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1.0 Purpose 

This strategy provides a framework for implementing Activity Based Cost Management (ABCM) across the Department of Navy (DON) as part of the Department’s Revolution in Business Affairs, and supports the Department’s Business Vision and Goals. 

ABCM is a cost management ‘tool’ or technique that will fundamentally enable DON to better understand and manage its Total Ownership Costs (TOC).  TOC is defined as “The sum of all financial resources necessary to organize, equip, and sustain military forces sufficient to meet national goals …” 

2.0 Introduction

The department’s approach to ABCM implementation is to make available,  on an enterprise-wide basis,  the policy,  guidance,  tools,  metrics,  information and knowledge necessary for a manager to successfully implement ABCM in his/her organization.  Each manager will decide on the appropriate pace and path of implementation based on the needs of his/her particular organization.

2.1 The TOC Reduction Vision 

The vision of the TOC reduction initiative, as approved by the Defense Systems Affordability Council (DSAC) in November 1998 is that:

“Every defense manager understands his / her costs and is motivated to manage work to continuously improve quality and efficiency”
DON has a two-prong strategy (figure 1) to achieve this vision.  The first prong is entitled ‘Act now to reduce TOC.’   It  includes efforts DON is taking to immediately reduce costs.  The second prong is entitled ‘Prepare to manage TOC.’  This is focused on providing managers with the tools,  techniques, and incentives necessary to better understand and manage efficiency and quality as an integral part of every day business.  Both aspects of the strategy are being pursued simultaneously and both are necessary to realize the TOC vision. 
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Figure 1.  TOC  Vision 
2.2 Why ABCM?

There are many ways to view costs in the DoD.   Figure 2 depicts some of the most common views.   Traditionally, costs have been viewed by appropriation, by organization, by weapon system, etc..  An activity-based view augments, rather than replaces, these other views of cost.  Managers need to be able to examine cost information using the view or views that best suits their perspective within the organization.  Managers will also need different views of costs depending on the management decision at hand.  A manager at any given time, may look at costs from one or multiple perspectives. 
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Figure 2.   Useful Views Of Cost.

Managers of a military base,  for example,  may need additional information to be able to simultaneously manage the costs associated with performing the mission(s) of that base as well as manage the costs associated with specific products and services provided by the base (an activity view).  A manager of a weapon system may want to look at the costs associated with his/her particular platform, costs within a certain appropriation, or costs for a particular warfare task that includes multiple platforms and equipment.  An activity-based view of cost adds a perspective not provided by other views of cost widely available in the department today.  Furthermore, its focus on causes of cost improves the realism and clarity of costs rolled up or broken down in other views of cost. 

The activity-based view of costs displays information relative to specific activities being performed and the resources consumed by those activities.   Activity costs can then be associated with products or services to obtain a more realistic and complete cost of producing the product or providing the service.  This is called Activity Based Costing(ABC).  

When ABC information is routinely used to make management decisions, an organization is said to be practicing Activity Based Management (ABM).   Because ABM is a logical extension of ABC, and for simplicity,  this document refers to these collectively as Activity Based Cost Management (ABCM).  Figure 3 shows a more traditional appropriation view of cost information as compared to an Activity view of cost information provided by ABC.


Figure 3.   Comparison of Accounting Methods

ABCM is a technique or ‘tool’ designed specifically to support effective management decision-making.   Fundamentally, an activity-based view of costs: 
· Provides visibility of costs and causes of costs.
· Enables understanding of process and product quality as a function of cost.
· Provides robust capability to relate cost to performance[output]
· Improves ability to manage cost and performance over time, strategically and operationally .
There are many types of decisions typically encountered in the commercial and federal sectors for which activity-based information has proven useful:

Process Improvement

· Analyze or simulate, and change business processes

· Move, replicate, reassign operations

· Define accountability or responsibility for processes and activities

· Coordinate or quantify  ‘Total Quality’ or similar initiatives 

Pricing and Profitability

· Analyze profitability of products, services, customers, market segments or distribution channels

· Set prices for products or services

· Estimate or bid on work

· Set transfer prices for shared services.

· Rationalization of product mix 

Budgeting 

· Activity-Based Planning   and Budgeting

· Capital Justification

· Impact (What If) Analysis

Cost Analysis

· Target Costing

· O&S Cost Reduction

· Strategic Cost Reduction

· Understanding Cost Drivers

· Life Cycle Costing

· Evaluating Outsourcing

· Cost Driver Analysis

· Inventory Valuation

2.3 Why Enterprise-Wide ABCM?

In October 1996, the Defense Science Board (DSB) released a study titled “Achieving an Innovative Support Structure for 21st Century Military Superiority.”  This report cited the need to substantially reduce operation and support costs.   Activity Based Costing was cited as the method for improving the visibility of cost information for management purposes.  This study was released on the heels of numerous other reports and studies also calling for a substantial reduction in the department’s operations and support costs.  The National Performance Review (NPR) 2000 reiterated the need for improved cost management information within the department.  The NPR Goal #10 called for routine visibility into costs “ … through (the use of) Activity Based Costing and Management.” 

Reduction of TOC, by definition, is an expansive and far-reaching effort.  The success of the TOC reduction efforts depend on leaders and managers at all levels reducing their costs across a broad spectrum of business activities.  Ultimately, success depends upon building interest and voluntary cooperation from every level of management.  This need for broad acceptance and voluntary cooperation heavily influenced the development of this strategy.    

2.4 Why This Strategy For Enterprise-wide ABCM?

ABCM is a tool for managers.  Its effectiveness in DON depends on individual commanders and managers accepting the tool and using the cost information it provides to run their organizations more efficiently.  In an enterprise as large and as complex as DON,  a top-down, centrally planned and controlled approach for ABCM is just not viable.  Whether cost information is activity-based or derived from other cost management tools, it must be useful to local managers for decision making.  These managers must have the flexibility to define their cost management information in such a way that is useful for them in managing their processes and costs.  Furthermore, development of a single standard cost management system is a very expensive, cumbersome, and time-consuming task and it is not likely to meet the needs of everyone in any case.

Nonetheless, without a department-wide strategy and some corporate level planning and coordination, implementation progress will be unnecessarily risky, expensive, and of limited use.  System solutions proposed for ABM in any particular functional area must be coordinated with corporate plans and investments in enterprise-wide information management, such as Enterprise Resource Planning (ERP), as well as with any mandated DoD standard systems.  Some commonality of terms and definitions for similar processes and activities is essential to enable managers to benchmark their costs with the costs of similar functions in government and industry.  Furthermore, sharing of common terms and definitions for common processes and activities saves time and money for in-house personnel and consultants.

A planned, coordinated corporate-level approach also provides managers with access to lessons learned and knowledge from similar implementations.  Tools and training can be developed and contracted for centrally to keep implementation costs low and success rates high.  Various tools that assist managers in planning an implementation or managing progress can be provided rather than being constantly reinvented each time ABCM is to be implemented.  One such tool is under development now in partnership with a leading cost management organization, the Consortium for Advanced Manufacturing – International (CAM-I).  It is a pre-implementation assessment and planning tool that builds upon ten years of lessons learned and best practices studies in ABCM implementation.  Also, as links to various other department-wide databases are built, they can be shared with others, thus minimizing software development and maintenance costs.  

Clearly, an enterprise-wide strategy that addresses the shared needs of implementing ABCM without unduly limiting local decision making autonomy is needed for successful implementation.

3.0 Elements of the Strategy

This strategy is specifically designed to consistently implement ABCM across the department while preserving autonomy at the local management level.  The strategy will minimize implementation costs to the department and the implementing activity as well as keep success rates high.  It draws from an extensive ABCM knowledge base of case studies, best practice studies, and lessons learned in both industry and government. The enterprise-wide ABCM strategy involves six key elements as depicted in figure 4 below.




      Figure 4.  Elements of the Strategy

The strategy has been reviewed and endorsed by leading industry experts in the area of cost management.  Elements of the strategy were cited as a ‘best practice’ in ABC by the American Productivity and Quality Center and the entire strategy has been favorably reviewed by three top accounting firms and throughout the Department of the Navy.


3.1 Policy



Policy is the first element of the ABCM strategy.  The policy will be stated in simple fundamental terms such as ‘DON will aggressively manage costs throughout the organization at all levels using advanced techniques such as ABCM, Target Costing, and CAIV (Cost As Independent Variable).   The policy will focus on the elements contained within this strategy and will be specifically designed to enhance successful implementation at the local level.  It will guide implementation of ABCM across the enterprise in a manner that maintains the local manager’s decision-making autonomy.   Policy and guidance will address: 

· Implementation Guidance 

· Common Metrics

· Leadership Commitment

· Incentives

· Creating Cost Awareness and ‘Change Management’

· Providing Training and Knowledge Sharing


3.2 Common Framework

The second element of the strategy is the development of a common framework of terms and definitions for common functions, processes, and activities of the department.  

Functional communities of DON such as acquisition, engineering, logistics, procurement, finance, personnel, etc., will define what they do, using consistent terminology, to a level of detail appropriate to that particular community.   The level of commonality will vary by the level of commonality inherent in a particular function.  For example, the procurement or personnel communities may have more commonality in what they do than other communities as a result of their extensive use of standard processes, forms, etc.   They may therefore be able to define their common functions, processes and activities to a greater level of detail than would be possible in other communities.   

Functional communities will also integrate their activities by linking them logically within defined, organizationally cross-cutting processes such as ‘system acquisition’ or ‘fleet support.’  Cost and time to develop and maintain the common framework will be minimized as universal activities such as personnel and payroll services are defined to an agreed upon level of detail only once and referenced as needed.   When a local manager decides to implement ABCM in a particular functional area that has been previously defined within this common framework, they will be able to download the information directly into their ABCM or Enterprise Resource Planning (ERP) software.  If a manager requires more detail than the framework provides, he/she will be free to add further detail.

The common framework will provide many advantages to both the local manager implementing ABCM and to the DON corporately.  

For the local manager, a common framework allows the manager to begin ABCM much more quickly and at a far lower cost.  Costs will be significantly lower for consulting services, training, and internal coordination.  Productivity will not be compromised by having to pull key managers out of their day to day responsibilities for extended periods in order to define all of the organization’s functions,  processes,  and activities.  

The common framework will also eliminate duplicative work for local managers in defining cross-cutting processes and in defining ‘universal’ activities such as personnel and payroll.  

For rapid ABCM implementation,  a local manager may decide to adopt the common framework ‘as-is,’ review his/her operation accordingly, and add detail only as needed.  

The common framework will also enhance a manager’s ability to more accurately compare costs to industry and government averages and best practices.  This enables managers to ‘spotlight’ what might be an inefficient area and initiate a Business Process Reengineering (BPR) effort or investigate best practices for possible adoption.  

Adoption of the common framework will also enable managers to more rapidly adopt an ERP system, as these systems can come ‘prepackaged’ with the common framework built into the ABCM module. 

From a department-wide perspective, the use of a common framework will provide many benefits as well.  Benefits include lower departmental ABCM implementation costs,  increased use of best practice methods,  better focused BPR efforts,  and better coordinated and rationalized technology investments. This will invariably  lead to better cost management throughout the department and  lower costs for products and services. A common functional framework is not only essential for department-wide cost management; it is critical to minimize the cost and accelerate  implementation of any Naval ERP solution  eventually selected.


3.3 Tools & Help 

Centrally provided tools and help are the third element of this strategy.   Tools and help will include services such as training, software tools, on-line library services, contracting services, tutorials, lessons learned, best practices, and sharing of previously built interfaces between ABCM software and other systems.  Figure 5 provides a detailed outline of what might be provided to assist the local implementers.  Several tools have already been developed or are currently under development.  A Metrics tool (discussed in the next section) is currently available for use.  A Preimplementation planning tool is under development by the Navy in conjunction with the Consortium for Advanced Manufacturing – International (CAM-I).  Local managers would have access to a virtual ‘tool kit’ of support services and products to help minimize their implementation costs and maximize departmental success rates. 


Figure 5.    Tools & Help

3.4 Performance Metrics

The fourth element of the strategy is a consistent set of metrics to assist in planning and managing ABCM implementation progress.  These metrics measure the degree to which an enterprise defines its activities, gathers pertinent data on the activities, makes decisions based on activity data, and integrates the collection, analysis and reporting of activity data into routine management systems.  The metrics, as illustrated in figure 6, measure growth in ABCM performance over time and provide a mechanism to understand performance in the context of a particular organizations ABCM implementation strategy.



Figure 6.   ABCM Metrics

The metrics were developed by a team representing the acquisition, logistics,  and cost communities of the DON.  They have been identified as an ABCM ‘best practice’ by the American Productivity & Quality Center (APQC) and by the Consortium for Advanced Manufacturing - International (CAM-I).  They have been favorably reviewed by three major accounting firms and cited as “an extremely valuable tool for enterprise-wide ABCM in very large organizations.” These metrics are currently being used by several Navy implementation sites and are being evaluated for widespread use commercially.

 

3.5 Local Approach and Local Funding

The fifth element of the strategy is the concept of a local approach and local funding of each ABCM implementation.  Cost management information, derived from ABC or other cost management tools,  must be useful to local managers for decision making.  These managers must have the flexibility to develop an implementation approach appropriate to their needs. 

This strategy affords to local commands the flexibility to set the appropriate pace and path of implementation and decide on the level of ABCM capability needed.  These local sites would draw upon common support services such as policy guidance,  the common framework,  tools & help,  and metrics,  but would plan their specific implementation based on their specific needs, within their resource capabilities, and justified by their business case analysis.  ‘Local funding’ includes funds for productivity, improvement, cost reduction funds for which the local sites are eligible to compete, as well as any funds which an individual resource or functional sponsor may establish to promote efficiency or cost reduction in their areas of responsibility.  A single central funding account for ABCM implementation will not be established. 

Local management decides:

· Degree of ABCM capability needed [with metrics]

· Where to start applying ABCM

· How far to go

· What software tools and consultants to use

· How to justify it and how to pay for it


3.6 ABCM Support

The last element of the strategy calls for a small central ABCM support team.  This  team would have several key functions in support of this strategy, including:

· Assist functional communities in defining their high-level  functions (building the common framework).

· Coordinate integration of processes that cross functional boundaries and the sharing of defined ‘universal’ functions.

· Track and publish government and industry benchmarks.

· Coordinate lessons learned and best practice information.

· Develop and maintain web-based tools and information.

· Develop/contract for training courses and materials.

· Provide ‘leadership team training’ to new implementers

4.0 Critical Success Factors

Five factors have been identified as critical to the successful enterprise-wide implementation of ABCM.  These critical success factors are based on specific ABCM case studies, best practice studies, and lessons learned in both industry and government.  These success factors are interdependent and interrelated with each other and with the six elements of the strategy.  When implemented as a cohesive whole, the elements and critical success factors create a comprehensive strategy affording a very high probability of success.


4.1 Incentives

Incentives are important to this strategy.   ABCM helps to identify opportunities for cost reduction, but a manager must be incentivized to implement the reduction without fear that further budget cuts are the logical result of their improved efficiency. The further reduction of budgets as a result of saving money is one of many negative incentives or ‘disincentives’ inherent to our methods and systems today. 

DOD managers have traditionally been judged by their effectiveness in accomplishing their mission, not necessarily by the efficiency in which they achieved that mission.  The use of incentives and the removal of ‘disincentives’ will quickly build interest and voluntary cooperation from every level of management.  A simultaneous focus on incentives and improved cost management techniques will have a synergistic impact on total cost reduction.


4.2 Top Down Commitment

Effective use of ABCM requires fundamental changes.  Unwavering support from leaders where ABCM is being implemented is critical.  Many ABCM projects that end up in failure suffer from a lack of demonstrated leadership commitment to implementing the process changes identified through analysis of activity-based cost and performance information. Demonstrated leadership commitment involves: 
· Acting as pioneers for change 

· Planning  for continuity of focus as leaders turnover

· Demonstrating open mindedness and ‘open book’ management style

· Consistently encouraging mid-level managers and process owners

· Relying on ABM information for routine decision-making


4.3 Metrics

Performance metrics  are the fourth element of this strategy and they are critical to its success.  They measure implementation.  As such, they help to plan an ABCM implementation and to measure growth in ‘performance of ABCM’ over time (i.e., the degree to which ABCM is in place).  The performance metrics associated with this strategy are designed to allow  implementers, as well as the DON as a whole, to measure implementation progress without dictating implementation methodology or forcing implementers to track and centrally report ‘savings from ABCM.’  Use of these performance metrics is critical to the success of this enterprise implementation strategy.  

The ultimate metrics for the value of ABCM implementation to DON managers are the performance improvements and the savings that accrue from understanding and aggressively managing costs on a continual basis.  

Tracking savings to ensure value is received for money spent on ABCM is the responsibility of resource sponsors and line managers.  


4.4 Change Management

ABCM is an organizational management process run by managers who own the processes. Using ABCM, inefficient operations will standout where they may have been disguised before.  This visibility can be very unsettling unless managers are prepared to deal with the potential impact of this information.

The biggest potential impact is that visibility of the results from ABCM will adversely affect people within the organization.   Processes having marginal benefit will be quickly identified using ABCM and managers will be faced with difficult decisions on how to implement cost reductions, some of which may require reduction in labor applied to the process.  

With a strong potential for resistance, leadership and training are essential to ensure that everyone participating in the activities of the organization understand and accept that ABCM will be part of normal operations.  Financial information will be a by-product of individual process owners and managers’ efforts to ensure value-added activities in their processes.  

Some of the actions managers may be able to  take to put change in a positive light and to minimize its impact on personnel are:

· Drive out fear.

· If practical, assure workers that they will be retrained and ‘redeployed’ rather than being let go.

· If continued employment is not certain,  focus on how ABCM can make the organization more efficient and therefore more competitive.

· Make retraining and cross-training opportunities easily accessible

· Reward actions that support the desired culture.

· Be proactive with up-line and down-line communication.

· Create and communicate a contingency plan for risk mitigation.

· Be seen as pioneers for change.

· Make specific plans to ‘stay the course’ as management changes.

· Exemplify open-mindedness  and ‘open book’ management style.

· Consistently encourage mid-level managers and process owners

· Reliance on ABCM information for routine decision-making

4.5 ABCM Support

ABCM support is both the fifth critical success factor and the sixth element of the strategy.  Efficient and effective enterprise-wide implementation depends on the establishment of this support team.  This small central team would provide services and products that would be prohibitively expensive to obtain by each implementation site.  The team would also provide coordination services for functional communities in defining their high-level functions and in recommending incentives.  This group would also be instrumental in assisting implementers with another critical success factor, change management.   The services and products provided by this support team are critical to the successful implementation of ABCM DON-wide.

ABCM Metrics


ABCM Metrics

Metrics for  implementation are critical to success of this strategy.  They help to plan an ABCM implementation and to measure growth in ‘performance of ABCM’ over time (i.e., the degree to which ABCM is in place).  The performance metrics associated with this strategy are designed to allow implementers, as well as the DON as a whole, to measure implementation progress without constraining them to any particular method of implementation or forcing them to track and centrally report ‘savings from ABCM.’  

The ultimate metrics for the value of ABCM implementation to DON managers are the performance improvements and the savings that accrue from understanding and aggressively managing costs on a continual basis.  

Tracking savings to ensure value is received for money spent on ABCM is the responsibility of line managers implementing ABCM, their immediate chain of command,  and their resource sponsors.  

Four categories have been defined within which specific quantifiable metrics can be assigned:

· Activity

· Decision

· Data 

· Integration


Figure 1.   ABCM Metrics

Figure 1 shows each type of metric in one of four quadrants with specific metrics within each quadrant.  Definitions for each metric are provided below.  When an implementation is begun, the leadership team for the enterprise assesses 1) where they are,  and 2)  where they want to be at a future time.  With these two points defined,  plans can be made, and progress can be measured. Definition of how implementation will proceed and assessment of progress is in the hands of the implementers.

Activity Quadrant:

· Breadth  -  Extent to which the full scope of enterprise functions have been defined and agreed upon by stakeholders.  

Determined by:  percentage of enterprise functions for which the full range of activities have been defined and agreed upon by stakeholders.

· Depth  - Level of detail, breakdown or indenture to which the activities and transactions of an enterprise have been defined and agreed upon by stakeholders.  

Determined by:
leadership’s estimate of total number of levels needed to identify all activities of the enterprise and number of levels that have been defined and agreed upon by stakeholders.  Stated as a percentage to normalize for variation in size and complexity of enterprises.

· Standardization  - Extent to which common terms have been agreed upon for common activities within the enterprise, including output metrics. 

Determined by:
the percentage of defined activities, for which common terms and definitions, including output metrics, have been agreed upon by stakeholders. 

· Discipline  -  Degree to which functions, processes and activities “as defined” are kept current with “as executed.”  

Determined by:
average variance from a standard update cycle agreed upon by leadership.

Decision Quadrant:

· Operational - degree to which operational decisions are being routinely driven by ABCM.  

Determined by:  leadership’s estimate of the percentage of total costs which are being routinely effected by operational decisions essentially based on ABCM information.  

· Strategic - The degree to which strategic decisions are being routinely driven by ABCM.  

Determined by:  leadership’s estimate of the percentage of total cost which are being routinely effected by strategic decisions essentially based on ABCM information.

· Special  -  The degree to which ad hoc decisions have been made based on ABCM information.    

Determined  by:
leadership’s estimate of the percentage of total costs which have been effected by some decisions (routinely or not, operational or strategic) that were based in whole or in part on ABCM information.

Data Quadrant:

· Enterprise Cost  -  The degree to which total cost of the enterprise is known and understood in terms of the activities which create/consume cost.  

Determined by:
the percent of total enterprise costs that have been correlated to defined activities.  

· Activity Costs  -  The degree to which costs of activities are known.

Determined by:
the percent of defined activities for which costs are known.

· Output - The degree to which the activity performance levels (outputs) are known.  

Determined by:
percent of defined activities for which performance (output) is known. 

· Drivers  -  The degree to which activity cost drivers are known.  

Determined by:
the percent of measured activities for which cost drivers have been identified. 

Integration Quadrant:

· Cost  -  The degree to which activity costs are routinely available.   

Determined by:
the percent of defined activities for which activity costs are routinely available within normal management systems (automated or manual).

· Output  -  The degree to which activity performance (outputs) are routinely available.  

Determined by:
percent of defined activities for which performance data is routinely available within normal management systems (automated or manual).

· Drivers   -  The degree to which the status of persistent activity cost drivers (internally and externally controlled) are routinely available.   

Determined by:
the percent of cost drivers for which information regarding the cost drivers are routinely available.

Glossary 


Activity 
Group of tasks which are a combination of elements of how work is performed.  Activities are controlled by business rules that define goals, strategies and/or regulations governing the activity.  Rules can take the form of policies, procedures and/or algorithms.

Activity Based Cost Management
 
A methodology for understanding the activities, processes, services and products of a business.  Identifies activities and drivers that consume resources and affect performance [output], and associates them to products or services,  or other ‘cost objects’.

Cost
Attribute of an activity, like ‘duration’.

Cost Driver
Causal factor, event or condition that is a dominant influence on cost.

Defined Activity 
A function, process, activity or task that has been identified and described in terms agreed upon by stakeholders,  for which there may or may not be a standard definition in effect throughout the enterprise.  

Defined Cost
     Identified cost of performing a defined activity. 

Enterprise   
A set of functions. 

Function / Process / Activity / Task 
An activity hierarchy  of the enterprise.  As a practical matter and for simplicity,   the term activity is generally used herein without distinction.   This is because it is difficult and often not useful to draw fine distinctions among  process,  activity,  and task.   One exception is that the term function is reserved for the first level of activity breakdown below the enterprise or summary level.   When using these terms in a specific applications,  context and common sense are the rule.  Conceptually,  a process may be viewed as an orderly arrangement of related activities operating under a set of procedures or business rules in order to accomplish a specific objective; a task is the smallest unit of work within an activity.

Leadership

The enterprise leader’s management team. 
Measured Activity 
A defined activity for which costs and outputs are known.

Operational Decision
 Decisions which are limited in scope, normally short term, and  not having great impact on the enterprise as a whole.  Classifying decisions as operational or strategic is a function of leadership.  

Output Metric
  Measure of performance for defined activity.
Stakeholder
   Activity owner, manager, executor, customer, supplier, or policy authority.

Strategic Decision
 Decisions that have great impact on the enterprise as a whole.

Standard Activity
A defined activity, the term and definition of which has been agreed upon by stakeholders and approved by leadership for use enterprise-wide.

Total Costs      Total of all costs of all kinds and categories resulting from existence and operation of the enterprise.    For example, Total Ownership Cost (TOC) of DoD as defined by the Defense Systems Affordability Council (DSAC).

Transaction   Activity performed externally to the enterprise (outsourced) by contract or other agreement.
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Traditional  vs. Activity View of Cost


    Appropriation View		               Activity View





Civilian Personnel    $50,000	Maintain Facility	     $18,500


POL		              8,000	Acquire Supplies	         8,350


TDY		       	  450	Purchase Spares	       27,500


Transportation	  125	Provide Billets              1,675


Rent/Leases	        	  250	Develop Budget	            450


Utilities		  820	Train Personnel	            275


Communications	  175	Maintain Records	              70


Facility Maint.             1,250	Operate Comm Ctr.         150


Services		  225	Instll/Main. Computers    275


Supplies		  150	Operate Rec. Facility       550


Equipment		  350	Provide Medical Care    3,750


	        	         $61,545		                    $61,545
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Every manager understands his/her costs and is motivated to manage work to continuously improve quality and efficiency.





Cost As Independent Variable (CAIV) 


Commercial Operating & Support Savings Initiative (COSSI)


Cost Reduction & Efficiency Improvement Council (CR&EIC)
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ABCM software “lending library” for evaluation.





























Interface Protocol development guide.





Tools & Help
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Common Framework
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Workgroups using web-based technology. 


Forums to exchange ideas & information.


Shared access to work files, etc.


“Frequently asked questions (FAQs).”


Announcements of training offerings.


Links to related industry,  government,  academic websites.





Help











PREPARE           to manage TOC 


...advanced cost 
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Common Frame


Work
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ABCM Support





Help
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Communication


Knowledge Transfer





Help





On-line access to ABC/M policy,


strategy, & implementation guide.





Help











Web-based training for all


personnel using ABCM.





Tailorable pre-implementation survey to evaluate organizations’ readiness to for ABCM,  based on expert opinion,   lessons earned,  and best practices.  Web-based.   Self-tabulating.











Existing Interface Protocols between management & financial systems.





ACTIVITY   ACTIVITY 


  Activity             Activity


  Activity             Activity


  Activity             Activity 


  Activity             Activity











Common framework of previously used activity terms and definitions that can be loaded 


directly 


into 


ABCM 


software.





Access to contracts for ABCM software and consulting services.





Output











Drivers 





Output





Special





Strategic





Operational





Depth
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Invest





Operate








� Excerpt from Under Secretary of Defense for Acquisition and Technology memorandum dated 8 October 1997





� Hypothetical case from presentation by Coopers and Lybrand, LLP July 30, 1997.
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