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?

Ans:  Cost and performance management decisions are made throughout the organization.  From the consultants perspective at COMPACFLT (CPF) N46 (Shore Installation Management), the high level programmatic and budgetary decisions are made by the DEPUTY CHIEF OF STAFF AND ASSISTANT DEPUTY CHIEF OF STAFF FOR SHORE INSTALLATIONS. These decisions would include what type of management costing, accounting, and performance measure systems will be put in place at the HQ and regional level.

Specific decisions based on cost and performance information are typically made by the regional business or program office that the information impacts.  These decisions typically include outsourcing, reorganization, reengineering, and budget reallocation.  

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

Ans:  Again from a consultant’s perspective, as budgets decrease there is unprecedented pressure to optimize utilization and resources.  While there is less profit driven incentive as there would be in the private industry, the need to streamline in order to accomplish the mission with fewer resources provides incentive to manage costs 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? 

Ans:  In addition to all the standard Government accounting and procurement regulations and policies CPF N46 has standardized Activity Based Costing and Performance Management policies.  These policies not only define the strategic importance of performance management but they also serve to maintain consistency among the 7 CPF regions (4 countries, 240,000 people).

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

Ans:  Extensive training is continuing to be developed for:

· ABC costing methodology and implementation strategy

· Performance metrics management

· Tactical and strategic analysis of ABC and PM information 

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

Ans:  Organized top down with high level (HQ and regional) support and program management objectives.  The ABC/PM systems are defined and being consistently deployed and utilized. 

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

Ans:  Several components:

· Web based data collection as this is seen as more accurate than linking to nonprocess oriented Job Order numbers

· Automated model (Oros) population

· Web based OLAP reporting for maximum usage

· PB Views and web based data collection for metrics and performance management 

–How is data integrity being assured?

Ans:  Policy, guidance, training, and senior level involvement. Integrity will continue to improve as users see the information they are submitting being used to make decisions.

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

Ans:  Several:

· Basic ABC/PM theory and implementation briefings

· System architecture diagrams

· Balanced Scorecard briefings

· Activity Based Budgeting briefings

· Briefings at cost symposiums such as SAS/Oros, CAM-I, Metify, AGA 

•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?

Ans:  With new visibility over the cost of reimbursable services, leadership is now asking whether their reimbursables cover their costs,and if not, what is the reason and how do they ensure future cost coverage.  Practitioners are providing the analysis and finding anomalies to present to the leadership. 

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

–Installation management?

–Systems acquisition?

–Operations?  Depots?

Ans:  Outsourcing, strategic sourcing, asset reallocation, Inter Station Agreement process, and starting to be used in the budgeting process.

2.  How did the current process evolve?

•What were the internal driving factors influencing implementation of Cost and Performance Management practices?


Ans:  To:

· Program accurately in a budget-constrained environment

· Assess impact on Regional BOS services and costs due to change in customer demands

· Quantify the cost of Region BOS services

· Quantify the cost of BOS services to the Region’s customers 

· Determine cost due to changes in force structure

· Provide cost comparability within a Region and between Regions

· Leverage existing knowledge and proven practices

· Identify and capture reimbursable costs

· Observe and respond to cost trends and anticipate and plan based on variations in monthly cost behavior

· Identify and quantify performance parameters for contracted BOS services

· Manage resource requirements of IMAP activities

•What guiding principles and environmental factors influenced these decision making processes?

–Guiding principles and concepts

–The intent (Mission, objectives, purpose)

–Why

–Requirements, policies, dates who issued?

–Statutory

–Chain of command

–PPBE and accountability

Ans:  See above

•How did your organization implement Cost and Performance Management?

– what tools?

Ans:  Three Parts:

1. Custom web-based Data Collection Tool (DCT) for collection of resource and activity driver quantities, metrics, exception reporting.

2. Semi-automated Oros (SAS) model population using MS Access cleanse tools and model interface tools to interface with legacy systems

3. COTS OLAP (Cognos and PB Views) web reporting for ABC and performance metrics

– what process was used?

1. Labor, Non Labor, and metrics surveys or uploads done at least monthly for entire population

2. Monthly model and metrics scorecard built and published

3. Quarterly reviews and analysis done by CPF HQ

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

• Highly standard driven/funded from above?

Ans: Approximately $8 Million funded by CPF HQ over two years to implement and sustain 4 regions (27 of 33 bases)

–What level within organization was current process implemented?

•Local effort?

•Headquarters?

Ans:  Implemented at regional level.

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

Ans:

ADM Fargo – CPF HQ

ADM Rondeau – CPF HQ

ADM Crisp – CPF HQ

Mr. Mike Akin – CPF HQ Deputy Shore Installations Management (N46A), ABC/M Program Director

CAPT. Sue Ficklin – CPF HQ ABC/M Program Manager (N462A)

ADM Conway – CO Navy Region Hawaii

ADM Smith – CO Navy Region Northwest

ADM Chaplin – CO Navy Forces Far East and Japan

ADM Betancourt – CO Navy Region Southwest

•What are the significant results your organization has achieved?
Ans:

· First time ever full cost visibility over all operations and services including all civilian, military and contractor costs as well as all non labor costs down to individual customer.

· First time ever full employee database and full organization structure.

· Identification of approximately $30 million in one region over 5 months of reimbursables.

· Fee/Rate setting for Inter Station Agreements

· Ability to perform what-if analysis such as to estimate the cost to home port change a ship or squadron, reduction in services if a ship is decommissioned, BRAC ramifications, etc

· Ability to respond more quickly to changes in resource demands  

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

•What were the governing requirements?

–Requirements

–Policy  

•Who issued it? 

•When was it issued?

Ans:  See above

•How have cost and performance management practices changed?

Ans:  Theory has changed little but implementations and sustainability have changed significantly due to new technology.

· Web based technology has allowed us to get away form excel spreadsheets/surveys for data collection.

· Web based OLAP tools can get the info out to anyone with a browser

· Automation tools cut model building/metrics gathering down to 1/10th time.

•What revolutionary changes did occur during the same time?
Ans:  See above

•What were the enablers to the evolution?

–Funding

Ans:  Certainly

–Time

Ans:  Quick enterprise wide implementation times – 5 months or less per region (10,000 people)

–People – Resources

Ans:  Need dedicated resource at HQ and regional level.  Suggest PM and IT person at HQ level and 3-5 functional/IT people per region

–Leadership buy-in

Ans:  All levels but most importantly at high and mid level.  If you have high and mid level buy in, most of the rest will fall in line.

–Systems integration

•What were the constraints to the current process evolution?

–Skill sets

–Funding 

–Resources

–Leadership buy-in

–Systems integration

–Home land security (war) 9/11

Ans:  

· Timeliness of legacy system data

· Understanding by end users

· Complexity of the end system

· Applying the end data

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

•How long have the current processes been in place?

–When did they start?

Ans:  July 2001

–Estimated time?

Ans:  5 month implementations then sustainment

–Estimated costs?

Ans:  $8 million over two years

•What is the current status?

–Mature process

Ans:  4 Regions (30,000 people in model)

–Implementing 

Ans:  1 Region

–Planning

Ans: 2 Regions

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

–External changes

Ans:  Tightening budgets and need for cost visibility and ability to justify budget demands with a proven method/system 

–Internal changes

Ans:  Trying to do more with less

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

Ans:  

· Keep it automated and as simple/understandable as possible.  Keep the complexity in the background so the end user does not get frustrated.

· Don’t make it an accounting system

· Keep it standardized to a certain level but let the end users answer their own business problems/cases

· Don’t get too detailed from the start, let it evolve

· Establish a management board and meet quarterly

–
–Why?

 Ans:  It won’t work otherwise

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

Ans:  

· ABC/M

· Unit metrics

· Service Levels

· Scorecards

•What are the necessary guiding principles?

–Should link to strategic plan

Ans:  

· Should answer the basic question/objective

· See above

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

Ans:  

· Provide for more efficient ($ and manpower) operations

· Provide better price/reimbursable setting

· Provide better budgeting

· Provide better forecasting 

•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?

Ans:  Strategic changes vice across the board changes

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

Ans:  Consistent approaches within the same organization and throughout organizations if benchmarking is desirable.

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

Ans:  Need analytical, functional, and IT skills.

–How should we organize to achieve these practices?

Ans:  Organizational structure is somewhat irrelevant as long as it makes sense and people know where they belong.  The PM data will help identify potential inefficiencies but the experts will have to make the value judgment. 

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

Ans: 

· Establishing funding, directives, and guidelines for FY04 and out.

· Anticipating organizational changes and requirements so that the anticipated new questions can be answered with the existing processes or new process can be put in place.

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

Ans:  No, not just of CPM but to have consistency.

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

–CAMI Concepts?

–Case study concepts?

Ans:  See above

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 

–CAMI change management tools

•ADF tool (assessment and risk mitigation)

•Change Management CAMI group

Ans:  Implementation of items previously discussed above.

5.  How will this future state be sustained? 

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

Ans:  With proper cost and performance management tools in place, the organization can respond to internal and external changes more quickly thus remaining competitive and reducing the potential for further outsourcing.

•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?

Ans:
Yes

1. Program more accurately in a budget-constrained environment

2. Assess impact on Regional BOS services and costs due to change in customer demands

· Quantify the cost of Region BOS services

· Quantify the cost of BOS services to the Region’s customers 

· Determine cost due to changes in force structure

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

Ans:  Funding yes and buy-in at the top levels and most middle levels with pockets of resistance still present

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

Ans:  Yes, see individual listing in question 2.

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

Ans:  Same list as above.

•What are the tactical and strategic implementation enablers?

–Top level buy-in obtained?

Yes, see above.

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

Ans:  Yes, regional teams have been set up and are being sustained.  Methodology is proven, see tools and training above.

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

Ans:  Yes, technology is ahead of the curve for ABC and is yet user friendly and accurate.

–Development of consistent language and policies?

Ans:  Yes but within reason.  Each region is not required to be identical but they are required to be consistent to a certain level.  Each region is able to tailor the system to answer their individual business scenarios.

–Integration with other management processes?

Ans:  Yes, to the point possible at the point i.e. other financial systems.  Full integration with the budgeting, procurement, etc process are still down the road.

•How are those enablers developed and implemented?

Ans:  With a lot of hard work and tenacity.  An extremely aggressive implementation schedule was originally established and even with events like 9/11 that significantly disrupted security and operations at the regions, the timeline was met.   Buy-in throughout the regions has been a step by step process.

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

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

–Customer of satisfaction.

Ans:  Fixed metrics for CPM success are not in place yet

