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FOREWARD


Since its establishment in 1961, the Defense Logistics Agency (DLA) has supported every war, every major contingency, every humanitarian relief operation, every theater of operations where our servicemen have been deployed providing required supplies and services when and where needed, around the clock, around the world.  Our mission has grown significantly over that period -- from providing centralized management of consumable items of supply, maintaining the Federal Supply Catalog and the DoD industrial plant equipment reserve, and managing the surplus disposal program…into a logistics combat support agency with broader and more complex DoD and joint missions.

As we enter a new century, which will provide significant changes in our Armed Forces and increases in technological sophistication of those forces, logistics and acquisition organizations and systems must change to keep pace.   To remain competitive, DLA has recognized that we must reshape and refocus ourselves and apply the same innovation, teamwork, and warfighter focus that has made us successful in the past.  To provide a roadmap for the future, we have developed a strategic plan which defines our vision, mission, goals, and objectives. 

Embedded in our strategic goals is the need to reduce acquisition and logistics support costs to our customers.  To achieve these goals, we recognize that we must better manage all of our costs, and we believe that Activity Based Costing/Management (ABC/M) is a most effective tool to accomplish this.  By utilizing activity based costing, we will provide our managers with information on activities that are taking place within their organization, and through management of those activities, we will institutionalize quantitative analysis in our decision-making and management process.
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SECTION 1.  INTRODUCTION 

1.1  Overview


DLA’s strategic plan defines our vision, mission, values, goals, and objectives.   Key to achieving these goals is the need to minimize or reduce acquisition and logistics support costs to our customers.  This is reflected in our strategic goals shown below:

Goal 1 - Consistently provide responsive, best value supplies and services to our customers.

Goal 2 - Reduce costs--improve efficiency--increase effectiveness. 

Goal 3 - Ensure our Workforce is Enabled to Deliver and Sustain World Class Performance.

To effectively provide quality support while minimizing or reducing costs, we must be able to identify the cost of specific activities within our organizations and quantitatively manage these activities.   We believe that ABC is the most appropriate tool to make these costs visible.  In fact, DLA was proactive in the development of ABC by initiating the program in 1993.  In 1996, we revised and revitalized our ABC efforts and began an aggressive ABC/M implementation program across the Agency.  To date, we have implemented or begun implementation in all of our major business areas and corporate staff offices.  After implementation of ABC, we will begin to use the information derived from our ABC systems in the management of our organizations.   As we evolve from ABC to activity based management (ABM), we will be using ABC/M to better understand our costs, improve our pricing, develop process improvements, and improve management decision making. 

 At DLA, we view implementation of ABC/M as an integral part of our strategic plan.   Our ABC/M vision and objectives link directly to our strategic vision and goals.  We are committed to aggressively implementing ABC/M as an integral part of achieving our strategic plan goals.
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1.2  Methodology

Our ABC approach allows individual commands and field activities to determine their specific ABC implementation strategy from the bottom-up.   Each activity/group determines its own ABC structure and system.   As ABC is implemented at each DLA activity, they will begin the evolution to ABM.

An Agency-wide framework for ABM will be provided through the implementation of specific objectives aimed at ABM, which are tied to our strategic goals.   Achievement of these objectives will be demonstrated through identification of specific applications of ABM in each of our major commands, the Defense Automated Printing Service (DAPS), and the corporate headquarters staff offices.  

A DLA ABC/M team, including members from each of our major commands, DAPS, and corporate headquarters staff offices, was formed in July 1998 to oversee completion of the remainder of our ABC implementations.  In August 1999, we reconvened the team to review progress and facilitate the transition to ABM. 
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SECTION 2.  VISION, GOALS, AND OBJECTIVES

2.1 Vision

DLA STRATEGIC VISION:

RIGHT ITEM, RIGHT TIME, RIGHT PLACE, RIGHT PRICE.

EVERY TIME…BEST VALUE SOLUTIONS FOR AMERICA’S WARFIGHTERS.

Our vision for ABC/M at DLA is not a separate vision - it is an integral part of that overall vision.  Implementation of ABC/M is key to providing the “best value solutions for America’s warfighters.”  By developing ABC/M cost and performance views of our outputs, we will be able to make the most informed decisions about the cost of our products and services.  We can best support the warfighters by becoming “cost warriors” ourselves.

DLA ABC/M VISION:

EVERY DLA ORGANIZATION WILL HAVE AN ACTIVITY BASED COSTING/MANAGEMENT APPROACH TO AID IN  DECISION MAKING BY ALLOWING ORGANIZATION MANAGERS TO UNDERSTAND THEIR COST AND COST DRIVERS.
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2.2 Goals and Objectives:
To ensure consistency with our strategic plan, we have tied our ABC/M objectives to our strategic goals as shown below:

DLA STRATEGIC GOALS:

Goal 1 - Consistently provide responsive, best value supplies and services to our customers.

Goal 2 - Reduce costs - improve efficiency - increase effectiveness.

Goal 3 - Ensure our workforce is enabled to deliver and sustain world class performance.
These goals encompass meeting customer expectations of quality, timeliness, and performance; improving the efficiency and effectiveness of our organization; and implementing a long-range strategy to sustain our workforce.  Implementation of ABC/M will significantly help DLA management in the achievement of each of these goals - in determining where to implement efficiencies to reduce cycle times and support costs to our customers as well as determining needed skills for the workforce.  

To ensure our continued focus on the opportunities afforded through the implementation of ABC/M, we have developed specific ABC and ABM objectives as follows:
ACTIVITY BASED COSTING OBJECTIVES:

Objective 1.  Implement Activity Based Costing (ABC) at all DLA activities by the end of 1999.

Objective 2.  Continually increase our competitiveness by identifying the cost drivers in all our activities to maximize efficiency and effectiveness in how we spend our resources.
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ACTIVITY BASED MANAGEMENT OBJECTIVES:

Objective 1.  Provide data for improving effectiveness and efficiency, including reducing costs by

-- reducing cycle times, initiating process improvements, and eliminating redundancy

Objective 2.  Evolve from ABC to ABM as the basis for key Agency decisions.

Objective 3.  Use ABC/M to benchmark efficient organizations and processes.

Objective 4.  Provide improved cost visibility to our customers and ourselves.

Objective 5.  Use ABC/M to more accurately price our products and services.

Objective 6.  Develop a life cycle cost supply chain model to provide cradle-to-grave management of items from acquisition through disposal. 
Objective 7.  Allocate overhead in the most appropriate manner.

Objective 8.  Reduce overall Defense costs while improving performance.
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SECTION 3. ACTIVITY BASED COSTING MILESTONE PLAN

     As stated in our first objective above, DLA plans to implement ABC at all DLA activities by the end of 1999.  The following describes the implementation process and identifies the milestone date for implementation for each of our organizations.

· Defense Contract Management Command (DCMC) - Complete -

DCMC has been actively employing ABC/M tools and techniques for the last several years.   In DCMC, ABC/M begins with the “One Book” – an on-line policy and procedures guide which details all business processes and activities used by contract management professionals throughout the command.  Costs are collected for each of these defined business processes in the command’s Performance Labor Accounting System (PLAS).  By integrating data from PLAS and several financial systems, costs can be analyzed at the activity level.            

· Defense Logistics Support Command (DLSC):

· Defense Logistics Information Service (DLIS) - Complete - DLIS has had ABC in place since 1994 and is now in the ABM phase. To improve input to our ABC Program, DLIS developed an automated tool to capture ABC data, TAPS (Time and Attendance Productivity System).

· Defense Reutilization and Marketing Service (DRMS) - Complete - DRMS has had ABC fully implemented worldwide since the beginning of FY 98 and is now in the ABM phase.  DRMS uses TAPS to capture ABC data at its headquarters and is considering deployment to the field in FY 00.  Currently, the field Defense Reutilization and Marketing Office (DRMO) personnel report to ABC codes using timesheets that contain lists of activities tailored to their work area.  All DRMS ABC data is “real time” and updated each pay period.  DRMS has been

3-1

successful in tying the ABC process to the financial cost account codes which allows for this reporting process to occur as part of existing financial reporting systems.

· Defense Supply Center Columbus (DSCC) - Complete -DSCC has had ABC in place since October 1998 and is now in the ABM phase.  DSCC was the pilot model for the inventory control points.  DSCC uses surveys to capture the ABC data on a quarterly basis.
· Defense Logistics Support Command Headquarters (DLSC HQ) - Complete - DLSC Headquarters has had ABC implemented since the beginning of FY 99.  ABC data is collected using surveys on a quarterly basis.  The DLSC HQ model provides visibility of resource use by customers, the value of matrix support, and the value of supporting external customers.  DLSC HQ is just entering the ABM phase with four quarters of data for its baseline.  A Logistics Enterprise Model is being developed which will encompass data from the primary level field activities (PLFA).

·  Defense Energy Support Center (DESC) - Complete - DESC has had ABC in place since July 1999.  DESC uses surveys to capture the ABC data on a quarterly basis.  Cost objects are currently being refined.
· Defense Supply Center Richmond (DSCR) - Complete - DSCR implemented ABC in September 1999.  DSCR uses surveys to capture the ABC data.  The ABC Team is currently making the results of this effort available to management.  DSCR is currently using the model to cost out additional cost objects.  They plan to use ABC data in the business process improvement initiative.

·  Defense Supply Center Philadelphia (DSCP) - October 1999 - DSCP will have ABC implemented by October 1999.  DSCP has conducted its first test survey.  They are currently
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resolving problems with the survey tool.  They conducted the first test surveys of the general and industrial commodity areas in mid-September 1999.  DSCP will deploy ABC to the rest of the general and industrial areas in mid-October.

· Defense National Stockpile Center (DNSC) - December 1999 - DNSC will have ABC implemented by December 1999.  DNSC will be conducting surveys to collect the ABC data.  Their data dictionary was completed in September 1999.  

Upcoming target dates:
End of October 1999 - Conduct Survey

December 1999 – Cost Model 

· Defense Logistics Agency Pacific (DPAC) - December 1999 - DPAC will have ABC implemented by December 1999.  DPAC is the pilot for DEUR.   DPAC will be conducting quarterly surveys using Excel spreadsheets to collect the data.  Their data dictionary was completed in September 1999.

Upcoming target dates:


October 1999 – Conduct Survey

December 1999 – Cost Model 

·  Defense Logistics Agency Europe (DEUR) - December 1999 - DEUR will have ABC implemented by December 1999.  DEUR will be conducting quarterly surveys using Excel spreadsheets to collect the data.   

Upcoming target dates:

End of October 1999 – Data Dictionary Complete

November 1999 – Conduct Survey

December 1999 – Cost Model 

· Defense Distribution Center (DDC) - December 1999 - DDC HQ and Depots will have ABC implemented by December 1999.  The depots will be using cost and workload data, by activity, to implement ABC while the DDC HQ will be conducting 
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surveys using a locally developed Access model.  

Enhanced cost visibility at all levels will help target areas for process improvement.  Activity based costing data is being 

used to aid in the development of performance work statements for the A-76 effort at the distribution depots.  The current cost model was enhanced with workload data in September 1999 and the ABC data was made available to the depots.

Upcoming target dates:  

September – October 1999 – Distribute and conduct training on the software used for viewing ABC data 

November 1999 – Complete ABC at DDC HQ

· Defense Automated Printing Service (DAPS) - Complete  -   DAPS’ accounting system, Defense Working Capital Accounting System (DWAS), produces reports at the area (4), plant (98), and subplant (289) level.  Each report provides the revenue, costs, units produced, hours worked, hours earned, and efficiency index for each activity/cost center.   The implementation of DWAS began in
October 1997 as a DAPS wide system.  Direct costs are broken into 11 categories.   Monitoring costs and improving efficiencies are ongoing processes.  
· Corporate Staff

· Comptroller - Complete - The DLA Comptroller designed its ABC model using a rapid prototype approach.  The model includes the comptroller organization’s cost objects (determined to be product and customer), major processes (such as budget formulation, initiating and maintaining financial policy, and accounting for resources), and activities (such as collect and analyze data, conducting funds control, and preparing budget requests).  Data collection for the ABC model is automated and collected on a daily basis through a version of PLAS.  All employees record their time against cost objects, processes, and activities.  Resources are driven to the cost objects,
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processes, and activities in an ABC system from which monthly reports are generated for management analysis and decision making on process improvements as appropriate.  The information will also be used to justify future resource requirements.

· General Counsel - Complete - The Office of General Counsel designed its ABC/M model through a two-step process.  The first step was that senior leaders preliminarily identified cost drivers, based on organizational functions, services, and products.  The cost drivers are: legal advice and counsel, representation, and program management.  Under the model, costs are allocable by subject matter, activity, and customer. 

The second step of the process was refinement of the model through an organizational survey.   Based on employee feedback, adjustments to the model were made, and initial data was collected.  Subsequent periodic data collection is quarterly, by employee survey.  Analysis and integration into decision making is ongoing.

· Defense Logistics Agency Administrative Support Center (DASC) - Complete - DASC has employed ABC/M since
 FY 95.   DASC fully assesses operating performance in terms of managerial cost accounting and reconcilable integration with financial systems.  By identifying full operating costs, processes, and outputs; costs are allocated to specific customer's requirements and production units.  DASC designed the Customer Usage Billing System (CUBS) which captures actual usage of products and services at the cost code level.  This system allows directorates to customize data elements, define user input parameters and run a variety of reports such as usage statements, funding levels, productivity measures, and recovery of operational cost.   Employees input their time and effort to their specific products, to include both labor and non-labor costs, on a daily basis.  The system has an on-line viewer capability, accessible via the World Wide Web, which 
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allows their customers to monitor their usage of DASC products and services at any time.  Monthly reports are used by managers to determine operating recovery and product feasibility and to manage workload.   In FY 97, DASC incorporated annual benchmarking with competitors.  In FY 99, DASC incorporated  “All Clear” into the ABC/M process, which has automated all workflow processes.  This has allowed them to find further efficiencies across products, directorates, and suppliers. These tools are used in decision making regarding manpower, future financial requirements, workload distribution, and product demand. 

· Chief Information Office (CIO) - September 1999 - CI has employed the ABC/M tools and techniques by setting up a task team to identify processes, activities, and deliverables.  CI followed the comptroller’s approach to the ABC model.  Data for the ABC model can be collected on a daily/weekly/bi-weekly 
basis through PLAS.  All employees record their time against
processes, activities, and deliverables (products).  Resources are aligned in reports to the processes, activities, and products to be used by management for analysis and decision making.  ABC/M software was loaded on user workstations during August and September 1999.  Training users on the ABC/M is underway and should be completed in November 1999.  Full scale use in CI will be completed by the end of the 1999.

· Corporate Administration (CA) - October 1999 - In October 1994, an ABC study was completed for the Headquarters CA organization.  The study was undertaken in order to focus management on continuous improvement of CA business processes and activities.  Since then, the CA organization has undergone considerable reorganization.  Subsequently, in 1998, the Director of CA directed the DLA Office of Operations Research and Resource Analysis to conduct a review of the “function commonality” for offices and operations within CA.  
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This review was a continuation of Phase One of the implementation of the CA ABM program and identified a core set of activities and areas for possible process improvements.

·  Joint Total Asset Visibility (JTAV) - December 1999 - The JTAV Office’s goal is to have ABC/M implemented by

31 December 1999.   They are currently defining office outputs, identifying activities that tie into services and outputs, mapping the costs to the identified activities, and developing cost account codes relating to activities.  The JTAV Office has contracted with ABC Technologies, Inc., to conduct a 3-day training seminar from 26-28 October 1999, at the conclusion of which they will have ABC/M 80 percent implemented.  They anticipate full implementation of ABC/M by 31 December 1999.   

·  Joint Electronic Commerce Program Office (JECPO) - December 1999 - The JECPO is a joint organization comprised of Government employees from DLA, the Defense Systems Information Agency (DISA), and private industry (contractors) 
which complicates how to best utilize ABC/M in making
decisions.  At the present time, DISA is developing a pilot project with the Defense Information Technical Contracting Organization (DITCO).  The JECPO will be working closely with DISA and DITCO to develop an Implementation Plan for DLA ABC/M which will dovetail with the DISA ABC/M.  In order to meet the milestones set by DLA, the JECPO partnered with DISA representatives the first week in September 1999 and identified JECPO outputs and activities that can be used by both agencies.  JECPO will develop joint DISA/DLA activity definitions for data collection and reporting purposes. The JECPO organization will be reporting as one entity, both DLA and DISA employees will provide input into the same data bank to generate the report for the organization.  The scheduled date to complete the model is 31 December 1999.
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SECTION 4.  ACTIVITY BASED MANAGEMENT APPLICATIONS 

     AND MILESTONES

Implementation of ABC systems throughout DLA provides our management with quantitative information regarding the activities within our organizations and how these activities drive costs to our products and customers.   ABM is designed to employ ABC in the management of those activities.  Through proactive management of these activities, we will improve processes, resource decisions, and the overall performance of our organizations.

At DLA, we currently employ ABC data in a variety of ways -- from preparing A-76 performance work statements to setting unit cost goals to reviewing cost performance.  As we progress in using ABM, we will increase use of the information derived from our ABC models and systems to achieve our ABM objectives.   Our ABC/M Implementation Plan is a dynamic plan, for as noted in Timothy S. White’s book, The 60 Minute ABC Book,  “You must be willing to let your objectives grow as your understanding of the possibilities grow….”   The possibilities of ABC/M are many and varied, and we have just begun to scratch the surface.

Our implementation and milestone plan for ABM describes the specific uses of ABC in our management decision-making process.  These applications demonstrate how DLA has begun to and plans to implement ABC/M.  The following section details, by major organizational component, our completed, on-going, and planned applications of ABC/M.  As we progress in this effort, more possibilities will present themselves, and we will adjust our plan accordingly.
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4.1  Defense Contract Management Command

(1) Completed:


(a) Activity Based Management Operational - DCMC has been 

actively employing Activity Based Management (ABM) techniques for the last several years.  In DCMC, ABM begins with the  “One Book” – an on-line policy and procedures guide which details all business processes and activities used by contract management professionals throughout the command.  Costs are collected for each of these defined business processes in the command’s Performance Labor Accounting System (PLAS).  By integrating data from PLAS and several other financial systems, costs can be analyzed at the activity level.

 (b) Financial Management Reviews (FMR) held at all levels of the command - Cost performance throughout the command is reviewed during detailed FMRs held not only at DCMC HQ but at all field level organizations using the same structured tools and techniques.  At FMRs, trends are analyzed, root causes are isolated, out-of-tolerance conditions are studied, and corrective action plans are developed if warranted. Using the insights gained from ABM techniques, DCMC is better able to communicate externally to a 'Board of Directors,' which is composed of key customers and stakeholders, its overall efficiency and effectiveness. 
(c) Systematic metric collection  - The metrics used for cost

and performance measures are generated by many data systems and inputs.   The DCMC Information Repository and Automated Metrics System (DIRAMS) consists of a family of input screens and links to various transaction databases that together provide a warehouse of all DCMC's business information.  DIRAMS provides the command with a single source for all DCMC business information and provides easy 
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access to that information to each and every employee.  DIRAMS also provides a predefined set of tools that enables independent queries to the repository from the desktop to

retrieve the information needed to manage the business on a day-to-day basis and to measure performance.

(2) On-going:  

      FY 99/00 - DCMC is currently refining its ABM process with several initiatives coming on-line in the FY 99-00 time period: 
(a) Development of automated ABM tool kit for use by field activities - The command is developing an ABM automated tool kit which will allow field activities to analyze data at the Contract Administration Office (CAO) level.  The tool kit simplifies the analysis of CAO data and aids in the overall management process.

 Target Completion Date:  March 2000

(b) Development of ABM standardized reports
 - DCMC is developing Standardized ABM Reports which will allow CAOs and process owners to analyze activity cost by providing information at the task level. 

Target Completion Date:  June 2000

(c) Refinement of output and cost for top activities accounting for 80 percent of total costs  - The top DCMC activities are being studied and the cost drivers analyzed. The outputs of each will be reviewed to determine if a more precise measure is required. 

Target Completion Date:  September 2000
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(3)  Planned:

   Being studied for future FY 01/02

(a) Fully integrate ABM in command resourcing process - The feasibility of using ABM in DCMC’s resourcing process will be studied.

(b) Integrate commands risk management data into ABM process -  Study the feasibility of integrating risk management into cost management process with ABM. 
(4)  Metric:


(a)  Through improvements in productivity, reduce cost per unit of output for contract administration services (in base year FY 99 dollars) by 3 percent annually during FY 00-05 from the FY 99 baseline.


- This metric conforms to the FY 00 Performance Contract.   These productivity improvements will be generated in part through the use of ABC/M.  Contract administration services represent all the “service sets” routinely performed on contracts administered by DCMC.
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4.2  Defense Logistics Support Command

(1) Completed:

(a) Sourcing Decision
DLIS Cataloging Function



Completion Date:  FY 94

(b) Unit Cost
DRMS Unit Cost

Completion Date:  FY 98

(2) On-going:

(a)  A-76 Performance Work Statements
(1) Defense Reutilization and Marketing Service – Defense Reutilization and Marketing Offices (DRMO)

Target Completion Date:   FY 00

(2) Defense Distribution Center – Depots

Target Completion Date:  FY 00

(b) Basis for Cost Reimbursement
Defense Reutilization and Marketing Service 

Target Completion Date:  FY 00



(c) Process Improvements
(1) Defense Reutilization and Marketing Service – Demilitarization Centralized Study

Target Completion Date:  November 1999

(2) Defense Supply Center Richmond – Product Center high cost activities

Target Completion Date:  December 1999

(3) Defense Supply Center Columbus - Long Term Contracting/Shift to Commercial Practices

Target Completion Date: FY 01
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(d) Business Case Analysis (BCA)
Defense Logistics Information Service – Developing status quo information for use in BCAs

Target Completion Date:  FY 01

(3) Planned:
(a) Benchmarking

Defense Reutilization and Marketing Service – DRMO  benchmarking - this is an ABM activity DRMS plans to start.

Target Start Date:  FY 00

(b) Service Level Billing
(1) Defense Reutilization and Marketing Service – Determine an improved method for doing the Service Level Billing 

Target Start Date:  FY 00

(2) Defense Logistics Information Service – Developing new methodology for allocating costs
Target Completion Date:  FY 01
 (c) Logistics Enterprise Model

Defense Logistics Support Command
Target Completion Date:  FY 02
 (d) Net Landed Cost/Discrete Pricing
Defense Distribution Center 

Target Completion Date:  FY 02

 (e) Process Improvements 

Defense Logistics Information Service  – Developing an economic analysis for Cataloging Re-engineering System (CRS) 

Target Completion Date: FY 01. 
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(4) Metrics:

(a)  Activity based costing data is used to support A-76 Performance Work Statements by process identification.  Also, cost related to the processes identified will be used to determine the most efficient organization.

(b) Process Improvement - Use ABC data to reflect trends by 

monitoring percent of effort from all other procurement efforts to shift to commercial practice. 

(c) Logistics Enterprise Model - ABC data will be used to provide pricing visibility of DLA products and services.

(d) Net Landed Cost/Discrete Pricing - Goal met when OSD puts NLC pricing structure in the FY 02 budget guidance.
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4.3  Defense Automated Printing Service

(1) On-going: 

(a) Monitoring Costs/Efficiencies of 30 Activities - DAPS publishes and distributes to managers monthly reports of revenue, costs, units produced, hours worked, hours earned, and efficiency index for each activity/cost center at the corporate and area level.  Standardized reports are available to managers on-line at the plant and subplant level.  Direct costs are broken into 11 categories.  DAPS uses data from DWAS to make production decisions and to set rates.  Monitoring of costs and efficiencies is an ongoing process.

(2) Planned:

(a) Most Efficient Organization (MEO) - On August 3, 1999, DLA notified Congress of its decision to conduct a public-private competition for the production functions of DAPS.  By October 31, 1999, DAPS plans to contract for support to develop performance work statement (PWS) and most efficient organization (MEO).  The MEO study is scheduled to begin by January 2000.  The objective of the team will be to analyze costs to ensure DAPS is competitive with similar commercial functions.

Target Start Date:  January 2000

(b) Training Managers - DAPS will be providing training to 

managers on how to use the DWAS data on cost and cost drivers to make decisions.  Following the training, DAPS managers will provide regular assessments of their position and the decisions made as a result of that assessment to DAPS senior management.  Training is scheduled to begin November 1999. 
Target Start Date:  November 1999
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 (3) Metric:  Through improvements in process, reduce the percentage of rework requests to total orders by 30 percent during the period FY 00 to FY 05.

- This metric conforms to the FY 00 Performance Contract.
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4.4  DLA Headquarters Corporate Staff

(1) Completed:

(a) Justify and Allocate Resources - At DASC, ABM has 

resulted in the discontinuance of several products which were not recovering costs due to lack of demand and reengineering of multiple products through customer feedback mechanisms and proven efficiencies.

(2) On-going:

(a) Business Process Reengineering - ABC data provides the necessary information to identify which activities are driving the costs of the products and services and which are also of high value to the customers and stakeholders.  These activities are prime candidates for reengineering.  Some of the corporate staff offices have begun analyzing their ABC data to identify these high-cost areas.

For example, one of the comptroller’s activities, collect and analyze data, has been noted as a high-cost, but high-value activity.  The comptroller organization has already begun planning for implementation of two cost-saving initiatives in this area:

(1) POM Budget Reporting System (PBRS) is under development.  This system will provide a centralized data repository and automated tracking of all decisions throughout the programming and budgeting process.  By maintaining this data repository, analysts will effectively and efficiently determine previously programmed or budgeted amounts for their programs including changes made during the programming and budgeting process.  

(2) The comptroller office is contracting for the automation of financial management reports used to brief 

the comptroller on a monthly basis on the financial
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performance of all DLA activity groups and appropriations.  

Target Start Date:  As the ABC systems are implemented, the Corporate Headquarters staff offices will begin to identify the high-cost/high-value activities, which should be reviewed for reengineering possibilities.  The PBRS initiative will begin phase I (operational costs and manpower) testing in the 1st Qtr of FY 00 with deployment in the 2nd Qtr.  The remainder of the costs (capital, procurement) and revenue collection should be operational for BES 02/03.

(3) Planned:

(a) Determine Resource Requirements - ABC data will provide detailed information on the activities performed by the staff offices and the costs of those activities as well as the true cost of products and services provided to their customers.  This will enable the management of these organizations to use this information to make more informed decisions on resource requirements as follows:



(1) Customer Cost Visibility - This detailed information will 

help customers decide what types and how much of each product/service they want to “buy” from the corporate staff offices and permit decisions on those products/services no longer necessary.  This will result in cost savings to the corporate staff offices and their customers (the DLA commands and DAPS).


 
(2) Justify and Allocate Resources - Based on information 

obtained from customer review of the ABC data, this effort will enable management to allocate resources to only those necessary products and services.   ABC data on the cost of those products and services will enable management to identify the appropriate amount of resources needed for each.  This will result in a well-justified activity-based budget.
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(3) Downsize and Streamline - In this era of declining resources, ABC/M will enable us to better manage all costs and achieve necessary infrastructure reductions while still providing needed services to our customers and stakeholders.  It will help us to identify those low value but possibly high cost activities which should be eliminated.

Target Start Date:  The staff offices will begin to use this information for making resource requirement decisions for POM02.
(b) Refine Grade/Skill Mix - After using ABC to determine “real”  resource requirements and reengineering activities to a more efficient process, ABM data can be used to optimize hiring and staffing decisions.  Management will determine which work is better suited to outsourcing as part of our core/non-core program.

Target Start Date:  March 2000

(4) Metrics:

(a)  Identify 100 percent of corporate cost to customer cost objects.

(b)  Use ABC data in development of  50 percent of corporate POM02. 

(c)  Use ABC/M to achieve reductions in corporate FTEs programmed.
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