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ABSTRACT

This study analyzes the strengths and weaknesses of the

United States Navy's centralized nonappropriated fund account-

ing, banking, and payroll procedures from the standpoint of

the many field activity managers who are required to admin-

ister and conform to them. A comprehensive review of the flow

and control of nonappropriated funds within the Department of

the Navy is presented, with particular emphasis on the mission

and objectives of the Nonappropriated Fund Accounting System

Section (NAFAS) and the administrative details of currently

mandated accounting, banking, -nd payroll procedures. Environ-

mental factors that impact on field activity managers are

also discussed. Their t sponses to a world-wide, author-

developed survey of April 1981 dealing with the efficiency

and effectiveness of centralized systems and procedures are

displayed and analyzed. Identifiable problems and trends

resulting from this analysis are subsequently discussed,

conclusions and recommendations are advanced by the author,

such as the fact that the present system has contributed to

substantial improvements in the NAFAS network as seen by

field personnel.
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I. INTRODUCTION

A. GENERAL BACKGROUND

The Department of the Navy (DON) currently operates and

maintains approximately 146 retail stores (post exchanges),

110 packaged liquor stores, over 300 officer and enlisted

men's clubs (messes), 164 major recreation facilities, 175

auto service centers, 83 commissary stores, 326 barber and

beauty shops, 37 Navy lodges, and a host of other services

and facilities on behalf of active duty and retired military

personnel and their dependents. (11 Collectively referred

to as "Morale, Welfare, and Recreation" (MWR) activities, these

services and facilities have, over the years, been expanded

and promoted by the Navy and have played an increasingly

important role in fulfilling the fundamental needs and expecta-

tions of many service members.

In the experiences of this author, most military personnel

greatly appreciate and depend upon the many MWR services at

their dispoasl. However, many of these same individuals para-

doxically take them for granted in that they inaccurately

perceive them as being permanent and inviolable benefits

necessarily owed them in partial compensation for their

willingness to endure generally lower pay than their civilian

counterparts, frequent changes in duty station and family

separations, and other inconveniences associated with military

life. Based on this author's observations, this sort of

14



thinking is premised on a general lack of awareness of the

* "legal realities and actual sources of financial support for

Navy MWR activities.

Contrary to those who believe otherwise, currently exist-

ing military MWR programs are not guaranteed benefits nor are

they specifically mandated in Federal legislation. Instead,

the availability of MWR services to military service members

is heavily dependent on the volume, management, and conscien-

tious usage of the profits and fees generated by their own

patronage of local exchanges, package stores, clubs, and

- recreation facilities. [2] For administrative and accounting

purposes, these profits and fees are officially referred to

as "nonappropriated funds." Their title is derived from the

* fact that, while they occupy the legal status of government

funds, they are maintained separately and apart from the funds

which are recorded in the books of the United States Treasury

and are to be used solely for the collective benefit of mili-

tary and authorized civilian personnel who were responsible

for generating them. [31

4 Within the DON, MWR activities receive approximately 75

percent of their funding support from the nonappropriated

funds which they themselves generate. [4] Remaining support

4 is derived from Congressionally appropriated funds. Over the

past decade both the Navy and the other uniformed services

have been under increasing pressure to make military MWR

4 programs more self-sufficient and less dependent on Federally

15
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appropriated funds. This pressure has originated from the

* appropriations process itself and through increased Congres-

sional oversight of military MWR activities. Although annual

Department of Defense (DOD) Appropriations Acts contain broad

provisions for military "welfare and recreation," funding for

these programs is channeled into general personnel, operations,

and maintenance appropriations. (5] The amount of appropriated

funds ultimately used in support of MWR programs is left to

the discretion of each military service and must be decided

upon within the context of other highly competitive spending

priorities. Efforts to limit Defense spending have placed

increasing pressure on the Navy to decrease the amount of

appropriated funds used in support of MWR activities and

rechannel those funds into more urgently needed mission

requirements. These pressures have been brought about by the

Government Accounting Office (GAO) which, through a series of

audits and surveys, has repeatedly recommended to the Congress

that military MWR activities either be reduced or made less

dependent on Federally appropriated funds. [6] The GAO has

.4 taken the position that military members should be made to

get along with fewer services or contribute more of their own

monies in support of these activities. (71

4 In the opinion of the author, efforts to curtail approp-

riated funding support for military MWR activities have been

ill-timed in relation to recent military retention problems,

particularly within the Navy. On the one hand, military

16



planners strongly desire to make available as many MWR

services as possible to their members as incentives for

retention. This is particularly important when reductions in

MWR services are being viewed as an erosion of "benefits" by

military personnel. On the other hand, Federally appropriated

funds which might otherwise be used for MWR activities are

being channeled elsewhere and the amount of continued Congres-

sional support for military MWR programs is, at best,

questionable. [8] In an effort to gain better control over

the use of MWR resources and enhance the management credibil-

ity of these programs on behalf of an increasingly concerned

Congress, the Navy has taken a series of steps to improve the

manner in which both appropriated and nonappropriated funds

are managed and accounted for by MWR field activities and at

the headquarters level. Central to this effort has been the

establishment of the Navy's Nonappropriated Fund Accounting

System Section (NAFAS), a subsection of the Financial Manage-

ment Branch of the Recreational Services Division of the Naval

Military Personnel Command (NMPC).

Located at Naval Air Station, Patuxent River, Maryland,

NAFAS presently performs centralized accounting and banking

services in support of approximately 700 Navy MWR activities

4  throughout the world. Additionally, NAFAS accounts for and

manages a series of NMPC Central Funds. These funds are used

as a vehicle for collecting, temporarily investing, and

redistributing a variety of assessments and profits from Navy

17



MWR activities. This is done for the purpose of ensuring that

at least part of the earnings generated by the profitable

activities are redistributed in such a manner that the bene-

fits from these earnings equitably accrue to the Navy community

as a whole, including small or remotely located installations

whose welfare and recreation activities are not self-supporting.

Lastly, NAFAS sponsors a centralized Touch Pay System which

currently services and accounts for a payroll consisting of

approximately 20,000 nonappropriated fund employees. A

detailed description of the accounting, banking and payroll

services performed by NAFAS is included in Chapter II of this

study.

B. PURPOSE AND OBJECTIVES OF RESEARCH

During recent hearings before the Nonappropriated Funds

Panel of the House Armed Services Committee, the Navy was

singularly praised by Congressional leaders for its many

management initiatives in working toward the efficient and

equitable use of nonappropriated funds on behalf of its

members. [9] Within the Navy, NAFAS was subsequently accorded

special recognition for its sustained superior performance in

facilitating the improved management and use of nonappropriated

funds. [10] The primary purpose of this study is to conduct

an examination of the methods and procedures currently em-

ployed by NAFAS in managing the flow and control of non-

appropriated funds within the DON and to evaluate the impact,

.. positive or otherwise, which NAFAS has had on the financial

management practices of Navy MWR field activities.
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Among the many achievements for which it has been praised,

NAFAS has been credited with having provided improved finan-

cial management information and guidance to field activity

managers and with having significantly reduced the administra-

tive requirements for routine bookkeeping at the field level.

Reductions in bookkeeping have allegedly resulted in reducing

the number of personnel assigned to field accounting duties

and aggregate administrative overhead costs associated with

Navy-wide MWR activities. [11]

During the course of this author's preliminary research,

it was discovered that, while most of the achievements of

which NAFAS has been credited are soundly based on auditable

and verifiable data, alleged improvements involving the

quality of financial management information and reductions in

administrative workloading are not based on comprehensive or

formal feedback from field activities themselves. It was

further learned that, despite the many far reaching changes

in nonappropriated fund accounting and banking procedures

which have occurred over the past 15 years, no formal post-

implementation survey has ever been conducted for the purpose

of objectively measuring the impact of these changes on field

activity managers in their day-to-day planning and operations.

Accordingly, the specific objectives of this study are to:

1. Descriptively review and identify the basis for cur-
rently existing accounting, banking, and payroll services pro-
vided by NAFAS and examine the criteria upon which NAFAS
presently measures and draws conclusions about its own

4 performance.
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2. Based on the collective experiences and perceptions
of field activity managers, quantify and formally evaluate the
performance of NAFAS with respect to:

a. the timeliness and accuracy of centralized
accounting services.

b. the degree to which the financial management
information and guidance provided by NAFAS has
assisted field managers in planning and managing
their operations.

c. the approximate extent to which centralized
banking, accounting, and payroll services have
contributed to reductions in personnel and
administrative overhead at the field activity
level.

d. the extent to which existing accounting, banking,
and payroll procedures have either contributed to
or inhibited management flexibility at the field
activity level.

3. Evaluate whether or not actions can or need to be
taken by NAFAS to improve the services which it provides to
MWR field activities.

C. RESEARCH METHODOLOGIES

The research methods employed in this study include:

1. literature research,

2. interviews with the Director of NAFAS, other opera-
tional personnel at the headquarters level, and various field
(club and recreation) managers, and

3. data collection (including financial statements pro-
vided by NAFAS and field activity responses to a formal
questionnaire, which was developed by this author in conjunc-
tion with the Director of NAFAS and other persons experienced
in nonappropriated fund accounting).

4The format and contents of the author developed question-

naire were purposely designed to assist in meeting the stated

objectives of this study. To facilitate the application of

quantitative, statistical analysis to data received from

20



participating activities, most questions intentionally offer

a limited number of pro forma responses. However, provisions

for amplifying remarks and unformatted responses to certain

questions have also been included for the purpose of gaining

additional insights and discovering hitherto unforeseen prob-

lem areas and trends related to financial management at the

field level. The data is presented and then analyzed by the

author, and conclusions and recommendations are rendered.

D. THESIS ORGANIZATION

Chapter I briefly introduced the magnitude of Navy MWR

programs, their reliance on nonappropriated funds support,

and the increasing need for the conscientious management and

usage of MWR resources within the military. NAFAS was then

introduced and the impetus for planned research was provided.

The author's objectives and research methodologies were also

delineated.

Chapter II provides the reader with a broad overview of

the nonappropriated funds flow process and describes the basis

for the centralized accounting, banking, and payroll services

presently utilized by MWR field activities and coordinated by

NAFAS. The mission, objectives, and management perspectives

of NAFAS are specifically defined and compared in scope with

those of field activity managers. In describing their

respective management horizons and performance measures, the

groundwork is laid for a more objective analysis of how field

activity managers view the efficiency and effectiveness with
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which NAFAS provides centralized accounting, banking, and

payroll services, improved financial management guidance,

and reductions in clerical support at the field activity

level.

Chapter III provides details of the analysis conducted.

It commences by establishing the planned framework for analysis.

Data is then presented, the tools of quantitative analysis

are applied, and a discussion of structured responses to each

survey question is provided. Lastly, a subjective analysis is

applied to free form comments offered in the formal field sur-

veys and in interviews with field activity managers. Problems,

issues, and trends which were noticeably recurring in nature

are identified and discussed.

In Chapter IV, the author summarizes the significant find-

ings of the study. Conclusions and recommendations are drawn

from the interpretation of data, quantitative analysis, and

trends identified in free form commentary and field interviews.

Lastly, concluding remarks are made by the author and the

requirement for further analysis is discussed.
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II. BACKGROUND

A. INTRODUCTION

The purpose of this chapter is to provide sufficient back-

ground information to enable the reader to fully understand

the analysis which is presented in Chapter III. With this

objective in mind, the contents of this chapter include:

1. A broad overview of the Nonappropriated Funds (NAF)
flow process within the Department of the Navy (DON) in order
to locate and preview the responsibilities of the Nonapprop-
riated Funds Accounting System Section (NAFAS) within that
process.

2. An overview of the mission and organization of NAFAS,

K including a summary of internal operations, management per-
spectives and a closer look at the details of centralized
accounting, banking, and payroll procedures.

3. A general description of the operational environment
in which field activity managers must manage and account for
their resources.

Prior to addressing the above topics, it should be men-

tioned that current policies governing Navy Morale, Welfare,

and Recreation (MWR) Programs and the operations of NAFAS are

spread about in numerous written publications, instructions,

notices, letters, messages, and memoranda. During the course

of research it was discovered that, in several instances,

actual operating practices do not necessarily correspond to

written policy guidance. In other instances, established

operating procedures were not documented in writing at all.

This was especially true of operations observed within NAFAS.

In the opinion of the author, all of these conditions are

traceable to the continuously changing policy decisions a-A
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management methods associated with MWR programs in the DON,

which are extremely sensitive to and driven by shifts in Con-

gressional policies. Regardless of their underlying cause,

the existence of these conditions has necessi*ated heavy

reliance on the author's personal observations and interviews

with key NAF personnel in developing the background material

for this chapter.

It should also be mentioned that, due to the highly tech-

nical nature of this chapter, reference citing can be taken

to unmanageable extremes. In an effort to preclude the refer-

encing of each and every sentence, the following are cited as

common sources in the development of these discussions:

1. Centralized Accounting, Banking and Payroll Procedures

a. NAVSO P-3519, handbook on "Nonappropriated Fund
Financial Management Standards and Policies."

b. NAVSO P-3520, handbook on "Nonappropriated Fund
Accounting Procedures."

c. The Naval Comptroller (NAVCOMPT) Manual.

d. "The Bureau of Naval Personnel Training Course
for Centralized Accounting and Centralized Banking Systems"
(Self-Paced).

e. Self-Paced "Criterion-Referenced" Instruction
Manuals for Navy Mess and Consolidated Package Store (CPS)
Accounting (7 volumes).

f. Amendment for Solicitation NR 66540-81-R-0500,
which summarizes the mission and organization of NAFAS.

g. Touch-Pay System Users Manual.

h. Interviews and subsequent phone conversations
with the following NAF Officials:

1. Mr. Bob Bieshelt, Director, NAFAS.

2. Mr. Thomas Tubbs, Assistant Director, NAFAS.
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3. Mr. Charles Hoffman, Central Fund Accounting
Unit Head, NAFAS.

4. Mr. Peter Hirschman, Field Accounting and
Banking Services Unit Head, NAFAS.

5. Mr. Bruce Fahnestock, Systems Control/Data
Entry Supervisor, NAFAS.

6. Mrs. Joyce Ramsey, Supervisor of Banking
Services, NAFAS.

7. Mr. Dick Scehnet, Accountant forBanking
Facilities Obligations, NAFAS.

8. Mr. Charles Nesci, Accounting Technicial
Field Accounting, NAFAS.

9. Mr. Larry Sparks, Recreation Director, Naval

Postgraduate School, Monterey, California.

2. NMPC Central Fund Management/Cashflows

a. Management Consulting Report M00031 of March 1981.
"Review of Alternative Methods of Distributing Navy Exchange
Profits for Recreation Program Support," prepared by the Man-
agement Consulting Division of the Naval Audit Service.

b. U.S. Congress, House Committee on Armed Services,
Hearings before the Nonappropriated Fund Panel of the Inves-
tigations Subcommittee of the Committee on Armed Services,
1979. (House document #96-27).

c. "Navy Recreation: An Overview," by Robert C. Perry,
The Navy Supply Corps Newsletter, November 1978.

d. Bureau Naval Personnel (BUPERS) Instruction 1710.11,
Special Services Manual, including message changes thereto.4

e. NAVPERS 15951, Manual for Messes Ashore, including
message changes thereto.

f. BUPERS Instruction 1746.5A, "Packaged Alcoholic
Beverage Sales at Navy Installations."

g. BUPERS Instruc.tion 10150.2C "Slot Machine
Operations."

h. The Navy Exchange Manual.
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i. Naval Military Personnel Command (NAVMILPERSCOM)
Notice 1742 of 8 July 1980. "Nonappropriated Fund Financial
Planning for Open Messes, Consolidated Package Stores, and

* Common Support Service Offices."

j. NAVMILPERSCOM Notice 7010 of 19 May 1980, "Special
Services Nonappropriated Fund Operational Budget."

k. Interviews and subsequent phone conversations with
the following NAP officials:

1. Mr. Gerry Eckenfels, Head Field Support Section,
Recreational Services Division (Code 65) of the
Naval Military Personnel Command (NMPC).

2. Mr. Greg Schnitzler, Investment Administrator,
NMPC-65.

3. Mr. M. Esposito, Accounting Branch Manager,
Navy Resale and Services Support Office
(NAVRESSO).

4. Mr. Joe Lance, Executive Director, Navy Motion
Picture Service (MPS).

5. Previously mentioned NAFAS personnel.

B. OVERVIEW OF THE NAF FLOW PROCESS

In the experience of this author, developing a clear

understanding of Navy MWR programs and the NAP flow process

associated with them was made unnecessarily difficult due to

inconsistencies in written terminology, definitions, and pro-

fessional jargon which were encountered in formal instructions,

Congressional testimony, and oral interviews with key NAF

program officials. For example, the terms "MWR activities,"

"recreational activities," "special services activities," and

"recreation activities" are frequently used in an interchange-

able manner by NAF officials, despite subtle differences in

what these terms are intended to mean according to their formal
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definitions. In an attempt to reduce or eliminate similar

problems in this study, Appendix A provides definitions of

these and other terms which are considered fundamental to the

ultimate understanding of this work and supporting research

literature.

In the opinion of the author, the overlap, ambiguity, and

the potential for inconsistency in the usage of the terms

contained in Appendix I are self-evident. Accordingly,

Exhibit II-1 has been constructed to more clearly illustrate

the relationship of these terms as they will be used by the

author. As shown in this exhibit, the MWR activities at a

Navy shore installation typically consist of retail and rec-

reational activities. Recreational activities are further

broken down into two subcategories: leisure time dining and

drinking activities (Navy Messes and Clubs) and general rec-

reation activities. The aggregate of all general recreation

activities consitute what is commonly referred to as the Navy's

Special Services Program.

General recreation ("special services") activities are

funded and administered through a local command recreation6

fund. Although the Commanding Officer of a Navy shore instal-

lation is normally assigned the overall responsibility for

4 administering the local recreation fund, the details of fund

management and accounting are typically delegated to a local

department, division, or some other organizational component

l ° within the command. For mailing and administrative purposes,

these components are variously referred to as Special Services

27



0

14

E- z E-

>>

zo 'w>
>U

C4,

3 0E-4

E--

Q W

Z .4i

4 =4

4-



Departments or Divisions, Recreation Departments or Divisions,

Recreation Service Management Offices, or some other organiza-

tional title. Despite dissimilarities in their titles, they

all perform essentially the same functions. (121 Accordingly,

for the purposes of this study, the term "Recreation Fund

Activity" shall be applied to organizational components of

shore based installations which are directly responsible for

the management and accounting control over local recreation

funds.

Exhibit II-1 also indicates that Navy Exchanges (NEX's),

Consolidated Packaged Stores (CPS's), Navy Messes (Clubs),

and Recreation Fund Activities are designated and concurrently

serve as Nonappropriated Fund Instrumentaltiies (NAFI's). As

previously defined, NAFI's are fiscal and management entities

which are organized for the purpsoe of administering non-

appropriated funds. Within the DON, they are authorized and

established individually or jointly by the Chief of Naval Per-

sonnel (CHNAVPERS) and the Commander, Naval Supply Systems

Command (NAVSUP). (131

During the early stages of this research, the author

experienced difficulties in differentiating between MWR

activities and NAFI's since Navy Messes, CPS's, NEX's, and

Recreation Fund Activities concurrently serve as MWR Activi-

ties (e.g., provide goods and services to military patrons)

and NAFI's (e.g., are authorized to maintain custody and

accounting control over nonappropriated funds). Subsequent

research revealed that not all MWR activities (such as
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bowling alleys and golf courses) are designated as NAFI's. In

this instance, the local Recreation Fund Activity serves as

the authorized NAFI and is accountable for all resident or

"subordinate" general recreation activities. Conversely,

there are several NAFI's which are not in the business of

directly providing goods and services to military patrons and

function solely as financial management and accounting

entities. The best example of this is NAFAS itself, which

exercises substantial accounting control over nonappropriated

funds but is not in the business of directly providing goods

and services to military members and therefore cannot be co-

labelled an MWR activity. The importance of clearly distin-

guishing between NAFI's and MWR activities is driven by the

fact that NAFI's (and not MWR activities) serve as the conduits

or linkages for the NAF flow process within DON. Consequently,

this distinction can be helpful in fully understanding the

NAF flow process itself.

When aggregated, the range of MWR activities provided to

military personnel is so extensive that senior military of-

ficials have found it necessary to segregate MWR activities and

their supporting NAFI's into the following broad categories

for administrative management purposes:
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CATEGORY DESCRIPTION

I Armed Forces Exchanges
II Other Revenue and Resale Sharing

(e.g., Consolidated Package Stores)
III Military General Welfare and Recreation
IV Civilian Employee General Welfare and

Recreation
V Open Messes (Clubs)
VI Other Membership Associations
VII Common Support Service NAFI's
VIII Supplemental Mission Services

(e.g., BOQ's) [14]

Appendix B contains a detailed listing of the various

services and facilities included under each MWR category.

Exhibit 11-2 reiterates the above MWR categories and displays

cost data showing the amounts of appropriated and nonappro-

priated funds spent on each MWR category with the DON. Cost

figures contained in this exhibit were based on a demographic

qsurvey (vice purely historical cost data) conducted in 1976
by an Office of Management and Budget/Department of Defense

study group. These absolute dollar ammounts offer insights in

terms of MWR program emphasis and NAP spending priorities

with the DON. Furthermore, they provide a basis for explain-

ing the current oraanizational structure for the management

and administration of NAFI's within the DON.

As indicated in Exhibit 11-2, 56 percent of all NAF

resources are channeled into Category I (NEX) activities.

Approximately 44 percent of all NAP resources are channeled

into the seven remaining MWR categories. Although these per-

centages fluctuate from year to year, they point out the

relative size, scope, and importance of the NEX Program when
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compared to other MWR programs within the DON. While it is

the primary consumer of NAF's within the Navy, the NEX Program

not only pays for itself but also generates substantial profits

which are used to partially defray the costs of General Wel-

fare Recreation (Category III) Programs. For example, NEX

profits distributed to Navy recreation programs exceeded 40

million dollars in fiscal year 1979 alone and sales revenues

generated by NEX's have exceeded one billion dollars annually
I

since 1974. [15] Due to its- enormous size and complexity, the

NEX program is managed and operated separately from all other

MWR programs.

Exhibit 11-3 was constructed by the author to delineate

the functional lines of authority and responsibility associated

with Navy MWR programs and to distinguish the separate chains

of command which exist for the NEX Program and "other" MWR

programs. Although NAVSUP is ultimately responsible for the

NEX Program, it is physically coordinated and centrally adminis-

tered by the Navy Resale and Services Support Offic.= (NAVRESSO)

located in Brooklyn, New York. Among other things, NAVRESSO

performs the following support services on behalf of Navy

Exchanges:

1. Centralized accounting on a worldwide basis, includ-
ing preparation of monthly financial statements on behalf of
each exchange.

2. Prepares and distributes, on a weekly basis, over
20,000 paychecks for NEX employees.

3. Controls worldwide self-insurance and employee benefit
programs.
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4. Negotiates merchandise price agreements and contracts.

5. Monitors and analyzes merchandise management and
operating results for each exchange.

6. Plans and coordinates the refurbishment and construc-
tion of Navy Exchange facilities.

7. Purchases equipment for NEX's.

8. Conducts training for civilian managers of NEX depart-
ments and provides inputs to the NEX Officer training program.

9. Performs inspections, audits, and internal reviews.

10. Coordinates the distribution of NEX and Ship's Store
profits of Navy recreation programs. [161

As shown in Exhibit 11-3, CHNAVPERS is assigned overall

responsibility for the management of all MWR programs and

activities other than those associated with the NEX Program.

In this capacity CHNAVPERS is the "designated agent of the

Chief of Naval Operations (CNO) for the supervision of all

Navy-wide recreation programs" and is specifically tasked

with:

1. Providing a method that will ensure an equitable dis-
tribution of recreation funds throughout the Navy. Only the
CHNAVPERS shall have the authority to levy assessments upon
recreation funds of activities afloat and ashore;

2. Considering requests for funds from commanders in the
chain of command above the unit level to support area/command-
wide recreation programs;

3. Promulgating directives and guidelines which will
ensure the most efficient management and operation of special
services activities and open and closed messes, including

* instructions for conducting audits;

4. Reviewing and approving proposals and budgets for
construction, alteration, and repair projects involving special
services activities and open and closed messes.

4 5. Audit and survey special services activities and open
and closed messes as necessary to ensure effective management;
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6. Providing, as required, guidance and assistance to
immediate superiors in command in the inspection of special
services activities and open and closed messes; and

7. Reviewing and concurring in all NEX related projects
in excess of $25,000.00 for construction, alteration, or

:* " repair. [17]

As evidenced by the NAF usage data contained in Exhibit

11-2, Category III (General Welfare and Recreation) and

Category V (Open Messes/Clubs) are the largest consumers of

NAF dollars outside of the NEX Program. Recreational activi-

ties comprising these two categories represent the primary

• -. thrust of the Navy's composite recreation program. Under

CHNAVPERS, the Recreational Services Division of the Naval

Military Personnel Command (NMPC-65) is specifically tasked

with the day to day duties of managing, coordinating, and

centrally administering Navy Messes and General Recreation

Activities as well as Category II (Consolidated Package Liquor

Stores) and other miscellaneous MWR activities. To this end,

NMPC-65 performs many of the same support functions on behalf

of its field activities that NAVRESSO performs on behalf of

NEX's. These include, but are not limited to:

1. Provisions of centralized accounting and banking
4 services, including the preparation of periodic (normally

monthly) financial statements for mess, recreation fund
activities, package stores, and billeting fund activities
(BOQ's).

2. Supervision of NAF employee insurance and benefit
.programs.

3. Monitoring and analyzing the operating performance
of mess, CPS, and recreation fund activities.

4. Establishing financial operating standards for mess,
CPS, and recreation fund activities.
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5. Controlling and coordinating the flow of funds for
the construction or refurbishment of mess, CPS and recreation
facilities.

6. Controlling and coordinating the flow of funds for the
purchase of major mess and recreation equipments.

7. Conducting management training for mess, CPS, and
recreation managers.

8. Performing inspections, audits, and internal reviews
of mess, CPS and recreation fund activities as requested by
mess, CPS and recreation managers of their immediate superiors
in command (ISICS).

9. Managing the NMPC Central Fund which involves collect-
ing NAF's from profitable MWR activities (e.g., NEX's and
CPS's), temporarily investing them in short term debt instru-
ments, and equitably distributing the principal and interest
from those investments in recreation programs throughout the
Navy for the purpose of ensuring that equitable mess and
recreation services accrue to all Navy personnel on a world-
wide basis.

10. Formulating budget guidance and approving budget

requests for all mess, CPS and recreation fund activities. [181

• IAs depicted in Exhibit 11-3, NAFAS is organized and

operated under the cognizance and guidance of the Head of the

Financial Management Branch within NMPC-65. Serving as the

accounting arm for NVTC-65, NAFAS either directly performs or

in some way supports many of the aforementioned services for

which NMPC-65 has been credited. [191 Exhibit 11-3 was in-

tended by the author to locate NAFAS within the hierarchy of

the DON's management structure. Instead Exhibits 11-4 and 11-5

have been constructed to indicate NAFAS's actual involvement

in the NAF flow process. Due to the detailed nature of these

exhibits and the complexity of the NAF flow process itself,

they should be thoroughly reviewed.
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ASSETS

FY77 FY78 FY79

Committed Cash $47.2 $53.0 $51.5
Loans & Accounts Receivable $24.0 $21.3 $18.5
Navy Lodge Loan Receivable $ 8.7 $ 8.0 $-0-
Other Assets $ .2 $ .3 $ .4

Total $80.1 $82.6 $70.4
$ In Millions

LIABILITIES AND NET WORTH

FY77 FY78 FY79

Current Liabilities
(e.g., Vendor Bills) $ 4.7 $ 6.7 $ 7.0

Long Term Liabilities
Facility Projects* $28.6 $32.4 $42.2

Funded Reserves $-0- $ 2.6 $ 1.6
Net Worth $46.8 $40.9 $19.6

Total $80.1 $82.6 $70.4
$ In Millions

* In addition to these contractual liabilities at the end of
FY77, FY78 and FY79, there were approved facility improvement
projects being designed which totalled $25.3M, $31.OM, and
$38.9M respectively by fiscal year.

FUNDS RECEIVED DURING EACH FISCAL YEAR

FY77 FY78 FY79

Exchange Assessments @50% $18.2 $17.8 $18.7
Mess, CPS & Billeting Assessments $ 2.1 $ 2.5 $ 2.7
Slot Machine Assessments $ 2.1 $ 2.0 $ .7
Ships' Stores Assessments $ 1.8 $ 2.2 $ 2.1
Movie Assessments & Reimbursements $ 2.8 $ 3.0 $ 2.6
Interest Income** $ 5.8 $ 8.4 $11.7
Loan Repayments $ 3.0 $ 3.5 $ 2.3

4 Prior Year Income and Residual Funds $ 3.4 $ .3 $ .6A Other Sources (Net) $ 1.2 $ 2.4 $ 1.5
Total Funds Taken In $40.4 $42.1 $42.9

Reduction in Committed Cash $- $- $ 1.5
Total Sources of Funds That Were
Used $40.4 $42.1 $44.4

$ In Millions

** Interest earned on the investment of temporarily idle cash
balances in the Central Fund and Field Banking System.
Average invested funds were $103.9M, $117.1M, and $121.1M
respectively by fiscal year.

[Source: NAFAS]

Exhibit 11-6. Central Funds Status at the End of Each Fiscal
Year
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FUND USAGE

FY77 FY78 FY79

Disbursements for:
Facility Improvement Grants $10.1 $10.5 $12.6
Facility Improvement Loans $ 2.3 $ .7 $ .7
Operations/Equipment Grants $ 6.1 $ 9.9 $12.8
Operations/Equipment Loans $ .2 $ .2 $ .3
Services & Programs for Field
Activities $10.6 $13.6 $16.5

Rec Services Div Costs $ 1.3 $ 1.4 $ 1.5
Total Disbursements $30.6 $36.3 $44.4

Added to Commitments for:
Facility Improvement Program $ 9.8 $ 5.8 $-0-

Total Funds Used $40.4 $42.1 $44.4
$ In Millions

SERVICES AND PROGRAMS FOR FIELD ACTIVITIES

(Costs Paid by Central Funds)

FY77 FY78 FY79

Fleet Movie Program $ 1.5 $ 5.1 $ 4.2
Insurance and Fringe Benefits $ 4.5 $ 4.6 $ 5.7
Facility Planning and Design $ 2.0 $ 1.3 $ 2.7
Training and Field Assistance $ 1.0 $ 1.0 $ 1.1
Central Accounting and Banking $ .9 $ .8 $ .9
Sports and Recreation Programs $ .4 $ .4 $ 1.3
West Coast Regional Office $ .2 $ .3 $ .4
Other $ .1 $ .1 $ .2

Total $10.6 $13.6 $16.5
$ In Millions

4

Exhibit 11-6. (cont'd)
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Exhibit 11-4 identifies the primary sources of funds for

which NAFAS has accounting responsibility and presents a model

of how the outflows of NAF's from these sources are ultimately

channeled into one of three separate concentration bank ac-

counts, each of which has its own separate accounting system.

Those instances in which Exhibit 11-4 simplifies the known

realities of actual funds movements are thoroughly explained

in supporting commentary and primarily involve automated trans-

fers of funds to, from, and within the concentration bank

accounts.

Though the details of centralized accounting and banking

procedures are rendered in subsequent sections of this study,

a brief overview is needed at this point to facilitate a

clearer understanding of the NAF flows which are illustrated

in Exhibit 11-4. As depicted in this exhibit, NAF's funds

emanating from NEX's, Ship's Stores, CPS's, slot machines,

Bachelor Officer's Quarters (BOQ's), motion picture theaters,

Navy Messes (Open), and Recreation Fund activities ultimately

end up in a Central Fund Concentration Bank Account, Mess

Central Concentration Bank Account, or Recreation Central

Concentration Bank Account located at the First National Bank

(FNB) of St. Louis, Missouri. The Central Fund Concentration

Bank Account serves as a repository for the collection, sub-

sequent investment, and controlled disbursement of a variety

of profits and assessments levied by CHNAVPERS on specific

field activities (e.c., those shown in Exhibit 11-4) in support
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of a NMPC Central Fund. The Mess Central Concentration Bank

Account serves as the primary banking repository for approxi-

mately 516 Messes, CPS's, and BOQ's. Lastly, the Recreation

Central Concentration Bank Account serves as the primary bank-

ing repository for 164 Recreation Fund Activities. [20]

As illustrated in Exhibit 11-4, Messes, CPS's, BOQ's, and

Recreation Fund Activities also maintain depository accounts

with local banks. Cash receipts from sales, fees, or charges

are deposited into these local accounts on a daily basis and

accounting source documents reflecting these deposits are con-

currently prepared and forwarded to NAFAS by mail. Upon re-

ceiving these source documents, NAFAS verifies their accuracy

and then inputs them into either the Mess Central Accounting

System (MCAS) or Recreation Central Accounting System (RCAS),

which are computerized and electronically linked to FNB St.

Louis via taped teleprocessing. Upon electroqically receiving

notification of local deposits by activities participating in

the MCAS or RCAS system, FNB St. Louis automatically debits

either the Mess Central or Recreation Central Concentration

Bank Account and then forwards a depository transfer check

(DTC) to their local bank directing the transfer of the

deposit amount from the local bank to FNB St. Louis. Under

4i this system, local depository bank accounts maintained by

MCAS/RCAS participants are used solely for the safekeeping

of daily cash collections and as a vehicle for transferring

funds into the concentration banking system. Except for

43
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petty cash, authorized payroll, credit card or foreign cur-

rency accounts, all cash disbursements made by these field

activities are paid out by checks drawn against the Mess

Central or Recreation Central Concentration Bank Account in

St. Louis and not their local bank account. [21]

From the standpoint of FNB St. Louis, the Mess Central

and Recreation Central Concentration Bank Accounts are merely

two of the three large bodies of cash maintained in their

bank by the "Navy" (the Central Fund Concentration Account

being the third). However, from the standpoint of NAFAS and

participating field activities, these large concentration

accounts represent the aggregation of hundreds of smaller

bank accounts. Through the MCAS and RCAS, which are operated

by NAFAS, cash assets that are maintained in the concentration

bank accounts at FNB St. Louis are administratively and func-

tionally divided into smaller bank accounts in which the cur-

rent cash balances of each participating field activity are

maintained. These smaller bank accounts are hereafter refer-

red to as MCAS/RCAS bank accounts.

4' Copies of all deposit slips and checks which are written

against the concentration bank accounts by participating field

activities are attached to the accounting source documents

that are forwarded to NAFAS on a daily basis. NAFAS then

debits or credits the appropriate MCAS/RCAS bank account of

each activity by entering the source date received from each

activity into the computerized MCAS and RCAS systems.
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Other than actually serving as the physical repository for

cash receipts, one of NAFAS's primary missions is to perform

all banking services on behalf of participating field activi-

ties that they could normally expect to receive if their

monies were retained in a checking account with their local

bank. Accordingly, NAFAS maintains running account balances,

reconciles the accounts, and forwards monthly financial state-

ments to each field activity. (22]

The foregoing discussion of the accounting-banking relation-

ship which exists between NAFAS, FNB St. Louis, and participat-

ing field activities was included to facilitate a better

understanding of the NAF flows depicted in Exhibit 11-4. Tak-

ing these relationships into account, actual cash outflows

from each of the activities shown in Exhibit 11-4 occur as

presented in the following subsections.

1. NEX's

NEX's utilize pro forma procedures developed by NAV-

RESSO for determining their net profit margin at the end of

each accounting month. From this net profit margin, deduc-

tions are made for reinvestment in the NEX program and other

pre-established exemptions such as snack bar and vending

operations. Following these deductions, the remainder of pro-

fits from each exchange are made available for distribution

to Navy Recreation Funds. Of those profits available for

distribution, current CHNAVPERS policy stipulates that 50

percent be transferred into the NMPC Central Fund and 50
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percent be transferred into the local recreation fund of

Kthe command where the NEX is located. [231

As illustrated in Exhibit 11-4, NAVRESSO coordinates

the collection of NEX profit distributions and their sub-

sequent transfer into the NMPC Central Fund and Recreation

Central Fund Concentration Bank Accounts. Utilizing account-

ing source documents received from NAVRESSO, NAFAS ensures

that debits are properly recorded in the appropriate RCAS

bank accounts of the Recreation Fund Activities for which

local profit distributions are intended. These debits are

reflected in the financial statements which are forwarded

to each Recreation Fund Activity by NAFAS following the end

of each accounting month. [24]

2. Ship's Stores

Ship's stores are retail stores operated aboard afloat

units. They are required to contribute to the NMPC Central

Fund and are currently assessed at the following monthly rates:

a. Personnel allowance of below 500 - 3.5 percent

of total ship's store sales.

b. Personnel allowance between 500 and 1500 - 4.5

percei-.t of total ship's store sales.

c. Personnel allowance above 1500 - 5 percent of

total ship's store sales. [25]
4 As shown in Exhibit 11-4, NAVRESSO coordinates the

collection of ship's store sales assessments and their sub-

sequent transfer into the Central Fund Concentration Bank

- .- Account.
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3. CPS's

*i Profit distributions from CPS's have been the subject

of considerable controversy in recent years, stemming from

the fact that for years CPS profits were used exclusively to

subsidize the Navy Mess System. Through this arrangement,

unprofitable messes have been kept in operation and profit-

able messes have been afforded the opportunity to provide

substantial price breaks on food and drinks to their

customers. [26] Taking exception to this practice, GAO has

pressed for and has been successful in affecting major policy

changes with respect to CPS profit distributions. Briefly

summarized, GAO's position is that unprofitable messes (except

those located in remote areas) should be disestablished,

profitable messes should be self-sustaining, and that CPS

LF profits should be used for general recreation programs to

enable the Congress to ultimately reduce Federally appropriated

funding support for those programs. [27]

With this in mind, 25 percent of all CPS profits are

currently being channeled into the NMPC Central Fund. The

remaining 75 percent of CPS profits are distributed to the

local Commanding Officer of the base or installation where

the CPS is located. (28] The base or installation commander

then has the prerogative of using all or part of these monies

to support local club operations or to direct that they be

put into the local command recreation fund. This "decision

point" is represented as a diamond shape in Exhibit 11-4.
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According to current doctrine, the use of CPS profits to sup-

port local mess operations must be based on a "demonstrated

need." Furthermore, no single mess type (e.g., Officer,

Chief Petty Officer, or Enlisted Mess) is entitled to more

than its pro rata share of CPS profits based on the patronage

of its members. Military patrons are required to indicate

their rank or grade on the sales receipts of all liquor

purchases. These sales receipts serve as the statistical

basis for determining the maximum pro rata share of CPS

profits which can be spent on each local mess. Permission to

forego this pro rata requirement for CPS profit distributions

to local messes must be obtained from CHNAVPERS. [29]

As shown in Exhibit 11-4, cash outflows from CPS's

can ultimately end up in all three of the accounting systems/

concentration bank accounts managed by NAFAS. But this exhibit

does not truly reflect how this is done. As previously dis-

cussed, all CPS sales receipts are deposited locally and sub-

sequently transferred into the Mess Central Concentration Bank

Account. The 25 percent profit distribution ultimately

destined for the NMPC Central Fund is automatically trans-

ferred by NAFAS from the Mess Central Concentration Bank

Account to the Central Fund Concentration Bank Account at

the end of each accounting month. A credit entry is recorded

in the CPS's MCAS account. Profit distributed to local messes

and/or recreation funds are paid out by checks drawn against

4 the MCAS account. In the case of checks made payable to
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local messes, the amount for which the check is written is

debited to the club's MCAS account and credited to the pack-

age store's MCAS account. In the case of checks made pay-

able to local recreation funds, the amount for which the

check is written is transferred from the MCAS account of the

CPS to the RCAS account of the appropriate Recreation Fund

Activity. [30]

Due to recommended changes in CPS profit usage by the

* House Armed Services Committee, by Fiscal Year (FY) 1982, 50

percent of all CPS profit distributions will be directed

* into the NMPC Central Fund. By FY 1983, it is anticipated

that 100 percent of all CPS profits will be deposited in

the NMPC Central Fund. [31] Accordingly, local commanders

will be afforded a diminishing role in the distribution of

CPS profits and many of the procedures which have been pre-

* viously described will no longer apply.

4. Slot Machines

Slot machines are owned and operated by the local

messes or special services departments of overseas Naval

installations. Current policy guidelines stipulate that

50 percent of slot machine profits will accrue to the activ-

ity owning the machines and that the remaining 50 percent

* will be distributed to the NMPC Central Fund. However,

local Commanding Oficers are accorded the flexibility of

evaluating the needs of each mess and the Special Services

Department within their command and may, at their choosing,
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direct that all retained profits accrue to the activity where

the slot machines are physically located, normally on or

adjacent to clubs. [321 Furthermore, all or part of the NMPC

Central Fund assessment has been waived in recent years in an

attempt to improve the solvency of overseas messes. (331

5. BOQs

BOQs typically generate monies from service charges,

linen charges, rental charges, and sundry sales and are cur-

rently required to contribute three percent of their total

sales revenue to the NMPC Central Fund. [34] This assessment

stems from the fact that BOQs are required by Congressional

mandate to use civilian NAF employees in clerical, bookkeeping,

and janitorial positions rather than military personnel. Ac-

cordingly, the NMPC Central Fund supports the cost of general

administration, accounting, Certified Public Accountant audit,

insurance and NAF employee benefit programs for BOQs. Central

Fund assessments are levied on BOQs to defray these costs.

Exhibit 11-4 illustrates how BOQs participate in the MCAS.

Sales assessments on BOQs are automatically computed and trans-

ferred by NAFAS from the MCAS account of the BOQ to the Central

Fund Concentration Account on a monthly basis. [35]

6. Motion Pictures

The NMPC Central Fund currently provides approximately

five million dollars to the Fleet Movie Program on an annual

basis. Consequently, shore based movie theaters are required

to remit approximately 50 percent of their revenues (e.g.,
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42 cents out of each 85 cent admission charge) from theater

admissions to the Navy Motion Picture Service (MPS), Brooklyn,

New York. MPS then forwards these monies to NAFAS for sub-

sequent deposit in the NMPC Central Fund Concentration Basic

Account. As depicted in Exhibit 11-4, revenues which are

left over after the NMPC assessment are deposited in local

recreation funds and ultimately end up in the Recreation

Central Concentration Bank Account. In return, local recrea-

tion funds are used to defray the costs of operating the

theater. [36]

7. Navy Open Messes

As shown in Exhibit 11-4, Navy Officer, Chief Petty

Officer, and Enlisted Messes participate in the MCAS and

Mess Central 'oncentration Banking System. In the manner pre-

viously described, revenues from operations are locally depos-

ited and subsequently transferred into the Mess Central

Concentration Bank Account via depository transfer check. [37]

Exhibit 11-4 accurately reflects the fact that Navy Messes

are not currently required to contribute to the NMPC Central

Fund.

8. Recreation Fund Activities

It has been a long standing Naval tradition that

dCommanding Officers of units afloat and ashore be granted

the authority and responsibility for providing for the morale

and welfare needs of their subordinates. This tradition has

been perpetuated by the philosophy that local commanders are

51

4



in the best position to observe and judge what the recreational

needs of their subordinates actually are. In keeping with this

tradition, general recreation programs are, as previously men-

tioned, administered and controlled through a series of local

command and major command recreation funds. At the end of FY

1979, 857 recreation funds were in operation throughout the

Navy. Of these, 166 were designated participants of the Rec-

reation Central Accounting System (RCAS) operated by NAFAS.

One hundred sixty-four activities currently participate in

the system. Generally speaking, RCAS participants consist of

major command (e.g., CINCPACFLT, CINCLANTFLT) Recreation Fund

Activities and the Recreation Fund Activities of significant

shore based establishments, which are located both in the

continental United States (CONUS) and abroad. [381

As shown in Exhibit 11-4, Recreation Fund Activities

do not contribute to the NMPC Central Fund nor are they

expected to. On the contrary, they are the primary entities

for which Central Fund dollars are generated and targeted.

Although they are not expected to generate profits, Recrea-

tion Fund Activities are required to budget for and maintain

various levels of self-sufficiency in the operation of local

recreation programs. Assigned levels of self-sufficiency are

established by NMPC-65 and take into account projected in-

come from participation fees or charges for the use of localli equipments and facilities by military patrons and income from

recreation resale activities (e.g., golf pro shops, snack bars

at bowling alleys). (391
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The final topic for discussion in connection with

Exhibit 11-4 is the NMPC-65 Central Fund Investment Admin-

istrator whose job underscores the theory and objectives of

concentration banking. Working in close conjunction with

NAFAS and FNB St. Louis, the investment administrator is

responsible for generating investment earnings on the cash

assets of the NMPC Central Fund (Central Fund Concentration

Bank Account). This individual is also authorized to borrow

from and temporarily invest idle cash balances of the Mess

Central and Recreation Central Concentration Bank Accounts

which are considered to be in excess of the aggregate daily

operating requirements of participating field activities. (40]

Funds borrowed in this manner are referred to as MCAS/RCAS

* Loan Payables.

Current policies authorize the Investment Administra-

tor to invest in short term certificates of deposit (CDs),

treasury issues, the issues of other federal agencies, minor-

ity banks and overnight repurchase agreements. Investments

in repurchase agreements are necessitated by the fact that at

least part of the investment portfolio must be available for

immediate liquidation in the event that the daily cash operat-

ing requirements of MCAS/RCAS field activities are greater

than projected and cause the Mess Central or Recreation Central

Bank Accounts to be drawn below the minimum compensating

balances required by FNB St. Louis. (41] According to the

current investment administrator, forecasting the daily cash
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requirements of MCAS/RCAS field activities is more of an art

than a science and frequently involves a significant amount

of guesswork in addition to daily telephone reports from FNB

St. Louis advising of current fund balances within the Mess

Central and Recreation Central Bank Accounts. NAFAS supports

the investment process of keeping the investment administrator

informed of daily cash deposits and withdrawals from the Cen-

tral Fund Concentration Bank Account. Using informal memo-

randa received from the investment administrator, NAFAS also

posts all outstanding investments to the general ledger of

the Central Fund Accounting System and ensures that accrued

interest earnings on these investments are recorded on a

monthly basis. (42]

Prior to the implementation of centralized accounting

and banking procedures, significant amounts of idle cash lay

dormant in the local "five percent" savings accounts and

checking accounts of MWR field activities. [43] This practice

became increasingly unacceptable in light of rising economic

inflation and the increased earnings potential of short term

debt instruments. A recent monthly investment summary pre-

pared by the investment administrator (Appendix C) shows that

investment earnings under the concentration banking system

approximate one million dollars per month or 12 million dol-

lars per year. Appendix D shows that budgeted operating

costs for NAFAS for FY 1981 are 1.2 million dollars or .1

million dollars per month. In the opinion of the author,
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[ • these figures strongly attest to the advantages of concentra-

tion banking in terms of improving the Navy's NAF posture as

a whole.

Exhibit II-5 schematically completes the NAF flow

process in which NAFAS participates and traces the outflows

of cash from each of the three concentration bank accounts

to recipient activities and programs. Like Exhibit 11-4, this

exhibit is a somewhat simplified representation of a more

complex reality and is not intended to stand alone in the

absence of supporting discussion.

The redistribution of Central Fund monies is a strin-

gently controlled process which begins with the Navy's MWR

Policy Board. Chaired by CHNAVPERS, the MWR Policy Board

consists of flag representatives from seven major naval

commands. [441 The Chief of Chaplains and the Commanding

Officer, NAVRESSO are also assigned to the board, which is

required to meet not less than annually to discuss and

develop broad policies involving the use of MWR resources

including: programs for the construction or refurbishment

of recreation facilities, area MWR problems and requirements,

and the financial condition of existing MWR programs, both

individually and as a whole. Policies involving assessments

and profit collections on behalf of the NMPC Central Fund

are established by the MWR Policy Board. [45]

NMPC-65 is responsible for translating the broad

policies of the Navy's MWR Policy Board into the programming
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and budgeting guidance from which the annual NAF budgets of

* -*.. MWR field activities are prepared. Budget guidance pertain-

ing to Navy Messes, CPSs and BOQs is formulated and forwarded

separately from that governing Recreation Fund Activities.

Among other things, guidelines for budget preparation typical-

ly include a discussion of constraints on funds availability,

inflation factors to be considered, a discussion of major

policy revisions, self-sufficiency standards, budget submission

deadlines, and various details associated with forms comple-

tion and budget formatting. [461

Field activities are required to submit their annual

NAF operating budget requests to NMPC-65 for review. In those

instances where the budget submission of a particular field

activity is considered to be vague or not in keeping with

promulgated guidance, interim communications in the form of

telephone calls and written correspondence normally ensue

between NMPC-65 and the requesting activity. Ultimately,

NMPC-65 forwards the results of individual budget reviews in

letter format to the originating activity, stipulating the

amount of funds which are to be made available for the forth-I

coming fiscal year. Where applicable, reasons are given for

not funding the activity's requested budget amounts.

It should be noted that Exhibit I-5 is divided into

two halves. The upper half of this exhibit depicts the pro-

grams and purposes for which NMPC Central Fund monies aze

4 disbursed. The lower half of this exhibit merely serves as
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a reminder that Messes, CPSs, BOQs, and Recreation Fund Activi-

ties actually receive their monies through appropriate debits

to the Mess Central or Recreation Central Concentration Bank

Accounts and credits to the Central Fund Concentration Bank

Account. These transactions are recorded by NAFAS in accord-

ance with the funding approval letters which are forwarded to

field activities by NMPC-65. [48]

Exhibit 11-6 summarizes the yearly dollar amounts of

cash inflows (sources) and outflows (uses) through the NMPC

Central Fund during the period FY 1977 - FY 1979, and is

intended to reinforce both Exhibit 11-4 and the upper half of

Exhibit 11-5. As-shown in this exhibit, over 50 percent of

NMPC Central Fund monies were disbursed to various MWR field

activities in the form of Operations/Equipment grants and

Facilities Improvement Grants during the stated period.

• The category "Operations/Equipment" grants consists

of two types of grants -- operating grants and grants for the

purchase of capital equipments which exceed 100 dollars in

unit acquisition value and have a life expectancy of more

than one year. Operating grants are primarily used to main-

tain the operating solvency of worldwide recreation programs.

Recreation Fund Activities are required to maintain

minimum levels of self-sufficiency in their operations. These

self-sufficiency levels are based on a fixed percentage of

the total dollar resources required to operate existing local

recreation programs. For example, if the total cost of
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operating all local recreation programs at an activity is

$100,000.00 and the assigned self-sufficiency level for the

activity is 70 percent, then the activity is expected to

generate $70,000.00 in revenues from local participation fees

and charges and (e.g., golf fees, swimming pool admission,

equipment rentals) and recreation resale activities (e.g.,

golf pro shop, snack bars). Projected NEX and CPS profits

are then added to this self-sufficiency figure to determine

the size of the operating grant which the activity must

request from the NMPC Central Fund in its annual operating

budget submission to NMPC-65. [49]

The use of operating/equipment grants in the afore-

mentioned manner offers the following advantages from a head-

quarters perspective:

1. Mandates justification for equipment purchases, there-

by controlling frivolous purchases of unnecessary equipments.

(50]

2. Ensures that equitable recreation programs and ser-

vices are made available to military personnel at remote or

isolated installations or at commands where NEXs and CPSs are

either non-existent or unprofitable. This is done by varying

the required level of self-sufficiency among field activities.

4 In some instances, recreation fund activities must rely on

NMPC Central Fund monies for nearly 100 percent of their

operating needs. On the other hand, profitable field activi-

ties may be required to sustain a self-sufficiency level of
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as high as 70 percent and are strongly encouraged to attain

even higher levels of self-sufficiency. [51]

3. Improves efficiency by forcing local commanders and

Recreation Fund Managers to develop and expose their financial

plans for the operation of local recreation programs. This

reduces or eliminates the frivolous use of recreation revenues

by profitable commands at the expense of less profitable

commands. (521

4. Provides a mechanism for ensuring compliance with

promulgated MWR policy decisions. For example, operating

budget reductions can be invoked on local commands for failing

to comply with directed cutbacks in NAF personnel. Similarly,

budget reductions can be used to force local commands to raise

their participation fees and charges if going rates are deemed

disproportionately low relative to the costs of operating

local programs. [53]

Facilities improvement grants are used to fund various

types of construction, alteration, maintenance, and repair

projects from the NMPC Central Fund on behalf of MWR field

activities. A detailed discussion of the various procedures

which are involved in the requesting and subsequent approval

of facilities improvements grants is considered to be beyond

* the scope of this study. However, the following items deserve

mentioning:

1. Requests for facilities improvement grants are not

integral to the previously discussed annual operating budget
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submissions of the various MWR field activities, but are

processed separately. [54]

2. An ongoing program for the prioritization and funding

of facilities improvements is operated in parallel with the

previously described program of operating grants which are

used to fund the solvency needs of various field activities.

(55]

3. In a manner similar to that of operating/equipment

grants, the centrally controlled disbursement of facilities

improvement grants is designed to ensure that the benefits to

be derived from facilities improvements equitably accrue to

all Navy personnel on a worldwide basis. [56]

4. When directed by NMPC-65, NAFAS is responsible for

debiting the appropriate MCAS/RCAS accounts for the amounts

authorized in the facilities improvement grants. These debits

are not recorded as block grants. Instead, the MCAS/RCAS

accounts are debited on an incremental basis when successive

stages of construction and/or refurbishment are completed by

the project contractor. [57]

Although a financial framework exists for the funding

of grants and loans to Recreation Fund Activities, Messes,

CPSs, and BOQs from the NMPC Central Fund, priorities for

their funding and the policies limiting their use vary between

program categories. The following briefly summarizes some

of these differences:
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1. As a whole, Recreation Fund Activities routinely

receive operating, equipment, and facilities improvement

grants and loans on an ongoing basis due to the high priority

for achieving equitable Navy-wide Recreation programs and the

need for supplemental funding in order to sustain them. [58]

2. Although Messes and CPSs are eligible for and fre-

quently receive grants and loans for facilities improvements,

they are required to be self-sustaining in terms of their

normal operations. This means that they are required to

generate sufficient net profits to provide for their operat-

ing expenses, loan repayments, and capital expenditures. Ac-

cordingly, operat-ing grants for Messes and CPSs are infrequent,

discouraged, and authorized only under extraordinary

circumstances. [59,60]

3. Monies from the NMPC Central Fund are used to defray

!- certain personnel-related and administrative costs associated

with operating BOs. These costs are paid for via direct

billings to NAFAS and not via operating grants. (61] Hitherto,

BOQs have been ineligible for grants and loans from the NMPC

Central Fund. However, as of this writing, this policy is

being changed to allow loans and grants to be made available

for:

a. Initial resources to newly established BOQs.

b. To cover unforeseen expenses resulting in deficit

cash positions.
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c. To procure equipment or furnishings that cannot be

purchased with appropriated funds or cannot be economically

and systematically acquired through the use of available

billeting fund revenues.

d. To fund required minor construction, alterations,

repairs, or improvements for which appropriated funding is

not available. [621

As shown in Exhibits 11-5 and 11-6, other uses of

NMPC Central Funds include the costs of operating the Recrea-

tional Services Division and a cadre of general services and

*programs which are operated on behalf of the various MWR

activities within the Navy. A detailed disctssion of each of

these general services and programs is considered irrelevant

to the central focus of this study. However, the costs

associated with providing them are summarized separately at

the bottom of Exhibit 11-6.

In concluding this overview of the NAF flow process,

it must be emphasized that procedures governing the flow and

control of NAFs within the DON are dynamic with respect to

time and are continuously modified from year to year. For

example, beginning in FY 1982, equipment grants will apply to

the purchase of nonexpendable property with a unit acquisition

cost of $300.00 and a useful life of two years in lieu of the

previously mentioned $100.00/i year criteria which are cur-

rently used. [63] Therefore, many of the details contained in

the author's narrative are applicable to the present, but may
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not be of long-lasting duration. This notwithstanding, it is

believed that the overrriding objective of showing what NAFAS

does within the larger context of the NAF flow process has

been achieved and that the basic mission of NAFAS is not

likely to be drastically altered within the foreseeable

future.

C. THE MISSION AND ORGANIZATION OF NAFAS

The intent of the preceding section was to briefly describe

the broad policies and the investment philosophy behind the

Navy's centralized accounting and banking system. Contrast-

ingly, this section focuses on the specifics of centralized

*accounting and banking procedures by:

1. Describing how accounting and banking operations with-
in NAFAS are internally structured.

2. Reviewing the administrative requirements which NAFAS
imposes on field activities in terms of the timing and flow
of accounting source documents into the MCAS and RCAS.

3. Describing the products and services which NAFAS pro-
vides to participating field activities.

4. Describing the measures and standards with which
NAFAS evaluates its own performance.

.4 Exhibits 11-7 through II-10 detail the organizational

structure of NAFAS. As shown in Exhibit II-7, NAFAS is

divided into three functional departments -- the Central Fund

Accounting Unit (CFAU), the Field Accounting and Banking Ser-

vices Unit (FABS), and the Production Systems Unit (PSU).

Exhibits 11-8 through II-10 further specify the organizational

.4 structure within each of these three departments.
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The CFAU is tasked with accounting for all revenues and

expenditures flowing into and out of the NMPC Central Fund.

To this end, it is the responsible department within NAFAS

that works closely with FNB St. Louis and other management

personnel within NMPC-65 in overseeing the collection of

assessments, profit distributions, and investment earnings

on behalf of the NMPC Central Fund; coordinating the internal

transfer and redistribution of funds between the three con-

centration bank accounts; and making cash payments on direct

billings for which the NMPC Central Fund is liable. [64] Due

to its small size and specialized function within NAFAS, the

CFAU is not responsible for interfacing with field activities

in the routine matters of day to day accounting and banking

and is therefore accorded little subsequent discussion in this

study.

Unlike the CFAU, the Field Accounting and Banking Services

Unit and the Production Systems Unit are directly involved in

the ongoing provision of accounting and banking services and

the preparation of monthly financial reports on behalf of

MCAS and RCAS participants. (65] Significant discussion is

devoted to these two units in subsequent paragraphs. However,

a thorough understanding of what they do can best be achieved

by first introducing the accounting source documents around

which their operations revolve.

The accounting source documents which are fed into the

MCAS and the RCAS are sufficiently different in format to
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warrant that they be presented and discussed separately.

Resultingly, source documents associated with the MCAS are

discussed first, then followed by a similar discussion of

those which are used with the RCAS. In reviewing these

source documents, three things should be kept in mind.

First, the frequency of submission is not the same for each

accounting docum1ent. Secondly, these documents are summary

in nature and are designed to provide aggregate accounting

data on all operations within the designated NAFI (e.g., MCAS

or RCAS activity) that is responsible for completing them.

Thirdly, because they are summary in nature, the requirement

to complete these forms exists in addition to the normal

record-keeping requirements of field activity accounting

such as general joirnals, subsidiary ledgers, and other

accounting records. As a result, the following review of

MCAS and RCAS source documents is also designed to provide

insights into the additional paperwork requirements which

are levied on participating field activities in support of

these centralized accounting systems.

4 For the purposes of clarity and additional reinforcement,

Exhibit II-11 schematically reiterates the flow of accounting

source documents into NAFAS that was previously described in

this chapter. Exhibits 11-12 through 11-25 are provided in

support of the following discussion of MCAS source documents:

1. The Daily Activity Record Summary (DARS) (NAVCOMPT

Form 2217) is shown in Exhibit 11-12 and is submitted to NAFAS
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on a daily basis for the purpose of providing a one page sum-

mary of the earninas of all operations within the MCAS

Activity (e.g., applicable Mess, CPS, or BOO) from the pre-

vious day. Included in this report is the amount of cash

which was deposited in the MCAS activities local bank account

as a result of the previous day's sales. A duplicate deposit

slip (Exhibit 11-13) is forwarded to NAFAS with each DARS.

Exhibits 11-14 and 11-15 illustrate how the DARS is prepared

from a series of local Daily Activity Records which are col-

* lected from various cash collection points within the

activity. The DARS is a summary of all the individual Daily

Activity Records. [66]

2. The Remittance Statement with Check (BUPERS Form 41)

- "- is pictured in Exhibit 11-16 and is the form used by MCAS

participants to pay all incurred indebtedness with the excep-

tion of petty cash and authorized imprest accounts. As shown

in Exhibit 11-16, this form consists of an original and three

detachable copies. The original copy is provided to the ven-

dor to whom payment is being made and contains a detachable

check below the dotted line. The second (yellow) copy of the

form is forwarded to NAFAS on the day that the check is issued.

Remittance statements with checks are issued in strict numer-

ical sequence and each check must be accounted for. As illus-

trated, checks are drawn against the Mess Central Concentration

Bank Account at FNB St. Louis. [67]
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Original and two (2) copies of local deposit slip
prepared.

DISTRIBUTION OF DEPOSIT SLIPS

The original copy will accompany the deposit. After deposit
is receipted for by the bank, the duplicate copy will be
attached to the original applicable Daily Activity RecordSummary (NAVCOMPT Form 2217) which is f!rwarded to the Mess
Central Accounting Unit.

The triplicate copy will be attached to the duplicate copy
of NAVCOMPT Form 2217 which is retained by the Mess/
Consolidated Package Store.
NOTEz On the duplicate and triplicate copies of the local
deposit slip, indicate the Daily Activity Record Sunmary
Number.

Exhibit 11-13. Distribution of Deposit Slips
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r" .,MW. -'1 REMITTANCE STATEMENT WITH CHECK
Consolidated Package State I z -- y~,~- 2UC "MGO
MBS. Patasent Rivr,0

Maryland 20470 10 000 04. S8-A4.0 74 35 21

.... tmt c..n...u[ ,M*

I*e
I
C NvOR | .CCO.NT I GO55 AMOUNT O!SCOU't -coU" OI[? * cun?€OATS NU"GSU~l~ l GuOJMIG ..[ ,C

_.-____- A6325 30 3, 2.50 $ 382.50

.OTALS Wis 38 2 .5 0  S S82 50

BUREAU OF NAVAL PERSONNEL No. A- 074352
CENTRAL MESS FUND

PIN ,

PAY S 0S382.50-a -
Coca-Cola 3attlinq Company
P. 0. Box 1422
Leonardtovn, maryland 20650

SUPIAS MCAU Cv [YELLOW)

NUMERICAL FILE CO"Y(EI
ALP14WICA. , cot (PliNKl)

Exhibit 11-16. Remittance Statement with Check (BUPERS
_ Form 41)
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3. The General Journal Voucher (NAVCOMPT Form 2218) is

used to record accounting entries that do not involve the

movement of cash and are not practical to make on any other

form submitted to the central accounting unit. The form is

designed to permit the recording of several accounting entries

on a single form. Some of the uses of this form are:

a. to adjust or correct entries previously recorded.
(Once a document has been forwarded it cannot be
cancelled.) Reversing or adjusting entries will be
made on a general journal voucher;

b. to record the liability and expense for the employer's
share of FICA taxes;

c. to adjust the property accounts for fixed assets
transferred or dispoed of;

d. to record depreciation expenses for fixed assets
originally procured with nonappropriated funds;

e. to record a loss or gain by inventory of fixed
assets in conjunction with a physical inventory;

f. to record the receipt of fixed assets that have not
been paid for;

g. to accrue expenses when it is not desired that such
accounting entries be automatically reversed by the
central accounting unit. For example, when accruing
the monthly BUPERS sales assessment.

Exhibit 11-17 illustrates a typical use of the general jour-

nal voucher. (681

4. The Issue/Transfer Summary (NAVCOMPT Form 2220) is

used to summarize all interdepartmental issues and requisi-

tions which occur within an MCAS activity. These forms may

be prepared as often as necessary, but in any event, they

must be prepared and forwarded to NAFAS on at least a weekly

basis. Exhibit 11-18 illustrates the use of the Issue/Trans-

fer Summary. (691
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2. I (NIAVCOMPT FORM 2220)

The 1isSU/transfer suary is used to summarize the requisitions
used by an activity and reduce the amount of documentation
that must be forwarded to the central acccunting unit. 7t
may be prepared as often as deemed necessary at th ntdi4vidual

4activity but it must be prepared and forwdarded to the central_
accounting unit at least weekly. Debit and credit amount
totals from individual requisit'ons are reported separately
on the fo0=, not lumped together into a single amount.

copy, with supportingq bookkeeper copies of requisitions is -

filed in numerical sequence at the activity.

REF MEINCE: Paragraph 430.3 of NTAVSO P-3S20

I p .. o .. 3.

W@:2 ? OUST IC1 UMPTS3 "0 ACC:NI MT RIOTS1 44 r31? S(PLI*ThL7.

4Exhibit 11-18. Issue/Transfer Summary (.NAVCOMPT Form 2220)
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Exhibit 11-19. Payroll Surmmary (NAVCOMPT Form 2216)
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5. The Payroll Summary (NAVCOMPT Form 2216) (Exhibit

11-19) is used, at the end of each pay period, to summarize

the payroll and properly distribute payroll costs and employee

* deductions to the appropriate accounts. The payroll summary

is filled out regardless of whether employees are paid by

check through either the centralized bank or an authorized

imprest bank account that is locally maintained. Data from

this form is not posed to the remittance statement portion

of checks used for payroll purposes. [70]

6. The Monthly Ending Inventory Summary (NAVCOMPT Form

2221) is shown in Exhibit 11-20 and is used to report the

monetary value at cost (First-in, first-out method of costing)

of inventories on hand at the end of an accounting month.

Departmental ending inventories may be valued using the last

invoice price method. (71]

7. The Accrual Journal Voucher (NAVCOMPT Form 2219)

(Exhibit 11-21) is used to report all goods and services

received but not paid for at the end of the accounting month.

Such accruals are reported to NAFAS to record expenses and

liabilities to the proper accounts in the month in which

they become liabilities. Failure to accrue these payables

each month will result in a misstatement of expenses and net

profit in both the month the goods and services are received

and the month they are paid. All entries reported on the

accrual journal voucher are automatically reversed at the

beginning of the following month by the central accounting

unit. (72]
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8. Transmittal Envelope (BUPERS Form 40) is used by

MCAS activities to forward all accounting source documents to

NAFAS. These envelopes play an important role in the orderly

processing of accounting source documents when received by

NAFAS and therefore warrant specific discussion of their

details. Az shown in Exhibit 11-22, a printed form is located

on the back of each envelope, which requires that the submit-

ting activity specify the two digit month (e.g., 01 for Jan-

uary), a two digit sequential envelope number (e.g., 01 means

that it is the first envelope of the accounting month), and

an assigned four digit activity identification number. The

form also requires that MCAS activity bookkeepers summarize

the contents of each envelope by identifying the local sequen-

tial number of each check or other source documents which

are contained inside the envelope. The total dollar amounts

of checks, deposits, and debits to other forms must also be

indicated. From these various subtotals, an envelope

"control" total must be developed to serve as a cross-check

of the accuracy of the subtotals. Once this has been done,

.4" the MCAS activity bookkeeper is required to sign and date the

envelope prior to mailing. If the contents of the envelope

constitute the field activity's last source document submis-

4 sion for the accounting month, the box labelled "Final Envel-

ope This Month" should be marked by the bookkeeper to let

NAFAS know that all accounting documents for the activity

have been submitted for the ending accounting month. [73]
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MONTHLY ENDIZNG NVENTORY SLMMARY (NAVC=MPT .OQ 2221)
Procedure. Th1e ending inventory summary is prepared at he -t

,s. end of eac. accounting month to summarize inventory records
at te activity and adjust the inventory accounts to their
proper value. The original monthly ending inventory suxmaz-r
3is forarded to the central accounting -.nit within three

wor ing days after the end of the accounting month. The
"u. licate copies of the form, with the original ccpes cf
the support.ing Inventory records attached are filed in
numerical sequence at -he activity. :f an activity has no -
4aventoryr to ,eport a form will be oreared wt.-h zer3 entries.

RW: T-EN-: Paragraph 430.7 of .AVSO P-3520

Exhibit 11-20. Monthly Ending Inventory Sumnary (NAVCOMPT
:- Form 2221)
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Exhibits 11-26 through 11-35 display the accounting

source documents which are used by Recreation Fund Activities

in support of the RCAS. Although RCAS participants do not

use the same accounting forms that MCAS activities use, the

purpose of these forms is, in many instances, nearly identi-

cal with previously discussed MCAS source documents. Thes

similarities are emphasized in the following:

1. The Daily Cash Report (CDR) (NAVCOMPT Form 2142) is

essentially the RCAS equivalent of the MCAS Daily Activity

Record Summary (DARS). Shown in Exhibit 11-23, the DCR is a

one page recap of all earnings which occur each day within

a Recreation Fund Activity, including the amount of cash

which was collected from each local recreation activity and

deposited into the Recreation Fund Activity's local bank

account. Like the DARS, the DCR is prepared from a series

of Daily Activity Records which are received from various

cash collection points, as previously illustrated in Exhibits

11-14 and 11-15. Duplicate bank deposit slips must also be

forwarded with each Daily Cash Report that is submitted to

NAFAS. 174]

2. Pictured in Exhibit 11-24, the Remittance Statement

with Check (BUPERS Form 4) serves exactly the same purpose as

the BUPERS Form 41 (previously illustrated in Exhibit 11-16),

except that the check portion is written against the Recrea-

tion Central Concentration Bank account at FBN St. Louis

4 rather than the Mess Central Concentration Bank Account. Like
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MCAS activities, RCAS participants are required to pay for

all incurred indebtedness using these prenumbered checks,

with the exception of petty cash and authorized imprest

accounts. Checks are issued in strict numerical sequence

and each must be strictly accounted for. [75]

3. The General Journal Voucher (NAVCOMPT Form 2143)

(Exhibit 11-25) is the RCAS equivalent of the NAVCOMPT Form

2218 which is completed by MCAS activities. As such, it is

used to record accounting entries that do not involve the

movement of cash and are not practical to make on any other

form submitted to NAFAS. The General Journal Voucher is

designed to permit the recording of several accounting entries

on a single form. Typical accounting entries associated with

this form are identical to those previously cited in the

narrative discussion on NAVCOMPT Form 2218 and Exhibit 11-17.

(76]

4. The Payroll Summary (NAVCOMPT Form 2141) (Exhibit

11-26) is used at the end of each pay period, to summarize

the payroll and properly distribute payroll costs and employee

deductions to the appropriate account. It serves the same

purpose for RCAS activities that NAVCOMPT Form 2216 (Exhibit

11-19) serves for MCAS activities. [77]

5. The Departmental Summary Record (NAVCOMPT Form 2146)

is shown in Exhibit 11-27 and is used to summarize at the

end of the month the retail price changes of resale

merchandise. It is also used to report the retail value of
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resale merchandise on hand as verified by a semi-annual

physica) inventory. This accounting document is summary in

nature due to the fact that all retail price changes must be

locally documented on NAVCOMPT Form 2145 (Exhibit 11-28).

Merchandise for only one department may be listed on each

form and only either markups or markdowns may be entered on

each form. After initial preparation and approval of the

price change, the original of the form is forwarded to the

appropriate sales location, where the quantity on hand is

entered, and the description, present price and other data

on the form are verified. As prices are changed, the employee

actually making the change initials the form and returns it to

the bookkeeper for verification of extensions and totals. As

originals are returned to the office, the duplicates are

S destroyed. Forms are issued in strict numerical sequence and

all forms accounted for. At the end of each month these forms

are summarized on a Departmental Summary Record (NAVCOMPT

Form 2146). [781

6. The Accrual Journal Voucher (NAVCOMPT Form 2144)

(Exhibit 11-29) is the RCAS counterpart of the BUPERS Form

2219 (Exhibit 11-21) which must be completed by MCAS

activities. As such, it is used to report all goods and

services received but not paid for at the end of the account-

ing month. Such accruals are reported to NAFAS to record

expenses and liabilities to the proper accounts in the month

in which they become liabilities. Failure to accrue these
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payables each month will result in a misstatement of expense

and net profit in both the month the goods and services are

received and the month they are paid. All entries reported on

the accrual journal voucher are automatically reversed at the

beginning of the following month by NAFAS. [791

7. The Purchase Order Form (NAVCOMPT Form 2147) (Exhibit

I1-30) is unique to Recreation Fund Activities and must be

prepared for the purchase of resale items within each recrea-

tion resale department (e.g., golf pro shop). At the end of

each month the total amount of all outstanding purchase orders

is submitted by letter report to NAFAS in the final transmit-

tal envelope for the month. Purchase orders must be serially

prenumbered and each accounted for. [80]

8. The Transmittal Envelope (BUPERS Form 1700) is illus-

trated in Exhibit 11-31 and is used by RCAS activities to

forward all accounting source documents to NAFAS. Envelopes

are numbered sequentially throughout the accounting month

beginning with 01 for the first submission of the month. The

final transmittal envelope for an accounting month must be

marked "final" and mailed not later than the third working

day following the close of the accounting month. Envelopes

may only contain accounting documents for a single account-

ing month. For example, if an activity is prepared to send

its second data transmittal for March and the monthly ending

inventory summary and the accrual journal voucher for February,

two transmittal envelopes would be prepared. One would be
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marked "FINAL" and contain the two final submissions for

February. The other envelope would contain the March data

submission. As shown in Exhibit 11-31, RCAS transmittal

envelopes have printed forms on their reverse side which,

like MCAS envelopes (Exhibit II-22), are used to summarize

the type and dollar amounts of accounting source documents

that are contained inside when forwarded to NAFAS. (81]

Upon reaching NAFAS, MCAS and RCAS transmittal envelopes

are delivered to the Production Systems Unit (PSU), where

the accounting source documents inside them are subjected to

thorough review and highly controlled processing. Exhibit

11-32 flowcharts the handling of accounting source documents

within the PSU, which begins with the logging and opening of

transmittal envelopes and a detailed inspection of their

contents by PSU audit clerks. These audit clerks are res-

ponsible for validating the accuracy and properness of the

accounting entries within each source document. They are also

responsible for ensuring that the sequential numbers and

dollar amounts of enclosed source documents match the sequen-

tial document numbers and control totals which are listed on

the reverse side of each transmittal envelope. (See exhibits

11-22 and 11-31) When accounting errors are detected by audit

clerks, those which are routine or minor in nature are cor-

rected by NAFAS and processed onward. Accounting documents

which are grossly in error and cannot be logically corrected

by NAFAS are set aside. The submitting field activity is then
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contacted by either phone or mail. If contacted by mail,

pro forma discrepancy notices such as that illustrated in

Exhibit 11-33 are used by NAFAS to convey the nature of the

problem to the submitting field activity and corrective

action, if any, which was taken by NAFAS to reconcile the

source document submission. (82]

When the accounting source documents within a transmittal

envelope have been declared "Valid" by a PSU audit clerk, the

reverse side of the transmittal envelope is initialed by

that individual in the applicable box labelled "MCAS Use

Only" or "RCAS Use Only." After four or five valid envelopes

have been accumulated, they are batched together and forwarded

to the key-entry room, which is located adjacent to the NAFAS

computer room. [831

As shown in Exhibit 11-32, batched deliveries of trans-

mittal envelopes are logged by batch number upon their arrival

within the keypunch room. Batches are then distributed by

the key entry supervisor to various keypunch operators, who

then transcribe the information contained within each account-

ing source document onto a cathode ray tube (CRT) display

terminal. When the contents of accounting source documents

have been transcribed onto a CRT terminal by the assigned

keypunch operator, a second keypunch operator verifies the

accuracy of the first operator's key entries. Assuming that

the key entries have been performed correctly, the accounting

source data are then transmitted into the NAFAS computer,
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which is programmed to perform MCAS, RCAS, and other

operations. The reverse side of MCAS and RCAS transmittal

envelopes must also be initialed by both the keypunch operator

and keypunch verifier. (84]

A detailed discussion of the various computer routines

and control reports associated with the operation of the

NAFAS computer system is beyond the scope of this study.

However, the following features deserve mentioning:

1. Updated accounting data for each RCAS and MCAS
activity are physically stored in the computer's main memory
on a perpetual basis.

2. As shown in Exhibit 11-32, all daily accounting
transactions are recorded on magnetic tape as a back up to a
possible computer failure or in the event of damage or fire
to the computer's central processing.unit.

3. The input of daily transactions into the computer is
monitored by the computer itself, which is programmed to de-
tect accounting errors not previously identified by either the
audit clerks or keypunch operators. During the course of
processing transactions, the computer is programmed to pre-
pare and print a series of control reports at the end of each
computer run, which are collectively referred to as a "JOB-I".
The importance of JOB-i reports cannot be overstated since,
among many other things, they are used by NAFAS personnel to
validate the cash totals within the computer that ultimately
serve as the basis for initiating the transfer of cash from
the local depository accounts of MCAS and RCAS activities to
the concentration bank accounts at FNB St. Louis.

4. JOB-1 computer runs are scheduled twice daily in
preparation for bi-daily data transfers between NAFAS and a
computer located at FNB St. Louis. Data transfers are ac-
complished through the use of magnetic tape recordings which
are transmitted via teleprocessing at 7:30 a.m. and 12:30 p.m.
Eastern Standard Time. The transmission of accurate electronic
data to FNS St. Louis is extremely critical since it auto-
matically triggers the computerized preparation of Depository
Transfer Checks (DTCs) by the central bank. Invalid data may
result in the automatic initiation on invalid cash trans-
fers from the local depository bank accounts to MCAS and RCAS
activities to FNB St. Louis. When this occurs, invalid cash
transfers cannot be reversed by the central bank, resulting
in local bank overdrafts. NAFAS must then handwrite reimburse-
ment checks to the local banks that were affected by the
erroneous transfer.
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5. In addition to cash controls, JOB-i computer reports
serve the administrative needs of the Production Systems
Unit. Among other reports, the computer is programmed to
produce error listings, a list of valid envelopes which were
accepted during each computer run, and a running list of all
accounting envelopes which have been received from each field
activity during the accounting month. Examples of these
reports are contained in Appendix E.

6. In addition to the JOB-I Exhibit 11-32 also depicts
a JOB-i-A. The purpose of the JOB-I-A is to centrally col-
lect or distribute loans, grants, and NEX profits between the
NMPC Central Fund and participating field activities.

7. As illustrated in Exhibit 11-32, computer routines
labelled "JOB-2", "JOB-3", and "JOB-4" are used to prepare a
series of comprehensive monthly financial statements on be-
half of each MCAS and RCAS field activity. Having ascertained
that all accounting source documents for a particular field
activity have been submitted and processed for the recently
ended accounting month, that activity is "selected for clos-
ing" through a preparation and submission of a Mess or
Recreation Select Form by the Systems Control/Data Entry
supervisor within the PSU. Since it is common for several
activities to be selected for closing on the same day, the
Select Form allows for the concurrent listing of several
activities in ascending numeric order according to their
activity numbers. As a safeguard against the premature or
erroneous selection of activities which are not actually
ready for closing, a computer routine labelled "JOB-2" is
used to detect and reject those activities which, according to
stored data, do not meet closing criteria. Exhibit 11-34 is
a typical JOB-2 computer listing of activities which have
been selected for closing by the computer. As indicated in
this example, all activities were selected for closing by
the computer. Had one of them been rejected, this would have
been stated in the print-out and would have prompted an in-
vestigation by PSU personnel to determine the cause for
rejection. [85]

The preparation and forwarding of monthly financial

statements by NAFAS is one of the primary benefits (if not

the foremost benefit) which MCAS and RCAS field activities

receive in return for the additional accounting paperwork

which they must prepare in support of the central accounting

and banking system. Participation in the MCAS or the RCAS
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theoretically eliminates the requirement for each field

activity to tabulate and prepare its own monthly financial

statements. Furthermore, the financial statements which are

prepared by NAFAS are, in all likelihood, much more sophisti-

* cated and informative than the financial statements that the

various field activities would either be capable of or in-

clined to prepare on their own.

NAFAS computer routines labelled "JOB-3" and "JOB-4" are

programmed to calculate and print the following financial

reports:

1. Detail General Ledger. (JOB-3)

2. Balance Sheet. (JOB-4)

3. Operations Summary (Income) Statement for the MCAS
or RCAS activity as a whole. (JOB-4)

S4. Departmental Operating Statements for each major
department within the parent MCAS or RCAS activity.
(JOB-4)

5. Fund Status Report (RCAS Activities only) (JOB-4) [86]

Copies of these statements are forwarded not only to field

activity managers, but also to their Commanding Officers,

Immediate Superiors in Command, the applicable Major Claim-

ant (e.g., CINCPACFLT, CINCLANTFLT), and the Field Support

section of the Financial Management Branch within NMPC-65.

NAFAS also retains a complete set of each of these financial

statements for a period of five years. [87]

Exhibits 11-35 through 11-48 illustrate the types of

financial statements and management information which are

made available to field activity managers as a result of
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their p-rticipation in the MCAS and RCAS. Exhibit 11-35

offers an abbreviated version of a Detail General Ledger for

an MCAS activity, but is also representative of the general

formatting of the Detail General Ledgers which are provided

to RCAS activities. The purpose of the Detail General Ledger

is to recapitulate, in detail and summary form, all account-

ing transactions which affected the accounts of a participat-

ing field activity during the preceding accounting month.

Accordingly, it summarizes not only the accounting trans-

actions which were submitted by the field activity itself,

but also those originated by the Central Fund Accounting Unit,

such as sales assessments, profit distributions, loans,

grants, and loan repayments. Unlike the other financial

reports which are furnished by NAFAS, the Detailed General

Ledger is actually an accounting record rather than a f'nan-

cial statement of the operating performance of the field

activity. [881

Exhibits 11-36 and 11-37 are verbatim reproductions of

actual balance sheets which were provided by NAFAS to an MCAS

activity (Commissioned Officer's Mess (Open)) and a RCAS

activity. In accordance with traditional balance sheet

formatting, these statements show the end of the month bal-

ances in the activities 1000 (asset) accounts, 2000 (liability)

accounts, and 3000 (net worth) accounts and are based on the

classic financial accounting equation, wherein the total

amount of all assets must equal the combined totals of all
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liabilities and net worth accounts. However, as evidenced in

Exhibit 11-36, additional Fund Solvency Information is includ-

ed in the traditional balance sheet presentations which are

provided to MCAS activities. The fund solvency portion of

the MCAS balance sheet provides a computer analysis of the

current solvency and forecasted longterm solvency of the

activity, both with and without the use of BUPERS loans. It

also provides the computed end-of-the-month acid test ratio

(ratio of cash and accounts receivable to correct liabilities)

for the activity and compares it with the "target" acid test

ratio which has been established for the activity by NMPC-65.

[89]

Examples of the Summary Operations Statements which NAFAS

provides to MCAS and RCAS activities are contained in Exhibits

11-38 through 11-41. Taken together, Exhibits 11-38 and

11-39 constitute the Summary Operations Statement for an MCAS

activity. The basic purpose of this statement is to summarize

the aggregate revenues and expenses of all departments within

the activity, including general and administrative expenses,

to arrive at a net operating profit or loss for the account-

ing period. [90] Cost of goods sold, gross margin, direct

expenses, and general and administrative expenses are expres-

sed as a percentage of total (sales) revenue, both for the

current month and year-to-date. A year-to-date comparative

analysis is also rendered wherein target percentages and

amounts for each account are compared with actual year-to-

"i - iii ..
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date percentages and amounts, with resulting dollar variances

being recorded in the right hand column of the statement.

Arrow symbols are used in the right hand margin of the state-

ment to attract management attention to unfavorable variances,

which may indicate unfavorable operating conditions within

the activity.

A review of Exhibits 11-40 and 11-41 reveals that the

Summary Operations Statements which are provided to RCAS

activities are formatted differently than those provided to

MCAS activities. A vertical analysis of each account is not

provided in the RCAS statement. Instead, actual account

balances for the current month and year-to-date are compared

with the previous year's balances for the same accounting

month and year-to-date. According to NAFAS personnel, the

currently blank budget column of the RCAS statement will

eventually be used to provide a comparative analysis of actual

account balances with the activity's approved budget amounts

for the current month and year-to-date. Another financial

management tool which is provided in the RCAS Summary Opera-

tions Statement is the self-sufficiency figure that appears

at the end of the statement. This figure enables Recreation

Fund managers to compare the attained self-sufficiency of

their activity with the minimum self-sufficiency level which

has been established for their activity by NMPC-65.

Exhibits 11-42 through 11-47 are used to illustrate the

Departmental Operations Statements which are prepared by

116
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NAFAS on behalf of MCAS and RCAS activities. In Exhibits 11-42

through 11-44, the Departmental Operations Statement of a

Commissioned Officers Mess (Open) is rendered in its entirety.

Cast in the same format as the Summary Operations Statement,

the Departmental Operating Statement presents an analysis of

sales, expenses, and direct profits which were experienced

by each department within the MCAS activity during the current

accounting month and year-to-date. In so doing, it aids

managers in pinpointing the sources of unfavorable variances

and/or unfavorable operating conditions within their activity

so that they may initiate corrective actions to improve them.

Additional features included in the MCAS Departmental Opera-

tions Statement are the calculation of departmental inventory

turnovers for the current month and year-to-date. As shown,

departmental inventory turnover calculations are expressed

in months and are determined by dividing the end of the

month inventories by cost of goods sold. The end of the

month inventory amount which is used in calculating the year-

to-date inventory turnover is an average of the previous

monthly ending inventories for the year. It should also be

noted that two sets of inventory turnovers are calculated for

departments whose inventories are divided between resale

locations and a central storeroom. Current month and year-

to-date inventory turnovers are first computed for depart-

mental resale locations. A second set of inventory turnovers

is then computed for the combined inventories of these resale

locations and the central storeroom. (911

123



Exhibits 11-45 through 11-47 respectively depict the

first, third, and final page of an RCAS Departmental Opera-

tions Statement. This statement presents an analysis, b

department, of monthly receipts, expenses, and net profits

(or losses), stated in total dollars for the current month

and year-to-date. End of the period book (at retail) inven-

tory figures are also provided for recreation resale depart-

ments (e.g., golf and bowling pro shops). Lastly, self-

sufficiency figures are provided for each department and, as

shown in Exhibit 11-47, for each major recreation activity

(or category). The income base, cost base, and self-

sufficiency figures provided in Exhibit 11-47 represent the

sum of incomes, costs, and self-sufficiency for related

- ji recreation departments. For example, the current month

income base for bowling in Exhibit 11-47 represents the

combined monthly revenues from the bowling pro shop (Exhibit

11-45) and bowling lanes ("Bowling-Recreation," Exhibit

11-46). (921

The Fund Status Report (Exhibit 11-48) concludes discus-

sion of the monthly financial statements which NAFAS

produces. Provided only to RCAS activities, this report is

divided into the following sections:

* 1. Cash Receipts. This section reports the amount of
deposits during the accounting month as reported on the
NAVCOMPT Forms 2142 (Daily Cash Report) submitted by the
activities. All other cash receipts, including profits from
Navy exchanges, are also reported in this section.
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2. Cash Disbursements and Funds Transferred. This sec-
tion reports the amount of cash disbursed during the account-
ing month as reported by the BUPERS Form 4 (Remittance State-
ment with Check) submitted by activities. In order to state
net disbursements with respect to purchases and payroll
expenditures, purchase discount and payroll deductions are
deducted from the applicable gross expenditures.

3. Liabilities and Reserves. Accrued purchases and the
end of the month balance in the liability and reserve accounts
(except loans payable) are reported in this section.

4. Checkbook Balance. The beginning of the month check-
book balance shown on the first line of the fund status, plus
total cash receipts, less total cash disbursements and funds
transferred, equals the end of the month checkbook balance.
Funds available may be restricted further by loans payable
and open orders which appear as memorandum amounts on the
last line of the form. (93]

- In addition to accounting for the NMPC Central Fund and

producing monthly financial statements, NAFAS performs at

least four other major services on behalf of MCAS and RCAS

field activities. These include:

1. Reconciliation of all checks written against the
Mess Central and Recreation Central Concentration Bank
Accounts. [94,95]

2. Reconciling local depository bank accounts for 591
field activities, eliminating the requirement for these
activities to reconcile their own accounts. [96]

3. Assisting field activities in operating within the
centralized accounting system by providing financial account-
ing guidance to them. (97]

4. Sponsoring an automated "Touch Pay" payroll account-
ing system, which automatically computes payroll deductions
and prints checks for approximately 20,000 NAF employees. [98]

The "Touch Pay" payroll accounting system is addressed

separately in the following section of this chapter. Amplifica-

tion of the other three services that are listed above can

best be accomplished by describing the functions of the Field
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Accounting and Banking Services .,BS) Unit, which is the

department within mXPAS that is responsible for providing

them.

The organizational structure of the FABS Unit was pre-

viously depicted in Exhibit II-10. As shown in this exhibit,

eight of the 12 persons assigned to the FABS Unit perform

banking services on behalf of MCAS and RCAS field activities.

These services include the ongoing reconciliation of all

checks drawn and deposits made on the Mess Central and Recrea-

tion Central Concentration Bank Accounts and the reconcilia-

tion of 591 local depository bank accounts. A partial

appreciation for the scope of these services can be derived

from the following banking statistics which were provided to

the author by NAFAS:

1. Annually, approximately seven hundred and forty-seven
thousand (747,000) checks are processed and reconciled through
the concentration bank accounts, by system, as follows:

Mess Central Banking System 457,000
Recreation Central Banking System 282,000
NMPC Central Fund Banking System 8,000

2. Annually, approximately one hundred and ninety
thousand separate deposits are processed and reconciled
through the concentration bank accounts, by system, as
follows:

Mess Central Banking System 158,000
Recreation Central Banking System 32,000
NMPC Central Fund Banking System 250

3. Approximate annual dollar volumes flowing into and
from the concentration bank accounts by system are prescribed
below:

Mess Central Banking System $283,000,000
Recreation Central Banking System $121,000,000

-"NMPC Central Fund Banking System $ 25,000,000 [99]
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The basic procedures used in reconciling the Mess Central

and Recreation Central Concentration Bank Accounts are, for

the most part, analagous to the steps which must be taken by

the average citizen in reconciling his or her checking account

at the end of each banking month. However, due to the afore-

mentioned volume of recurring transactions, reconciliation of

these accounts necessitates an ongoing full time effort by

several persons and must be accomplished with computer

assistance.

As previously mentioned, Depository Transfer Checks are

automatically produced each day FNB St. Louis based on elec-

tronic source data which is provided to the central bank by

NAFAS. Among the many output reports produced by the NAFAS

computer at the end of each computer run are separate listings

of all deposits made into the Mess Central and Recreation

Central Concentration Bank Accounts. An excerpt from one of

these reports is contained in Exhibit 11-49. Within two to

five days following the daily taped transmissions of DTC

source data to the central bank, NAFAS receives a computerized

listing of the Depository Transfer Checks which have been

produced by FNB St. Louis as a result of these transmissions.

NAFAS banking personnel then compare the computer listings

produced by FNB St. Louis with their own computer listings

(Exhibit 11-49) to ensure that all deposits were properly

recorded in the accounts of the central bank. [100]

Although a predominantly straightforward process, the

tracking of MCAS and RCAS deposits is made slightly more
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complex by two conditions. First, not all MCAS and RCAS

activities utilize the local depository transfer method pre-

viously described in this chapter. Due to their remote geo-

graphic locations or other unique circumstances, approximately

100 field activities make their deposits directly by mail to

FNB St. Louis. Depending on the timing of these deposits and

whether or not they reach FNB St. Louis prior to the arrival

of accounting source documents at NAFAS, circumstances arise

in which deposits are recorded by the central bank but have

not been recorded in the MCAS or RCAS.

Alternatively, a second unsynchronized situation arises

when, following the end of each accounting month, FNB St.

Louis prepares bank statements on behalf of NAFAS. The prep-

aration of these bank statements typically takes place prior

to the receipt at NAFAS of many end-of-the-month deposits

and accounting source documents from various field activities.

Accordingly, the monthly deposit statements provided to NAFAS

by the central bank may not reflect all deposits which, for

the purposes of the MCAS and RCAS, should be credited to the

prior accounting month. For banking purposes, late deposits

are separately reconciled as "deposits in transit." [101]

The tracking of unrecorded deposits and deposits in

transit is aided by the use of computer tapes which are for-

warded to NAFAS by FNB St. Louis following the end of each

accounting month. Containing a listing of all deposits which

were recorded by the central bank for the previous accounting

130
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month, source data from these tapes are fed into the NAFAS

computer, which is programmed to match all deposits listed by

FNB St. Louis with those recorded by NAFAS for the previous

accounting period. Reports similar to those contained in

Exhibits 11-50 and 11-51 are then produced by the NAFAS

computer, which is programmed to identify and segregate un-

matched deposits. [102]

Due to volume and the nature of the check clearing process

itself, the reconciliation of all checks written against the

Mess Central and Recreation Central Concentration Bank Ac-

counts is a more involved and drawn-out process than the

reconciliation of deposits. All checks must be strictly

accounted for from the time they are written until the time

that they are paid by FNB St. Louis. This process is pro-

longed by the fact that, in addition to normal delays asso-

ciated with the mailing and delivery of accounting source

documents to NAFAS, significant record keeping delays are also

experienced when the parties to whom checks have been dis-

bursed fail to promptly process them for payment. Like

.deposit reconciliations. FNB St. Louis furnishes NAFAS with

monthly checking account statements and magnetic tapes listing

* all checks which have been paid by the central bank for the

previous accounting month. [103]

Exhibit 11-52 is an example of the type of monthly state-

ments which are provided to NAFAS by FNB St. Louis for the

purposes of reconciling all checks drawn against the
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concentration bank accounts. Additionally, magnetic tapes

provided by FNB St. Louis are used to match all checks paid

by the central bank with all checks that have been recorded

in the MCAS and RCAS by NAFAS. Reports summarizing all out-

standing checks which have not cleared FNB St. Louis and

unrecorded checks which have been paid by the central bank

are then published by the computer. Examples of these

reports are contained in Exhibits 11-53 and 11-54. The pay-

ment of checks which have not been previously recorded in

either the MCAS or RCAS is an occurrence which typically

arises from keypunch errors, delayed submission or total

failure of field activities to submit accounting source

documents, errors by the central bank, use of wrong check

numbers, and monetary variances between the actual checks

which were written by field activities and the accounting

source documents which they forwarded to NAFAS. [1041

In addition to reconciling the Mess Central and Recrea-

tion Central Concentration Bank Accounts, the banking section

of the FABS Unit is responsible for reconciling the local

depository bank accounts of 591 MCAS and RCAS activities.

Prior to undertaking this responsibility, 40 percent of all

MCAS and RCAS field activities did not make an effort to

reconcile their own local bank accounts. [105] The decision

to have NAFAS reconcile local accounts as well as the central-

ized concentration bank accounts was prompted by the desire

to add still another cash control element to the centralized

135
L



%a 0. N 0 a

ot N ey ml Nlot .. 0.0

0d 0 0 0 0

9L

U.'~% 1 a 45 '. D~NU' 0 o

le 60 1. P 0 CP. to t. -4 ry . . 0

.0 II D %0 IP 0 * U' %0 N

'.9 ~ ~ ~ 4 N9 0 0 P m VN~ '.9.9~ a .~ ~

40 tv lyI

ID1 0e 64 V

1.9 N a owN0 'N N ,

0 ~ 0  
0' OCi0,00 I 0 0 O

cp 0

2~ 0 1 0 0 .0 j

0 .0 000 0 0c
.9. '9 a IP C, a

-V q99 9 j

136'



0 "%o NIIFM.lSv CP%%O LNM. &PI 00"%DON 11 . o " I-% rcf~i f% IA W- f cf

C oo 0000occo 00000 c o o 0oc o @000000@0o 0 o 00

..ejo0 *cc000o0000000 C 0.0 000000CHO0000000000000000m00000OC

20..

000 ; ; .t.;0 0~ . Ed.d 00 000 *; 0 . *t tie* 0o* of.*

.@eQ*@0@00 000

z ji D rg I%1 AN% hl. 00 1 SD Ir 6 rii i O I f~%I EJ~IIJ.CJ rN

0 00oo~. -. 4 ~o 0

I~~~ ~ Ln~~t~00 Oo

ilK
44

01137If



accounting and banking system and further reduce field activity

accounting and bookkeeping requirements. MCAS and RCAS activi-

ties whose local bank accounts are reconciled by NAFAS are

relieved from virtually all banking responsibilities with the

exception of physically making daily cash deposits and the

mailing of previously described accounting source documents.

Consequently, field activity managers must exclusively use

the monthly financial statements provided by NAFAS in lieu of

local bank statements to monitor cash increases and decreases

to their activity's accounts. This arrangement further under-

scores the mandatory requirement for the accurate and timely

preparation and delivery of monthly financial statements by

NAFAS to participating field activities. [106]

In addition to providing banking services to MCAS and

RCAS field activities, the FABS Unit is also responsible for

providing financial management and accounting guidance to

field activity managers and bookkeepers. As shown in Exhibit

II-10, two operating accountants are assigned to this effort

on a full time basis. Among other things, these operating

accountants are responsible for performing the following

services:

1. Reviewing all monthly financial statements for quality
and accuracy before they are mailed to recipient field
activities.

2. Providing technical assistance to field activi
managers and bookkeepers on accounting matters. Assistance
is rendered in the form of numerous telephone calls and written
correspondence.
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..3. Performing an ongoing review of the training require-
ments for field activity managers and bookkeepers and, in so

S'doing, serving in an advisory capacity to the Navy Special
Services Administrative Activity (NSSAA), which is the activ-
ity within NMPC-65 which is responsible for conducting train-
ing and audit programs on behalf of field activity managers
and bookkeepers.

4. Performing internal reviews and audits of NAFAS itself
and, in conjunction with this responsibility, providing on-
going technical assistance in accounting matters to the other

units within NAFAS (e.g., CFAU and PSU).

5. Initiating proposals for the reduction of paperwork
and accounting requirements at the field activity level. [107]

Above all others, the primary objectives of NAFAS are to

serve as an accounting agency for the collection, temporary

investment, and redistribution of Navy NAFS on behalf of

NMPC-65, and to provide centralized accounting and banking

services to MWR field activities who are required to partic-

ipate in the MCAS and RCAS. [108] In support of these objec-

tives, management personnel within NAFAS employ a variety of

measurements with which they monitor and gauge the performance

of their organization. As demonstrated by Appendices C, D,

and F, income and cost performance are continuously reviewed.

Appendix G provides turnaround and miscellaneous production

4 statistics with which NAFAS measures the efficiency of its

internal operations. In addition to the charts and graphs

contained in Appendix G, supplemental statistical summaries

4- were provided to the author while visiting NAFAS. From these

documents and interviews with NAFAS personnel, the following

additional statements can be made concerning the level of

14 activity and accomplishment within NAFAS:
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1. The investment earnings from concentration banking
greatly exceed the costs of operating the centralized account-
ing and banking sys)-em. For FY 1979, earnings exceeded costs
by a ratio of 12 to 1. [109]

2. In recent years, investment earnings have typically
* exceeded $1,000,000.00 per month. (However, this statement
* must be tempered with the additional comment that these high

investment earnings have been greatly helped by the avail-
ability of high interest rates and corresponding rates of

* return in the short term money markets as a result of nation-
wide economic inflation. A downturn in available interest
rates could cause this figure to decline.) [110]

3. Approximately 105,000 transmittal envelopes and
2,000,000 accounting and banking source documents are edited,
controlled, and processed annually by NAFAS. [111]

4. Approximately 12,000,000 accounting and banking trans-
action records are processed annually by NAFAS. [112]

5. Approximately 260,000 separate financial statements
are prepared, bursted, collated, and forwarded to field
activities and their chain of command on an annual basis. [113]

. . 6. Approximately 16,000 letters and notices are prepared
* annually for the purposes of cash control and maintenance of

accurate and acceptable accounting practices. (114]

7. Over 7,000 local bank reconciliations are prepared
annually. (115]

8. Five hundred thousand (500,000) separate pages of
banking and financial information are produced and distributed
annually. (116]

9. Approximately 20,000,000 lines of data are printed as
financial and banking information annually. [117]

10. Approximately 20 percent of all accounting source
documents submitted to NAFAS contain either clerical or ac-
counting errors. NAFAS audit clerks typically reduce this
error rate to 5 percent prior to key entry into the NAFAS
computer. (118]

NAFAS management personnel use two primary measurement

techniques which can be found in current management literature -

results measures and process measures. For the purposes of
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further discussion, these measurement techniques are des-

cribed as follows:

1. Results measures. A results measure is a measure of
output expressed in terms that are supposedly related to an
organization's objectives. In the ideal situation, the ob-

* jective is stated in measurable terms, and the output measure
i* is stated in these same terms. When this relationship is not

feasible, as is often the case, the output measure represents
the closest feasible way of measuring the accomplishment of an
objective that cannot itself be expressed quantitatively.
Such a measure is called a surrogate or a proxy. ... A
results measure relates to the impact that the organization
has on the outside world. If the organization is client
oriented, a results measure relates to what the organization

*did for the client. Organizations that render service to a
class of clients, such as alcoholics or unemployed persons,
may measure output in terms of the results for the whole
class, or target group. [119]

2. Process measures. A process measure relates tt an
activity carried on by the organization. Examples are the
number of livestock inspected in a week, the number of lines
typed in an hour, the number of requisitions filled in a

*month, or the number of purchase orders written. The essen-
tial difference between a results measure and a process
measure is that the former is "ends oriented," while the lat-
ter is "means oriented." An ends-oriented indicator is a
direct measure of success in achieving an objective. A
means-oriented indicator is a measure of what a responsibility
center or an individual does. There is an implicit assumption
that what the responsibility center does helps to achieve the
organization's objectives, but this is not always a valid
assumption. For example, in an air pollution program, the
change in the amount of S02 in the atmosphere is an ends-
oriented results measure, while the number of inspections
made of possible violators is a means-oriented process
measure. The implication of a causal relationship between
the number of inspections made and the amount of air pollution
may or may not be valid. The terms "performance oriented"
and "work oriented" are other names for the same distinction
between ends-oriented and means-oriented indicators.

Process measures are most useful in the measurement of
current, short-run performance. They are the easiest type
of output measure to interpret because there presumably is a
close causal relationship between inputs and process measures.
They measure efficiency, but not effectiveness. ... Process
measures can lead to ineffective performance if they are un-
related to results measures. For example, the U.S. Air Force

4 measured performance of certain squadrons by the number of
hours flown, which is a process measure. Some times squadrons
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would build up a record of performance based on this measure
simply by flying for many hours in large circles around a
base, without any real accomplishments. [120]

*i An analysis of Appendix G and the previously cited per-

formance statistics which were compiled by NAFAS reveals that,

with the exception of cost and income measurements, vir-

tually all of the performance measures used by NAFAS are of

the process type. Heavy emphasis is placed on the measurement

of quantity, efficiency, and "means-oriented" measures as

opposed to qualitative end results measures which are designed

to gauge the effectiveness with which the organization is

meeting its objectives and the impact, positive or otherwise,

that it has on its client population. Additional thoughts on

the measurement of quality versus quantity are rendered in

the following passage:

Performance has both a quantity and a quality
dimension. Ususually it is more feasible to measure
quantity (e.g., number of students graduated) than to
measure quality (e.g., how well the students were educated).
Despite this difficulty, the quality dimension should not
be overlooked. Indeed, the indicator that is chosen to
measure quantity usually implies some standard of
quality. "Number of lines typed per hour" usually car-
ries with it the implication that the lines were typed
satisfactorily in order to be counted, and there may
even be an explicit statement of what constitutes a
satisfactory line of typing, such as the requirement that
it be free of errors. Similarly, the measure "number of
students gradrated" implies that the students have met
the standards of quality that are prescribed for
graduation.

In some situations, judgments about quality are
limited to such "go/no-go" statements as those given
above; either a line of typing was error-free or it was
not; either students met the requirements for graduation
or they did not. In these situations, it is not feasible
to measure quality along a scale; for example, to deter-
mine that this year's graduates received a better educa-
tion than last year's ... The absence of quality measures
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in management control systems may lead to a detrimental
* emphasis on quantity, for example, people being rapidly

pushed through an education program; a large number of
quick and careless pollution inspections; quick, shoddy
construction jobs. Thus, every effort should be made to
find some acceptable quality measure, even though it is
crude. [121]

The foregoing passage states that a chosen measure of

quantity usually implies some measure of quality. It is this

line of thinking upon which the many process measures employed

by NAFAS are used. Significant efforts are made to ensure

the timeliness and accuracy of the monthly financial state-

ments which are provided to MCAS and RCAS field activities.

In this instance, timeliness and accuracy are certainly key

elements in the quality of financial information which NAFAS

produces. However, impressive turnaround statistics, zero

error rates, and other production figures do not provide a

comprehensive measure of the ultimate usefulness of monthly

financial reports. They do not reflect whether or not field

activity managers understand them, or allow a determination

to be made as to whether or not the additional preparation

of paperwork which is required to support the centralized

accounting and banking system is, in the opinion of field

activity managers, justified in terms of the accounting and

banking services that are provided to them.

D. OVERVIEW OF THE "TOUCH-PAY" PAYROLL ACCOUNTING SYSTEM

The "Touch-Pay" Payroll Accounting System is a computer-

ized payroll system which is operated by Touch Pay Systems

(TPS), a small commercial computer firm located in Los
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Angeles, California. On a bi-weekly basis, TPS produces a

series of payroll reports and paychecks for nearly 20,000

NAF employees through a contractual arrangement with the Navy.

Within the Navy, NAFAS is the primary proponent of TPS and

serves as the primary technical and administrative inter-

mediary for all TPS related matters. Although not integral

to the daily operations of NAFAS, the implementation of TPS

payroll accounting represents yet another effort by NAFAS to

reduce accounting and bookkeeping efforts at the field activ-

ity level while concurrently achieving an additional casL

control element over NAF's. [122]

TPS makes use of two simple tools - a touch tone card

dialing telephone (or card dialing attachment) and coded

plastic punch-cards which identify each employee, his or her

number of dependents, type of pay (e.g., hourly), and rate of

pay to allow the touch-pay computer system to automatically

compute all payroll figures. Exhibits 11-55 and 11-56 illus-

trate the format and methods used in preparing employee

plastic data cards. Exhibit 11-57 briefly illustrates how

the system is operated. Standard procedures for using the

system are as follows:

1. Each activity calls the touch-pay receiving center.
The lines are automatically answered with special tones
indicating that the system is ready to accept data.

2. A plastic card identifying this activity and instal-
lation is placed in the telephone and transmitted. This
becomes a unique identifier for that unit to the system.

usi_3. The pay period ending date is then manually entered

using the touch tone key board.
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TW TOu*-hWV SNTIM EMPLOYEE PLASTIC DATA CARD 1.7

THE EMPLOYEE DATA CARD IS A PLASTIC PUNCH-OUT CARD CONTAINING CONTROL

INFORMATION FOR EACH EMPLOYEE AND IS TRANSMITTED ANY TIME PAYROLL

DATA IS SENT FOR THAT EMPLOYEE. ONE CARD IS TO BE PUNCHEO FOR EACH
EMPLOYEE CURRENTLY ON THE PAYROLL AS FOLLOWS:

1. PRINT THE EMPLOYEE'S LAST NAME, TWO INITIALS AND EMPLOYEE

NUMBER ON THE END OF THE CARD.
2. ON THE SIDE OF THE CARO. ABOVE 7HE COLUMNS, PRINT THE

INFORMATION FROM THE "EMPLOYEE DATA CARD INFORIMTION"

BLOCK IN THE UPPER PART OF THE EMPLOYEE INFORMATION SHEET.

PLACE EACH DIGIT DIRECTLY OVER THE CORRESPONDING COLUMN.

10 1 .11
A 11. ATUS con

a' l, pi i~l

I4 t oo ac ~ O O~• :' lw slp................

Exhibit 11-55. Touch-Pay Systems Employee Plastic Data Card
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ruuu-uu :yt~mt EMPLOYEE PLASTIC DATA CARD

Too vow. TW GRUP OF.MESAEPEPITDO H AO H
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3. NO1 GROUPS OF N'UMBERS ARE tPRE-PRINTED ON THlE CARD. THE

EMPLOYEE DATA MUST BE PUNCHED IN THE TOP GROUP OF NUMBERS

AND ALSO IN THE BOTTOM GROUP.

4. USING THE TOP GROUP OF NUMBERS ONLY, LOCATE THE DISC IN THE

COLUMN UNDER THE FIRST DIGIT OF THE EMPLOYEE DATA THAT CORRES-

PONDS ~4ITH THAT DIGIT IN THE PRINTED NUMBER GROUP. PUNCH

OUT THE DISC WITH A BALL-POINT PEN OR PENCIL. FOLLOW THIS

PROCEDURE UNTIL THE NUMBERS .AVE BEEN PUNCHED IN THE TOP GROUP.

5. REPEAT THE SAME PROCEDURE ;OR THE BOTTOM GROUP OF NUMBERS.

WHEN COMPLETED THERE SHOULD 3E TWO HOLES IN EACH COLUMN FOR

EACH DIGIT.

NOTE: THE COMPLETE DISC MUST BE REMOVED, 4OT JUST PUNCHED IN.
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Exhibit 11-56. Touch-Pay Systems Employee Plastic Data Card
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4. A plastic "Hours Control Card" containing the control
total of all payroll hours for the pay period is inserted into
the telephone and transmitted.

5. A plastic "Dollars Control Card" containing the con-
trol total (in dollars) for the activity's entire payroll for
the current pay period is inserted into the telephone and
transmitted.

6. Each employee's plastic card is inserted in the tele-
phone and transmitted. A pay code and hours for each employee
is entered. The transaction is ended by pressing the number
key (#).

7. Any tips, service charges, and/or other deduction or
pay category, (that is not automatic) is now manually entered
on the key board.

8. When all of the data for a pay period is transmitted,
the person doing the transmission merely hangs up the receiver,
thereby indicating his items are ready for processing. (1231

There are a number of safeguards built into the system.

Answer back tones are used to allow the transmitting party to

* - determine whether or not he or she has transmitted valid

information. Information which is incorrectly formatted is

automatically rejected by the system. If the person doing

the transmitting experiences difficulties or needs assistance,

a receiving center operator at the computer center can be

reached by merely pressing the asterisk (*) button on the

4telephone. [124]

The TPS computer system is capable of handling 50 to 100

data card transmissions in less than an hour. Upon the comple-

tion of an activity's transmissions, the computer automatically

calculates and prints employee paychecks and payroll reports,

which are then packaged and forwarded to the activity via

express mail. Payroll reports which are automatically issued

to each activity include:
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1. Each Pay Period

a. Transaction Audit - when applicable
b. File Changes applied this pay period
c. Sick and Annual Corrections - when applicable
d. Time Card Balance
e. Touch-Pay Payroll Summary
f. Payroll Register
g. MCAS/RCAS Audit Reports
h. MCAS/RCAS Payroll Summary
i. Sick and Annual Leave Reports
j. Master File Listing

2. Each Quarter

a. Controllers Report (pro-forma federal and state
tax returns)

b. Individual Employee Earning Records
c. BUPERS Quarterly Retirement Report
d. BUPERS Quarterly Life and Hospital Insurance

Reports

3. At Year-End

* a. Pre-enveloped and "Franked" W-2's for mailing
b. W-2 Master Listings
c. Special Automatic Adjustment Run for Sick and

Annual Leave Accrual [125]

Examples of some of the above listed reports are provided

in Appendix H.

Two reports which are deserving of special mention are

the MCAS and RCAS Payroll Summaries. The MCAS and RCAS Pay-

roll Summaries which are provided by TPS are facsimile reports

of the BUPERS Forms 2216 (Exhibit 11-19) and 2141 (Exhibit

11-26) which must be respectively submitted by MCAS and RCAS

activities to NAFAS following each pay period. These facsim-

ile reports allow field activity bookkeeprs to conveniently

transcribe Payroll Summary information on to the required

4 BUPERS forms for forwarding to NAFAS. [1261
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[. The administrative requirements which are levied on TPS

users are designed to be minimal, involving the use of a

few simple forms on an "as required" basis. The most prom-

inent and commonly used form is the Employee Information

Sheet (Exhibit 11-58) which must be submitted to TPS for

each activity employee upon newly converting to the TPS

system, whenever new personnel are hired and, as indicated on

the form itself, whenever changes occur to the information

contained in blocks 9 through 39. Other simple forms are

used to notify TPS of voided checks, handwritten checks, stop

payments, and payroll adjustments for sick and annual leave.

(1271

The lack of administration associated with TPS is par-

tially explained and somewhat offset by the fact that the

system utilizes a series of non-standard transmission routines

(e.g., over and above the standard transmission routine which

was previously cited) for the purposes of conducting a signif-

icant amount of payroll administration. Although these trans-

mission routines are clearly delineated in the Touch Pay

Systems Users Manual, there is a definite "learning-curve"

associated with their use. For that matter, the TPS as a

whole involves start-up costs in terms of training and user

acclimation during its initial stages of implementation. Ac-

cordingly, field activities are provided with three days of

on-site training upon converting to the system. [1281
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In addition to providing a cash control element and reduc-

tions in field activity accounting and bookkeeping, TPS also

provides the following improvements in payroll accounting from

a headquarter's standpoint:

1. Provides for the central collection of employee bene-
fits, which are deducted from the concentration bank accounts.

2. Automatic deductions are made for FICA, FUTA, and
Federal and State Income Tax withholdings.

3. Is programmed to conform to Public Law 93932 and DOD
wage policy guidelines.

4. Is designed to provide standardized payroll procedures

for NAF employees on a Navy-wide basis. [129]

As of this writing, 417 activities are currently partic-

ipating in the "Touch Pay" payroll accounting system, with

additional installations scheduled for the future. According

to NAFAS management personnel, user complaints concerning the

operation of TPS have been negligible and primarily limited

to field activities who were already using local computer

systems for payroll accounting when directed to convert to

TPS. However, a formal survey has not as yet been undertaken.

[1301

E. THE FIELD ACTIVITY OPERATING ENVIRONMENT

Since the ultimate purpose of this study is to objectively

assess the overall performance of NAFAS from the standpoint of

field activity managers, a general overview of the operating

environment and organizational context in which field activity

management perspectives are developed is considered necessary.

The need for such an overview arises from the fact that field
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managers typically operate in a frequently changing, multi-

faceted environment in which their preoccupation with central-

ized accounting, banking, and payroll procedures is only one

among many other highly placed priorities which govern the

management and operation of their activities. Field activity

managers are concurrently preoccupied with the following:

1. Satisfying local command priorities and policies.

2. Satisfying the changing needs and preferences of a
highly diverse and transient military population.

3. Maintaining tradition.

4. Competing with local commercial enterprises which
offer similar services.

5. Responding to changing economic conditions due to
cyclical changes in the earning power of military customers,
the availability of Federally appropriated funds, and frequent
shifts in Navy-wide MWR policies as a result of ongoing Con-

* gressional oversight.

As previously depicted in Exhibit 11-5, managers are

directly accountable to local base/installation commanders in

providing mess and recreation services to local military

patrons. The local commanding officer (CO) can hire/fire mess

and recreation employees, dictate hours of operation for base

facilities, dress standards, membership/guest criteria, price

structure for services rendered, entertainment choices, and,

as previously discussed, delineate package store profit dis-

tribution policies. However, the actual involvement of base

CO's in the details of club and recreation policies and opera-

tions is likely to vary from one commanding officer to the

4next, depending on their personal desire to become intimately
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involved and the number of other high priority matters which

routinely compete for their management time and attention. (131]

.! To ensure that both base CO's and managers are responsive

to the needs of their military patrons, the establishment of

local advisory groups and audit boards is mandated in the Navy's

Manual for Messes Ashore (for Messes, CPS's, and BOQ's) and

Special Services Manual (Recreation Fund Activities). Exhibits

11-59 and 11-60 illustrate the typical relationship between

the CO, the field activity manager, and local advisory groups.

Appointments to local command Advisory Groups are non-

permanent in nature and members of these groups are not allowed

* to receive financial renumeration in the form of cash, goods,

or services from local MWR activities. In the case of mil-

itary personnel, Advisory Group responsibilities are viewed

as collateral duties which are to be performed in addition to

their primary duties at the Naval base or installation. (132]

Local MWR field activity managers must be responsive to the

recommendations and priorities of local Advisory Groups in

addition to the programs and policies which are specifically

initiated by the base commanders. Inasmuch as local advisory

groups are non-permanent in nature, program emphasis and

priorities are likely to vary over the long run due to the

changing composition and varying interests of individual

group members.

Although field activity managers are organizationally

accountable to the local base CO and the appointed Advisory
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Groups, they are ultimately accountable to and dependent upon

their good standing with local military patrons. Each field

activity manager must be concerned with suggestions offered by

customers as to ways to improve upon the services which are

provided. However, accommodating the needs and preferences of

all individuals rapidly becomes a physical impossibility and

is necessarily discretionary.

Navy Mess and Recreation Managers are challenged by the

need to provide good service and maintain high standing within

their patron base. This is true of Navy Messes which, in most

instances, operate in direct competition with commercial

restaurants and fast food chains. However, unlike their com-

mercial competitors, they are not allowed to specialize in a

particular food or service. Instead, they are required to

fulfill the needs and preferences of all individuals to the

maximum extent possible, which is no easy task in light of

the widely varying ages, backgrounds, and cultural prefences

of their target population. Despite known economic disadvan-

tages, this philosophy and method of doing business is steeped

in military tradition and is not likely to change any time

soon. [133]

An equally unprofitable but intensely traditional aspect

of Navy Messes is that of rank segregation. Separate Messes

are established and maintained for Officers, Chief Petty

Officers, and junior enlisted personnel at many Navy shore

4 installations even though local patronage of Messes may not
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economically justify the existence of separate facilities.

. , During Hearings before the House Nonappropriated Fund Panel

of the House Armed Services Committee (HASC) in 1979, the

GAO recommended to the Congress that small, unprofitable

Messes be consolidated into single "all ranks" Messes. [134]

This recommendation was based on a 1978 study which was con-

ducted by the GAO at selected installations of the four armed

services. This same study revealed that, while enlisted per-

sonnel favored "all ranks" clubs over less favorable alter-

natives as increased food and drink prices and membership

dues, officers were willing, if need be, to pay higher prices

or membership dues to continue the tradition of rank

segregation. [135]

The segregation of ranks is a time-honored tradition

which has been perpetuated in basic officer training. From

the beginning of their formal training, officer candidates

are advised not to fraternize with their subordinates during

off duty hours in order to ensure the maintenance of good

order and discipline while on duty. Additionally, officers

earn higher incomes than enlisted personnel in each succes-

sive paygrade and therefore can more readily afford an in-

crease in Mess prices or the implementation of membership

dues if needed to defray the costs of Mess opezations.

During the 1979 hearings before the HASC, Navy officials

noted that 55 percent of all Navy Messes (169 of the 311

messes then in operation) would have been unprofitable had
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they not received subsidies from local CPS profit distributions.

. r Even with the assistance of package store subsidies, 26 per-

cent (83) Messes were unprofitable. [136] Reasons cited for

the unprofitability of Navy Messes were as follows:

There are many and varied reasons which cause a
mess to become unprofitable - fleet movements, unexpected
lack of patron response to a special event sponsored by
the mess, labor expenses escalating out of proportion to
the volume of business, failure to apply timely price
increases to offset increased cost of goods and services,
unprogrammed expenditure requirements for equipment/
improvements, and sometimes the ineffectiveness of the
manager to adhere to prescribed internal controls. [137]

While all of the aforementioned reasons for the unprofit-

ability of Navy Messes are undoubtedly legitimate, other

critical factors were omitted from the above-testimony. Fore-

most among these is the fact that, beginning in 1975, Navy

S "Messes and other MWR field activities were directed to sub-

stitute civilian employees into positions formerly held by

military personnel due to military personnel ceilings which

were recommended by the GAO and mandated by Congress. The

substitution of civilians for military personnel was tanta-

mount to reducing appropriated fund support for Navy Messes

and increasing nonappropriated fund support for them. [138]

In addition to the imposition of military personnel ceil-

ings, both the GAO and Congress have placed increased pres-

sure on the Navy to make military Messes even more self-

sustaining in their operations by discouraging the use of CPS

profits to subsidize Messes. (139] As a result, beginning in

FY 1983, Navy Messes will no longer be eligible to receive
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direct subsidies from their local CPSs. [1403 Congressional

interest in reducing CPS subisidies to Navy Messes is pred-

icated on the belief that CPS profits should be used for

General Welfare and Recreation (Category III) programs which

* would, in turn, reduce the amount of appropriated funds that

* would have to be spent for them. Emphasis on reducing CPS

subsidies have been largely influenced by the GAO which, dur-

ing 1979 hearings before the HASC, predicated its recommenda-

tions largely on the low frequency of patronage and apparent

lack of usefulness of Navy Messes to military personnel.

Whereas Navy Mess Managers were once able to attract

military customers as a result of their ability to provide

price breaks on food and drinks, the implementation of mil-

itary personnel ceilings and gradual removal of CPS subsidies

has all but decimated the competitive edge that they once

enjoyed over their commercial counterparts. (1411 Similarly,

other MWR field activity managers (particularly Recreation

Fund Activity Managers) have been placed in the unenviable

position of having to contend with reductions in appropriated

fund support which has led to increases in the prices which

they must charge to their military customers or reductions

in services.

In addition to coping with the uncertainties of Congres-

sional policies and funding, MWR Field Activity Managers

must, in certain situations, respond to other circumstances

which are beyond their immediate control. For example, status
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of forces agreements with some foreign countries preclude

the firing of foreign nationals even though a reduction in

personnel is needed as a result of declining local patronage.

Managers must also respond to reductions in their patron

population as a result of base or facility closures (e.g.,

the cyclical opening and closing of the Naval Base in Long

Beach, California). Lastly, managers (particularly Mess

Managers) must be especially sensitive to needs of retired

military personnel in areas where a large portion of their

patron base is constituted by retirees. (142]

Although a series of other statements could readily be

made concerning the many management variables and challenges

which confront MWR Field Activity Managers, they are not neces-

sary for the purposes of this study. The preceding paragraphs

are deemed sufficient in providing a general appreciation

for the multiplicity of environmental and organizational

factors which mold the perspectives of Field Activity Managers.

The primary points which should have been gleaned from this

section are:

1. In addition to fulfilling their accounting respon-
sibilities on behalf of NAFAS, field activity managers are
variously preoccupied with satisfying the performance stand-
ards demanded of them by their local commanders, local Ad-
visory Groups, local audit boards, active duty and retired
military patrons, the Naval Audit Service, NMPC-65, GAO,
and ultimately the Congress.

2. The perspectives of field activity managers differ
significantly from those of NAFAS management personnel.
Whereas NAFAS personnel view centralized accounting, banking,
and payroll practices from a global or "systems" perspective,
field activity managers view them as one among many other

4 . operational and administrative requirements which are levied
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upon them by higher authority. Furthermore, field activity
managers are, out of necessity, much more concerned with the
attainment of local objectives rather than the overall better-
ment of the Navy's NAF posture as a whole.

3. When compared to the internal operations of various
field activities, the internal operations within NAFAS are
much more structured, repetitive, and less overcome by a
diversity of human and other unpredictable variables.

F. CHAPTER SUMMARY

The primary objectives of this chapter have been:

1. To descriptively review and identify the basis for
the currently existing accounting, banking, and payroll ser-
vices provided by NAFAS.

2. To examine the criteria upon which NAFAS presently
measures and draws conclusions about its own performance.

3. To briefly describe the typical financial and working

environment of field activity managers.

The purpose of pursuing the above objectives has been to

prepare the reader for an analysis which is undertaken in

the following chapter to determine the relative satisfaction

or dissatisfaction which field activity managers have for

various aspects of the centralized accounting, banking, and

payroll services which are provided by NAFAS. In support of

the ensuing analysis, it is considered necessary to first

introduce the reader to the multiple goals and mission of

NAFAS. In so doing, the author illustrated where and how

NAFAS functions as a subset of the larger MWR, NAF flow, and

investment policies of the Navy. The perceived need to

conceptually place NAFAS within the larger context of Navy

MWR programs and the NAF flow process was driven by the

following:
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. 1. In analyzing the relative satisfaction and/or dis-

satisfaction which field activity managers have for the

mechanics of the centralized accounting, banking, and payroll

services which are provided by NAFAS, it must be recognized

that these services are provided on a concommitment basis

with the overriding need and desire to centrally collect,

invest, and redistribute Navy NAFs in order to improve the

Navy's NAF posture as a whole and to ensure that equitable

MWR services are made available to all Navy members.

2. In undertaking the analysis, the author was cautioned

by the Director of NAFAS that difficulties might be encountered

in distinguishing between the grievances that field activity

managers might have for the specific services which are pro-

vided by NAFAS and the more general frustrations which they

might have for existing Navy MWR policies as a whole. For

example, the recent decision to centrally collect all CPS

profit distributions is known to be widely unpopular among

Navy Mess Managers, particularly those whose Messes are co-

located with profitable package stores. [Ref. 1431 Concur-

ring with this observation, the author found it necessary to

describe the broader MWR policies of the Navy in addition to

the details of centralized accounting, banking, and payroll

procedures in order to provide a backdrop for segregating

NAFAS-related problems (if existing) from the grievances

which field managers might share for Navy-wide MWR policies

in general.
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A considerable portion of this chapter was dedicated to

discussing the details of centralized accounting, banking,

and payroll procedures, including source document submission

by field activity personnel and internal operations within

NAFAS. The objectives of this discussion were to:

1. Provide the reader with an appreciation for the

administrative and procedural demands which are levied on

*field activity managers and bookkeepers in support of the

centralized accounting, banking, and payroll systems that

are operated and/or sponsored by NAFAS.

2. Describe the financial management and accounting

information which field activity personnel receive in return

for their administrative efforts.

i 3. Develop an appreciation for the scope of operations

within NAFAS by describing the duties and responsibilities

of each functional department, the production volume in which

NAFAS deals, and the procedures which NAFAS employs in ensur-

ing that quali.ty and timely services are provided to field

activity subscribers of the centralized accounting, banking,

and payroll systems.

A comprehensive discussion of the foregoing areas was

prompted by the fact that, in the following chapter, the

author's analysis delves into the specifics of centralized

accounting, banking, and payroll procedures and, in all

probability, could not be fully understood in the absence

of substantial background information. Impetus for describing
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the scope of operations within NAFAS evolved from the fact

that the author's ensuing analysis is based on a worldwide

survey in which field managers were allowed to comment on

any and all problems which they are currently experiencing

with the centralized accounting, banking, and payroll ser-

vices provided by NAFAS. In fairness to NAFAS, it is believed

that the reader should be familiarized with the production

volume for which NAFAS is responsible, the limited number of

personnel (e.g., less than 50 people) that NAFAS employs, and

the variety of internal safeguards and management practices

(e.g., stringent source data verification requirements and

internal review of all outgoing financial statements) which

NAFAS already conscientiously exercises in attempting to

prevent errors, reduce delays, and achieve high customer

satisfaction with centralized accounting, banking, and pay-

roll services.

A brief discussion of the Touch-PAY payroll accounting

system was separately undertaken in this chapter to provide

the reader with sufficient background information in the

operation of the system so that questions and issues re~ated

to payroll accounting could be addressed in the following

chapter. As previously mentioned, NAFAS does not directly

provide centralized payroll services to MWR-field activities.

Instead, it sponsors the Tough Pay System (TPS), coordinates

new installations, and provides technical and training guid-

ance on behalf of participating field activities. Because of
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NAFAS's detached role in the physical operation of payroll

accounting, an analysis of TPS was not originally included

in the objectives of this study. However, it evolved as a

corollary to the central theme of accounting and banking

when, during the course of research, the author decided to

expand the scope of this thesis to include all centralized

systems which are either operated or sponsored by NAFAS.

The chapter was concluded with a brief overview of the

dynamic and multi-faceted environment in which field activity

perspectives are molded. The primary motive for this section

was to reinforce the fact that field managers maintain a

"dotted-line" relationship with NAFAS and are ultimately

accountable to their local commanders, advisory groups,

audit boards, and military patrons in the management and

operation of their activities. Another highly important

objective of this section was to emphasize the fact that

field activity managers are both confronted and preoccupied

with a sizeable set of variables (e.g., Navy-wide policy

changes, locale, command priorities, and patrol preferences)

in the running of their facilities. Out of necessity, their

view of world needs and administrative priorities are not

the same as those of NAFAS nor are they necessarily homo-

geneous from one activity to the next.

In objectively assessing the overall performance of

NAFAS from the perspective of field activity managers, environ-

mental factors must be taken into consideration. Isolated

problems and/or those which are unique to particular types
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of activities (e.g., overseas activities) must be differen-

tiated between problems which appear to apply to all activi-

ties in general.
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III. THE ANALYSIS

A. FRAMEWORK FOR ANALYSIS

The thesis objectives that were outlined in Chapter I of

this study evolved from two differing views of the relative

efficiency and effectiveness of the centralized accounting

and banking services which are operated and maintained by

NAFAS. As evidenced by Exhibits III-1 and 111-2, written

and oral comments by headquarter's level officials have

lauded the many advances in centralized accounting, banking,

and payroll systems over the past several years. Exhibit

III-1 was originated by the Director, NMPC-65. Exhibit

111-2 was directly extracted from Congressional testimony

during hearings before the Nonappropriated Fund (NAF) Panel

of the House Armed Services Committee in October 1979. [1441

In this passage, Mr. Dave Cosco (NMPC-65) and Rear Admiral

Fran McKee (Assistant Deputy Chief of Naval Operations) were

responding to questions which were being posed by Congressman

Dan Daniel (Virginia) and Williston B. Cofer (professional

staff member).

Common to Exhibits III-1 and 111-2 are that the central-

ized accounting and banking services which are provided by

NAFAS have contributed to reductions in personnel workloading

in bookkeeping and accounting at the field activity level.

Conflictingly, these and other laudatory comments put forth

by headquarter's level officials stood in stark contrast to
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DEPARTMENT OF TH, NAVY
NAV"L MILITARY PIASONNIEL. COMMANO

WASHINGTON. O.. 20370 . 0 4s0. tuoa

From: Director, Recreational Services Division
To: Head, Nonappropriated Fund Accounting System Section

SubJ: Sustained Superior Performance of the Nonappropriated Fund
Accounting System Section

1. During the period 1977 to 1980, the Nonappropriated Fund Accounting
System Section (NAFAS) has had a record of exceptional performance
deserving of special recognition. The following achievements are
examples of that performance record:

a. In August 1977, the Nonappropriated Fund Accounting System
Section was reorganized. The Mess Central Accounting Unit and the
Recreation Accounting Unit, which had been separate entitles to this
time, were disbanded and replaced by the NAFAS Field Accounting and
Banking Services Unit and the Production Systems Unit.

b. Also in 1977, the transfer of E14 Clubs from 1AVRESSO to SUPERS
caused NAFAS to provide accounting and banking support to approximately
120 additional field activities. This additional support was achieved
smoothly without the requirement for additional staff.

c. In July of 1977,'the Operational Performance Information System
and the Fund Solvency System were implemented to provide NAFAS users
with expanded financial information for the purpose of identifying
potential problems for management review.

d. In October of 1977, NAFAS implemented a new automated cash
transfer system for MESS/CPS and Billeting Funds. In 1979 this system
was implemented for Recreation Funds. This more rapid cash transfer
system provided an additional S8 million into the investment portfolio.
Concurrent with this new system, NAFAS took the responsibility for
reconciling approximately 600 local bank accounts monthly. Prior to the
achievement of this objective, forty percent of these accounts were
never reconciled locally. In addition to providing a much needed cash
control element, the workload of field bookkeepers 4as significantly
reduced.

e. In 1978, NAFAS implemented a mocified Mess Central Accounting
System (MCAS). This modification provided greater flexibility and more
-eaningful financial information to the system's users. 7he calculation
and oresentation of an "Acid Test" ratio is measured against the t.arget

"Acid -es" ratio vas implemented as an added element of this 'ACAS
m odification. 4dditionay, th is modification prvided arocessng
eff'ciencies alTowing a more rapid preparation of "nancial statements4nicn in turn could be utilized more effectively by lanagement.

Exhibit III-1. Letter Citing Sustained Superior Performance
of the Nonappropriated Fund Accounting System
Section
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f. Also in 1978, NAFAS implemented an automatic cash transfer
system which is utilized to collect loan repayments and sales assess-
ments, and to fund grants and loans to activities without the necessity
of preparing individual checks locally or centrally. This system also
enhances cash control in that it has rmoved the necessity for mailing
over 600 negotiable cash instrmnents in the mails each month. Further-
more, this system reduced the field bookkeeping workload significantly.

g. In October 1979, ILAFAS moved to reduce FY80 operating costs to
the FY79 level, despite mounting inflation. This exercise included a
review of local activity bank balances which resulted in the transfer of
an additional $1 million into the Central Fund investment portfolio.

h. Also in 1979. NAFAS was tasked with responsibility of implementing
an automated bank reconciliation for the Touch Pay System payroll bank
account. This system. implemented in February 1980, is achieving a much
desired cash control element and was accomplished without additional
staff. At this time, NAFAS assumed responsibility for coordination of
all Touch Pay System payroll matters. The system which serves 20.000
employees, was transferred from RSRSO Treasure Island and NAFAS assumed
this responsibility without establishment of additional staff.

2. From 1977 to present, the WAFAS has achieved a monetary recurring
savings of almost $1 million which continues to accrue to the benefit of
the Navy coumnity each year. The AFS has also achieved a significant
expansion of Its support mi.:on over the years that has resulted in
more meaningful and broader financial management information for individual
iAFI activity managers and the chain of command. Perhaps, of equal
value are the elements of achievement that significantly reduced the
workload of field bookkeeping staffs. Oue to the above achievement and
it day-to-day professional contacts with the field, XAFAS has brought
about a much improved level of credibility.

3. The AFAS has made a contribution that has enhlanced the quality of
life in the Navy and will continue to do so in years to come. This
record of sustained superior performance could not have been accomplished
without exceptional oerformance of every member of the WFAS Staff.
This performance has reflected great credit upon the Recreational
Services 3ivision and is in keeping with the highest traditions of the
United States 4avy.

Captain, SC, . 4avy

4
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* opinions expressed by the author's fellow students at the

* ; Naval Postgraduate School who, based on their prior expe-

riences with NAF accounting and banking procedures, verbally

alleged that:

1. Centralized accounting and banking procedures cause

duplicate accounting and bookkeeping to be performed by field

activity personnel due to unacceptable time delays which

occur between the activity's submission of accounting source

documents at the end of each month and the physical receipt

of monthly financial statements from NAFAS. Field activity

managers cannot afford to wait until the middle or end of

each month to determine how their activity performed during

the preceding accounting month, particularly when they are

Y required to brief their immediate superiors on the financial

status of their activity immediately following the end of

each accounting month. Accordingly, they find it necessary

to parallel the efforts of the Nonappropriated Fund Account-

ing System Section (NAFAS) by preparing their own "in-house"

accounting reports and financial analyses in order to keep

closely abreast of developing trends within their activity

and to satisfy the information requirements of their

superiors.

2. Because of their requirements to locally prepare

"in-house" facsimiles of NAFAS accounting reports, field

activity managers derive little or no practical value from

the monthly financial statements which are provided to them.
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-The financial statements which are prepared by NAFAS provide

little in the way of new or enlightened financial management

information.

3. Centralized accounting and banking procedures are

especially frustrating to overseas activities due to mail

delays and/or to activities which are not conveniently

located near a local banking facility.

4. When occurring, errors in the Mess Central Account-

ing System (MCAS) and Recreation Central Accounting System

(RCAS) statements take a long time to correct (e.g., several

accounting periods).

5. Because of inadequate training support and technical

documentation, many local commandcrs and field activity man-

agers do not fully understand nor make use of all of the

financial management information which is provided to them by

NAFAS on a monthly basis. This is especially true of the

comparative analysis section of the MCAS operating statements.

Exhibit III-1 was provided to the author by the Director

of NAFAS who, when subsequently queried, candidly admitted

that no known, formal field survey had ever been conducted

to statistically support many of the positive claims which

had been made concerning centralized accounting and banking

procedures, including those related to reductions in work-

loading at the field activity level. The Director further

agreed that a formal, worldwide field survey might prove

valuable in determining the extent to which problems such
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as those identified by the author's classmates exist among

the 695 participating activities of the MCAS and RCAS.

Following substantial research, the questionnaire shown

in Exhibit 111-3 was constructed by the author with the assist-

ance of the Director of NAFAS, fellow students, and the

Recreation Director of the Naval Postgraduate School. It was

then forwarded to all 695 participants of the MCAS and RCAS

for the expressed purpose of justifying, to the maximum extent

possible, the positive or negative impact which currently

existing NAF accounting, banking, and payroll (which was

added to the survey) systems have actually had on field

activity managers and bookkeepers.

The questions posed in the author's questionnaire were

selected from a much larger pool of questions and were

specifically designed to assist in assessing both the

efficiency and effectiveness of centralized accounting, bank-

ing, and payroll procedures from the perspective of field

activity managers. In assessing efficiency, timeliness and

accuracy were considered to be the most important measure-

ments based on the au.hor's readings of several management

texts. Accordingly, questions one, two, and eight specif-

ically address these elements. All other questions contained

in Exhibit 111-3 are directly keyed to:

1. Assessing the effectiveness with which the financial

management information and guidance provided by NAFAS have

assisted field activity managers in planning and managing
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questionnaire

ACTIVITY DATA

1. Name/Location of Reporting Activity:

2. Name of Activity Manager:

3. Rank/GS Rating of Activity Manager:

4. ?hone Nr: Autovon: Commercial:

S. Number of Years You Have served as Activity Manager:

6. Summary of Your Previous Educational and Professional Training
Experiences in Financial Management:(e.g. degrees, formal training
and previous assignments)

7. Do you desire a summary of the results of this survey? Yes :o

SURVEY QUESTIONS

1. a. On the average, within how many days following the end of each
accounting period are accounting source documents placed into
the mail for forwarding to NAFAS? DAYS

b. What are the primary causes for delays in the mailing of
accounting source documents? (please briefly comment)

2.On the average, how many days following the end of each account-
ing period does it take for MCAS/RCAS accounting reports to
reach you activity? DAYS

3. a. Are you required to meet with you Commanding Officer or
inediate superior following the end of each accounting
period to report the financial status of you activity?
(circle one)

a. Yes
5. No

Enclosure (1)

Exhibit 111-3. Questionnaire
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b. If yes, approximately how soon after the end of the account-
ing period do these meetings take place? DAYS

c. If not after the end of each accounting period, please
state how frequently you meet with your Commanding Officer
or immediate superior to discuss the financial status
of your activity:

To what extent have delays in the receipt of MCAS/RCAS reports
diminished their usefulness as a financial management tool?
(circle one)

a. Reports are extremely useful despite delays.
b. Usefulness of reports is partially diminished.
c. Usefulness of reports is greatly diminished.
d. Reports are rendered totally useless.

Please Briefly Amplify:

5. Do delays in the receipt of MCAS/RCAS printouts necessitate
additional accounting/bookkeeping efforts which could be
eliminated by their more timely delivery? (circle one)

a. Yes
h. Ho

Please Briefly Amplify:

5. To the best of your knowledge, has MCAS/RCAS reduced the
administrative requirements for financial bookkeeping within
your activity? (circle one)

a. Has greatly reduced previously existing bookkeening
requirements. (by 25% or zrearer)

b. Has partially reduced previous bookkeeping requirements.
(by less than 25%)

c. No %risible change from previous requirements.
d. :as increased bookkeening requirements.
e. Cannot state with zertainty the effects which MCAS/

RCAS have had on bookkeeping requirements.

7. a. Has the implementation zf MCAS/RCAS reduced the number
of personnel assigned :o accounting functions It your
activity? (circ7e one)

a. Yes
b. No

c. Not sure

Exhibit 111-3. (cont'd)
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b. If yes, approximately how many man-hours per day or
billets have beer eliminated? _A_-____

9. a. Are MCAS/RCAS accounting reports accurate? (circle one)
a. Virtually no errors.
b. Occasional errors.
c. Frequent errors.

b. To what would you attribute the most common cause
for errors?

9. To what extent do MCAS/RCAS printouts assist you in the
financial olanning and management of you activity? (circle one)

a. Informtion provided is highly practical and usefu
in planning and managing the finances of this activi't7.

b. Information provided is of limited practical value
in planning and managing the finances of this activity.

c. Information provided is of little or no practical
value in planning and managing the finances of this
activity.

Please Briefly Amplify:

10. Which MCAS/RCAS reports or sections thereof do you consider
to be the least worthwhile? (Please comment. 7f all are
worthwhile, so state.)

11. a. Are the Fund Solvency Section of the MCAS alance Sheet
and Comparative Analysis Section of the Doerations 3ra-e-
ment useful management tools? (MCAS participants nly)(circle one)

a. Yes
b. No

b. Briefly state why or why not:

2. a. o you consider the self sufficiency information provided
.y -CAS to bp a useful financial tanagement (?ecreai: n

Managers only) (circle one) a. Yes
o. Mo

Exhibit 111-3. (cont'd)
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b. Briefly state why or why not:

13. Excluding delays in the receipt of MCAS/RCAS raports, whale are
your 2 greatest frustrations with respect to the Centralized
Accounting System in which you are currently articiating?

1.

2.

2A. a. Have the centralized/concentration banking services cur-
rently coordinated by NAFAS reduced a ministrative work-
loading at your activity? (circle one)
a. Yes, workloading has been reduced.
b. No significant change in workloading.
c. There has been an increase in administrative workloading.
d. Not sure.

b. If yes, by approximately what per centage amount? _

c. If yes, please cite some of the improvements which have
been made:

15. ?rior to the implementation of centralized banking pro-
cedures, how frequently were local bank accounts reconciled
at you activity? (circle one)

a. Monthly
b. Less often than monthly
c. Never
d. Not sure

9i. From you perspective, what are the greatest deficiencies and/or
frustrations associated with centralized banking procedures?
(please comment)

4

Exhibit 111-3. (cont'd)
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17. If the "Touch Pay" payroll system is installed at your activity,
to what extent has it eased the clerical burdens of payroll
accounting?

a. Has greatly reduced the clerical burdens associated
with payroll accounting. (25% or greater)

b. Has slightly reduced the clerical burdens of
payroll accounting.(less than 25%)

c. Has increased the clerical burdens of payroll
accounting.

d. Not sure.

18. Would you agree that the "Touch Pay" system has greatly
reduced accounting efforts previously associated with
year-end W-4 form preparation? (circle one)

a. Yes
b. No
c. Not sure

19. Has the "Touch Pay" system significantly reduced the accounting
and administrative problems formerly experienced in complying
with Public Law 92392 and DOD wage policy guidelines?
(circle one) a. Yes

b. No
c. Not sure

20. From your perspective, what are the greatest deficiencies
and frustrations associated with "Touch Pay" payroll
accounting? (Please comment. If no deficiencies, so state.)

21. Do you consider training support and technical documentatior
(e.g. formal/informal courses and assist visits, training
manuals, instructions, notices etc.) provided by M1AFA$ and
NAVCOMPT to be fully adequate with rescect to centralized
accounting, banking, and ?ayroll pricedures?(circle cne)

a.Yes
b. No

:f no, briefly comment as -o why :hey are not fuly adequate:

Exhibit 111-3. (cont'd)
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22. a. From you perspective as a field activity manager, t-o
what extent have the centralized accounting,
and payroll services provided by NAFAS :ontritb.te,!tU or detracted from management flexibility within yo.rr
activity? (circle one)

a. WAAS services have significantly :cn-tue,
to management flexibility.

b. Management flexibility has slightly increasei.
c. Management flexibili1ty has been slightly reducied.
d. Management flexibility has been greatly due.

b. In what specific ways has management flexibility been
altered! (?lease Comment)

c. Do you believe that you would be better off if decentral-
ized accounting, banking, or payroll services were
reinstituted at you command? (please explicitly comment)

23. Objectively rnd candidly speaking, to what exten~t o icu
consider yourself to be technically Knowledgeable In
following areas:

a. The overall mission and mnultiple goals -f -IF, (~~ ne)
a. Thoroughly knowledgeable.
b. Fairly knowledgeable.
c. Vaguely familiar.

. quite fr-n~y my knowledge of ':AF.43 i itit
general faniliarity with only those seri/::es -! a
'1AFAS spe cifically perfcrms -on te'nsf fci zK

-. he philosophy behind and dollar tenefits ieri-,es Ir-
concentratio'n bZanking '?rocedures7 (circle ore.

a. -horoughly knowledgeatle.
3.Fa- ly' kncwledgeable.

/ague y farnil.ir.
7.?raii, my n-1 e~ec t~i -cros and -onso

concentration banking servi:::s is q,. -!-

Exhibit 111-3. (cont'd)
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23. (continued)

c. The philosophy behind and financial basis for the Navy's
2[. Nonappropriated Fund Central investment Portfolio?S(circle one)

Sa. Thoroughly knowledgeable.

k eb. Fairly knowledgeable.c. Vaguely familiar.

d. I know hat the ortolio exists, ut nst much else
about it.

e. I am bo h unaware of the existence of the olrfolio
and the financial basis for it.

P'-"24. To what extent did you participate in or consider yourself~knowledgeable in the decentralized accounting, b~anking, and

payroll procedures which existed prior thei*r centraliza-,ion
by MFAS (?lease Comment)

a. Accounting:

b. Banking:

"-. Payroll:

15. How many personnel are currentiy assigned to :he following
fu;nctions within your acti'vity?

a. Accounting:PESNE

b. 2anicing: PES0'NZL

c. ?ayroll: PERSONNIEL

-oes a single indi'viual -erform all or more than rne zoz
_ese funcions? (?lease 'o ",enr)

Exhibit III-3. (cont'd)
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their operations. (Questions three, four, nine, eleven,

twelve, twenty-one, and twenty-three.)

3 2. Assessing the effectiveness with which centralized

accounting and banking services have contributed to reduc-

tions in personnel and administrative overhead at the field

activity level. (Questions five, six, seven, and fourteen.)

3. Assessing the effectiveness of the "Touch Pay" pay-

roll accounting system. (Questions seventeen, eighteen, and

nineteen.)

4. Assessing the extent to which existing accounting,

banking, and payroll procedures contribute to or exhibit

management flexibility at the field activity level. (Ques-

tion twenty-two.)

5. Providing a forum for the identification of any and

all unforeseen problems which field activity managers might

be experiencing in conjunction with centralized accounting,

banking and payroll procedures. (Questions ten, thirteen,

sixteen, twenty, and all other sections within the question-

naire for which provisions were made for narrative, amplify-

ing remarks.)

The Activity Data Section of Exhibit 111-3 and question

twenty-four were consciously included in the author's ques-

tionnaire in an attempt to gain insights into the background

and relative experience levels of those field activity man-

agers who elected to participate in the author's survey.

4Special concern was given to determining the number of
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respondees who were either knowledgeable in or who had

directly participated in the NAF accounting, banking, and pay-

roll systems which were utilized prior to the implementation

of currently existing systems by NAFAS.

Question fifteen is unique among the other questions

which were posed by the author's survey. As explained in

Section C of this chapter, it is used tu highlight some of

the methodological weaknesses that are inherent in any statis-

tical survey of the magnitude undertaken by the author.

Subsequent sections Of this chapter are exclusively ded-

icated to presenting and analyzing the data, information, and

opinions which were expressed in field activity responses to

the author's questionnaire. In Section B, data are presented

for those questions in which field activity managers were

asked to select between a limited number of pro forma res-

ponses that were made available to them by the author. In

Section C, the data contained in Section B are subjected to

a variety of analytical techniques, including quantitative,

statistical methods. Lastly, in Section D, a subjective

analysis is applied to field activity responses to free form

questions which were posed by the author and the narrative,

amplifying remarks sections of the formatted responses which

were previously reviewed in Sections B and C.

B. DATA PRESENTATION

The purpose of this section is to aggregate and display

field activity responses to pro forma questions in which
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* participating managers were forced to select between a

limited number of answers that were provided by the author.

A total of 217 persons representing 277 field activities

participated in the survey. The 277 activities that were

represented in the survey consisted of the following:

1. MCAS Activities

Navy Messes 112

Consolidated Package Stores (CPSs) 40

Bachelor Officers' Quarters (BOQs) 35

Central Accounting Offices (CAOs) 9
kM

2. RCAS Activities 81

Total MCAS and RCAS Activities 277

Deriving the above totals was complicated by the follow-

ing conditions:

1. At many installations, a single individual is

responsible for managing more than one activity (e.g., two

or more Messes), which contributed to the disparity between

the number of individuals actually participating in the

survey and the number of activities which were represented.

2. In other instances, local Department Heads at report-

ing installations elected to consolidate inputs from their

subordinate MWR activity managers and submit a single response.

Fortunately, the number and types of activities for which

responses were being consolidated were, in all cases, sum-

"! marized in the completed survey.
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3. A total of nine central accounting offices (CAOs)

participated in the survey. Again, central accounting office

managers differentiated as to whether or not they were sub-

mitting a single response representing only their own views

or a consolidated response representing the views of the

activities for which they have accounting responsibility. In

cases where only their own views were represented, one MCAS

and one RCAS activity were credited to the above totals when

answers were provided for both the MCAS and RCAS systems.

The data contained in this section are based on the

number of activities which were represented in the survey and

not the number of field activity managers who submitted res-

ponses on their behalf. For example, in instances where a

IT single field activity manager provided responses on behalf

of three activities under his or her cognizance (e.g., three

Messes), the same response was recorded three separate times

as if it had been submitted by three separate managers. This

approach was necessitated by the fact that the statistical

analysis which is undertaken in the following section of this

chapter is based on the total population of all activities

and not the number of field activity managers within the MCAS

and RCAS systems.

Another observable feature of the data is that, whether

by accident or through their own choosing, responding activ-

ities frequently completed most, but not all, of the questions

that were posed in the survey. In some instances, the
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" responding individual consciously decided not to answer the

* questions by indicating "not applicable" on the questionnaire

even though the question was highly applicable to his or her

activity. For whatever the reasons, combined MCAS and RCAS

responses to individual questions ranged from a high of 275

to a disappointing low of 137 (for question number twenty-

two) and no single question was answered by all 277 activ-

ities that were represented in the survey. Accordingly, the

base upon which percentage figures are computed in the exhib-

its that follow varies from exhibit to exhibit due to the

differing number of field activity responses that were pro-

vided for each question.

To facilitate their review, Exhibit 111-4 contains an

exhibit summary which crossreferences each subsequent exhibit

within this section to the applicable question within the

author's survey from which corresponding data were aggregated.

It should also be noted that, for certain questions, the

responses of MCAS and RCAS activities are presented separately.

C. QUANTITATIVE ANALYSIS OF STRUCTURED RESEARCH

The purpose of this section is to quantify and analyze

the data which were presented in the preceding section of

this chapter. A variety of analytical techniques are employed

in attempting to draw conclusions about the following areas

of concern:
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MANAGRS COIDER~ THEKSEVJS =W~iJ=ZLI = M
PHILGSOPH! MMD AND DOLLAR aBWITS DfIVM
22ROX C0NCNTRIOX 31AI= PEjS..... . .'uat 3.~

111-26 EX TO AIMH MOA AND ROAN S ACTIVITY
XAZW3in casna Tswmv1U UOULEGRAZZIN~

.4 T= P9nMOW MI AND YMnACIA HAS FOR
TE WlINS S3PRPRAE FU ETAL =nV=-

111-v7 *ii OR NOT =AX3 N H=MON PRMnOU'in Q=
AnITIONAL ACOuu'w/OOMUM 7flO***** .Questiozn Ure 5

Exhibit 111-4. (cont'd)
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Exhibt SM Subhiect --- r

III-M -EE OR NOT DMA~ - pf AS PRnOUm cA=
AMIIOU ACMUIWMOMMMWO..,Q........ Hmti r. 5

111-29 MM OR 03W0 DJXS3 N CAS AND RCAS PRISOM?
CAMM AACCGMM/MOMOM MM ....Qwaetiz 2r. 5

=1-30 .m TO WHI a WASW RD= LOAL 3001-
*............................ Ztio= Iwo 6

111-31 A- To UZOR RCAS UAS RZM LOCAL B300K
-MlW *lQIRM .................. Qsto r 6

M-32 ZMTO MIC WAS AND WCAS HU MUE IoOCAL
BOOmEa EURE ............ &Qsim1-

111-33 03ME O =2 TIM W as OF =CAw HAS_

rU M = W 0? NEM ACCOMMIT PWAS0 AT TU
LOCAL LLYM ....... ..................... o....... .*estion 1-r. 7

-11-5 WEM01O NOT M WWAION OF MCAS AND =OAS

TH L0CAL. IBV~lft............. .oo ... .o........Qustiom Xr. 7

M1-36 tlPACT OF M!1ALIMMC~nAThXZ0 UM=S M-

*CIIM .. ... . Qu ti :L.L-

=1-37 !nWhT 0F C=A=DCMMMTO 3u SU-
VIC=~ OR Al 1AV 11 dpimanG OF RcAs

.4 11-38 laz nu'c O oi ~m ED~coam1Tics
BAM SERIMc ON M A'ldO~Z RUD
OF EI AND 1=A ACTIVI'T ......... o.. . ...... .Queticoa Zr.14

=--N MO 1.0 O MC TOUO-PAI PAn=L AOcOID
SIS'E HAM ZA TO aMICAL BUR OF PAYMTLL
ACOOM!T AM= M AND RCAS AOTITI - o. o.. o o o.;Zmtiom lr.17

Exhibit 111-4. (cont'd)
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M1-40 -mm OR NOT TM TOH-PAI PAn~lL ACCOMM

111-43. ORM NOT TS TOUCH-PAI PAn= LL =
8K13M 3IOZWZO R==N TI ACCOW=~/

AN~.WA MTU OFD OP~ ~NI 9239Z/ =O
L1wR POLIO! mU.e.............QZS±f r.19

1-42 ZZ= TO WEMCR aE3ZAZ ACCOMM,3MMS6
AND PAnLL s~Vs PN.ovne IM WAWA HVE CCH-

TflM TO / DZhA= 110 MIa aUUM

n-43 == TO MCK Cin=L= ALOCO3. 311=.
AND PAV=L 31OU My=V~ N IAl 102 COS-
=ME=f /DhRMAC M1K M NADGU

=1-44 rZ TO WHICR CUTRL~m, ACCOMMN, B3AZM,
An p~flOL SKVZC PRMM Im K a UAlSmA CON-
nnmu To/mmCu= 110 NAI~3Im nLaariT
O1F WAS AND RMA M .*......umto .22

n1145 ?HzQuUET OF an1 ItNILI P'T. TO E
MUMMOIK OP CEVZELIM BAWR jRCS . .. mticu.r.22

Exhibit 111-4. (contt d)
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2..

ACCURACY OF EAS ACCOMM~ REOMS

Total Number of Activities for 'Wbch Respone Vere Submitted: 193
kreakdomn of Responses: R

A. Viztua11.y no ero's.............................. 321 62.7

Totl.. .**.**..*****.*~****e*****as****193 100

Exhibit 111-9. Accuracy of MCI: Accounting Reports
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3 34,0 A 62C

ACCURACY 0F WAS ACM0MIM REP0CS

Total Niibei' of Activitiea for' Vhich Rexpon Wmo Sttd: 79
Breakom of Rspmms:

A, Virtually no ezz=*ozs............................. 49 62.0

3P Occaaional fl'sO!5............................... 27 34.2

m79100

Exhibit 111-10. Accuracy of RCAS Accounting Reports
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B 34.6% 625

ominED ACCURACY 01? EAWRPAS ACCOT= W0R

Total Nuber of Activities for Which Responses Were SiiLtted: 272
Breakdown of Responses: A

AL. Virtually no 1Z5...eee..oeeeee. 170 62.5

B. Occasional *TT;. S.. ... .. * . . . . ....... ".. . -- 94 34.6

C. fieqnnt . 8 2,9

. ... ....... 22 1000.

-4

Exhibit III-ll. Combined Accuracy of MCAS and RCAS Accounting

Reports
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342.4 A57.

RE~FOR EAS AND ROAS ?I= ACTIVII NAMAS TO PMW S

Cox"==;ND OmmI OR nfUh= Mpg=z FLWWM MM W) Op Z= ACCOUE-

WPWlOD TO REP= FIKACIL MMTU OF MM ACWIIT

Tota Ninber of Actii~m for aWich Impowes We=. fbuitted4 Z9
B~vainlm of Reprns:

Exhibit 111-12. R Iequirement for MCAS and RCAS Field
Activity Managers to Meet with Their Com-
manding Officer or Immediate Superior
Following the End of Each Accounting
Perodto Report the Financial Status of

198



DE'PAL? OF DMJL!3 ON ~USPMS OF WAS REPO2

Total Niuber of Activities for Which Respnes Were SWutted: 191.
Breakdo~m of Responses: N

A, Reports are eztremly useful despite delgm ........ NY7 56.0

330 tUefrmness of Zreportg is partiaLly Min-uihedL..... 57 29.9

CO Uaefujmen of reports is greatly d~m~ngbd....... 22 11.5

D, Reports are rendered totally usla........5 2.6

Exhibit 111-13. Impact on Delays on Usefulness of MCAS
Reports
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DWAC OF DEAMS ON USE== OF RS RMPM

Total Nuaber of Aativities for Which Resp We e Subtted 79
Breakdown of Respa....:LA. Reports ame extremely useftlJ despite delamo ....... .41 51.9

3. Uesafless of repors is partiafjy d u .inhed.......29 36.7

C. Usefulaes of reports is gsatly d shae........ 8 20.1

Do Reports ar rendered totally nseless....oo.......... 1 1.3

Exhibit 111-14. Impact on Delays on Usefulness of RCAS
Reports
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B 31.90 k544

Dou DiCT op DELAI oil usamam op irCsa= wz~oi

* Total susof Actiities for Which Responses Were Sizimittad: Z70
Brea~ma of Responses: -1

A. Reports ame extrwely usefulJ despite day....1854.8

B. Uefuleu of reports is partially djmzuishedO..... 86 31.9

4 C.~~a Usefulness of reports in greatly d±i~se....30 11.1

D, Reports are rendered totall sees........ 6 2W

Total..... 000.*0 ....0 ****0* .. ....... *00 00. ...... 00 100.0

4 - Exhibit 111-15. Combined Impact of Delays on Usefulneso
MCAS and RCAS Reports
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C 32.3%

Ii:

B 2E6C% 59-S%

T O WMC WAS PRhED0U ASSMIII PIANCAL PIAhWM AND N*AIWA

Total b of A tivities for Which Resos Were bm isd: 3B
,reku of Responses: ER

A. Information provided. is higbly practical and use-
*-ful in plzin and .auaid the finances of this~~~activ ..ity.....................eoo 09el 59o9

B. Information provided is of limited pratical, value
in pUanin and maonain the finances of this

C. Infoxwtion provided is of little or no praeti a .
value in. plin&4g and gmig the finances of this
l tivity.*oo**** .************** ** o************* 22 12.1.

4 -Exhibit 111-16. Extent to Which MCAS Printouts Assist in
Financial Planning and Management
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B 15.2%

A 75.3%-

E= TO WEICIERCAS ?=lIOUTS ASSIST IN~ MWICIAL PLA1RMM ANID MAAEMEN

Total NMiber of Activities for Which Responses Were Submitted: 77
Breakown of Responses&

A. infomtion provided is 'highy practical and use-
ful in planning and inaging the finances of this

*0activity .... *...... *.... * .....eeoo ............ 5 75.3

3. Information provided is of limited practical value
in planning and mmaain the fin"Ances of this
activity ........... ...... ee ... ee......1 15.6

4 C, information provided is of little or no practical
value in planning and managing the finances of this
activity........... e 7 9.1

Tota... eOCCC*CCCCCCO~***~~ ~ 3B2100.0

Exhib~it 111-17. Extent to Which RCAS Printouts Assist in

Financial Planning and Management

203
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B 264.%

Moal NmeofActivities forWhich Responsa Vero Miumitted: 259
Breakdown of Responses:

ful in p1±mng and mana~ze the finances of this

B. Information pr'ovided is of liited practical value
in planning and mnna.gi the finances of this
activity...........we* *woo* *.*.*..**ooe o* ooo oo 63 24.3

C. Information provided is of little or no practical
va~lue in plazwj~n and mamaging the finances of this

Exhibit 111-18. Combined Extent to Which MCAS and RAS
Printouts Assist in Financial Planning
and Management
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1I

3 374%A622

USEPIES OF THE FMD SOL==C SECTION OP E!WAS BAIA= M AID E

Tota Number of Acti.ities for Wbhch Basponws Were ftn ctted: 288
Breaknio of Responams:

Exhibit III-19. Usefulness of the Fund Solvency Section of
,. the MCAS Balance Sheet and the Comparative

Analysis Section of the MCAS Operations
Statement

205

4



A. 93.1%

USEE'OLM OF 5 1F-6SUFFCMIC1 IRKATON FROMM BY ECI

Total Mus'of Activties fo 0? hich Respomaes W= Sbitted: 80
Breakdown of Responses: m

•B'e, 5 6.3
'00*

4 -

Exhibit 111-20. Usefulness of the Self-Sufficiency
Information Provided by RCAS

206
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LnsqC= 0? Tun sm AnD TB==CA D0CmiQ Piov=D To

WAS AO~T1!f BY. UFAS'AID ILCOMP

TOta IMbs of Activities for Vhdch Responses Were Suntte: 1.93.

BrOBsInici of ReapinM298

- Exhibit 111-21. Adequacy of Training Support and Technical
Documentation Provided to MCAS Activities
by NAFAS and NAVCOMPT
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'L 83.3%

rr

ADEQUAC- OF TR.&FM SUPPOR AND TECNICAL DOCM921=0IJ PROVMh TO

ICAS A=IVITS BY NAPAS AED NAVCQXT

Total Number of Activities for Which Reupses We-s attmtdz 77

keakdoun of Reupoau: R
A0 .Ts..*,.°°...*o..*..°... 0*0.........°..°°....64 8..

.......... 77 100,0

I -*~-Exhibit 111-22. Adequacy of Tra-,.ning Support anT echntcai
Documientation Provided to RCAS Activities
by NAFAS and NAVCOMPT

208
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B 25 I

A 74.3%

ADEQUAC OF TAG SUPQ AND TECUICAL DOCUIETATON P301Th TO

WAS AND RCAS ACTIUMSI BY WAAS AND ILVCOT

Total Nnbr of Actiit±. for Wbich Respwwe Were Sumtik 268

Brekdo~m of Rspoine; HR.

4 Exhibit 111-23. Adeqluacy of Training Support and Technical
Documentation Provided to MCAS and RCAS
Activities by NAFAS and NAVCOMPT
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D 23.7%

A 37 4 %

Z=TTO WIC WAS AND WCAS r~ A==V~ .1hAmis ccusnThEzmHNSm1

TO BE TECDICAL IN M33 OVERALL O~SIN AND GOALS OF JAPASR

ftul ramb of Activities for? Which Respauses Worn Suhtted: 272
Bre..akdown of Reaoms: A A

B. Fairly 93~debe.............. .9 33.4

D,. Quite frankly, my ktmvedge of NAPAS is limited to
a general familiar'ity with only those services that
WAAS specificai3U perform on behalf of this

eeoee~es.e~eee..59 21.7

Exhibit 111-24. Extent to Which MCAS and RCAS Field Activity'
managers consider Themselves to be Technically
Knowledgeable in the Overall Mission and Goals
of NAFAS
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D 1640

A00

C 13-SO

CWT TO WHICH WAS AND RCAS F=D AL'TIYI MNIAGERS CONSIDM TMWELVIS

MIMXIDELML TEE aPlSO= BMIO AND DOLLAR B3O'ITS DMIV MON

CQICEN'f BA24IO PROCEZMES.
Total Nuber of Activities fr Which BRsponises Were Submitted: 273

Beeialown of Responses: R

B. Fairly 3nv*aeae.............................lO6  38.8

D, Poankl~y, my kowledge of the pros and cas of cm
-oetratL.. . a.k. serices is quite .Lted....... 4 1 0.0

Exhibit 111-25. Extent to Which MCAS and RCAS Field Activity
Managers Consider Themselves Knowledgeable in

the Philosophy Behind and Dollar Benefits
Derived from Concentration Banking Procedures
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E. 3.9.2- 
.

EMM TO W S LS AND ECAS P=~ AC'!T= MANAER CQNIDER TEMMESY

UOWZDOABLfI TM PEELOSOPHI BMMD flMNCIAL BASIS F M XLVI',S

NolumpPRIAm FUN CaTEAL ih-vzsTNUT POEMLIG

Total Nuber of AtiviLties fo= Which Responses Vwe Su3i ted4 260

Breakdon of Responses:

4 A. Thorougbl loovledsabO................ooe....e. 47 13.9.

B. PairIly kzovedgeab ....... go*.............. 77 29.6

C. Vagely fmla..................4.2 16.2

4 Do I krjov that the portfolio exista, but not much else

LI-both mawaze of the existence of the portfolio
and the finacial basis for i.......... 50 19.2

4Exhibit 111-26. Extent to Which MCAS and RCAS Field Activity'
Managers Consider Themselves Knowledgeable in
the Philosophy Behind and Financial Basis for
the Navy s Nonappropriated Fund Central Invest-
ment Portfolio
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- .. .. 
-  

../ - . 4< i i

,AUS33 69.0 I, Ol I

WT
DEAY IN MOS P9R~n=W Q=US AMMITO=A =COMMMl*/ MMM0 E M EF

Total Nuifts of Activities for Which Reapomas Wee Sitt". 19
Bksadoim of Rsponse:

... o To.............o0...o....................w8.. 6 .

'4 n L......- -..-. • .. ,..........................195 100*0

;4 Exhibit 111-27. Whether or Not Delays in MCAS Printouts
Cause Additional Accounting/Bookkeeping Efforts
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* .-

A 42,50

B 57,5%

t a Numtbe of Aitios far Whbio Remps Wwre Submttad: 80
kmeluk of Respone: ]a .

424

Exhibit 1 1-28. Whether or Not Delays in RCAS Printouts Cause
Additional Accounting/Bookkeeping Efforts
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65*8P A 34,2

MUA7S fI NCAS PUROMUS CAJ ADDITIONAL ACCOUNTING/0KMUG MWMBT

Total Number of Aatiit±.s tar' Which Responses Were Sumtted: 275
Breakdown of Responses: MR1

A* Tm..e*eoeeoe*seeegeeeeoeg~e 94 34.2

Exhibit 111-29. Whether or Not Delays in MCAS and RCAS
- Printouts Cause Additional Accounting/

Bookkeeping Efforts
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B 6.

UTTO WEICKE WAS HAS EDUCM LOCAL EOMMIG MEUMMM~S

Total 2mber of Activities fo: Wbich esponses Were Sutmtted: 193
Breakdoa of Responses:

A, Eras greatly reduced previously existing book-
keping reuxmt ................3 19.7

* ~~Be inw partially reduced previousbokeps

Co So visble* change frcs previous reozeI nts.......46 23.8

Do Has increased bokiasmpg reqizmts............. .14 7.3

Be Cnnt state with certainty the effects wbich WAS

has hadon. local boWe- . 00a........0* 44 22.8

4 Exhibit 111-30. Extent to Which MCAS has Reduced Local
Bookkeeping Requirements
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D74*

B,22.%

E2T TO WHIC EQ*S Ha H~uCED LOCAL BOO~p3r REQUIREENTS

Toa lube of Activities for Which Responses were sUtte d.- 79
Beakdon of Responses:

I- Has greatly reduced previously existing book-

B. Has partially reduced previous bookkeeping
requreents.......................*.e*....... 8 22.8

Co No visible cing from previous requirements........15 19.00

D. Has increased Xokmp~g~qUre1et,80000000000906 6 7.6

Re QUt state with certainty the effects wbich RCAS
has bad on local bookkeeping requretso.........20 25.3

Exhibit 111-31. Extent to Which RCAS has Reduced Local
Bookkeeping Requirements
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23-% 2..

.

I.I

D7.4B B25.4%

C 22,4

EXMM TO WHICH EAS & RCAS HLVE REDUCM IOaL B0oma 3=EITs

Total Number of Activities for which Responses Were Subi ted: 272
Breadou of Responses:

A. Hays greatly fted pzs,±ously vtu~teel

B. Have partially reduced Previous boakiwep1n
rsqu r..............................*******. 69 254
z~~teo.,ooo....ooe....ooo0...oo..o o0.69 25.4

. No visible dnoge fro m previous zequoeot....... 61 22&4

D. Have incresaed b p reyii ............ 20 7.4

3- CuMnOt state WIth Ontainty the effects uhich WAS
and ROAS have had an local bokep1Arqit 64 23.5

Total................................................272 100.O

Exhibit 111-32. Extent to Which MCAS and RCAS Have Reduced
Local Bookkeeping Requirements

218
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~P~OAIN OP EAS HAS I'll" NIMl 07 O ACC0I P!2S0Nm

Toua abz of Astivities for Which Rspoines Were Sutted: 194
BxacdauD of Respocseu:

65e

Exhibit 111-33. Whether or Not the Implementation of MCAS has
Reduced the Number of Accounting Personnel at
the Local Level

219

4J



D WLAIN OF RMh WA EUM THE NUflE OF ACC0= PERSONM

Total gumb of Activities for W~hich Responses Were Sakmitted: 81
Breakdown of Responses: I

A* Ys.... ........ e.~ee.e.*......14 17.3

C. Not sue.** .................... 13 16.0

0Exhibit 111-34. Whether or Not the Implementation oa
Reduced the Number of Accounting Personnel at
the Local Level

220



DMWMMMON OF E&WA HAVE RE=UC TO NMflI OF ACC*MITM PU

Toa~l limber of Activities for' Which Rgspmnes We= &zhtted: Z75
kreakdoum of Responses: E

-- Exhibit 111-35. Whether or Not the Implementation of MCAS and1,
RCAS Have Reduced the Number of Accounting
Personnel at the Local Level

221



B3404

IMPACT 0F C~ALIZ3/CMKr3ATTON BhECM SERVICES ON A3ISTAjk

W0Rf~0 OF 01 AS ACIVXT=

Total lumber of Atiltieg for Which Reepoaeam Were Sumtted& 8
BreaJdow of Rexpwns: E

A.. Yen, -k~Adng has been z'dbe..........239.4

3. No significant oba~ge iu vokldi ......... 0000-74 40-4

Co Them' has ban an -arm in a xm~niutve ubzk-

Exhibit 111i-36. Impact of Centralized/Concentration Banking
-~ Services on the Administrative Workloading of

MCAS Activities
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mr

lO~lOAINGOP ECAS AMTVIT3

Total Nimber of Activities for Which Rmpoma W4=s Submtted: 77
Dembdown of Respo~aes: AL

L. Yes, workloading has bee= zedned ................... 24 31.2

3. NO i±it chage in vo2@kloa4izgo .............. 37 48.0

a, Theme ban a n ±icrease in ednii itrative work- 0.

Do Not sr......**...e..ee *** .. 1620.8

Exhibit 111-37. Impact of Centralized/Concentratikon Banki~ng
Services on Administrative Workloading of

RCAS Activities

223



kea.-u of.,po ... i

p, - ,Z

L.2

J. X z.1adn has been rmduced. .... .... ...... 96 36.9

* .N afoMe..t..h....s i................. .. ......... 11 42 ..2

oading e*'................,............. ....** 3 1.,2

Exhibi 11 1-38. ' , Comine Impact of Cnrlzd Cnetation

I~o~lNumbr o Ankviing Sric e on the A ditraiv 2 ork

A*I4V loding f be San=CScivte
1+ O Mg..............i......+....224 ...... 4o

3 1.

!, Exhibit 111-38. Combined Impact of Centralized/Concentration
_ .+_-_Banking Services on the Administrative Work-
" loading of MCAS and RCAS Activities
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A51.2%

3 21.3%

TO WIM TOUCI-pA7 pA3loLL SyST W AES TM cum IAL BuRDm

0? PA.ThLL ACCOIMMlI AT ICAS AMl ROAS AM=TS
Total Number of Activities for Which Responses Were Submtted: 166
Beakdon of Responses:

A, Has getlvy reduced the clerical buxdew associ-
ated with payroll accoiting...........*****0..85 51.2

B,~ Has sligtly reduced the clerical bardens of per-

C. 3wa inceasd the clerical bmdens of paroll

**O******e*e.....25 15.2.

Do lot U'@ee.eo..eo*o********* 23. 12.;6

Total** 0 000 *0000 00*0000 0 000 0060*0000 *0*0 00000*0001  100.0

4 Exhibit 111-39. Extent to Which the Touch-Pay Pavr1o Accoun -

ig System has Eased the Clerical Burdens of
Payroll Accounting Among MWAS & RCAS Ac tivities
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B 2113%A 66.9%

-M OR N0OT TOUCH-PAX PAMOLL ACDNMG SMh'T WA GRHAqq TrVT

ACMIO 37M ASOCIATED WITH !RAR-U W-2 FORK PRMAnhTIC

Total N'mbs of Activitim for' Whih Reaparns Were Submtted: 166
Brealclwm of Reopmansz

Exiit M1-40. Whether or Not the Touch-Pay Payroll Accounting

System has Greatly Reduced Accounting Efforts
Associated with Year-End W-2 Form Preparation

226



A39-69

MMOR NOT TO TOlJC-PAX SMMT EMS UINTCATL RMM M ACO

M/A~I~1A~IE MDEN OF PULIC LW 92Z92 /DOD WAG~E POLICY GUMhMJ

Tota ftobw of Activities for Which Reaponae Vm Submitd. 166

Bsaikdom of Responm:

Exhibit 111-41. Whether or Not the Touch-Pay PayrolT Accounting
- ~ -system has significantly Reduced the Accounting/

Administrative Burdens of Public Law 92392/
DOD Wage policy Guidelines

227



Ee TO IMCH A'3LI A=O1NXM, 3A3G, A=D PAn=L MVI=

PRO1= BT WAAS ROE COI~TED T5/D=~AC= MW0 RAMAWi2EB=

OF WAS A M'IEW
Total Biubew of Actiities for Wbiah Respoma.. Wr Provided: INT
Bkeakdoun of Responises:

A.. WAS services bave mii±fltly otrmte.to

3. Naziagement f1ew.b±1±ty has be=~ alightlY iueased.44 32.1

C. aNwagement flexibility has be=n allghtly reduced.. 15 11.0

'4 D, )magewmt Mf1.b±1±ty baa been greatly reduced... 8 5.8

Total.... 000 0e~ea*00000*e00* 000& ............ 37 100.0

Exhibit I11-42. Extent to Which Centralized A~ccountng, Ba;T
ing1 and Payroll Services Provided by NAFAS
Have Contributed to/Detracted from the.Man-
agement Flexibility of MCAS Activities
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MamT TO WEd CUTRALIkT ACCOMIIG, BAG, MD PARLL SERVICES

PROVIDD BY WAS HAVEMM1 TO/DETRAC> PROM JWAMOM MF2IT

OF R=CA= ArIrT

Total Nuber of Activities for Wich Responses Were Sumtted: 59

Break&=u of Responses:

A. NAILS services have sig±fioantly contribuated to

1. Monagmet MweJblity hag been sli~tly increased. 17 28.8

C. Emageuent f] ezd %411ty Nas b= sliett.y reduced.. 8 13.6

Do Iingmeflt f1@zib±1ity has be greatly reduced...* 2 3.4

Exhibit 111-43. Extent to WhichC!entralized Accounting, ak

ing, and Payroll Services Provided by NAFAS

have Contributed to/Detracted from the Man-
agement Flexibility of RCAS Activities
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M""TO WMCH CEMALI2 A=c0UT, B*EMG, MiD PMIOLL SMVICW

PROMMh Br WAS HAVE ICMOE W- TO/DJEMRACMf PRM X*ACZT FIBflIkTI

0?f WAS AD ECAS AC=T=T
Total Number of Activities for -4hich Reponses were Submitted: 196

Bmkonof Reuponses: mz
A, WALS services have Siifi*=UtYcatz'ie to

4 iaap-wnt f3edblt .............. 0 52.1

B, IHaaeent flexibility bas slightly iucreased...... 61& 31.1

C. Mmgsemezat flel.bility bas been slightly reduced... 23 11.7

4D. Xwmgu~t f~ew.bilty has been greatly .euc.. 10 5.1

Total**** ............................. 96 100.0

E xhibit 111-4-4. Extent to Which Centralized Accounting, Bank
ing, and Pa~yroll Services Provided by NAFAS
have Contributed to/Detracted From Management
Flexibility of MCAS and RCAS Activities
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PAmQDUC 0F SM3 UCNCIIIONS PRIOR TO flIMATIOI OF A1X'RALI

DAhNrNZ PROCEDMME

Total Itmber of Activities for Which Responses Vewe &Amtted: 256
kSrakdoun of Rspmsee: A I

3. Lows often that atbly......gee.......e.......... 6 2.3

4 ~,a1****,***..*.............e.............256 100.0

* Exhibit - Frequency of Bank -Reconciliations Prior to
4 - -the Implementation of Centralized Banking

Procedures
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1. Efficiency

' a. Timeliness of MCAS and RCAS reporting.

b. Accuracy of financial statements provided by

NAFAS.

2. Effectiveness

a. The extent to which the financial management

information and guidance provided by NAFAS have

assisted field activity managers in planning and

managing their operations.

b. The extent to which centralized accounting and

banking services have contributed to reductions

in personnel and administrative overhead at the

field activity level.

c. The effectiveness of the Touch PAY payroll

accounting system from the perspective of field

activity subscribers to the system.

d. The extent to which existing accounting, banking,

and payroll procedures have contributed to or

inhibited management flexibility at the field

activity level.

The exhibits contained in Section B of this chapter were

purposely arranged to accommodate a sequential analysis of the

4" above topics. Exhibits 111-5 through III-11 address the time-

liness and accuracy of MCAS and RCAS financial reporting,

which are the first two topics listed above. Exhibits 111-12

4 through 111-26 are used to draw conclusions about the extent
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to which the financial management information and guidance

provided by NAFAS have assisted field activity managers in

planning and management of their operations. Exhibits 111-27

through 111-38 serve as the basis for analyzing the extent to

which centralized accounting and banking procedures have

contributed to reductions in personnel and administrative

workloading. The author's analysis of Touch Pay payroll

accounting is predicated on Exhibits 111-39 through 111-41.

Lastly, Exhibits 111-42 through 111-44 are used to draw

conclusions about the impact of MCAS and RCAS on the manage-

ment flexibility at the field activity level.

In the paragraphs that follow, reader familiarity with

the underlying concepts and limitations of statistical anal-

ysis and probability theory is assumed. In all cases, the

!applicable formula which is used in drawing statistical

inferences about the entire population of MWR field activ-

ities is given. In a few instances, amplifying comments are

made purely as a refresher for those with prior experience

in statistical analysis.

The first major area to be addressed is that of effi-

ciency which, as previously discussed, is to be analyzed in

terms of the timeliness and accuracy of MCAS and RCAS ac-

counting reports. Response data associated with the timeli-

ness of MCAS and RCAS reporting are contained in Exhibits

111-5 through 111-8 and are summarized as follows:
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1. MCAS Activities

a. Of the 195 MCAS activities for which responses to

question number one of the author's survey were submitted,

the average number of days that it takes each activity to pre-

pare and forward end-of-the-month accounting source documents

to NAFAS is 4.68 days. The standard deviation or "spread"

of those surveyed was 2.34 days.

b. Of the MCAS activities which were represented in

the survey, the average number of days which elapse following

the end of each accounting period prior to physically receiv-

ing monthly financial statements from NAFAS is 16.88 days with

a standard deviation of 5.27 days.

c. By subtracting A from B (16.88 days - 4.68 days),

the average time which elapses between the mailing of end-of-

the-month accounting source documents and the physical receipt

of financial statements from NAFAS is 12.2 days.

2. RCAS Activities

a. Of the 81 RCAS activities for which responses to

question number one were submitted, the average number of

days that it takes each activity to prepare and forward end-

of-the-month accounting source documents to NAFAS is 4.05

days with a standard deviation of 2.62 days.

b. Of those same 81 activities, the number of days

K which elapse following the end of each accounting per-d

prior to the physical receipt of monthly financial state-

ments from NAFAS were, on the average, reported to be 18.96

days with a standard deviation of 5.27 days.
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C. Subtracting A from B (18.96 days - 4.05 days),

the average time which elapses between the mailing of end-of-

the-month accounting source documents and the physical receipt

of financial statements from NAFAS is 14.91 days.

In computing the sample mean and sample standard devia-.

tion of the data presented in Exhibits 111-5 through 111-8,

the following statistical formulas were used:

1. Formula Number One

a. Formula for Sample Mean:

1 nX = Xi
i=l

Where:

X = sample mean

N = number of observations in sample (sample size)

n
X. = summation of each observation (e.g., X1 +

i=l X2 +  X3 .... Xn)

2. Formula Number Two

a. Formula for standard deviation:

i- n 2
4 ViiT i=l

Where:

s = standard deviation

n = number of observations (sample size)

n 2
Z(Xi-X) = the sum of the squared deivations

il 1 between the sample mean and the
value of each observation within
the sampled population
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While the previously computed sample means and sample

standard deviations provide insights as to the timeliness of

MCAS and RCAS reporting, their primary value for the purposes

of this analysis is to serve as a basis for estimating, with

95 percent confidence, the respective population means of all

MCAS and all RCAS activities currently participating in the

centralized accounting and banking system. In this instance,

a 95 percent confidence interval (interval estimate) for the

mean of entire population of all MCAS and all RCAS activities

can be constructed using the following formula:

1. Formula Number Three

u = X+1.96 S

Where:

u = the mean of the entire population of all MCAS
or all RCAS activities, as applicable

X = sample mean

S = sample standard deviation

n = sample size

1.96 = standardized normal cumulative probability for
95 percent confidence interval taken from
standard probability tables

Hereafter reverred to as Formula Number Three, applica-

tion of the above formula to the sample means and standard

deviations contained in Exhibits 111-5 through 111-8 enables

statistical inferences (estimates) to be made about the

respective populations of all MCAS and all RCAS activities

with respect to the timeliness of NAFAS reporting. In this

instance, it can be stated with 95 percent confidence that:
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1. For the entire population of all MCAS activities, the

average number of days that it takes each activity to prepare

and forward end-of-the-month accounting source documents to

NAFAS lies somewhere in the interval 4.35-5.01 days. (e.g.,

4.68 + .33 days)

2. For the entire population of all MCAS activities, the

average number of days which elapse following the end of each

accounting period prior to physically receiving monthly finan-

cial statements from NAFAS lies in the interval 16.14-17.62

days.

3. For the entire population of all MCAS activities, the

average time which elapses between the mailing of end-of-the-

month accounting source documents and the physical receipt of

financial statements from NAFAS lies in the interval 11.13-

13.27 days.

4. For the entire population of all RCAS activities, the

average number of days that it takes each activity to prepare

and forward end-of-the-month accounting source documents to

NAFAS lies somewhere in the interval 3.48-4.62 days.

5. For the entire population of all RCAS activities, the

average number of days which elapse following the end of each

accounting period prior to physically receiving monthly finan-

cial statements from NAFAS lies in the interval 17.81-20.11

days.

6. For the entire population of all RCAS activities, the

average time which elapses between the mailing of end-of-the-

month accounting source documents and the physical receipt of
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financial statements from NAFAS lies in the interval 13.19-

16.63 days.

In drawing conclusions from the above confidence inter-

vals, it should be remembered that they are statistical

estimates based on sampled data. According to their under-

lying statistical theory, there is a 95 percent chance (19 to

1 odds) that, if the entire population of all MCAS or RCAS

activities had responded to the author's survey, the average

of all MCAS or RCAS responses to the questions posed would

have fallen in the above intervals. However, it should also

be remembered that there is a 5% chance that the average of

all MCAS or RCAS activity responses might not fall within

these intervals. Though small, this risk should be recognized.

With very few exceptions, 95 percent confidence inter-

vals are used exclusively in this study in making statistical

inference about the separate or combined populations of all

MCAS and RCAS activities. A strong argument for their use

is given by the fact that they ignore traditional popularity

among statisticians and pollsters, which can be corroborated

by consulting almost any basic statistics text.

In addition to the 5 percent risk factor which is inherent

in the author's -,nalysis, there exists the even larger prob-

lem of stratifying the sampled population into groupings

which best facilitate meaningful and plausible analysis. In

nearly all instances, stratification of the target population

of all MWR field activities is not required in this study
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due to the general nature of the questions which were posed

in the author's survey. However, this was not believed to

be the case in examining the timeliness of NAFAS reporting,

in which known delays in mail deliveries both to and from

overseas locations were suspected to have caused statistical

distortions in the sample means contained in Exhibits 11-7

and 11-8 and the confidence intervals which were subsequently

constructed for them. Accordingly, Exhibits 11-46 through

11-49 were assembled from field activity response data for

the purpose of further evaluating the statistical distortions

. which were potentially created by the combining of all domes-

*tic and overseas activities in Exhibits 11-7 and 11-8.

In Exhibits 11-46 and 11-47, response data which were

received from MCAS activities are further stratified ac-

cording to whether or not they were geographically located

in the continental United States (CONUS) or overseas. For

the purposes of this analysis, participants located in Hawaii

and Alaska were categorized as overseas activities. As shown

in Exhibit 111-47 the removal of overseas activities from

Exhibit 111-7 revealed that, on the average, surveyed activ-

ities located in CONUS actually receive their financial

statements from NAFAS 15.21 days following the end of each

accounting period. (1.67 days less than the sample average

shown in Exhibit 11-7.) More dramatically, Exhibit 11-47

reveals that the average reported time of receipt for MCAS

activities which are located overseas is actually 22.61 days
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(5.73 days later than the sample average shown in Exhibit

111-7),

As evidenced by Exhibits 111-48 and 111-49, the strati-

fication of RCAS activities by geographic location yielded

nearly identical results. On the average, RCAS activities

located in CONUS reportedly receive their financial state-

ments from NAFAS 17.49 days following the end of each account-

ing period or 1.47 days sooner than the sample average

reported in Exhibit 111-8. Conversely, RCAS activities which

are located overseas receive their financial statements in

an average time of 23.91 days following the end of the account-

ing period, or 4.95 days later than the sample average

reported in Exhibit 111-8.

The stratification of MCAS and RCAS activities by loca-

tion identified the following distortions associated with

Exhibits 11-7 and 11-8:

1. As suspected, the combining of CONUS and overseas

responses introduced an upward bias with respect to the actual

time that it takes for financial statements to reach activ-

ities which are located in CONUS.

2. The combining of CONUS with overseas activities also

masked the fact that overseas activities typically experience

4significantly greater delays in receiving their financial

statements from NAFAS than CONUS activities.

Applying Formula Number Three to the stratified data

4 contained in Exhibits 111-46 and 111-48, the following 95
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percent confidence intervals can be constructed for all MCAS

and all RCAS activities located in CONUS:

1. For the entire population of all MCAS activities

which are located in CONUS, the average number of days which

elapse following the end of each accounting period prior to

physically receiving monthly financial statements from NAFAS

lies somewhere in the interval 14.52-15.90 days.

2. For the entire population of all RCAS activities which

are located in CONUS, the average number of days which elapse

prior to physically receiving monthly financial statements

from NAFAS lies somewhere in the interval 16.32-18.66 days.

Due to the relatively small numbers of overseas activ-

ities which participated in the author's survey, a modified

version of Formula Number Three must be utilized in construct-

ing statistical estimates for the respective populations of

al% MCAS and all RCAS activities located outside of CONUS.

Hereafter referred to as Formula Number Four, the following

applies:

1. Formula Number Four
S

t.0 2 5  .

Where:

u = the mean of the entire population of all MCAS
or all RCAS activities, as applicable

S = sample standard deviation

n = sample size

t 025 = variable 95 percent confidence factor based
on n-l degrees of freedom for sample size
taken from table of student's "t" critical
points for students "t" distribution.
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In applying the above formula to the sample data contained

in Exhibits III-47 and 111-49, it can be stated with 95 per-

cent confidence that:

1. For the entire population of all MCAS activities which

are located overseas, the average number of days which elapse

following the end of each accounting period prior to physically

receiving monthly financial statements from NAFAS lies in the

interval 21.36-23.86 days.

2. For the entire population of all RCAS activities which

are located overseas, the average number of days which elapse

following the end of each accounting period prior to physically

receiving monthly financial statements from NAFS lies in the

interval 20.69-25.13 days.

* -A summary of all previously discussed arithmetical means

associated with the timeliness of NAFAS reporting is contained

in Exhibit III-50. For the purposes of further discussion,

these figures can be reduced to the following general

statements:

1. On the average, MCAS and RCAS field activities which

are located in CONUS typically receive their financial state-

ments between two and two and one-half weeks following the

end of each accounting period.

2. On the average, MCAS and RCAS activities which are

located overseas typically receive their financial statements

between three and three and one-half weeks following the end

of each accounting period.
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Field activity responses concerning the accuracy of the

accounting reports which are provided by NAFAS are separately

summarized in Exhibits 111-9 (for MCAS activities) and III-10

(for RCAS activities). The data which are contained in these

exhibits are summed in Exhibit III-11. In examining these

exhibits, the consistencies between the percentage figures

contained in Exhibits 111-9 and III-10 are worth noting.

In analyzing the data contained in Exhibit III-11, a

95 percent confidence interval can be constructed for the

combined population of all MCAS and RCAS activities using

the formula:

1. Formula Number Five

.iT = P+1.96 V P(I-P)
n

Where:

= the estimated proportion of the entire population
that would respond in a certain way

P = the actual proportion of the sampled population
that responded in a certain way

n = sample size

Hereafter referred to as Formula Number Five, the above

formula is used almost exclusively as the basis for statis-

tical estimation in the remainder of this study. Commonly

used by pollsters in making statistical estimates of voting

K- populations, the above formula is highly accurate for sample

sizes in excess of one hundred. [145]
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By applying Formula Five to each response contained in

Exhibit III-11, it can be stated with 95 percent confidence

that:

1. For the entire population of all MCAS and RCAS

activities, between 56.7 percent and 68.3 percent are cur-

rently experiencing virtually no errors in the accounting

reports which are provided to them by NAFAS.

2. For the entire population of all MCAS and RCAS field

activities, between 29 percent and 40.2 percent are currently

experiencing occasional errors in the accounting reports which

are provided by NAFAS.

3. Between .9 percent and 4.9 percent of all MCAS and

RCAS field activities are currently experiencing frequent

errors with the accounting reports provided.

As demonstrated by the above confidence intervals, the

data contained in Exhibit III-11 provide evidence as to the

positive consistency with which NAFAS accounting reports are

being accurately provided to field activity users. In res-

ponding to question number eight of the author's survey,

field managers were purposely forced to distinguish as to

whether or not their experiences with MCAS and RCAS reporting

have been extremely positive (virtually no errors), pre-

dominately positive (occasional errors), or extremely nega-

tive (frequent errors). The statement "occasional errors"

was deliberately included as an alternative response to en-

tice survey participants to respond in a manner that would
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indicate whether or not they have been experiencing any

problems whatsoever with NAFAS accounting reports. The fact

. that nearly twice as many respondees selected the decidedly

more favorable response of "virtually no errors" further

suggests that NAFAS accounting reports are accurate.

Based on the data received from the sampled population,

it can conservatively stated (e.g., with 99 percent confi-

dence) that a majority (greater than 50 percent) of all MWR

field activities are currently experiencing virtually no

errors in the accounting reports which are provided by NAFAS.

With lesser confidence (e.g., 95 percent), it can generally

be stated that approximately two-thirds of all MCAS and RCAS

* "field activities are currently experiencing no errors,

*approximately one-third are experiencing occasional errors,

- and that a small number of activities (less than 5 percent)

are experiencing frequent errors in the accounting reports

which are provided to them by NAFAS.

Although the foregoing analysis of timeliness and accuracy

was intended to provide insights into the efficiency of the

, accounting services provided by NAFAS, it provides little or

--no information concerning the effectiveness of those services.

As previously discussed in this work, the provision of timely

* and accurate accounting reports does not guarantee that field

managers either understand them or use them in planning and

managing their activities. Using Exhibits 111-12 through

4 111-44 as a basis for analysis, the effectiveness of the
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accounting products and services provided by NAFAS is eval-

uated in the paragraphs that follow.

In the opinion of the author, the effectiveness of any

product or service can best be determined by measuring the

usefulness that it brings to its intended beneficiaries.

Based on this opinion, several questions within the field

survey were purposely focused on this attribute. Responses

to these questions are aggregated and displayed in Exhibits

111-12 through 111-20.

Exhibits 111-12 through 111-15 successively display

responses to questions number three and four of the author's

survey. Purposely designed to complement each other, these

questions were included in the survey to either confirm or

deny allegations that, for many field managers, the use-

fulness of NAFAS accounting reports is greatly diminished by

the fact that they are not received prior to monthly meetings

with their immediate superiors. As previously mentioned,

this problem was verbally reported by fellow students at the

Naval Postgraduate School and several field activity managers

during the early stage of the author's research. Field

activity responses to question number three are displayed

in Exhibit 111-12.

As shown in this exhibit, 57.5 percent of all respondees

reported having a formal requirement to meet with their Com-

manding Officers or immediate superior following the end of

each accounting period. By applying this figure to formula
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number five, it can be stated with 95 percent confidence

that, for the entire population .of all MCAS and RCAS field

activity managers, between 51.6 and 63.5 percent are required

to meet with their Commanding Officers or immediate superiors

following the end of each accounting period. Between 36.4

and 48.3 percent have no formal requirements to meet with

their superiors in this manner.

Exhibits 111-13 and 111-14 respectively summarize the

responses of MCAS and RCAS managers to question number four

of the author's survey, which queried the extent to which

delays in the receipt of NAFAS accounting reports adversely

impact on their usefulness. The combined responses of both

MCAS and RCAS managers are contained in Exhibit 111-15. By*

applying the data contained in Exhibit 111-15 to formula

number five, the following statistical statements can be

made:

1. For the entire population of all MCAS and RCAS activ-

ity managers, it can be stated with 95 percent confidence

that between 48.9 and 60.8 percent believe that the account-

ing reports provided by NAFAS are extremely useful despite

delays.

2. Between 26.3 and 37.4 percent of all field activity

managers believe that the usefulness of NAFAS accounting

reports is only partially diminished by delays in their

receipt.
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3. Between 7.4 and 14.8 percent believe that their use-

fulness is only partially diminished.

4. Between .4 and 4 percent of the entire population

believe that the reports are totally useless because of

delays in their receipt.

From the foregoing statistical analysis, general state-

ments can be made concerning alleged problems caused by

delays in the receipt of NAFAS accounting reports. First,

a surprisingly large number (between one third to nearly one

half) of all field activity managers have no formal require-

ment to meet with their Commanding Officers and/or immediate

superiors following the end of each accounting period.

Second, a statistically small percentage of field activity

managers (less than one-fifth) reportedly believe that the

usefulness of NAFAS accounting reports is either greatly

diminished or totally eliminated by delays in their receipt.

Taken together, these statements fail to support the pre-

viously mentioned grievances by some individuals that delays

in the receipt of NAFAS accounting reports severely degrade

their usefulness. Additionally, whether or not they are

received prior to monthly meetings with senior officials

appears to be of much less importance to most managers than

the author was initially led to believe.

Question number nine of the field survey was purposely

designed to generate additional insights concerning the use-

fulness of NAFAS accounting reports by asking field activity
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S . managers to identify the extent to which they assist in the

financial planning and management of their operations. Re-

sponses to this question are arrayed in Exhibits 111-16

through 111-18. In Exhibit 11-18, the combined responses of

both MCAS and RCAS activities are summarized. By applying

formula number five to the data contained in this exhibit,

the following statistical statements can be made:

1. For the entire population of all MCAS and RCAS activ-

ities, between 58.7 and 70.3 percent believe that MCAS and

RCAS printouts are highly practical and useful in planning

and managing the finances of their activity.

*2. Between 19.1 and 29.5 percent believe that NAFAS

* accounting information is of limited practical value in plan-

W ning and managing the finances of their activities.

3. Between 7.4 and 15.0 percent believe that NAFAS ac-

counting reports are of little or no practical value.

From the above analysis, it can be conservatively stated

that a majority of all MCAS and RCAS field activity managers

believe that NAFAS accounting reports are highly practical

4 and useful management tools while few (less than one-sixth)

consider them to be of little or no practical value. How-

ever, it should be noted in passing that, on a comparative

percentage basis, the responses of RCAS activity managers

(Exhibit 111-16) were substantially more positive than those

of their MCAS counterparts (Exhibit 111-17). The reasons

for this are discussed in subsequent sections of this study.
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Exhibits 111-19 and 111-20 respectively display field

activity responses to questions number 11 and 12 of the

author's survey, which were developed with two distinct pur-

*poses in mind. First, the author was interested in generat-

ing feedback concerning the usefulness of specific subsections

of MCAS and RCAS accounting reports. Secondly, these ques-

tions were designed to serve as a crosscheck on question

number nine of the field survey, in which field activity

managers were queried concerning the "general" usefulness of

NAFAS accounting reports. This was intended to determine

whether or not the attitudes of field activity managers

toward specific subsections. of NAFAS accounting reports were

consistent with their more general attitude toward accounting

products and services as a whole.

As shown in Exhibit 111-19, MCAS activity managers were

asked to express their beliefs regarding the usefulness of

the fund solvency section of the MCAS balance sheet and the

comparative analysis section of the MCAS operations statement.

Based on their responses, it can be stated with 95 per-

cent confidence that between 55.3 and 69.1 percent (roughly

two thirds) of the entire population of all MCAS activity

managers believe that these sections of the MCAS accounting

4statements are useful. Similarly, it can be stated that

between 30.9 and 44.7 percent (or roughly one-third) believe

that they are not useful.
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Exhibit 111-20 summarizes field activity responses to

question number 12 of the author's survey, in which RCAS

activity managers were similarly queried concerning the

usefulness of the self-sufficiency information provided in

RCAS accounting reports. As shown, the usefulness of the

self-sufficiency portion of the RCAS accounting statement

was overwhelmingly endorsed by 93.7 percent of those who

responded. Based on these responses, it can be statistically

asserted that between 88.4 and 99.0 percent of the entire

population of all RCAS activity managers believe that the self-

sufficiency portion of the RCAS accounting statements are

useful. Conversely, between one and 11 percent (roughly one-

tenth or less) believe that the self-sufficiency information

is not useful.

In the opinion of the author, comparative review of

Exhibits 111-19 and 111-20 with Exhibits 111-16 and 111-17

provides additional insights into the thoughts of field

activity managers. First, MCAS subscribers were remarkably

consistent in their attitudes toward NAFAS accounting prod-

ucts, both as a whole (Exhibit 111-16) and with specific

subsections of those products (Exhibit 111-19). As evidenced

by comparing Exhibit 111-19 with Exhibit 111-17, on a percent-

age basis, RCAS activity managers appear to be more impressed

by the self-sufficiency information which is provided in

NAFAS accounting reports than they are with NAFAS accounting

products on the whole. Finally, comparison of Exhibit 111-19
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with 111-20 reiterates the fact that, on a percentage basis,

RCAS managers appear to be consistently more satisfied with

the accounting products provided by NAFAS than MCAS managers.

In asking them to express their beliefs concerning the

usefulness of the accounting products and services provided

by NAFAS, it has been assumed thus far that field activity

managers are trained and fully qualified to make professional

judgements in these areas. Unwilling to make this assumption,

the author found it necessary to query field activity managers

concerning their personal qualifications, the adequacy of

training support and technical documentation for centralized

accounting and banking procedures and to ask them to objec-

tively evaluate their own knowledge of the Navy's NAF flow

process. These questions were considered valuable for the

following reasons:

1. They enabled the author to make judgements concerning

the experience levels and corresponding quality of field

activity responses to questions posed in the survey.

2. They were designed to provide NAFAS with a baseline

assessment concerning the effectiveness of current training

programs and technical support with a view toward identify-

ing possible areas for improvement or correction.

Question number 21 of the author's survey was specifically

requested by the Director of NAFAS. Responses to this ques-

tion are contained in Exhibits III-21 through 111-23. By

applying previously described statistical methods to the
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" data contained in these exhibits, it can be stated with 95

,. percent confidence that:

1. Between 64.2 and 77.2 percent of the entire population

of all MCAS field activity managers believe that the training

support and technical documentation provided by NAFAS are

adequate.

2. Between 74.7 and 91.4 percent of the entire population

of all RCAS field activity managers believe that the training

support and technical documentation provided by NAFAS are

adequate.

3. For the combined populations of all MCAS and RCAS

field activity managers, between 68.2 and 80.3 percent believe

that the technical documentation and training support provided

by NAFAS are adequate.

From the above, it can generally be stated that three-

quarters of the entire population of all MCAS and RCAS field

activity managers consider the training support and technical

documentation associated with centralized accounting, banking

and payroll procedures to be adequate. Approximately one-

quarter do not. In analyzing these responses, it should be

recognized that the word "adequate" is a rather broad and

inexact descriptor which potentially encompasses everything

from "marginally acceptable" to "extremely positive." It

should also be noted that, on a percentage basis, RCAS

managers were once again more favorable in their responses

than their MCAS counterparts.
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In question number 23 of the author's survey, field

activity managers were asked to identify the extent to which

they considered themselves technically knowledgeable in the

overall mission and goals of NAFAS, the philosophy behind and

dollar benefits derived from concentration banking procedures,

and the Navy's Central NAF Investment Portfolio. This ques-

tion was developed as a corollary to question number 21 to

ascertain the depth of training and technical support that is

provided to MCAS and RCAS field activities. Responses to the

*" successive sections of question number 23 are sequentially

*displayed in Exhibits 111-24 through 111-26.

By applying formula number five to the data contained in

Exhibit 111-24, it can be stated with 95 percent confidence

°: that:

1. Between 32.1 and 43.6 percent of the entire population

of all MCAS and RCAS field activity managers consider them-

selves thoroughly knowledgeable in the overall mission and

goals of NAFAS.

2. Between 27.8 and 39.0 percent consider themselves to

be fairly knowledgeable in the overall mission and goals of

NAFAS.

3. Between 4.0 and 10.1 percent consider themselves to

be only vaguely familiar with the mission and goals of NAFAS.

4. Between 16.8 and 26.6 percent consider their knowl-

edge of NAFAS to be limited only to a general familiarity

with those services that NAFAS specifically performs on be-

half of their activity.
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Exhibit 111-25 summarizes the extent to which MCAS and

RCAS field activity managers consider themselves knowledge-

able in the philosophy behind and dollar benefits derived

from concentration banking procedures. By applying formula

* [number five to the data contained in this exhibit, it can be

stated with 95 percent confidence that:

1. Between 24.9 and 35.9 percent of MCAS and RCAS field

activity managers consider themselves thoroughly knowledge-

able in the philosophy behind and dollar benefits derived

from concentration banking procedures.

*! 2. Between 33.0 and 44.6 percent consider themselves to

be fairly knowledgeable.

3. Between 9.8 and 18.0 percent believe themselves to be

vaguely familiar with the philosophy and dollar benefits of

concentration banking.

4. Between 12.5 and 21.3 percent of the entire popula-

tion of all MCAS and RCAS field activity managers consider

their knowledge of the pros and cons of concentration banking

services to be quite limited.

* Exhibit 111-26 summarizes the extent to which MCAS and

RCAS field activity managers consider themselves knowledge-

able in the philosophy behind and financial basis for the

Navy's NAF Central Investment Portfolio. By similarly apply-

ing formula number five to the data contained in this exhibit,

it can be stated with 95 percent confidence that:
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1. Between 13.4 and 22.8 percent of the entire popula-

* tion of all MCAS and RCAS field activity managers consider

themselves to be knowledgeable in the philosophy behind and

dollar benefits derived from the NAF Central Investment

Portfolio.

2. Between 23.5 and 34.5 percent consider themselves

fairly knowledgeable.

3. Between 11.7 and 20.7 percent consider themselves to

be vaguely familiar with the NAF Central Investment Portfolio.

4. Between 12.3 and 21.5 percent know that the portfolio

exists but not much else about it.

5. Between 14.4 and 24.0 percent of the entire population

of all MCAS and RCAS field activity managers are not even

aware that the portfolio exists and the financial basis for

it.

Exhibits 111-24 through 111-26 provide important informa-

tion that must be taken into consideration when analyzing all

other responses to questions posed in the field survey.

First, a surprisingly small number (roughly one-third) of

all field activity managers consider themselves to be tlvnr-

oughly knowledgeable in the overall mission of NAFAS and

benefits that are derived from concentration banking

procedures. Even fewer (roughly one-fifth) considered them-

selves thoroughly knowledgeable in the Navy's Central Invest-

ment Portfolio. In the opinion of the author, these responses

are indicative of the following:
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1. The training support and technical documentation that

are provided to field activity managers by NAFAS and the Navy

Comptroller (NAVCOMPT) primarily focus on the mechanics of

centralized accounting, banking, and payroll procedures.

Lesser emphasis appears to be placed on educating field activ-

ity managers in the broader concepts and underpinnings of the

NAF flow process and the historical reasons for centralizing

NAF accounting and banking.

2. While most field activity managers are in a position

to make judgements about the mechanics of centralized account-

ing, banking and payroll procedures, fewer are in a position

to judge the effectiveness of these systems as a whole. They

are unable to weigh or place in perspective local problems

and grievances with these systems against the larger, Navy-

wide benefits that are derived from them.

In addition to providing useful and understandable finan-

cial management information to field activity managers, the

centralized accounting, banking, and payroll systems provided

by NAFAS were also designed to reduce bookkeeping efforts,

administrative workloading, and the number of personnel em-

ployed in routine accounting efforts at the local level.

Since these were among the major objectives that motivated

the shift to centralized systems in the first place, the

extent to which they have been achieved is an important

measure of the effectiveness. Exhibits III-28 through 111-38

focus on these areas and are discussed in the paragraphs

that follow.
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During the early stages of the author's research, a recur-

*- ring grievance among MCAS and RCAS managers was that delays

in the receipt of centralized accounting reports caused du-

plicate accounting at the field activity level. Those who

held this opinion maintained that they simply could not wait

two to three weeks into the next accounting period to find

out where their activity financially stood at the end of the

previous accounting period. Therefore, in addition to feed-

*ing scores of reports into the central accounting system on

a monthly basis, they found it necessary to maintain parallel

accounting records at the local level to facilitate timely

-* assessment of their activities' performance during the pre-

vious accounting period. Most of those who reported this

problem also maintained one or both of the following views:

"76 1. If delays in the receipt of NAFAS accounting reports

could be reduced, parallel accounting at the local level

would not be required.

2. Because parallel records have to be maintained at

the local level, the submission of centralized accounting

reports actually adds to accounting and bookkeeping efforts.

Furthermore, monthly reports provided by NAFAS aren't any

better than those which are provided locally.

To evaluate the extent to which the above views were

held, question number five of the author's survey requested

field activity managers to confirm or deny whether or not

4 -delays in MCAS or RCAS printouts have contributed to
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additional accounting and bookkeeping efforts that would not

be required if they were received in a more timely manner.

The separate responses of MCAS and RCAS managers are respec-

tively displayed in Exhibits 111-27 and 111-28, then sum-

marized in Exhibit III-29. By applying formula number five

to the data contained in Exhibit 111-29, the following statis-

tical statements can be made:

1. Between 28.6 and 39.8 percent of all field activity

managers believe that delays in the receipt of NAFAS account-

ing reports do cause additional accounting and bookkeeping

efforts that would not be required if they were received in

a more timely manner.

2. Between 60.2 and 71.4 percent of all field activity

managers do not believe that delays contribute to additional

accounting and bookkeeping efforts.

In question number six of the author's survey, field

activity managers were asked to specify the extent to which

centralized accounting procedures have reduced the administra-

tive requirements for financial bookkeeping within their

activities. The responses of MCAS and RCAS managers are

separately displayed in Exhibits 111-30 and 111-31, then

summed in Exhibit III-32. From the responses contained in

Exhibit 111-32, it can be stated with 95 percent confidence

that:

1. Between 16.4 and 26.1 percent of all field activity

managers believe that centralized accounting procedures have

greatly reduced previously existing bookkeeping requirements.
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2. Between 20.2 and 30.6 percent believe that centralized

accounting procedures have partially reduced bookkeeping

requirements.

3. Between 17.4 and 27.4 percent believe that there has

been no visible reduction in previous bookkeeping requirements.

4. Between 4.3 and 10.5 percent of all managers believe

that bookkeeping requirements have actually increased.

5. Between 18 and 28 percent of the entire population of

all field activity managers cannot state with certainty the

effects which centralized accounting procedures have had on

local bookkeeping requirements.

In posing question number six to field activity managers,

it was recognized that some or perhaps many of them would

* .. not be able to judge with certainty the effects which central-

ized accounting procedures have had on local bookkeeping

requirements. The author hypothesized that this situation

would apply, as a minimum, to managers of activities where

the turnover of personnel has been so high that there is no

corporate memory for making comparisons between past and

present bookkeeping requirements. As shown in Exhibit 111-32,

approximately one-fourth of all field activity managers who

were polled were unable to judge, one way or another, the

extent to which centralized accounting procedures have

reduced local bookkeeping requirements.

The author's underlying motive for isolating those

managers who were uncertain about the effects which the MCAS
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and RCAS have had on local bookkeeping requirements was to

-- -  enable further analysis of only that portion of the popula-

tion who considered themselves certain enough in their con-

victions to select responses A through D of question number

six. From Exhibit 111-32, a total of 208 managers selected

responses A through D. Of this total, 58 (27.9 percent)

selected response A, 69 (33.2 percent) selected response B,

61 (29.3 percent) selected response C, and 20 (9.6 percent)

selected response D. By applying formula number five to

responses A through D, the following statistical statements

can be made:

1. Of the entire population of field activity managers

who are certain about the effects that the MCAS and RCAS have

had on local bookkeeping requirements, between 21.8 and 34.0

percent believe that these systems have greatly reduced pre-

viously existing bookkeeping requirements.

2. Between 26.8 and 39.6 percent believe that the MCAS

and RCAS have partially reduced previous bookkeeping

requirements.

3. Between 23.1 and 35.5 percent believe that there has

been no visible change from previous bookkeeping requirements.

4. Between 5.8 and 13.6 percent believe that bookkeeping

requirements have increased.

From the foregoing analyses of Exhibit 111-32, it can

generally be stated that, for the entire population of MCAS

and RCAS field activity managers, approximately three-quarters
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are certain about the effects that the MCAS and RCAS have

had on local bookkeeping requirements. Of those who are

certain, approximately three-fifths (a statistical majority)

believe that centralized accounting systems have either

greatly or partially reduced local bookkeeping requirements.

Approximately two-fifths believe that there has either been

no visible change from previous requirements or that book-

keeping requirements have increased. Those who believe that

bookkeeping requirements have increased represent a small

minority (about one-tenth) of those managers who are certain

about the effects that the MCAS and RCAS have had on their

activities.

In question number seven of the field survey, managers

were asked to identify whether or not the implementation of

the MCAS and RCAS have reduced the number of accounting

personnel at their activities. The responses of MCAS and

RCAS activity managers are separately displayed in Exhibits

111-33 and 111-34, then summarized in Exhibit 111-35. In

posing this question, field activity managers were again

provided the latitude of stating that they were not sure of

the impact that the MCAS and RCAS have had on reducing the

number of accounting personnel at their activities. As

shown in Exhibit 111-35, a total of 231 managers (84 percent)

provided a yes or no response to this question. Forty-four

managers (16 percent) were not sure of the effects that the

MCAS and RCAS have had in reducing the number of accounting

personnel at their activities.
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Of the 231 managers who provided a yes or no response to

question number seven, 50 (21.6 percent) indicated that the

implementation of MCAS and RCAS has reduced the number of

accounting personnel at their activities. One hundred and

eighty one managers (78.4 percent) rendered a "no" response

to the question, indicating that the implementation of the

MCAS and RCAS has not reduced the number of accounting per-

sonnel at the field activity level. From these responses,

the following statistical statements can be made:

1. Of the entire population of field activity managers

who are certain about the effects that the MCAS and RCAS

have had in reducing the number of accounting personnel at

the local level, between 16.3 and 26.9 percent have expe-

rienced personnel reductions at their activities.

2. Of the same population, between 73.1 and 83.7 per-

cent have not experienced a reduction in the number of ac-

counting personnel at their activities.

Based on the above analysis, it can generally be stated

that, for those field activities which are able to render an

evaluation, approximately one-quarter have experienced re-

ductions in the number of assigned accounting personnel since

the implementation of centralized accounting procedures.

Approximately three-quarters have experienced no reduction

in the number of assigned accounting personnel.

In question number 14 of the author's survey, field

managers were asked to evaluate the impact of centralized
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banking procedures on administrative workloading within their

activities. The responses of MCAS and RCAS activity managers

are separately displayed in Exhbiits 111-36 and 111-37, then

combined in Exhibit 111-38. As shown in Exhibit 111-38, nearly

one-fifth of all field activity managers who responded to the

survey reported that they were not sure of the impact that

centralized banking procedures have had on administrative

workloading within their organizations. Of the remaining 210

managers who rendered their beliefs, 96 (45.7 percent) asserted

that centralized banking services have reduced administrative

workloading at their activities, 111 (52.9 percent) reported

no significant change in workloading, and only 3 (1.4 percent)

reported that there had been an increase in workloading. By

applying formula number five to these data, the following

statistical statements can be made:

1. For the entire population of MCAS and RCAS activity

managers who are certain about the affects that centralized

banking services have had on their activities, between 39.0

and 52.4 percent believe that administrative workloading

has been reduced.

2. For the same population, between 46.1 and 59.7 per-

cent believe that there has been no significant change in

administrative workloading.
4

3. The rounded statistical range of those who believe

that workloading has increased is 0 to 3.0 percent.
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Whether or not administrative workloading has been

reduced or has remained the same for a majority of all field

activity managers is not statistically discernible from the

above analysis. This is because field activity managers were

so evenly divided in their beliefs that the construction of

95 percent confidence intervals around the above responses

fails to yield a clearcut statistical majority. This is

evidenced by the fact that the upper limit of both confidence

intervals exceeds the fiftieth percentile. In situations

such as this, it is possible to default to a lower level of

confidence in predicting how the majority of the population

of all field activity managers would respond to the above

question. In this instance, a statistical majority can be

achieved by lowering the confidence level used in formula

number five from 95 percent to 60 percent. However, to do

this would be the same as merely saying that there is a

slightly better than even chance that, if the entire popula-

tion of field activities were polled, a majority of managers

would report that there has been no significant changes in

workloading.

In quantifying their responses to question number fourteen,

it can only be said that field activity managers were fairly

evenly divided as to whether or not field activity workload-

ing has been reduced or has remained the same since the

implementation of centralized accounting and banking procedures.

It can also be asserted that only a negligible portion of the

.



population believe that workloading has increased since the

implementation of centralized banking procedures.

Exhibits 111-39 through 111-41 summarize field activity

responses to questions 17 through 19 of the author's survey,

which were designed to measure the effectiveness of the Touch

Pay payroll accounting system from the standpoint of field

activity users. In question number 17, managers with instal-

*led Touch Pay systems were asked to identify the extent to

which these installations have eased the clerical burdens of

payroll accounting within their activities. Their responses

to this question are tabulated in Exhibit 111-39. As shown

in this exhibit, 143 managers rendered decisive responses to

this question while 21 managers were not sure whether or not

* the Touch Pay System has eased the clerical burdens of pay-

roll accounting. Of those managers who were decided in their

beliefs, 85 (58.6 percent) indicated that the TPS has greatly

reduced the clerical burdens of payroll accounting, 35 (24.1

percent) believe that TPS has slightly reduced clerical bur-

dens, and 25 (17.3 percent) believe that clerical burdens

have actually increased since the installation of TPS. From

this data, the following statistical statements can be made

for those field activities where TPS is presently installed:

1. Between 50.6 and 66.6 percent of all managers who

are decided in their opinions towards the TPS believe that

it has greatly reduced the clerical burdens of payroll

accounting within their activities.
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2. Between 17.1 and 31.1 percent believe that the

clerical burdens of payroll accounting have been slightly

reduced through the installation of the TPS.

3. 'Between 11.1 and 23.5 percent believe that the TPS

has increased the clerical burdens of payroll accounting.

From the above analysis it can generally be stated that

the TPS has greatly reduced the clerical burdens of payroll

accounting at a majority of the activities where it is

presently installed. An overwhelming majority of managers

would agree that the implementation of TPS has at least

slightly reduced the burdens of payroll accounting. Those

who believe that the clerical burdens of payroll accounting

have increased are among a decided minority within the total

population of all activities where the TPS has been installed.

In question number 18 of the author's survey, managers

with installed Touch Pay systems were asked to indicate

whether or not the TPS has greatly reduced accounting ef-

forts associated with the preparation of year-end W-2 forms.

As shown in Exhibit 111-40, 146 managers provided decisive

responses to this question while 20 managers indicated that

they were not sure as to whether or not accounting efforts

associated with W-2 form preparation have been reduced.

Among those managers who were decided in their beliefs, 111

(76.0 percent) agreed that the TPS has greatly reduced

accounting efforts associated with the preparation of year-

end W-2 forms while 35 (24.0 percent) disagreed. By applying
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formula number five to these data, the following statistical

statements can be made:

1. For the entire population of all field activity man-

agers who are decided in their beliefs toward the Touch Pay

System, between 69.1 and 82.9 percent believe that the TPS

has greatly reduced year-end accounting efforts associated

with the preparation of W-2 forms.

2. For the same population, between 17.1 and 30.9 percent

believe that the TPS has not greatly reduced year-end account-

ing efforts associated with the preparation of W-2 forms.

In the opinion of the author, the above analysis speaks

for itself. Clearly,. for those activities where the TPS is

presently installed, a substantial majority of managers

*- believe that the system has, in fact, greatly reduced year-

end accounting efforts associated with W-2 form preparation.

Question number 19 asked field activity managers to

state whether or not the TPS has significantly reduced the

accounting and administrative burdens of conforming to

Department of Defense (DOD) wage policy guidelines. Again,

this question was specifically included at the request of the

Director of NAFAS, who stated that one of the primary objec-

tives of the TPS was to relieve field activity managers and

bookkeepers of the responsibility for keeping abreast of and

interpreting the many detailed and frequently confusing wage

regulations associated with government payroll accounting.

Field activity personnel are relieved of this responsibility
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because the TPS computer program incorporates DOD wage policy

guidelines, and is updated to reflect the most recent changes.

[1461

As shown in Exhibit 111-41, a large percentage of field

managers reported that they are not sure as to whether or

not the TPS has significantly reduced the administrative

burdens of conforming to DOD wage policy guidelines. Of the

118 managers who were certain in their responses to this

*question, 66 (55.9 percent) reported that the TPS has signif-

icantly reduced the administrative burdens of conforming to

DOD wage policy guidelines while 52 (44.1 percent) reported

that it has not. Based on these responses, the following

statistical statements can be made:

1. For the entire population of all field activity man-

agers who are certain in their beliefs as to whether or not

the TPS has reduced the 4dministrative burdens of conforming

to DOD wage policy guidelines, between 46.9 and 64.9 percent

believe that it has.

2. For the same population, between 35.1 and 53.1 per-

cent believe that the TPS has not reduced the administrative

burdens of conforming to DOD wage policy guidelines.

As shown in the above, whether or not a majority of all

managers whose field activities have installed TPS's actually

believe that these systems have reduced the burdens of con-

forming to DOD wage policy guidelines is not statistically

discernible at a 95 percent level of confidence. However, a
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clearcut statistical majority favoring the TPS can be achieved

by lowering the confidence level used in formula number five

to 78 percent. In terms of mathematical probability, this is

tantamount to saying that, if the entire population of

managers were polled, there is a 78 percent chance (about

three chances in four) that a majority of managers would

report that the TPS has reduced the burdens of conforming to

DOD wage policy guidelines.

Based on the data contained in Exhibit 111-41, it can

generally be stated that a large number of field managers

whose field activities have installed TPS's are uncertain as

to the improvements that have been made in conforming to DOD

wage policy guidelines. Those who are certain in their

beliefs are fairly evenly divided as to whether or not im-

provements have been achieved in this area. With a medium

amount of statistical risk, it can be asserted that a majority

of field activity managers would probably agree that the TPS

has reduced the administrative burdens of conforming to DOD

wage policy guidelines.

Exhibits 111-42 and 111-43 respectively display the

responses of MCAS and RCAS activity managers to question

number 22 of the author's survey, which asked them to identify

the extent to which the centralized accounting, banking, and

payroll services provided by NAFAS have either contributed to

or detracted from management flexibility within their

organizations. In posing this question, the author
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specifically avoided the assignment of any formal definition

to the concept of "management flexibility." In so doing,

this question was purposely intended to be broad, mostly

perceptual in nature, and designed to elicit overall attitudes

of field activity managers toward the products and services

provided by NAFAS. As defined by the author, a product or

service which provides management flexibility is one which

achieves timesavings, requires a minimal amount of internal

effort to support, and provides information that would other-

wise not be available to management personnel. However, it

should be recognized that each manager probably has his or her

own unique perceptions as to what the term "management

flexibility" actually means.

The combined responses of MCAS and RCAS field activity

managers to question number 22 are summarized in Exhibit

111-44. By applying formula number five to the data contained

in this exhibit, the following statistical statements can be

made:

1. For the entire population of all MCAS and RCAS field

activity managers, between 45.1 and 59.1 percent believe that

the services provided by NAFAS have significantly contributed

to management flexibility within their organizations.

4 2. For the same population, between 24.6 and 37.6 per-

cent believe PJhat management flexibility has slightly

increased.
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3. Between 7.2 and 16.2 percent of all field activity

managers believe that management flexibility has been slightly

reduced.

4. Between 2.0 and 8.2 percent believe that management

flexibility has been greatly reduced.

From the above analysis, it can conservatively be stated

that a substantial majority of all field activity managers

believe that the various services provided by NAFAS have

either greatly or slightly contributed to increased manage-

ment flexibility at the local level. By combining responses

A and B in Exhibit 111-44, it can be predicted with 95 per-

cent confidence that between 77.9 and 88.4 percent (roughly

five-sixths) of all field activity managers would agree that

management flexibility has improved. By combining responses

. C and D it can be statistically predicted that between 11.6

and 22.6 percent (roughly one-sixth) of the entire population

of all field managers believe that management flexibility

has been reduced.

Unlike other questions that were posed in the author's

survey, question number 15 is unique in that it was not

specifically designed to measure either the efficiency or

effectiveness of the products and services provided by NAFAS.

Instead, the purpose of this question was to determine whether

or not field activity managers would support the claim by

NAFAS officials that, prior to the implementation of central-

ized banking procedures, forty percent of all local bank
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accounts were never reconciled by field activity managers

and/or bookkeepers (see Exhibit 111-2). Field activity

responses to question number 15 are aggregated in Exhibit

111-45. By applying formula number five to the data contained

in this exhibit, the following statistical statements can be

made with 95 percent confidence:

1. For the entire population of all MCAS and RCAS field

activity managers, between 64.7 and 76.0 percent would claim

that local bank accounts were reconciled on a monthly basis

prior to the implementation of centralized banking procedures.

2. Between .5 and 4 percent would claim that local bank

accounts were reconciled less often than monthly.

3. Between 0 and 2.5 percent of all field activity

managers would claim that local bank accounts were never

o reconciled.

4 Between 20.8 and 31.6 percent would report that they

were not sure of the frequency with which local bank accounts

were reconciled prior to the implementation of centralized

banking procedures.
Based on the above analysis, a statistically small per-

centage of all field activity managers would be likely to

report that their own local bank accounts were never rec-

onciled prior to the implementation of centralized banking

procedures. This is inconsistent with the claim made by

NAFAS that, prior to the implementation of centralized bank-

ing procedures, 40 percent of all local bank accounts were
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never reconciled. In discussing this problem with NAFAS

officials, the author was advised that their claim was

soundly supported by documented evidence that had grown out

of training and assistance visits to various MWR field

activities. (147]

In the opinion of the author, the disparizy between field

activity responses to question number 1 and the data that

were previously developed by NAFAS serves as a stark reminder

of the inherent risks and analytical weaknesses that can

typically be associated with almost any questionnaire type

survey. In this instance, it is possible that the disparity

between field activity responses and NAFAS's previously

developed data can be attributed to any combination of the

following:

1. As previously mentioned, the use of 95 percent con-

fidence intervals in making statistical predictions about the

entire population of all field activity managers inherently

implies that there is a five percent risk that those predic-

tions will be wrong. Out of a worldwide population of 695

activities, 256 managers responded to question number 15.

Although statistically improbable, it is possible that a

very large number of field managers who elected not to respond

to the author's survey would have chosen response C to

question number 15.

2. As shown in the foregoing statistical analysis of

Exhibit 111-45, there is a 95 percent chance that, if the
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entire population of all field activity managers were polled,

up to 31.6 percent would conceivably state that they were

not sure how frequently local bank accounts were reconciled

prior to the implementation of centralized banking procedures.

It is therefore possible that a large percentage of those

activities who previously failed to reconcile their local

bank accounts are now managed by individuals who are not sure

of the prior periodicity of local bank reconciliations.

3. Lastly, and hopefully the least likely, the possibility

exists that field activity managers were not completely honest

or objective in responding to question number fifteen. It is

possible that they may have either been unwilling to admit

that their local bank accounts were never reconciled or that

they were really not sure and merely hazarded a guess as to

the prior periodicity of bank account reconciliations based

on current practices.

In quantifying field activity responses to the pro forma

questions that were posed by the author, the above analysis

of question number 15 was intentionally presented last to

highlight some of the pitfalls that are potentially present

in any survey of this type. The purpose of doing this was

not to discredit the statistically proven analytical methods

that have been employed in this section but rather to em-

phasize the fact that any survey of this type is unavoidably

dependent on the extent to which survey participants are

both objective and conscientious in selecting their responses.
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Needless to say, the extent to which they have or have not

been conscientious in selecting their responses is neither

auditable or controllable.

In concluding this section, it must also be emphasized

that all analyses that have been undertaken thus far have

been directed only toward determining how field activity

managers view various aspects of NAF accounting, banking, and

payroll systems. The underlying reasons for their views

(e.g., why they feel the way they do) is discussed in the

following section of this chapter.

D. SUBJECTIVE ANALYSIS OF NARRATIVE RESPONSES

The purpose of this section is to briefly identify and

discuss observed trends in the narrative survey responses

that ,,,ere provided by field activity managers. As demon-

strated in Exhibit III-1, the author's questionnaire heavily

solicited narrative remarks from survey participants in an

attempt to get them to fully explain their views and to fur-

ther specify what they presently like or do not like about

centralized accounting, banking, and payroll systems. This

was done to enable the author to subjectively quantify the

most prevalent thoughts of survey participants and to pass

them along to NAFAS for follow-on review, analysis, and, in

the case of predominantely adverse comments, possible

remedial action.

281

"'- -- " , . : . ... .. -- . .. . ..- . ,~. __ _ . .. i : _ i i ,- ..



In quantifying the wide variety of narrative responses

that were provided by field activity managers, the following

convention was typically followed:

1. Narrative responses to each question were collated by

transcribing them onto separate worksheets so that they could

be collectively analyzed on a side-by-side basis.

2. Categnries were established for responses that were

obviously similar in nature.

3. Categories with the largest numbers of identifiable

responses were selected for discussion in this analysis.

In adopting the above convention, it was recognized that

a number of equally important but less frequently occurring

views and problems would go unmentioned in this study. How-

ever, any attempt at sharing all of the comments and problems

that were provided by survey participants would have caused

this study to grow to unmanageable proportions.

In question number one of the author's survey, field

activity manaiers were asked to identify the primary causes

for delays in the mailing of accounting source documents to

NAFAS at the end of each accounting month. The four most

frequently cited reasons for delays were:

1. Extending and reconciling end of the month

inventories.

2. Bottlenecks in the flow of paperwork at the local

level.

3. Lack of depth and/or quality in local staffing.
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4. Whether or not the end of the accounting month falls

on a holiday or weekend.

The time required to conduct end of the month inventories

was by far the most frequently given cause for delays in

mailing accounting source documents to NAFAS. This problem

was most heavily reported by MCAS activity managers, partic-

ularly those who carry large inventories but have a minimum

number of trained personnel on hand to assist in end of the

month stock verifications. In addition to the sheer volume

of items that must be inventoried at the end of each account-

ing month, added delays are caused by the requirement to

reconcile discrepancies between on hand stocks and local

accounting records. In some instances, resolving these dis-

'- crepancies requires a substantial amount of investigation,

backtracking, and contributes to further delays in completing

the inventory.

As indicated above, the second most frequently cited

reason for delays in the submission of accounting source

documents were bottlenecks in the flow of paperwork at the

field activity itself. These bottlenecks occur for a variety

of reasons and appear to be most acute at installations where

the accounting source documents of several local activities

are funneled through a single accountant, bookkeeper, or

Central Accounting Office. At installations where the ac-

counting function is centralized, delays in the submission

.- - of accounting source documents to NAFAS are reportedly caused

by:
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1. The corresponding failure of one or more activity

managers to submit accounting source documents on time.

2. The discovery of errors in accounting source documents,

which requires that they be sent back to their originating

activity for correction.

3. Logistics problems associated with transporting source

documents back and forth between the originating activity and

central accounting office.

4. An end of the month surge in workloading which is

typically placed on accounting personnel in attempting to

process the source documents of several activities.

Regardless of whether or not local accounting functions

are centralized, paperwork bottlenecks occur for a variety

of other reasons. Among them is the previously mentioned

p oblem of inventory balancing, which causes the submission

of source documents to be delayed. At other installations,

there is either no bank on base or banking hours are such

that corresponding delays are experienced in the preparation

and submission of bank deposit slips and the Daily Activity

Record Summary (DARS). At remote installations, delays are

sometimes caused by the infrequency of outgoing mail runs.

Lastly, a few survey participants reported that the submis-

sion of accounting source documents to NAFAS was purposely

withheld at the end of the accounting month until local

financial statements could be prepared on behalf of their

Commanding Officers.
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The third most commonly cited reason for delays in the

submission of end of the month accounting reports was a lack

of depthi and/or quality in local staffing. The following

are representative of the types of staffing problems that

were identified:

1. As previously mentioned, operational staffing levels

at some activities do not support the rapid completion of

end of the month inventories and therefore contribute to

corresponding delays in source document submission.

2. At some installations, operations are so small that

a single individual is responsible for all functions within

the activity, including purchasing, receiving, selling, and

bookkeeping. In these situations, source documents are

* completed and forwarded as soon as time permits.

3. At some activities, local accounting is performed by

part-time, outside bookkeepers. Whether or not source

documents are submitted in a timely manner depends largely on

how seriously the bookkeeper views the urgency of his or her

submission.

4. For individual activities with full-time bookkeepers

or accountants, accounting source documents are rarely

delayed for administrative reasons. When occurring, delays

are normally the result of an illness or turnover in

bookkeepers.

5. As previously mentioned, when the accounting functions

of several activities are consolidated, delays in submission
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of accounting source documents are sometimes caused by the

fact that centralized staffs are too small to handle end of

the month surges in workloading.

6. High turnover rates and the corresponding requirement

to retrain new personnel recurringly cause delays in the

submission of accounting source documents at remotely located

installations.

The fourth most frequently cited reason for delays in the

submission of accounting source documents to NAFAS was whether

or not the end of the accounting month happens to fall on a

weekend or holiday. Obviously, this adds to the number of

calendar days beyond the end of the month reporting period

that are required to get accounting source documents into the

mail, since holidays and weekends are normally non-working

days.

Although the primary causes for mailing delays have been

separately examined and discussed in the above paragraphs,

it is not uncommon for some field activities to experience

more than one of these problems at the same time. When this

happens, delays in forwarding accounting source documents

to NAFAS are compounded.

As shown in Exhibit 111-3, question number three of the

author's survey was divided into three parts (A through C).

In preceding sections of this study, responses to Part A

were quantified and statistically analyzed to determine the

- percentage number of all field managers that are required

286

< < < _ k . . . ... . . . . . . .. . . . . .. . . . . •. .. . . . . . .



to meet with their Commanding Officers or inmediate superiors

following the end of each accounting period to discuss the

financial status of their activity. In Part C of this ques-

tion, those managers who had reported that they were not

required to meet with their superiors following the end of

each accounting period were asked to specify the alternative

frequency with which they do meet with them. The three most

frequently given responses were:

1. Quarterly

2. Monthly

3. Weekly

These responses were surprising ;o the author, shed

additional light on the actual periodicity with which field

activity managers meet with their superiors, and revealed

previously unforeseen weaknesses in the wording of Part A

to question number three. In constructing this question,

the author assumed that those managers wo met with their

superiors on a monthly or more frequent basis would auto-

matically select a "Yes" response to Part A. Based on the

narrative responses which they provided in Part C, their

failure to do so appears to have been attributable to either

of the following reasons:

1. They simply misread the question.

2. Although they are actually required to meet with

their superiors on a monthly or more frequent basis, scheduled

meetings are not necessarily keyed to the end of the account-

ing period. Instead, they are keyed to other events such as
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the ultimate arrival of accounting reports from NAFAS,

Recreation Council Meetings, luncheons, or they merely result

from a frequent, informal, and ongoing dialogue between the

manager and his superior.

Whatever the reason, the failure of field activity managers

to respond in the intended manner to question number three

significantly distorted the data shown in Exhibit 111-12 and

the author's previously conducted analysis of that exhibit.

It should be recalled that the author expressed surprise in

the low number (between 51.6 and 63.5 percent) of field activ-

ity managers that were required to meet with their superiors

following the end of each accounting period. The narrative

responses that were provided in Part C of question number

, three largely explain why this number was so low.

Had they responded in the intended manner, 57 additional

managers would have chosen a "Yes" response to Part A of

question number three, and there would have correspondingly

been 57 fewer "No" responses. This would have elevated the

number of "Yes" responses contained in Exhibit 111-12 to 212

(vice 155) and would have lowered the number of "No" respon-

ses to 57 (vice 114). The impact of these changes is signif-

icant and leads to the upwardly revised statistical prediction

'that, in reality, between 73.9 and 83.7 percent of all field

activity managers are required to meet with their superiors

following the end of each accounting period.
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In the opinion of the author, responses to Part C of

question number three served to dramatically underscore the

importance of soliciting narrative commentary from those who

participated in the field survey. In this instance, the

amplifying remarks of participating managers identified

important differences in their interpretations of question

number three and prompted the revision of previously given

statistical estimates concerning the number of field activity

managers that actually meet with their Commanding Officers

following the end of each accounting period. This was the

only instance in which the author was required to revise

previously given statistical estimates based on supplemental

narrative responses.

In question number four of the author's survey, field

activity managers were asked to provide amplifying remarks

to explain the reasoning behind their pro forma responses

to this question, which addressed the impact that delays in

receipt of NAFAS accounting reports have had on their

usefulness. The most frequently given reasons for selecting

their responses are discussed in the next two paragraphs.

However, prior to reviewing them, it should first be men-

tioned that nearly all field activity managers were clearly

in agreement on two things. First, delays in the receipt of

NAFAS accounting reports are always undesirable. Secondly,

because of delays, nearly all managers find it necessary to

prepare and maintain local accounting records and internal

. -,
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reports in one form or another to complement the financial

statements that are prepared by NAFAS. Many of them believe

that they simply cannot afford to wait until NAFAS provides

them with financial statements to determine how well their

activity has performed during the previous accounting period.

As previously indicated in the author's analysis of

Exhibit 111-15, a statistical majority of all field activity

managers believe that NAFAS accounting reports are extremely

useful despite the fact that delays in their receipt cause

many of them to maintain local accounting records that par-

allel those provided by NAFAS. From their amplifying remarks,

the most frequently given reasons for this were:

1. The financial statements provided by NAFAS enable

managers to verify the accuracy of locally maintained records.

2. Individual sections of the financial statements pro-

vided by NAFAS conveniently complement the financial state-

ments and analyses that are generated locally. To this end,

the self-sufficiency information that is provided in RCAS

operating statements was particularly lauded by RCAS activ-

ity managers.

3. The accounting statements provided by NAFAS serve as

an aid in preparing budgets for the following fiscal year.

This belief was predominantely supported by RCAS activity

managers.

In responding to question number four, managers who

indicated that the usefulness of NAFAS accounting reports was
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either partially, greatly, or wholly diminished by delays in

their receipt shared, with varying levels of intensity, the

following beliefs:

1. Delays either partially, greatly, or wholly diminish

the usefulness of NAFAS accounting reports because they

require that parallel accounting records be maintained at the

local level.

2. Because they are required to prepare their own finan-

cial statements anyway, these same managers believe that

NAFAS accounting reports are both redundant and unnecessary

*" because they provide little or no information that they don't

already know or couldn't develop by themselves if they choose

to do so.

Narrative responses to question number four were surpris-

ing to the author because they appeared to dramatically contra-

dict previously analyzed pro forma responses to question

number five (Exhibit 11-29), in which a decisive majority of

managers had indicated that delays in MCAS and RCAS print-

outs do not cause additional accounting and bookkeeping

efforts at the local level. It was difficult to comprehend

why so many managers report that delays in the receipt of

NAFAS printouts do not cause additional accounting and book-

keeping efforts when many of them were concurrently citing

the requirement to maintain local accounting records as a

result of those delays. The reasons for this paradox are

largely explained in the narrative responses to question

number five which are examined in the next paragraph.
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In question number five, field activity managers were

asked to provide amplifying remarks to further identify why

delays in the receipt of NAFAS accounting reports either do

or do not contribute to additional accounting and bookkeeping

efforts at the field activity level that would otherwise not

be required if the reports were received in a more timely

manner. Invariably, managers who believed that delays do

contribute to additional accounting and bookkeeping efforts

cited the requirement to produce local accounting documents

and reports to satisfy either their own or their Commanding

Officer's requirement to persistently stay on top of the

financial status of their activity. Whether specifically

stated or implied in their comments, the overriding belief

of those who rendered a "yes" response to question number

five was that certain locally prepared accounting documents

could be eliminated if NAFAS accounting reports were received

in a more timely manner. In contrast, the following expe-

riences were the most prevalent among the majority of managers

who did not believe that delays in NAFAS accounting reports

4 contribute to additional accounting and bookkeeping

requirements:

1. For many managers and/or their Commanding Officers,

1 tracking and analyzing the financial status of their activi-

ties is a matter of ongoing "real-time" concern throughout

the accounting period. Therefore, the requirement to prepare

- and maintain local accounting documents would not be
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eliminated even if delays in the receipt of NAFAS accounting

* *" reports could be substantially reduced. Several managers

cited the requirement to prepare weekly and even daily "flash"

*" status reports to their superiors, including end of the month

*" profit and loss statements.

2. For many managers, the preparation of local accounting

documents does not appear to be a burdensome or time consum-

* ing task, which may explain why so many of them believe that

delays in accounting reports do not cause increased accounting

. and bookkeeping requirements.

3. For some managers, delays in the receipt of NAFAS

accounting reports generate no additional bookkeeping require-

* ments at all. This situation was reported by managers of

small or highly solvent activities, managers who are not

! pressured to report the financial status of their activity

to higher authority, and managers activities which have

*typically experienced minimal delays in the mailing and

turnaround of accounting source documents to and from NAFAS.

In question number seven of the author's survey, managers

who had reported reductions in workloading as a result of the

* implementation of centralized accounting and banking pro-

*. cedures were asked to specify the number of man hours that

-had been saved at their activity. MCAS managers reported a

total savings of 198 man hours per day (or 24.75 billets)

while RCAS activity managers reported a total savings of 158

man hours per day (or 19.75 billets). The combined savings
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for both MCAS and RCAS activities was 356 man hours per day,

which equates to 1780 man hours per week, or 92,560 man hours

per year.

It should be emphasized that the manhour savings enum-

erated in the preceding paragraph represents the reported

savings of only 40 percent of the entire population of all

MCAS and RCAS activities. As shown in Exhibit 111-35, a

total of 275 managers out of the worldwide population of 695

responded to question number seven. From Exhibit 111-35, it

should also be noted that a sizeable portion (16.0 percent)

of those managers who responded to the author's survey were

*!! not sure as to whether or not the implementation of the MCAS

and RCAS have reduced the number of accounting personnel at

*their activities. Accordingly, in reviewing the manhour

reductions that were reported in the preceding paragraph, it

should be kept in mind that a large portion of the worldwide

population of all field activity managers is not accounted

for. Although there is no way of substantiating such a

claim, the actual manhour savings experienced by all field

activities could easily be two to three times greater than

that reported above.

In the opinion of the author, the specific manhour savings

reported in their responses to question number seven reiterated

the importance of having requested amplifying information

from survey participants. Based solely on their pro forma

4 responses to question number seven, (Exhibit 111-35), the
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*. author was originally led to believe that reductions in the

number of accounting personnel due to the implementation of

the MCAS and RCAS were negligible because of the low percent-

age of field activity managers who had reported general man-

power savings. However, this approach masked the fact that,

for those activities who did report manpower savings in

question number seven, the savings were substantial. Based

on the specific man hour savings cited above, the following

would appear to be true:

1. Personnel reductions caused by the implementation of

the MCAS and RCAS are substantial when stated in terms of the

number of manhours per year that are actually saved.

2. Personnel reductions that have been achieved are not,

distributed evenly among all MCAS and RCAS field activities.

Instead, a few activities have collectively experienced sub-

stantial manpower savings while a majority of field activ-

ities have experienced none. In general most savings have

occurred at activities where accounting function was large

or locally centralized to begin with.

In question number eight of the author's survey, field

activity managers were asked to identify the most frequent

causes for errors in MCAS and RCAS accounting reports. The

purpose of this question was to determine whether or not

field activity managers would attribute most errors to the

local preparation of accounting source documents or to

accounting errors made by NAFAS. Nearly all managers who

295



responded to this question agreed that errors in NAFAS

- accounting reports were attributable to undetected input

-errors in the submission of local source documents. These

errors were typically credited to local keypunch errors,

transcribing errors, or other forms of human error such as

simply using the wrong account numbers when completing

source documents.

In question number nine of the field survey, managers were

asked to briefly amplify their thoughts concerning the extent

to which MCAS and RCAS printouts have assisted them in the

financial planning and management of their activities. As

shown in Exhibit 111-18, a decided majority of managers

reported that MCAS and RCAS printouts were highly practical

and useful in planning and managing the finances of their

*activities. Among this majority, managers were overwhelmingly

*i consistent in their belief that NAFAS printouts provide an

excellent historical tool for planning future budgets. This

opinion was repeatedly rendered by MCAS and RCAS activity

managers alike. The two other most frequently cited reasons

for the usefulness of NAFAS accounting reports generally fell

into the following response categories:

1. Managers found specific subsections of NAFAS account-

ing reports to be extremely beneficial. MCAS managers were

variously impressed by inventory turnover and cost of goods

sold calculations. RCAS managers expressed satisfaction with

the self-sufficiency information that is provided in RCAS

accounting statements.
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2. Other managers held that the primary value of the

printouts is that they enable them to quickly review and

analyze a large amount of data in capsular form and, in so

doing, enables them to detect and correct adverse trends

within their activity.

The decidedly small minority of managers who reported

that NAFAS printouts were of little or no practical value in

responding to question number nine reiterated the themes:

1. NAFAS printouts are of little or no practical value

because too much time elapses between the end of the account-

ing period and their eventual receipt from NAFAS.

2. Because of these delays, locally prepared accounting

statements serve as the primary basis for local financial

analyses.

In previous sections of this study, the various account-

ing reports which are produced by NAFAS were described in

detail. In question number ten of the author's survey,

field activity managers were given the opportunity to specify

which reports or sections thereof they considered to be the

least worthwhile. The purpose of this question was to enable

NAFAS to assess whether or not certain reports should be

modified to better accommodate the analytical needs of field

activity managers.

Of the 218 managers who responded to question number ten,

148 (68 percent) stated that all sections of NAFAS's account-

ing reports are worthwhile. RCAS activity managers were
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nearly unanimous in this belief. Conversely, nearly all

criticism was provided by MCAS activity managers, who repeat-

edly expressed dissatisfaction for the year-to-date compara-

tive analysis section of the MCAS operations statement. The

basis for their dissatisfaction is discussed in the following

paragraph.

In part B of question number 11, field activity managers

were invited to specifically comment on the usefulness of the

Fund Solvency section of the MCAS Balance Sheet and Compara-

tive Analysis Section of the MCAS Operations statement. As

previously shown in Exhibit 111-19, approximately two thirds

of those MCAS activity managers who responded to the survey

vouched for the usefulness of these subsections of the MCAS

reporting system while approximately one-third reported that

they were not useful. In their narrative responses to ques-

tion number 11, MCAS managers were remarkably consistent in

reiterating the same virtues and liabilities that were

previously cited in their narrative responses to question

number ten. Those who found the Fund Solvency Section and

Year to Date Comparative Analysis Section to be useful

analytical tools repeatedly cited their value in preparing

budgets and the fact that these sections allowed them to

quickly ascertain the financial status of their activity.

Those who did not find them to be useful most frequently

rendered the following criticism:
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1. The Year-to-Date Comparative Analysis Section is

neither useful nor fair because it attempts to compare the

performance of all clubs against a uniform set of ideal

operating standards. Many managers emphasized the fact that

there are simply too many environmental differences between

clubs to realistically quantify the way they should operate.

Examples of these differences included the location of the

club, size of client population, size of facility, local wage

scales and many other uncontrollable variables.

2. Several managers reported disillusionment with the

Comparative Analysis Section because of the arrow symbols

(described in Chapter Two) that flag the requirement for

"management attention" whenever an account has an unfavorable

variance. Most managers who were disenchanted with this

feature cited the tendency of their Commanding Officer or'

immediate superior to overreact to any unfavorable variances

which were recorded in NAFAS's printouts, even though the

operating standard for a particular account was, in the

opinion of the manager, an unrealistic benchmark to begin

with..4
3. A few managers argued against the usefulness of the

Fund Solvency section of the MCAS balance sheet because they

either didn't understand what it was supposed to be telling

them, they were capable of computing it themselves, or

simply didn't find much practical use for it.

In Part B of question number 12, RCAS activity managers

were similarly asked to provide narrative comments concerning
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the usefulness of the self-sufficiency information provided

in RCAS accounting reports. As shown in Exhibit 111-20,

which summarizes their responses to Part A of the same ques-

tion, managers were nearly unanimous in the fundamental belief

that the self-sufficiency information produced by NAFAS serves

as a useful financial management tool within their respective

organizations. The most frequently given reasons for the

usefulness of activity self-sufficiency information were that

it:

1. Provides immediate visibility to developing trends,

positive or otherwise, within their organization. Enables

managers to take prompt action to correct undesirable trends.

2. Enables managers to separately assess each department

* or program within their activity.

3. Provides a valuable benchmark for setting goals

within their activity.

Like their MCAS counterparts, RCAS managers were consist-

ent in their narrative responses to question number ten and

12. Again, their beliefs and attitudes toward NAFAS account-

ing reports were noticeably more positive than those of MCAS

managers.

In the previous section of this study, it was purposely

4 noted that the pro forma responses of RCAS managers were

visibly more positive than MCAS managers. In the opinion of

the author, narrative responses to questions ten through 12

_ reveal one of the major causes for their differing attitudes
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toward the centralized accounting products and services pro-

vided by NAFAS. On the one hand, RCAS managers generally

believe that the formatting of RCAS accounting reports is

simple, practical, non-threatening, and .nstructively

tailored to fit their management needs. On the other hand,

a large number of MCAS managers were clearly disenchanted

with the expressed opposition to the basic formatting of

MCAS reports, especially the Comparative Analysis Section of

the MCAS Operations Statement, which many of them considered

an unrealistic and sometimes counterproductive financial tool.

In question number 13, field activity managers were asked

to describe their two greatest frustrations with the Navy's

centralized accounting system, excluding delays in the receipt

of NAFAS accounting reports. The purpose of this question

was to provide still another forum for identifying problems

-: ,associated with centralized accounting procedures and to

compare responses to this question with others which were

previously provided in the survey. In descending order of

their occurrence, the following were the three most frequently

reported grievances of field activity managers:

1. Correcting accounting errors once they have been

introduced into the centralized accounting system.

2. Inadequacy of training support and technical documenta-

tion associated with the centralized accounting system.

3. The year-to-date Comparative Analysis Section of the

MCAS Operations Statement.
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In conveying their foremost frustrations with the central-

* ized NAF accounting system, field activity managers were

asked to exclude delays in the receipt of NAFAS accounting

reports because there was little doubt that this would have

been their most frequently reported grievance. Despite the

fact that they were asked to exclude the problem of mailing

delays, many managers chose to ignore the author's guidance

-. •and reported this as their number one grievance. In the

opinion of the author, this served to reinforce how strongly

some managers feel about the problems created by delays in

the receipt of accounting reports from NAFAS.

As shown above, the inability to get accounting errors

corrected in a timely manner was the most frequently cited

grievance among managers who conformed to the author's

guidance. It is worth noting that this problem is also

related to the larger problems of mailing delays and was

most frequently addressed by managers of overseas activities

where mail deliveries and telephone communications with NAFAS

are less than optimal. Where accounting reports arrive

between three to five weeks following the end of the account-

ing period with errors in them, it sometimes takes several

accounting periods to get these errors corrected. Some

managers stated that, despite their ability to communicate

with NAFAS by telephone, delays in getting accounting errors

resolved were unacceptably long.

302



*1: . . . . : L .  - .... . .. . - 1

The second most frequently cited grievance of field

activity managers was the inadequacy of training support and

technical documentation which accompany the centralized

* . accounting system. This problem was most frequently reported

by activities where the turnover in managers, accounting per-

sonnel, or bookkeepers is unusually high and an ongoing

requirement exists to train new personnel. Several managers

reported that they themselves had experienced difficulty in

gaining an awareness and understanding of all the rules and

underlying reasons for currently existing accounting procedures

because a comprehensive knowledge of the centralized account-

ing system necessarily involves an awareness of many account-

ing publications, including all previously published change

transmittals to them. To this end, several managers reported

delays in the receipt and occasional non-receipt of critical

change transmittals to important accounting publications.

The problems of training support and technical documentation

are discussed in depth in the author's subsequent analysis

of the narrative responses to question number 21 of the field

survey, which specifically addressed this issue.

The third most frequently reported frustration with the

centralized accounting system was the previously discussed

.grievance among MCAS managers toward the non-validity and

lack of value of the comparative analysis section of the

MCAS Operations Statement. Having already discussed this

4 problem at length, there is no need to reiterate it here
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other than to say that MCAS managers were remarkably per-

* sistent in communicating their beliefs on this subject.

As shown in Exhibit 111-3, question number 14 of the

field survey was divided into three separate parts. Responses

to Part Q, which queried field activity managers as to whether

or not centralized banking procedures have reduced administra-

tive workloading at the field activity level, were pre-

viously analyzed and discussed in conjunction with Exhibits

111-36 through 111-38 in the preceding section of this chapter.

In Part B of this question, managers who had reported that

administrative workloading had been reduced at their activ-

ities through the implementation of centralized banking

procedures were asked to approximate the percentage reduction

in workloading that had been achieved. In Part C, these

same managers were asked to cite some of the tangible improve-

ments which they had observed. Their narrative responses to

Parts B and C of this question are summarized as follows:

1. The average percentage reduction in workloading

reported by those managers who have observed reductions in

workloading at their activities subsequent to the implementa-

tion of centralized banking procedures was 9.68 percent.

2. Almost unanimously, the primary reason for reporting

a reduction in workloading was that, under the centralized
4

banking system, field activity accounting personnel are no

longer required to reconcile local bank statements on a

.monthly basis since this is automatically done for them by-r -

the MCAS and RCAS.
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* :Given the fact that centralized banking procedures have

* eliminated the requirement for field activity personnel to

reconcile their own local bank accounts, the author was sur-

prised by the large number of managers who responded to Part

A of question number 14 by reporting that there has been no

significant change in administrative workloading at their

activities. The reasons for responding the way they did are

partially explained by their narrative responses to question

number 16, which are discussed in the following paragyiph.

In question number 16, field activity managers were

*asked to provide a brief narrative description of what they

believed to be the greatest deficiencies and/or frustrations

associated with centralized banking procedures. Of the 193

*narrative responses that were provided to this question, 84

managers (43.5 percent) stated that they had no frustrations

whatsoever with the centralized banking procedures that are

presently in place. The remainder of the managers who res-

ponded to this question emphasized the following deficiencies

and frustrations with current banking procedures:

1. The length of time that is required for cancelled

checks to be returned to the field activity is, in many

instances, inordinately long. Many activities reported

that it sometimes takes several months for cancelled checks

which have been written by them to clear the banking system

and be returned to their command. In the meantime, they are

"left in the dark" as to the status of these checks, which
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becomes especially critical when non-payment is alleged by

vendors.

2. Check replacement and stop payment procedures were

the second most frequently reported deficiencies of the

centralized banking system. When a check is incorrectly

written at the local level and/or stop payment procedures

are initiated for any reason, a replacement check cannot be

drawn until authorization is received from NAFAS. Respond-

ing managers variously reported that it can take two to six

weeks to receive authorization from NAFAS to issue a replace-

ment check.

3. The third most frequently reported frustration with

centralized banking procedures was that the underlying

motives for the central banking system itself serve as a

major disincentive for thriving field activities to improve

their local earnings. Many managers voiced strong opposition

to the fact that they were not allowed to reinvest the

interest earnings on their own profits in a manner that would

allow their own activities to directly benefit from their

personal management initiatives. Instead, as described in

the preceding chapter of this study, all profits are pooled

in the central bank, invested by NMPC 65, then redistributed

to activities with the greatest need. Several managers stated

the belief that this process has the combined affect of dis-

couraging good managers and sustaining bad ones.
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In the opinion of the author, the above grievances par-

tially explain why, in selecting their answer to question four-

teen, so many managers reported that there had been no

significant change in administrative workloading since the im-

plementation of centralized banking procedures at their

activities. Based on their responses, it would appear that

the timesavings which are achieved by not having to reconcile

their own bank accounts are either partially or wholly offset

by the disadvantages of not knowing the status of outstanding

checks for extended periods of time and the absence of local

authority to issue replacement checks.

Narrative responses to question number 16 clearly revealed

that, for many managers, the loss of interest earnings due to

the centralized pooling of field activity profits is a highly

emotional issue which, in the opinion of the author, may have

influenced the way that many of them responded to Part A of

question number 14. In all probability, managers disliking the

basic, underlying motives for the centralized banking would

have experienced great difficulty in objectively evaluating

the administrative virtues of the system.

In question number 20 of the author's survey field activ-

ity managers were asked to identify the greatest deficiencies

and frustrations that they had experienced with the "Touch Pay"

payroll accounting system (TPS). Of the 130 managers who

provided narrative responses to this question, 41 (31.5 percent)

stated that there were no deficiencies in the TPS. Among
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those managers who have experienced problems with the TPS, the

following were the most frequently mentioned frustrations and

grievances:

1. When payroll errors occur, it is a difficult and time-

consuming process to get them corrected. According to many

managers, errors frequently occur whenever there is a change

*i in personnel status at their activity (such as new hires,

transfers, wage increases) which necessitates the forwarding

of an Employee Information Sheet (Exhibit 11-61) to the TPS.

In some instances, errors in paychecks or the non-receipt of

paychecks occur merely because of the lead time required to

get new information into the system. In other instances,

errors were blamed on TPS personnel for failing to properly

keypunch new data into the system.

2. The second largest category of complaints were prob-

lems associated with telephone communications between the

field activity and the TPS. Many managers reported frequently

that they were either interrupted or that the system was fre-

quently busy when attempts were made to access it. This

problem was especially common to activities located outside

of the continental United States.

3. The third most frequently mentioned grievance with

the TPS is that it generates excessive paperwork, both on the

input and output side of the system. Several users alleged

that the transmission of payroll accounting information

requires a significant amount of administrative maintenance
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and preparation, including the continuous flow of Employee

Information Sheets to the TPS. Many of these same individuals

also alleged that the output reports from the TPS provide more

information than is either required or desired for local man-

agement purposes.

4. Both separately and as an adjunct to previously men-

tioned grievances, many managers complained of the inherent

information lag and mailing delays associated with the TPS.

Several reported the late receipt of paychecks following

holidays and failure of the system to keep pace with requested

changes to the TPS data base.

In objectively analyzing narrative remarks to question

number 20, two additional trends were observed. First, sev-

eral managers who presently like the TPS reported that they

had experienced significant problems when the system was

initially installed at their activity. Like many new systems,

a substantial "learning curve" had to be overcome by system

users. Since the TPS is relatively new at many activities,

some of the problems that were cited in the survey may well

be only temporary in nature. Another important trend is that

several managers readily admitted that their current griev-

ances toward the TPS stem from the fact that, prior to the

implementation of the TPS, automated payroll accounting sys-

tems were already installed at their activities. Several of

these managers claimed that the TPS has proven inferior to

the demonstrated capabilities of their own local systems and
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* questioned the value of having to abandon them in favor of a

* less reliable system.

In question number 21, field activity managers who found

fault with training support and technical documentation pro-

vided by NAFAS and NAVCOMPT were asked to provide narrative,

amplifying remarks concerning the perceived inadequacies of

current training programs and publications which govern the

centralized accounting, banking, and payroll systems. As

shown in Exhibit 111-23, one-fourth of all managers who

responded to the survey reported that the training support

and technical documentation provided NAFAS and NAVCOMPT were

inadequate. In their narrative responses, the most fre-

quently reporteddeficiencies were:

1. Accounting manuals and instructions, especially

NAVSO P-3520, are difficult to understand and badly outdated.

2. Accounting guidance is highly fragmented and scattered

over too many publications.

3. Training assistance visits are infrequently provided

and fail to keep pace with the rapid turnover in management

and bookkeeping personnel at many activities.

4. Due to local funding constraints, many activities are

not able to send key management the formal management courses

that are offered at NAFAS headquarters at Patuxent River,

Maryland.

Regarding the above problems, several field activity man-

.4 agers stated that ambiguities in current accounting guidance,
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especially that which governs payroll accounting and person-

nel matters, have necessitated frequent phone calls to NAFAS

and heavy reliance on supplemental notices and bulletins

which are periodically authored by NAFAS. Several managers

also maintained that current accounting doctrine needs to

be updated to reflect current accounting procedures, then

consolidated into one manual, and more clearly defined through

the use of additional and concise graphic illustrations.

As for training support, several individuals discussed

the combined frustrations of not being able to attend the

formal management courses offered by NAFAS, the infrequency

of training and assistance visits, and the absence of local

training manuals or an understandable accounting handbook to

. assist them in their own program of self-instruction. Many

of those expressed the desire to independently gain a better

understanding of the underlying theory, doctrine, and account-

ing reports associated with the centralized accounting, bank-

ing, and payroll systems stated that inadequate training

materials were not made available to them.

Prior to concluding discussion of question number 21,

it should be mentioned that, during the course of thesis

research, the author also became frustrated by the inad-

4 equacies and discontinuities in current NAF accounting

documentation. In bringing this problem to the attention of

NAFAS officials, the author was advised that the Navy's

I -handbook, Nonappropriated Fund Accounting Procedures
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(NAVSO P-3520), was in the process of being revised and

updated. Additionally, the author was provided with a series

of newly developed, self-paced training courses by the Navy

Special Services Administrative Activity (NSSAA), which

greatly facilitated the author's understanding of centralized

accounting and banking procedures. The author was advised

that all field activities would eventually be provided with

these newly developed, self-paced courses, which were being

developed in recognition of the fact that training materials

for the centralized accounting and banking systems required

improvement.

In question number 22 of the author's survey, field

activity managers were asked to provide amplifying remarks

describing the specific ways in which management flexibility

has been altered as a result of the implementation of central-

ized accounting, banking, and payroll systems at their

activities. In the same question, they were also asked to

state whether or not they would be better off if decentralized

accounting, banking, or payroll services were reinstituted

at their activities.

As shown in Exhibit 111-44, 83.2 percent of all field

activity managers who responded to Part A of question number

22 indicated that management flexibility had either signif-

icantly or slightly increased as a result of the implementation

of centralized accounting, banking, and payroll procedures

at their activities. In keeping with their responses to Part
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A of this question, narrative comments provided in response

*to Parts B and C were equally positive. In responding to

Part B, managers most frequently cited the following reasons

for the increased management flexibility that has resulted

from the implementation of centralized accounting, banking,

and payroll systems:

1. The services provided by NAFAS have reduced the need

for them to become totally involved in the details of local

accounting and banking. This has allowed them more time to

concentrate on program management rather than detailed fiscal

management within their activities.

2. The accounting reports which are produced by NAFAS

provide, in concentrated form, a substantial amount of

financial management information which field activity man-

agers would either have to develop themselves or do without.

Many managers lauded the comprehensive manner in which NAFAS

accounting reports allow them to perform trend analyses and

budget planning in much less time than if similar reports

had to be locally constructed.

Of the relatively small minority (16.6 percent) of man-

agers who reported that the centralized accounting, banking,

and payroll systems have reduced management flexibility at

their activities, the following grievances were most fre-

quently claimed:

1. Several managers reiterated their strong opposition

- to the loss of interest earnings on their own profits by

313



claiming that they had much more flexibility in managing

their activities when they were free to locally reinvest their

own earnings.

2. A few managers claimed that the concurrent requirement

to support the centralized accounting, banking, and payroll

systems in addition to ongoing local accounting requirements

has added to their workloading and, therefore, reduced local

management flexibility. To this end, many of these same

individuals made it a point to single out the TPS as the most

timeconsuming, unwanted system that detracts from local

management flexibility.

In part C of question number 22, field activity managers

were asked if they favored a return to decentralized account-

ing, banking, and payroll systems. Of the 177 managers who

responded to this question, 125 (70.6 percent) stated that

they were not in favor of reinstituting decentralized systems

at their activities because it would increase local work-

loading, increase overhead costs, and because many of them

believe that the current system adequately services their

financial management needs. Managers who were in favor of

reinstituting decentralized accounting, banking, and/or

payroll procedures rendered the following opinions:

i 1. Eighteen managers stated that a return to decentralized

accounting, banking, and payroll procedures would eliminate

unnecessary duplicate accounting, allow for instantaneous

corrections of accounting errors, and/or provide the same
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, financial management information in a shorter amount of time

* and at a lesser cost.

2. Thirteen managers stated that they had no qualms with

the centralized accounting and banking system, but strongly

favored a return to decentralized payroll accounting procedures.

Those who responded in this manner typically stated that either

the mechanical or automated payroll systems that they were

using prior to the implementation of TPS involved less work or

were less troublesome.

3. Eleven managers stated that they were in favor of

returning to decentralized systems because they were better

off when they were able to control and reinvest the interest

earnings on their own profits.

4. Three managers stated that they were in favor of

retaining the centralized accounting system but preferred

decentralized banking and payroll systems.

5. One manager favored the reinstitution of decentralized

accounting and payroll systems and continuation of the cen-

tralized banking system.

6. Six managers stated that they were either unsure about

their beliefs on this subject or indicated that a shift back

to decentralized systems would probably not have a dramatic

affect on their current operations, one way or another.

In questions number 24 and 25 of the author's survey,

field activity managers were asked to provide information

- concerning their prior experiences with decentralized
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accounting, banking, and payroll procedures and to indicate

the number of personnel who are currently assigned to account-

ing, banking, and payroll functions within their activities.

Unfortunately, responses to these questions were so perfunc-

tory that they had to be omitted from this analysis. Perhaps

the most plausible explanation for the poor responses to these

questions is that the author's survey was simply too lengthy

and many managers become impatient in completing it.

Despite disappointing responses to question number 24,

the experience levels of survey participants can be analyzed

using information provided in the "Activity Data Section"

of each questionnaire. Of the 217 persons who participated

in the survey, 214 identified their rank (or rating level)

and 213 identified the number of years that they have served

as field activity managers. A summary of their relative

seniority and experience levels is provided in Appendix I.

Based on the information contained in Appendix I, the follow-

ing statements can be made:

1. Of the 214 managers who identified their rank (or

rating level), 155 (72 percent) were either Naval Officers

or no lower than a GS-9 on the United States Civil Service

grading scale.

2. Of the 213 managers who identified the number of

years which they have served as field activity managers,

147 (69 percent) have served at their activities for less

than six years, while 105 managers (49 percent) have served
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at their activities for less than three years. Conversely,

only 35 managers (16 percent) reported having served as field

activity managers for ten years or more.

In the opinion of the author, the above statements bring

out two important points concerning the experience levels of

survey participants. First, a substantial majority of survey

participants, were mid-level to senior grade managers. Sec-

ondly, despite their seniority, the length of time that many

of them have actually spent as field activity managers is

relatively short. Both of these points should be taken into

consideration when evaluating the data contained in this

survey. In the opinion of the author, the latter of these

findings leads to the following conclusions:

1. Turnover among field activity managers, both civilian

and military, appears to be high.

2. In responding to several questions in the author's

survey, it would appear that many managers were forced to

rely on the second-hand experiences of their fellow employees

(e.g., bookkeepers and accountants) in making judgements

4 about the currently installed accounting, banking, and pay-

roll systems. This is especially true of questions in which

participating managers were asked to compare the relative

effectiveness of current, centralized systems with previously

used decentralized methods of accounting. Given the relatively

short amount of time that many of them have served in their

i _current positions, it would not have been possible for them
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to have personally observed the transition from decentralized

to centralized systems unless they had previously worked in

another "NAF-related" capacity.

In concluding this chapter, it should be re-emphasized

that the purpose of this section has been to subjectively

quantify the narrative comments of field activity managers

in an attempt to gain a better understanding of the underlying

reasons for the structured, pro forma responses contained in

Section D. As shown, there were some instances in which

narrative comments of field activity managers served to

dramatically alter previously developed statistical conclusions.

Obvious differences in the manner in which field activity

managers interpreted certain questions were also brought to

Ylight.

• -In developing this analysis, a conscientious effort has

been made to fairly represent the most prominent concerns and

beliefs of MCAS and RCAS field activity managers. While it is

recognized that the approach that has been taken in this

. section is lacking in statistical and scientific purity, the

author found the narrative comments of survey participants too

valuable to omit them from this study. As a minimum, it is

hoped that the contents of this section will serve to stimulate

further research into problems which appear to be common to

many field activity managers.
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IV. CONCLUSION

A. SUMMARY OF SIGNIFICANT FINDINGS

The purpose of this section is to summarize what are

considered by the author to be the most significant findings

of this study. In the following section of this chapter,

these findings are compared with the conflicting, a priori

statements that were made at the onset of this study by the

author's fellow students, field activity managers and senior

NAF officials. They are also used as the basis for the

author's conclusions and recommendations concerning various

aspects of the Navy's centralized NAF accounting, banking,

and payroll systems.

In the opinion of the author, the most significant find-

ings associated with the centralized NAF accounting system

are:

1. The accounting products and services provided by

NAFAS complement local accounting efforts but are by no means

a self-contained, substitutable alternative for them.

2. The greatest frustrations which field activity man-

agers have with the centralized accounting system are the

inherent delays associated with the receipt of NAFAS account-

ing reports following the end of each accounting period and,

accounting errors. Due to time and distance factors, overseas

activities are especially plagued by mailing delays.
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3. Despite delays in their receipt and occasional account-

ing errors, the products and services that are provided by

NAFAS are considered by most managers to be extremely accurate

and valuable financial management tools.

4. On the whole, RCAS managers are more positive in their

attitudes toward the centralized accounting system than their

MCAS counterparts.

5. Although a majority of managers believe that the

training support and technical documentation associated with

the centralized accounting system is adequate, there is a

demonstrated need for improvement in this area.

6. The implementation of centralized accounting procedures

has either greatly or partially reduced local bookkeeping

Yrequirements at a majority of field activities.

7. Despite reductions in workloading at a majority of

activities, actual personnel reductions have occurred at a

small percentage of reporting activities.

8. Despite the collective grievances that field activity

managers have expressed for the centralized NAF accounting

system, a decided majority of them do not favor a return to

an exclusively decentralized accounting system.

In the opinion of the author, the above findings are

fully supported by the previously discussed narrative and

pro forma responses of those managers who participated in the

field survey. For a variety of reasons, field activity

managers cannot exclusively rely on the centralized NAF
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accounting system to service their local accounting needs.

In the case of overseas activities, mailing delays alone

prevent this from happening. In the case of many other

activities, management preference and/or the marginal sol-

vency of the activity itself dictates a "real-time" require-

ment to track the exact accounting status of the activities'

operations on a day-to-day or week-to-week basis. Managers

and/or Commanding Officers believe that they simply cannot

* wait two to four weeks into the next accounting period to

identify and take corrective actions on financially adverse

developments within their activity.

Although the accounting products and services provided

S.by NAFAS are not a self-contained, substitutable alternative

for local accounting efforts, a decided majority of managers

believe that they provide valuable, supplementary financial

management information which assists them in managing their

operations. If for no other reason, NAFAS accounting reports

are considered valuable by many managers because they pro-

vide an excellent tool with which to verify the accuracy of

local accounting information. Furthermore, many managers

like them because they provide concisely packaged, historical

accounting information that not only allows them to rapidly

4gain additional insights into the problems of their activities,

but also serves as an important aid in the budget planning

process. Despite delays in their receipt, NAFAS accounting

--. reports appear to have a useful and highly meaningful purpose
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in those areas of field activity management and accounting

that are not particularly time sensitive.

The fact that RCAS activity managers have a more positive

attitude toward the centralized NAF accounting system than

MCAS managers was thoroughly discussed in Chapter III of this

study. As indicated, attitudinal differences between RCAS

and MCAS managers are primarily driven by the fact that, in

general, RCAS managers believe that NAFAS accounting reports

provide a fairer and more meaningful representation of the

actual financial status of their activities than their MCAS

counterparts.

In their narrative responses, MCAS managers expressed a

highly discernible dislike for the Comparative Analysis Sec-
tion of the MCAS Operations Statement, which many view as

unfair measure of the true performance of their activities.

Whereas RCAS activity managers are assigned variable perform-

ance (self-sufficiency) targets based on the size and geo-

graphic location of their facilities, MCAS managers are

measured against common performance standards that are

prescribed at the headquarters level. These standards fail

to adequately account for important environmental differences

among activities such as local wage scales, commercial

competition, and the size of the local military population

whose patronage is being solicited. Another grievance among

MCAS managers is that the formatting of the Comparative

Analysis Section fails to identify a reasonable range of
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performance tolerances, draws attention to only the negative

trends in local operations, and lends itself to misinterpreta-

tion by local Commanding Officers.

The need to improve the training support and technical

documentation associated with the centralized NAF accounting

system is based on the author's own experiences, interviews

with field activity managers, and the fact that 25 percent

of all field activity managers who responded to question

number 21 of the author's survey indicated that these areas

were inadequate. As discussed in Chapter I of this study,

the basic terminology and definitions which govern the NAF

flow process as a whole are largely understandardized and

perpetuate confusion as to their real meaning. In addition

to this, developing a cleqr understanding of both the NAF

flow process as a whole and the centralized NAF accounting

system is made even more difficult by the fact that current

doctrine is spread out over a variety of publications, instruc-

tions, notices and bulletins.

In their narrative responses to the field survey, managers

who found the technical support associated with the central-

ized NAF accounting system to be inadequate echoed the author's

personal belief that the supporting documentation associated

4with centralized NAF accounting system was too fragmented and
,7

lacking in a sufficient number of clear, self-explanatory

illustrations. In this regard, the Navy's Accounting Handbook

4 (NAVSO-P 3520) was frequently singled out as having too many
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-. "gray areas" that necessitate heavy reliance on NAFAS or other

managers in initially developing a complete understanding of

the NAF accounting system.

As for training support, many managers lauded the profes-

sionalism and helpfulness of the training assistance visits

provided by the Navy Special Services Administrative Activity

(NSSAA) and the formal management courses that are offered at

NAFAS headquarters. However, as discussed in Chapter III,

local funding constraints prevent many activities from sending

key personnel to the formal management course at NAFAS head-

- . quarters and the frequency of training assistance visits fails

to keep pace with the rapid turnover of personnel at many

activities. In the opinion of the author, this situation

*further underscores the need to consolidate and explicitly

document the technical details of centralized accounting

procedures in a manner which is more readily understandable

and accessible to neophyte users of the system.

Responses to question number 23 of the field survey

revealed yet another important weakness in the technical

4documentation and training support which are currently pro-

vided to field activity managers. In their responses to this

question, many managers indicated that their knowledge of the

mission and goals of NAFAS and other aspects of the Navy's

overall NAF flow process was limited. That few managers

reported having a thorough, conceptual knowledge of the Navy's

14 - NAF flow process as a whole was of little or no surprise to
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the author who, during the course of thesis research, found

no published document that singularly tied the whole process

together in a simplified and readily digestable form. In

the opinion of the author, field activity managers should, in

order to be the effective functionaries of a much larger

process, have a much better understanding for the underlying

reasons behind the systems and procedures that they are

required to support. Current documentation leaves substantial

room for improvement in this area.

That the implementation of centralized accounting procedures

has reduced workloading at a majority of field activities was

demonstrated in Chapter III. Also shown was the fact that,

while actual personnel reductions have been achieved by only

a small percentage of reporting activities, total manhour

savings have been fairly impressive. The importance of these

findings is two-fold. First, reductions in workloading caused

by the implementation of centralized accounting procedures

do not necessarily lead to corresponding reductions in

personnel. Accordingly, reductions in workloading cannot be

simply measured by the number of jobs that have been

eliminated. Secondly, the affects which the centralized ac-

counting system have had on personnel costs should be meas-

ured in terms of the total, system-wide manhour savings that

have been achieved and not based on the number of activities

that have experienced reductions. This is because manhour

_ savings are not uniformly distributed over all activities.
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In general, most real personnel reductions have occurred at

installations whose accounting functions were large and/or

locally centralized to begin with.

In Chapter III it was also shown that, despite the

grievances which they individually or collectively have for

the centralized accounting system, a decided majority of field

activity managers were not in favor of reverting to a purely

decentralized mode of operation. Several managers did not

favor such a move because they believed that it would require

the hiring of additional accounting personnel and would in-

crease overhead costs. Others stated that they had never

been exposed to anything but the current, centralized system

and were highly satisfied with the products and services
which they are receiving. In nearly every instance, the

minority of individuals who favored a return to decentralized

procedures did so because of their current inability to re-

invest their own interest earnings on local profits and mail-

ing delays associated with receipt of monthly accounting

statements.

In the foregoing paragraphs, significant findings have

been discussed as if the centralized NAF accountin. -ystem

were totally unrelated to the centralized banking system. In

reality, these systems are so closely interrelated that they

are actually subsystems of a combined, centralized "accounting

and banking" system. In many instances, findings which apply

to one system also apply to the other. For example, mailing
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delays are congruent in both systems since monthly banking

statements are contained in the monthly accounting statements

provided by NAFAS. Despite their close interrelationship,

certain findings are unique to each system. In the opinion of

the author, the following were the most important findings

that were uniquely associated with the centralized banking

system:

1. Field activity managers are evenly divided as to

whether or not centralized banking procedures have reduced

workloading at their activities.

2. In many instances, stop payments and check clearing

procedures take an inordinately long time which substantially

lowers user satisfaction with the system.

3. Many field activity managers believe that the central-

ized pooling of interest income on local profits serves as a

major disincentive to both profitable and unprofitable

activities alike.

4. Although the centralized banking system has produced

substantial earnings on behalf of Navy morale, welfare, and

recreation programs, additional earnings could potentially be

achieved through the use of "state-of-art" electronic cash

transfer systems.

Based on narrative survey responses, the author believes

that the first two findings are related. While many managers

believe that centralized banking procedures slightly reduce

(by less than 10 percent) workloading at their activities,
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an equally large number reported no noticeable improvements.

In many instances, those who reported the latter expressed

frustration with the inconveniences and uncertainties of the

check clearing process, a lack of timeliness associated with

stop payment procedures, and the absence of local authority

to issue replacements for voided checks without the approval

of NAFAS. As previously discussed in Chapter III, it would

appear that the economies which are achieved by not having to

reconcile bank statements locally are either partially or

wholly offset by these inconveniences.

The dissatisfaction which many managers have for the

centralized pooling of field activity profits was thoroughly

discussed in Chapter III of this study. As previously men-

tioned, the centralized pooling and redistribution of. interest

income on local profits serves as a disincentive to profitable

managers because of their inability to locally reinvest their

own earnings. If they are already earning a profit, there

is little or no reward for achieving even greater profits

through skilled management and operational efficiency. Con-

versely, unprofitable managers are provided little or no in-

centive for improving the financial position of their

activities because they are either consciously or unconsciously

aware that earnings from the centralized profit pool can be

made available to keep their operations going. To verify

whether or not field activity managers are justified in their

thinking on this subject would require additional research
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that is beyond the scope of this study. Rightly or wrongly,

many managers who participated in the field survey maintain

these views.

The fourth and final finding associated with the central-

ized banking system was discovered by the author while visiting

NAFAS headquarters in April, 1981. As described in Chapter II

and clearly illustrated in Exhibit II-11, current banking

procedures require that MWR field activities deposit all cash

receipts into their local bank on a daily basis and forward

both their Daily Activity Record Summaries (DARS) and bank

deposit slips to NAFAS. These deposits remain in local bank

accounts until the deposit slips and DARS are received and

processed by NAFAS and a depository transfer check is initiated

by the First National Bank of St. Louis. Depending on the

frequency of outgoing mail deliveries and the geographic loca-

tion of each activity, the transfer of local deposits into

the central bank can take several days. Meanwhile, monies

which are deposited locally are drawing interest at a lower

rate than they otherwise would be if their transfer into the

central bank and subsequent reinvestment could be accelerated.

Based on discussions with NAFAS employees and fellow students

of the Naval Postgraduate School, the accelerated transfer of

deposits could be attained through the use of modern, elec-

tronic, cash transfer systems. In the opinion of the author,

alternative methods for accelerating the flow of deposits into

the First National Bank of St. Louis should be investigated.
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In concluding this section, significant findings asso-

ciated with the "Touch Pay" payroll accounting system (TPS)

are discussed. In the opinion of the author, the most impor-

tant findings were:

* 1. For those activities where the TPS is currently

installed, a majority of managers believe that it has substan-

tially reduced the clerical burdens of payroll accounting,

* particularly year-end W-2 form preparation.

2. Although a majority of managers believe that the TPS

has reduced the clerical burdens of payroll accounting, there

are many who also believe that the paperwork associated with

the system could be further reduced. To this end, several

managers alleged that they are currently receiving more out-

put reports from the TPS than are required or desired for local

management purposes.

3. The most common grievances that field activity man-

agers have for the TPS are getting errors corrected within

the system and poor telephone communications between their

activities and the TPS.

As described in Chapter II, the TPS produces a series of

payroll reports and paychecks for nearly 20,000 NAF employees

on a bi-weekly basis. It provides for the central collection

of all employee benefits, makes automatic deductions for FICA,

FUTA, and Federal and State Income Tax withholdings, and is

programmed to automatically conform to DOD wage policy

guidelines. Given the scope, complexity, and newness of the
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system, it is not surprising that some activities are

presently experiencing technical or procedural problems in

adjusting to an entirely new way of doing business. That a

majority of managers are already finding satisfaction with the

system is, in the opinion of the author, a positive indica-

tion that the system itself and the current TPS implementation

strategy are effective and will more than likely improve as

the program matures.

B. CONCLUSIONS AND RECOMMENDATIONS

As outlined at the beginning of Chapter III, the under-

lying motives for this study evolved from two entirely dif-

ferent views concerning the efficiency and effectiveness of

the centralized accounting, banking, and payroll systems that

are operated and/or supported by NAFAS. On the one hand,

senior NAF officials generously lauded the many accomplish-

ments of NAFAS and centralized systems by maintaining that

they have:

1. Generated substantial sums of money for additional

investments in Navy morale, welfare, and recreation programs.

4 2. Provided a much needed cash control element in the

NAF flow process.

3. Significantly reduced the workloading of field activ-

ity bookkeepers by systematically removing various aspects of

accounting, banking, and payroll from the local level to a

higher level.
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4. Provided greater flexibility and more meaningful

financial management information to system's users.

On the other hand, fellow students at the Naval Postgrad-

uate School (with prior experience in NAF accounting) verbally

alleged that:

1. Because of the time delays associated with their

receipt, field activity managers derive little or no practical

value from the monthly financial statements that are provided

by NAFAS.

2. Late receipt of NAFAS accounting products causes a

duplication of effort at the field activity level. Managers

must concurrently support local demands for financial manage-

ment and accounting information while feeding accounting source

r' documents into NAFAS. Accordingly, workloading has actually

increased and not decreased as a result of centralizing the

NAF accounting, banking, and payroll processes.

3. Centralized accounting and banking procedures are

especially frustrating to overseas activities due to mail

delays and/or to activities that are not conveniently located

near a banking facility.

4. When occurring, errors in the centralized accounting

and banking system take a long time to correct.

5. Because of inadequate training support, technical

documentation, and/or their sheer dislike for the accounting

information that is provided by NAFAS, many local commanders

and field activity managers do not fully understand or make
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use of all of the financial management information which is

* provided to them by NAFAS on a monthly basis.

In the paragraphs that follow, specific conclusions con-

cerning the centralized accounting, banking, and payroll sys-

tems are developed and compared with the conflicting views

that gave birth to this study. Additionally, recommendations

are made by the author as possible improvements to these

centralized NAF systems and procedures that are currently in

place.

* 1. The first major conclusion of this study is that,

despite the best intentions and efforts by NAFAS to provide

timely accounting services to field activities, additicnal

improvements are needed. Fellow students of the Naval Post-

graduate School were correct in alleging that mailing delays

are frustrating to many field activity users and that they

diminish both the efficiency and effectiveness of the ser-

vices provided by NAFAS. In the opinion of the author, the

following improvements should be technically and economically

evaluated as possible short term and long term solutions to

the more timely delivery of accounting information to field

activities:

1. Short term improvements:

* a. For overseas activities, end of the month account-

ing reports should be transmitted via radio teletype message.

If need be, an abbreviated format should be used.
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b. For activities located in the continental United

States, use of express mail deliveries should be evaluated.

2. Long term improvements:

a. All MWR field activities should be linked to

NAFAS through some form of modern teleprocessing. For cver-

seas activities, the use of satellite links should be

investigated.

In the opinion of the author, the substitution of distribu-

tive teleprocessing for postal deliveries warrants serious

evaluation. Under such a system, each field activity would

be provided with a remote, interactive computer terminal and

printer for the purpose of inputting accounting source data

directly into NAFAS on a "real-time" basis and receiving back

a variety of financial management information and accounting

S reports could be electronically transmitted to each field

activity on request. An arrangement such as this could be

made to fully service the immediate accounting needs of field

activity managers while eliminating the requirement to manually

process and mail thousands of accounting source documents and

reports on an annual basis. It is common knowledge that, over

the past ten years, the costs of computer technology have

dramatically declined through commercial competition. In the

opinion of the author, now is the time to begin evaluating

state-of-the-art teleprocessing systems in terms of their

current and projected costs and potential benefits to the

centralized NAF accounting system. In so doing, all costs
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*that would be eliminated by teleprocessing should be factored

* into such an analysis. As a minimum, these would include

current costs of paper, envelopes, and the salaries of NAFAS

personnel that would no longer be required (e.g., clerks, key-

punch operators, etc.).

2. The second major conclusion of this study is that, in

one form or another, duplicate accounting and financial report-

ing are "fact-of-life occurrences" at most field activities.

In proclaiming the various accomplishments of the centralized

*i accounting system, senior NAF officials should keep this in

mind. Conversely, the increased administrative burdens that

duplicate accounting and reporting have actually placed on

field activity managers do not appear to be as dramatic or

.cumbersome as the author was initially led to believe by

fellow students of the Naval Postgraduate School.

As discussed in previous sections of this study, require-

ments for duplicate accounting tend to be disproportionately

blamed on the delayed receipt of NAFAS accounting reports

following the end of each accounting period. In many instances,

local management preferences and needs play an equally impor-

tant or even greater role in the generation of duplicate ac-

counting information. Again, the author's recommended

solution to this problem is to install "real time," distribu-

tive teleprocessing at each MWR field activity to enable

managers to input into and draw upon a single set of accounting

source data and to further enable them to call up their own,

self-structured accounting reports as frequently as they desire.
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3. The third major conclusion of this study is that

fellow students of the Naval Postgraduate School were incor-

rect in alleging that delays in the receipt of monthly finan-

*; cial statements from NAFAS cause field activity managers to

derive little or no practical value from them. Although the

overall efficiency and effectiveness of NAFAS products and

services are diminished by mailing delays, a decided majority

of field activity managers agree that a substantial amount of

valuable, supplementary financial management information is

still obtainable from the monthly financial statements.

Specifically, NAFAS accounting reports provide managers with

an excellent tool for verifying locally developed accounting

information, gaining additional insights into the problems

of their activities, and are useful in the planning of future

budgets.

4. The fourth major conclusion of this study is that

there is substantial room for improvement in the trainj on

support and technical documentation that are currently being

made available to field activity managers. To improve this

situation, it is strongly recommended that all publications,

instructions, notices, and memoranda that now govern the

financial management and accounting of Navy morale, welfare,

and recreation activities be concurrently reviewed and updated

by NAFAS, NSSAA, and the Office of the Navy Comptroller (NAV-

COMPT) to:

a. Ensure consistency of terms and definitions.
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b. Eliminate as many unnecessary documents as pos-

sible through consolidation.

c. Ensure that current policies and procedures are

accurately and understandably set forth in writing. Wherever

possible, visual aids such as diagrams and flow charts should

be used to clearly illustrate organizational responsibilities

and accounting procedures.

d. Explain the mission and purpose of the Navy's NAF

flow process, including the sources and uses of Non-appropria-

:* ted funds, the organization and mission of NAFAS and NMPC-65,

*and the philosophy behind and dollar benefits derived from

centralized accounting, banking, and payroll systems. To

this end, an expanded version of Chapter II of this study

would provide an excellent tutorial for field activity man-

agers who are relatively new in their jobs.

As discussed in Chapter III, senior NAF officials are

already aware of the need to pursue the above recommendations.

As of this writing, the Navy's accounting handbook, Non-

appropriated Fund Accounting Procedures (NAVSO P-3520), is

in the process of being revised and newly developed, self

paced training courses are being prepared and distributed by

the Navy Special Services Administrative Activity (NSSAA).

5. The fifth major conclusion of this study is that the

Comparative Analysis Section of the MCAS Operations Statement

should be discarded and replaced with a reporting measure

that more MCAS managers would be willing to use and support.
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In their narrative responses, a few survey participants sug-

gested that a more credible approach to measuring the perform-

ance of MCAS activities would be to compare the actual perform-

ance of each activity during the accounting period with its

approved budget for the same period. The theory behind this

approach is that each activity's approved budget is essentially

an approved operating standard that properly accounts for en-

vironmental differences between activities such as size,

location, competition, and other variables. The author con-

curs with the underlying philosophy and credibility of this

approach and recommends that it be used.

6. Despite contrary allegations by students of the Naval

Postgraduate School, the sixth major conclusion of this study

is that the implementation of centralized accounting, banking,

and payroll systems has reduced workloading for a majority of

field activities and has reduced the total number of accounting

and bookkeeping personnel that are required to support field

activity operations as a whole. Although actual personnel

reductions have been concentrated in a small number of

activities (less than twenty percent of those surveyed) and

therefore have not been visible to most field activity man-

agers, substantial manhour savings have nevertheless been

achieved. Based on the narrative and pro forma responses of

most field activity managers, workloading and personnel

reductions that have been claimed by senior NAF officials

appear to be justified.
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7. The seventh major conclusion of this study is that,

despite the impressive profits that are being generated

through the use of centralized/concentration banking procedures,

further administrative and financial improvements should be

undertaken. While senior NAF officials claim that current

banking procedures have added a much needed cash control ele-

ment to the NAF flow process, many field activity managers

believe that the current system is administratively inefficient.

As demonstrated in their narrative survey responses, current

check clearing and stop payment procedures are considered by

many managers to be untimely, an unnecessary usurpation of

local authority, and tend to offset any advantages that are

achieved by not having to reconcile their own local bank

* accounts. In the opinion of the author, NAFAS should investi-

gate these problems and identify potential solutions for them.

In this regard, the author believes that current procedures

for administering the central bank system may be overly

centralized relative to that which is actually required to

achieve an effective cash control element within the NAF flow

process. As a minimum, it is recommended that consideration

be given to authorizing field activity managers to initiate

stop payment and check replacement procedures without the

prior approval of NAFAS.

As discussed in the author's significant findings, poten-

tially larger earnings on field activity profits are believed

to be attainable through a more rapid transfer of cash from
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local banks into the central bank. Therefore, it is strongly

recommended that NAFAS investigate alternative cash transfer

methods whereby local bank deposits are automatically trans-

ferred into the central bank on the day of deposit or no later

than the day following deposit. In the opinion of the author,

prospects for the implementation of a more rapid cash transfer

system should be jointly reviewed with prospects for implement-

ing "real-time," teleprocessing methods for accounting. There

is little doubt that their combined implementation would

greatly enhance both the efficiency and effectiveness of the

current accounting and banking systems. Whether or not they

are affordable is yet another matter.

8. The eighth major finding of this study is that diffi-

culties in correcting administrative errors are a problem with

all three centralized systems (e.g., accounting, banking,

payroll). In the opinion of the author, there is no singular

or simple solution to solving this problem other than to sug-

gest that NAFAS be consciously aware that the problem exists

and to investigate complaints associated with each system on

a case by case basis to determine what, if anything, can be

done to more rapidly correct errors that have occurred.

9. The ninth major conclusion of this study is that,

despite the individual and collective grievances that field

activity managers have for the centralized accounting, banking,

and payroll services that are provided by NAFAS, a majority of

them believe that these services provide increased management
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flexibility in their day to day operations. This conclusion

substantiates similar previous claims by senior NAF officials.

10. The tenth and final conclusion of this study is that

currently existing accounting, banking, and payroll procedures

are preferable to the decentralized methods that preceded

them. This view is unanimously supported by senior NAF offi-

cials and endorsed by a decided majority of field activity

managers. From a headquarters standpoint, current accounting,

banking, and payroll systems provide for standardized, manage-

able procedures that ensure systematic control over the collec-

tion, investment, and balanced redistribution of increased

NAF resources for the betterment of Navy MWR programs as a

whole. Despite the individual grievances that many managers

have for these systems, a majority believe that their basic

financial management needs are being adequately serviced and

that continuing with the present systems is preferable to an

increase in local overhead and personnel costs that would

likely occur in the event of a return to decentralized account-

ing, banking, and payroll procedures.

As stated in the author's significant findings, most

managers who favor a return to decentralized systems do so

because of their basic, philosophical disagreement over the

centralized pooling of interest income on field activity

profits. In so doinq, their primary grievances with central-

ized accounting, banking, and payroll systems are not attribut-

able to specific shortcomings in the current products and
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services that are provided by NAFAS. Instead, their frustra-

tions are primarily directed toward Navy MWR policies as a

whole. In Section F of Chapter II, the author previewed the

need to segregate NAFAS-related problems from the grievances

that field activity managers might share for Navy-wide MWR

policies in general. Although included as a significant find-

ing in this study, it should be pointed out that senior NAF

officials are already well aware of the dissatisfaction that

some field activity managers have for the centralized pooling

of interest income and that the setting of this policy was

not originated by NAFAS. As previously described, this policy

was originated at the highest levels of the Navy in an attempt

to preserve current MWR services for Navy members while making

* them less dependent on federally appropriated funds.

C. CONCLUDING REMARKS

Previously discussed findings, conclusions, and recommenda-

tions are believed by the author to have substantial, individ-

ual significance. However, their collective meaning is of

equal or greater importance to this study. In the opinion of

the author, the combined impact of previously stated findings

and conclusions gives rise to the following broader

conclusions:

1. The accounting, banking, and payroll systems that are

operated or sponsored by NAFAS are far from perfect. However,

these systems and the procedures that govern them have
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collectively contributed to substantial improvements in the

Navy's NAF flow process in terms of increased revenues, man-

hour savings, standardization, and increased discipline in

the overall management of the Navy's NAF resources. From a

system-wide point of view, nearly all of the positive claims

that have been made by senior NAF officials regarding the

performance of these systems appear to be tr~e, especially

when indexed against the decentralized management and invest-

ment methods that preceded them.

2. Environmental differences between various MWR field

activities are extremely important and should never be under-

estimated by senior NAF officials.

3. Within the resources that it commands, NAFAS has done

a reasonably good job in delivering the most timely, accurate,

and useful accounting, banking, and payroll information that

it can to field activity subscribers. However, the following

improvements are believed to be attainable with existing or

slightly greater resources:

a. Increased sensitivity to field activity problems

.4 through the development of a formal feedback mechanism (e.g.,

simple reporting system) with which to monitor them.

b. A reformatting of MCAS reports to provide a more

credible and useable financial-management tool- to field activ-

ity subscribers.

c. Continued efforts to improve, then monitor the

training support and technical documentation that are provided
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to field activities. Although much of this responsibility

rests with NAVCOMPT and NSSAA, NAFAS is also a participant in

this process.

d. Improved communications with overseas activities,

beginning with teletype communications as the first logical

alternative to current reliance on overseas mail deliveries.

e. Improved cash transfer methods between local banks

and the First National Bank of St. Louis.

f. A revised banking strategy that eliminates or

reduces field activity frustrations with stop payment and

cancelled check procedures. As a minimum, these problems

deserve a closer look.

4. In the absence of major, system-wide hardware con-

* figuration changes, quantum improvements in the efficiency

of the accounting and banking services that are currently

provided by NAFAS should not be anticipated.

In concluding this study, it should be reemphasized that

the frequently disparate views of senior NAF officials and

field activity managers concerning the efficiency and effec-

tiveness of centralized NAF systems are largely the product

of their differing responsibilities and priorities within the

Navy's NAF flow process. Each group has its own expectations

and different methods for measuring the relative success or

failure of these systems. On the one hand, senior NAF offi-

cials are driven to viewing the Navy's centralized accounting,

banking, and payroll systems in collective terms by directing
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their primary focus of attention and efforts toward the

management, control, and generation of system-wide NAF

resources. The provision of timely and accurate accounting

and banking information to field activity managers is, in

reality, a subsidiary goal or by-product of the larger goal

to generate, invest, and redistribute these resources. As

such, it must be accomplished with minimum expense so that

the overall profitability goals of these systems will not be

dampened. From the field activity perspective, the system-

wide performance of the centralized accounting, banking, and

payroll systems is understandably subordinate to the more

immediate and pressing concerns for financial survivability

and what these systems can do in solving local, financial

management problems. Because of this, and the fact that field

activities collectively devote much of their time to support-

ing these systems, it is not surprising that they place a

high premium on the timely delivery of monthly financial

statements from NAFAS and view this as the primary reason

for the existence of NAFAS.

4In all probability, it is unlikely that dramatic improve-

ments in the efficiency of the Navy's centralized NAF systems

can be achieved in the absence of significant start-up costs.

4However, this likelihood should not lead senior NAF officials

to the predetermined conclusion that alternatives to presently

installed systems are not worth investigating. In the opinion

of the author, an analysis of available alternatives to
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currently installed systems should be the first logical

follow-on to this study and should include the prospects for

incremental, time-phased improvements as well as wholesale

changes.

Whether or not dramatic improvements in centralized NAF

systems are economically attainable must logically be deter-

*mined from objective, cost-benefit analysis. In suggesting

such an analysis, the author has by no means intended to imply

that immediate changes of any kind will be the automatic

outcome. However, it is firmly believed that properly con-

ducted analysis would at least serve the purpose of forcing

senior NAF officials to objectively evaluate the financial

tradeoff between costs and increased efficiency, and to for-

mally determine where their own priorities lie with respect

to providing improved accounting and banking services to MWR

field activities. Having done this, the results of such an

analysis should be formally communicated to field activity

managers, informing them of prospective improvements or

educating them in the economic realities that preclude such

improvements. In the opinion of the author, this approach

would not only enable senior NAF officials to formally express

an interest in field activity problems but would also lend

itself to further educating field activity managers in the

mission, objectives, and competing priorities within NAFAS

and the underpinnings of the Navy's NAF flow process as a

whole.
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APPENDIX A

IMPORTANT DEFINITIONS ASSOCIATED WITH NAVY
MORALE, WELFARE, AND RECREATION PROGRAMS

1. Morale, Welfare, and Recreation (MWR) Activities. Those
activities located on military installations or on prop-
erty controlled (by lease or other means) by a Military
Department or furnished by a DOD Contractor, which provide
for the comfort, pleasure, contentment, and mental and
physical improvement of authorized DOD personnel in terms
of providing recreational and free-time programs, self-
development programs, resale merchandise and services, or
general welfare. MWR activities may be funded wholly
with appropriated funds, primarily with non-appropriated
funds, or with any combination of appropriated and non-
appropriated funds. (Department of Defense Directive
1330.2 of 17 March 1978)

2. Morale, Welfare, and Recreation (MWR) Programs. Mission
support actions, purposely designed for the comfort,
pleasure, contentment, and mental and physical well-being
of the service personnel, their dependents and other
authorized personnel. (Department of Defense Directive
1330.2 of 17 March 1978)

3. Sale/Resale of Merchandise and Services. Pertains to the
acquisition and resale of goods and services by MWR activ-
ities or concessionaires. Specifically excluded from this
definition are activity fees and charges. (Department of
Defense Directive 1330.2 of 17 March 1978)

4. Recreational Activities. Those activities involving all
approved forms of leisure and social functions including
both Recreation, Mess, and Club Activities. (Bureau of
Naval Personnel Instruction 1710.11 of 11 March 1974,
Navy Special Services Manual)

5. Recreation Funds. Recreation funds are nonappropriated
funds which are created to provide support for recrea-
tion programs and services. (Bureau of Naval Personnel
Instruction 1710.11 of 11 March 1974, Navy Special
Services Manual)

6. Special Services Programs. Special Services Program is
the term currently used in the Navy to identify the
program originally called "Welfare and Recreation." It
refers to the Recreation Program of the Navy. (Bureau of

7_ Naval Personnel Instruction 1710.11 of 11 March 1974,
Navy Special Services Manual)
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7. Recreation Activities. Recreation activities are the
elements in the recreation program such as bowling, golf,
tennis, swimming, crafts, music, fishing, etc. (Bureau of
Naval Personnel Instruction 1710.11 of 11 March 1974,
Navy Special Services Manual)

8. Nonappropriated Fund Instrumentality (NAFI). An integral
DOD organizational entity which performs a Government
function. It acts in its own name to provide or assist
other DOD organizations in providing morale, welfare, and
recreational programs for military personnel and authorized
civilians. It is established and maintained individually
or jointly by the heads of the DOD Components. As a fiscal
entity, it maintains custody of and control over its non-
appropriated funds. It is also responsible for the
exercise of reasonable care to prudently administer, safe-
guard, preserve, and maintain those appropriated fund
resources made available to carry out its function. With

- its nonappropriated funds, it contributes to the morale,
welfare, and recreational programs of other authorized
organzizational entities when so authorized. It is not
incorporated under the laws of any State or the District
of Columbia and it enjoys the legal status of an instru-
mentality of the United States. (Department of Defense
Directive 1330.2 of 17 March 1978)

9. "MWR Field" Activities or "Field" Activities. Although
"nowhere defined in formal doctrine, these terms are

typically used to describe all operational units or activ-
ities which are subordinate and external to headquarters
level operations. For the purposes of this study, the

- ,' term "MWR field activities" shall refer to all Non-
appropriated Fund Instrumentalities (NAFI'S) currently
participating in the centralized accounting, banking, and
payroll systems coordinated by the Nonappropriated Fund
Accounting System Section (NAFAS).

10. Recreation Fund Activities. This term has been developed
by the author and, for the purpose of this study, refers
to the management entity within a Navy Command which is
responsible for the administration, accounting and finan-
cial management of the local command recreation fund.
The reason for originating this descriptive title is
cited in the text of this story. (See Chapter II,
Section B)
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APPENDIX B

CATEGORIES OF MORALE, WELFARE, AND RECREATION ACTIVITIES AND
SUPPORTING NAFIs
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APPENDIX D

NAFAS COST PERFORMANCE

~LL

I "o cOC

co 0010 WN P-4
LL C"I cm r%% r-4

J-4 1 4^

U- C" LO r* LA-

U.I o w 0-

;001f% Ln co c l
>-P .I LA 00 O LA

CDL ~00I.

to 4= co c". Go
_ _ =

I-

C, I Ul nc =c

U--

L.L U-* L cn
;; ** U r

- - --

C, U

j CD -c0 U-

.4 I. LU I-D

353- I



APPENDIX E

EXAMPLES OF JOB-i COMPUTER REPORTS
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APPENDIX F

NAFAS PROFIT, INCOME, AND CASH STATISTICS
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RECREATION PROFIT? tNCMC AND CASH STATIZSTICS

1977 1973 1979

.500.

11.0 0

0100 c 4317 I7 4 0 0 j7i
9.50. 0 1 ----

.4~~~900 0071 1fC~0 0ZCN

5.0000

4.0.
7,00.00 12,1.7 2072 tl3021

7.0.0

6.500.0365



APPENDIX G

NAFAS VOLUME AND INTERNAL PERFORMANCE
STATISTICS
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AVERAGE DAILY CASH REPORTS - CAS/RCAS

N.Y-al
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600

0
3 01

ICS 33 32 10 3 3

49

4368

44



CASH R2CEZP'T DOCUMNTS
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APPENDIX H
' • '- MISCELLANEOUS "TOUCH-PAY" PAYROLL ACCOUNTING REPORTS
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APPENDIX I

SENIORITY AND EXPERIENCE LEVELS OF SURVEY PARTICIPANTS

NAVY RAN K MCAS RCAS TOTAL

E-7 " " "-. "-."* " "o -" 9 2 11
3-8 ......... *.*............. 8 2 10
E-9 ...................... 2 3 4

0-1 ......... e.....se 0 ee 3 1 4
0-2 .......... ............. 1 2 3
0-3 ..... **......... ....oo 1 1 20-4 ....................... 538
0-4 oo~oo~o o ooooo~oeoo~oos

TOTALS ....... 0.....•......0 41 17 58

CIVILIAN GOVE=,ENT SERVICE (GS) AD NONAPPROPRIATED
FUND E',IPLOYEES (UA)

GS/US LEVELS MCAS RCAS TOTAL

5 ........................ 4 0 4
6 ..................... e. 6 0 6
7 *ooooo*@gssoeee* 9 1 10
8 ........................ 1 0 1
9 0.................. ..... 19 12 31

10 *.*****0 0 0 & 0 0 0 0 .0 0 3 5 8
11 es........*o. o.**oO: 23 18 41
12 *..*.*...***.*..*.**** 16 15 31
13 o.o . ....... ........ .. 7 8 15
14 .....................** 2 2 4

TOTALS .... .... * . .. .... * . 90 61 151

FOREIGN CIVIL SERVANT ...o............ ....*........ 5

TOTAL NAVY, GS/US, AND FOREIGN CIVIL SERVANTS .... 214

384



B XPSRIE2-,'CE LEVELS OF SURVEY PDARTICIPAXTS

I4CAS ACTIVITIES

YEARS SERVED AT FIELD ACTIVITY NIMhBER

1es tha 2. .. . . . . . . . .............. 55
3 -599................. 26
6 -9.9 .................. 17
10 or more years ..... e..e.... 20

RCAS ACTIVITIES

YE4ARS SERVED AT FIELD ACTIVITY NUM4ER

Less than 1 ...............................0 5
1- 2.9 ................................... 26
3 -59 . ... .. o. .e.. . .. .. . .. . . .. .. .... 16"

10 or more years ................. 15

ALL ACTIVITIES

YEARS SERVED AT FIELD ACTIVITY U'3R

Less than 1 *..................... 24

3 - 5.9 *................ 42
6 - 9.9 o*o******* ********** e*o*****... 31
10 or more years ............. o... o......... 35
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