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To get full measure from the resources available
to us, we must have all the necessary management
information. We must have financial systems that
illuminate every level and stage of decision-making:
from the first level supervisor to the President and
the Congress, from the long-range forecast to the
critical post-audit. Nothing less will let us go
forward with programs that provide the rvost benefit
for the taxpayer's dollar. 1

-- Richard 14. Nixon
August 12, 1969

Chapter 1

INTRODUCTION

Problem Definition

in the past few years, leading authorities in

financial management systems have expressed increasing con-

cern over the effective and afficient management of

resources within the Department of Defense (DOD). Robert X.

Anthony made the following comment in a recent address:

The difficulty of defining objectives, of deciding
on the resources required to reach objectives, and of
measir'ing the efficiency and effectiveness with which
the organizations perform to noet objectives is, I
believe, the most serioqs management problem in a
nonprofit organization.-

President, 1969- (Nixon).. Memorandum for
the Heads of Departments and Agencies (Washington: Govern-
ment Printing Office, 1969), p. 1.

2Robert N. Anthony, "Can Nonprofit Organizations Be
Well Managed?" speech delivered as Distinguished Men of
Management Lecture, Boston University, February 18, 1971.

1
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The DOD has developed various resource management

systems which are oriented to the needs of management at all

levels and, at the same time, which provide information

required by the Congress, Bureau of the Budget, Treasury

Department, and other government agencies.I In particular,

the Priority Management Efforts System (PRIME) has estab-

lished a reporting structure to aid operating managers in

the utilization of resources available to them in accom-

plishing their mission objectives at the lowest overall cost

to the taxpayer. The essential problem to be considered is

the determination of whether or not the management reports

currently utilized at Air Force wing/base level are adequate

for efficient and effective resource utilization.

Background

Foundations of Resource Management Systems

The development of resource management systems is

actually a continuation of efforts begun in 1949. Founda-

tions for the Defense Department's financial management

systems were laid by amendments to the National Security Act

of 1947 and by the Budget and Accounting Procedures Act of

1950, growing out of the first Hoover Commission recom-

mendations. In addition to establishing the Comptroller of

Defense, the National Security Act Amendment of 1949

authorized performance budgeting throughout the DOD. The

IU.S. Department of Defense, Resource Manegenment
Systems of the Department of Defense, DOD Instruction 7000.1
(Washington: Government Printing Office, 1966), p. 4.



4. 3

Budget and Accounting Procedures Act of 1950 enabled the

Appropriations Committees to realign the DOD appropriations

structure from over one hundred accounts into a streamlined

structure of approximately forty accounts grouped into five

major categories. 1

The second Hoover Commission made a further examina-

tion of DOD management practices in 1955 and found that the

system in use placed emphasis upon the ability of organi-

zational units to expend no more than predetermined ceilings.

The Commission further noted that the ability to live within

such ceilings was no real gauge of performance and that

accounting systems which disclose all costs were essential

to effective management. Some of the recommendations of the

Commission' were subsequently enacted in .1956 as Public

Law 863.2 This act contained three sections pertinent to

federal government financial management. First, it required

that appropriation requests be developed from cost-based

budgets. Second, the act specified support of budget

justifications by information on performance and program

costs by organizational unit. Third, the act called for the

maintenance of accounts on an accrual basis to show

resources, liabilities, and costs of operations of each

'U.. epartment of Defense, Office of the Assist':.It
Secretary of Defense (Comptroller), A Primer on Project
PRIME (Washington: Government PrintiNg 0Iice 1966), p. 2.

2U.S. Department of Defense, A Primer on Project

PRYI_, pp. 2-3.



agency to aid in the preparation of cost-based budgets.

During this same period, Wilfred J. McNeil, the

first comptroller of the DOD, developed what he called a

"Performance Type Budget" which provided a basis for most

of the concepts that are applied today. Much of the develop-

ment and implementation of resource management systems can

be attributed to the task begun by 11. McNeil. 2

In 1961, under Secretary of Defense Robert S.

McNamara's direction, Assistant Secretary of Defense

(Comptroller) Charles J. Hitch implemented the Planning-

Progranming-Budgeting System. The ba3ic concept of the

programming system was to integrate the multi-year planning

system and the one year budget system then in use. This

was accomplished initially by analyzing.the military plans

for the next eight years, performing a rough cost estimate,

analyzing again and then deciding which forces could be

eliminated from the plan. The first £five years of the

resulting plan were then subjected to a detailed costing

exercise resulting in the development of the first five

year plan, which served as the basis for subsequent decisions

and modifications. 3 These changes helped the DOD make major

1 Chauncey H. Dean, Jr., Defense Financial Management
(Unpublished preliminary textbook, School of Systems and
Logistics, Air Force Institute of Technology, Wright-
Patterson Air Force Base, Ohio, 1970), p. 10-8.

2 U.S. Department of Defense, A Primer on Project
PRIME, p. 3.

3 Calvin R. Nelson, "The Plan-ing-Programming-
Budgeting System - Updated," Speech delivered before the
Senior Service School, Financial Ianagement Symposium,
July 8, 1969.



strides forward in the systematic identification of ob-

jectives and determination of resoarces required, but they

did not directly affect the operating management of re-

sources. This, now, is the task of resource management

systems.

Resource Management Systems in the DOD

Resource management systems include "all procedures

for collecting and processing recurring quantitative infor-

mation that (1) relates to resources and (2) is for the use

of management." Resources as mentioned here include men,

materials, services, and money. All non-systems such as

one-time collections of data, submission of test reports,

and exchange of correspondence are excluded from this

definition.

DOD resource management systems include the follow-

ing: I

1. Programming and budgeting systems.

2. Systems for management of resources for

operating activities.

3. Systems for management of inventory and similar

assets.

4. Systems for management of acquisition, use, and

disposition of assets. 2

'.S. Department of Defense, Resource Management
Systems of the Department of Defense, pp. i-2.

2 lbid., p. 2.
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The primary objectives of the DOD resource manage-

rient systems are:

1. To provide managers at all levels within the

DOD with inforroation that will help them assure that re-

sources are obtained and used effectively and efficiently in

the accomplishment of DOD objectives.

2. To provide information that is useful in the

formation of objectives and plans.

3. To provide data to support program proposals

and requests for funds.

4. To provide a means of assuring that statutes,

agreements with Congressional committees, and other

requirements emanating from outside the DOD relating to

resources are complied with. 1

DOD Directive 7000.1 further states that systems

for management of resources of operating activities will:

1. Focus on outputs and resources used, i.e.,

expenses.

2. Focus on managers who are responsible for

effective and efficient use of resources.

3. Focus on actual performance in relation to

planned performance.

4. Use expense operating budgets and accounting as

a primary aid in management control at each organizational

level.

l'bid., pp. 2-3.
2 Ibid., P. 3.
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ProectPRIME

When Robert N. Anthony was appointed Assistarst

Secretary of Defense in 1965, his task was to make major

changes in p]romgraning, budgeting, and accounting systems

so that these systems would be more useful to managers at

all organizational levels. This portion of the Resource

Management Systems effort was named Project PRIME.l'2

During this same time, a memorandum from President Johnson

urged all departments and agencies to accelerate the pace of

the Joint Financial Improvement program. The memorandum

specifically requested each agency to:

1. Assure that financial reports and cost data
provided adequate support for the planning-programming-
budgeting system.

2. See that the agency's managers are given the
basic tools they need - responsibility centered cost
based operating budgets and financial reports - for3
setting and achieving maximum cost reduction goals.'

Shortly thereafter, Robert S. McNamtra issued the following

instructions to the military departments and other defense

agencies:

Management reports will be structured in terms
of organizational responsibility and will relate

'U.S. Department of Defense, A Primer on Project
PRIME, p. 4.

2 According to Professor Chauncey H. Dean, the
acronym "PRIME" has been dropped from general usage because
its overexposure in the early stages of implementation
negatively affected acceptance of the program by Air Force
managers.

3 U.S. Department of Defense, Office of the Assistant
Secretary of Defense (Comptroller), Resource Management
Systems: Project PRI14E (Washington: Goveoimoent Printing

.ice, i67), 3.
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actual performance to planned performance and actual
expenses to planned expenses. 1

Project PRI14E and the other management changes that

have been made within the DOD in the last two decades have

been evolutionary and pragmatic. The nature of defense

activities has required innovation and change in the manage-

ment environment to keep pace with technological advances,

changing strategic considerations, and national policy.2 In

recognition of the dynamic defense environment, Project PRIME

had the following primary objectives:

1. Integrate progra~ming, budgeting, and accounting

through uniform account classifications.

2. Include in a single integrated financial system

all the costs each organization incurs in accomplishing its

mission.

3. Provide an historical basis for estimating the

costs of future programs.

4. Relate inputs, or costs, to the outputs, or

benefits, of each organizational unit. 3

I1U.S. Department of Defense, Office of the Secretary
of Defense, Memorandum for the Secretaries of the Military
Departments, Chairman of the joint Ghiefs of Staff, 7_ ector
.or.Delene Research and Enaineering, Assistant -Secre-ar!es
of Defense, Assistants to the Secretary of Defense, and
Directors of the Defense Agencies (Washington: Government
Printing Office, 1966), June 13, 1966.

2 U.S. Department of Defense, A Primer on Project

PRIME, p. 1.

3 Conrad P. Peterson, "Project PRIME Update," speech
delivered before the Senior Service School Financial
Management Synnposium, July 8, 1961.
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Project PRIME concentrated on operating resources,

as contrasted with investment resources. Furthermore, it

was concerned with resources that were financed under the

Operations and Naintenance end Military Personnel appro-

priations. The focus of PRIME was on expenses, that is,

on the resources consumed by organizational units in carrying

out their mission. For many years, the programming system

had attempted to show expenses by program element, but the

budgeting and accounting systems had not. Numerous problems

in the rahagement of DOD resources resulted because of the

non-compatibility of these sys'Vems. Wrhere functional

managers in the conventional budgeting and accounting systems

were charged with only 15% to 20% of the resources actually

used, the long-range goal under PRIME was to charge an

organizational unit with 100% of the measurable expenses

that it incurred.
2

Project PRI.IE was intended to help the operating

managers who actually got the job done and who ultimately

decided how resources were to be used. The system was also

designed to increase the manager's flexibility in deciding

what resources to use, Furthermore, the system meant to,

encourage managers to think about such things as the best

balance between military personnel, civilian personnel,

'obert N. Anthony, "The What and Why of Project
PRIME," speech delivered in the Defense Management Systems
Course, Naval Post-Graduate School, Monterey, California,
August 5, 1966.

2bid.
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or the optimum degree of mechanization that could be in-

corporated in his organization. Finally, Project PRIME

hoped to motivate managers to be more concerned about the

effective and efficient use of resources.-

Perhaps the single most important concept developed

under PRIME was the matching of the output produced by an

activity with the costs incurred (or resources used) in

producing that output. The matching of revenues and ex.-

penses in industry has for years been meaningful as a per-

formance measurement because revenue is the benefit sought

in the incurrence of expenses by a business enterprise.

However, standards that are useful in describing and

measuring government activity must take on a different form. 2

In the DOD, output measures are currently being developed,

tested, and implemented to allow performance evaluabion of

operating activities.

The significance of this development lies in the

fact that operating managers will be able to relate efforts

to accomplishments. Specifically, a reporting system that

incorporates stabilized and validated output measures permits

the manager to:

1. Accumulate costs and performance data over a

Steven Lazarus, "Planning-Programming-Budgeting
Systems and Project PRIME," Defense Industry Bulletin, Vol.
3, No. 1 (January, 1967), p. 31.

2 Lennis M. Knighton, "Performance Evaluation and
the Matching Concept i;. Government Accounting," The Federal
Accountant, Vol. 18, No. 3 (Septcmber, 1969), pp_. 95--d

K



period of time for trend analVsis.

2. Demonstrate improvements in production with

consistent relationships to costs.

3. State precisely what additional resources would

be needed to produce a specific change in output. 1

Various reporting systems have evolved and are in

use within the DOD in order to accomplish The objectives of

resource management systems and to otherwise assist managers

in the effective and eff".cient use of resources. This

research effort has been directed toward an evaluation of

one particular management reporting system within this

environment.

The Importance of the Study

This study was primarily intended to help operating

managers gain a better understanding of the background,

characteristics, and usefulness of the wing/base level re-

source management reports that have resulted from Project

PRIME. Many managers tend to look upon financial management

as just another "thorn in the side," interfering with their

day-to-day operating responsibilities. However, the com-

peting needs for our limited resources make it esisential

that we use them as wisely as possible. Today's operating

managers rust recognize the value of and know how to use the

management reports that are part of the present financial

MVgncent J. Klaus, "Budgeting by Output)," Defense
M~anaigement Joux-nal, Vol. 5p No. 2 (Spring, 1969), ýpp.42-L.3.
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management systems. Some serious objections have been

raised to the new financial management systems concerning a

possible conflict between cost-cutting and military respon-

sibilities. W.hereas an operating manager's first priority

has remained that of carrying out his assigned mission, he

can no longer avoid his responsibilities to employ available

resources as effectively and efficiently as possible. A

defense manager must be able to make the same kinds of

informed, cost-effective decisions that any private business-

man does. It- appears that in the defense environment

managers could shave costs in many instances just by knowing

what they are, with no compromise whatsoever to mission
objectives. 2

Scope of the Thesis'

This study is concerned solely with the management

reports that are currently utilized at Air Force -ing/base

level as a result of Project PRII4E. Figure 1 illustrates

the wing/base level manager's position within the Air Force

organizational structure. Each wing/base is composed of

responsibility centers and cost centers. A responsibility

center is "an organizational unit engaged in the performance

'Elmer B. Staats, "Potentials for Management
Improvement," Defense Management Journal, Vol. 6, No. 4
(February, 197-1)73P. 7. ____________

2 "PRIME is Well Underway," Armed Forces Management,

Vol. 15, No. 1 (October, 1969), p. 101.
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of a single function or group of closely related functions

having a single head accountable for activities of a unit. 1

A cost center is the finest subdivision of any organizational

grouping.2 Cost centers are subordinate to responsibility

centers and are used to identify and accuumulate cost data. 3

For example, the Field Maintenance Squadron would represent

a responsibility center, and the squadron' s Engine Shop and

Aerospace Ground Equipment Branch would be two of its cost

centers.

The research effort focused on an evaluation of the

adequacy of the wing/base level management reports. For the

purposes of this thesis, the following definitions apply:

adequacy means how well the repowts assist managers in the

effective and efficient use of resources in accomplishing

mission objectives; a manager is a person who is responsible

for carrying out a mission or function and who, in doing so,

makes decisions that have significant effect on the resources

used; effectiveness in the use of resources means that the

actual performance of an activity has met with the planned

performance; and efficiency in the use of resources means

that the output produced by an activity can be related to the

iGordon Shillinglaw°, Cost Accounting: Analysis and
Control (Homewood: Richard D. Irwin, Inc., 1961), p. 37.

21bid.

3 james I. Chatman and Richard E. Ford, "Elements of
Performance Control and Fund Control Financial Management
Systems Compared to Elements of Project PRIME" (Master's
Thesis, School of Systems and Logistics, 1966), p. 125.
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resources consumed in production of that output.I Efficiency

further implies that, given the situation and environment

of the operating activity, the wisest possible use of the

resources was made.

The wing/base level management reports to be

evaluated may be broken down into two categories: Management

Reports from the Accounting System for Operations and

Materiel Expense Management Reports. The wing/base level

Management Reports from the Accounting Syst6m for Operations

include the following:

1. Cost Center Report

2. Responsibility Center Report

3. Wing/Base Management Report

A fourth base level report, the Program Element Report, was

not included in the analysis since it is used primarily by

base brVlget personnel in the budget administration process. 2

Along with the management reports listed above,

operating managers receive the following Materiel Expense

Management Reporte:

1. Project Funds Management Record/Organization

Cost Center Record (PFMR/OCCR) Status Report and Recon-

ciliation.

2. Project Funds Management Record Report

3. Daily Document .Register

. U.S. Department of Defense, A Primer on Project;

6 PRIME, pp. i0, 14.

2U.S. Department of the Air Force, Resource Manager's
Handbook, Air Force Manual 178-6 (Washington: Governmnt
Printing Office, 1969), March 31, 1969, p. 4-1.
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4.. Stock Fund Sales and Returns Analysis

5. Organization Cost Center Due-Out List

6. Organization Cost Center Record List 1

This thesis was concerned with an evaluation of the

above nine reports. Together, these reports comprise the

wing/base level resource management reporting system for

managers with the Air Force. These nine reports will be

referred to as the "Wing/Base Level Reporting System'' 2

throughout the remainder of this thesis.

Objectives and Hypothesis

The objectives of this research effort were to:

1. Define the fundamental characteristics that

should be found in r.anagement reports that aid functional

managers in the effective and efficient utilization of

resources.

2. Describe the management reports that are cur-

rently utilized at wing/base level of the Air Force as a

result of Project PRIME.

3. Evaluate through comparison the characteristics

of the management reports resulting from Project PRIME with

1U.S. Department of the Air Force, Test and Evalu..
ation of Revised Resource Management System (TTRRMS), Air
Force Manual 176-X (Test), (Washington: Government Printing
Office, 197.1), August 31, 1971 (Draft), p. 4-1.

2 The management reports are not, of course, the only
components of the Wing/BasG Level Reporting System. The
system also includes people, equipment, methods, procedures,
and information. Referring to the reports in this manner is
done primarily as a matter of convenience.



17
the fundamental characteristics of management reports that

aid functional managers in the effective and efficient

utilization of resources.-

Within this framework, the following hypothesis was

tested:

The current wing/base level management reports
resulting from Project PRIME possess the fundamental
characteristics of management reports that aid
operating managers in the effective and efficient
utilization of resources.

Organization of the Thesis

Chapter 1 has briefly described the evolving

financial management systems of the DOD. Additionally, this

chapter has stated the problem, formulated the hypothesis

and objectives, and limited the scope of the study. Chapter

2 is devoted to the methodology employed in the research

effort. Chapter 3 will provide a framework for the develop-

ment of criteria by which to evaluate the adequacy of the

Wing/Base Level Reporting System by relating information to

the management process. Chapter 4 will examine the nature

and uses of management reports and will develop the criteria

appropriate for evaluating the Wing/Base Level Reporting

System. Chapter 5 will describe and analyze the current

wing/base level management reports. The Wing/Base Level

Reporting System will be evaluated in Chapter 6 by comparing

the evaluation criteria with the characteristics of the

wing/base level management reports. Chapter 7 summarizes

the study and presents the conclusions of the thesis.

r.



Chapater 2

METHODOLOGY

Research Procedure

The Wing/Base Level Reporting System was analyzed

within the general context of an evaluation of a management

information system. Information is the catalyst of manage-

ment and the ingredient that integrates the managerial

functions of planning, operating, and controlling. An

information system is a network of component parts developed

to provide a flow of information to operating managers.

The wing/base level management reports that have been

evaluated are not the only components of. a management infor-

mation system. Other components include procedures,

equipment, information, methods to compile information, and

the people who use the information. However, the management

reports are probably the most significant components to the

operating manager since they are the tangible source of

informatio°.u by which he can evaluate the effectiveness and

efficiency of his operation.

One recognized approach to evaluating a management

information system is in terms of a set of general criteria. 2

1 Joel E. Ross, Management by Information System
(Englewood Cliffs: Prentice-Hall, inc., 1970), p. 116.

2Arthur B. Toan, Using Information to Manage (New

York: The Ronald Press Co., 1968), p. 131.

18
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The general criteria used for evaluation purposes in this

thesis may be defined as the fundamental characteristics of

management reports that aid managers in the effective and

efficient utilization of resources. The essential task

accomplished, then, was the determination of these funda-

mental characteristics so that a comparison could be made

with the characteristics of the current wing/base level

management reports.

Nature and Sources of Information

The study has relied aJlmost totally on a compre-

hensive review of the literature pertaining to the areas

of management reporting and management information systems

for the development of the evaluation criteria. It should

be noted that the literature review was not limited to

strictly defense related sources. Significant emphasis was

also placed on material relating to management information

systems in the commercial sector. This emphasis can be

readily justified despite the differences that exist between

non-profit organizations and profit-oriented compani,.:. The

justification lies in the fact that both type organizations

have objectives, make decisions about the use of resources

to accomplish these objectives, and in both cases an im-

portant management function is to see to it that the organi-

zation uses these resources efficiently and effectively. 1

Anthony, "Can Nonprofit Organizations Be Well
Managed?", February 18, 1971.
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The principal sources of information from within the

governmental sector included the directives, instructions,

'memorandums, regulations, and manuals issued by the DOD and

the Air 7orce. These sources specifically dealt with

resource management systems, Project PRINE, financial

management, and management reports. Principal sources from

the private sector included the numerous texts and articles

relating to management information systems, performance

evaluation, and general financial management.

Hypothesis Testing

Based upon the criteria for evaluation developed

through the literature review, the central hypothesis of

this thesis was tested and conclusions were drawn about the

adequacy of the current Wing/Base Level Reporting System.

Seven specific criteria were formulated from the literature

review. These criteria were considered fundamental to a

management reporting system that assists managers in the

effective and efficient use of resources. Furthermore,

these criteria were considered of equal importance for

evaluation purposes. For these reasons, it was decided that

the Wing/Base Level Reporting System must either fully

satisfy or partially satisfy all the criteria in order to

accept the hypothesis. With thi s decision rule, a "partially

satisfied" rating would not result in rejection of the

hypothesis, however, it would indicate an area of weakness.

No attempt was made to determine how many criteria could be
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partially satisfied, as opposed to fully satisfied, before

the adequacy of the reporting system was substantially

diminished.

To test the hypothesis, each report in the Wing/Base

Level Reporting System was evaluated against each criterion.

In this evaluation, reports were rated "satisfied," "partially

satisfied," or "not satisfied." This approach provided for

an evaluation of each report, each category, and the system

as a whole against each criterion and across all criteria.

Failure to satisfy or partially satisfy all criteria resulted

in a not satisfied (or failure) rating for re-porte, cate-

gories, or the system as a whole.
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Chapter 3

INFORMATION SYSTEMS AND THE MANAGEMENT PROCESS

Introduction

The purpose of this chapter is to provide a frame-

work for the subsequent development of criteria by which to

evaluate the adequacy of the Wing/Base Level Reporting

System. This will be accomplished by relating information

to the management process.

Management has witnessed a virtual "information

revolution" in the past two decades. Organizations today

simply cannot operate efficiently and effectively without

the critical element of information, nor can the functions

of management be performed unless a useful flow of infor-

mation is provided to decision makers. 1 Management infor-

mation systems of various kinds have been designed and

implemented to furnish management with that information

required to carry out their organizational responsibilities.

It is appropriate, therefore, to begin with an examination

of the functions and responsibilities of management.

Functions of the Manager

The responsibilities of management can be defined

iRobert G. Murdick and Joel E. Ross, Information
Systems for Modern Management (Englewood Cliffs: Prentice-
hall, Inc., 1971), p. 1b7.

22
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in a broad sense as the guidance, leadership, and control

of a group of individuals toward a common objective. This

definition indicates a purpose but fails to show how results

are obtained. Therefore, it is necessary to define the

responsibilities of management in terms of their basic

functions. Management is "an act that is performed by man,

and that involves the functions of planning', organizing,

directing, and controlling."'2 The specific functions have

been debated and various authorities have proposed additions

and modifications to those listed above. Nevertheless,

there is general agreement among managemant scholars that

the functions do, in fact, consist of planning, organizing,

directing, and controlling.

Planning is the process of determining what should

be done in an organization. It .-,ivolves selecting the

objectives, policies, programs, and procedures for achieving

them*. Orginizing is the process of establishing an inten-

tional structure of roles through determination of the

activities required to achieve the objectives, the grouping

of these activities, and the assignment of such groups of

activities to a manager. Organization also involves a

definition of the authority relationships, both horizontal

and vertical, in the organizational structure. Directing

'Donald G. Malcolm and Alan J. Rowe (eds.),
Management Control Systems (New York: John Wiley and Sons,

S19b0), p.
2 Bartow Hodgo and Robert N. Hodgson, Management and

the Computer in Information and Control Systems (NIow York:
NcGraw-Hill Book Co., 1969), p. 7d.
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is the process of guiding and supervising subordinates.

Controlling is the process of compelling operations to con-

form to plans. It, thus, involves measuring performance

and initiating corrective action when performance deviates

from the plan. 1

Information and Management

Uses and Requirements of Information

Recent studies conducted in the United States and

Europe indicate that up to ninety percent of the work

involved in any white-collar job involves the seeking and

obtaining of information. 2 It would appear, then, that

information is a most important aspect of the management

process. Reliable information is, in fact, required for

every step in the management process. Information is used

to establish objectives, to direct the attainment of these

objectives, and to measure the results of operations. More

significantly, there is no way to measure performance or to

appraise results without adequate and accurate information. 3

Information is inseparable from the management

'Harold Koontz and Cyril 0'Donnel, Principles of
Management: An Analysis of Managerial Functions kNew York:
McGraw-Hill Book Company, 1960), pp. 45-50.

2 Adrian M. McDonough and Leonard J. Garrett,
Nanagement Systems: Working Concepts and Practices (Home-
wood: Richard LD. Irwin, inc., 196G), p. 6.

3Henry Blackstone, "Gathering Information," T
Management Handbook, ed. H. B. Naynard (New York: McGraw-
Hill book Company, Inc., 1960), pp. 202-203.
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'process. One could contend in the practical sense that none

of the functions of management could be performed without it.

Information helps provide answers to two very basic questions

with which every manager should be concerned: "How am I

doing?" and "Where am I going?" Specifically, information

is used by managers as:

1. A basis on which to make decisions on short-term

and long-range plans.

2. An indicator of when things are not going right.

3. A stimulus to take action when it should be

taken, and a better basis for deciding what should be done.

4. An incentive for making better plans. 1

The in-formation needs of various organizations differ and

yet, at the same time, have a great deal in common. They

differ because the objectives of organizations are different;

their sizes, methods and procedures, and technical special-

ization vary; and their stages of development are not the

same. However, management needs for information have much

in common because the underlying questions that should be

answered are essentially the same. Therefore, one can

contend that while information may differ in order and com-

plexity between the large and the small, the new and the old,

and the commercial and the governmental, it is all essen.

tially similar in purpose and in kind. 2

jArthur B. Toan, Using Information to Manage,
PP. iii, 4_5.

21Ibid., p.iii.
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Value of Information

Management 2i 7 be defined as the process of con-

verting information 'ito action. The conversion process

is called "decision-: AcJing." M4anagement success depends

heavily on what infc: 'ation is chosen and how the conversion
is executed..1 Ever., :anager has available to him a large

source of in"--matio from which he must select and use only

that portion which'i. useful to him. Managers who have

experienced the impa t of bettor and faster data processing
can testify to the d ngers of information indigestion. Many

managers have compla-.aed of being buried under a sea of re-

ports, facts, and fo ocasts which they crither do not have

time to read or cann • understand, or wbich do not fill

their particular nec. . One experienced decision maker put

it this way:

If a little •arning is a dangepous thing, too
much--that is, :.wledge not put to grood use--can be a
costly waste. T many undigested facts can turn a man
of action into H :iamlet, pceralyzed by indecision. Like
the raw materiai of industry, information must be con-
verted into soni( ing. .hat is required is a dis.
criminp*ing sel( cion which can deliver celovant data
in a f i usabl. . at the echelon of decision. 2

It would seC> there is no direct relationship
between the quantity, of available data and the value of

information. Moreov c, information is Substantially

1Hodge and i`, dgson, Management and the Computer,
pp. 33-34.

2Marion Harr •r, Jr., "A New Profession to Aid
Management," Charle.r Coolidge Parlin Metmorial Lecture, p. 13
(Philadelphia: Philt. olphia Chapter, Amorican Marketing
Association, 1960).
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different from mere data in that data is raw information

and can be described as "facts in isolation." Information

is meaningful data, whereas data has no intrinsic meaning

or significance in itself. While iriformation is basic to

all good management decisions and action, it certainly does

not insure effective and efficient management. Nevertheless,

it can be equally stated that bad information can almost

certainly nullify the effectiveness of good management. 1

An information system has little or no value to an

organization unless it is founded upon an adequate manage-

ment system. The purpose of the management system is to

develop plans for achieving organizational objectives, to

organize and direct for implementing plans, and to control

performance so that actions and results are consistent with

plans. The major information needs in performing these
2

processes are' shovm in Figure 2. The first step, recog-

nition of a problem, is usually prompted by information from

the control process which indicates that performance is

deviating from plan. Definition of the problem, determination

of alternative courses of action, and selection of a course

of action a.?e fundamental steps ini the decision process.

Once a decision is made, it is necessary to implement and

control the solution. The process starts over again either

iJmes J. O'Brien, Management Information Systems

(New York: Van Nostrand Reinhold Company, 1970),, pp. 2-3.

2Murdick and Ross, Information Systems for Modern
Management, pp. 166-167.
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Major Steps in
Management Process Major Information Needs

RECOGNITION OF A (1) Performance against plan
PROBIZEM OR i,.N (2) Environmental, competitive,

OPPORTUNITY and internal information
concerning problems and
opportunities

DEFI1.NE PROBL-J.r. OR Evaluation of (1) and (2) in
OPO0RTUNITY AIND order tL-o make a prediction or

DEVELOP ALTERNATIVE estimate of alternative
cO00rlSEs OF A'CTION courses

SDEOISI0!11 Prediction of rosults for

alternative cowuses of action

IN:PLEt-METAi'ION Communicate details of plan
OF PLAN and control standards

CONTROL PERFORMANCE Performance against plan
AGAINST PL.N

Figure 2

The Management Process and InforNiation Neads

Source: Murdick and Ross, Information Systems for
Modern Management, p. 167.
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by a recognition of the need for planning or by the appear-

ance of a new problem as indicated by the control process. 1

The value of information has usually been determined

* by a highly subjective evaluation of what the information

will do to the behavior of an organization. It is certainly

true that one of the weakest areas of managerial judgment is

in placing a dollar value on information. Even so, most

managers are fully aware that information is the substance

from which decisions are made. 2  Information technology

directly affects the decision processes by:

1. Quantifying information used for decision

purposes.

2. Broadening the scope of each decision and giving

it new visibility.

3. Shortening the planning period.

4. Reducing the incidence of poor decisions caused

by internal time lags in information flow.

5. Heightening the sense of common goals among

managers through the sharing of information.

6. De-personalizing decisions.-

llanagementts interest in information is largely

utilitarian and practical. Managers want to know if the

11b iid.

2Hodge and Hodgson, Management and the Computer, p. 18.
3George P. Schultz and Thomas L. Whisler (efs.),

MIanagement Organization and the Computer (Tho Free Pross of

Glencoe, Illinois,, 1099), pp. 9-10.
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information system will aid them in making the decisions

and taking the actions whnich will result in more effective

and efficient operations. Whether the information provided

4performs this function satisfactorily or not depends, to a

great extent, upon its relevance to management's problems

and management's willingness and ability to use it. 1

Information and the Functions of Planning and Control

Information technology has its most significant

impact on the planning and control functions of management.

The types of information which managers require must be

related to their planning and control functions. The

planning function is concerned with the establishment of

realistic objectives, with the fo.nuulation of alternative

strategies for realizing the objectives, and with the

determination of a course of action from the available

alternatives. The control function is concerned with

measuring perforMance, isolating variances, taod taking

corrective action. 2

Planning is the procedure through which an organi-

zation consciously selects goals and then budgets resources

to accomplish these goals. The development of policies,

procedures, and functional plans is implicit in this proce.-s.

Planning involves the use of information to assemble and

IToan, Using Information to Manage, p. 133.
2 Peter P. Schordorbek, min ement_ tems (New Yorl::

John Wiley and Sons, Inc., 1968), p. 45.
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evaluate alternatives and to make decisions. It entails

deciding in advance what, how, when, and who is going to

accomplish the organizational objectives. A management

information system should directly support the planning

process. The information system should provide background

information on prior accomplishments, current planning

factors, resources, and other information required for the

analytical phase of planning. 1 The following steps are in-

volved in the planning process: (1) identifying the tasks to

be performed within the time frame of the plan, (2) re-

solving conflicts between these tasks through coordination,

(3) specifying the extent to which each task is to be per-

formed (expressed in some imit of measure), (4) assigning

personnel to tasks, and (5) allocating resources for the

accomplishment of each task. 2

Control is the process in which management soeks to

compel operations to conform to plans.3 Fayol said this

about control:

In an undertaking, control consists in verifying
whether everything occurs in conformity with the plan
adopted, the instructions issued and principles estab-
lished. It has for object to point out weaknesses and
errors in order to rectify them and prevent recture ce.
It operates on everything, things, people, actions.

lo'Brien, Management Informa•'.ion Systems, p. 62.

2 Thomas R. Prince, Information Systems for Management
Planning and Control°(Iiomewood: Richard D. Irwin, Inc., 197 0 ),
p. l13.

3 Billy E. Goetz, Management Planning and Control
(Now York: McGraw-Hill Book Co., 1949), p. 229.

4i=enri Fayol, General and Indusxtrial Managemont (lice
York: Pitman Publishing Corporazion, 1949b, p.
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The control process consists of (1) the adoption of a plan,

(2) reporting actual performance as compared with the plan,

and (3) making decisions and taking action. 1

To a great extent, controls in business are finan-

cial. Financial measurements suimarize, through a common

denominator of dollars, the operation of a number of plans.

lurthermore, they indicate total expenditure of resources in

reaching objectives. Financial measurements are equally

valid, for governmental enterprises since any responsible

manager must have some way of relating his goal achievement

to his costs in terms of resources. Therefore, in all forms

of enterprise, control is likely to be financial. 2

Management Information Systems and Decision-Making

The managerial task is one of making decisions about

the allocation of scarce resources to accomplish an objective. 3

The terms "information system" and "management information

system" are frequently used to describe information networks

that provide relevant, timely, and accurate information to

management for decision-making purposes.4 It may be said

1B. C. Lamke and James D. Edwards (eds.), Adminis-

trative Control and Executive Action (Columbus: Charles E.
Merrill Books, Inc., 1961), p. 9.

2 Koontz and O'Donnell, Principlos of Management, p. 695.

3John F. Stanhagen, Jr., "Swamped with Data--Starved
for Information" (paper presented at the Joint Seminar on
"Professionalism in Production and Inventory Management,"
Weber State College, Ogden, Utah, October 9, 1971).

' 1Prince, Information Systems, p. 40.
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that the basic task of any information system is to supply

the organization's dac~ision-makers with the information they

need in order to make decisions. in t-ms of the planning

and control function.!, the decision-making process consists

of the formation of r set of concepts indicating desired

conditions, the observation of what tpears to be the actual

conditions, and the .oneration of cor.-ective action to

achieve the desired c.)nditions. 3

In an actual operating environment, much of what the

manager does and what he learns results from a process of

trial and error. Tho manager takes some action and thon

observes the results: this is feedback in the sense of

action and reaction. The primary reason a manager uses

feedback is so that • o can make compaoisons. The essence of

a decision is comparý ;on, and compari'on is possible only

when alternatives ex st. The success of any management in-

formation system depends to a large d&'gree on the identifi-

cation and use of exlicit critcria as a basis for making

comparisons. Criteria represent selected bench marks to be

used for making comp:•,isons and may b, variously defined as

a standard of judgme:.t, a standard of measurement, a basis

IRichard W. .'arightman, Inforr-'ation Systems for Modern
Management (New York: The MacMillan Cvmpany, 1971), p. 22.

2 K. R. Finn -nd H. B. Miller, "Is Your MIS Fit for

Human Consumption?" Industrial Enginecring, III (November,,
1971), p. 20.

3Hodge and Hodgson, Management and the Computer,
p. 36.

4
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for choosing, or a bench mark for guidance.I

Summary

Information is a vital tool that is inseparable from

the management process. it is the basis of all management

decisions and actions. The basic task of any information

system is to supply the managers of an organization with the

information they need in order to make decisions. Infor-

mation has its most significant impact on the planning and

control processes. The types of information which managers

require must be related to their planning and control

functions.

16-.cDonough and Garrett, Managc-nont Systems, pp. 184-
186.



Chapter 4

CRITERIA "'OR EVALUATION OF THE WING/BASE
LEVEL ;"ANAGEMEUT REPORTING SYSTEM,

Introduction

The purpoe. of this chapter is to develop appropriate

criteria by which to evaluate the adequacy of the Wing/Base

Level Reporting System. The criteria to be developed are,

in effect, the chavacteristics which should be found in a

reporting system that aids ,aanagers in the effective and

efficient use of rosources.

i MZanagement reports are the physical output of an

information system, and are intended to p~eovide information

to management for decision-.making p-arposes. An informnation

system normally produces several reports for each level of

management since m-anagers need a wide range of information

on which to base dV•cisions. It is appropriate to briefly

examine the featurcs of management reports prior to de-

veloping the evali.ation criteria. Following this analysis,

the criteria to bo used in evaluating the Wing/Base Level

ReportinS System Uill be formulated. The criteria will be

based upon material already presented on information systems

and the .,ianagement process as well as the following dis-

cussion.

35
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The Nature and Uses of Management Reports

Management reports are only one element of an in-

formation system. However, they are probably the most

important part to the manager since they provide him with

the information he, needs to make decisions. The outputs of

a management repo.ting sy:atem provide the inputs into the

planning and control processes of management. The reporting

system, then, is the tangible link between management

talents and management systems.

Reports convey control information to the managers

who are responsible for various activities within an organi..

zation. Effective reports can greatly facilitate the task

of management. A reporting system with timely, accurate

outputs enables mtanagers to remain abreast of operations an,.

provides a basis for decision-making. Reports, by telling c.

manager what has occurred, also provide him with a sound

basis for planning.2 Figure 3 points out the place of

m.anagement reports in a management information system for

planning and control. The management reporting sysitem

should track the status of the output relative' to a pro-

determined standard of performance for the transfoxmation

process. The transformation process is the conversion of

manpower, money, material, and equipment resources -by the

organization into products or services. If operating

iMcDonough and Garrett, Mahnagement Systems, pp. 28-29.

2 Louis A. Allen, The Manaoment Profession (New York:
McGraw-Hill Book Co., 196).ýT--p.5"j.
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results do not conform to standard, management should make

decisions regarding one or both of two actions: (1) alter-

• fnative resource allocations are made as system input changes,

or (2) modifications are made in the transformation process. 1

Management reports may be classified as planming

reports, control reports, or operating reports. The es-

sential differences between the three types may be

,enumerated as follows:

1. Planning Reports - The basic objective of the

.planning report is to evaluate the organizational position

with other comparable entities. Also included are the

V[ alternatives available to management.

2. Control Retorts - The basic objective of the

control report is to inform top management of functional

operating performance as compared to predetermined per-

formance standards.

3. pe__rating Reports - 'ie basic objective of the

operating report is to inform fvnctional management of the

current performance of operations. This report structure

normally includes a comparative analysis of current oper-

ations and operations for a previous period, as well as

current performance compared to predetermined performance
2

standards.

In practice, the responsibility for management

iMurdick and Ross, InformationSystems for Moderri
Management, pp. 163-165.

2 Malcolm and Rowee, Man-acinment Control Systems,
pp. 89-90.
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planning and control increases as the top echelons o', man-

agement are approached. Operational control, on the other

hand, receives its greatest emphasis at the wing/bat-. level.

It should be noted, however, that planning and contr.il

responsibilities rre inherent in every level of mann ;ement.

The distinction lies in the emphasis on the nature rvid degree

of the plnanning and operational control responsibili :ies

found at each distinct level of management.

An essential link between the management rej.orting

system and decision-making is the rrocess of interpreotation.

Unfortunately, a manager's decision.-making capabiliW.es are

often governed by how patient he i3 in sifting throi ;h

detailed reports in search of exceptions. It may a: ;o ,de-

pend on how skilled he is in interpreting a mass of :nfor-

nation that pertains to other acti-'ities as well as .1is. It

is important in today's dynamic environment that ma: :,gement

reports present the exceptions to both conserve the nian-

ager's time and ai.d him in decision-making. - Effec yve

reports ordinarily are deiigned so that attention i. focused

on areas where performance differs significantly fr',:-a

standards. 3 Though Fredrick W. Taylor is generally %,,redited

Ibid., pp. 89-90.
2 R. 0. Boyce, Intezrated Managerial Control, (New

York: American Elsevier Publishing Company, Inc., 1v 6 8 ),
p. 19.

3 "Tentative Statement of Cost Concepts Und- ,lying
Reports for Management Purposes," The AccountingR c . e•ew
XXXI, 2 (1956), 137-189.
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with first stating the "exception principle,"' it was

clearly stated circa 1400 B.C. when Jethro instructed Moses,

"that every great matter they shall bring unto thee,

but evory small matter they shall judge . ,

The basic purpose of a report is to show a manager

what is actually happening in the accomplishment of estab-

lishod plans. However, simply showing a manager what has

happyond as of a given moment in time is not very helpful.

The r'eport should also bring to his attention a clear

picture of related performance in the past. This calls for

trend reporting so that current operating results can be

related to previous experience. Further),.ore, information

will be most meaningful if it applies specifically to tbc

manager•s own area of accountability. 3

The Wing/Base Level Management Reporting System Criteria

The criteria which will be used to evaluate the

Wing/Base Level Reporting System are stated in this section.

These criteria are characteristics which should be found in

a reporting system that aids managers in the effective and

efficient use of resources. The seven criteria which follow

'Ralston B. Daily and John W. Paul, "Criteria for
and Determination of the Adequacy of the Existing Maintenance
Management Information System for Base Level Managers"
(Master's Thesis, School of Systems and Logistics, 1969),
p. 17.

2 Exodus 18:22.

3 Allen, The Management irofessioa, pp. 333-335.
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were drawnm from material presented thus far pertaining to

information systems, the management process, and management

* reports.

1. The Reportii: System Should Provide Timely Information

to the User

The need for timeliness varies according to the

nature of the information being reported. Information of a

routine, low-impact nature does not have to be reported as

quickly or as often as information that is significant and

vital to successful operations. F.or example, a continuous

production system such as a continuous flow chemical oper-

ation would require a near constant flow of current infor-

mation since an undetected proble':. at any point could cause

a costly shutdov-za of the entire system or, worse yet, a

physical disaster. On the other hand, a daily, w•,ekly, or

even monthly information flow may be adequate for an inter..

mittent production system such as a job oder shop where

undetected problems are not so critical since a bottleneck

at one point would not necessarily adversely affect the rest

of the operation. Timeliness, then, is a criterion which

is relative to the management task at hand. Consider this

example from the military. An officer manager may find

monthly financial reports adequate for funds control during

the course of the year. However, as the end of the fiscal

year approaches, he may need the same reports on a daily o-r

weekly basis to insure that he does not overexpend his

budget.

~:
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Timely reports are particularly important for con-

trol purposes. Buffa has noted that the inherent speed of

computer based information systems makes it possible for

management to have the most up-to-date information available

in the various reports. Furthermore, he observes that the

reduction of information time lags to a minimum makes man-

agerial decisions pertinent to the current problem, rather

than to some problem that existed but the conditions for
1

which may have already reversed.

2. The Reporting System Should Provide Accurate Information
to the tser

The information provided to the manager in reports

must be accurate. Management decisions and actions will al-

most surely be wrong if they are based on inaccurate info:-.-

mation. Inaccuracy can come about at any point in the system

from data collection to report preparation. The interest in

this research is not on the cause of inaccuracy but the de-

gree in the final report. Accuracy does not mean 100 percent

Ii accuracy, for such a condition is often either not possible

to attain or not worth the time or cost to attain it. The

information must be accurate only to the extent that it .;uf-
2

ficiently serves its purpose. For instance, civil service

employees may take leave in hourly increments; but for the

manager concerned about manpower scheduling, reports express-

ing leave status in days should be accurate enough for

1 Elwood S. Buffa, Modern Production Management (New

York: John Wiley and Sons, Inc., 1969), p. 240.
2 Toan, Using Information to Iianac, p. 6.
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management purposes. Similarly, it is seldom necessary to re-

port exact dollars and cents figures on cost control reports.

Dollar figures only are normally sufficient for management

purposes and, for very large operations, figures rounded off

to tens, hundreds, or even thousands are, often appropriate.

3. The Reporting System Should Provide Understandable

Information to the User

Management reports are communication devices in-

tended to aid managers in making decisions. Specifically,

reports should convey information about the objectives that

management wishes to achieve, the methods used to achieve

these objectives, and the perfor2rmance of the organization in

pursuit of th, se objectives. A manager must be able to

understand the information tran.•,itted in reports. Other-

wise, the information would just be useless data.

Understandability can be facilitated by the physical

manner in which the information is presented and by the

terminology incorporated into the reports. Anyone who has

struggled through a report filled with acronyms and codes

can readily see how clear text -;ould greatly improve the

understandability of the material. Another hazard to be

considered is reliance upon accounting and financial

terminology, which may have special significance to the

accountant but only vague familiarity to the manager using

the reports. 1 Reports are often difficult to understand as

iAllen, The Mr.nagement Pr.ofession, p. 336.
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a result of the inherent difficulty of the subject matter,

or from the fact that they are overly complex or poorly

constructed. There is a natural and logical tendency to

make the reports more understandable, but this should be done

only within practical limits. There is a point at which

attempts to simplify shoiuld cease and the manager should act

to increase his capacity for understanding the information

presented in reports.

. The _ReportinL System Should Provide for Measurement
of the Activity Beinq Mianaged

Peter F. Drucker sees measurement as one of the
2

basic elements in the wor:..k of the managr. The manager

must analyze and appraise organizational performance and

then make decisions basea on his interpretation of tbh. situ-

ation. However, he must neasure the actual performar~ce of

the organization before h. can make analyses and appraisals.

It is not too difficult to measure certain activities such

as man-hours expended or pounds'of raw material consued in

a certain production process. On the other hand, there are

many areas in which it is extremely difficult to make

meaningful measurements. For instance, the establislhaent

and use of meaningful measures for the morale of employees,

the quality of management, or the reputation of the organi-

zation is a formidable task.

IToan, Using Information to Manage, p. 6.
2Peter F. Drucker, The Practice of Mioagement (New

"fork: Harper and Brother.,, Publishers, l4)4), p. 343.-



There are many dif'ferent units in which transactions

or events may be excpressed. I'Lanagenmcnt can Measure the out-

put of a mine in tons, the work of' aA employee in hours,'the

output of' a machine in product units, or the use of' elee-

tricity in ki lowatt -hours. The perfo:ýmance of an activity

is frequently moasured in financial terms, however, even

though there are many moasure-ment units that could be used

to convey the same information. Financial or dollar

measurement is a nat~ural basis for conltrol since many inputs

and outputs of' an activity are easily expressed in the com-

Mon denominator of' noney. IExpenditiues for personnel,

materials, facilitios, and equipment are always an important;

factor against which to weigh results, and these are f're-

quently reflected in expendituWres of money*.

The reportin~g systein must provide a measure of' the

performance of' the activity regardle.ss of' which particular

measurement, units are employed. This is because the results

of' measur-emont, whent properly summarized and presented in

management reports, form the basis for feedback into the

planning and control procesn to achieve better future plan-

ning and control.3

lVwilliam J. Vatter, Accountinr.. Measurements for
Financial Reports (:.Homewood: R ichard D. Irwin, Inc. , 1971),
P. 4.

2 Koontz and O'Donnell, Princ4Dles of' Vanagement,
p. 638.

3 Da^ily and Paul, "Dc.term'ination of the Adequacy of
the Existinr- Maintenance Maraigement ifnformation System.."
p. 6o.
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5. The Reporting System Should Provide Information for the
Planning Procc s

Planning is the most basic and pervasive management

function. IMTanagers at all levels plan, and the success of

the other management functions depends upon it. Managers

must plan for the allocation of resources and the work of

other people, in contrast to the nonranager who plans only

his own activities.

Planning involves macing a prediction about the con-

ditions of a future envirornment and deciding where and how

the organization should proceed. The decisions made in the

planning process invariably have future implications, par-

ticularly regarding the commitment of resovu-ees and organi-

2
zational strategy. Basically, planning involves five

processes:

1. Establishing objectives.

2. Developing planning premises.

3. Determining alternative courses of action.

4. Evaluating alternative courses of action.

5. Choosing from the various alternatives. 3

Planning premises are those data, facts, and information

that influonce alternative courses of action. They provide

the critical planning assumptions and the constraints that

1 Ross, Manafpement By Information Systm, p. 72.
2 David I. Cleland and William R. King, Systems.

Analysis and Project k'anagement (New York: McGraw-Hill Book
Coirpany, 1960i), p. 93.

3 Ros$, Manaroment By Informvtion Systemn, p. 108.



147

surround the selection and evaluation of alternatives. 1 The

development of planning premises and all subsequent steps

depend entirely upon the availability and utilization of

critical planning information. A xmanager cannot successfully

devolop plans without first gathering the necessary planning

premises that peonmit an adequate evaluation of alternative

courses of action to achieve the plan. 2 The reporting system

should facilitate the planning process by providing infor-

nation on prior accomplishments, current operating per-

formance, resource levels and usage, financial position, and

other similar factors necessary for the development of plan-

ning promises.

6. The i1eportin' System Should Provide Information for the

Contirol Proc-Css

Massie states that control is the process that

measures current performance and guides it toward some pre..

determined goal. He also notes that the essence of control

lies in comparing current perfortmance against some desired

results determined in the planning process.3 The infor-

mation required for control is different in type and

characteristic from information needed for planning. Plan-

ning places greater emphasis on structuring the future,

whereas control is based more on the recent past and current

lIbid., pp. 78, 108.

2 Ibid., p. 109.

3josoph L. Massic, Essentials of 1:anajement, (Engle-
wood Cliffs: Pxentice-liall, Inc., 1971), pp. 6, s7.
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operations,

The essential elements of control are:

1. A predetermined plan.

2. A means of measuring current activity.

3. A means of comparing current activity with a

criterion or standard.

4. A means of correcting the current activity so
2

aS to achieve the desired result or to modify the plan.

The basis for control is the measurement of the organi-

zation's porformance. However, performance measurement

alone is not sufficient for managerial control and decision-

making. Given that a reporting system provIdes the m,:nager

v:ith timely, accurate, understandable information, and

n.oasures the performance of the activity, a basis of com-

p',rison is still needed to answer the question: "How am I

doing?" The manager needs something to which he can compare

the facts and draw conclusions. The reporting system will

Plorely provide data, not information, if there is no com-

p-arison to forecasts or other parameters in the reports. In

such a case the manager is required to construct parameters

intuitively each time he oxamines the reports in order to

rmake Judgments about the performance of his organization.

It may be said, then, that the manager must really ask him-

self the question: "How am I doing - compared to what?'"3

1Ross, Management By Information System, p. 134.

2Xassie, Essentials of Management, pp. 87-89.

Toan, Using Infoimation to Mianage, p. 11.
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Ross defines a standard of performance as "a state-

ment of conditions existing when a job is performed satis-

factorily." Standards provide a basis for comparison in

evaluating the performance of an activity. It is best that

standa•'ds be stated explicitly. For this reason, quanti-

tative statements are usually preferable. Standards repre-

sent the expression of planning goals in such terms that the

actual accomplishments of assigned duties can be compared

against them. They may be physical representations such as

quantities of output, units of service, man-hours, volume

of rejections, etc.; or they msy be stated in monetary terms

such of3t costs, revenues or investments; or they may be ex-
2

pressed in any other terms which measure performance.

Performance standards are important to an effective

report;ing system for several reasons. First, they highlight

variarnoes from the plan and allow the manager to focus his

attention on areas that requiro imnediato action. Second,

standards facilitate the self-development of the manager.

By using standards the manager can identify and correct his

own poeformanco, thus minimizing the need for his superiors

to dwell upon his deficiencies. Because standards are im-

personal, they provide an objective and noncritical basis

for encouraging personal improvement in management. 3

lRossp, Management By information System, p. 87.
2 Koontz and O'Donnell, Principlos of Managenment,

p. 640.
3 Allcn, The Management Profesrion, pp. 327, 337.
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Finally, the analysis and evaluation of information resulting

from comparisons made through standards is the prime source

of indication that it is necessary to determine an appro-

priate meanure of change and inject it into the planning and

control progress. Change is required either to correct

standards which are inappropriate or correct situations which

are preventing the achievement of standards.

The reporting system should facilitate the control

process by supplying the manager with information on per-

formance compared to plan or standard. In doing so, ex-

ceptions should be highlighted so that the manager will b,

alerted to evaluate the situation and take action if neces-

sary.

7. The Reporting System Should Provide Information on

Trends

The purpose of a reporting system is to show man-

agers what is actually happening in the accomplishment of

established plans. However, the reporting system must do

more than show what has happened at a given moment in tino.

It must also bring to the manager's attention a clear

picture of related performance in the past. This calls for

trend reporting so that current performance is shown in its

proper relationship to previous experience.

Trend information will hopefully provide the man.ger

iDaily and Paul, "Determination of the Adequacy of
the Existing Maintenance Management Information System,"
p. 61.



with the answers on how to stop or correct something before

it goes wrong. The manager can see just how good his

policies, decisions, and actions really are by analyzing

trends. MAoreover, he gets from this analysis an indication

of whether• they should be retained or changed to be more

effective and eff.icient in the future. For instance, the

!aanager is alerted to a potential problem when he noteS that

he expended more of a certain resource than planned during

the reporting period. Further investigation may reveal that

the out-of-tolerance situation is a temporary fluctuation

with justifiable reasons for occurring. On the other hand,

the manager may find it to be a real problem requiring cor-

rective action to align performance with plan. In either

case, observation of the trend of expenditure in future

periods will eithor substantiate or negate the manager's

findings and actions.

Summary

This chapter was devoted to developing the app:ro-

priate criteria by which to evaluate the adequacy of the

Wing/Base Level R.porting System. The criteria that lhave

been devwloped are characteristics which should be found in

a reporting system which aids managers in the effectivo and

1John P. Stanhagen, Jr., "Management Information
Systems: What ShoeLd Be Done?" (paper presented at the Sixth
Annual Convention at the Society of Logistics Ongineero,
August 2,'-27, 19711, Philadelphia, Pennsylvania).
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efficient utilization of resources. The reporting system

should provide for each o- the following characteristics:

1. Timely information.

2. Accurate info•.mation.

3. Understandablo information.

.. JMeasurement of activity.

5. Information for planning.

6. Information for control.

7. Information on trends.

The criteria have purposely been developed in general for, i

in order that they may be applied to the evaluation of ar-y

management reporting systcm.



Chapter 5

DESCRIPTION OF V-:i CURRE':11 WING/BASE MANAGE-14ENT REPORTS

Introduc ti on

The purpose of this chapter is to describe the

,ing/base level financial mni4agement reports prepared as a

i-osult of Project PRIME. These descriptions will provide a

basis for the evaluation of the Wing/Base Level Reporting

system. A thorough understanding of the nature, structure,

cxnd uses of the reports in this system is necessary in orde:,'

• complete the analysis. As a result, the material in thi:.

(chapter is presented in a qory detailed and technical manne?.

3:eaders who are fa'miliar u.w*•h the details of the nine repor, s

being evaluated in this thesis may 6esire to ploceed di-

.-ectly to the evaluation in Chapter 6.

Management reportiw1g systdms contain formalized

reports that seek to communicate information to the respon-

:;ible individual, the manaK.er.1 Such a system can be de-

J.'ined as:

a combination of systems components that
function within the orianization, to process data and to
provide the information and internal control needed by
management to carry out its responsibilities of

1 J. B. Bower, R. E. Schlossor and C. T. Zlatkovich,
"Pinancial Information Syst'ms: Theory and Practice (Boston:
Allyn and Bacon, Inc., 196&,), p. 33.
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stewardship over the assets, of control over operatic)ns,
and to plan future enterprise activities.I.

Thus, the guiding principle in the design of such a manae-

ment information system must be the manager, his duties and

-esponsibilities, the decisions he is required to make, the

latitude and authority he possesses, and the informatiori he

needs to make decisions. 2

Managers are characteristically faced with problemns

dealing with the input of various resources in producing'

organizational outputs. The resources available to the

manager normally have alternative uses with relative cos+ts

associated with each use. The outputs that result from the

various alternatives are of different values to the organi-

zation. The manager should aim. first at the attainment of

the outputs for which he is responsible (effectiveness), and

second at minimizing the costs associated with a given

benefit, or at maximizing the benefit associated with a

'C 3given use of resources (efficiency). Thus, managers shculd

attempt to be both effective and efficient in the use of"

resources.

Air Force wing/base level managers are provided With

reports that are intended to assist them in the effectiV'o

lIbid., pp. 8-9.

2Frederick W. Shipman, "Designing M.I.S. for
Managers," Journal of Systems Mianagement, Vol. 20 (July;
1969), p. 15. .

3 David W. Miller and Martin K. Starr, The Struc-ture
of Hunan Decisions (Ihglewood Cliffs: Prentice-hall, Inc.,
"1967), p. 7.

I,



and efficient use of resources and in the administration

and control of their operating budgets. The Wing/Base Level.

Reporting System is broken dowm into two categories of

repo:rts: Management Reports from the Accounting System for

S.2Eations and 1Materie! Expense Managoemient Reports. The

Manse:ement Reports frcm the Accounting System for Operation::

deal with operational aspects of the Air Force by accountin

for funds made available under the Operations and Main-

tenance Appropriation and the Military Personnel Appro-

priation.' The wing/base level management reports provided

by the accounting syst;em include the following:

1. Cost Centaur Report

2. Responsibility Center Report

3. Wing/Base 'Management Report

Along with the management repcrts listed above,

operiting managers receive the followi•ng Materiel Epense

Management Reports:

1. Project Fund Management Record/Organization Cost

Centaur Record (PFMR/OCCR) Status Report and Reconciliation

2. Project Fund Management Record Report.

3. Daily Document Register

.. Stoc!c Fund Sales and Returns Analysis

5. Organization Cost Center Due-Out List

6. Organization Cost Center Record List

The approach used in the actual description of the

U.S. Department of the Air Force, TERRMS, AFM 178-K,
p. 2-7.
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reports is one of identifying the purpose of the report, the

frequency at V•nich it is produced, and the significance of

* the information presented in the report. Illustrative

figures of the reports will supplement the narrative de-

scription. Some duplication in content and style exists

among the reports since they are designed to support both

cost center and responsibility center managers. Whore this

occurs, the latter report descriptions will not repeat

explanations. The review of the reports is accomp~ished by

first identifying potential problem areas from the illus-

trative report figures. Next, these problem areas are

further defined or dismissed by attempting to pursue a

serieo of pertinent questions the manager should sock to

answer. It is not the intent of this approach to dovelop a

series of "hard and fast" ruIes for locating adverse,

variances and making decisions on the appropriate correctivc.

actions. The intended objective of Ony management report is.

to identify .hen or uhere action shculd be taken--not what

corrective action should be taken. If the reports could

answer when, where, and what, there Vould be no need to have

the ving/base level managers in the first place. .oreovev,

it is the manager's function to make decisions concerning

the allocation of scarce resources a1ad the management

reports' function to identify how these resources are bein(.;

consumed.

The comparison of actual exponses versus progranned

expenses as a measure of efficiency of the operating activitiy

ji.



is essential to the successful analysis of the wing/base

management reports. The mere fact that a variation exists

does not necessarily mean that there is a problem. The

variation may be perfectly justified and acceptable de-

pending on such factors as the time period involved, the

responsible cost center, the actual expense element in-

volved., the total dollar amount of the variation, seasonal

production or demand, unprogrammed flying, contractual serv-

ice delays, or the logic of the expense program phasing.

The key point is that a potential problem area has been

discovered warranting further investigation in order to de-

termine whether or not an actual unfavorable situation exists.

The Mr4unagement Reports from the Accounting System for

Operations and the Materiel Expense Management Reports will

be individually described. The first of tVe Management

Reports from the Accounting System for Operations to be

described is the Cost Center Report.

Management Reports From the Accounting System

for Operations

Cost Center Rcnort

The Cost Center Report is normally produced monthly,

but can be made.available upon request. A facsimile is dis-

played in Figure 4. This report is the basic management

expense report in the series displaying for the cost center

manager the nctual expenses incurred to date in relation to

the approved p:ased program by element of c,:pense. Three

A÷ .
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major element subtotal groupings are provided for the

manager's initial overall review of the status of the cost

center and are entitled "Gross Expense," "Total Expense,"

and "Direct Expens'e," respectively. "Gross Expense" sub-

total represents the total direct and reimbursable expense•.

as well as the service distribution expenses. The "Total

Expense" represents the elements of the "Gross Expense" eai 1

the service unit cost credits. "Direct Expense" subtotal J.•

composed of the "Total Expense" less any reimbursable ex-

penses. If within a cost center there are no reimbursablc.

expenses or service unit cost distributions, all three sub•..

totals would reflect the identical amounts as is the case in

Figure 4.

Direct expenses are those costs incurred in the

performance of an organization's operations for which the-

must expend funds. Reimbursable expenses are those costs

that are incurred by the wing/baio•. 2or the specific support

of another organization us_:,g the same facilities. These

costs are paid back I o 1: oe wing/base by the responsible

level of the other or',,anization incui.ring the expense.

Tbhese expenses are a direct result of the host-tenant

relationships common to almost all wings and bases. A

service unit, under the concepts of the Accounting System

for Operations, is an organizational unit which is not

financed by a revolving fund and which provides measurabl(

services to other organizational units or activities at v:,
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installation.I For example, the Motor Pool does not operate

under a fund as the Supply activity does, yet both agencies

provide measurable services which must be expensed to other

organizations. Payment to Supply is reflected in stock fund

expenses, while payment to the Motor Pool takes the form of

snrvic3 unit costs. Thus, service unit cost credits are

obligations incurred by the organization and for which a

later payvont must be made. The exact amount of the expenses

is determined at a later date and an appropriate amount is

charged to each user agency.

The two most significant columns for identification

of potential problem areas are the "Cumulative Percont of

Authorization Through the End of the Ouarter" (Cum % 0

and the rospective "Percent of Annual" (% Ann) authox-ization

of funds. Although not directly reflected on the report

itself, the normal respective percent of the quarter and

year standards are readily available from the base budget

officer upon request. For illustrative purposes the appro-

priate normal percentages appear in the circles at the top

of the related columns in Figure 1i. In reviewing tLe

"Direct 1•xpense" row, one can see that the expenses to date

represent 69% of the total phased expense authorization

through the end of the second quarter. Since four rmonths

NIU.S. Comptroller General (Staats), Comptroller
General s Report to the Congress, Implementation ofi he
Accountim• System for Operations in the Doparttment of
Defense, n-159797, April 12, 1968 (Washington, D.C.: 1968),
p. 33.
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have elapsed from 1 July 1970 through 31 October 1970, and

since the cumulative authorization is based on a six month

period (through 31 December 1970), two-thirds or 67% would

represent the normal level at which expenditures should be.

Thus, approximately 'q31,000 over the allotted ý175,052 would

be required to operate if the current trend of expenditures

were to continue at the same rate. However, only after a

thorough review of each element of expense can it be de-

termined whether or not this variance is a problem worthy of

further analysis or supervision by the manager. Even if the

total "Direct Expense" row had been at the normal level, the

manager should still skim the individual line entries to

insure that no items are grossly out of tolerance but in

aggregate have been offset by other line entry variations.

For example, in Figure 4 the "TDY Per Diem" and the

"GSP EEQ SF BEI-O EQ"11 line entries are at the 86% and 5""

quarterly expenditure levels, respectively. The current

lag in the equipment expense area is offsetting the above-

normal expenditures for TDY Per Diem. Equipment expendi-

tures, however, may increase substantially in the future,

thereby creating a serious funding problem for the cost

center manager. -,

The coat center manager must make an effort to in-

sure that any future changes in mission, facilities, or

I"GSP EEQ SF BEFLO EQ." is an abbreviation repro-
sonting expenses from the "General Support Stock Fund, Base
Equipment .arnagcment Office (1Si-INO) Equipraont." (U.S. Depart-
cent of the :ir Force, TE1I~fMS, Ai;•." 176-X, p. 4-5.)
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manning have been adequately prepared for aS fa- as their

impact on the budget. From an analysis of Figure )4, areas

* of particular concern to the cost center manager are pos-

sible cost overruns in both the military and civilian per-

sonnel expenses or in "per diem" expenses; and possible cost

savings in the equipment, supplies, or TDY travel expenses.

Res•o•sibility Center Report

Figure 5 depicts the Responsibility Center Report,

which is also produced monthly but can be made available

upon request. This report seeks to satisfy the needs of the

responsibility center manager in exercising control over the

various cost centers and expense elements under his purview.

Subtotals for each expense element (such as Civilian Per-

sonnel, Travel of Personnel, and Supplies) are shown in

aggregate as well as in specific line entries for each cost

center under the control of the responsibility center.

"Gross Expense," "Total Expense," and "Direct Expense" sub-

totals reflect an overall view of how the cost centers are

performing in both the individual and aggregate senses. As

in the case of the Cost Center Report, the "Cumulative Per-

cent of Authorization Through the End of the Quarter" and the

"Percent of Annual" authorized funds expended to date, when

compared to the normal respective percentages available from

the base budget officer, provide a method for identifying

potential problem areas. Similarly, by scanning each line

entry, the responsibility center manager can ascertain

whether any specific cost centers are out of proportion with
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the planned budget allocations. It would then be the

responsibility of the cost center manager to explain why the

variances exist and whether or not any corrective actions

would be necessary.

There are two major differences between the Cost

Center Report and the Responsibility Center Report. First,

individual elements of expense are listed for each category

of expense incurred by the cost center on the formor report,

but are shown in aggregate on the latter report. Second,

under each expense element there appears a list of status of

funds expended to date for each cost center which comprises

the responsibility center. In addition, the Responsibility

Center Report can be used by outside agencies (especially

the comptroller organization) in the preparation of reports

and briofings on the status of funding expenditures basewide.

If the need arises, combinations of these reports could re-

flect only the responsibility center rather than cost center

expenditures for higher headquarters review.

Wing/Base Management Report

Unlike the Cost Center and Responsibility Center

Reports, the Wing/Base Management Report is produced on an

"as required" basis. Its purpose is to provide top level

managers with the status of the responsibility centers' total

expenditure figures as of the end of the month. The report

does not reflect any specific expense elements or other line

entries from which individual variances can be found. How-

ever, it does provide top level managers with a recap of the
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funds status of the major organizational components, the

responsibility centers, of the wing/base and their overall

total. Although the rationale for any variances cannot be

ascertained from this report alone, it does identify those

responsibility centers that are in total over or under their

budget authorizations. Normal percentage figures.for com-

parison must again be provided by the base budget officer.

Top level managers can look at these variances and

see if there might be a wing/base wide shortage or overage

of the total annual expense authorization for Total Expense

or Direct Expense categories. These managers can then

evaluate the possibility of transferring funds between and

among the various responsibility centers where necessary, or

directing curtailment of selected activities in order to

remain within the budget limitations. Top managers can

initiate action to request additional funds from higher head-

quarters if reallocation of funds or curtailment of activi-

ties is not feasible. Although additiona.lJfunds can gen-

erally be secured from higher headquarters whenever properly

justified, top managers cannot consider this avenue as an

"open door" since other units with even stronger justifi-

cations and priorities may have exhausted the total supply

of available funds.

A "Total Reimbursements" line entry is a unique

feature of this report. This line entry reflects the

reimbursements earned by the host base for expenses incurred

by tenant units. In the sample report shown in Figure 6,
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the Cumulative Percent of Quarter is 85% instead of the

normal of 67r. The tenant units would consume funds in-

tended for wing/base operations if this unfavorable variance

were allowed to continue without any further increased fund

allocations from higher headquarters. On the other hand,

if earned. reimbursements had been less than budgeted re-

imbursements, higher headquarters would automatically reduce

the tenant units' expense authorization since it was higher

than necessary.

Finally, the "Base Wide Expense" line entry reflects

those activities that do not directly fall under the control

of one of the responsibility centers. The wing/base

comptroller is generally called upon to monitor these activi-

ties since they have no designated responsibility center

manager.

Summary of Management Reports from the Accounting System

for Operations

The Cost Center Report, the Responsibility Center

Report, and the Wing/Base Management Report together com-

prise the Management Reports from the Accounting System for

Operations. These reports allow managers to compare actual

expenses to planned and approved budget allocations.

Through analysis of these reports, managers can determine

how effective their organization has been in the utilization

of its available financial resources. The overview of

aggregate expenses, in terms of quarterly and annual budget

plans, provided in the reports can be used in conjunction
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with both the Cost and Responsibility Center Reports to

identify where and when management action should be taken.

The reports do not establish any "hard and fast" rules for

uncovering variances or for deciding upon corrective actions,

but seek to identify potential problem areas for management

review. The review demands an analysis of the problem to

determine its validity, and then a determination of whether

or not modification of the plan or perfoirmance would be

necessary to bring the actual and planned expenses into

balance.

The basic philosophy that permeates the design of

these reports has been to give the lowest level of the

o:.ýganization the information it needs to monitor expenses

in comparison with the planned budget, and then to summarize

the information for succeeding levels of management.

Materiel Expense Management Reports

General Policies

A basic understanding of selected Air Force policies

governing funds and expenses is necessary to understand the

nature of the various Materiel Expense Management Reports.

Funds are categorized as either supply or equipment funds.

Supply funds represent the amournt of monies approved by

Congress in the form of an appropriation for the purchase

of e9xndable items, which are items that either lose their

identity in use by being consunmed or used up, or by becoming

an integral part of another, higher assembly. Each wing/base
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receives its funds in the .form of an approved allotment

w•nich was derived from the allocations received at major air

command level. The allocation itself was the result of an

apportionment by the Bureau of the Budget based upoii the

Department of Defense's appropriation as approved by Congress. 1

Equipment. funds are received in the same manner except that

they are designated for the purchase, repair, or procurement

of non-expendable items, which are items that do not lose

their identity in use and must be accounted for during their

entire service life. The wing/base level manager can request

from his respective Numbered Air Force authority to transfer

funds between these two areas, but total actions are limited

to prevent the services from exceeding the total amount of

the appropriation without Congressional approval.

Materiel items are classified as either expense or

investment. Nonrepairable spares and repair parts, assem-

blies, and end items of equipment that have a unit value of

less than one thousand dollars ($1,000) and are not managed

by the Air Force Logistics Command comprise the expense

materiel category. All other items are classified as in-

vestment materiel items. Expense materiel items are held in

the Air Force Stock Fund (AFSF) until ultimately issued for

use by a cost center or responsibility center. The stock

fund is a revolving fund established to finance inventories

of supplies and other stores. It is authorized by specific

provision of law to finance a continuing cycle of operations,

ihauncey h. Doean Jr. , - ensro :.- x an , 1.
pp. 15-7 to 15-9.
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with receipts derived from such operations available in

their entirety for use by the fund, without further action

by Congress. Basically, the stock fund can be viewed as a

warehouser selling directly to cost centers and responsibility

centers. All issues of stock from the AFSF arn paid for by

the purchasers from their budgeted funds, thus giving the

stock fund the needed monies to procure more stock. 2  In-

vestment materiel items, on the other hand, are centralized

under an individual item manager or system manager who acts

as an inventory control point throughout the Air Force Supply

channel.

Several of the Air Force Stock Fund policies have a

definite influence on the cost center and responsibility

center managers. Foremost, the Issues/Sales policy requires

reimbursement to the stock fund from the appropriate funds

of the purchaser for items issued. The Turn-In Credit policy

for equipment provides full credit for servict-able items

turned in provided they can be ased against known require-

ments. Credit is not received until the item is issned to

another agency if there are no known requirements. i'arn-In

Credit for supply items generally follows the same procedure

except that no credit is given if the quantity turned in

causes the on-hand base asset level to exceed the computed

'U.S. Department of the Air Force, TSRRI.S, AF" M 78-x,
p. 2-17.

"Air Force Regulation 170-12 and Air Force Manual

67-1, Vol'une 1, Part 3, Chaotcrr 1 xnd 6, li"t ccrtain tcms
that are not reimbuL,.;'9blu to th . o -. nd "•cl :r z ,ý. ,','.



71
requisitioning objective. The requisitioning objective is

equal to the smum of the safety stock level, economic order

quantity, order and ship time, and due-outs. Due-outs

represent quantities of materiels for which iimnediate supply

was not available at the time of requisition but for which

a source of supply has been established.

Currently, there are six Materiel Expense M1anageraent

Reports:

(1) Project Funds Management Record/Organization
Cost Center Record (PFIAR/OCCR) Status Report
and Reconciliation

(2) Project Funds Management Record Report (PFIII

Report )

(3) Daily Document Register

(4) Stock Fund Sales and Returns Analysis

(5) Organization Cost Center Due-Out List (OCCR
Due-Out List)

(6) Organization Cost Center Record List (0CCR List)

The first two reports are designed for tizo responsibility

center manager, while the other four are designed for the

cost center manager.

Project Fund Mianagement Record/Organization Cost Center

Re-'ord Status Report and Reconciliation

The Project Fund Management Record/Organization

Cost Center Record (PFR.I/OCCR) Status Report and Recon-

ciliation, as illustrated in Figure 7, contains a list of

the cost centers and their respective supply and equipment

funds status for each responsibility center. The responsi-

bility center manager can requoisu this report wlhenever
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needed. The Fund Target less the Net Issues (issues less

turn-ins) results in the Balance of funds available for

further purchases. The Due-Ouits are those items currently

on back order with the stock fund. Therefore, the dollar

value of available funds for further purchases is actually

the difference between the Balance and the Due-Outs. It must

be realized, however, that certain due-out back orders may

arrive in the next fiscal period and others may ultimately

be cancelled entirely. Thus, cost center managers must be

cognizant of the status of due-outs to avoid over or under

expenditures of necessary funds. For example, should the

balance of funds available for expenditures reach zero, any

due-outs to that agency could not be issued when the goods

are received. M1oreover, the due-out would be cancelled and

the item would become available to any other agency wanting

the item and possessing the funds. This condition can causeF
the stock fund inventory position to be in excess as well as

jeopardize the mission of the requisitioning cost center.

Managers can avoid this situation by cancelling due-outs

before they arrive on the base or by securing the additional

funds needed to pay for these items.

Project Fund Management Record Report

A sample Project Fund Management Record (PFI4R)

* Report is illustrited in Figure 8. The purpose of this

report is in the monitoring and validating of changes in the

budget targets of the operating expense budget earmarked for

purchases of ,materiol f'rom the Otcc' ftvcd. T,3opoi't
1: ... 4id.T~ rpr
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reflects the total operating budi t target and funds status

currently Stored in the computer for a particular responsi-

bility center. The Accounting and Finance agency must

monitor the adouracy of this report whenever there are fund

transfers or revisions by operating budget managers. This

report is not periodically produced, but is generated to

verify data in the PFMR whenever budget targets are changed.

Daily Document Register

The Daily Document Register, issued every day, is

primarily used by the cost center manager to review the

transactions processed that day against his account. Figure

9 depicts an abbreviated example of the report. The actual

length of the report can be several pages long one day and

only a few line entries the next because it reflects those

items transferred and recorded during a particular ousiness

day. The report lists each transaction within a cost center

to include the shop code, item stock number with related

information (such as the unit of issue, nomenclature, quan-

tity, extended cost and work order number), and the budget,

supply and transaction codes.

The budget code is a single number between one and

nine identifying the nature of the transaction. Another

transaction code is the Transaction Identifier Code (TRIC),

which is also called the Document Identifier Code. This

code indicates what type of transaction occurred in a three

digit alpha code. The more common codes deal with issues

I (S IJ) due0-o0u t..• (Uo), ri d t,•• v ... T TI•.) T o o:1 1%4.-e t?,O'. r
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codes allow the cost center manager to identify the exact

nature and type of transaction and its related effect on the

fund's status. This report, then, gives the manager the

opportunity to research problems and monitor materiel trans-

actions on a daily basis if desired.

Stock Fund Sales and Returns Analysis

The Stock Fund Sales and Returns Analysis report is

depicted in Figure 10. This report is produced when re-

quested by the cost center manager. A summary of all trans-

actions affecting sales and return§-of stock fund items is

shown by Federal Supply Group (FSG), which is a commodity

classification used to group federal supply classes that are

homogeneous.1 Thus, the manager can ascertain in which area

the majority of funds are being expended. If the manager

must reduce spending to remain within budget limitations,

knowledge of the higher buying categories allows the manager

to focus his attention where the highest potential savings

can be made. The sales, returns, and net total3 in both the

supplies and equipment categories are shown by organization.

Analysis of the report can be extremely beneficial to the

cost center manager in the prep..ration and Justification of

budget requests.

U.S. Departsmert of the Air Force, AFM 178-6, p.
5-21.
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Organization Cost Center Due-Out List

The Organization Cost Center Due-Out List is

illustrated in Figure ii. All of the organization's due-

outs are listed as to w.fnether their status is firm or memo.

A firm due-out is representative of an item for which im-

mediate supply was not available, but for which a source of

supply has been established and action has been taken to

procure the item. A memo due-out represents an item for

which ivnnediate supply was not available and further action

is being taken to verify that the requisitioner has funds

available to pay for the item, is authorized to procure it,

and that a supplier can be found. The cost center manager

must monitor all memo due-outs to insure that positive actions

are being taken to procure those items that he still requires.

Firm due-outs must also be carefully monitored to insure that

a valid requirement still exists for the items listed. As

shown in Figure 11, a certification of valid need for the

items is required from the cost center manager.

It is important to monitor the due-out list to in-

sure that items have not been accidentally cancelled and that

excessive back order delays have not been incurred. Analysis

of the Organization Cost Center Due-Out List in this manner

will provide the cost center manager with an indication of

the trend of supply support he is receiving. Supply diffi-

culty letters can be generated and justified due to exces-

sive back order delays or accidental cancellations of orders.

Although such letters do not Cuaraiice faster dolivery
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times, they do tend to insure that appropriate attention is

being provided in order to procure the items that have been

ordered. An effective cost center manager must insure that

all available and appropriate supply actions are being taken

to provide his organization with those materiels required

for the successful accomplishment of the cost center's

mission.

The Organization Cost Center Due-Out List is avail-

able on an "as required" basis. Generation of the report is

recommended at a frequency not to exceed twice per month

since any changes in the status of a due-out would be re-

fleeted as a due-out release (DOR) or due-out cancellation

(DOC) in the Daily Document Register. The Organization Cost

Center Due-Out List reflects the document number, the stock

number, type of item, unit of issue, the Expendibility-

Recoverability-Repairability-Category (ERRC) code, request-

ing shop, cost, and due-out status. This is the only listing

providing detailed information on the status of existing

due-outs from the stock fund.

Organization Cost Center Record List

The Organization Cost Center Record (OCCR) List,

as illustrated in Figure 12, is the last of the Materiel

Mxpense Management Reports. This report is designed for the

joint use of the Chief of Supply, Accounting and Finance

materiel accounting section, and the cost center manager.

The report includes an indicative data section which de-

scribes in detail the nuLuat*. of0' t, oriý.iza'ion. A
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"Financial Summary" recaps the OCCR status from fund target,

net issues, and balance of due-.outs for both supply and

equipment monies. A glance at this section indicates whether

or not enough ftuds are available to pay for existing due-

outs. This is very significant because the supply computers

are programiied to cancel issues if funds are not available

and sell the item to someone else, or declare the item sur-

plus 5o the stock fund requirements and direct transfer of

the item to Redistribution and 'Marketing for disposal. This

is not only costly to the Air Force, but detrimental to the

cost center's mission since it must now re-requisition the

items and repeat the due-out cycle.

A historical summary of the materiel financial

transactions for the cost center appe, as on the right side

of the report. The first section reflects the net issues

during the current fiscal year which have been charged

against the operating budget. All costs are showm by the

Element of Expense investment Code (EEIC), which identifies

what types of resources were used. 1 The second section

sbows those net issues of the current ycar that were not

charged against the operating budget. The final section

reflects the net stock fund issues made to date for the

current month.

1 U.S. Departmont of tho A.1i, o'rce, T.-,.ý.,!- AM,
178-X, p. 2-10.
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Summary of Materiel Expense Management ReportsSThe Materiel E.xpenso Management reports are in-

tended to provide the responsibility and cost center managers

with the tools they need to evaluate how effectively their

resources are being consumed. The Organization Cost Center

Record List presents a concise picture of the current status

of funds and the nature of expenditures. The Stock Fund

Sales and Returns Analysis indicates the net expenditures to

date by Federal Supply Group, wfnile the Organization Cost

Center Due-Out List depicts the status of items on back

order. The Daily Document Register is a journal of each

transaction affecting the status of requisitions and back

orders, thus making available to the manager a source for

verification and control of the activities funded by his

cost center. The Project Fund Management Report/Organi-

zation Cost Center Status and Reconciliation and the Project

Fund Management Record provide in summnry fashion the total

materiel activity to date and the authorized funding levels,

respectively. Total dollar values reported can be compared

from one report to another as an accuracy check. Figure 13

summarizes the different types of information that can be

found in the various Materiel Expense Management Reports.
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Chapter 6

COMPARATIVE ANALY2SIS OF THE CURRENT 14ANAGE1N'T

REPORTS AND EVALUATION CRITERIA

Introduction

The purpose of this chapter is to compare the

wing/base level management reports with the evaluation

criteria developed in Chapter 4. The criteria were defined

as the fundamental characteristics of management reports that

aid operating managers in the effective and efficient utili-

zation of resources. The current wing/base level management

reports were described in Chapter 5 to provide a basis for

comparison. The comparison of the current management reports

with the evaluation criteria is made in order to test the

following hypothesis:

The current wing/base level management reports
resulting from Project PRIME possess the fundamental
characteristics of management reports that aid
operating managers in the effective and efficient
utilization of resources.

Both the Management Reports from the Accounting

System for Operations and the Materiel Expense Management

Reports seek to provide the wing/base level manager with

the information necessary to plan for and control the

utilization of available resources. These two categories

*i of reports together comprise the reporting system to be

66
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evaluated. Although the cril-ria that have been developed

are general in nature, they will now be specifically applied

to the Wing/Base Level Reporting System in order to determine

the validity of the hypc hLosis. This will be accomplished

by stating each criterior., and then comparing the reporting

system directly with it. A conclusion of satisfied, par-

tially satisfied, or nc, . satisfied will be drawn for each

criterion.

Applicatic.. .f Criteria to the Wing/Base

i'vel Reporting System

.. The Reporting Spf'-tem Should Provide Timely Information
to the User

Satisfied

In genera)l, timely information is any information

that reaches the decision-maker in time for him.to evaluate

it, determine a course of action, and implement that action

in order to attain the desired effect before the problem

becomes unmanageable. The reports within the Wing/Base

Level Reporting System are generated 6t frequencies ranging

from everyday for the Daily Document Register to only when

requested for the Project Fund Management Report. The more

significant reports such as the Cost Center Report and the

Responsibility Center Report are normally produced monthly.

However, any or all reports can be produced on an "as

* required" basis within a day. This near instantaneous

generation of the mrnagement rcports gives the manager
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flexibility to request and.utilize the reports as the

situation dictates 1

For example, the Organization Cost Center Due-Out

List, which lists all firm and memo due-outs currently

reflected in the supply channel, is generally produced

semi-monthly. This frequency is enough to satisfy manage-

ment's needs under normal circumstances. However, as the end

of a fiscal year approaches, the cost center manager would

require this report more often for two reasons. First, he

must have sufficient funds available to purchase those due-

outs arriving prior to the end of the fiscal year. Second,

the manager must have sufficient funds available for the

purchase of current mission requirements. By receiving the

report more often, the manager is better able to accurately

estimate how much funds are required to meet the arriving

due-outs while still keeping sufficient funds available to

meet current demands. Thus, the reporting system has aided

the manager in determining 'how much is enough" by providing

him with timely information.

2. The Reporting System Should Provide Accurate Information
to the User

Satisfied

Accurate information, like timely information, is

dependent upon the relevant circumstances of the situation.

1There is a problem, however, with the use of "cn
demand" reports that should be mentioned. Managers must be
aware that cortrain rirt~s ;-ll no, bo output unless they 'Ire
requested and must .'-,ow --" nt ... , dto I r! -
ports. Otherwise, the roports will serve no usoful purpose.
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As James A. Huston states: ".. unless the information

is accurate, relevant, and current it serves no purpose." 11

From the manager's viewpoint, information is accurate only

when it truthfully reflects the resources consumed in

accomplishing organizational objectives. The degree of

accuracy is also a matter of concern to the manager. The

information needs to be accurate only to the extent that it

sufficiently serves the manager's purposes.

In the Air Force supply system, a computer generated

document is prepared to account for the transfer of materiel

items to the requisitioning agency. The same document re-

flects the stock numuber, description, and cost of an item

for charging expenses to the various cost center accounts.

The accuracy of the materiel expenditures can be verified

provided the recipient compares the items he receives with

the items described on the issuing document at the time of

delivery. As already noted, the Daily Document Register

reflects all of the materiel items charged to an organization.

The manager can verify the mathematical accuracy of the

reports by comparing the expense figure on his copy of the

issuing document with the corresponding entry in the report.

The computer compiles the materiel expenses of each organi-

zation and uses them as the basis for the dollar costs shown

on other wing/base level financial reports.

1 James A. hYuston, The Sinews of War: Army Logistics

1775-1953 (Washington: Government Printing Office, 1966),
p. 667.

I,r..-
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In the non-materiel areas such as civilian personnel

and temporary duty (per diem) costs, the Accounting and

Finance agency charges the appropriate cost or responsibility
center for the actual amount of the expenses incurred. How-

ever, in the military personnel area, ez.penses are based on

a standar.dized rate of cost for each assigned grade.

The wing/base level reports reflect the dollar

amount of the expenditures in each area rather than the

exact dollar and cents cost. This practice of eliminating

cents values on reports is called whole-dollar reporting and
2

is widely used in financial reporting. The lack of exact

precision in the reports does not detract from their useful-

ness to the manager since the further degree of accuracy

that cents would provide does not materially change the

significance of the expenditures.

3. The Reporting System Should Provide Understandable
Information to the User

Partially Satisfied

Financial reports are communicative devices which

seek to present the reader with a clea•, and concise rapre-

sentation of the situation. As Bower, Schlosser and Zlat-

kovich state: "Reports should be clear and complete . .

'U.S. Department of the Air Force, Resource
Manager's Handbook, Air Force Manual 178-6 (Washington:

'Government Printing Office, 1969), March 31, 1969, p. 4-3.
2 Bower, Schlosser and Zlatkovich, Financial

Information Systems, p. 47.
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(and) must be written so as to prevent misunderstanding.,

The wing/base level management reports present the cost and

responsibility center managers with a reasonably under-

standable picture of their expenditures. Although each

report is designed to serve a different purpose, a common

thread runs throughout the reporting system since each

report reflects activity iTh terms of dollar costs. The

dollar unit serves as a corm.on denominator that enables and

facilitates the joint use of different reports.

Several of the reports2 contain columnar headings

and line entry descriptions that are easily understood by

the user. However, other reports contain numerous codes,

abbreviations, and acronyms that obscure the significance of

the material presented. A prime example of this is the

PFMR/OCCR Status Report and Reconciliation report. From

this report title alone, you may or may not recognize this

as the Project Fund Management Record/Organization Cost

Center Record Status Report and Reconciliation. 3 Other

problem areas are in the use of abbreviated line entries

such as "GSP EEQ SF BF1,JO EQ", which represents "General

Support Stock Fund, Base Equipment Management Office

iBower, Schlosser and Zlatkovich, Financial
Information Systems, pp. 233-234.

2 Responsibility Center Report, Wing/Base Management
Report, Project Fund Management Record Report, Stock Fund
Sales and Returns Analysis, and Organization Cost CenterRecord List.

3 This report contains the -xupply and equipment funds
status of each cos' center within a rcpcn-ibiity c.nt.""r.

,,n. bli:,c n o.
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Equipment" and appears on the Cost Center Report. Further-

more, this abbreviation doesn't match very well the words it

is intended to represent. Also, the Daily Document Regi3ter

includes a significant amount of unidentified coded data as

illustrated in Figure 9, page 76. In comparison, the

Organization Cost Center Due-Out List, as illustrated in

Figure 11, page 80, contains a sufficiently identified docu-

ment number consisting of four types of coded data.

Some r)f these problems could be alleviated by

relatively simple changes in the reporting format while

others would be much more difficult to correct or improve.

For instance, the Project Fund Management Record/Organization

Cost Center Record Status Report and Reconciliation could

easily be improved by the addition of one line of heading

substituting a clear text title for the abbreviated title.

On. the other hand, the Organization Cost Center Due-Out

List and the Daily Document Register would 7'equire major

changes in report structure in order to replace abbreviations

with clear text and to provide appropriate columnar head-

ings, respectively. The important difference is that there

is a point at which attempts to simplify and improve the

reports must cease, and action takert to increase the user's

capacity for understanding the information presented in the

reports. Taken together, the wing/base level reports

partially satisfy the criterion of providing understandable

information to the user. Tha reporting system's chief

strength lies in the use of the co:inon denominator of dollar
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measurement, while its major weakness is in the excesAive

use of acronyms, abbreviations, and codes.

4. The Re-oorting Systerm Should Provide for Measurement of
the Activity Bein7 3:.anaged

Satisfied

The Wing/Base Level Reporting System measures the

performance of cost centers and responsibility centers in

terms of the dollar costs incurred in the use and con-

sumption of resources. Examination of the Cost Center Re-

port, the Responsibility Center Report, and the Wing/Base

Management Report reveals that resource consumption by

element of expense, by cost center, and by responsibility

center, vespectively, is measured in dollar units.

Similarly, all the Materiel Expense Management Reports

measure transactions involving supplies and equipment in

terms of dollar costs.

Dollar units are acceptable as a measure of the

performance of an activity for several reasons. First, a

dollar measuring iunit permits the addition of things or

amounts for reporting purposes. A typical activity uses

materials, equipment, and manpower in its operation. The

performance of the activity could be stated in pounds of

raw materials consumed, ho'rs of laboi" incurred, units of

output produced, or oth:ei: I's.,. measures. However, putting

such varied units all together in one report would be cn-

fusing. Although such a report would be entizely correct

from a descriptive poo.r of view, there :ould be no way to
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the types of decisions and actions that are involved, it is

more meaningful to express the performance of the activity

in a coimmion denominator, dollars. Second, a dollar measuring

unit facilitates the comparison of one thing with another.

For example, a manager may be considering the substitution

of one raw material fo.2 another. It can be readily de-

termined that an expensive material will actually cost less

than an inexpensive material only when the savings and ad-

vantages of reduced worker time, electricity, or storage

space are expressed in terms of dollars. Finally, the use

of a dollar measuring unit facilitates mathematical analysis

and computation. For instance, the aggregate operating costs

may be divided by units of output to establish a unit cost.

Or the amount of materials requisitioned may be added to the

amount already on hand minus what has been used in ordp to

establish what should be on hand now. In short, financial

data may be combined or related in various ways to establish

bases for interpretation, comparison, or forecasting future

results of operations. 1

Although the dollar is generally acceptable as a

unit of measurement, it has several drawbacks which should

be recognized. A dollar today does not have the samo value

as a dollar did yesterday or will have tomorrow. The dollar,

as with any unit of measurement, can be distorted by

"1Vatter, Accountinrr 1:easur oqicnts for F•''cial
Repon.ts., pp. )ý-6.
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individuals to their own personal advantage. Mianagers

must be resistant to attempts by individuals vdithin the

organization to distort the measure. For example, a trans-

* 'portation managert may cut back on bench stock fills or limit

the amount of maintenance performed in the motor pool as the

end of the fiscal yetr approaches and budgeted funds become

scarce. W-Thile these actions may help the manager, to remain

within the budget, their total effect on the organization

may be extremely detrimental. Flight line maintenance and

supply delivery vehicles may be reduced to a critical status,

thus negatively affecting the entire wing/base operation.

5. The Reportinr: Systcm Should Provide Information for the

Planning •roccss

Partially Satisfied

Managers must plan for the allocation of men,

materiel, equipment, and facilitie3 in accomplishing organi-

zational objectives. Basically, planning involves deciding

what to do, how to do it, and when to do it, 2  The Wing/Base

Level Reporting System partially satisfies the manager's

requirements for planning informiation. The manager is pro-

vided with some very important information for the develop-

ment of planning premises. The Management Reports from the

* ,, iGeorge C. Horngren, Accounting for Management
Control: An Introduction (.nglewood Uliffs: 1Prentice-hall,
inc., F)•t), p. 296.

2;i. i. Sch.wartn, "IýMS P!,nninr;," Dntn "i, X

(September 1, 1970), p. 1.
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Accounting Systeri for Operations provide the manager with

informatiorn on the consumption of manpower and materiel re-

sources and the budgetary fund balances which can be applied

to the various resources. Furthermore, managers uan see how

actual expenses compare to approved budget allocations. The

Materiel Expense Management Reports provide the manager with

detailed i f>orznation on the use of supplies and equipment

resources.

The Wing/Base Level Reporting System is useful to

the manager in the formulation of budgets. Budgets are a

very important type of plan to the military manager. The

budget of a governmental body is largely restrictive in

nature, imposing upper limits on expenditures for various

purposes which have been approved by the legislature. Gen-

eral business budgets, on the other hand, are an expression

of standards as to the best means of achieving certain ob-

jectives ,uider the conditions that are expected to prevail

during the period to which the budgets relate. 1 The nature.

of governmental budgets partially explains the heavy

emphasis on funds control that is found in the Wing/Base

Level Reporting System.

In order to aid managers in the preparation of

plans, the management reporting system should provide in-

formation which relates past expenditures to the conditions

1Gordon Shillinglaw, Cost Accountingi: Analysis and
Control (Homewood: i'.chard D. IrWin, Inc., 1961), p. 31.

L
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which caused the past data. to behave as they did.I While

the Wing/Base Level Reporting System provides information

on past and current operating performancs6 resource con-

sumption, and financial position, it does not relate these

factors to the accomplishments of the organization. In

other words, the reports do not show the manager what he did

with the resources he consumed. Such a condition hinders

the planning process since the plans developed by the man-

ager must be based on an analysis of the resource inputs
2

and the organizational outputs to which they relate.

The Wing/Base Level Reporting System provides useful

information for the development of planning premises and

budgets. However, since planning is hindered by the failure

to relate resource inputs to organizational outputs, it must

be concluded that the criterion of providing information on

the planning process is only partially satisfied.

6. The Reporting System Should Provide Information for the
Control Process

Not Satisfied

The Wing/Base level Reporting System does not

facilitate management control. The control process re-

quires (1) the establishment of standards, (2) the meas-

uring of performan',e against these standards, and (3) the

iLeon E. Hay, "What Is An Information System?"
Business Horizons, Volume XIV, Number 1, February, 1971,
p. ;7.

2 Shillinglaw, cost Acconntin•: Analysis and Control,
p. 23.
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correcting of deviations from standards and plans. The

Wing/Base Level Reporting System adequately measures the

a performance of an activity, but it does not report stand&rds

for use by management in making comparisons. The com-

parison of actual performance against a standard was pre-

viously identified as the essence of contr~ol.

An analysis of the Management Reports from the

Accounting System for Operations reveals a somewhat feeble

attempt to provide the manager with standards from which he

can make comparisons and quickly spot significant deviations

from the plan. By calculating "percentage norms" for the

specific time period involved, the manager can supposedly

make meaningful comparisons with his actual performance.

The "percentage norms" are available from the base budget

officer and not actually printed on the reports. They are

merely expressions of the percentage of time that has elapsed

in relation to the current semi-annual period and to the full

fiscal year. For instance, the "percentage norms" for re-

ports as of 31 October would be 66 2/3% of the cumulative

quarterly programs (July-December period) and 33 1/3% of the

full annual program. However, these norms are of little if

any use in actual practice. The calculation method assumes

that resource consumption is evenly distributed thuoui>out

the year. In other words, seasonal factors and increases

or decreases in mission operations are disregarded. There-

fore, these norms cannot be considered standards.

The Wing/Baso Level Reporting Sysotem fails to provide
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the manager with meaningful standards on which he can base

comparisons in evaluating organizational performance. The

manager must construct standards intuitively each time he

examines the reports in search of deviations from the plan.

Therefore, it must be concluded that the Wing/Base Level

Reporting System does not satisfy the criterion of pro-

viding information for the control process.

7. The Reporting System Should Provide Information on
Trends

Partially Satisfied

Managers are made aware of trends when current

performance is reported in proper relationship to previous

experience. Ideally, reports should include the following

types of information each time they are output to manage-

ment:

1. Historical activity for the preceding six to

twelve reporting periods.

2. Current period activities.

3. Cumulative results.

The outputs of tho Wing/Base Level Reporting System

include information on the current period's performance as

well as cumulative totals for the quarter and the year.

The manager gets some indication of the trend of expendi-

tures by analyzing the cumulative totals and current

1 For example, the Air Force Logistics Command D056
Product Performance Reporting System reports trends in an
excellent manner. In addition to thos foatures i,!cnticflC(i
above, the D056 repoot:-:' sy"t: ..... "'"0 .... in
narrative form of the nature of the trcnds being evaluated,
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activity. However, he does not get a complete picture of

related performance in the past since the reports do not
14*

include the historical performance of previous periods. The

inclusion of historical data on the reports is a very de-

sirable feature that facilitates the observation and analysis

of trends. Of course, the manager is not precluded from

saving the reports for file reference or charting the infor-

maticon over time if he is so inclined. For these reasons,

the Wing/Base Level Reporting System only partially satisfies

the criterion of providing information on trends.

Summary of Comparative Analysis

The results of the evaluation of the Wing/Base Level

Reporting System are sxnmnarized in Table 1, where each

report is individually rated against each criterion. The

conclusions drawn for the two report categories and for the

overall Wing/Base Level Reporting System are based on the

arbitrary decision rules stated in Chapter 2.

Two reports from the Materiel Expense Management

Report category, the Project Fund Management Record Report

and the Daily Document Register, were considered "not

applicable" for rating against the criterion of providing

information on trends. The Project Fund Management Record

Report is issued only when budget targets are changed in the

operating expense budget of an activity. This report is

primarily a verification device for the monitoring and

validating of the budget target ch.n..e,; and is not intended
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to provide information on trends. The Daily Document Regis-

ter also is not intended to provide information on trends.

This report is primarily used by the cost center manager to

review the nature and type of materiel transactions that

occur on a particular business day.

It can be seen from Table 1 that the Wing/Base Level

Reporting System fails to satisfy the criterion of providing

information for the control process. Therefore, the

hypothesis must be rejected since the Wing/Bat;e Level Report-

ing System fails to satisfy or partially satisfy all the

evaluation criteria.

4'

,[
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Chapter 7

SUMMARY AND CONCLUSIONS

The purpose of this thesis was to define the

characteristics which should be found in a reporting system

that aids managers in the effective and efficient use of

resources and to determine the extent to which the Wing/Base

Level Reporting System meets these characteristics. The

characteristics which should be found in a reporting system

were developed through a comprehensive review of the liter-

ature pertaining to the areas of management reporting and

management information systems. These characteristics be-

come the criteria by which to evaluate the Wing/Base Level

Reporting System.

The major emphasis in the literature review was

placed on material relating to management information systems

in the commercial business sector. The literature from

governmental and military sources primarily provided back-

ground information and descriptive material. This approach

could be taken because both public and private agencies are

concerned with the effective and efficient use of resources

in the accomplishment of organizational objectives. Despite

the differences that do exist between nonprofit organizations

and profit-oriented companies, the reporting s-ntem for each

type should share the sameu basic chnractcristics.

103
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Summary

The Department of Defense has developed various

resource management systems which are oriented to the needs

of managers at all levels. In particular, a reporting

structure to aid Air Force wing/base level managers in the

effective and efficient use of resources has been established

as a result of Project PRIME. The Wing/Base Level Reporting

System consists of the Management Reports from the Accounting

System for Operations and the Materiel Expense Management

Reports.

The basic problem addressed in this research was a

test of the hypothesis that the current wing/base level

management reports resulting from Project PRI1E possess the

fundamental characteristics of management reports that aid

operating managers in the effective and efficient use of

resources. Several actions were taken in order to test

this hypothesis. First, a definition of the characteristics

which should be found in management reports that aid man-

agers in the effective and efficient use of resources was'

formulated (Chapter 4). Next, a description of the manage-

ment reports currently utilized at Air Force wing/base level

as a result of Project PRIME was prepared (Chapter 5).

Finally, an evaluation of the Air Force wing/base level

management reports was accomplished through comparison with

the characteristics which should be found in management re-

ports that aid fun,'lonril managors in the effective and

efficient use of resouroes (uhapteo 6).
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Conclusions

An examination of the literature pertaining to

management information systems and reporting systems pro-

vided the basis for the criteria which were used to evaluate

the wing/ba,-e level management reports. The criteria are:

16 The reporting system should provide timely

information to the user.

2. The reporting system should provide accurate

information to the user.

3. The reporting system should provide understand-

able information to the user.

4. The reporting system should provide for measure-

ment of the activity being managed.

5. The reporting system should provide information

for the planning process.

6. The reporting system should provide information

for the control process.

7. The reporting system should provide information

on trends.

Each of the criteria was considered of equal importance for

evaluation purposes. Furthermore, it was decided that the

Wing/Base Level Reporting System must satisfy or partially

satisfy all the criteria in order to accept the hypothesis.

It was concluded that the Wing/Base Level Reporting

System satisfies the criteria of providing timely infor-

mation (Criterion Number 1), providing accurate information

(Criterion Number 2), and providing for measuremon, of the
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activity (9r'iterion Number 4). Hoioevor, the hypothesis must

be rejected because the Wing/Base Level Reporting System

fails to satisfy to any extent one criterion. The criterion

of providing information for the control process (Criterion

Number 6) was not satisfied. The Wing/Base Level Reporting

System fails to provide the manager with standards on which

he can base comparisons in evaluating organizational perform-

ance. It was pointed out in Chapter 4 that standards are

necessary for the control process.

Though not contributing to rejection of the

hypothesis, several areas of weakness were indicated by the

criteria which were only partially satisfied. The Wing/Base

Level Reporting System only partially satisfied the criteria

of providing understandable information to the user (Cri-

terion Number 3), providing information for the planning

process (Criterion Number 5), and providing information on

trends (Criterion Number 7). The Wing/Base Level Reporting

System makes extensive use of codes, abbreviations, and

acronyms that obscure the meaning and significance of the

information presented. Ftuthermore, the Wing/Base Level

Reporting System does not relate resource consumption to

the accomplishments of the organization. It was explained

in Chapter 6 that such a condition hinders the planning

process since the plans formulated by the manager must be

base.d on an analysis of resource inputs and the organi-

#zational outputs to which they relate. Finally, the

Wing/Base Level Reportin, System 1does not include in[or.-.,ition
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on the historical performance of previous periods. Trend

analysis is facilitated when the manager is provided infor-

mation on historical performance, current activity, and

cumulative rosults. The omission of historical performance

makes it difficult for the manager to get a complete picture

of related perforiaance in the past.

The Wing/Base Level Reporting System is weak in the

areas of understandability, planning information, and trend

information. These deficiencies can and should be corrected

through relatively minor changes in the computer programs

and data files used to generate the reports.

Recomimendations for Further Study

The failure to incorporate standards into the

Wing/Base Level Reporting System is a serious deficiency.

Action will ultimately have to be taken to correct this

deficiency if the system is to be used successfully by Air

Force managers. This problem can be resolved, however it

was beyond the scope of this research.
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