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Introduction
The CAM-I Armed Services Interest Group (ASIG) has developed this assessment tool to evaluate and assess the degree to which an organization demonstrates the eight principles judged critical for a successful Performance and Cost Management (PCM) initiative in the Armed Services.
The CAM-I ASIG believes that successful PCM initiatives in the Armed Services all exhibit common characteristics. The ASIG has identified eight main characteristics and established them as guiding principles for the implementation and sustainment of PCM in the Armed Services. The eight guiding principles are (in no order of priority):

1. Readiness before Cost

2. Meaning before Mandates

3. Passion before Productivity

4. Targets before Tasks

5. Strategy before Work

6. Outcomes before Outputs

7. Burning Platforms before Politics

8. Simplicity before scale

The ASIG will support these principles through the documentation of actual initiatives and experiences in the Armed Services. To this end, the ASIG released a high level survey that identified PCM initiatives and related POCs. Subsequently, the ASIG sent these POCs a functional level survey that collected additional information regarding the type of PCM initiatives within their organization and the significant factors influencing the implementation and sustainment of these initiatives. This assessment tool serves as a template for ASIG members to further query (through telephone, email, VTC, or site visit) select organizations and identify the extent to which their PCM initiatives demonstrate the guiding principles.
The results of this assessment will support a report the ASIG hopes will be of practical value to key Department and Service policy makers as well as key functional managers. The report is intended to help understand the mechanisms of PCM in a way that is grounded in Armed Service examples. Because it is based on practices that have worked, the reports’ principles will prescriptively provide the basis for successful PCM implementation and sustainment within the Armed Services. 
This assessment is intended to be answered by the organization implementing the PCM initiative at the first management level having initiative oversight (or where the highest level where consistency exists). For example, the Navy is implementing ABCM across the Shore Installation Management Domain. This effort is being managed by Commander, Naval Installations Command who is rolling the initiative out by region to every installation within the region. ABCM teams and first level oversight exist at the region, and the models are more consistent installation to installation within a region than region to region. In this case, the assessment should be answered at the regional level.
The identities of the organizations participating in this Assessment Tool will be kept in strict confidence within the ASIG. The ASIG’s Privacy Statement is included as Appendix C: ASIG Privacy Statement.
Part I: Maturity Assessment

Purpose

Part one of the Guiding Principles Assessment Tool identifies the maturity level of the organization conducting the PCM initiative. The ASIG is collecting this information so that the rating of whether an organization exhibits the guiding principles is taken in context with the maturity level of the organization and the PCM effort.
How to Use
Using the “Stages of Cost Management System Development – Milestone View” 
 and “Stages of Cost Management System Development – Dynamic View”
, complete the “Organizational Maturity Stage Tables” on page 7. Identify the stage (1 through 5) achieved by the organization at the beginning, where it is currently, and the stage it aspires to achieve under its PCM initiative. Please also provide the date at which the initiative started and when it is expected to reach its final planned maturity.
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Appendices A and B provide the background necessary to adequately understand these views. Both these views and their appendices were generated for private sector use. For relevancy to the Armed Services environment, please:

· Substitute “readiness” for “profit” where it occurs in the dynamic view above;
· Ignore “Wall Street”

· Consider “economy” to be the financial, operations, and resource management state of the organization/enterprise

Organizational Maturity Stage Tables
	Milestone View
	Beginning
	Current Stage
	Planned (Final)

	
	Date
	Stage
	
	Date
	Stage

	Data Quality
	
	
	
	
	

	External Financial Reporting
	
	
	
	
	

	Product/Customer Costs
	
	
	
	
	

	Operational/Strategic Control
	
	
	
	
	


	Dynamic View
	Beginning
	Current Stage
	Planned (Final)

	
	Date
	Stage
	
	Date
	Stage

	Development Dynamic
	
	
	
	
	

	Data Sources
	
	
	
	
	

	Data Management
	
	
	
	
	

	Management Dynamic
	
	
	
	
	


Previous PCM Initiatives

Please use the space below to describe any previous PCM initiatives that served as the foundation or earlier version for the current program. Include at least the start and end dates, program purpose and scope, and if relevant, any reason for termination.
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Part II: Guiding Principles Assessment
Purpose
Part two of this assessment tool contains a section for every guiding principle. There are questions for each that are intended to establish the extent to which the principle exists in the PCM initiative and organization under study. The ASIG intends to use the responses as the raw material for case studies for the report; these in turn become the supporting documentation upon which the guiding principles are based.
How to Use

Each principle section contains a description of the principle followed by a table with questions. The rater is provided a box to give a rating (1, 2, 3, and 4) and a textual field under each question to provide the response that supports the rating given. The response should contain enough detail so that a casual reader can understand why the particular rating was given. Additionally, there should be enough background so that the response can be used as background information in a case study or to support a guiding principle. Finally, ratings should be based on the initiative’s current status.
Rating Definitions:

1 – No; generally not true; there are no/rare instances; it does not exist in the organization/PCM initiative

2 – Partial; there are some instances; it exists somewhat in the organization/PCM initiative

3 – Mostly, there are many instances; it exists in the organization/PCM initiative

4 – Yes; generally true; in all/almost all cases; it exists throughout the organization/PCM initiative

(1) Readiness before Cost
Regardless of whether we are at war or peace, readiness is the primary outcome for the Armed Services. While there is always a cost for achieving a particular level of readiness, lowering costs to maintain that level should result in savings or freed resources for reallocation to other priorities. Alternately, improving work processes can result in a higher level of readiness at the same cost.  Performance and cost management provides tools for the identification of potentials for the reduction of costs and permits the optimization of readiness in a constrained cost environment. 
When the organization understands the interaction between readiness and cost and uses PCM to optimize readiness given cost constraints, then it is demonstrating the principle of “readiness before cost”. Questions to answer/statements to validate to determine whether this is the case include:
	Recognition that Readiness and Cost are Intertwined
	Rating

	1. Good resource stewardship is viewed as mission essential (the organization recognizes the potential for improved war-fighter/operational unit support through good business practices)
Rating Rationale:


	

	2. There is no “Relentless” pursuit of readiness or cost at the expense of the other (i.e., they are balanced)
Rating Rationale:


	

	Is Performance & Cost Management Used to Optimize Resources?
	

	1. PCM initiative provides sufficient information and insight to make trade off decisions among conflicting activities/outputs with the goal of reducing cost in context of combat/mission readiness
Rating Rationale:


	

	2. PCM is used for operational (resource allocation, operational improvements, reorganizations, etc.) decisions. 
Rating Rationale:


	


(2) Meaning before Mandates

Mandates should not occur without meaning. Organizations should look at their underlying mission and vision, understand and internalize it, and then build PCM mandates that support it.  It is equally important that the mission is fully socialized to all levels, and understood and accepted by all. 
Meaning indicates that we know the importance or value of something. Organizations should recognize that performance and cost information are the “Intel” of Armed Forces business processes, and use mandates to leverage this intelligence and to embed PCM in the organization’s values and culture. At the same time, higher level guidance and policy (mandates) on PCM should be understood and translated so that it is meaningful to the organizations executing them. Organizations that accomplish this exhibit the principle of “meaning before mandates.”

	The PCM Initiative has Meaning to the Organization
	Rating

	1. Performance and Cost Management is embedded in the organization’s business process
Rating Rationale:


	

	2. Organization reviews PCM information on a regular basis
Rating Rationale:


	

	3. Senior management uses, and derives value and benefits from, PCM information
Rating Rationale:


	

	4. Line level (operations) management uses, and derives value and benefits from, PCM information
Rating Rationale:


	


	Organizational Mandates have Meaning
	

	1. PCM mandates support the organization’s overall mission
Rating Rationale:


	

	2. People at all levels see the value to executing the organization’s PCM mandates
Rating Rationale:


	

	3. The organization uses mandates, both those originating internally and those that are related to higher level mandates) to promote the use of PCM
Rating Rationale:


	

	4. PCM mandates are producing the results desired
Rating Rationale:


	


(3) Passion before Productivity

Successful PCM efforts must integrate communication of the vision with the reality of execution.  Achievement of improved performance requires a highly intense display of sustained, forceful passion to inspire productivity to meet the vision communicated.  

Passion is usually derived from deeply caring about – and it is normally the prime ingredient to – achieving an outcome. In the context of PCM, our principle states that it is better to generate excitement (passion) surrounding an outcome first because that leads to action and results (productivity) that achieve those outcomes.

	Is PCM linked to Vision?
	Rating

	1. Productivity is included in the organization's vision 
Rating Rationale:


	

	2. Productivity improvement is embedded throughout the organization with desired results clearly articulated
Rating Rationale:


	

	3. The PCM initiative is promoted and used for this vision
Rating Rationale:


	


	Is the Organization Passionate About PCM?
	

	1. The organization has a "champion" (an effective leader at any level) who fights for, defends, and excites others to use PCM
Rating Rationale:


	

	2. The PCM initiative is viewed as a priority at all levels in the organization
Rating Rationale:


	

	3. PCM passion and commitment has survived successive change of leadership
Rating Rationale:


	

	Organizational Productivity and PCM
	

	1. The organization has an effective reward program in place that adequately recognizes employees who improve productivity
Rating Rationale:


	

	2. The organization strives to continuously improve performance and cost
Rating Rationale:


	


(4) Targets before Tasks

Successful Performance Management towards accomplishing organizational mission/vision starts with sound Business, Process and People metrics/targets.  Metrics and targets should be consistent with, and lead day-to-day operations toward, the organization’s strategic plan, mission, and vision, and becomes the basis for strategic and operational decision-making.
Targets are the goals that drive the tactical use of resources, and tasks are the actions taken to achieve those goals. This principle recognizes the risk that without targets, tasks will be conducted and resources expended that do not achieve the organizations’ goals. Organizations must understand what needs to be accomplished before launching a PCM initiative.
	Do Applicable PCM Metrics Exist?
	Rating

	1. Business Metrics, or those governing standard information and business nature
Rating Rationale:


	

	2. Process Metrics, or those measuring whether there is an effective and pragmatic management framework
Rating Rationale:


	

	3. People Metrics, or those measuring skills, development, and communication
Rating Rationale:


	

	4. Targets were established and clear before PCM work started
Rating Rationale:


	


	Target Quality
	

	1. The PCM targets lead to achievement of the organization’s strategic plan, mission, and vision, i.e., they are consistent and don’t lead to “you get what you measure” to the detriment of mission
Rating Rationale:


	

	2. PCM targets are actionable, i.e., they allow for better visibility and awareness of areas that are under/over performing, allow for benchmarking, and easily communicate the level of performance desired
Rating Rationale:


	

	3. There is a reasonable number of meaningful targets
Rating Rationale:


	


(5) Strategy before Work

Strategy is the compass that guides. It is imperative that an organization’s leadership has a strategic plan that communicates vision and direction to the levels responsible for execution. It is equally important that this plan be applied consistently at the enterprise, organizational unit, regional, installation and center, field units, and local levels.

This principle recognizes that strategy should drive PCM, and that PCM’s execution in the services should be based on high-level Department, Agency, or executive standards and related to the organization’s mission and vision. It also emphasizes that people and organizations need to understand PCM strategy before starting work, and that work without strategy risks not achieving the organization’s mission for PCM. On the flip side, the organizations should ensure that outputs of work are consistent with strategy.
	Leadership and Strategy
	Rating

	1. Organizational guidance exists for PCM
Rating Rationale:


	

	2. There is a sound strategic plan for the execution of these policies and requirements
Rating Rationale:


	

	3. The strategy is consistent with the intent of higher level Department/Agency and National strategies (e.g., the President’s Management Agenda and the National Security Strategy)
Rating Rationale:


	

	Organizational Consistency
	

	1. The strategy applies to each level of the organization
Rating Rationale:


	

	2. Organizational PCM strategy is consistent with mission and vision
Rating Rationale:


	

	3. It is clear to organizational units how strategy drives processes, activities, and tasks
Rating Rationale:


	


(6) Outcomes before Outputs

Outcomes are defined as a measurable result, and outputs as the product of energy expended. For the Armed Services, the most important outcome is effectiveness in preparing for, and conducting, operations (war-fighting in the case of the Military Services and a range of rescue and interdictions in the case of the Coast Guard).  A huge number of separate outputs contribute to a successful outcome in this context.  Performance and cost management must be accomplished so as to maintain focus on outcomes rather than on outputs. 

Outputs may not necessarily lead to desired outcomes. Outputs on their own mean very little until aligned with the service’s or organization’s strategic, operational, and tactical objectives. In this sense, it is important to focus PCM initiatives on outcomes necessary to achieve organizational mission and vision, and ensure that PCM outputs are consistent with the outcomes desired.
REQUIREMENTS TO OUTCOME MODEL
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	Identifying the Link between Activities, Outputs and Outcomes
	Rating

	1. Activities, processes, outputs, and outcomes have been clearly identified 
Rating Rationale:


	

	2. Cost and performance data is available for each activity, process, output, and outcome
Rating Rationale:


	

	Whether the Organization uses PCM to Achieve Outcomes
	

	1. The organization manages outputs while considering effect on outcomes (outputs are linked to objectives)
Rating Rationale:


	

	2. The PCM initiative has identified outcomes (e.g., in terms of readiness or combat capability) and linked the contribution of measured outputs to these outcomes
Rating Rationale:


	


(7) Burning Platforms before Politics

Most organizations face a set of “wicked problems”, or burning platforms that if not addressed will compromise mission accomplishment and readiness. These burning platforms often drive the need for change and also, in many cases, the need for PCM information. At the same time most organizations also face inhibitors that perpetuate the status quo, or barriers to the change required to address these burning platforms. 
The principle of “Burning Platforms before Politics” encourages organizations to look past organizational, political, and ideological inhibitors that are fixed in the short term and to focus on issue resolution and create the environment (or in this case, the PCM initiative) required for sustained, long term success.
	The Organization Prioritizes Burning Platforms
	Rating

	1. The PCM initiative does not ignore the long-run to address short term “urgencies”. Equivalently, the PCM initiative is not ignored in favor of these urgencies.
Rating Rationale:


	

	2. PCM users are empowered to use the information to make decisions that transcend the traditional organizational, political, or ideological boundaries
Rating Rationale:


	

	The PCM Initiative is able to Overcome Politics
	

	1. PCM is effective at making audiences become proponents
Rating Rationale:


	

	2. The PCM initiative was not structured/limited by political and bureaucratic considerations
Rating Rationale:


	


	The PCM Initiative is able to Overcome Systemic Inhibitors
	

	1. The organization is given incentives rather than decremented for PCM-based improvements (e.g., performance improvements does not result in the harvesting of savings by higher HQ).
Rating Rationale:


	

	2. The PCM initiative has a stable “home” that is process oriented including needed skills across functions (e.g., IT, HR, Finance) rather than residing in a single function, and the various functionals support the initiative.
Rating Rationale:


	

	3. The PCM initiative is able to obtain data from current legacy systems that is accurate, timely, and configurable in order to provide value added operational insight not currently available.

Rating Rationale:


	

	4. PCM is part of the organization’s people development (i.e., using PCM-based success is part of advancement and the performance review process and employees are trained to “think PCM”)

Rating Rationale:


	


(8) Simplicity before Scale
Effective implementation of PCM requires the Armed Services to maximize return on investment through focus, realistic scope and boundaries, and fostering acceptance.  Once success is achieved, initiatives can be expanded in a manner consistent with the resources required to sustain the effort.

Simplicity before scale embodies the concept that initiatives should take an iterative approach to execution that is focused on getting results rather than just getting bigger. This “crawl, walk, run”, or pilot followed by rollout approach allows the PCM initiative to be redefined or adapted so that future states are based on previous successes and so that the end state meets organizational requirements and is mission-consistent.

	Scope and Boundary
	Rating

	1. The PCM initiative achieves the right depth (level of detail) for the organization – it is not overly complex or over-engineered
Rating Rationale:


	

	2. The PCM  effort is at a level sustainable over an extended period of time (effort can be supported by resources available to do the work)
Rating Rationale:


	

	3. PCM achieves the right breadth/span across the enterprise’s organizational units
Rating Rationale:


	


	Does the PCM Initiative have Sustainable Growth?
	

	1. Over time level of detail was expanded to support new information requirements, and this expansion was based on previous successes/wins
Rating Rationale:


	

	2. The pace of growth is reasonable
Rating Rationale:


	

	3. An iterative approach was taken during PCM rollout 
Rating Rationale:


	

	4. The PCM initiative focused on getting to results first and then concentrated on scale
Rating Rationale:


	


Part III: PCM Initiative Success Gauge

Purpose

Part three of this assessment gauges the success by identifying whether the PCM initiative achieved its goals in three main areas: scope (breadth and depth), objectives (whether the PCM initiative has helped the implementing organization achieve its performance and cost targets), and implementation/sustainment performance (cost and timeliness of the PCM initiative itself).
This information will be key in determining whether the guiding principles followed by the organization (per the Guiding Principles Assessment section above) contributed to the success of the organization’s PCM initiative. This will ensure that the guiding principles set forth by the ASIG are demonstrated by actual successes in the Armed Services.
How to Use

For each question in the PCM Success Gauge below, answer using the rating scale provided in Part II: Guiding Principles Assessment. Unless asked otherwise, please rate based upon the current status of the initiative; answers will be taken in the context of the stages of maturity identified in Part I: Maturity Assessment. Certain lead-in questions require responses instead of a rating. A textual field is provided in these cases; please strive to clearly state why the PCM initiative is/is not considered a success.
If any principles identified in Part II: Guiding Principles Assessment contributed significantly to the attainment of a 3 or 4 rating in the PCM Success Gauge below, please indicate the principle in the box provided.

PCM Success Gauge
	Scope

Briefly describe the target breadth (across how many and which organizations – include at least one level up and below your organization, if appropriate) and depth (across how many levels of the organization) are covered by the PCM initiative.



	 Question
	Rating
	Contributing Principle

	The PCM initiative has achieved the target breadth

Rating Rationale:


	
	

	The PCM initiative has achieved the target depth

Rating Rationale:


	
	


	Objectives

Please list the primary objectives of the organization’s PCM initiative (examples include providing cost visibility, setting appropriate price levels, etc.) and rate the extent to which they are being achieved

	Objective
	Rating
	Contributing Principle

	Objective #1

Rating Rationale:


	
	

	Objective #2

Rating Rationale:


	
	

	Objective #3

Rating Rationale:


	
	

	Objective #4

Rating Rationale:


	
	

	Performance
	

	Question
	Rating
	Contributing Principle

	The PCM initiative is on schedule

Rating Rationale:


	
	

	The PCM initiative is within budget/initial cost estimates

Rating Rationale:


	
	


Appendix A: The Fifth Stage Cost Management System

From Chapter 1 of Gary Cokins’ 

Activity-Based Cost Management: An Executives Guide, John Wiley & Sons (ISBN 0-4714-4328-X).  

Stages of Evolution of Cost Management Systems

In the early 1990s Professor Robert Kaplan of the Harvard Business School described four stages of cost management systems. Figure 9 extends his stages of evolution with a fifth stage. Beyond the fourth stage, which Kaplan referred to as “Integrated” cost management systems. The fifth stage that I propose exclusively focuses on decision support. Before describing my proposed fifth stage, let’s briefly review the standard four stages.

(Figure 9 – Stages of Evolution of Cost Management Systems)


The Standard Four Stages of Cost Management Systems

Stage 1 – Broken – Stage 1 cost management systems are primitive and fairly useless for managing an enterprise. At an extreme primitive level, an example would be a cigar-box for cash and coins at a child’s lemonade stand. The box serves the two purposes of providing change for customers and determining at the close of business if any money was made or not. If there is more money in the box than when the day began, after allowing for the purchase price of the ingredients, the child knows if any money was profited.

A small step beyond that is the small retailer. Their pricing may simply be a cost-plus mark-up of their purchases to cover their operating expenses.

An additional step above that is the small manufacturer or distributor. Since they may not be able to justify the extra expense to maintain a formal record keeping system, the quality of their data be inadequate for making decisions.

Stage 2 – Financial Reporting Driven – Stage 2 cost management systems are used to comply with external reporting for bankers or owners or to government agencies such as for tax reporting. The financial data may minimally meet the reporting requirements, but may distort the true costs and profit margins of the specific products or service-lines that they sell. This information may be reported weeks or months after the period in which their business was conducted. This information may be too aggregated to draw any insights about where to focus or what to better control.

Manufacturers and distributors tend to focus on the direct material and labor expenses that can be logically associated with products and service-lines. The remaining support, distribution, sales and administrative expenses are either ignored or loosely linked to the costs of outputs. Simplistic overhead expense allocations introduce distortions that can be large relative to the true costs.  

Stage 3 – Customized and Stand-alone – Stage 3 cost management systems are designed to provide reasonable accuracy and visibility for decision making. This is the stage where activity based costing began to emerge. The variety and diversity of the products and service-lines for these organizations will have expanded so much that indirect and support overhead expenses will have become a significant portion of the cost structure. Simplistic cost allocations, usually volume-based, are no longer sufficient to reflect how much the individual outputs consume those expenses. 

Whether the expenses are direct or indirect, the cost assignments are computed in a parallel or off-line model, not necessarily in a repeatable system. The operational data, such as the basis for tracing the non-direct expenses into costs, is usually input as separate step. For manufacturers, the assignment of overhead for inventory costing may be based on simplistic assumptions whereas the ABC will be more reflective of use. The two methods produce different results for different purposes. The inventory costing is used for external reporting and the ABC for strategic decision making or pricing.

Stage 4 – Integrated – Stage 4 cost management systems are what many organizations aspire to. The databases are linked to the calculation logic that traces the expenses to processes and into outputs. The resulting information can be reported for monitoring performance or simply to more accurately report spending for control or for profit margin performance. The administrative effort to refresh the input data and update the results is much less relative to Stage 3. The reporting is highly automated and supported by powerful query and analysis tools. The distribution of the calculated results is more widely accessible to various users throughout the organization.         

The Fifth Stage Cost Management System

Stage 5 – Decision Support – Stage 5 represents more of a profit management and value management system. It goes well beyond simply calculating and distributing accurate and relevant cost information. It provides information, and the flexibility to configure assumptions, for decision-making. 

All decisions impact the future, not the past. The past reflects past decisions, for good or for bad. Stage 3 and Stage 4 cost management systems originate with historical revenue and expense data. They are descriptive rather than prescriptive. I earlier referred to them as cost autopsies. It is too late to do anything about what already happened. What ABC/M accomplishes is logical and defensible tracing of expenses so that managers and employee teams can gain insights and inferences as to where to focus and what to change.

The formal step to actually take actions based on inferences from past information leads us into the broad realm of predictive costing and re-budgeting (during and after cost overruns). This will be the focus of Stage 5 systems. Today this area resides in pockets of an organization where cost estimating and budgeting takes place. Cost estimating is usually performed as an ad hoc one-off analysis aimed at a single decision, such as a capital investment justification or a make-versus-purchase outsource decision. 

Another application of cost estimating may be to determine a price quotation to offer to secure a customer order. In price quoting, there are implicit assumptions about cost rates and whether expenses are fixed or variable. In some cases those assumptions may not be totally valid. A more powerful predictive costing calculation engine and system will allow for more formal and flexible configuring of assumptions of the consequences of decisions, in addition to the specific inputs and outputs of a decision. These assumptions will recognize the impact on capacities – specifically the adjustability of capacity and that resulting increases or decreases in specific expenses during the time periods affected by the decision.  

As the Internet continues to shift power to the buyers from the suppliers, a defense for the suppliers will be to induce the customers’ demands through a variety of options offerings. The various options will be combinations of various products, promotions, and alternative service-levels offered at appropriate pricing to stimulate the customer to order and purchase. Much of this will be web-based and automated. Stage 5 systems will recognize the existing capability and capacity of an organization and take that into account as it supports predictive costing. Chapter 4 discusses the new requirements shaped by 21st century e-commerce will rely on stage 5 and ABC/M systems. 

Appendix B: The Dynamic View to Cost Management System Development

Stages 1 and 2: Budget and Finance

Stage 1 executives and managers make most or all of their decisions based primarily on budgetary considerations – budgetary information creates the greatest impact on decision-making priorities. In short, a budget-only focus is a “dances with numbers” game. People in these organizations simply have not learned to see beyond the budget. Education and government sector organizations frequently fall into this stage. Such an organization has only learned the internal part of the lesson of basic fiscal self-control. 

Stage 2 systems integrate a view of the organization that allows management to see beyond the budget, but financial performance mandates replace budgetary mandates as the primary information source impacting decision-making priorities. The organization has learned the external lesson of basic fiscal self-control, but has not learned to see management information beyond the income statement, balance sheet, and budget. The Financial Stage is an unbalanced, incomplete view that uses profit as the prime measure. 

Stage 3:Operations
Naturally, Stage 3 organizations compare profit to the resources that generate them, start managing processes, and allow financials and budgets to remain tentative guides and results reports. Stage 3 organizations have learned to see beyond the financial perspective and focus on operational information from activity-based and resource-consumption accounting viewpoints to complement the impact of budgetary and financial information on decision-making priorities. The organization has learned how to compare and coordinate budgetary records of resource utilization and financial records of overall performance with actual activities and resource utilization patterns. Stand-alone activity-based costing, resource consumption accounting, and performance measurement systems allow the organization to represent the internal environment on its own terms rather that by exclusive identification with the budget, balance sheet, or income statement. During this process, management learns how to use the new information focus to improve activities and resource utilization patterns.
Stage 4: Strategic Integration
And the Strategic Integration organizations belonging to Stage 4? Remember the second essential consistency found across all developmental systems:

While some may learn more quickly, no one skips any stage, and the lessons learned in all earlier stages are retained. Early stages contain learning capacities necessary for those that follow.

Stage 4 organizations have learned to use a database of integrated budgetary, financial, operational, and strategic information to create a greater impact on decision-making priorities. The stand-alone systems are coordinated and work together because strategy assigns systems roles and rules of interaction within the overall organizational operational context. Strategic management provides the first developmental opportunity to introduce and realize long-term organizational goals. Strategic management can, of course, be introduced at any time during the developmental life cycle of an organization, but the decision-making processes are relatively impotent without an integrated set of budgetary, financial, and operational information and employees that understand the interrelationships of these information sources and processes.
Stage 4 organizations have learned to integrate the information capacities of earlier stages and to test long-term intentions with their strategic plans. Consequently, rather than merely tinker with isolated internal operational efficiencies, a common pitfall of misapplied quality methods, a strategically integrated information system permits Stage 4 organizations to apply organizational learning in practical ways that create value internally and externally. In this equivalent to Piaget’s Concrete Operational stage of development, the organization uses rules and roles to integrate its many systems into a unified whole. The Balanced Scorecard stands as one of the healthiest examples of this rule/role structural maturity.

Stage 5: Global Focus

Last, but not least, the Stage 5 organizations have learned to see themselves holistically in the context of Piaget’s global focus – the arena of all possibilities. In this valedictory stage, the holistic perspective goes far beyond geographic concerns, and the arena of all possibilities extends far beyond opportunistic choices. Stage 5 organizations see their short- and long-term activities, resources, and strategies as a part of an economic ecosystem – damaging the economic ecosystem eventually comes home to haunt the organization.
Appendix C: ASIG Privacy Statement

The ASIG is a working group composed of representatives from the five Military Services (including the Coast Guard). Chartered by CAM-I, a non-profit organization widely recognized as the thought leader for cost and performance management,  the ASIG has been meeting quarterly since December 2002 to identify similarities and lessons learned in the Armed Services approaches to performance and cost management.  Our research will be based on practical experiences in the Armed Services.  

It is our intention to develop a blue book (informational reading based on a principle concept) regarding the use of performance and cost management techniques and their utility to the Armed Services.

We Collect Information From:

· Surveys

· Interviews

· Assessment Tools

· Case Studies

· ASIG membership

What Information We Collect:

Information the ASIG collects is detailed in the documents attached (which may be examples of any of the items listed above). In general, we collect the following information for organizational Performance and Cost initiatives.  We do not collect personal information (except for contact information).

· Background and demographic information

· Objectives and purpose

· Resources devoted to the initiative

· Results

· Third party or self assessments of performance and results

We May Disclose The Information Described Above To:

· ASIG members

· CAM-I members

· In general, summary form to DoD policy makers or external organizations

How We Will Protect Information

Information will be kept within the ASIG.  It will be shared outside the ASIG only with the consent of the ASIG member or organization to which the information belongs.  For consistently and Anonymity all information presented in the presentations, the blue book and any following on products will be scrubbed and cleansed of identifying characteristics, unless we have received written consent from the agency, department, and/or persons.  

Potential Uses For The Information:

Information gathered from this survey and case studies will be used as examples of performance and cost management, both successful and non-successful approaches within the Armed Services.  Responses will also be used to validate whether a certain set of guiding principles are supported by examples.  The ASIG may also use the information to identify “lessons learned” and best practices.  In certain instances, ASIG members may contact POCs/information sources to gather more information and see how these practices can be adopted in their own organizations.
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� From Gary Cokins’ Activity-Based Cost Management: An Executives Guide (New York: John Wiley & Sons, 2001):27


� From Catherine Stenzel’s From Cost to Performance: A Blueprint for Organizational Development (New York: John Wiley & Sons, 2003)
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