ABC Rapid Prototype Lessons Learned

Anniston Army Depot (ANAD) RP (8-12 Jul 02)

1.  TACOM’s Anniston Army Depot (ANAD) went through the Activity Based Costing (ABC) Rapid Prototype (RP) process to develop an initial ABC model.  The following are the lessons learned from that effort:

a.  ANAD did not develop a standard activity dictionary prior to the start of the RP.  The advantage of an activity dictionary is that the activities are well defined and everyone who participates in the RP has a standard definition of what costs/resources are captured by the activity (i.e. work being done).

b.  Prior to the start of the RP ANAD identified the resources/dollars associated with both direct and indirect activities and pre-loaded this information into the OROS software.  The direct costs came from the Standard Depot System (SDS)/Army Workload Performance System (AWPS) database (hours times the charge rate) for the reciprocating engine line.  For the RP the information was manually entered into OROS (ABC software) from these databases.  The ultimate goal is to automate this.

c.  The RP started with the process of identifying the cost objects (products/services).  They then identified the activities (work required to produce the products/services).  One of the key questions was how to direct load information from the Standard Depot System (opcode data) into the OROS ABC model.

d.  The RP quickly shifted to focusing on the indirect versus direct activities.  Main reasons were most of those participating in RP represented the indirect functions and the direct information would come from SDS/AWPS.

e.  Most of the indirect areas have 2 categories of people:  mission indirect and BASOPS.  It was decided that it was important to maintain this distinction in the ABC model.  The primary distinction is that there are 2 colors of money funding these positions.  To maintain visibility in the model--under each Indirect Activity you would create identical activities under both Mission Indirect and BASOPS.

f.  Is the view worth the climb?  In selecting resource/activity drivers (see para 1.i.—Acquisition Center lessons learned) you have to weigh the effort to gather the driver quantity information against the benefit of increased accuracy in the ABC model.  Driver quantity information should be available in some source document/database.  These are important issues when you transition into model sustainment and have to worry about keeping the model updated.  The ultimate goal should be to automate the collection of driver information for uploading into the OROS ABC model. 

g.  ANAD gets reimbursed for work performed by some of their Indirect Activities (e.g. DPW) in support of base tenants.  The cost of this work is not captured in ANAD’s costing rate.  This work should be broken out separately with tenants possibly identified as cost objects, which would allow the ABC model to be used to establish fee for service for the tenants.

h.  When assigning costs from Resources to Activities in the model build for Plans and Operations they first did it based on Full Time Equivalents (FTE’s).  The activities were divisions within Plans and Operations.  It was pointed out that some activities (or divisions) had higher paid people and that actual salary costs could be provided to increase the accuracy of the cost assignment to activities.  The effort to provide this information was determined to worth the increased accuracy.

i.  The OROS software has a notes section that was used during the model build to describe the work being done in some of the activities.  This feature allowed for additional clarification of what work was included in an activity and really represented a sort of embedded activity dictionary.  The advantage of documenting within the ABC model (versus in a separate document) what tasks are included in an activity is that it’s immediately on-hand and available to refer to.

j.  If someone can’t get their mind around an ABC model they won’t use it.  In other words, if someone can’t understand the logic behind the ABC model it won’t be useful, so try to keep things simple.

k.  Once ANAD completed the Rapid Prototype model build the plan was to send out a list of the activity/resource drivers (from the RP model) to all the areas that had a stake in the model.  The idea was to ask them to identify where the information to update these drivers could be found.  The intent was to identify where the information was stored (e.g. hard copy, database, someone’s head, electronic spreadsheet/word document, etc.) and whether collection could be automated to feed into the ABC model.  Updating driver information can be labor intensive and the goal is to minimize that burden.

2.  The RP effort concluded with a successful outbrief to Anniston’s leadership.

