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The current economic climate has banks looking to dramatically 
reduce their spending levels and focus on core, essential services.  
As such, the need for banks to improve their understanding of cost 
!"#$%&'()!*+,+)-$#-"!.+/0$1!0$"232&$*22"$4&2!)2&5$$61+,2$72$.+41)$
have expected to see a dramatic reduction in the interest levels for 
/'0)$ !"#$ %&'()!*+,+)-$ +"+)+!)+320$ !0$ !$ &208,)$ '9$ 0%2"#+"4$ 9&22:20;$
'&4!"+:!)+'"0$!&2$/'")+"8+"4$)'$+"320)$+"$)1202$/!%!*+,+)+20;$!,)1'841$
+"$98"#!.2")!,,-$#+992&2")$7!-05$$<!02#$'"$'8&$2=%2&+2"/20$7+)1$!$
number of leading banks, this paper sets out a number of principles 
)1!)$ !&2$ *2+"4$ 9',,'72#$ *-$ )1202$ *!">0$ !0$ )12-$ 022>$ )'$ +.%&'32$
)12+&$'7"$?2)8&"$'"$@"320).2")$9&'.$/'0)+"4$!"#$%&'()!*+,+)-5$$A12$
%&+"/+%,20$72$1!32$+#2")+(2#$!&2$)&!"09'&.+"4$)12$7!-$72$7'&>$7+)1$
banks to strengthen the value provided by Finance.

Overall Objective: Building your ROI from Costing

B8//20098,$ /'0)+"4$ %&'9200+'"!,0$ !%%&'!/1$ /'0)$ !"#$ %&'()!*+,+)-$
+"+)+!)+320$7+)1$!$>22"$2-2$)'$)12$)&!#2'990$*2)722"$299'&)$!"#$3!,82$
9&'.$)12+&$7'&>5$$A12&2$!&2$.!"-$%'+")0$+"$)12$23',8)+'"$'9$!$%&'4&!.$
712&2$)12$.!&4+"!,$3!,82$/&2!)2#$+0$,200$)1!"$)12$+"/&2.2")!,$/'0)$
of staff efforts or systems consumed in its production.  Finding the 
C0722)$0%')D$'"$)12$E!&4+"!,$F!,82$G8&32$HI+48&2$JK$&2L8+&20$.'&2$
art than science, and comes at many different points:
! the level of activity detail
! the level of resource detail
! the precision of time measurement
! the level of cost differentiation by product or customer attribute, etc.



Principle 1:  Cost Study 

Triage

The days of the multi-year, 
multi-phased approach 
to building profitability 
information systems have 
%!002#5$ $ <-$ )12$ )+.2$ )1!)$
m a n a g e m e n t  d e c i d e s 
to invest in profitability 
information, the need for 
actionable information is 
+..2#+!)25$ $ M'7$ /!"$ !$
streamlined team deliver 
value in the most effective 

7!-N$$A12$(&0)$%&+"/+%,2$#+&2/)0$80$)'$9'/80$299'&)0$+"$!$%&+'&+)+:2#$
9!01+'"5$ $A12$%&+'&+)+20$7+,,$#+992&$!.'"40)$*!">05$ $A1'02$7+)1$!"$
immediate need to reduce costs may focus on large, actionable cost 
+)2.0$O$ '9)2"$ +"$ '%2&!)+'"!,$ !&2!05$ $P)12&0$7+)1$ !$ 0)&'"4$"22#$ )'$
'%)+.+:2$)12+&$&2)8&"$'"$/!%+)!,$.!-$9'/80$'"$%&'()!*,2$%&+/+"4$'&$
)!&42)+"4$.!&>2)$024.2")05$$@"$42"2&!,;$)12&2$!&2$!$"8.*2&$'9$/&+)2&+!$
to support this selection:
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!"#$%&'(#)*++,()$()-+'./+�01//'+0!#'�+#)+'./+23"-()34+534%/+6%"7/+8,(-%"/+9:+"/;%("/0+<#"/+3"'+'.3)+

�

!"#$%&'(')'*+%#",+-'.+-$&'/$%0& 

Value 

Effort 

Optimum? 

Q
B+:2$ #'20$.!))2&5$ $ I'/80+"4$ '"$ !&2!0$7+)1$ ,!&42$ 0)!99$ 4&'8%0$
provides the best opportunity to yield substantial improvements 
+"$/'0)5$$R+,')$!&2!0$802#$)'$+"+)+!)2$"27$%&'4&!.0;$71+/1$9'&.2&,-$
72&2$+#2")+(2#$9'&$*2+"4$0.!,,$!"#$+0',!)2#;$!&2$+"/&2!0+"4,-$*2+"4$
9'/802#$'"$,!&42;$/'.%,2=$!&2!0$!0$(&.0$)!&42)$+..2#+!)2$&2)8&"0$
on their costing investments.

B/!,!*+,+)-$!"#$F!&+!*+,+)-$O$0+.%,-$%8);$*!">0$"22#$)'$%8)$)12+&$9'/80$
'"$+)2.0$7+)1$1+41,-$3!&+!*,2$H'&$0)2%S3!&+!*,2K$/'0)$98"/)+'"0;$!0$
the timeline to change infrastructure is too long and complicated.  
<-$9'/80+"4$'"$/'0)0$71+/1$/!"$*2$+.%!/)2#$+"$)12$01'&)S)2&.;$)12$
+"+)+!,$-+2,#$9&'.$/'0)+"4$/!"$*2$+.%!/)98,$O$)180$98"#+"4$7'&>$+"$
other areas.

Q
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?2,!)2#$ @)2.0$O$.!"-$!/)+3+)+20$ !&2$ &2,!)2#$ )'$ 0+.+,!&$ /'0)$#&+32&05$$
62$1!32$*22"$7'&>+"4$)'$+"/&2!0+"4,-$&2,!)2$#2)!+,2#$!/)+3+)-$/'0)0$)'$
08..!&-$#&+32&0$'9$%&'()!*+,+)-$O$9'&$2=!.%,2;$!,+4"+"4$#2)!+,2#$/'0)0$
7+)1$1+41S,232,$.2)&+/0$08/1$!0$)&!#205$$<-$9'/80+"4$'"$)12$/'.%'"2")0$
'9$G'0)$%2&$A&!#2;$72$/!"$/&2!)2$!$*2))2&$8"#2&0)!"#+"4$'9$)12$9!/)'&0$
that cause variability in this important metric – such as exception 
processing – and create actions to target these costs in a measurable 
7!-5$$<-$4&'8%+"4$/'0)0$)'42)12&;$*!">0$/!"$!/1+232$4&2!)2&$9'/80$!"#$
create more impactful cost information.

T232,$'9$U2)!+,$O$!$/'"0)!")$'%)+.+:!)+'"$L820)5$ $ @"$'8&$2=%2&+2"/2;$
'%2&!)+'"!,$)2!.0$'9)2"$%8&082$0+4"+(/!")$%&2/+0+'"$+"$.2!08&+"4$!/)+3+)-$
/'0)0;$712"$+"$.!"-$/!020$#!)!$3',8.20$)'$08%%'&)$)1+0$!"!,-0+0$!&2$
not readily available or the level of accuracy of detailed time measures 
&2L8+&20$.8,)+%,2$!008.%)+'"05$$V0$!$&8,2$'9$)18.*;$9'/80+"4$'"$)12$8"+)$
/'0)$C)'$)12$,29)$'9$)12$#2/+.!,D$%&'3+#20$!$4''#$%2&0%2/)+32$!0$+)$&2,!)20$
to the decisions that need to be made.  

A&+!42$/!"$!,0'$022>$)'$/'.*+"2$2=%2"02$,+"2$+)2.05$$6+)1$0)!99$!"#$
related costs often comprising 60% or more of a bank’s cost structure 
H!"#$+"$.!"-$/!020;$'32&$WXYK;$%&'3+#+"4$08*0)!")+32$#2)!+,$'9$"'"S
0)!99$/'0)0$%&'#8/20$"24!)+32$&2)8&"05$$62$!/)+32,-$2"/'8&!42$*!">0$)'$
!44&24!)2$"'"S+")2&20)$2=%2"02$,+"20$!0$.8/1$!0$%'00+*,2$O$9&2L82"),-$)'$
,200$)1!"$JX$,+"20$%2&$/'0)$/2")2&$H!,)1'841$)1+0$/!"$Z2=$+"$/2")2&0$7+)1$
0%2/+(/;$,!&42$Z'7S)1&'841$/'0)0$'&$)2/1"','4-$+)2.05K

Q

Q
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Principle 2:  Capacity before Costing

612"$)12$*8,>$'9$!"$'&4!"+:!)+'"[0$/'0)0$!&2$0)!99$'&$0)!99S&2,!)2#$O$
including the provision of space and technology to enable the staff, 
!"#$)12$/'0)$'9$08%2&3+0'&-$0)!99$O$1'7$/!"$72$*20)$.!"!42$)1202$
/'0)0N$$A&!#+)+'"!,,-;$0)!99$+.%&'32.2")0$1!32$/'.2$)1&'841$!$9'/80$
'"$ +.%&'3+"4$%&'#8/)+3+)-$ !"#$ 29(/+2"/-;$ )1&'841$ +.%&'32#$8020$
'9$)2/1"','4-$!"#$'%2&!)+'"!,$%&'/200$+.%&'32.2")5$$<8)$9'&$.'0)$
'&4!"+:!)+'"0;$ !##+"4$ '&$ 08*)&!/)+"4$ 0)!99$ +0$ "')$ 0'.2)1+"4$ )'$ *2$
)'-2#$7+)1$,+41),-5$$M+&+"4$!"#$)&!+"+"4$0)!99$)'$)12$%'+")$'9$&2L8+&2#$
%&'(/+2"/-$+0$/'0),-$!"#$)+.2S/'"08.+"45$$$?2.'3+"4$0)!99$/!"$/&2!)2$
0)&!+"$'"$/&+)+/!,$%2&9'&.!"/2$#&+32&0$08/1$!0$G80)'.2&$B!)+09!/)+'"$
!"#$\.%,'-22$\"4!42.2");$!"#$'9)2"$1!0$!$,!44+"4$("!"/+!,$2992/)$
O$20%2/+!,,-$712"$!84.2")2#$*-$/!08!,$'&$/'")&!/)$0)!995

6+)1$)1+0$*!/>#&'%;$.!"-$'&4!"+:!)+'"0$1!32$)8&"2#$)'$.2!08&2$!"#$
manage staff capacity, most recently through the use of Time-Driven 
)2/1"+L820$H022$.'&2$#2)!+,$*2,'7K5$$6+)1$!"$+.%&'32#$8"#2&0)!"#+"4$
'9$)12$&2,!)+'"01+%$*2)722"$>2-$*80+"200$#&+32&0$!"#$)12$'%2&!)+'"!,$
0)!99$&2L8+&2#;$*!">0$/!"$%,!"$)12+&$0)!9("4$"22#0$*2))2&;$!"#$/&2!)2$
%&'%2&$0)&8/)8&20$ )'$'%)+.+:2$0)!99$ ,232,0;$!0$72,,$!0$ )'$/&'00S)&!+"$
and lend resources.  For example, if Trade volumes are expected to 
&+02;$!"#$"27$%&'4&!.0$!&2$2=%2/)2#$)'$&2#8/2$)12$&!)2$'9$2=/2%)+'"$
%&'/200+"4;$ )12$ '&4!"+:!)+'"$ /!"$ *2))2&$ %&2#+/)$ )12$ ,232,0$ '9$ 0)!99$
needed much further in advance.

61!)$+0$%2&1!%0$"2720)$!*'8)$)1+0$)-%2$'9$)1'841)$+0$)1!)$*-$*8+,#+"4$
0)&'"4$.2!08&20$'9$G!%!/+)-$8)+,+:!)+'"$!"#$+)0$#&+32&0;$)12$'&+2")!)+'"$
of a bank’s cost model can shift dramatically.J$$6+)1$)12$+"/,80+'"$
'9$!$927$)2/1"','4-$.2!08&20$O$/'&2$)&!"0!/)+'"$%&'/200+"4$08%%'&);$
application development, end-user computing, and third-party 
%&'/200+"4$/'0)0$O$*2)722"$WXS]XY$'9$.'0)$*!">0[$3!&+!*,2$/'0)0$/!"$
*2$2992/)+32,-$.'#2,2#5$$I'/80+"4$'"$G!%!/+)-$+0$)12$/&+)+/!,$2,2.2")$
'9$)&+!42$O$+.%&'3+"4$!$*!">[0$C<!"4$9'&$)12$<8/>D5

1 Staff and related costs generally represent at least 50 -70% of a bank’s variable cost structure.
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B'.2$*!">0$!&2$"'7$9'/80+"4$)12+&$2")+&2$299'&)0$!"#$ on capacity 
analysis, and then using the relative consumption of time as the basis 
9'&$/'0)$!,,'/!)+'";$7+)1$')12&$0+.%,+(2#$.2!08&20$802#$9'&$)12$!,,'/!-
tion of non-staff costs at a higher level.  This approach dramatically 
improves the value leverage of cost information.

Principle 3:  Avoiding low-value data - Use Factors instead of Proxies

U+&2/)+'"!,,-S/'&&2/)$+"9'&.!)+'"$%&'3+#2#$)'#!-$+0$7'&)1$0+4"+(/!"),-$
more than accurate information produced six months hence.  Greater 
/'.%8)+"4$%'72&;$)12$+"/&2!0+"4$#+992&2")+!)+'"$!"#$12)2&'42"2+)-$'9$
*80+"200$%&'/20020;$!"#$)12$#20+&2$9'&$'%2&!)+'"!,$.!"!42&0$)'$C072!)$
)12$#2)!+,0D$/!"$'9)2"$#&!4$/'0)+"4$%&!/)+)+'"2&0$+")'$2=/200+32$,232,0$
'9$%&2/+0+'"5$$G'0)+"4$%&'9200+'"!,0$!,7!-0$"22#$)'$!0>$+9$)12$+.%&'32#$
+"9'&.!)+'"!,$%&2/+0+'"$7'8,#$+.%&'32$)12$L8!,+)-$'9$)12$#2/+0+'"0$
that the information is designed to support.  The effort is not only in 
the initial cost development phase; the ongoing effort for collecting 
#2)!+,2#$#!)!$)'$08%%'&)$)1+0$%&2/+0+'"$/!"$*2$0+4"+(/!")5

612"$%&2/+0+'"$ '&$ #+992&2")+!)+'"$ +0$ &2L8+&2#$ O$ *2/!802$ )12$ *!">$
7!")0$ )'$802$ H"')$ ^80)$ 022K$#+992&2")+!)2#$/'0)0$ )'$#&+32$%&+/+"4$'&$
024.2")!)+'"$ S$1'7$/!"$72$/&2!)2$ )1!)$%&2/+0+'"$7+)1'8)$/&2!)+"4$
!"$ '"4'+"4$.!+")2"!"/2$ "+41).!&2;$ '&$7+)1'8)$ *8&#2"+"4$ )12$
'&4!"+:!)+'"$7+)1$ )12$ "22#$ 9'&$ "27$#&+32&0$ )'$ *2$ 2=)&!/)2#$ 9&'.$
'%2&!)+'"!,$0-0)2.0N$$P"2$)2/1"+L82$72$1!32$*22"$80+"4$.'0)$&2/2"),-$
+0$)'$C9!/)'&D$#2)!+,2#$)!0>0$!4!+"0)$!$1+412&$,232,$#&+32&$H022$I+48&2$_K5$$
<-$.'"+)'&+"4$!"#$!#^80)+"4$)12$9!/)'&0$%2&+'#+/!,,-;$!"#$)72!>+"4$
)12$9!/)'&0$*!02#$'"$*21!3+'&!,$/'0)$#+992&2")+!)+'";$72$/!"$/&2!)2$!$
.8/1$.'&2$Z2=+*,2$!"#$&20%'"0+32$.'#2,5$$
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Principle 4: Time Driven Costing - Shift from Unit Cost to Unit Time

!"#$%&%'(#))*+,-#(./,0#12,#33"'#402$,4'/&%(5,%(,#,&6'7/&#52,3"'42//8,,
First+,$2&2"9%(2,#,/2&,':,;(%<;2,#4&%1%&*,;(%&,4'/&,"#&2/,=,/'92&%92/,
differentiated based on customer behavior;  Second, apply those rates 
&',#4&%1%&*,1');92/,&',$2&2"9%(2,4'/&/,-*,3"'$;4&,'",4;/&'92">,,?0%)2,
this is a simple approach, the maintenance of large cost rate tables 
4'(/;92/,/;-/&#(&%#),2::'"&>, ,@'",2A#93)2+, "#&2/,9;/&,-2,#$B;/&2$,
602(,4'/&/,40#(52,%(,#,-"#(40+,'",602(,&02,9%A,':,-;/%(2//,/0%:&/>,,
C(,9'/&, 4'93)2A,-#(./+, .223%(5, 4'/&, "#&2/, 4;""2(&, %/, #(,'(5'%(5,
&#/.>,,?2,0#12,/22(,-#(./,6%&0,9#(*,&2(/,':,&0';/#($/,':,"#&2/,-2%(5,
maintained.

D;40, 0#/, -22(,6"%&&2(, 3"21%';/)*, '(, &02, &'3%4, ':,!%927E"%12(,
F'/&%(5i+, #($, 62, 0#12, -22(, 3)2#/2$, &', /22, &02,9'1292(&, &',
increasingly leverage these concepts in bank costing models.  The 
&0"22,4'"2,40#(52/,&0#&,62,0#12,-22(,3"'9'&%(5,#"28

G,,@'4;/%(5,92#/;"292(&,#"';($,;(%&,&%92,/&#($#"$/,H2>5>+,&02,(;9-2"
, ':,9%(;&2/,&',3"'42//,#,5%12(,&"#(/#4&%'(,6%&0,/324%I2$,4'/&,'-B24&
, #&&"%-;&2/J>,,K/,#(,2A#93)2+,$%::2"2(&,&%92,/&#($#"$/,:'",#,32"/'(#)
 checking account deposit at the teller vs. a commercial checking
, #44';(&,$23'/%&>,,!02/2,;(%&,&%92/,4#(,-2,/&#($#"$%L2$,#4"'//,&02
 entire bank using comparable platforms, and need only be refreshed
, 602(,3"'42//2/,40#(52>

G, M(%&,4'/&,"#&2/,#"2,4'93;&2$,dynamically, excluding unused
 capacity.  This is an automated approach vs. the manual updates 
, ':,"#&2/,"2<;%"2$,%(,#,&"#$%&%'(#),#33"'#40>,,!02/2,$*(#9%4,"#&2/
 can be differentiated by branch if needed, to represent the different
, 4'/&,/&";4&;"2/,#//'4%#&2$,6%&0,#)&2"(#&2,-"#(402/>,,K/,#,-*73"'$;4&+,
 of course, this provides information on the cost of used and unused
 capacity.
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G, C(4"2#/%(5,4'93;&2",3'62",0#/,#))'62$,4'/&,#($,3"'I&#-%)%&*
, %(:'"9#&%'(,&',-2,4'93;&2$,#&,)'62",4'/&,'-B24&,)212)/,&0#(,-2:'"2
, =,92#/;"%(5,;(%<;2,&"#(/#4&%'(,4'/&/,-*,/324%I4,%(/&";92(&/>,,!0%/
 provides the ability to roll-up,3"'I&#-%)%&*,%(:'"9#&%'(,&',#44';(&/+,
, 3"'$;4&/+,4;/&'92"/,#($,0';/20')$/,%(,/%93)2,6#*/+,4'93#"2$,&'
 the traditional top-down,#))'4#&%'(,#33"'#40+,'",&02,0%/&'"%4#),N&"%#$O,
, 9'$2),60%40,/23#"#&2/,';&,'"5#(%L#&%'(#)+,3"'$;4&,#($,4;/&'92",
 information in different models and tools.
  
P12", &02, 3#/&, :26,*2#"/+,9;40, ':, &02, $212)'392(&, #($, 3"#4&%42,
%(,&0%/,#"2#,0#/,-22(,/;33'"&2$,-*,#,/%(5)2,KQF,/':&6#"2,12($'">,,
?%&0,#,5"'6%(5,#4423&#(42,':,&02/2,#33"'#402/,-*,-#(./,H#($,'&02",
4'93#(%2/J+,/'92,'&02",/':&6#"2,12($'"/,0#12,-22(,#-)2,&',2::24&%12)*,
%(4'"3'"#&2,&0%/,#33"'#40,%(,&02%",'6(,3#4.#52/+,#)&0';50,%(,$%::2"2(&,
6#*/>, ,?2,#"2,2A4%&2$,&',/22,&0%/,(26,#33"'#40,-2%(5,9#$2,9'"2,
6%$2)*,#1#%)#-)2+,60%40,0#/,5"2#&,3'62",&',)'62",&02,4'/&,':,KQF,
implementation and maintenance for adopting banks.

Principle 5:  Use ABC as a Sustainable Cost Reduction Laser

?02(,-#(./,2(5#52,%(,4'/&,"2$;4&%'(,3"'5"#9/+,#,I"/&,"2#4&%'(,%/,':&2(,
&',%(&"'$;42,#4"'//7&027-'#"$,4'/&,4;&/>,,D;40,0#/,-22(,6"%&&2(,#-';&,
&02,;(:#%"(2//,':,&0%/,#33"'#40+,60%40,:#%)/,&',$%/&%(5;%/0,-2&622(,
costs of unused capacity, inefficiency, improvement initiatives 
or value-creating abilities.ii, C(, )%2;, ':, &02, 4'/&, "2$;4&%'(, 0#&402&+,
-#(./,4#(,;/2,KQF,#/,#, )#/2", &', :'4;/,'(, %93"'1%(5,3"'I&#-%)%&*,
through a combination of targeted cost reduction and pricing/market 
'3&%9%L#&%'(>,,?%&0,#,4'/&,3"'5"#9,#)"2#$*,%(,3)#42+,&0%/,4#(,-2,"2#$%)*,
#44'93)%/02$>,,Q;&,4#(,#,-#(.,without a sophisticated cost program 
#40%212,#(*,-2(2I&/,6%&0,#,9'"2,&#"52&2$,#33"'#40R

Our comprehensive approach to this uses an abridged form of a 
:;(4&%'(#),4'/&%(5,92&0'$')'5*+,60'/2,3"%(4%3)2,/&23/,#"2,/0'6(,%(,
&02,:'))'6%(5,&#-)2>
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The overall goal is to provide an efficient, laser-like focus on 
.2*, 3"'I&, %93"'1292(&, '33'"&;(%&%2/+, #($, &02(, &', &;"(, %&, %(&', #,
/;/&#%(#-)2,3"'42//,&0"';50,&02,;/2,':,N)%50&O,4'/&%(5,9'$2)/,;(&%),
a more comprehensive approach can be implemented.  Often, large 
4'(/;)&%(5,I"9/,;/2,SA42)7-#/2$,9'$2)/,&',%$2(&%:*,4'/&,"2$;4&%'(,
but these models have limited utility after the engagement ends.  Our 
#33"'#40,/22./,&',;/2,#,92&0'$')'5*,#($,&'')/2&,60%40,4#(,3"'$;42,
9'"2,)#/&%(5,1#);2,#($,/;/&#%(#-)2,3"'I&,%93"'1292(&>

Principle 6:  Get the Value Out

?%&0,#)),&02,2::'"&,4'(/;92$,-*,#,4'/&%(5,3"'5"#9+,#"2,*';,9#.%(5,
&02,9'/&,':,&0%/,%(:'"9#&%'(,&',4"2#&2,1#);2,%(,*';",-#(.R,,T'92,.2*,
6#*/,&0#&,-#(./,#"2,)''.%(5,#&,&0%/,#"2,%$2(&%I2$,-2)'68

Link to other initiatives and tools

F'/&, #($, 4#3#4%&*, %(:'"9#&%'(, %/, 0%50)*, )212"#52#-)2, :'",
%(%&%#&%12/,/;40,#/,Q;/%(2//,U"'42//,C93"'1292(&,'",T%A,T%59#>,,
C(:'"9#&%'(,4#(,-2,;/2$,&',%$2(&%:*,&02,4'/&,':,)'671#);27#$$2$,
6'".+,'",#1'%$#-)2,2A423&%'(,3"'42//%(5+,#($,&',<;#(&%:*,#($,
3"%'"%&%L2,3'&2(&%#),/#1%(5/,:'",%93"'1292(&,-;/%(2//,4#/2/>

Staff scheduling tools can leverage time-driven capacity 
measurement information.  This creates immediately actionable 
%(:'"9#&%'(, %(, &02, )#"52/&, ('(7%(&2"2/&, 1#"%#-)2, H1');927
/2(/%&%12J,2A32(/2,%&29,'(,#,-#(.V/,UWX>

U2":'"9#(42,D#(#5292(&, $#/0-'#"$/, #($, 3'"&#)/+, #($,Y2*,
U2":'"9#(42,C($%4#&'"/+,/0';)$,-2,-#/2$,'(,;/%(5,3"'I&#-%)%&*,
$#&#, "2/%$2(&, %(,@%(#(42,E#&#,?#"20';/2/, '", &02, ;($2")*%(5,
-;/%(2//,1');92/,&"#4.2$,#($,;/2$>,,C&,%/,%93'"&#(&,&',3;"/;2,
N'(2,/';"42,':,&02,&";&0O+,/',&0#&,%(:'"9#&%'(,%/,-2)%21#-)2>

G

G
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?2,#"2,-25%((%(5, &', /22,9'1292(&/, &',92#/;"2, #($, "26#"$,
)2($%(5,':I42",32":'"9#(42,-#/2$,'(,#44';(&,'","2)#&%'(/0%3,
3"'I&#-%)%&*>,,C(&25"#&%(5,4'/&+,3"'I&#-%)%&*+,/#)2/,9#(#5292(&,
#($,%(42(&%12,&'')/,4#(,3"'1%$2,#,3'62":;),6#*,&',92#/;"2,#($,
manage an effective sales force.

D#(*,3"#4&%&%'(2"/,0#12,3;"/;2$, &02,0')*,5"#%),':, %(&25"#&2$,
3)#((%(5+, :'"24#/&%(5, #($, 3"'I&#-%)%&*>, ,?0%)2, &0%/, "29#%(/,
an aspirational goal for many, the tools and underlying 
data structures that support this process are becoming more 
9#%(/&"2#9>,,?2,2A324&,&',/22,9;40,3"'5"2//,%(,&0%/,#"2#,'12",
the coming years.

Leverage the resources outside of Finance

?0%)2,&02,/;"2,/%5(,':,:#%);"2,':,#,3"'I&#-%)%&*,3"'B24&,%/,'(2,&0#&,%/,
staffed by Finance, perhaps the greatest harbinger of success is a 
program directed or heavily led by staff outside of Finance – most 
3"2:2"#-)*,P32"#&%'(/>,,C(,)#"52,-#(./+,#,I"/&,/&23,%/,&',%(1')12,@%(#(42,
32"/'((2),#&&#402$,&',X%(2/,':,Q;/%(2//>,,C(,';",1%26+,&0%/,%/,5''$,
-;&,%(/;:I4%2(&>

F'/&%(5,3"'42//2/, /0';)$, 02#1%)*, %(1')12, '32"#&%'(#), 5"';3/, &0#&,
9#(#52,3"'42//2/,#($,92#/;"2,2:I4%2(4*+,3"'$;4&%1%&*,#($,"2/';"42,
;&%)%L#&%'(>,,F'/&%(5,9'$2)/,/0';)$,)212"#52,&02,&%92,/&#($#"$/,H&02,
9#&029#&%4#), %(12"/2,':,3"'$;4&%1%&*J,#/, &02,-#/%/, :'", &%927$"%12(,
4'/&%(5,/*/&29/>,,?'".Z'6,/*/&29/,7,&02,)%:2-)''$,:'",'32"#&%'(#),
management – provide the core systems data to support cost models.  

Q*, )212"#5%(5, '32"#&%'(#),9#(#5292(&, #($, &02, $#&#, &02*, ;/2, '(,
#,$#%)*,-#/%/+, &02, &";/&6'"&0%(2//,':,4'/&%(5, %(:'"9#&%'(, %(4"2#/2/,
$"#9#&%4#))*+, #/, $'2/, &02, )%.2)%0''$, &0#&, &02, %(:'"9#&%'(,6%)), -2,
;/2$,#/, &02,-#/%/,:'",$24%/%'(79#.%(5>, , C(,#,32"%'$,':,4'(/&"#%(2$,
resources, leveraging non-Finance teams not only increases the level 
':,3"'B24&,/;442//+,-;&,#)/',$"#9#&%4#))*,"2$;42/,&02,%(4"292(&#),4'/&,
of implementation. 

G
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Shift the focus from costing to analysis

The system is installed and validated, the celebrations have occurred, 
&02, &"%(.2&/,$%/&"%-;&2$, &',929'"%#)%L2, &02,3"'B24&,6%&0, %&/, /324%#),
(#92,'",12"*,'6(,&0"227)2&&2",#4"'(*9,#($,&02,%(%&%#),"23'"&,/2&,0#/,
been distributed.  As children ask on a road trip, “Are we there yet?”  
The ongoing care and feeding of the costing system includes many 
components – monthly model maintenance, data cleansing, system 
operation and report distribution for starters.  Additional resources are 
(22$2$,:'",;3$#&2/,&',4'/&%(5,/&;$%2/+,&',.223,;3,6%&0,'"5#(%L#&%'(#),
#($,3"'42//,40#(52>,,,Q;&,=,60#&,#"2,62,$'%(5,&',#(#)*L2,#($,$23)'*,
&02,%(:'"9#&%'(,%(,$24%/%'(79#.%(5,3"'42//2/R
 
Q;%)$%(5, #(#)*&%4#), 4#3#-%)%&%2/, #($, 4'932&2(4%2/, H#($, &'')/+, #/,
$%/4;//2$,-2)'6J+,-'&0,6%&0%(,@%(#(42,#($,#&,&02,2($7;/2",)212),%/,#,
4"%&%4#),2)292(&,':,$"%1%(5,1#);2,:"'9,4'/&%(5>,,Q#(./,#"2,)''.%(5,&',
I($,4'/&,/');&%'(/,60%40,"2<;%"2,)2//,'(5'%(5,9#%(&2(#(42+,#($,&02(,
shifting those resources into analysis so that the value contained in 
&02,%(:'"9#&%'(,4#(,-2,;()2#/02$,&',-2(2I&,&02,'"5#(%L#&%'(.

Feed the data warehouse

F'/&%(5,3"':2//%'(#)/,-2(2I&,02#1%)*,:"'9,&02,%(12/&92(&/,&0#&,&02%",
'"5#(%L#&%'(/,0#12,9#$2,&',/';"42+,/4";-+,1#)%$#&2,#($,'"5#(%L2,$#&#,
:"'9, /';"42, '32"#&%'(#), /*/&29/, %(&', 1#"%';/, $#&#,6#"20';/2/, '",
$#&#9#"&/>,,['6+,@%(#(42,%/,#-)2,&',4'(&"%-;&2,'32"#&%'(#),4'/&,#($,
3"'I&#-%)%&*,%(:'"9#&%'(,-#4.,&',&02,'"5#(%L#&%'(>,,!02,-2(2I&/,':,
this approach are numerous:

!"M/2"/,':,4'/&,#($,3"'I&#-%)%&*,%(:'"9#&%'(,:'",#(#)*/%/,4#(,;/2
 bank-standard tools for reporting and analysis, leveraging the bank’s
 investments in technology and training, and providing direct access
 so that users do not place heavy demands on Finance for analysis.
, !0%/,$'2/+,0'6212"+,"2<;%"2,@%(#(42,&',-'&0,$'4;92(&,&02
,, #//;93&%'(/,#($,/&";4&;"2,':,&02,4'/&,%(:'"9#&%'(,H-2/&,3"#4&%42,%/
, &',$',&0%/,6%&0%(,&02,6#"20';/2V/,92&#$#&#J+,#($,&',3"'1%$2,&"#%(%(5
, ('&,'()*,'(,0'6,&',#442//,&02,%(:'"9#&%'(+,-;&,9'"2,%93'"&#(&)*+
, '(,0'6,Hand how notJ,&',;/2,%&,%(,#(#)*/%/>
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G,C(:'"9#&%'(,4#(,-2,)%(.2$,&','&02",$#&#-#/2/\,:'",2A#93)2+,)%(.%(5
, 4;/&'92",3"'I&#-%)%&*,%(:'"9#&%'(,&',1#"%';/,52'7$29'5"#30%4
 attributes, or linking unit cost results to pricing models.

G,K/,%(:'"9#&%'(,-24'92/,9'"2,6%$2)*,#442//%-)2+,&02,1#);2,:"'9
, &02,;/2,':,&02,%(:'"9#&%'(,%(4"2#/2/+,#($,&02,$29#($,:'",(26,%(/%50&/
, "%/2/>,,S12(&;#))*+,9'/&,'"5#(%L#&%'(/,6%)),6'".,&',#)%5(,&02,$#&#
,, 6%&0,32":'"9#(42,92#/;"292(&,#($,4'932(/#&%'(,/*/&29/>,,?02(
 this occurs, the bank is able to more fully align decision-making
, #"';($,#,/%(5)2,/';"42,':,&02,&";&0\,$%/4;//%'(,/0%:&/,<;%4.)*,:"'9
 arguing about the accuracy and consistency of the information,
, &',)2#"(%(5,60#&,&02,%(:'"9#&%'(,means,#($,0'6,%&,4#(,-2,;/2$,%(
 decision-making.

Measure the Value Created

?02(,1#);2,%/,4"2#&2$,&0"';50,4'/&%(5,%(%&%#&%12/+,%&,%/,4"%&%4#),&0#&,&02,
1#);2,-2,92#/;"2$>,,P:&2(+,&2#9/,%$2(&%:*,3'&2(&%#),/#1%(5/,'",3"'I&,
%93"'1292(&,'33'"&;(%&%2/,-;&,:#%),&',%93)292(&,&029>,,P()*,602(,
decisions are actually made and results occur can true value actually 
#44";2,&',&02,'"5#(%L#&%'(>,,K/,%/,':&2(,/#%$+,60#&,52&/,92#/;"2$,52&/,
done.

Conclusion

Q#(./,#"2,"#3%$)*,/0%:&%(5,&02%",2930#/%/,'(,4'/&%(5,#($,3"'I&#-%)%&*,
/*/&29/,&',#40%212,&02,9'/&,1#);2,:"'9,:262","2/';"42/,#($,2::'"&/>,,
Q*, :'))'6%(5, &02,3"%(4%3)2/, #($, #33"'#402/, #-'12+, -#(./,6%)), -2,
-2&&2", #-)2, &', '3&%9%L2, &02%", /2#"40, :'", %93"'12$, "2&;"(, '(, &02%",
costing investments.

i  See for example, ABC Trends in the Banking Sector - A Practioner’s Perspective, Journal of Performance Manage-
ment , Volume 21, Number 1; and Leveraging Process Documentation for Time-Driven Activity Based Costing, Journal 
of Performance Management, Volume 20, Number 3.

ii  See for example, the recent article by Leslie Kren, Using Activity-Based Management for Cost Control, Journal of 
Performance Management, Volume 21, Number 2.
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