The answers in this document are from the perspective of a consultant who supports OPNAV N46 (US Navy) as a client.  These answers are only the opinions of this outside observer.

1.  What are the institution’s current cost and performance management decisions and decision making processes? 
•How is the organization being managed now/what is the current framework?

–Where is the cost and performance management managed in your organization?

Most cost in the N46 organization is managed through the standard budget process.  Recently N46 developed 20+ Internal Process Teams (IPTs) representing the largest (according to budget) areas of the Shore Installation Management (SIM) community.  Examples of this are: security, facilities, utilities.  These groups were charted to analyze and quantify the different levels of performance or “service levels” (SL) for their specific areas.  The highest form of performance is an SL1, while the lowest is SL4.  Organizations can now measure which level they are at and what the cost is at that level.

–Are there incentives in your organization to manage cost and performance?

Very few incentives are provided.  In fact, managers often have to “give-up” any cost savings they area able to find.  A form of gain sharing needs to be developed to encourage manages to better manage their cost and performance.

•What are the institution’s current cost and performance management practices and principles? What actions has your institution taken? 

–What kind of written cost and performance policies do you have now?

There are many policies written to manage the budget process.  Furthermore, there are many policy documents at higher levels (DON, DOD, etc.) written about performance management.  However, very little “policy” is written at the N46 level regarding cost and performance management.

–What kind of cost and performance management skills and training are we developing?

Several members of the IPTs have received training in the area of cost and performance management.  However, the decision to take this training is at the individual level and is not consistent across the N46 organization.

–How are we organized to implement cost and performance management?

N46 is currently changing to a different organization, Commander Naval Installations (CNI).  This new organizational structure will better facilitate cost and performance management.  The parent organization, CNI, will have both policy and budget control of the Navy’s regions and installations.  Historically, policy and budget control have not been centralized for these organizations.

–What cost and performance management practices and tools are being used (focus on Value Quest’s seven) 

Activity-Based Cost Management and Process Management (both at early stages)

–How is data integrity being assured?

It is not...but one of the goals of CNI will be to make sure that it is through a centralized methodology and data warehousing structure. 

–What are the key concepts/diagrams/PowerPoint illustrations that are used to inspire your organization to use cost and performance management.

N/A

•What kind of relevant cost and performance management decisions are our leaders making and how are cost and performance management practitioners helping? 

–What other impact is cost and performance management having now?

Privatization, BRAC, A-76 and allowing for the more accurate accounting and charging of reimbursables.  Additionally, the use of ABCM has led to significant coordination between some of the regional cost management staff and to a degree of convergence in the way costs are measured and reported.

•What are the key processes influenced by Cost and Performance Management?

–Installation management?

This is the only area I know of that is working aggressively in the area of cost and performance mgt.  I am only answering from this perspective.  Most if not all the functional areas within installation management (as depicted by the IMAP) are within the scope of the cost and performance management initiatives mentioned herein.

–Systems acquisition?

–Operations?  Depots?

2.  How did the current process evolve?

•What were the internal driving factors influencing implementation of Cost and Performance Management practices?
Significant budget reductions, as well as being required to deliver the same service levels (performance) for a low cost.
•What guiding principles and environmental factors influenced these decision-making processes?

–Guiding principles and concepts

For ABCM, the claimants are implementing within SIM to primarily understand cost, achieve greater visibility into the real/total cost of conducting business, and to eventually make management and resource allocation/trade-off decisions using real/total costs.  During implementation some organizations have expanded their objectives for ABCM to include eventually using it in the budgeting process and tying it to performance management, for example.

–The intent (Mission, objectives, purpose)

Within N46 ABCM initiatives have primarily been claimant-managed and driven (i.e., the claimants have provided the funding, set objectives and schedule, and managed the implementations). Accordingly, the mission, objectives, and purpose were established at the claimant level and cost management strategies tailored to meet those claimant requirements.  OPNAV N46 is in the process of formalizing its own intent and that of the future CNI organization.

–Why

Per above, ABCM has been initiated primarily in response to claimant requirements.

–Requirements, policies, dates who issued?

At the OPNAV N46 level, the ABCM Strategy document signed by RADM Cole 4/01.

–Statutory

–Chain of command

CNO cut the budget...N46 must figure out a way to continue operations with less resources.

–PPBE and accountability

•How did your organization implement Cost and Performance Management?

· what tools?

Activity Based Costing (early stages, happening at the regional level)

· what process was used?

A common methodology at the Claimant level, but not common between claimants.  This will change with the development of CNI.

–What is the estimated cost for these current process evolution?

• Highly standard driven/funded from above?

Unknown (in excess of $4M for regional implementations)

–What level within organization was current process implemented?

•Local effort?

Only done at regional levels.

•Headquarters?

Claimants direct implementations OPNAV helps with policy/strategy development.

•Who were the key people in your organization who brought the program this far and where are they in the organization?

SES and Admiral Level...military REQUIRES upper-level support.

•What are the significant results your organization has achieved?

Better understands costs for budget cycle. Can get correct reimbursements from other services.  Shorten the length/cost of budget calls.  Compare regions performing similar activities against each other to find best practices.

2.  How did the current process evolve? (continued)

•What were the governing requirements?

–Requirements

GPRA, PMA

–Policy  

ABCM Strategic Document signed out by RADM Cole 4/01

•Who issued it? 

•When was it issued?

•How have cost and performance management practices changed?

It hasn’t changed yet...managers are still getting used to using the information.  There is a level of comfort that is required before it changes the current cost and performance practices.

•What revolutionary changes did occur during the same time?

The development of CNI occurred at the same time, but the two are unrelated.
•What were the enablers to the evolution?

–Funding

Not enough

–Time

Too Much

–People – Resources

Not trained in the right areas

–Leadership buy-in

YES, YES, YES. Critical to success.

–Systems integration

Only integrated at the Claimant level, CNI will integrate across the SIM community.

•What were the constraints to the current process evolution?

See above.

–Skill sets

–Funding 

–Resources

–Leadership buy-in

–Systems integration

–Home land security (war) 9/11

2.  How did the current process evolve? (continued)

•How long have the current processes been in place?

I don’t know.

–When did they start?

–Estimated time?

–Estimated costs?

•What is the current status?

–Mature process

yes

–Implementing 

The ABCM initiative is being rolled out region by region within (primarily) CPF and CLF.  This process is not yet complete – some regions have not yet implemented while others have had models up and running for quite some time (in some cases over a year).

–Planning

Current planning is focused on continuing the regional implementations and preparing for the standup of CNI October 1.

•What are the triggers that caused / created/ influenced the processes to evolve?

–External changes

Comparison to other services and the Royal Australian Navy (RAN)

–Internal changes

DON budget cuts and coordination between the claimants implementing ABCM.

3.  What are the desired practices (future practices)? 

•What are the key Cost and Performance Management practices that should be emphasized?

–What CAMI and other strategic business processes should we concentrate on in the future?  More automated, more integrated, standardization (same measurement, same format for comparison), enterprise enabled, web based

Enterprise wide and web enabled will make the process run more smoothly and be able to be implemented across many installations (that are not geographically situated) at the same time.

–
–Why?

–What kind of cost and performance management tools should we be concentrating on?

ABC (and possibly its link to ERP)

•What are the necessary guiding principles?

Strategic plan, implementation plan, sustainment plan, funding and UPPER-LEVEL SUPPORT.

–Should link to strategic plan

•What are the outcomes/decisions that these practices will enhance? (Gap that will be filled)

Better execution of budget.  Better understanding of costs.  Used in A-76 and BRAC initiatives to make them more equitable.

•What is the framework? What kind of decisions should leaders be making?

–What kind of outcome should cost and performance management be making on management processes?

This should not be dictated by this group.  Give the managers the information and they will start asking the question “why”.  This will lead to the natural outcomes for that organization.  This is not standard and therefore can not be prescribed by this group.

–What kind of common cost and performance management frameworks are needed?

See above

–What kind of skill sets are required? What kind of education do we need?

See above

–How should we organize to achieve these practices?

We need to organize how the information can be processed and analyzed, but we should not organize how it is acted upon.

•What kind of planning has/is your organization doing to achieve desired future state?

They have developed a position within CNI for someone to lead the cost and performance management direction of the SIM community.  This is a huge step forward.

•Should your organization re-organize to enhance Cost and Performance Management?

We did need to...and are doing so now.

What are the principles that need to be adopted/or emphasized in the ideal future state?

I don’t understand this question.

–CAMI Concepts?

–Case study concepts?

4.  How will the institution get there?

•What Change Management Concepts will facilitate future state?

–Must make CAMI concepts (already discussed in cases) resonate with Armed Services 

Move ABCM from an “increasing profit” tool to a “manage to budget” tool

–CAMI change management tools

•ADF tool (assessment and risk mitigation)

•Change Management CAMI group

5.  How will this future state be sustained? 

•How will Cost and Performance Management influence the success of the organization?

They are vital for the success of N46/CNI.  If we are not able to successfully manage costs and the results (performance) they give us we will not have an understanding of what we need to do to reduce costs.

•What are the key actions you think need to be taken to influence success of Cost and Performance Management in your organization for the future?

–Have business objectives been identified?

No

–Have funding and buy-in been obtained at each level?

Not yet, but it will by the end of the Calendar year.

–Has a champion and core team supporting the effort been identified?

Yes- one military, the rest contractor support.

–Who will communicate the business objectives supporting Cost and Performance Management at each level of organization?

The champion

•What are the tactical and strategic implementation enablers?

–Top level buy-in obtained?

We are aware of the importance of this...and are in the process of ensuring it before we go any further.

–Have defined resources, skill sets, methodology, and training requirements been identified?

Not yet...but they will be by the end of the calendar year.

–Has the appropriate tools/technology for organization been implemented?

Yes, a standard modeling tool has been chosen and a centralized data warehouse will be used.

–Development of consistent language and policies?

They are currently consistent up to the claimant level...CNI will make the claimants consistent by the end of the calendar year.

–Integration with other management processes?

•How are those enablers developed and implemented?

Only through upper-level support and proof of concept.

•What metrics do we use to measure the degree of Cost and Performance Management success?

Do smiles on faces or number of complaints count?  Seriously, there is no metric that I know of in place

–Use of data is systemic to organization at all levels.

–Customer of satisfaction.

