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HONORABLE MENTION WINNER.  The National Institutes of Health (NIH) of the Department of Health and Human Services is using activity-based costing and management (ABC/M) and a balanced scorecard (BSC) performance assessment program to manage 1,286 acres of Federally owned land, 158 Federally owned buildings, 10,539,597 gross square feet of laboratory, vivarium, hospital and administrative space and 85 leases encompassing an additional 3,866,629 rentable square feet of laboratory and administrative space.

NIH uses activity-based management and the balanced scorecard to better understand the costs of its operations, to improve its financial planning discipline, and to help identify areas for improvement.  The combined ABC/M and BSC approach provides a complete view of how NIH is performing.

Selling intra-agency services to the NIH Institutes and Centers (IC) via a revolving fund called the Service and Supply Fund (SSF) funds its facility operations.  Each business activity develops a cost recovery system to reflect the cost of operations.  NIH then recovers the cost through the SSF using a rent model developed using commercial best practices.  NIH bills rent on a per square footage basis and for different types of space.  This model provides better accountability for results and services provided and at the same time gives customers a very clear rate structure.

The cost of providing services to each building is modeled using activity-based costing.  In the ABC model, each service is assigned to those facilities or part of facilities to which the service is provided.  For example, the cost of providing janitorial services is distributed to the spaces cleaned under the janitorial contract.  The assignment also indicates how much of the cost of the services should be assigned to a particular area within a facility.  The amount assigned is based on operationally based work measures. They include, connected energy load, number of trouble calls, cleaning service level, and tons of solid waste generated by occupancy.

This same information is used to define the service level provided to each type of space.  In another example of how NIH uses a commercial best practice, service levels are specified in the annual occupancy agreements that NIH executes with each IC.  As the Fiscal Year progresses, the facilities management organizations funded by the rent monitor their performance management plan of balanced scorecard measures to ensure performance meets the requirements of the occupancy agreement.

NIH has achieved effective cost management with the ABC/M business model and effective performance measurement with the balanced scorecard performance management plans.  NIH now has a very clear rate structure and transparent and rational rate setting process based on industry best practice.  The customers’ prices are directly linked to the customers’ consumption of services as detailed in the standard occupancy agreement.  Using this methodology NIH can confirm that its facilities services are competitive on price and cost with, and in some cases better than, the surrounding commercial real estate market.  This innovative practice has resulted in increased customer satisfaction over the way NIH facilities were funded and managed prior to 2001.

For more information, contact Mr. Leonard Taylor at 301-594-0999 or via e-mail at taylore@mail.nih.gov.
