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Key Factors in Developing 
ABC/M 

• Management Support
• Staffing
• Decisions on Model
• Decisions on Drivers & Activity 

Definitions
• Data Collection Methodology
• Software
• Process will Force Change/Require 

Refinements
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Traditional Costing
(How we operate now)

Traditional product costing simplistically allocates costs.

Allocation:
• Costs are applied 

to products based 
on assumed 
linkages or 
convenient 
alternatives such 
as direct labor 
hours

COSTS

Consumed by:

PRODUCTS

Source:  Adapted from The ABC Manager’s Primer
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Activity Based Cost 
Management

ABC traces costs based on cause and effect.

COSTS

Consumed by:

ACTIVITIES

Consumed by:

PRODUCTS

Resource Drivers:
• Identifies how the activity 

consumes the resource
(i.e. # of labor hours)

Activity Drivers:
• Identifies how the cost object 

(product) consumes the activity
(i.e. # of respondents/witnesses)

Source:  Adapted from The ABC Manager’s Primer
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Current Cost Snapshot
FROM:  GENERAL LEDGER

CHART-OF-ACCOUNTS VIEW
Immediate Office 25,000$        
ASIM 325,000        
Audits 1,000,000     
Investigations 1,000,000     
General Counsel 50,000          
Total 2,400,000$   

Salaries 24,000,000$    
Equipment 6,000,000        
Travel Expense 2,400,000        
Supplies 1,600,000        
Use and occupancy 1,200,000        
Total 35,200,000$    

What is spent

Where resources are spent

Headquarters ?
Eastern Region ?
Central Region ?
Western Region ?
Total 1,000,000$   

Source:  Adapted from The ABC Manager’s Primer
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Consider the Possibility...
FROM:  GENERAL LEDGER TO:  ABC/M DATABASE

CHART-OF-ACCOUNTS VIEW ACTIVITY-BASED VIEW

Process Allegations 315,000$      
Conduct Interviews 650,000        
Document Reviews 750,000        
Subpoena Prep & 
Service 670,000        
Conduct Surveillance 1,000,000     
Warrant Prep & 
Execution 830,000        
Make Arrests 450,000        
Proceeding Prep & 
Attendance 430,000        
Report Writing 1,580,000     
Hotline Ops 325,000        
Physcial Fitness 1,000,000     
Total 8,000,000$   

Investigations

Salaries 6,000,000$   
Equipment 250,000        
Travel Expense 1,000,000     
Supplies 250,000        
Use and occupancy 500,000        
Total 8,000,000$   

Investigations

What is spent

How resources are spent



Government ABC/M Overview

Performance 
Metrics

Financial Data

Operational Data

Activity Based Cost
Management System

Relational 
Databases

Cost Reporting
Compliance

Activity Based 
Budgets

Operational
Mgmt. Data

Resource
Allocations

Accurate
Service Pricing

Source: Adapted from ABC Technologies (SAS Performance Mgmt.) 
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Forces of Change
Threat of loss 

of position 
power

Forces Resisting Change

Differing 
Perceptions 

of the 
Importance

Bureaucratic 
Inertia

Limited 
Resources

Desired State

Current State

Competition/A-76

Funding 
Pressure

Inevitability

GPRA

Forces Supporting Change Source:  Adapted from Prentice-Hall
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Implementing ABC/M
• Keep in mind

– There is more than one way to
• Define cost objects
• Develop and define activities
• Implement and deploy ABC

• Clearly articulate 
– The purpose for ABC/M
– How ABC/M fits in with the 

mission/strategy
– What you want to measure & why
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ABC Dictionary
General Activities

Examples
• Provide Senior 

Management
• Provide Supervision
• Administration
• Provide Clerical Support
• Attend/Conduct Training
• Respond to FOIA Request
• Travel Time
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ABC Dictionary
Investigations

Examples

• Conduct Interviews
• Document Reviews
• Subpoena Preparation & 

Service
• Preparation & Execution 

of Search Warrants
• Report Writing
• Attend Firearms Training

Audits, Evaluations, & 
Assessments

Examples

• Conduct Interviews
• Create Workpapers
• Story Conferencing
• Prepare/Edit Draft 

Report
• Reference Report
• Prepare/Issue Final 

Report
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ABC/M Status
• Operational – data collected on a pay 

period basis 
• Data driving management decisions in 

some areas
• Some changes needed
• Metify runs will assist in more in-depth 

product cost analysis
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Dashboard
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Unit Cost per Audit 
and Investigation
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Unit Cost Trends per 
Audit
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$ and Unit Cost per 
Investigation
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Activity Costs by Major 
Cost Center
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Top 10 Activity Costs
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Some Observations on 
Data/Use

• Time & travel charged to closed or non-
existent audits/investigations

• Tracking resources used on top priorities
• Misunderstanding on some definitions
• Assessment of decisions and software
• Strategy for end-of-year evaluation
• Ability to use data for strategic planning and 

budgeting


	Activity Based Cost/Management
	Key Factors in Developing ABC/M
	Traditional Costing(How we operate now)
	Activity Based Cost Management
	Current Cost Snapshot
	Consider the Possibility...
	Government ABC/M Overview
	Forces of Change
	Implementing ABC/M
	ABC Dictionary
	ABC Dictionary
	ABC/M Status
	Dashboard
	Unit Cost per Audit and Investigation
	Unit Cost Trends per Audit
	$ and Unit Cost per Investigation
	Activity Costs by Major Cost Center
	Top 10 Activity Costs
	Some Observations on Data/Use

