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Abstract

Learn how activity based costing (ABC) can 
demonstrate the value of administrative services to 
the university, assist with strategic planning and the 
annual budgeting process, and help the University 
community understand the customer impact when 
cutting administration. Hear how we have 
implemented a process that is well defined, 
repeatable, and transparent. We will describe what 
components we were able to perform in-house, 
what aspects required a consultant’s help, and how 
we integrated all of these aspects into our portfolio 
and project management office (PPMO).
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What We Will Cover

• Introduction
• Define Activity Based Costing
• Our Process
• Current State
• Outcomes
• Future State 
• Questions
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Introduction

University of Illinois
• Three campus system
• 34,000 employees
• 80,000 students 
• About 700,000 living alumni 
• $5.6B budget
• 35th in Best Global Universities
• 10,000 international students from more 

than 110 nations - 1st among American 
publics

• 897 buildings, 1,000’s of rooms
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$5.6B University of Illinois Budget
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IT Structure at U of I

• Academic 

• Campus 

• College/  
Department

• Enterprise 
Administration 
(AITS)
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University of Illinois
University Administration
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Group Interactive Activity

Define Administrative IT
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Instructions

Group discussion defining admin IT (10 min)
Reflect on the IT structure just defined at the 
University of Illinois and at your institution.

What does it include?

Who are the customers?

 How would you explain what it is? 
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Administrative IT

Definition of 
Administrative IT 
to most people

– Servers
– People
– Hardware
– Software
– Databases
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Administrative IT

• We are overhead!

• We are a commodity!

• We are core for running the 
business!
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Administrative IT

Problems with this?
• No one understands 

what this means
• If they don’t 

understand it, they 
don’t value it
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• Through ABC our 
definition has 
changed
– More descriptive
– Customer-centric
– Less techy

• Now we define by 
the services we 
provide

Administrative IT

© 2016 The Board of Trustees of the University of Illinois. All rights reserved



Original State

Budget Model
– Activity-based budgeting 
– Centralized budgeting 
– Incremental-based budgeting 
– Performance-based budgeting 
– Responsibility Centered Management 
– Zero-based budgeting 

© 2016 The Board of Trustees of the University of Illinois. All rights reserved



Original State

Problem Statement
– Funding problems

• $2M cut 
• No ability for long term planning/funding
• Nature of IT infrastructure, expensive, 

critical, not glamorous 
• State funding on the decline, being held 

back completely
• System Administration funding make-up
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Funding

State Support as a Percent of FY15 Budget
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Funding
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Now what?

• Incremental budgeting fine when 
there is money.

• Illinois will be flat to decreasing 
budget for the unforeseeable future.

• Need to better show what we do.
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What is ABC?

Costing methodology 
that…
• Identifies activities
• Addresses all 

products and 
services

• Assigns all cost
• Includes both direct 

and indirect

Indirect Direct
Leadership, Administrative 
Support, Facilities, Office 
Supplies, Professional 
Development

Software, 
Hardware, 
Labor, 
Maintenance
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Questions

Who uses activity based costing?

Why is Higher ED interested in ABC?
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Who Uses it?

University of Illinois at Urbana-Champaign (ABC+Rates) 
University of Illinois at Chicago (ABC+Rates) 
University of Michigan 
University of Washington (ABC+Rates) 
University of Washington, Medicine 
University of Texas Southwestern Medical Center (ABC+Rates) 
Emory University 
George Mason University (in progress) 
University of Virginia 
University of New Hampshire (ABC+Rates) 
University of Arizona (ABC+Rates) 
North Dakota State University (ABC+Rates) 
Florida State University (ABC+Rates) 
University of Oklahoma 

WTC higher education client list for ABC
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Why is Higher Ed interested in ABC?

They have the facts to…
– Compare alternatives
– Examine marginal services
– Lower cost through process 

improvement
– Compare to distributed services
– Set the stage for rate and funding plans
– Project the impact of forecasted 

initiatives
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How We Use It

ABC is being utilized as a well-defined, 
repeatable, and transparent tool to 
provide improved information about 
the true cost of our services, and in 
turn, we are using this to determine 
the most efficient sourcing for strategic 
planning. 
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Expectations

What did we think was 
going to happen?

– Lots of work 
– Not going to be useful
– Could be used against us
– Not repeatable
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Goals

• Repeatable

• Logic based model for 
pricing of services

• Customers better 
understand our services 
and what is costs to 
provide services
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Hired WTC 
Consulting, 

Inc.
Kickoff ABC Final Report 

for FY13

First Year

July 2013 September 2013 March 2014

ABC Kickoff
Data 

Collection 
Complete

Project 
Complete

November January May

Second and Third Years

Our Process
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Consultant

• Where to begin

• How to overcome barriers

• Learn the process
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Our Process

Data Gathering

Manager
Activity Review

Manager
Service Review

Spreadsheets

Reports

© 2016 The Board of Trustees of the University of Illinois. All rights reserved



Our Process

• Time tracking
• Non FTE 

expenses
• Salary expenses
• Depreciation

Data Gathering

Manager
Activity Review

Manager
Service Review

Spreadsheets

Reports

© 2016 The Board of Trustees of the University of Illinois. All rights reserved



Our Process

• Provide managers 
hours

• Line up with 
activities

Data Gathering

Manager
Activity Review

Manager
Service Review

Spreadsheets

Reports
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Our Process

• Provide managers 
hours

• Line up with 
services

Data Gathering

Manager
Activity Review

Manager
Service ReviewSpreadsheets

Reports
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Our Process

• Master sheet
• Non FTE

Data Gathering

Manager
Activity Review

Manager
Service Review

Spreadsheets

Reports
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Our Process

• Summary of 
expenses
– By activity
– By service
– By Campus

• Trends
• Additional output

Data Gathering

Manager
Activity Review

Manager
Service Review

Spreadsheets

Reports
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Challenges   

• Accuracy
• Peer comparisons/benchmarks
• Time and Resources
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Activity

What costs support an ERP?
– on your own or with a group, make a list 

of the costs involved. (Example: Banner 
support, software maintenance)

How would you measure the support?
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Activity
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Activity
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Activity
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Activity
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Activity

What costs support an ERP?
– on your own or with a group, make a list 

of the costs involved. – banner 
support?

How would you measure that?
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Activity

• Hardware
• Software
• People
• Building
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Outcomes
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Outcomes
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Outcomes

Example by Utilization 
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Outcomes

Example by 
support focus
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Outcomes

• Graphic 
representation of 
expenses

• Transparency

• Rate development

• Project planning
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Outcomes
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Outcomes

Example by 
Application for each 
Campus

Example of All 
Enterprise 
Applications for 
One Campus
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Outcomes
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Integrated Planning

Supporting broad planning

Academic 
Planning Financial Planning

Facilities Planning
Information 
Technology 

Planning

Integrated 
Planning
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Services in Tech Speak
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Services 
Redefined

Outcomes
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Integration with PMO

Time reporting
• Personnel costs are 

~75% of costs
• Precise cost 

allocation v. annual 
estimates
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Integration with PMO

Old 
way:

How many 
people 
performing 
what role
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Integration with PMO
New way:
What services are provided and how much does it cost
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Scenario Planning

Help 
university 
community 
understand 
customer 
impact with 
cutting 
enterprise 
services
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Integration with PMO

Strategic 
Planning
 Initiative 

funding and 
tracking 
from budget 
and ABC

Sometimes 
de-funding
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Scenario Planning

Provide 
choices
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Current State

• Still same budget model
– smarter discussion

• Gives us options, discussions with real data –
outsource? Better cost analysis 

• Have done road shows 
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Current 
State
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Current State
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Current State
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Current State
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Current State
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• Automate
– Software

• Rational, fact based budget model
– Approved by campuses on a multi-year basis

• Strategic plan

Future State
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Future State

Dashboards
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Questions?



Abstract

Learn how activity based costing (ABC) can demonstrate 
the value of administrative services to the university, 
assist with strategic planning and the annual budgeting 
process, and help the University community understand 
the customer impact when cutting administration. Hear 
how we have implemented a process that is well defined, 
repeatable, and transparent. We will describe what 
components we were able to perform in-house, what 
aspects required a consultant’s help, and how we 
integrated all of these aspects into our portfolio and 
project management office (PPMO).



Thank you!
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