4.3  Alternative Network Architecture Cost Totals


This section presents the total costs for all alternative network architectures considered in this study.  The total cost for each option is obtained by summing the costs associated with the five major network cost elements, which were defined as:


Construction (Section 4.2.1)


Communications equipment (Section 4.2.2)


Communications software (Section 4.2.3)


Leased circuits (Section 4.2.4)


Network  OAM&P (Section 4.2.5)


Costs can be expressed in terms of constant dollars, discounted dollars, or both.  The value of constant dollars does not change over time since constant dollars do not include the effects of inflation.  Discounted dollars reflect the economic fact of life that a dollar spent today is worth more than a dollar spent in future years. When analyzing costs for periods of more than three years, the Office of Management and Budget (OMB) recommends that costs be stated in terms of discounted dollars. Real Treasury borrowing rates for marketable securities of comparable maturity to the period of analysis should be used for discounting.  OMB circular A-94 indicates that a real interest rate of 2.8 percent is currently applicable for analyzing  a ten-year life cycle.  Discount factors for this study were derived using the OMB-supplied  2.8 percent interest rate.


Table 4-71 illustrates the total network costs for the ten-year life cycle and also for the first five years of the life cycle. Costs are expressed as constant dollars (for budgetary purposes) and also as discounted dollars calculated as described above.


Tables 4-72 through 4-76 present more detailed annual cost breakouts for the five families of network architecture that were analyzed:


All-lease (includes L1, L2, L3, and L4)


H1x (includes H1, H1b, H1c, H1d, and H1e)


H2x (includes H2b, H2c, H2d, and H2e)


H3x (includes H3b, H3c, H3d, and H3e)


H4x (includes H4a, H4b, H4c, H4d, and H4e)


Costs are also decomposed into the five major cost elements and tabulated for both the full life cycle and first five-year life-cycle period.  Relative percentages of the total network cost are also shown for each cost element.
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Table 4-71.  Total Cost Summary: All Options
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Table 4-72.  Cost Category Breakout By Life-Cycle Year: All-Lease Options
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Table 4-73.  Cost Category Breakout By Life-Cycle Year: Hybrid Options H1x
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Table 4-74.  Cost Category Breakout By Life-Cycle Year: Hybrid Options H2x
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Table 4-75.  Cost Category Breakout By Life-Cycle Year: Hybrid Options H3x
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Table 4-76.  Cost Category Breakout By Life-Cycle Year: Hybrid Options H4x
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