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Abstract 
 
Globalisation has created an environment in which there has been a substantial shift to teaching and 
learning in an online environment. This has generated intense debate about the costs of both core 
academic activities and the services and infrastructure that underpin them. In 1998 the Australian 
Department of Education, Training and Youth Affairs commissioned Ernst & Young to survey 
universities as to the adequacy of their costing information; to propose a costing methodology for 
higher education for discussion at a representative workshop and then to test an agreed methodology in 
three participating universities. This led to two interim reports by Ernst & Young (1998) which 
documented a desire for better costing information and the final report, A Study to Develop a Costing 
Methodology for the Australian Higher Education Sector. Final Report (DETYA) published in May 
2000.  
 
In this context, the University of Newcastle’s Information and Education Services Division (IESD) saw 
an opportunity to improve its own management processes and contribute to the momentum of strategic 
cost management within Universities by initiating  a project focused on the activity based costing of 
Information Technology and Library activities. This paper outlines the costing methodology utilised, 
the need for improved data collection and illustrates the way in which the substantive findings of the 
study facilitated the questioning of the underlying assumptions and approaches to the provision of 
services within the Division. It is hoped that the costing methodology will be tested in other 
universities with a view to refinement as a standard tool for benchmarking and costing for library and 
IT activities in Australian universities.  
 
Introduction 
 
In 1998 the Australian Department of Education, Training and Youth Affairs commissioned Ernst & 
Young to survey universities as to the adequacy of their costing information; to propose a costing 
methodology for higher education for discussion at a representative workshop and then to test an 
agreed methodology in three participating universities. This led to two reports by Robertson et.al. 
(1998) which documented a desire for better costing information. Ernst & Young proposed an activity 
based management costing methodology which was trialed at Charles Sturt, Murdoch and RMIT 
universities in 1999. The three cost studies focused on human resource management, facilities 
management and faculty costs but did not examine the costs of library or information technology 
activities. The final report, A Study to Develop a Costing Methodology for the Australian Higher 
Education Sector. Final Report (DETYA) was published in May 2000. 
 
The University of Newcastle’s Information and Education Services Division (IESD) saw an opportunity 
to improve its own management processes and contribute to the momentum of strategic cost 
management within Universities by initiating an activity based management pilot project in February 
2000. Its focus was the activity based costing of Information Technology and Library activities as a 
tool for improving planning and decision-making. This paper outlines the costing methodology utilised, 
the need for improved data collection and illustrates the way in which the substantive findings of the 
study facilitated the questioning of the underlying assumptions and approaches to the provision of 
library and information technology services within a University context. The full report was the subject 
of a DETYA publication, Activity Based Costing A Study to Develop a Costing Methodology for 
Library and Information Technology Activities for the Australian Higher Education Sector (2001).  It is 
hoped that the costing methodology will be tested in other universities with a view to refinement as a 
standard tool for benchmarking and costing for library and IT activities in Australian universities. The 
lessons learned are however relevant to any service organisation where the bulk of the activity is 
human-centred in terms of the use of resources and choices about the services offered have to be made 
in terms of a constantly changing environment. 
 
The Information and Education Services Division was formed in 1998, following a merger of the 
University’s Information Technology Division, the University Libraries and the academic development, 
educational technology and media units. Prior to the study, the Division had established planning and 
budgeting processes which sought to link its operational plans with the University’s strategic goals and 
further, to then link these with the budgets of operational units. Many of the services of the Division 
are provided to faculties on the basis of service level agreements under a charge-back or fee for service 
scheme, and accurate costing data and systems are integral to the sustainability of such services.  
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The ABC study provided an opportunity to test many of the assumptions underlying the costing basis 
of the service level agreements, as well as providing the Division with better information on the costs 
of its activities. Importantly, the study also provided information on the factors which might cause 
costs to change, or what the effect on costs of particular strategies might be. In areas such as 
information technology or the provision of information resources through library services - an area 
increasingly reliant upon information technology, the constant demands for investment in new 
technology and the implications of this for ongoing client support and maintenance services introduce 
significant budgetary and planning consequences for management. These are issues about which ABC 
can provide significant benefits to the organisation. 
 
The Background context 
 
Budgeting and financial reporting within higher education has undergone a significant shift in recent 
decades. The historical emphasis upon management accounting within universities and other public 
sector organisations more generally, was one exclusively focused on financial reporting systems that 
tracked funds and expenditures against annual budgets. In many institutions this has now moved to a 
more proactive cost management model. Cost management is now increasingly seen as "a strategic tool 
that provides information and feedback which helps to set goals and track progress towards their 
attainment in an environment of intensifying competition" (Ernst & Young, 1998). Cost management 
has become more integrated with planning and management, and the redesign of cost systems to 
facilitate decision making and corporate strategic analysis and planning is a central tenet of this 
approach. In the corporate world and increasingly the public sector, new approaches to management 
accounting have emerged reflecting this new perspective. Activity-based costing and activity-based 
management are two of these new approaches, but others include the balanced scorecard, life cycle 
costing and target costing, and strategic management accounting. 
 
One of the problems confronting the higher education sector is that the financial and accounting 
systems in use have traditionally been concerned with meeting external reporting and audit 
requirements. These are nonetheless important and essential, but have provided minimal internal 
flexibility and information beyond being "an extension of the institution’s general ledger" (Ernst & 
Young 2000, p.7). The problem for managers in this context is that the internal accounting framework 
reinforces a particular approach to planning and budgeting, one that is not necessarily responsive to 
changing service demands or strategic initiatives. 
 
This is a particularly important issue in the context of globalisation and the changing marketplace for 
Australian higher education. As universities shift towards the provision of teaching and learning in an 
online environment there is a real need to cost both the core academic activities and the support 
services and infrastructure that underpin them. The early assumptions of higher education 
administrators that online learning would solve some of the resource dilemmas of higher education 
seem not to have been realised. The recent UK Joint Information Systems Committee project on the 
Costs of Networked Learning (1999) highlighted the “hidden costs” offloaded onto staff and students. It 
reported on “Staff consumables costs, overtime and development time - - as issues in need of redress.” 
Students also saw networked learning as increasing costs to them but were keen to avail themselves of 
it in terms of the opportunity cost of time to them. Bacsich and Ash (1999) advocate a course lifecycle 
model and their second report (2001) sees activity based costing as the way forward to uncover the 
hidden costs such as staff overtime and overheads that are unrecorded.  
 
In an early activity based costing study in Australia undertaken by Ernst & Young at the University of 
Technology in Sydney (UTS) using 1990 data, it was clearly identified that the higher level data or 
existing benchmarks across the sector, such as EFTSU or student workload, were not a reliable 
reflection of the level of expenditure required to support a diverse student population (Doyle 1994, 
p.42). Ten years on, these measures remain by and large, the basis by which university funding is 
allocated by the Commonwealth and in most cases, form the basis upon which those funds are 
subsequently distributed internally across academic teaching departments and various support 
functions. 
 
The decade of the 1990's saw reduced government funding for higher education, continued pressure for 
efficiency gains and an increased desire on the part of government for scrutiny of the costs of higher 
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education on a comparative basis. In 1993, the then Federal Education Minister suggested that future 
higher education places might be redirected away from lower performing universities as defined by 
unit costs. At an aggregate level, definition of comparative unit costs on the basis of courses, units of 
study, student types and research grants, is possible on the basis of existing data and could presumably 
provide the data to underpin a distribution of higher education funds along these lines. However this 
does not provide the sector nor institutions with relevant information which would inform them of what 
might be causing the differences in these comparative costs and nor does it adequately support strategic 
planning or decision making. The ABC studies carried out under the DETYA project in 1999 and 2000 
provide a methodology which might inform different approaches to funding, but importantly, may also 
provide institutions with a substantial tool for planning and managing their services based upon that 
funding. 
 
Some Issues Within the Higher Education Sector 
 
Universities are probably not alone in being conservative and possessing a strong, historically 
embedded culture. Ernst & Young, in their 1998 survey of higher education institutions, identified a 
number of factors which might impact upon a successful implementation of activity based costing (or 
any improved costing methodology for that matter). However "the most prominent and persistent 
challenge" in implementing an improved costing methodology within the sector was "dealing with and 
overcoming cultural resistance" (Ernst & Young 1998b, p.4). An earlier study by Doyle (1994) 
highlights the deep-seated difficulties in achieving sector-wide benchmarks, when he cautions: 
"…comparisons of costs, both between different activities within the one university, and between 
similar activities carried out by different universities, need to be treated with caution." (Doyle 1994, 
p.51) 
 
The Ernst & Young survey of universities in 1998 revealed that many staff considered that a costing 
methodology would not be accepted within their institutions. This resistance to costing methodologies 
such as ABC could be due to "the apprehension of cultural change that may need to occur during its 
implementation" (Ernst & Young 1998b, p.31). Nonetheless universities remain highly individualistic 
and reluctant to share data and information, other than that which they are forced to for funding or 
reporting purposes such as DETYA statistics, or highly aggregated data of little value for effective 
benchmarking or comparison purposes. In addition, the 1998 Ernst & Young survey identified a 
widespread perception of uniqueness among universities, 
possibly underlying their reluctance to be involved in or outright dismissal of, activity based costing 
and management methodologies. Two of these perceptions will serve to illustrate the point: 
 

Our university is unique and we will always need to be recognised as having 
special needs. 
We want to benchmark but don’t want other organisations reviewing the basic 
data or comparing individual university performance without taking into 
account unique differences and strategies.  How can we maintain 
confidentiality? (Ernst & Young 1998b, pp.50-51) 
 

The question of how data might subsequently be used is important, but so too is public accountability 
and transparency in use of public funds. The final reports of the DETYA study reinforce this 
perception, with all performance related data removed from the documents. While in this instance the 
deletion of data may be wholly justified, given that the purpose of the study was to develop the 
methodology rather than a focus on the veracity of the underlying data and benchmarks, overcoming 
this attitudinal inertia is a major challenge for the sector in its approach to and uptake of activity based 
costing and management. 
 
Universities encourage individuality and questioning among their academic staff and not without 
purpose. The pursuit of scholarly enquiry and research are in large measure the basis of our university 
system. But to a university, an approach such as ABC "lays bare the activities performed and resources 
consumed by individual academics, administrators and departments", and it "renders transparent that 
which had been previously opaque" (Kober et al, 1996, p.26). Kober also notes that there is often a 
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general level of mistrust among academic staff for managerialist initiatives promoted by the "centre" - 
the centre being university administration or anything non-academic. Gaining support for the 
introduction of an ABC system, Kober notes, requires a shift from these professional secular interests 
towards an institutional ethos where the collective interests of the university community are seen to be 
advanced by openness and less defensive postures towards resource allocation decisions (Kober et al, 
1996, p.26) The ideal and the objective in promoting ABC within the higher education sector is that 
information about the costs of activities will aid universities in identifying opportunities for cost 
improvement, while comparisons of generic support services across different universities may enable 
the identification of more efficient ways of delivering services (Ellis-Newman et al 1996, p. 76). 
 
The Costing of Library Services 
 
Lance and Boucher (1995) comment that there is little comparative data on the costs incurred by 
academic libraries and go on to observe that: “Cost analyses are done frequently, but they vary 
markedly in their methodologies, their results are rarely reported widely, and there are no regular 
compilations or summaries of data on costs as there are for other aspects of library operations..” Until 
the late 1980’s the functions of building, housing and making collections available in an era of 
unrivalled affluence preoccupied academic libraries and prestige derived from the size of collections. It 
was only with the advent of library automation in the 1970’s that some attention was given to costs in 
terms of the anticipated efficiencies and savings technology would yield. The 1990’s have seen a 
transformation of academic libraries with diminished purchasing power reflected in fewer serials and 
monographs acquired; a shift from print to electronic information resources; higher levels of service 
activities in interlibrary loans and library instruction and a demand for greater accountability from 
government and clients. 
 
CAMILE (Concerted Action on Management Information in Libraries in Europe) has collated Matrices 
of Performance Indicators from the major international documents on this subject.  An AARL paper 
(Kyrrillidou, 1997, p.4) comments that: “Lack of consistency in the way data are collected from 
institution to institution and in the way data are collected over time within the same institution creates 
problems for describing cross-sectional comparisons and time-series trends.”  The American 
Association of Research Libraries has sponsored a number of projects under the auspices of the New 
Measures Initiative “that aim at developing tools to assess the library’s impact on teaching, learning 
and research, as well as, the ability of libraries to control costs and add value to the services they 
provide.” (Trends  in ARL Libraries, 1999, p.12).  
 
One of the eight areas of interest identified by an ARL retreat in 1999 was Cost Effectiveness of 
Library Operations and Services. A specific project was initiated for “the identification of library 
functions that are seen as cost-drivers for which a cost study could be developed” (Blixrud,1998, p.1). 
A number of other projects have attempted to develop indicators or “benchmarks” for academic library 
operations including ISO 11620, an international standard on library performance indicators which 
includes cost-effectiveness indicators such as cost of items catalogued. AARL sponsored a Technical 
Services Cost Study in five university libraries using a standard methodology and within Australia, a 
costing study of the cataloguing function within four West Australian university libraries (Wade and 
Williamson,1998, pp.181,189) found a variation in cost per title between libraries from $12.35 to 
$21.13. This has led to a restructuring within the Curtin University Library that is expected to yield a 
52% reduction in cataloguing cost to $10.11. No overhead costs were incorporated into this study. 
Griffith University Library has gone a step further with the total outsourcing of the cataloguing 
function in the pursuit of cost savings. 
 
The major activity based costing study to date of Australian academic libraries was carried out by 
Jenny Ellis-Newman et  al. (1996) in Western Australia. It noted that University of Western Australia 
and Edith Cowan library salaries accounted for over 80% of operating costs but this budget item was 
not allocated to individual activities carried out in the libraries. The Western Australian study attributed 
activity costs to the Faculties as cost objects, enabling a comparison of library cost allocations by ABC, 
EFTSU and FTE (full-time equivalent staff). While for some Faculties the costs as a percentage were 
almost identical for others there was a difference of up to 7% when activity based costing was used 
(Ellis-Newman, p.83). Activity costs were totalled for each Faculty and divided by the EFTSU to arrive 
at cost per EFTSU that reflected the differences in processing costs between Faculties because of 
variance in the type and volume of items purchased and services provided. Activity-based costing 
enabled choices to be made between alternative resourcing combinations and provided the basis for 
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charging out services to Faculties. It is important to note that the full range  of overheads were not 
incorporated into activity costs, only equipment and stationary. 
 
The Costing of Information Technology Services 
 
The costs and benefits of information technology within the modern corporation has long been a 
contentious issue summed up in the “productivity paradox”. Economist Robert Solow (The Economist, 
2000) commented that “we see computers everywhere but in the productivity statistics” and Paul 
Strassmann  went so far as to claim in The Squandered Computer (1997) that “IT destroys value in 
most of the enterprises where it has been deployed.” A number of explanations have been canvassed in 
the literature including unrealistic expectations, poor management, design issues, immaturity of the IT 
industry, the social dimension of innovation and the lack of consensus on how to measure IT 
productivity.   
 
Given the resource constraints within the higher education sector and the exploding demand for IT 
services, the level of investment in information technology and the cost and quality of IT support 
services was always going to be a critical issue for universities. In 1997 Emily Paulsen asked “What 
Does IT Support Really Cost?” and concluded that we do not really know. Within a highly innovative 
and changing area such as information technology, institutions are constantly faced with the gap 
between user expectations and wants, and the competing demands and limited availability of funds to 
support those needs. Outsourcing is one strategy employed by public and private sector organisations 
alike, although no conclusions should be drawn that either sector has made these decisions on a similar 
basis. 
 
In developing budgets that support institutional goals, deciding which activities should receive funding 
and those that may need to receive a lower priority requires choices to be made not just concerning the 
relative merits of each, but what is achievable within the organisation's budget. For example; what type 
of network or system and what level of service do we want, and what are we prepared to pay for it? To 
do so, managers must have access to information on the cost of the activities that they manage, 
particularly if comparing internal provision against an external provider. However, as the Australian 
National Audit Office notes, it is unlikely that this information will be able to be derived from the 
general ledger (ANAO 1999, p.13). The solution therefore is for organisations to implement a costing 
system that will obtain this data accurately and efficiently.  
 
In 1991 the Indiana University-Purdue University Indianapolis volunteered to trial a new economic 
model using activity-based costing techniques. The objective initially was to develop economic models 
of two campus outputs: the B.S. degree in Business and the D.D.S. degree in Dentistry. The models 
were seen as viable tools for analysing operations and costs as well as for creating scenarios of various 
alternative resource allocation decisions. In 1992-3 the planning office and integrated technologies 
support unit were encompassed by the model followed by other schools, departments and support units. 
 
The Indiana economic model consists of the following: 
 
• a graphic view of interrelated organisations depicting outputs produced by academic units and the 

services produced by support units in turn consumed by academic units; 
• an activity-based costing matrix that defines the cost of various outputs and allows what-if costs 

analyses in response to variations in certain input parameters; 
• a work flow analysis to assist enhancement of current activities through a detailed review and re-

engineering of the tasks involved. 
 
The University Information Technology Services at the Bloomington campus has published full reports 
on the use of this model and activity-based costing in particular "to make the choices among services 
rational and the improvement of services mandatory and measurable." (Peebles & Antolovic,1999, 
p.49). All direct costs including wages, benefits, training, hardware, telephone and voice networks, and 
local area networks are fully allocated to the design, deployment and operation of each service 
throughout its life cycle. Campus networks and Internet costs were calculated on a per packet basis and 
taken no further.  Some costs borne by the University as a whole and not included in the IT budget 
were designated "Organisation Sustaining Activities" and distributed proportionately among the 
external services. These included the senior leadership of the University and the Human Resources 
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Office and Business office. The cost of facilities and utilities were not included in the ABC costs as the 
University did not bill the UITS for these costs. 
 
Measures of cost for central IT support were then apportioned to (a) education; (b) support for those 
providing support for departments, schools etc.; and a General Support Centre providing the bulk of IT 
general support for students and staff. Activity-based costing enabled the UITS to determine that the IT 
Knowledge Base, a web support site, provided answers for $0.44 per hit, walk-in consulting cost $4.04 
per contact; telephone contact $5.26 per call and email problem solving $7.04 per contact (Peebles & 
Antolovic, 1996, p.48). The UITS has identified the root cause of the greater cost with email as the 
number of exchanges required to get a clear statement of the problem and a succinct solution. UITS has 
responded to this data by adopting a strategy of users helping themselves through education and 
resources like the Knowledge Base as well as expanding telephone support hours as a step towards 
eliminating email support. 
 
Indiana’s UITS has successfully integrated activity-based costing with a variety of tools-user surveys, 
the balanced scorecard, value chain analysis and total life cycle costing-that focus on quality, cost and 
value. It is thus in a position to utilise the cost data to identify processes and products that add value 
from the customer perspective and eliminate or re-engineer those that do not. It can also identify the 
costs involved in improving quality. The recent Australian debate concerning Commonwealth IT 
outsourcing is an indicator that organisations should be able to make rational and objective decisions 
regarding the provision of services, using ABC data to            underpin such decisions and demonstrate 
a cost effective outcome. 
 
The IESD ABC Project – Methodology and Project Management 
 
IESD wished to pursue similar directions to the Indiana study but within the context of an ABC model 
developed by Ernst & Young for the Australian higher education sector. The project objectives were as 
follows: 
 

• Determine the total cost of all activities and resources associated with the performance of 
library and information technology activities provided by IESD across the University of 
Newcastle 

• Evaluate and test the appropriateness of the ABC methodology to library and IT activities 
within a university environment as a possible precursor to its further development and use 
across the sector 

• Gain a better understanding of the area of indirect overhead costs and how they might be 
assigned to library and information technology activities 

• Gain a better understanding of the area of indirect non-salary costs and how they might be 
appropriately assigned to library and information technology activities 

• Familiarise and train University staff in activity based costing 
 
The pilot study at the University of Newcastle examined the costs of library and information 
technology activities for the year 1999, utilising EasyABC software as recommended by Ernst & 
Young. Cost driver information was collected for the same period. As the project involved a 
collaboration with Ernst & Young, the project team assembled for a six week period from 31st January 
2000 included an Ernst & Young Project Manager and a Principal Consultant. IESD provided a 
fulltime Project Manager and Activity Analyst with administrative and financial support as required. It 
became evident as the Project developed that the composition and experience of the project team is a 
critical issue. Any institution engaging in activity based costing for the first time needs substantial 
guidance from an external consultant in the early stages when the scope of the system and the level of 
detail required are determined. 
 
The ABC model developed by Ernst & Young is described in detail in the DETYA reports (1999, 
2000) and need not be discussed extensively here. The key concepts  involved are: 
 

• Resources – economic elements directed to the performance of activities including salaries, 
consumables, telecommunications, computers etc. 

• Activities – a unit of work performed within an organisation e.g. providing IT support. 
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• Cost objects – any customer, product, service or process for which a separate cost 
measurement is desired e.g. Faculties, courses, student types or modes of delivery. 

• Cost drivers – a measure of the quantity of resources consumed by an activity such as 
headcount or FTEs, square metres, number of computers. 

 
The ABC model development is characterised as follows by Ernst & Young: 

 
Phase 1 – Activities 
 

• Identifying all activities within the relevant areas 
• Identifying all the resources consumed in the institution (general ledger dollars, salaries, 

depreciation dollars, utilities) 
• Identifying a resource driver (number of staff/students, number of computers, space) for each 

resource to link resources to the activities that consume them 
• Fully costing activities with the resource dollars they consume via resource drivers 

 
Phase 2 – Cost Objects 
 

• Identifying cost objects, the ultimate purpose of activities-products, services, customers etc.-
Faculties and Divisions at the University. 

• Identifying an activity driver (e.g. number of staff/students) for each fully costed activity to 
link activities to the cost objects which consume them 

• Fully costing cost objects with the activity dollars they consume via resource drivers 
 
Project management, scoping and communication skills are critical to the success of  an ABC project 
along with the visible support of the chief executive officer and the active involvement of the 
management team. From the outset there must be a clear definition of areas of the University involved, 
the financial period examined, cost types and the cost objects. The critical technical skills required by 
the project team are activity analysis, driver definition and cost model design. It is important to decide 
on the level of detail required in defining activities to develop a viable model that does not inundate the 
project team with superfluous data. The focus of the project will impact on this decision as business 
reengineering usually requires more detailed delineation of activities than general costing analysis. A 
byproduct of the process is the creation of an activity dictionary which, in this case, attempts to define 
and provide a detailed explanation of the library and information technology activities. The activities 
and descriptions were derived from activity workshops with relevant staff and validated by interviews 
and further workshops. 
 
Key Findings and Insights 
 
 The real value of the ABC methodology was found to be in the enabling of cost comparisons, 
permitting an assessment of the “goodness” or otherwise of the expenditure levels on activities. ABC 
provides a repeatable method for analysing costs so that trends over time can be observed and 
comparisons made against other organisations and industry benchmarks. The ABC process allows the 
full cost of activities to be understood and assessed against the benefits they provide and steers cost 
saving efforts towards activities where the greatest costs are incurred The ABC data also allows user 
pays charging schemes to be audited against true costs. 
 
Within the library area critical insights were provided into the costs of cataloguing, short loans, 
specialist service points, loans and renewals. The total costs of cataloguing 20,136 items in 1999 were 
considerable with salaries the largest cost component. The costs of the original (10% of total) and copy 
cataloguing (90%) activities were much higher than assumed and far exceeded the Library quotes for 
contract cataloguing to external agencies. This has led to benchmarking of the cataloguing operation 
and other technical services functions against those at Griffith University where cataloguing is 
outsourced.  
 
The short loans analysis identified the high cost of processing short loans material generally and the 
even greater cost (200% plus) of its delivery via specialist service points. The new CAL agreement 
with universities which permits the digitisation and creation of e-reserve collections may generate 
significant savings in this area as might the eventual introduction of a statutory licence for electronic 
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copying. The high cost of short loans delivery at specialist service points is related to the use of higher 
HEW levels that enable a wider range of activities to be handled locally. Digitisation might provide the 
opportunity to separate out such activities from the more complex inquiries handled in the Biomedical 
and Law Libraries. 
 
The costing of the lending operation confirmed the huge differential in cost between over the counter 
and self check lending and the benefits of the University  of  Newcastle’s efforts to exceed the industry 
standard of 30% of loan activity issued via self check facilities. Renewal of loans was a very 
substantial cost with a huge volume of requests for loan extensions by telephone. The number of self  
renewals via the online catalogue is increasing but the planned introduction of an automated telephone 
renewal module should reduce the labour component of this service. The interlibrary loan costings 
confirmed the efficiency of the interlibrary loan process which was well under the industry standard for 
provision of loans to other libraries. Information Desk inquiry costs were felt to be realistic with the 
only issue for follow up the possible inflation of costs by periods when there is little or no activity at 
the desks. This may warrant investigation into  desk peaks and troughs and to a reconsideration of work 
undertaken at the desks during slow periods. Management of electronic information resources was 
found to be surprisingly low and may reflect efficiencies in managing this type of resource compared to 
traditional print collections. 
 
The central benefit of the costing of the information technology area was the confirmation or 
challenging of the charges underpinning service level agreements with Faculties. Examples include the 
cost of resolving computer problems for staff which had been estimated to take an average time of 
ninety minutes. The ABC study found this to be a significant under estimation; the data will prove 
useful for future SLA negotiations and provide impetus for improved accuracy in the recording of 
Desktop Services inquiries and resolution times. The cost of developing, maintaining, managing and 
scheduling computer laboratories also revealed some interesting insights with Apple Macintosh 
laboratories representing 1.5 times the workload per machine in a PC laboratory. The differential 
reflects the skills and expertise of staff within the IT area and may not necessarily be the same at other 
institutions. 
 
Support for in-house corporate information systems consumed 62% of the Information Systems 
Program’s total resources with another 10% committed to the development of new in-house solutions. 
The Student & Academic Services Division was the key cost object, consuming 67% of the above 
resources. This would be a valuable activity group to monitor over time in the context of the 
University’s shift to packaged corporate systems in the last few years. Central computing infrastructure 
is another area worth monitoring given the costs of the variety and complexity of systems supported. 
The IT Infrastructure Program maintains a total of forty-nine computing systems across Solaris, 
Netware, VMS and Windows NT environments. Cost savings measures to date have focussed on 
rationalising the number and type of central computer systems. 
 
The development, maintenance and coordination of Web infrastructure and policies within the 
University represents a significant cost that has rarely been calculated. The costing of Web application 
development and maintenance was calculated on the basis of the complexity of the system with read 
only applications the most basic complex systems with significant database complexity and interactions 
with other databases given a weighting of ten relative to the basic systems. In 1999 the Web team 
supported 1,089 web pages with over half generated for the External Relations Division. However, 
although community and other external clients required only 328 pages under cost recovery 
arrangements the Team weighted the development and management of these pages at a factor of three 
relative to internal pages given their technical complexity and the higher burden of project management 
and liaison with external clients. Leadership, coordination and support for websites was the most costly 
activity cost but agreement could not be reached on an appropriate cost driver. The number of web 
authors was initially proposed as a driver but rejected after further consideration. Not all tasks are 
directly proportional to the number of web authors. 
 
The analysis of IT training costs identified a proportion of 61% of time committed to delivery and 39% 
to design, development and administration. A total of 2.7 FTE were committed to 931 hours of training 
across 39 different courses with 1,063 participants. 
The ABC study recommended that the ratio of the level of staffing to the total training hours delivered 
and the indicative costs estimated by the model should be benchmarked against training providers in 
the vocational education and training (VET) sector as well as against similar internal training provision 
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at other universities. Generic IT training classes for students were also found to be costly in part 
because of the unpredictable turnout of students. The University has since committed to SkillBuilder, a 
web based learning system for the delivery of IT, PC, management, interpersonal and professional 
development skills training. 
 
One of the most valuable aspects of activity based costing is the ability to provide a snapshot of 
resource consumption in the IT and library areas across Faculties and Divisions. This enabled the IESD 
Project Team to establish that the Faculties consumed 80% of the total resources of IESD in these areas 
as compared with 14% for the Divisions and Executive. This is an important point given the perception 
that the Divisions consume a disproportionate share of University resources. The ABC model also 
enabled the identification of large variations between Faculties in their level of IT and library resource 
consumption. As one might expect the Faculty of Arts and Social Sciences was the heaviest consumer 
of Information Resources (25%) but those Faculties that had the greatest investment in their own IT 
infrastructure (Engineering and Science & Mathematics) also had the greatest consumption of central 
resources (14% and 19% respectively). The Faculties of Education and Medicine & Health Sciences 
made the heaviest use of Web Team resources (10% each). 
 
Conclusion  
 
Ellis-Newman, in her assessment of the application of ABC within academic libraries, noted that “the 
greatest advantage of ABC to library managers lies in the benefits it provides in the areas of 
performance measurement and improvement” (1996, p. 85). From the evidence thus far, there still 
appears to be considerable effort required to realise these outcomes in an ongoing way. Moreover, 
agreement on common descriptors of activity and activity drivers are required before costing 
methodologies will prove effective as benchmarking and performance measurement tools for the 
sector. Despite the number of studies and the interest, not just in Australia but in other countries as 
well, costing initiatives within higher education institutions have so far met with only limited success, a 
point noted by Cropper and Cook in the UK (2000, p.62).  
 
The UK experience is probably the most advanced, and the limited success may be indicative that the 
approach needs either continued modification or alignment to better fit the needs of higher education 
or, that in the long term, it may not be the most effective tool for performance management and costing 
within the sector. The Costs of Networked Learning Project authors (2000) have suggested a joint 
approach with countries such as Australia with a view to harmonisation of costing methodology in 
terms of: 
 

• Concept and vocabulary 
• Course life cycle development models 
• Financial categories 
• Activity breakdown of academic effort 

 
A major difficulty with   such collaboration is the resistance of the academic community to the activity 
based costing of core activities such as teaching and learning. The Australian Government has yet to 
follow the UK down the path of  making funding contingent on such costing. 
 
The Information and Education Services Division at the University of Newcastle uses service level 
agreements with Faculties in negotiating the services to be provided to support specific goals and 
outcomes in those areas. The charges underpinning these agreements were in many instances either 
confirmed or challenged by the ABC study results. The study results also served to provide an 
information base against which traditional or core services might be reviewed, and equally, against 
which the efficiency of new technological investments might be assessed. An example of this was the 
University’s investment in systems which provide for a high level of user independence and hence do 
not place significant demands on staff to mediate or provide the service. The ABC study most clearly 
demonstrated the value of some of these investments, and provided data to underpin capital investment 
and change management strategies in certain areas of the organisation.  
 
The ABC study at Newcastle provided an opportunity to build upon the model and knowledge 
developed in the DETYA study at the other three Australian universities, with a specific focus on 
library and information technology areas. The objectives of the project therefore included the 
development of a model that would have a sector-wide applicability requiring minimal future 
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development or adaptation. The methodology and experiences learned in the study have been shared 
with the sector and it is hoped that the methodology will be tested in other universities with a view to 
refinement as a standard tool for benchmarking and costing for library and IT activities in Australian 
universities. 
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