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EXECUTIVE SUNI ARY

One of the key divisions within the Procram M:nagement

Off ice is the Progr:~m Control Division , or as recent term~ fl—

ology would have it, the Business Management Office. With

• responsibility for financial operations and program schedule

nicir.tenance, it is , perhaps, the most important division

within the Program Office.

Such a significant role in the acquisition process re—

quires that the personnel involved in Program Control have

a comprehensive knowledge of the program which exceeds tha c

pursued in the other program divisions. This division is

the “right arm” of the Projec .. Manager and , therefore , the

Division Chief and ~is people must be able to respond to the

Program Director ’s inquiries in a positive and meaningful

manner .

This report will attempt to focus on those matters end

activities paramount in conducting an effective program con-

trol office. As the various responsibilities - organization ,

financial management , program analysis - are addressed , it

is intended that the accompanying comments will act as a

reference for those who currently toil in progr m control.

For those contemplating assignment to Program Control , it

is intended that this document will act as an effectual guide

through the complexities of system program business manage-

ment.
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INTRODUCTION AND L~ CKGROUND

Until recently Program Control was looked upon as a

stepchild of Program Management. Very few Program Managers

had any confidence in its function and fewer understood its

purpose at all. In some instances it was a means for military

personnel requiring their ticket to be punched in systems

management and the haven for civilian employees caught in

periodic Reductions In Force occasioned by the Department

of Defense. In short, Program Control contributed little

to the acquisition of weapons systems.

Purists would say that Program Control always had re-

sponsibility for estimating, budgeting , scheduling , planning,

analyzing, and forecasting. This is quite true. The re—

sponsibilities were there but the consequences of these re-

sponsibilities were of little value or non—existent. In

the author ’ s opinion Program Managers tended to rely on their

own judgement and knowledge rather than risk the uncertainty

of a remiss Program Control Office.

However , as systems Lecame more complex and the Program

Manager ’s time became more valuable , it was apparent that

the Program Control/Business Management offices would , indeed ,

have to perform in the manner prescribed in countless organi—

zations and function documents residing in the various service

program offices.

1 
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The scarcity of defense dollars and the need to better

utilize the resour ’es available gave further impetus to the

rejuvenation of business management withi: the program office.

Programs suddenly found themselves with more requirements

than dollars available. No longer were the coffers open to

indifferent dipping should a program come up with a short-

fall because of aimless forecasting. The word was out.

Only those programs would survive which demonstrated to DoD

and the Congress that they indeed could do the joh within

levied dollar , schedule, and technical constraints. Others

• would cease to exist.

Throughout the various Research and Development c?Ymmands

the hue and cry was heard. Directives and policy letters

cascaded down into program offices as though the door to a

huge closet of paper had burst open. Cost estimates were to

ha~e relevant meaning ; forecasting woul~ have substance; anal—

ysis would no longer be a buzz word but a reality.

Program Directors looked at Program Control with renewed

emphasis. Increased management responsibilities forbade the

“one man show” syndrore. Program Control out of necessity

would have to act in the manner for which it was created.

Emphasis was placed on training personnel in the s~i11s of

business management which heretofore had been ignored or

glossed over. The quality of the potential individual program

control incumbent was determined in more certain and specific2



terms. Plans and procedures were initiated and management

began to function in the generic sense of the word within

pr ogram control offices.

In the following pages some of the more pertinent aspects

of Program Control/Business Management will be discussed.

This paper will not be all encompassing and answer every

question that may rise regarding Program Control and its

functions. There are too many diverse and complex proba-

bilities to attempt such a treatise. Each program is unique.

Rather , it is intended that this study will act as a reference

guide Cor those involved with Program Control and its busi-

ners management functions. Program Control tasks and object-

ives will :.:e treated in a common manner and the adaptation

of their inference to a particular program will be left to

the in i t ia t ive  and imaginat ion of the individual .
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ORGANIZATION AND FUNCTIONS

Functions.

• The first question that comes to most people ’ s minds

is , “Wh at is Pro~~r~~r~ Control?”  Thc t i t l e  i t~~~lf is quite

• nebulous to the 1: \ ?m an and even those in program mcn~ re:r ent

• have beer yncer ta in  of its c~ rncta t ion .  Thc ra~ J.y acquired

• t it le  of Business 1 agernent O f f i c~ (~~~, Navy ) c ~r i f ies

the respc : ~ibili ty somewhat , -r t  ~ñthin that t i i l~ is hidden

a myriad cf t~.sks. In princiyal Program Control :~s respon—

• sible fc:: the fo l lowing  f u n c ti on s :

ESTIMATING : ref lec ts  al: the basic program decisions

and all considerat ionc represented by tho .-e decisions.

Tasks. Esti mators participate as members of teams

which val idate  contractor cost/schedule control

systems, evaluate reasons for cost growth , instruct

contractors respecting cost reporting, and create

system estimates.

- Program Evaluation of ~~~imates. Over the en-

tire acquisition cycle tti~y
/Progrem Office can expect

to receive estimates , i ~luding Engineering Change

Proposal estimates , c ntract change estimates , and

alternative irnplem ~tation estimates. Each must be

judged as to its ccuracy .

— Tracking. Maintenance of a current cost estimate

4
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I
and documentat ion of reasons for changes to est imates

as they occur.

- Creation of independent estimates as a basis

for decision making .

— Preparation of the Program Work Breakdown Struc—

• ture ( P WB S) .

— Sens i t iv i ty  Analys is, i.e. , predict ing resul ts

when program parameters are changed . ( l ) ( 2 )

ANALYZING : guages program progress; provides the manager

with the data he needs to direct a program ; provides

status in fo rma t ion  for reporting.

T~ sks.

— Data Acquisition. Determine the ~:inds of data

needed for effective analysis , arrange delivery of

that data , and :.nstruct sources in proper submission

of required data.

— Preparation of Reports .

— Data Ana lys i s .  Comparison of current  program

status to cur ren t  acquisition imp lementat ion documents.

— plans , budgets, estimates , schedules - evaluating

progress and determining reasons for variation from

plan , recommending action to correct (ev ia t ion s .

— Fr ogram Vis ib i l i ty .  Preparation of displays

to compare planned progress vs actual progress. (l)(2)

5 
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FORECASTING: mos t important  func t ion  of program cont rol ;

the looking downstream to see where a program is going

and p ropos i n g alternatives to accommodate threats or

basten progress.

Task s.

— Ident i fying Data. Develop a data base needed

to make eccurate projections and arranging for its

r o r t in e  provision .

— va lua t in  Data .  ::easuring data  brovic~cd to

de ter r ino  its c eq;:ee of va l id i ty .

— Establ ishing ~ ssunpt i ons. Deterrar~ ng the basis

for  a forecast ;  that is , th~ eleme n ts u~ on ubich a

fo recast rests.

— Determj n inr r  Probabil i t ies .  Testi ng overall

forecasts ~r~c7 . in T ivj (t u ~j . events  to determine ;~r obcbi1—

ities associated with  occurrence of events /results

on or near scbedif.e.

— Identjfvinc~ Lotent ia l  ~~~~~~~~~ i o ns.

— Foreca . .. .~ no . ~~bi no pro ect ic :ns  of  p r c.~~mam.

progres

— Decision i ~sals. kYY ~~~~~ I t e rnat iva

ann  :‘sos and evaluat i -m ~, coordi n at i n~~, an ” ~mn~ osinm

decisi m s .  ( l ) ( 2 )

T J T ~TT~~G: buCoet for -ulat ion  cnc’ emecution ; t’ ~n n u a l

pi ;n of fi ing for a ~roc~~ar . ;  the annual  s t a t em en t

C
..
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of acquisition planninc : in dolbor  terms ; e::presses

acquisition tasks for a part icular year in te rm s  of

c o n t~~.

Task s.

— :~n :u a l  Calls. P r o p n r at i o n and update of nnnu~ 1

bud et submissio ns .  A. oenbbo and ve r i fy  requ i rem ents ,

• prepare narrative justifications , define oriorities

• anc” lmpOcts  of f a i l ur e  tc or )vi c’e various fund ing

b c.~7cls.

— In it ia t ion  of all alloted funds and tr ac’ i ng

thei r progress throughout committment , obligat ion

and exp en l it u r e .

— Determination of the propriet~.’ of using certain

f unds for par t icular  task s.

— Proposing f inanc ia l  s tmaLe g ~.’ and prepa r ing,  co-

ord ina t ing,  updating and ob tain ing  approval of annual

f i n a ncial  plans .

— Programming. En te r ing  a program in to  the Five

Year Defense  Pla n.

— Keeping f inanc ia l  records .

— RequesLinc new funding requirements, providing

supporting ju s t i f i ca t ion, and requesting release of

approved funds for timely execution of the program.

- Analyzing contractor budgets to assure that total

7
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con t rac to r  r e gu i re rent s  co r re la te  to SPC budget

submiss ions  and where dive~mj or’ce exists , to react

to reo( lve any d i f f e r e n c e s  note .

— Submit ting  annua l  f o r e ca st s  f or  ob l io at in o

f u n d s .  ( l ) ( 2 )

SCHEDULING : repaesen ts  the a l l o c a t i o n  c:T t im e  to cc—

ç ui s i t i c n  a c t i v i t y ;  t ime m ann o o n e n t .

Tash

— Sc~ e~~r l i n’~ ITce.~~/3~~~les. ~va lu a t es  sc’~~ Tu .c

needs  of ‘c~n a g e m en t ;  de tor . ines appropr iat e  schedule

s~~ ’bea ~b at  f i t  curr ent  needs; es~~a.bl ia b c .~ the scLra —

u bes  ‘diat T u l fi l l  re~ u i re m c s t s;  det e rmines  and

ranges for  dat a  needed to update  sc~ edules .

— Tra ch~ no contract mnocwer b a a / in c  vo t im e  a m

it re la tes  to various u i l c-stones .

— PWF3S/ Schedule In t e r face .

— Updating Schedules. ~enort deviations from

p lan togetl .er  wi th  real  or p o t e n t ia l  impact and pc a—

sible so lu t ions .  ( l ) ( 2 )

PLAl~TNING: tasks are c.escribed and assiarned so all  ac-

quisition participants can nu~:ra1].y understand w~~

resoonsible for  each a c qu i s i t i o n  act ion .

— Program h uagemen t  r i ann ing .  Includes  respon-

s ib i l i ty  for  i n t e g r a t i n g  al l  p r o g r am  ~-. l m s;  dr o p a r a—

r) 

••

•
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t ion of a Program Management P l an .

- Prepare and issue formal arrangements wi th

participants in the acquisition .

— Maintain infor tal relations with key officials

in the hierarchy of acquisition and other external

act iv i t ies .

— Review an d a n al~~ze orograra ~~rec tion to i d en t i fy

the task s needed to carr~ cut the direction .

— N a in t a in  t a : ff i c i a l  dccr mnta t ion  f ile for

the proera ~f~hTce. (l)(2)

Ia addit io n to thesa . : incipal fu n c t i o ns , ~ny pr o g r am

con t r o l  o f f i ces  f ind  therselves in charge of the prc :oram

o f f i ce ’ s admi n i st r at i v e  funct ions .  Included in this is the

intcrm::l distribution of correspondence, maintenance of t1~e

s~o ~:as ter Pub l icat ions  library , and personnel actions.

Cr o mn i z ct i ~~n.

C . .q a n iz i n g  a Program Control/Business r n a m a ~~ent C f f i c e

depends on a numb er of condi t ions .  The coramicrit ’ !  of tbe

~rocr?a1 , si ze of the progr am off ice , availabi’. i tv  of resources

and urgcnc” of the program are all f act o r s  to he considered .

Also , the Program Manac~er ’s personal manacenent st ie will

a f fec t  tho organiza t ion  of Proo m am Control .  The fo l lowing

are examples of Program Control/Business Management organi-

zations currently in vogue in the Air Force , Navy , and some

Army offices.

9 
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Functional Organization : Program Control is divided into

functional branches, usually a Financial Management

Branch and a Program Management/Analysis Branch ,

sometimes called Plans and Programs , or Management

Operations. Tile Air Force ’ s E—4 (Advanced Airborne

Commend Post), SATIN IV , and ASO/Systems programs

are representat ive of this type :

FINANCIAL PLANS & PROGRAM S
MANAGEMENT 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FINANCIAL PLANNING DOCUMENTAT ION
BUDGETING SCHEDULES
ESTIMATING REPORTS
COST ANALYSIS PLANS
FORECASTING

Project  or Task Organization : This style is indica t ive

of “i~asket” p r o~ r am off ices, where sev~ral projects

are on going at  the same time. In this style, an

F i ndividual is responsible for both the f i n a n c i a l  and

p lons/prog :aav .a e l emen ts  of t h e  project .  Integratior

of the var ious  project  analysts  actions and deter-

m ina t i ons  is required. The Air Force ’ s Combat Grande

program is similiar to this type organiza t ion:

10
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CHIEF

I _ _ _  I _ _ _

PROJECT A4 ?PROJECT B PROJECT C PROJECT D

PLANS
SCHEDULES ETC . ETC . ETC .
BUDGET 

_ _ _ _ _ _  _ _ _ _ _ _

Functional Organization in three branches. Similar to

the two branch organization with further splitting

of functions. This style requires additional man-

power resources. The Air Force ’s F—l5 program is

organized as shown.

L PROGRAI: CONTROL

fi~SOURCES ~1 PLAN S I COST~~~
MANAGEMENT I AND ANALYSIS

I PROGRAMSJ L

Matrix Organization . This style of organization is

being used mor~ frequently in situations where man-

power resources are scarce. Functional organizations,

i.e. Comptroller , Configuration Management, Systems

Engineer ing , etc., either co—locate personnel in

the project office or assign people within their

off ices  to work on the various projects. This style

11
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requires a great deal of coordination and understand-

ing between the Project Manager and the functional

heads. The Navy has many of its programs established

alo ng these lines , e.g. F-18 , W— ’~~ Weapons Systems ,

and the .y and Air  Force have  recently begum to

adop t va r iat ions  of this manag ’m .ent technique.

f r a phicallv it wculd look like thi :

FUNCTION
PLANS/ SYSTEI S

FINA .T~.IAL SCHEDUL ’S ENGI]fEERING CONFI mUflATICN

F~ OJ E C T A— ---4- — _______ _______

I flOJE ’T 3 — —— — _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _

P~ CJECT C — ______ _ _ _ _ _ _

ETC .
7’ N ~~~~~

Once physically organized it is necessary t1aat the pro-

gram Control/Business Management O f f i c e  personnel prepare them—

selves to undertake the operations consistent with effective

business administration . This should begin with a perusal of

the program direction and conclude with a firm understanding

of the tasks involved , fiscal and schedule direction , documer-

tation requirements , and other requirements that may be unique

to the program. Supplement this information with continuous

coordination with the other divisions, e.g. Systems Engineer-

ing , Test, Configuration, Logistics. A careful review of

other program documentation which may contain further policy

and/or direction pertinent to system acquisition is recommend—

12
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ed. The Decision Coordinating Paper (DCP), requirements doc-

umentation , logistics plans, test concepts, and configuration

plans are examples of such documentation. When the program

is sufficiently understood , it is time to contemplate 110W i t

is going to be accomplished. The Program Manager will usually

hold meetings with key personnel , including the Program Con-

trol Division Chief, and determine a coordinated position on

the approach that will be taken to accomplish the program ’s

objectives. Each division will be made cognizant (:f its tasks

and the acquisition process will get underway. For the Pro—

gram Control Division , it will start with a determination of

the finances.

Points to Remember.

Program Control is responsible for estimating , analyz-

ing, forecasting, budgeting , scheduling, planning, and ,

possibly, administration .

Formal organization depends on the complexity and size

of the program and the Program Manager ’s individual

style.

There is no one particular style organization for

every program.

Organizations may be functional , task oriented , or

matrix.

13
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Complete understanding of the program direction and

associated documents is essential .

14 
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FINANCIAL MANAGEMENT

Before a program can go anywhere, it is ne cessary to

establish funding for  the accomp lish-~~nt of the pro gram ef-

for t .  In order to get funds for  tita program , it must f i r s t  be

determined how muck is ::ecuiacd and at what  point in t ine .

From that start , an in2ut  is made into the DoD budget cyc l e

end Continuous r af inerr i ent  made by Program Contr ol at each

annual laudcret c~ 11. Tb::ouc-bcut :10 fis ca l  year , tho f inan-

cial section of Program Control will monitor , track , and fe:a—

cast the ohT . ~ r t i on and ou anditure of fu  ;Th. The next few

paragraphs ~~~ I ut linc  an appro r to the manager ’a r t  and

control of program f un d s .

COST ESTIIIATE.

There am- c d i f f e r e n t  t~-pes of cost esti mates , e.g. bat—

tOI lS -U p , pa rame t r i c , done by a variety of off ices .  There is

an estimate completed by the program o f f i ce ; there is an Inde-

pendent Cost Es t imate  (ICE ) made by the Cost Analysis Divis ion

wi th in  the comm and ; there can he an e s t imate  clone by th~ Cos t

Anrl~~sis Im p ro v e m en t  Group ( CAIG) of the DoD C r a ~~tre1ler ; and

the prog ara contractor  will  run a cost es t imate . It is in-

portant  to r e a l i z e  that the cost est imate must be as :oalistic

as the facts at  the t ime p e r m i t .  A~ the pro Gram bOCCI es acre

detailed in Cr�sigr and proceed s ;d rou aii t h e  Conceptual , Vali-

dation , Fu ll Scale En c in n o r i i t g  Developmen t , and Production/ 

~~-~~~~~~~~~~ -- _



IT~~ ~~~~~~~~~~~~~~~ ~~~~~~~~~~ ~~~~~~~~~~~~~~~~ ~~T~~~ ’T~T

Deployment phases , it is essen tial that each cost es t imate

be up dated tc ref lect  each new developmen t , change , or re-

quirement.  Program Control/Business Management will be par~
ticular ly concerned with costs in order that authent ic  l i fe

cycle costs and design to cost targets may be set .  In gcn-

eral , a cost es t imate  should include th e fo l lowing  paragraphs

as a r.:inii’ui~: ( 3 )

I. In t roduc t ion  — a general indicat ion of wha t the

est ima te wil l  enta i l .

II. System Description — a resume of the system and its

more profound characteristics.

III .  Methodology — an explanation of the methods used

t o derive the costs. This may be parametric (top—

down using the WBs ) , bo ttom—up (piece by piece ) ,

histc’~ical , or a combination of these. Computer-

i zed price models have been used quite frequently

in the past few years .

IV. Estimate Results — a rundown of the casts via the

Work Breakdown Structure.

V. Funding — a discussion of tile various types cf ap—

propriations (RDT&E, Procurement , Operational &

Maintenance , Military Construction , etc.) that

will be required and in what time period .

VI. Summary — a synopsis of the estinate which identi-

f ies  any risk s or uncer ta in t i es  in the estimate

16
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and recommendations for resolving the same.

Quite frequently an es t imate  wil l  have numerous tables ,

charts , graphs , and explanations attached to it for  fur ther

clari ty of the estimate.

BUDGET.

The cost estimate eventually becomes annualized as a

budget. The budget must ref lect  tile totals shown in the esti-

mate, but, also, allowance must be made for program risks, en-

gin eering change pr oposals , and “ unknown—unknowns ” . Th iS 15

called Ma nagement Reserve and is usuall~’ es timated at ~C— 2~ T~

of Prime Mission Equipment costs.(4) For those rrogm-a~ s which

use extensive sof tware  in its system , manac?e !:est  reserve is a

cri tical factor . This is clue p r imar i ly  to the immer fect  cc l—

cm-la ~ions associated with csti :ating so ft w a r e  costs. It ia

wise to canvers  :T:: aquon ~-l wit l  th~ progr a ‘ S Pm -acm -rem-eat

C - :  t: acting Cf f icc :-  (F CC ) and the cm  :nctcr to avoid —

pleasant  f ic o a l  surprises.

a the costs are da--c::mined and a 2 1 i m d  against the

p : -  gram schedule , t’:e - -suiting profile is ~ahched against

t~~~~morvice ’ s budget r: o jec t ions  for  d f i~ o ‘~car tine pcr io ’.

r nless some quirk cf f a t e  has  :r~~n a v o  l C d , ~h ore wi l . he a d i s-

pa r i ty .  SThce it is easier to m o—a m -range  the program ’s work

f l om -  than tile service ’ s bucioet , a r e — e r m - anmeot ent  wi l l  usual ly

take niece.  This is m-s’:ail.y the case in the near years w’ en

budgets arc v ir t ua l l y  locked i i .  If the program does l ave

17
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high visibility and strong interest at high governnen t levels ,

it is possible that funds will be re—allocated in the budget

to satisfy the cost/schedule package pmosented by the mr cgr am

off ice and t- meet the required field operation dates. In

any event during each annual budget call and service Irogram

Objective 11e - o ran clum (P CI1 )  cycle , a revised cost est imate

and budget forecast should he submitted to higher hcadqua::t~~r s .

As an aid in ç’r t er r i nin g  adequate f u nd in ;  at the appro—

oriate time , it is a~ vLsable  to in i t ia te  a f i n a n c i a l  plan for

the program. There are any  number of ways to accompl ish  th is ,

and tIle fol lowi ric is o i l y  mi l e :

1. s~~ak1ish a data base:

a. ~ro gram Direction

System Description

c. Pr acran Work Breakdown Structure

Li . Cost Est imates  (Breakout of f inds requir cuonts

by PWBS )

e. Implementat ion Schedule

f. Budget

cj. Approved Prooram ( Curren t fund ing  profi le

according to the FYDP )

I:. Cont: -ct.s (Budget should be oriented to con-

tr acto::’s budget)

2. Data base establ i shed :

a. At 9 months prior to forthcoming Fiscal Yea r ,

18
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conduct a meeting w i th  the h~~c mi :an ~ar aeer and

key personnel :

(i) Review appmcvod p:Togmar and s t a tus  of cm-r: :ent

program

( 2 )  State par ameters  upon wI ick  al am s fo r  th e

fan h~coming f i sca l  year wil l  he m ad e

( 3 )  Discm -ss management reserve : emu ro~-ent s

( 4 )  State assumptions ( f u n d s  released wi G~ l

quired , no ~ m- ogran  n c r t m- n T: c t h m : s , e tc.)

(5) ~oview and adjust the shopping ii.st for ~he

m-pc onir :g f isc a l  year

( 6 )  DIs cu ss obl igation s t ra tegy:

( a )  W~~ t is to be procured?

(b) Who will it?

C c) h h - n  of abUc -a tion

( C )  WI~a t  ~~pc of con tr act?

C c )  Purchase  f leguer l :  ( h P )  I ac ’:c mom am ~ aputs

(f) Schedule of ovcm-~ts l a a d~ so to cec  hI  —

gation

( g )  Sc~ odu lo  of funds  r cgr ir e~ cn t s

( I )  3 :m -cc Selection p rrna : :at ions  (i  u c o m - ir e d )

a. Ni nth to -~i c  sev a ut h  mont h  pr ior  to r c  isc 1

a l t  a f i n a n ci a l  p . a :~.

C .  ~ ix HOS f a p::io~ to th e T~~ cal year , r o m

10
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oreat financial -1~m. wi th  Program Ilaname:: and

boy cc:: m om -mci (Div:~mion Chiefs , r2c , Licia- :

O f f i c e r s, e t c .) .

( 1)  7~ li c lmt  : or :ce:ifir am sum-~ t ions

V )  ~ ssur corr e la t i on of -alan wthT: the aeprov—

cC -~r om am of f un ds

(
~~ Pasclvm internal om-cfclam s

~ 
) Detmam ino actions to Icc ~c a ham -  o:: mr  -

t’:ase in - cars

( )  ~ srm- c tm-tc~ ::aIh c~. cC all . cffar h-

C. Srgrc re Hcc fin: pi:il .

e. f ”  ~ rtco : to the s~rc:: f t I e  fic c l : c m r

cc- T:c . briofinc: for  t a Program : : c n m c  a cad

h a m  c::sonriel to :Inc~ ucIa:

i ) Status of funds im- f i ac :  I ~‘cam- o:dinc

V )  St atu s  of fiscal . actions ha~ no: t akcn  or

( ~
) :: 1 adjusI:ncn~ s

(
~ 

) 
~~~~ - - 

- c m -~

~~• 
n l mt rj k n t o  Inn  — in hemna l mmcl c::tcrnal ~~~~~~~~~

s , etc.).

g. Tkm- c ’:ci out tho fiscal ycrr - ::c en to ftnccl ~ lan

in b r i e f ia m s  ~o l:I~~ I - : ‘rar : 1 i - c  a . ( 5 )

I is an ou t li  no of a Cc- 1 n a n c i  ci pla~ .

cm-re 2 in-l±caLes t hr  ‘ udgeL procams . 

---- .-- - -~~~~ . ~~~~~~~--— _
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YINA TCIAL PL IW

~cac m g

Date

FIITAyCIAL PLAN FY (P::ograr : Flement ITr . )

A . 1 m m -m o r e :

1.
2.

etc .

B. Asmn: otien :

2
etc.

C. Planning Factor s:

(Disc uss fund ing  of contr act  i tem~~, spares Pac e , test

equipment , program’ funding, fund ing  sources , and other

pertinent infor:ietion relative to financial status.)

D. Funcii:m-~’ Schedule:

~ ( Fr u i ly an a t tachment)

E. Coordination :

(Lis t  b~ pc::sonnel)

Signatur e Apd revo cI :
Pm - c gram Lanager

FICiJP ~5’ 1

2 1 
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FCkCAST1NG.

Until a data base — estimate , budget , schedule , Program

Ma nagement Plan — is established little or no real forecast-

ing can be accomp lished. Upon recei pt of contractor cost

and schedule data and establishment of the above it cm~~,

initiate a forecast schedule that  wi ll cover a 30—90 day

period , a ~0 day and beyon d period , and a special activities

occurrence, e.g. act ions associated wi th  pa r t i cu la r  problems .

The Electronics Sm-stem Division of the Air Force has

suggested: “I t  is a good bu siness prac tice to adopt  the  same

approach as w e a l k o :  forecas ter s .  Set up a lone— can oe f c m -r -’-

cast for a tr ial  period , say 6 months.  Then , e s tab lI sh  a

moving 6 month s  scheCul~~. Put  in to  this schc~hsla those hc~’

even ts occunr~~ng in tue t~ m.c frame plus  clusters of em -c m a r

\-y T :ch w c l l  ~ndaca tc  ~ eth er or not the I:c’’ event vail . - mcci

on tim-c. This , LI en , is tha I nc- —m ac c f c m r  cc at. Per thc

shc- -:t range eat -act , for oaai ’olo , one month . m-h’ to ‘ c luste rs ’

for l zcn~ events ‘indi cators ’ fom the clustc:- cc’ent , • :m- other

w o r d s , recogn i z e  a th i rd  l evel of events which will pr a m - i d e

i n f o r m a tion on va lid i ty of cluster events occur r ing  on t ine .

The forecast now Peals w i t h  more or less day to dam c m-c a t s .

Whencvc� : j uobleim s eaceec’ tile scope of short range I landco-

m o n t , they become candidates fo r  special forecasts. TPo~ o

la tter forecasts  should cover tho t ir e 2 n a m o  through ‘Get

I7~ ll ’ date .” ( 5)

-- 
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COST TRACKING.

Accurate cost trachino can he invalvable iii financial

m’anaocr:cnt. It is especiall-: hc2n ’ful  in constructinc-  a

chronology of gro om-am- chan ges and i a c~~r associated. costs.

Thc Contract  Cost Pe: :Torrancc ~crc::t (Cr22 ) a~ C Cost / Sch :dmlc

Status ~eror L ( C~~ :~) r e f l ec t  mon hh lm - and c u mu l a t i v e  v a r i an ce s

in contract line items. Those reports wil l  be addressed in

the next section . However , there is a more simplified version

to reflec t  changes in the various m-ppropriat~ on Collars  assoc-

iated with t i c  program .  Insaecto::s are especinli ’  is Lerested

in these reports since they cover not on1~’ con tract costs

but othcr  costs associated with the program- mu d l  as t r ave l ,

Federal Contract Research Center costs, etc. The format rita—

ply states the following:

La seline Present  Chance
Appropr iat ion  Dollars Costs + or —

RDT&E (Reasons
Procurement for
~h l .  Co n .  ch anges)

These for -~ats are chronologically updated each time a cost

cha nge occurs with the “Pr esen t  Costs ” totals of the pr ior

report becoming the “ D a m o l  inc  Dollars ” fo r the  succeeding

report. It is a good idea to forecast  and t rach travel as a

separate iL c r : . Some offices use commuters to do this but a

tailored accou n t i n g  form is ju st  as carm and not that  tii .tc

consuming .  With thc squeeze on funding in tic current DoD

24 
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atm-c sphere , t avel is one area that is watched very closely

by pro gram managers.  With that in mind it is advantageous

to have complete breakouts of travel expenditures and run-

ning quarterly forecasts of proposed trips available for the

program manager ’ s scru t iny .

Points to Remember.

• Initiate a deLailed cost estimate as early as mc,ssihle.

• Be cer ta in  that the budget coincides wi th  the es t imated

Costs.

Be prepared to ad jus t  the program to Approved funding.

• Have a program financial plan .

• haintain s long—range , sh o r t—ra nge , and special activi-

ties f unds forecast .

ha in ta ir -  current  cost track on OP Fm- obr i a t io f l s  ~s well

as contract line i t em-s  c: , sLs .

Ke ep a close watch on proc~ra-~ t ravel funds .

25 
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PROGRAM ANALYSIS AND DCChfl ENTATION

T - is section e l ab or at e s  on a subject that has been of

sign i fi  aant interest in eccp.risitinr; management -avar the

mas t few m- ’ars. Ur t i l  i d e  mor e  crunch , a r c t l v s  s ci costs

cm - c l schc- i m i a s  w a s  of l it t i  ~p o r t a n c c  s cc as the tedI —

ccl side of  L’ m s~~s Lea was acc ~~~ 
1 of . Those tim:~ 

- mc

~~~~~~~~ cad n-u analm-~ is cn ( i-v cm-re:: dccur - r j- d:ction 1 ave bc—

csrc e serious conc~~:rs to rest program mancc (m-as.

:m-ALYSIS.

A r c  i~ ’mi  s of pr cgra-c costs v~ a ic r  frar - preem-an to pro—

gra m .  A~ ~ro soul id em-c is no regulation Cesc--i’:ing to w h a t

:::tont ana l  ais  sh c m l f  e c r r lc~~r~’ . ~~ ther , ~
- ‘ a ~mt~ n t  of

a n a ly s i s  is an m d i  viclu ;T l effart. II can I c  as cursory as

possib le or as deta i l ed  as desi red .  1’~~t r r o m p t s  r- a rm- ge.a s

to seeP a paa l icul  ~r level f -.n; J*ris i s  1 r~ e1~ - epcsdant

on the mo t iva t i on , ~ nitialior , ~a - i t r a i nin g  of i s  procra~ /

f i n ar c i - l  a na l y s t s .  A n a ly s e s  wi l l  nr~~~~ he as good as the

m dlvi duals perforsing t’ em . r an v  of t I e  Ps o em -ar  Control/

Business Na nagement offices claim t h a t  present wcr l r lo ad s

leave little t ime to perform the quality analysis necessary.

Ctl crs maintain it is still more important to accomplish the

t echnical  aspects of the program first and fore:-os~- . ?4anagers

have learned that  it is much easier to explain cost overruns

26
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than failure to achieve the technical performance parameters

of a system.

There is little similarity between services or program

officer in accomplishing cost analysis and the following

paragraphs describe only a method of accomplish ing the tcsh .

Large programs will  use sophisticated computer techniques ;

other programs will largely ignore their CPR/CSSR r epor ts

and analyze by “gut feeling ” alone.

A data base is essential for effective cost analysis.

The CPR and CSSR have been mentioned. Th e  Contract Funds

Sta tu s  Report is another and the Appendix lists the Data

Item Description (DID) numbers of those a-ore useful  reports

to the Cost/Program Analyst. Each DID acIcctuate ly describes

what the par t icular  report r e v eals  and it is essent ial  that

these DID ’ s be reviewed prior to release of the Request fo r

Proposal. At the program “data call” those reports considered

benef i c i a l  to the analyst  should be included in the Cont rac t

Data Requirements List (CDRL). Each program should tailor

its needs accordingly to avoid excessive and expensive data.

Consideration should be given to the following thoughts

before embarking upon a Cost Analysis procedure:

1. Type of contract.

2. Contractor ’s motivation on cost vs schedule ~s

technical performance.

3. The extent to which work is defined in the contract.

27
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4. Traching visibility of the contractor ’s effort.

5. Fiscal year funding levels.

6. Def in i t i z a t i on  of authorized worh w i t h i n  the 180

day l imi t  established by the AF~~I.

7. A valid Cost/Schedule Contrel System w i t h i n  the

contractor ’ s o r g a n i z a t i o n .  DoDI 7000 .2

~~~. Repor t ing  cl-ate ( t i me l i n e s s , for :  at , r e l a t i on  to UPS ,

r e l a t ion  to contractor ’s i n t e r n a l  reportine Sm s c o m ) .

Ana ly ses  do not serve any useful purpose withia them-

selves. Their results  mus t  l a  promulgated so th a t  grograr

m anagemen t decisions racy be macic .  Sac s p o erar: con trol off i ces

elect to cive oral  b r i e f ings  to th e Progra :~ N an ag er on t h e ir

-f i n d i n g s. Other of fices  u t il i a c~ charts ~nf gm -apI s  d i s : l a m-c c’

in a P r o g r a m -  Control Room . Cur effective :ietl ed is a d e t a i l —

of ‘:c-ie fing  preceded by an execut ive  summary ubic’ - is a

succinct , wrlftc- n repor t  f o r w a r d e d  to P lh : : a r  l a r ager

tI rca rlc’ c S ft F  r m-r ce~ pt of t’ co u tr : -ct : : ’ s Th t~ • I i s a

pre lude  to the fa ~~--a l  Ia :i c f i  ng m- c~ h iq i cl ir a’ ts t I e  s i a m - i  r ic_

ant evm-~ ts of tie cur ren t  cor ’ report .  i caum-e 3 is a

presenta t ivo  outl n of swci a sum i-ar p.

T o rt e n s i v e  w ar ’: involved  i r  cr ~~’t a n a l ’~m i a  mm-eclucles

a deta i l ed  t r ea tmen t  of the  s’:’ jecI r this pages.  “h cr~~~rrc ,

this  has ‘~~ en a br i  ef , gene::ai 1cc’: : t t’ c cs ’ iect .  It is

recommended t ha t  t he  ib-PI 7 C f l O  series l i :-t rc’ in the Apren di’:

be revi ewed for  more  de ta i l ed  i fc::- .~at ion  a s  well  a: L’ic

appropriate DID’ s.

2C
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CPR ANALYSIS EXECUTIVE SUMMARY

TI
CPR No. _____

Inclusive Dates of Report

I. Current Status (Level 1)

Budget Cost WarP Scheduled
± schedule (dollars and.

Budget Cost Work Performed~~ percentage )
cost (dollars ari d

Actual  Cost Work Performed — 

Percentage)

Variance at completion : (dollars and percen - age )

Based on BAC Based on LRE
% WarP Schedulcd to Date
~ W om -Ic Cor :uleted to Date %
% Bucicet at Comp le t ion  Spent
% Latest P~evised Estir.iatc Spent ~

Cost at Completion

Tam -r et  Target  Ta-~c-c t
Cost Profit Price

Ta rget (Con t rac t)
LRE $ $ $

II .  R at i ou c l o  fo r  C u rr en t  Sta tu s :
(ihc: ::ativc cf -a c d ance causes)

III. Frograr 5 -hedule Lapact s :
(N ar r at i v e  of contract :  r ’ s current  coat  aL mat ion  on
the pm- :m a m )

FIGhTIPTI (7)

_________________________________ 
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DOCUMENTATION.

The Program Control/Business Non ag onon t off i c e  wi l l

f unction as the central  repository for  all  o f f i c i a l  program

documentation . In addition this office w i l l  be responsible

for inputs  into various plans as wel l  as being h old  account-

able for the updating and m a i n t en a n c e  of selected documents .

Again the number of fo r mal documents  adminis tered wi l l  depend

upon Pae complexi ty and size of 11cc program cad t’~e desires

of t’ e service under  w’ ict the program f u n c t io n c . Se c e  of

the more prevalent  documents  are descr ibed h e r e .

Program l l a r ’age-aont  Plan — the principal man egenc ’n t

basel ine document ~d i  Cl. details the tiara—p i asci tashs cod

resources regui:aed to accc p lish the t ach  s p e c i fi ed  in the-

f or m al  d i rect ion f rom hi i c r  heacld a r lcr r .  Progr am Control

will be responsible for  the f u n d i n g  section , sch edules , and

p o ssi b lm -  :-aim~o~- :c r .  ‘Jpciet ing and rev is ion  l ies  w i t h  Program

Control.

In tegrated Logis t i cs  Zm -~ gn - t  Plan — d e f in e s  Iho i n t o —

r a m - a t e d  tasi in-a of su~~po:t w i th  the s~’s l r i :.  P~~ocre i  Ccmt : s l

wi l  he r c m c a r r i ’  ~ r fo:  :svTe -wi  a; ~h e  cost e s tim a tes  of

Sl a Tes , TI’E , P c c u l ia r  C’:I-i L rt uii- ,oent our’ o ther  costs

p e c u li ar  Lo L i r c t h c s  t i : t  ‘a ‘-e id entified.

- — — ~~~~~~ ~~~~~~ — A
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A dv a nc e  I P r o cur e m e n t  i l a n  — p r in c i p a l  I a :  — r a n g e -  procure-

ment :;lanr±nn dccu: ont  p r e T a r a c I  by 11c c Pm-ogre : N aaaec r un c la-

lice usgi cier- of t r 1T:c cum - c  anT. C iatractinr Cd cc::. h:c—

cram Contscl is sponsi ’al~ 
- TI a : m o d i n n  a m - T I  mche:’u lc~

inf ah ion.

Decision Coorclina-li: -- :aa-ar — fm-efam- ‘ - ‘ Cl~ and fm-ac liars

as a Can Iract ‘oeh.-een tics pro~ c aja c~~d*c e and CZD. i r : c r a~

C r o  1:-cl a o cv L d c s  Tu n diuc -  i a f o r :a~~ion and : cT c T I m l e s .

Test am-cl Em - . lua t ion  Pasta:: Plan  — as te’liJ s cs the rclo

of test a~-encies  an d  contm -ac tec -s  in the pm -c c-r an .  P ro~ ran

Cc :  t a d  w ri t e s  the Parch - a Pc~~aest.

l i c r i o m - e n d a  of ~ m-scn ar t  — form-c 1 am-or € I : t ~ he ::n c ’

nm- ocr —a n o ff i c e  carl v-a:-icm: am ’m -ccie s d ie t  d crTI ini -L i ze t .

spane-~~h I i i  i r s  of each . :rc-m- : : m,, C aim -cl aaiatci as ad Un—

dotes  as requires’ as wel l  as d.c in i ne  m- u :d. cc rogu i rem-eats.

Cost C: :ct ro l  P l a n  — not a ~cr:tal oc sr -en t , ‘:u~ initiated

sore progr am-  o f f i c e s  to f e - f i ns  r e s g on s i ’  lj t jC s  fa r  coatr: c--

to:: and in Ic :ncl trocror: costs. b-s a l ly  i d e n t i f i e s  purocac ,

object ive , c a m-t r a c t  data resources , cost perfcr suer ~n~ lv sis ,

supporting tools (automated CPR analysis , etc.) procedures ,

cost estinating , internal funds managerie: t, external agency
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fun ding , FCc-C funding , reviews , anal formats.

Points tc Peeeraher .

~:aP e the an a l” s is  ac-anine Tu l to the Prog:aa : Panager~

T r a i n  ~-ersonne l  in the n’ac rcm - an a l ;t i c a l  aracc ’uses

• dnow the contm-:.clor ’ ci inte::na ’. cm-age : ant cy-~te

Cc nvem-se f egiaontl~’ with  the C at r : c l c- r , the D C~~3

rep o:: AT c/c-A~’rr1c, an~ o bl er  div is i on s  w i l i  in the

program o ff i cs .

Pac w the documentation for ~- T  id P r o g ram  C o nt r o l  is

responsib le .

• Tai lor  r epo r t ing  rceuire: :cnts  to f i t  the groom-cIa ’ s

ncr- f .

• Potem-:--ine a plan to control  c m - c’ tm-ad : ces / scl :cdu le

chances .
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ADNINISTRATI OP

Most F ro g r a:  Control/Business 1-i: n ag cm -en t  c f fi c e s  are

fo r tuna t e  eneu~ li no t  to be sa Tilci  1:111: mm-c-gram office ad-

min istrative responsibilities. However , in the sneller pro-

gram-s it  is not unusua l  for  11- ograr-i Control to be delegated

with this responsibility. Paris-Is 1-5 11 argue that adr:iniat—

ration aloes n~~t belong in the Business  II: :i ger ent  o f f i c e ,

tha t tP~~im - p r i mary  -func t i ons  of f in a n c ia l  m a n a g em e n t  and

procraro ana1’~sis are mor e than cm-ou ch ~- ‘c: ’:. Coo dOSI a scarce-

ly agree more , hut the f a ct  r em c i n ~~, w I - sn  all  is said and done

and the FN has to f i nd  a place for  ~ is a d c— i n i st r a - t i c -n  fur s-

1 ens , i t~o going to w i n d  uo :n  Pm -oem -ar:  C~~~t ro i .  Since th i s

role is : c c n f : rh , ac l m in i s t : e lion  m i l l  not Th~ belahom-od here .

I I  is a~~f f i c i o n t  t h a t  onl l- c~~r ta i n  c i m i ni s t r al i v e  procedures

Ice

Th e amount of data tha t  is processed. throu rl: a- y r e g r a m

ol lice is , at im-es , stagmering. The t ore ccc olex a.

the core h e ct i c  the operat ion . A f o r m a l  r en ag e n on t  infcrm-a l ie -m-

end d i s t r i b u t i o n  sys t o -  is e s sent i a l .  ~I i s  can ‘~ c’ e i th er  a

sir ple f low d i e - -r ca -  or a Ca -  puterizecl  n for : -~a t ion ”cl istc  T im - ’ Ii on

• sy s  - 
. The cc- olori I’-’ of the si Tm-cation a-nd Iho c1o l~-m -s

available m i l l  fe t e  t i n e  wh a t  1~-nc of sl:cten is to 0 01 5 loved.

Tia essential point te- re -‘ ‘ cm- is t ’i - .~t i n f o rm :  ti  ;a-~~ c-nt

to tb : ‘~~~nic on I - e. It is reccr mdef h a t  tI

2”
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gram 0cm -tm- ~ dlvi: ion worl : cl ocely ~-‘i. th the Co di ~um-a-ticn/

D~~la di vision if th- :-~~~~~a are separa1 c1. Close coope:-mcti r

‘- calm-ace-n these two offices miii avert a: Loam-s o T  an t e l l

c.nae:ali~ ~.nC. 1h s T:reti c-a .

irocrr a .: C-c-.:: 1 riot hoc nm - a l  :m-lio’, up to date Yl-

iT ere is no-lIlac :o:.— agreiniag ti m-c: tc- h-c lcc ’: :m-g f o r  a

c ilical p:eco oil ca0000 ’o l r d c n c e  cnr ~ dl:  al i t  is e i ther  c i a —

f i l ed .  or mi sl acic i . ?:c m-ccc, m m -ecu -rite f i l i n g  sI ow l : ’ he- a pri—

mar’-’ m-uty o:l lie I rogra.:: Control Clerh .

Daily read. f i l e s  s’ col d be ccaictai : :cC an-I  routed  P.

Program C o n t r o l .  All  he-p gem- sc -am- el  should hey-a seen ‘ p cm-acT

day ’ s end the pertinent message tm -aT. die and corresioom-a.unce

of that ajar. i- ,uca emrarc-aos::am-t ccc cc avoloec cv nahin cri  sure

of this.

Suspense i tems rou st  be tm-ached and fol1c~- e-ci da i l y .  .l~

susr onse f i l e  should ‘ n he-pt h-v the ~ rogram C 1:m-c i C l a m - h

nf offices or individuals n o t i f i e d  of t h e i r  ac t ion  at least

two days pm - ior to th e  achion date . Thi s tri~ T: is e ’-geci:rllv

i: pam-taut when the  p oom-orc is movir ‘ ra’’T dIp and peop le I

co:--e inc d yed with ondravors of the acom -eni an d .  tend to f~ rm-c t

1-Thit l a-c-ne-nod c’eaterfa or what ous t  he- fini sl ed ‘m-’ max re~’.

~flen c a n  im -neci  administrative resm-onsii’ilitics, F ac-a : ac

Com-tm-o]. sI n u l m -  apprecci it ma tic same door-si t tn e nt  to Ex-

cellence- as it does its otl c- r r e s p o n s ib i l it i e s .
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Points to Remember.

Establis l - an i r f o m -r a -at ion  a-mcI d i s tr ibu t i o n  p l a n  or

standard operating procedure-.

Do not d ’lay  in~~o m - r a t i e - m - .

• I -a ~ n : a ir :  cu cm-cut and ccc :1 c ta- files

Fecvont  s u st r -m -s e s  1.-c- sl g inc .
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TI a-s pa-per ‘:ac 1 —a ha-fied. sam-c of Tal c : cm - :- pertanent

- ohs a:ssociat T s th t he  Prog: : 1 n : o1/Business lh .

mcr : t o f f i c e .  t is not all i :c-c lus i r ’-  nor is that the I:- --

t— - ntic-n. ~lo tm: -or’ aa r:ns :n:c the aoc~- am-al. -aach w i ll  lc ’:- l. am

own , ca- i gm-c sbI ” of - acnagc- s a t.

The itano discm-csel in this ca- c:: are ~:o2 1  cc ‘ c :Tou:li

in car’ f-roo::aro office. They are basic acm-cl il is quite ir’—

m-~~a m - 6~~e to rena-ce- the pra m-a :: mith ra’ t -al em. c--a ~cvaaling

the more pr ofc ’ :m- :d  r c- spons i ’  ilities of- Program- Cc:: tm-cl a -n c’

di scussing :‘ c:- in the ii c-ic : of gro om -an  r an agenent , i t  is

c :1 that the-se arn:lac iIiar 1-r Ith Program Contro l  wi l l  1-e

alerted to the aTm -ada -r ental re,cim-onsibilities involved. From

tm -is  e m- ar t in a  point  t ac u - can or: ce lia-sn  or ::cc~ia y a c e -  p r inc i—

m- les to f i t  th e i r  own icr ~clrajos. For those currently mom-Ping

in Proc f:ar : Cont:-:c-l, ’i~usincss  La-n agem-ent  o f f i ce s, perh aps  this

paper  mil l  serve as a r e m - i n f e r  or cl ecl :l is t  of it o - cs in ad—

t vert en t ly  ignored or lone- forgotten .

F i n a n c i al  ;a:m-ae~~rm e n t  ha - s ‘a ce LTnsc:li bed as a Ti s c ip l i nc

:e-rui: :i ‘:c~ the utm-ost  a ttccct ion in todz-a- ’s dol lar  scarce en —

vP :  m o nt .  C -c at s  are  sc-roth ing tha t  ::ust be an a lyzed  and

tr~acPed to f i n e  deta i l .  P m - o e m - a m  sum-v i”~-l depends  on it.

Pc- n a - a r :  an a l l r s i s  and clec’ : cn t a t i o n  are essent ia l  to

sol’n progi- a in man a-ocr r r r t .  ‘t  v T  ii ho th e  tour c— f the ’
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c-roc-::ar : ~Lia- cc :c  who n o e s  cOla 0 :c’ce:clv a-J an - a-n T ao — ar - rn no::

anal— ’zc h-in :. ‘oqrm -m- e f f o m -t s

AJm -i : :is ta  :tion in  s e ca n c l a r n ’  or r m - - a — c : : i n t e n  to on-st

T: : oc rc :  Control offices. Pm-mr-u :::, :1m-m- 1’ c : - - r i  ~usi ness- T :  —

acc -~ent ~- d 1 T . c  os assi s:cd. sacd i r e sm -oros i  h i l T  t ies , i t  is i :.pe - :  —

::Lvc Tal at Id ov reT c4 in :1 a sane ag-in be ’ -arn e: :  as 1’ - ‘ mcvi :1

on fin ::ca- ::l manr anacent . ~ccc : c :f or unt a - :- c- ma cia :-

can oc the start of - - - r - m - u -  prcl :lccc-- .

Prr:Cs:a!ar Cen tr o l/Businoos-  I T a - a c e er c e n t  o ffi ces  s::e- the

Pu’ of nrogran off ice- ::. TTo~- ’ wel l  t h e y  perle  so. 11cc f ace—

t ion clcrtc::nines to a a re-a t  al e-c-see the success of the program.

No program s h o u ld  f a i l  or f r I  ter because  the iTrograr- Ccnt ro i/

c-usiness T.P:nagenent offica dir ’ ~ct or could. not pcrrfo :-: its

t :a’:s.
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