ABC/M and Its Role in the FWS Strategic Planning Process

In today’s fast-paced business environment, one hears the many management buzzwords that promise to improve quality, reduce cost, streamline, and integrate. Cost savings, process improvement, and quality assurance are common objectives that many organizations seek. The sound application of the right management techniques, in the right combination, by the right people can result in fulfilling those objectives. 

The Fish and Wildlife Service has a strategic vision to improve the overall organization. These following management methods are highly complimentary and achieve the collective purpose of improving the organization:

· Activity Based Costing/Management (ABC/M) 

· Balanced Scorecard 

Together, these programs constitute elements of an overall integrated performance management framework.

Activity Based Costing/Management

Activity Based Costing (ABC), like traditional cost accounting, is a cost allocation methodology. That is, the costs incurred by an organization are allocated to its products or services. However, unlike traditional cost accounting methods, ABC operates on the premise that activities cause costs through the consumption of resources, and the demand for products causes activities to be performed. By assigning costs in this manner, ABC provides managers with the ability to determine the costs of individual activities and processes.  This allows for the opportunity to increase their understanding of business processes and identify areas of inefficiency.  By understanding the cost and performance of activities within their organization, leaders and managers will develop valuable insight into how their organization truly operates.  Therefore, ABC allows managers to sharpen their focus on the continuous improvement of business processes and product or service outputs.

Balanced Scorecard

The Balanced Scorecard provides a framework for translating an organization's vision into a set of performance indicators. These indicators are dispersed over four management perspectives: Financial, Customer, Internal Business Processes, and Learning and Growth. Indicators are used to monitor an organization's progress toward achieving its goals and objectives. Using the Balanced Scorecard, an organization tracks its current performance in terms of financial fitness, customer satisfaction, and business process results, in addition to its efforts to learn and improve by reengineering processes, and motivating and developing its workforce.

Putting the Pieces Together

Both of the management methods described fits into an overall performance improvement framework, which when fully achieved will become the FWS approach to conducting business.   Individually, each element can improve some component of performance within an organization, using a slightly different focus and approach. The strategic combination of these efforts is what can create the greatest impact for FWS.  

Beginning with the strategic planning and management phase, leadership must articulate its mission and vision for the future.  This may include both long and short-term goals and objectives.  The strategic vision is what will guide the execution of the management plan throughout the fiscal year.  It will also dictate how different management initiatives will fit into the overall integrated framework for performance improvement and cost management, and will posture the organization for realization of its strategic vision.    

The strategic plan drives the forecasting, planning and budgeting phase, wherein FWS develops its business initiatives, prepares budgets and sets targets for performance.  Leadership also decides what performance improvement efforts it will undertake throughout the fiscal year and allocates appropriate funding.  

During the year, FWS divisions execute their budgets, and measure against targets, making adjustments as needed.  Activity-Based Costing provides managers with information that enables managers to make informed decisions regarding resource consumption by providing transparency into the costs of individual activities. ABC aids managers in identifying inefficient processes and unneeded activities. 

Finally, plans and actions are evaluated (governance and accountability).  The Balanced Scorecard acts as a dashboard that monitors the overall status of organizational health in terms of financial performance, customer satisfaction, internal business processes, and organizational learning and growth. This scorecard provides management with a view of the current state of performance in an overall management framework.  

As the puzzle forms a picture, we see that the synergy of the whole is greater than the sum of the individual initiatives. Strategic planning followed by accurate forecasting, planning and budget exercises set the stage for the fiscal year.  Operational cost and performance management techniques like ABC/M help the organization perform to its highest potential.  In terms of accountability, Balanced Scorecard reports on the organization’s performance results in terms of customer satisfaction, internal process improvement, internal learning and growth, and overall financial health.  After evaluating performance, FWS can then realign its programs and initiatives in the next round of strategic planning, as the integrated performance management cycle continues.  As FWS learns to fully implement this system of cost and performance integration, they will have a reliable tool with which to continuously improve the organization and realize its strategic vision.    










