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Activity Based Costing (ABC)
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ABC as a Management Tool

Since October 1, 2003 (fiscal year 2004), financial and program performance data have been collected in a way that directly supports DOI’s strategic objectives.  Rather than focusing on costs by object class, such as salaries, travel, or equipment; cost data are captured for USGS work activities, such as “conduct research,” “manage and distribute data,” and “support human resources activities.”  USGS continues to verify and validate data, improve understanding and process application, standardize ABC, Strategic Plan, and PART outputs so that the building blocks of the Strategic Plan can be costed, relationships understood, management information leveraged, and the efficiency with which we produce results improved.

USGS Implementation of ABC 


· WHO: USGS project chiefs, program managers, budget, finance and administrative staffs were and continue to be involved in the implementation and progression of the ABC methodology and the requirement to measure and cost performance.  
· WHAT: ABC captures the full cost of accomplishing our goals by capturing labor and non-labor costs, and distributing indirect costs, such as cost that sustains our organization, on the basis of total cost.

· USGS aligned budget line items with revised goals  (2009 President’s Budget) and distributed indirect cost to represent full cost of goal
· USGS standardized work activities and outputs across mission goals
· HOW: Interior's ABC implementation began when the USGS had just completed a Strategic Change process, the result of which included development and deployment of an enterprise project planning system, BASIS+ (Budget and Science Information System) which interfaced with the FFS (Federal Financial System). USGS modified BASIS+ to support ABC. ABC reports existing information from BASIS+, Quicktime online time and attendance system, and FFS. 
· WHEN: USGS updates ABC data daily and posts quarterly and year end results on internet for management purposes.
· WHAT NEXT: Costing performance measures
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ACTIVITY BASED OUTPUT COSTING:


Conduct Assessment	$$$


Conduct Research		$$$


Collect Data		$$$


Manage and Distributed Data	$$$


Provide Technical Assistant	$$$


Plan/Evaluate Programs	$$$





			===


		TOTAL	$$$








TRADITIONAL INPUT COSTING:


Labor Cost		$$$


Rent Comm & Util		$$$


Contract Services		$$$


Equipment		$$$


Travel			$$$


Printing			$$$


Supplies and Materials	$$$


			===


		TOTAL     $$$





Performance Improvement Initiative/�Budget and Performance Integration





ABC is a cost management tool that was implemented enterprise wide by the Department of the Interior (DOI) to provide information about the cost of doing work and how activities align with strategic objectives:





Realigned ABC to the revised Strategic Plan and normalized prior year cost and performance data.


Report full cost of achieving performance goals, and cite marginal cost and incremental performance in program initiative funding requests, budget, and performance documents.  


Post 300 different views of ABC data quarterly (reduced from 550 in previous strategic plan) on the internet for managers’ use.


Help managers review cost by goal, work activity, discipline, program, region, and Bureau to determine whether the program objectives are being appropriately addressed and to manage program direction.





Activity Based Costing Information Online


�http://www.usgs.gov/budget/perf_management.asp





Use of Cost and Performance Information





The Volcanoes Program is implementing a unified and integrated strategy for monitoring the Nation's volcanoes described in the NVEWS report (National Volcano Early Warning System).  The reconfiguration in 2006 of project proposals at the task level on the basis of ABC codes will provide both the uniformity in financial reporting and the ability to focus resources necessary to accomplish this broad change in program direction.  The Program will track identical classes of expenditures across all observatories and use the information to identify potential savings and improvements in efficiency, and these observations will allow the program to refine financial planning for the NVEWS. 
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Protecting and Managing Resources


Actual Cost ($000) of Performance








Contact





Barbara Newman


ABC Coordinator


Office of Budget and Performance


703-648-4625	Fax: 703-648-5068


bjnewman@usgs.gov





Comments and questions may be addressed to the ABC dropbox:  abc@usgs.gov   





land or resource management decions making.





EOM: #90 %of targeted science products used by partners for 
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Total Expenditures ($1,503,579,945)
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FY 2008 USGS by WORK ACTIVITY
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Total Expenditures ($1,524,769,178)
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