U.S. Marine Corps response from Stephen Pellegrino 

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?


To the degree that it is being at all, is mostly occurs at the installation level. HQMC is just now beginning to get involved.

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


No.

•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 ACMC signed Marine Corps Business Plan lays out the direction that we’d like to be going with respect to cost and performance management. We also have an ABC Modeling Standards document that is updated periodically that establishes policy on the content and structure of our ABC models.  

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


We have had extensive training in Oros around the Marine Corps. We continue to have annual events for our ABC community. We have an annual training event for Commanders at Penn State that addresses senior level training.

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


LR is the Headquarters element that “facilitates, advocates and enables” cost and performance management. Several other departments are beginning to have independent ABC people. Each installation has a Business Performance Office.

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

ABC, process management (to a lesser degree)

–How is data integrity being assured?

Mainly through use. The more we try to use it, the more people will correct it. You can’t suck in bad legacy data and expect to make it better in your cost management system.

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

Managing for Results

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

Not many at HQMC. Our main exercise is the POM and budget into which we are currently trying to insert better information and more importantly, the right people. Until the right people are trying to make the right decisions, it’s hard to help.  

–What other impact is cost and performance management having now?  Again, we are changing the POM process to include functional expertise at lower levels.

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

–Installation management? Yes

–Systems acquisition? Should be.

–Operations?  Depots? Should be.

2.  How did the current process evolve?

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


A-76. Commanders were hoping to use ABC to win competitions. A few others were already doing ABC on their own just to be better.

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

–Guiding principles and concepts.

In our ABC rollout the main principle was that we’d learn to do this ourselves instead of relying on consultants and that we’d have a coordinated, enterprise approach.

–The intent (Mission, objectives, purpose)

Better data and info.

•How did your organization implement Cost and Performance Management?

– what tools?

Oros and Cognos. 

– what process was used? Staggered rollout of ABC tech’s “Rapid Prototype” process covering 15 installations.

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

Approx one million per year

–What level within organization was current process implemented?

•Local effort?  Initially we built models at fifteen bases

•Headquarters?  No

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

The USMC effort that began in April 1999 was led a small team of three or four at HQMC. Each base intially had a team of two to help build the models and carry on.

•What are the significant results your organization has achieved?

We have over 20 models around the Marine Corps that captures over three billion in costs. The ABC models have become the single best source of user friendly information on the installations with info online that is referenced constantly by HQMC personnel (at least.) Though not directly attributed to ABC, the installation reform effort overall has returned over 2000 Marines to the fleet and has saved over $80 million dollars. We’re currently injecting better information into the POM and are engaging functional managers in the POM process. Though it will continue to takes years, we are slowly gaining ground in having a “business” averse culture recognize the value of cost management and business practices. 
•What were the governing requirements?

None really. We’ve doing this because of committed individuals, not because of any “governing” requirements. 

•How have cost and performance management practices changed?


We’re finally starting… I’ve often said that you need to get to “normal” business before you try for “better business.”

•What were the enablers to the evolution?

Committed people who wanted to do this for awhile and were finally given an opportunity to do so. 

•What were the constraints to the current process evolution?

Real leadership commitment. Although our leadership gave us the “OK” for US to do it (critical enabler) they are really champions per se. 

The Marine Corps culture is nearly “anti business”.  

•How long have the current processes been in place?

–When did they start?  April 1999 

–Estimated time?  4 ½ years.  

–Estimated costs?  About $1M/year.

•What is the current status?

–Mature process. 

–Implementing .  still expanding scope into new areas and refining standards for current models. 

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

–External changes. The A76 process is what seemed to have been the catalyst. At an A76 meeting, a few General Officers remarked how much they liked ABC and that it was going to help them win their A76. An apple to apples future comparison concern was raised (by LtGen Magnus) so the ACMC said do it. Dave Clifton was the breifer and said “OK” (versus what most would have said – “we’ll have an IPT get back to you in six months with the appropriate POC…”

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

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

A focus on “results” aka “managing for results”.  Too many “manage” budgets and reward effort without any concern for performance.

•What are the necessary guiding principles?

Same as above. A focus on results and a focus on empowerment and trust. Persuasion versus compliance. 

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

The outcomes will be the results themselves. 

•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? The “outcomes” should be decisions focused on outcomes and tradeoffs between outputs to achieve them.

–What kind of common cost and performance management frameworks are needed? Any common framework that is used will do. Everyone in the various stovepiped processes needs to understand the outputs and the outcomes the exact same way.

–What kind of skill sets are required? What kind of education do we need? I don’t think it’s a skill problem. 

–How should we organize to achieve these practices? Functionally. Minimize the role of the comptroller in the process. Right now P&R by default lays out the direction for the Corps. The “Beyond Budgeting” book is a good reference.

•What kind of planning has/is your organization doing to achieve desired future state? A lot in LR, very little elsewhere in HQ.
•Should your organization re-organize to enhance Cost and Performance Management?
Yes. As far as the installations go, they should have a chain of command that is committed to their jobs. Therefore, the Marine Corps should go back to the way it used to be and is now for the other Services and have the bases fall under I&L instead of the regional “warfighters” LANT and PAC. 

What are the principles that need to be adopted/or emphasized in the ideal future state?
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4.  How will the institution get there?

•What Change Management Concepts will facilitate future state?

I think it’s a misnomer to try to “manage” change. Are problem is that people aren’t changing, not that we can’t manage it…. We must MOTIVATE change through persuasion versus compliance. If people feel like they HAVE to do something you’ll never many good ideas or creativity since its hard to force people to think and that’s what cost and performance management is all about – doing things better. 

5.  How will this future state be sustained? 

•How will Cost and Performance Management influence the success of the organization? We can get the best “bang for our buck”, should be able to train more/better and perhaps get more funds from Congress. We should also be able to handle BRAC and A76 issues much better. 


Cost and performance information will be used to reduce uncertainty in decision making.  The armed forces are notable in their use of information on the battlefield.  American forces dominate the battlefield, in no small part, due to information systems that deliver timely, relevant information.  Those business processes that support our warfigthers need to deliver more timely and more relevant information to decision makers -- in context of the planning, programming, budgeting and execution system.  The primary information needed to support business processes is standard cost and performance information that has been mandated by the President, the Congress, the GASB, and the CFO of the DoD.  


The objectives of cost and performance information are to improve understanding and reduce uncertainty about operating performance (and may also support budgetary information and financial status information).  Questions answered by cost and performance information primarily include:  How much do programs cost and how were they financed?  What outputs and outcomes were achieved? What and where are the important assets, and how effectively are they managed?  


In DoD, there is virtually no management accounting function.  The Federal Accounting Standards Advisory Board was established in October 1990 to consider and recommend accounting principles for the federal government.  These standards are recommended after considering the financial and budgetary information needs of the Congress, executive agencies, other users of federal financial information, and comments from the government.  Treasury, OMB, and the General Accounting Office then decide whether to adopt the recommended standards.   


The GASB issued  Statement of Federal Financial Accounting Standards No.4:  Managerial Cost Accounting Standards on 31 July 1995.  The purpose of the standards are "aimed at providing reliable and timely information on the full cost of federal programs, their activities, and outputs.  The concepts of managerial cost accounting contained in this statement describe the relationship among cost accounting, financial reporting, and budgeting."   SFFAS #4 established  5 Managerial Cost Accounting Standards:


1.  accumulating and reporting costs of activities on a regular basis for management information purposes


2.  establishing responsibility segments to match costs with outputs


3.  determining full costs of government goods and services


4.  recognizing the costs of goods and services provided among federal entities


5.  using appropriate costing methodologies to accumulate and assign costs to outputs.

•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?

The Commandant needs to hold his deputy commandants more accountable for cost and peformance management. Right now, you have the functional HQ sponsors and advocate as “staff” with no real accountability for cost or performance. Therefore, nothing changes.   

•What are the tactical and strategic implementation enablers?

–Top level buy-in obtained?

That’s important but it has to be top level people who are also responsible for cost and performance.  I’d rather have a GS14 or LtCol installation G4 bought in than an executive at HQ who doesn’t think they’re in charge of anything on the ground and this is where we’ve fallen short. 

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

Yes and no. We’ve been training our civil servant ABC types and have been trying (somewhat unsuccessfully) to educate our General Officers. We need to get the focus on results before the training. EG if you never want to run a marathon in the first place, you’re not going to be too interested in the road work.

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


Yes  

–Development of consistent language and policies?


In the process.

–Integration with other management processes? Not really


Yes, we are linking with the planning, programming, budgeting and execution process.  Which is the most important business process.


Corporate policy established small business offices and allocated resources to support the Activity Based Information System.
•What metrics do we use to measure the degree of Cost and Performance Management success?

Very limited. Right now on the ABC side we measure compliance with standards and how much of the resources they address from the financial systems. We are just now beginning to capture performance data for the POM. While many functional managers have cost and performance metrics, the institution has not really wanted to know about it. 
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