| A functiﬁn ‘of the cost of develg‘pment—*—f of howmehwe are wil

predicted, there is little doubt that these economies (payoffs) w
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- and 6oo respectively. The chance of success is estimated to be 50 per cent
~ for both the HC-500 and HC-600 developments, so that the expected pay-
offs, if each is 'developed alone, are 150 and 250 respectively. The ex-

- pected payoff for developing both, however, is more than half the esti-

- mated payoff if both developments are successful. With the assumed
Probabilities there is one chance in four that both will be successful

(payoff 600), one in four that neither will succeed (payoff o), one in
four that only the HC-500 (payoff 300), and one in four that only the

~ HC-600 (payoff 500). will be successful. The average expectancy is 350,
“In the example the preferred alternative is to develop both, Wﬁiich:promises o
an expected net return worth 200 -— 50 more than if only the HC-600 is o

~ Two points must be stressed in connection with this example. First,

there is a spurious air of precision about the figures in the table. Al
~are the roughest kind of estimates. The uncertainties clouding ‘the esti-
- mated payoffs have been discussed in Chapters 8, 10, and 11, There are

~ similar uncertainties regarding development costs, which frequently ex-

~ ceed estimates by factors of two, three, or more. And the 5o per cent
- estimate of chance of success is obviously a shot in the 'dark‘"; clearly
- there are degrees of success, and also clearly the chance of success is a

are willing to spend enough time and money on t} m. Moreover, ent es
in the table will usually be more uncertain, not less, when Wwe are con-
- cerned with weapon systems w»rfa‘;»tfher;,tha"ﬁgca:;go';i:::transports The HC-500
and HC-600 are ‘apparently fairly ffst’raigﬁtfd’rWardfi*“‘adv nces on e
_ transports. Their payoffs are essentially of the cost-saving variety. If the
physical and performance characteristics of the transports are about as |

fact be realized. The weapon system, however, may weil represent a

considerably greater advance in the state of the art, which will make the
‘ outcomg-,fa;sf;*Well,zas;\;t.-ime;andﬁ cost highly unpredictable. Moreover there
is likely to be ;.greé‘t;‘xuncértaiﬁt"y.,frfé’g’ard  the ‘military worth of t e
~ performance characteristics even if these turn out as predicted — for

_reasons elaborated in ?‘Chapater_ 10. We cannot really know in ‘1960 how

upon t'h‘e, chzi_rﬁa(:teﬁ of, say, Soviet air defenses in 1970, which w 'I{dépeﬂd,

in part upon the success of Soviet d¢Vé~lmeehftS{nOtyet' und‘ertai‘fkén‘; Ma h

- 4 might make th‘e‘}d‘iffe-ren(céef“:betwéen being able to penetrat.e»ahdf not |
being able to Penetrate; or it might have trivial or even negative? value, e

~ ®Infra-red devieesﬁi,fare“mofé effective in detecting the ‘higher speed power plants and |
in"'directing‘:defensé‘miSSilesfihzt'O-themr e SR




