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?

· Good standard practices, but not standard performance and financial measurement

· Responsibility centers lack info for full resource picture (performance management; priority criteria)
· Limited application of standard measurement methodology
· Not a Good Grasp of Support picture (lack knowledge of life cycle costs, etc)
· Stove pipes exist around resources (people and money)
· No formal accountability down the line (long term) for resource decisions. Err on the side of rewarding for initiative/resource decisions too soon.
–Where is the cost and performance management managed in your organization?

Inside of the Finance, Procurement, and Internal Security Directorate.  This Directorate falls under the Chief of Staff of the Coast Guard.  While there is not formal cost and performance management program, the Chief, Office of Financial Systems has taken the lead in C&P initiatives.  

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

There are no substantive incentives for C&P.  There is also little long-term accountability for resource decisions and therefore no negative incentives for poor C&P decisions.  
•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? 

The following are some written guidelines for field units attempting to implement ABC/M initiatives.  The over all goal, is that Cost management will originate at the unit level and feed the bigger CG umbrella of cost and performance information/knowledge management efforts:

1. CG Assets/Units are Primary Cost Objects:  The primary products and services the CG provides to its customers is through our boats, cutters, aircraft, and other front line operational units.  These assets and units perform the multiple missions for which the CG is valued and funded.

· Cost of Support and Overhead activities should be driven to Operating Assets and Units.   If they cannot be driven to an Operating Asset/Unit, they should be driven to a mission (one defined by the Abstract of Ops or Mission Cost Model).  No final cost objects  (products and services) shall exist other than Operating Assets and other front line service providing units. (Costs allocated to missions will be back flushed to the units/assets performing the mission.)

· The Costs of  Operating Assets and other front line service providing units shall be allocated to missions based on Abstract of Ops (or equivalent) information.    

· Mission Costs shall be allocated to Performance Goals. 

· It is likely some units may want to make Operating Assets second level cost objects.  For example:  A Training Center may be primarily interested in cost per student or student day – their primary out put.   An ISC may have several services that it wants to manage directly at the service level as a cost object.  Both of these are acceptable – as long as the logic exist to tie local primary cost objects to  operating assets.

2.   Demonstrate the Nature of Cost:   Organizational cost is typically a function of product/service complexity.  As a multi-mission service, the CG is inherently complex.  Complexity is best captured in ABC models by identifying costs as unit, batch, product line, and organizational sustaining (or other categories appropriate to the CG organization).    While it is often necessary to allocate all levels of cost to a final cost object, the allocation should be done from cost pools that clearly recognize the nature of the cost allocated.   Unit costs will disappear with the elimination of the cost object, but higher level costs probably will not.  You need to be prepared to explain and demonstrate the nature of fixed and step-fixed costs clearly with any ABC model.  A poorly executed ABC model makes all costs look variable which is a dangerous (credibility destroying) distortion.

3. AFC 30 is less than 30% of the story:  70% of CG costs are its personnel.  The largest resource decision made is the employment of the staff or crew.   If an ABC/M model does not include personnel costs, it should be structured in a manner that they can be incorporated at a future date.   Models should also be planned and designed to include 4X costs at some future point.

Salary should be based on actual cost, if possible, or the pay portion of the SPC tables, not the entire Standard Personnel Cost (SPC).  (SPC includes elements of CG wide organizational overhead.)

4. Decision Relevant Costs:  Field ABC/M efforts should model decision relevant costs, resources under the control of the command or program.  Organizational overhead should not be included except to the extent some element of it is decision relevant.  Some resources not part of the command’s funding base, such as pay and AFC 43 Unit POP,  are clearly a resource over which the command has a great deal of control and are decision relevant.  Training provided by central funding (A & C schools), AFC 57 costs, AFC 20 costs, and 4X costs provided for scheduled asset overhauls are usually not decision relevant since commands have little control over those decisions.  

5. Quantity-Based Resource Drivers:  Costs are only reduced when resources are eliminated, eliminating an activity only creates idle capacity in the supporting resources.   The key insight from an ABC model is to find flexibility to move resources or resource effort to higher value activities or create savings.   Quantity based resource drivers allow for straightforward insights into resource capacity – excess capacity & additional capacity needs.   Knowledge of resource capacity is the key to managing resources.

· Resource Drivers should be units of the resource not percentages or proportions.

· Activity Drivers should likewise be units of the activity. 

· Expediency may dictate deviating from this principle in early modeling efforts; however, the deficiency should be identified and upgraded when the model has established it managerial value.  If it does that, the deficiency will rapidly become a “must fix” issue for credibility and effective management planning/action.

6. Fight Complexity – it is enemy #1:  When it becomes clear an ABC/M model will be developed and used,  everyone will want everything they do to be included for fear it won’t be considered important.  Decision makers will dream up scenarios that include data far more detailed than they should routinely see.  To achieve success a model must focus on a clear, well defined, well bounded, and important objective.   Generalized “improvement” objectives are not sufficient.

· Don’t get hung up on activities.  Use resource to cost object drivers where a business process (and its activities) are not central to the objective of the model.

· Your early models must be easy to explain and visualize, so you can show how they work and people can understand them.    Don’t get distracted by detailed process issues until you have produced a model that shows the strategic level picture……. And you have reached a level of sustainability for the model.  A good test is – Can you delegate model management to someone else?   If you can’t, don’t move forward till you can.

7.  Let Management Questions Stay Ahead of the ABC Model:    Good managers ask about what they don’t know.    Show them a new report or information system and they will immediately push the limits of its capability.    Building ABC models is hard work and requires data which will require effort to obtain (especially accurate info).  The objective of an ABC model, then must not be to provide answers, but to improve the quality of the questions (and consequently management action/decisions).

· Acknowledge up front the limits of the ABC model you will create.  Don’t be hesitant to explain them and the reasons (probably cost, complexity, and resources) for not going beyond them.  

· Don’t exceed your ability to maintain & sustain a model.   If you are mired in the details, you won’t have the time, energy, or perspective to do the important work of promoting use of your model and explaining it to senior managers.

· Management is a dynamic and creative effort.  Its questions change with each situation and challenge faced.   You cannot build a sustainable model as fast a management can change questions.   Build for the strategic level, long term questions.  Expect to do special studies and analysis for some very important, but infrequent issues. 

8.  Exploit existing data, don’t create new data until….you are told to!   Creating accurate reliable data is extremely difficult.   It requires systematic input, proper motivation on the part of the data provider, a quality collection process, etc. – lots of work and resources.     Any alternative  - surveys, knowledgeable estimates, allocations, etc – is initially superior to bothering the field with more data collection.    When it is clear that the model cannot advance without additional key data and the model has proven a valuable management tool,  get a clear management decision (with resources and appropriate PR), stop model development, and put in place a quality process to collect the data needed.
–What kind of cost and performance management skills and training are we developing?

In addition to the CGs Post Graduate School program, select Officer’s have been chosen to participate in CAM-I to facilitate knowledge and best practice development.  

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

Current implementation practices are decentralized and at the unit/installation level.  Chief, Office of Financial Systems has provided the above mentioned informal guidance on how to fit the information gathered at the installation level into the bigger CG effort.

There is a broader effort being organized by the CG Chief of Staff to implement an Enterprise Transformation Strategy that will facilitate the employment of systematic, repeatable, transparent, goal-focused decision-making utilizing the following types of initiatives:

· ABC/M

· Risk Based Decision Making

· Performance Logic Models

· Improved Enterprise Architecture

· Better Knowledge Management

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

Activity Based Cost Management  

Readiness Based Funds Allocation / Activity-Driven Spend Plans for PACAREA/ D11 / MLCPAC Units

ABC/M Readiness Assessment for TRACEN Yorktown

ABC/M in practice at Aircraft Repair and Support Center, Elizabeth City, NC
–How is data integrity being assured?

–What are the key concepts/diagrams/PowerPoint illustrations that are used to inspire your organization to use cost and performance management.
· What kind of relevant cost and performance management decisions are our leaders making and how are cost and performance management practitioners helping? 

There is and initiative in CG District 7 utilizing Risk Based Decision making and ABC/M.  We will conduct further investigation to asses whether this initiative can provide useful answers to this question.

The Pacific Area Support Commands are moving on an ABC/M initiative.  Results pending.

Aircraft Repair and Support Center E-City is up and running with ABCM.  We will visit ARSC after the September CAM-I Meeting in Norfolk to asses decision relevant C&P information being provided.  
–What other impact is cost and performance management having now?

· What are the key processes influenced by Cost and Performance Management?
–Installation management?
–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?

Recapitalization of the CG’s off shore assets (Deepwater) has driven and influenced the planning for and allocation of resources as far back as 1997.

Budget justification pressures within the CG have led to programmatic implementation of CPM practices.  However, implementation has been in only pockets of the CG; within a certain programs or in subsets of programs.

Knowledge of Baldrige criteria in pockets of CG has resulted in implementation of distinct working groups with funding and staff to promote and judge implementation of Baldrige criteria as the management framework of choice.

Perceived customer satisfaction has led to various customer standard initiatives at support commands.  Tied with ABC this is driving the need for more information of support needs for new assets and missions.

Need to clarify expenses in for the CG’s Standard Rate User Fee (SRUF) model have led to recent pressure for more accurate reporting of costs across support and operational units.

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

· Guiding principles and concepts:  

· systematic, repeatable, transparent, goal-focused decision-making

· mission preparedness, response and effectiveness are the guiding principles for the Coast Guard.  

· The intent (Mission, objectives, purpose):  “Semper Paratus” (“Always Ready”) is the CG motto.  As a multi-mission armed service preparedness for all missions is the focus of our decision-making processes.

· Why?  For example, in order to save lives, assets must be in the right place at the right time ready to respond at a moments notice.  

· Requirements, Policies, dates who issued?  Over the past approximately six years the Coast Guard has been planning for and allocating resources to its recapitalization of large off shore assets and their support.  This program, known as “Deepwater”, has been at the forefront of most planning and decision making processes.  CG Commandant has issued all CG messages that have mandated the use of Baldrige criteria for use in change of commands and biannual evaluations of large units.

· Statutory – At CG HQ the impact or potential impact of GPRA has been understood and resulted in the development of strategic plans for the Coast Guard as well as within some programs (e.g., Marine Safety).  The plans have been communicated to the field and have resulted in pockets of strategic planning based on GPRA.  However, the real impact has not understood nor reacted due to the guiding principle of mission effectiveness and response. Most units command staffs do not look past operational/tactical issues towards strategic planning and sustaining activities.

· For Coast Guard integrated support commands, the current budgeting process does not accurately allocate resources according to actual mission requirements and by how value-added activities actually consume resources.  Arbitrary allocations are made each year in unrepeatable processes.

How did your organization implement Cost and Performance Management?

· What Tools:  

· The CG has adopted the Baldrige criteria as a management “framework” of choice at commands.  

· At Integrated Support Commands (i.e., shore support/logistics installations) have adopted customer service standard measures.

· For ABC initiatives the few implementations so far have been approached in different ways from bringing in consultants and standard applications (OROS) to CG personnel designing and building simple models.

· What process was used

· Over the past 7 to 10 years the Malcolm Baldrige criteria were adopted in pockets by a small amount of progressive Coast Guard commands that participated in state programs.  The CG has since built its own cadre of “examiners” familiar with the criteria and supporting program as well as mandated the use of the CG’s version of the Baldrige criteria for change of commanding officers and biannual evaluation at larger shore commands.

· ABC: AR&SC?  ELC?  

· ABC at ISC San Pedro.  1) development and validation of core activities by ISC stakeholders & senior leaders 2) formation of a team of ABC experts from around the CG.  3) prototype development and proof of concept 4) support by senior budget and finance personnel 5) development of baseline model 6) development of measurements of effectiveness for core activities.

· What is the estimated cost for these current process evolution?  For Process management improvements the CG has established the Leadership Development Center with a sub division that runs the CG’s Baldrige Criteria driven program. This has a staff of 3 – 4 senior enlisted and an 2 –3 Officers.  The annual evaluation program is run by the LDC and implemented by Quality Performance Consultants (QPCs) located in various districts throughout the Coast Guard along with annual volunteers from CG commands.  Total number of annual “volunteer” evaluators is ~120 FTE with ~20 permanent QPCs.  Each volunteer gets training every year in the criteria and evaluation process.

· Highly standard driven/funded from above?  Slightly modified Baldrige criteria is the standard for Process improvement.  No standards have been developed for the ABC initiatives.

· What level within the organization was current process implemented?

· Local effort?  While use of the standard process improvement techniques are mandated level of use is different through out the field units.  Local efforts and sustainment is dependent on command cadre personalities.  ABC efforts have all been implemented at the local level only.  Commands such as the inventory control points (AR&SC) and (ELC) have highly complex costing systems while other commands (e.g., ISC San Pedro) are just beginning high level costing models.

· Headquarters? Headquarters has begun studying the implementation of a CG wide system to support locally designed and implemented systems. They have recognized the advantages of ABC/M and are exploring the use across programs via risk management initiatives and change management studies.

Who were the key people in your organization who brought the program this far and where are they in the organization?  Senior leaders at various commands brought on local use of process improvement techniques and Baldrige criteria.  The use of ABC tools has been initiated by some local commands (e.g., ICPs) and the latest new initiatives have been initiated within the financial organizational structure that is comprised of staff and junior officers.

What are the significant results your organization as achieved?  Process improvement techniques have led many commands to achieve productivity improvements that have been recognized by State Baldrige awards (e.g., CG Finance Center has won the Virginia Senate Productivity Award multiple times) as well as the CG’s own award system.  The Finance Center has won the Commandant’s Gold Quality Award two times in the last six years for sustained improvement in multiple areas of their operation.

What were the governing requirements?   The governing requirements …

How have cost and performance management practices changed?  Initially the process improvement initiatives were limited to pockets of excellence around the Coast Guard.  However, more units are now actively participating or launching their own programs due to recognition of its benefits and the headquarters’ mandate. No specific organizational changes have resulted from cost management initiatives as these are in their infancy.  All work to date in activity based costing has been conducted within pockets of current financial management structures.  Activity based costing initiatives at various units and program management structures are in the experimental stages.

What revolutionary changes did occur during the same time? After 9/11 terrorist attacks the CG has undergone massive realignment of its resources to meet our growing mission of homeland security.  This has resulted in the formation of new units and the acquisition of numerous new assets.
What were the enablers to the evolution?

Funding, time and resources are devoted to performance improvement initiatives however leadership buy-in has lagged.   Investment by the Headquarters finance program (CFO) to send various finance officers from throughout the CG to CAM-I has sparked initiatives at a few units.  Pressure from the move of the CG from DOT to DHS has put emphasis on cost and performance management through out the CG so that the CG can compete for limited resources in a higher profile and new department.  Specific senior leaders within CG Headquarters (Chief of Staff, CFO and Chief of Financial Systems) have recognized the need and have become “champions” of Cost and Performance initiatives throughout the CG. (See discussion of Enterprise Transformation above)

What were the constraints to the current process evolution?  Short-term strategic planning has led multiple units and command staffs to ignore the benefits of cost and performance management initiatives.  Measurement initiatives have been slow to evolve.  At the ICPs (ELC & AR&SC) there is staff dedicated to supporting the ABC programs. However, recurring resources have not been assigned for current new initiatives in ABC at integrated support commands.  

Homeland security has perpetuated the short-term planning focus of many field and operational units.  While planning for major asset replacement (“Deepwater”) has remained a viable program, HLS efforts have put a strain on the logistics and support system, which does not yet have a good model of support growth for the growing CG missions and responsibilities. 

How long have current processes been in place?  Process improvement programs have been in place for approximately 10 years.  ABC programs at a few units (ICPs) have been in place for approximately 3 years.  Other programs are in there infancy (first year).  The cost of the process improvement initiatives has been the staffing of the Coast Guard’s Leadership and Development Center (LDC) to support the regular cycle of evaluations: written applications as well as on site collaborative assessments.  A yearly cadre of volunteers (~120) who devote time away from their parent units to help other regional commands also supports this program.  These volunteers attend yearly training.  Costs for ABC initiatives have included training costs and purchase and maintenance of ABC applications.  No recurring resources have been devoted to maintaining ABC models beyond those at two ICPs.

What is the current status?  The process improvement programs are still in place and have evolved from the application based awards program to “collaborative” assessments of larger commands on a bi-annual basis.   The Activity based programs are more mature (3 years) at the ICPs, in the implementing stage at integrated support commands (ISCs) and in the planning stages at larger program offices and districts throughout the CG.

What are the triggers that caused / created/ influenced the processes to evolve? The process improvement initiatives changed as more commands and HQ recognized the value of a standard management framework and the HQ mandate for its use.  ABC:  Recognition by HQ of the need for better costing data to report out mission cost and the desire at the local support commands for a better picture of resource allocation and cost came together for the current initiatives in ABC modeling at support commands.  

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

•What are the key Cost and Performance Management practices that should be emphasized?
· Have contingency planning processes that enable redirection of excess capacity at need

· Understanding of capacity and cost

· Understanding of opportunity costs of missions

· Partner alignment (DHS)/stakeholder alignment

· Knowledge and understanding of the total cost of mission related decisions

· Reward: effective resource allocation, balancing risk with rewards, effective leadership, customer focus, long term decision making, strategic planning, process improvement, integrity.

· Resource structure - future planning. Investment of personnel resources to manage/predict 

· Performance measurement system for efficiency & effectiveness of operations

· Vision and direction tool to align capacity over time (1 yr, 5yr, 10yr, indefinite sustainment) 

· Measurement and reward mechanism tied to organizational mission outcomes; individual, command, organizational + knowledge management issues, optimal resource utilization

· Defined list of prioritized missions validated periodically

· Shared service management/choice collocate optimization of resources

· Continuous evaluation of strategic goals

· Deliberate observance/evaluation process (plan, do, check, act)

· Total visibility of the resource picture by Management, OE (all AFCs, 4x), CA, cross function/program comms with respect to resource decisions

· Continuously evaluate workforce capability to ensure alignment with projected needs

· Rewards and accountability of long term impacts of decisions

· Decisions based on short, medium, and long term considerations/results

· Fully integrated system (dash board gauges): risk, capacity [(short/long term), people, assets, capital)] In accordance with our performance goals

· Future RADAR picture that addresses: external unknown factors, infrastructure, asset support, mindset of global resource climates vice local independent decisions

· Operational Structure that looks at Total Picture (i.e. resources)
· Continuous measurement and accountability at performance towards goals
–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
–
–Why?

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

· ABC/M

· Risk Based Decision Making

· Performance Logic Models

· Balanced Scorecard

· Improved Enterprise Architecture

· Better Knowledge Management
•What are the necessary guiding principles?

–Should link to strategic plan

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

•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?

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

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

–How should we organize to achieve these practices?
•What kind of planning has/is your organization doing to achieve desired future state?

See discussion of Enterprise Transformation above
•Should your organization re-organize to enhance Cost and Performance Management?
Yes, see discussion of Enterprise Transformation above.  

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

–CAMI Concepts?

–Case study concepts?

4.  How will the institution get there?

•What Change Management Concepts will facilitate future state?

CG Chief of Staff Enterprise Transformation Strategy (currently being formulated by Key CG Leaders and Champions of Change)

–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

5.  How will this future state be sustained? 

TO be determined

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

•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?

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

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

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

•What are the tactical and strategic implementation enablers?

–Top level buy-in obtained?

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

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

–Development of consistent language and policies?

–Integration with other management processes?

•How are those enablers developed and implemented?

•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.

