Additional Guidance to Prepare 

A

“Cost Management (CM)/Activity Based Costing (ABC) Implementation Plan”

Section I:  Define the Business Area:  Identify the organizational structure of the business area.  Suggestion would be a wiring diagram with organizational unit names, unit size, and who’s in charge of each.  Provide detail to the lowest organizational units.  Briefly describe the reporting relationships and the primary function (s) and products/services/customers supported by the unit.  Provide enough information so that someone unfamiliar with the organization can understand the structure—this will help the Rapid Prototype support contractors understand your business.  Identify the physical location of the units.

Section II:  Baseline Your Cost Management/ABC:  My opinion is we don’t need much in this section.  Briefly describe where you will be starting from in implementing CM/ABC—so it’s clear whether you’re starting from ground zero or somewhere beyond that.  

Section III:  Describe Full Implementation of Cost Management/ABC:  Describe the end state vision of CM/ABC for your business area.  This should be where you’re at after fully implementing CM/ABC.  Key things to include in this section:  

· Clearly define the objectives for implementing CM/ABC.  Describe how you propose to use the ABC data that is generated.  Possible uses could be to reduce cost, improve processes, support decision making, prepare for a commercial activity study, establish reimbursable costs, or determine product costs.  Identify this for each product, service, and/or customer (it may differ).

· Identify who will be the user of the data (e.g. Business Group Leader, branch chief, Depot Commander, shop foreman).  Who will use the data is one of the drivers in determining the level of detail in the ABC models.

· Describe how you plan to create a cost management culture in the business area.  This may include something like holding periodic reviews to analyze the data and determine what to do with it.

· Describe short and long term goals, objectives, and/or desired outcomes.  If applicable identify performance metrics to track progress toward meeting them.  Identify this for each product, service, and/or customer.

· Identify the specific products, services, and/or customers that you will collect ABC data for in your business area—once fully implemented.

Section IV:  Describe Plan to Get from Baseline to Full Implementation:   Key component of this section is a detailed milestone schedule that includes:

· When ABC models will be developed for each product, service, and/or customer identified in Section III.  These could be a series of Rapid Prototype efforts that, after the initial pilot, is lead by your own rapid prototype teams.

· Future training requirements for the 2 day and 5 day implementation training.  Identify projected dates and number of students for each class.  This will help to develop an overall Command CM/ABC training schedule to coordinate with CEAC.

· Any other significant milestones in the implementation process.

Other key areas of this section:

· Identify the roles and responsibilities of key players in the implementation process. 

·  Describe your plan to make CM/ABC a continuous process in your business area.

· Identify any plans for educating your workforce on why CM/ABC is being implemented in the business area.

The schedules should be as realistic as possible.  CG guidance is for each business area to have the process in place by the start of FY03.  This can be broadly interpreted so the objective should be to develop schedules we can meet.

Section V:  Special Considerations:  Identify any implementation limitations or constraints—but also provide how you propose to overcome them.  

