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Index

ABC/M analysis, attributes,

62–66

ABC/M cross, 7–8

ABC/M objectives, 14–19, 84

accuracy

ABC/M, 14, 31–32, 164

achieving, 25, 27–28, 31–32

activity driver, 60–61

activity

hierarchy, 66–68

definition, 4

dictionary, 70–72

activity costs

definition, 8

example, 72–81

activity drivers

ABC/M Cross, 7–8

definition, 4

dictionary, 70–72

equipment-related, 20–22

hierarchy, 124–128

identifying, 60–62

proxy, 61

surrogate, 61

weighted, 62, 72–78

activity-based budgeting (ABB)

goals, 33

master drivers, 124–129

example, 124–129

calculated drivers, 124–128

activity-based costing (ABC)

background, 1–7

definition, 1

design, 55–69

example, 72–81

guiding principles,

implementation, 55–59

pitfalls and lessons learned,

161–171

terminology, 2–4

activity-based management

(ABM)

definition and overview, 7–12

board, 90–97

pitfalls and lessons learned,

171–177

alignment, goal, 183

allocation

capital, 116–117

cost, 24, 29

funds transfer pricing, 115–116

assignment, cost, 14, 25, 27, 29,

52

attributes

channel, 65–66

cost of quality (COQ), 64–65

fixed and variable, 62–63

unused capacity, 66

valued-added and non-value-

added, 65

behavior, see organizational

change management (OCM)

baselines, using, 85

benchmarks

using, 85

internal, information

technology example, 139

195

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



E1BINDEX 12/17/2009 Page 196

benchmarks (continued)

external, information

technology example, 138

best practices

using, 86

help desk example, 141

billing systems, chargeback billing

systems and shared services,

27–40, 121–137

branch

owning versus servicing,

41–43

profitability, 41–44

re-domiciling, 43–44

budgeting, see activity-based

budgeting (ABB)

business case, development,

182

business process

decomposition, 4

improvement, 8, 109–110,

165–170, 182

improvement, consultant, 188

capacity

excess, 20–24, 35–39

idle, 20–22

practical, 20–22

unused, 20–22

capital, cost of, 116–117

careers, adjacent, 184–189

change, organizational see

organizational change

management (OCM)

chargeback, 27

charter, ABC/M project, 84

Cokins, Gary, 64–65

communications, management,

189

consumption, 45, 110–112

cost data

collecting, 117–119

financial data, 4, 117–119

operational data, 117–119

uses of, 14–15

cost objects

accuracy, 31

activity drivers and, 3–4

customers, 3–4, 7–11

definition, 4

hierarchy, 66–68

cost variance analysis, 47–50

costing, activity-based, see

activity-based costing (ABC)

costing methods

full absorption, 22–24

marginal, 19–22

reciprocal, 25–26

recursive, 26–27

waterfall, 24–25

costs, standard, 35–39

Crosby, Philip B., 64

customers

behaviors, 41–44, 110–112,

127

cliff charts, 9, 110–112

cost object, 2–4, 7–11

deciles, 10

profitability, 7–11, 108,

110–112

segmentation, 7–11, 180,

186–187

unrealized profits, 10,

110–112

data collection, see cost data

decision making

accountability, 107–108,

173–176

accuracy, 31

Deming, W. Edwards, 64,

143,165–166

depreciation

equipment, 20–22, 62–63

unused capacity, 20–22

design, level of detail, 68–69

196 I I N D E X

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



E1BINDEX 12/17/2009 Page 197

employees

staffing ABC, 100

staffing ABM, 83–85, 100–101,

173

execution, 95, 184

excess capacity, see capacity

expenses, traceback, 63

extract, transform and load (ETL)

tools, 17, 33, 69–70

financial analyst, 188

financial tracking, 98–99

Friedman, Milton, 52

funds transfer pricing (FTP),

115–116

general ledger accounting,

ABC/M compared, 5–6

idle capacity, 20–22

implementation

ABC, 55–81

ABM, 83–119

improvement programs, ABC/M

information, use of, 170–171

information technology (IT)

benchmarks, 138–139

cost assignment network,

129–137

shared services and, 121–142

Juran, Joseph M., 64, 165

Kotter, John, 87–88

Kubler-Ross, Elisabeth, 144–145

leading practices

help desk example, 141

using, 86

management, activity-based, see

activity-based management

(ABM)

management

support, 90–91

ABM board, 90–97

marginal costing, 20–22

online analytical processing

(OLAP), 70, 79–81

operational control and

accountability, 47–52,

107–108, 173–176

organization structure

ABC team, 100

ABM team, 83–85,

100–102

ABM board, 90–97

organizational change

management (OCM)

analysis, stakeholder

assessment, 149–151

analysis, force field,

151–152

burning platform, 145–146

change agent, 153–160

change agent, attributes,

154–156

change agent, deliverables,

156–160

change agent, deliverables,

change plan, 157

change agent, deliverables,

communications plan,

158–160, 183

change agent, deliverables, gap

analysis, 156–157

change agent, deliverables,

organizational readiness

assessment, 157

leading change, 87–88

reactions to change,

144–145

readiness, 145–147

resistance, 147–149

resistance, overcoming 149
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performance management, 15

performance measurement

ABC/M data, use of, 15

organizational model and

ABC/M Cross, 7–8

scorecards, 103–104

practical capacity, 20–22

predictive costing

budgeting, 124–129

channels, 112–114

prices

cost-plus pricing, 52–53

incentive and disincentive,

46–47

management, 187

market pricing, 52–53

processes, definition, 4

productivity, see unused capacity

management

products

cost objects, 1–2, 4

management of, 185–186

profit

segmentation, 8–11, 110–112

cliff chart, 8–11, 110–112

profitability

customers, 8–11, 15–16, 27–28,

110–112, 180

products, 8–11, 15–16, 27–28,

180

channels, 65, 112–113

branches, 41–44

program management,

187–188

progressive Insurance, 111–112

project accounting, 131–132

project portfolio management

(PPM)

ABM use, 101–106, 181–182

tools, two-by-two matrix, 102

tools, pair-wise ranking, 103

tools, balanced scorecard

ranking, 103–104

tools, portfolio ranking tool,

105–106

project management

delivery process, 89–90,

180–181

prioritization, 86, 181–182

quality

cost of quality (COQ), 64–65

total quality management

(TQM), 8, 64

rates

actual, 35

chargeback, 34

expected, 39–40

incentive and disincentive,

46–47

standard, 35–39

red bead experiment, 166

reporting

management, 27–33

online analytical processing

(OLAP), 70, 79–81

residuals

determination, 49–50

overcorrection, 50–52

timing, 50–52

resources

cost pools, 4

definition, 2–4

drivers, 4

hierarchy, 66–68

revenues, 107

Royal Bank of Canada, 9

scope of ABC/M system,

15–17, 84

scorecard, balanced, 103–104

shared services

chargeback billing systems,

27

costing, 121–142
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information technology model,

129–137

driving costs, 24–27

shareholder value, 6–7, 91,

174–176

six sigma

background 13–14, 64–65, 170

DMAIC, 14

SIPOC, 13

software

ABC modeling, 69

Ab Initio, 69–70

Cognos, 70

extract, transform and load

(ETL), 69

Hyperion, 70

Informatica, 69–70

metadata management, 70

Metify, 69

Microsoft, 70

OLAP, 70

Razza, 70

reporting, 70

SAS ABM, 69

stakeholders

action plan, 152–153

assessment, 149–151

tasks, 4

time studies, 60–61

traditional costing methods,

versus ABC, 5–7

transparency, reporting, 31, 164

total quality management (TQM),

8, 14, 64

unit costs, 34–40

unused capacity

assigning, 35–39

budgeting, 35–39

modeling attribute, 66

value, driving, 6–7, 107–113,

174–176
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