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2" Jont Business | mprovement Project
Output Costing Methodology

Introduction

PricewaterhouseCoopers (PwC) has developed an Output Costing Methodology (OCM) to
generate output costing information for social service organizations under the 2" Joint
Business Improvement Project (JBIP) coordinated by The Hong Kong Council of Social
Services.

Effective cost management has become highly important for the non-governmental
organizations (NGOs) after the change in funding mode by the Hong Kong Government
following the Asian economic turmoil in the late 90s. The OCM aims to enable Agencies
better understand their cost structures, analyze and understand how costs were incurred and
affected in their operations, and strengthen the capability to make better supported
management decisions and identify possible improvement areas.

The purpose of this manual is to help users of the Output Costing Methodology (OCM) to
understand, complete and apply the OCM as well as to facilitate the transfer of knowledge
within the organization. To fulfill such objectives, this manual not only includes sessions on
the conceptual knowledge on costing and background of OCM, but also the detailed
guidance and tools that lead to the generation of the output costing information as well as
ways to apply the information.

To provide hands-on and detailed guidance for users, this Operation and Training Manual
consists of the following sections:

e Part A introduces the OCM project background.
e Part B introduces the OCM costing concepts and design.

e Part C explains the methodology in details and provides step-by-step guidance for users
to practically deploy the tool for their own services. For users who are familiar with the
background and concepts of OCM, they could directly jump to this section for hands-on
guidance to apply OCM for own services.

e Part D provides guidelines and some samples on how to review and interpret the
information generated by the OCM templates.

e Part E illustrates the various possible uses of the information generated by the OCM to
achieve business improvements.

Samples of services categories and activities for selected lines of service services by
various participating Agencies are provided in Appendix A.

A sample communication note to prepare and inform staff on collecting their work hours
allocation is provided in Appendix B.

A sample output costing schedule with made-up figures is illustrated in Appendix C.
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