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The objective of the study is to determine if the Navy

is following sound implementation procedures when a new

system is introduced into the organization. Case studies

are employed to determine what problems occur in a specific

implementation process inl whether or not the problems which

di1 appear could have been avoided by an improved

implementation process. This objective is accomplished

through a comparison of theoretical iodels of change and

implementation procedures found in a-counting and related

literature to the actual implementation procedures employed

by the Navy in the case stadies. the conclusion of the

thesis, although the sample size was limited, is that the

Navy does have a sound process for implementing change in

its management ccntrol systems and thit the implementation

process is used.
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I. $ROUCTIOV

A. RESEIRCH QUESTION

The Navy has requestel for FY83 1 $71 billion budget for

Fiscal Year 1983. Within this budget request the largest

single appropriation is for Operations and Maintenance of

the Navy at $19 billion. According to the Navy Accounting

and Finance Center (NAFC), there are over 7000 Naval

activities for which financial accouating is required.

Adlitionally, the Navy has 43 major accounting systems, of

which 33 are approved by the General Accounting Office (GAO)

and the Office of Management and Budget (OMB). these

accounting systems are part of the broader management

control system which is designed to assure that resources

are acquired and used efficiently ani effectively.

Implementation or changes to these systsms can affect the

efficient and effective use of the .9vy's resources.

The purpose of this thesis is to attempt to answer two

questions concerning th= implementation of management

control systems within the Navy. rhe guestions are:

1. Does the Navy have 3 theoreticilly sound process for

implementing change in its management control systems?

*I 2. Is the implementation process ised?

9



a) If the implementation process is not ased, why?

b) If the implementition- process is used, how is it

used?

B. OBJECTIVE OF THE STUD!

The objective of the study is to determine if the Navy

is following sound implementation procedures wher new

system Is introduced into the organization. Case ;.udies

are employed to determine what probleis occur ia ;ec.f.-

implementati&on process and whether or rnot the problems which

did appear could have be-at, avoided by an improved

Implementation process. rhis objective is accoaplishzi

through a comparisi.6on of a theo)retical model of change and

implementation procedures found in accounting and related

literature to the actual implementation procedures employed

by the Navy for the case studies.

C. RESEARCH MET HOD

Zrn'rrmation gathering f or = --is inclaied 1librat,

r=_s~a:, phone conversations wi_':h 2 :onnel fromi the lavy.

Acc' -un. and F7inance :enter ('.A.7: -:he office : th v

Coaptroller (NAVCOMPT), '-,e Flaet ia:=e:ial Support Office

(YISO), the Naval Supply Center (NSCI San Diego, and

personal. interviews with personnel from the Naval



Postgraduate School (NPS) :omptrollec and Adm~nstra::ve

Sciences Departments.

D. THESIS ORGANIZATION

Chapter II provides -a aackgrouni in the subisc-s of

management contrcl and implementation. This chapt:er =eviws

* the management control and system imolementation literature.

In Chapter III the author examines two models o)f

organizational change. In preparatio)n for three case

studies of implementati..or., inP :hapte: IV the aathor reviews

the history of the Integrated Disbursing and Account in g

Fiaancial Management Systax (IDAFMS) adopted by the Navy; a

change in the guidance with regard to expernse/investment

criteria which affect the employmsit of Navy appropriations;

and the implement-ation of selected st~andardized and

coiEsolidat-ed financial documents. In Chapter V, the case

studies are used to exazaa the implizentation 3f a specric

porti-on of the Integration of Disbursing and Accounting

(IDA) as it was implemented at the Naval Postgraduate

School; the change in the qxpense/investment 'o:e~n; anrd

the implementation of the :hanged stindard documents. The

implementation procedures employed a:9 compared to --he

theoretical implementation prozedurss iiscussed in Chapter



II. Chapter VI provides =3nclusions and recommendations of

spacific Navy management zontrol system implementatior

processes based on case staidies.

12



In order to review the Navy's method of implementation

of management control systems, itis necessary to have an

unertadig of managemeat control and implemeatation of

* management control systems. This di.scussion w-l provid

informati-on, first to understand the general makeup of a

man-agement control system, how the partsaerlaea-

sec-ond, to identify key steps and relationships necessary

for successful inplementation. The intention i-s for this

chapter isto provide an overview of managemen+, control

systems. Additional readings are suggested for reade-rs wh-o

desire7 -c investigate tas iateria. -i gr:eater detail.

The management control sec-:-ono :his chapter inrcl"ud.zs

a 1f-:7-*t~on and general discuzzo. accountiaci and -:hz

f:rPal -aanagamen' control syst-= 1 z-:)?-cludes with a

discus.-cn of the management cor:rol D:ocess. -7,e secon,-

sec,:on of this chapter discusses imolementation and

provides a discussion of the problems associated wit6h

4 implementation, defir.iti-on of implementation, an example of

implementatifon models, an! concludes with a discussion of

how to avoid conflict wit-h the implenentation procsss.

13



A. MA AGEMEET CONTROL

Management ccntrol is lefined as the process by which

management assures that aa organizat'on carries out .ts

strategies effectively anl efficientLy [Ref. 1:pg. 31.

Management contrcl is part of the la.ger planning and

control process which inclades strategic planning and

operatior.al control. Strategic plaaaing involves the

determination of the broad goals of the organization, as

well as the procedures foc obtaining the goals. Strategic

planning is a predictive process dealing with the external

influences on an organization. The Durpose of the process

is to determine policies which will enable the organization

to achieve its goals. 3perationa! cDntrol, on the other

hand, attempts to assure that the tasks of the organization

are carried out as efficiently and affectively as possible.

Operational control is concerned with the day to day

operations of the organization, with specific situations or

organizational tasks [Ref. 2 :pg. 401-415]. Both strategic

planning and operational :ontrol are necessary for an

organization. This thesis is concar ed with management

control.

I-

h1



Cammann and Nadler rEaf. 3:pg. 65-66] have studied this

area and raise the question as tc why there should be

management control systems. Many organizations tend 4o

spend large amounts of mony, time, and effort on control

systems, only to find that their orgianizational

effectiveness sometimes decreases. rhey contend the

de:rease in effectiveness occurs because managers tend tc

want to modify the systems. This oc:urs because most of the

control systems used are essentially performanze measurement

systems (i.e. budgetary, nanagement information, and

- fiaancial accounting) and the manage.s attempt to improve

the technical aspects of the system. Cammann aad Nadler

argue that managers should be trained and devote their time

to use of these systems, instead of spending an inordinate

amount of time trying to iaprove the technical ispects of

the systems.

1. A_2ontina ... tm_3

The management control systen is broken into two

types of control systems. First, there is admiaisZra-ive

control which deals with tie plans of an organization, and

its procedures and records which are associated with

financial transactions. 3econily, there is accounting

" 15
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control, which places its emphasis on safeguarding assets,

and the reliability of financial racoris.

Herbert [Ref. 4:pg. 123] argaes that a good system

of management control emphisizes internal control. The

management control system should include a s-atament and

plan for accomplishing objectives, pDlicies and practices

for departments and entities, and lastly, an effectiv .

system of review at all levels.

Through the use of an accounting system, moni-oring

of performance can be accomplished and a determination made

to assure that actual performance is in accordance with the

organizational qoals and objectives. The accounting system

provides historical informition whic2 is operati.onal in

nature with regard to cost. The management control system

then uses this information as a basis for estimations of

whit cculd and should happen in the future. This

information is then used as an input to strategic planning

[Ref. 1:pq. 101.

Additionally, azcoanting data and its iaterpretation

are useful for evaluating nanageri!a effectiveness. This

relates directly to the definition of management control,

which emphasises carrying out stratagies "efficiently and

effectively."
:I
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This section has ?covided a brief description of the

relationship of accounting to managenert control. Appendix

a provides a more indepth look at ac-ounting, including

discussions on both the Federal and .avy systems. The next

sections are an attempt t3 show the dynamic natare of the

management control system. Included are definitions of key

steps in the process and a descriptiDn of the connection

between independent variables and zoatrol tools.

2. The oral lanaanment ControL System

Anthony and Herzliager note that the management

control process takes place in an organization which

"already exists, has goals, and has decided on broad

strategies for achieving these goals." (Ref. 1:pg. 14].

The organization has both in informal and a formal

str ucture.

The informal structure is primarily comprised of

individuals and small groups, with their own informal goals

and objectives [Ref. 1:pg. 14]. The individuals and small

groups may or may not be aware of tha broader goals of the

formal structure.

Contrasting with the informal structure is the

formal structure which has the overall mission objectives, a

17



structured functional hierarchy, and a formal -ommunica-ion

network. The management control system is designed for this

formal organization. The steps in such a formal management

control system are the following:

Poro ing. Within the framework of programxing

decisions are made regarding major pcograms, goals and

strategies of the organization. The Programming step

adjusts the broad goals and strategies.

"..,. B nc. Within the framework of budgeting a monetary

plan is developed for a specific timeframe and

responsibility is assigned for usage of organizational

resources. The budget spezifically addresses organizational

objectives and is a reference for the monitoring of

financial activity.

:-e) i_.g and Measurement. Within the framework of

operating and measurement, resDurce onsumption and

organizational outputs are noted. This helps assure that

the organization does not exceed its normal budget.

R n n Within this framework accounting

and other information is sammarized, analyzed, -nd reported.

Comparisons are made of planned versas actual iiputs and

outputs. [Ref. 1:pg. 14-17]

1
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Figure 2.1 phases of ma1;qment Control.

Fiqure 2.1 shows tie ralatioaship of the steps of

-the management ccattol system. Eazh step recurs in a

regular cycle, and is inflienced by zxtzrnal, raelevant

information on a conti4naial, systaaa--iz bas-is.

Amigoni [ERef. 5:p;. 279-2911 ]liscusses designing and

inIDlementing management coatrol systems. The discussion

highlights three items. First, thera must be a Isfiri-'ion

of the charaateristics :)f the gaiaonand its

41
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environment which actually influence the managemnnt control

system. One of the characteristics liscussed is struc-ural

complexity. Structural complexity relates to the number of

responsibility centers within the organization as well as

the overall size (divisions) of the organization and

information demands. For example, consider the case of the

lone entrepreneur, who in a sense is the entire

organization. The entrepreneur makes his own dacisions and

requires only information that he sees as relevant to make a

decision. This can be contrasted to an organization with

many individuals and sub-uaits with their own goals and

motivation which is likely to have demands for more and

different information. The individuil entrepreneur

represents a single point of contact or receptor. The

larger orqanization, however, has multiple contact points or

receptors. Differences -a the structural complexity affect

how the organization relates to its nvironment. It can be

said that the entrepreneur organization has lov.r structural

complexity than the organizatio-n with many individuals and

subunits. A prime concern when implementing managemeat

control systems is the relationship between the environment

and the organization. Whn developing a management control

L" 22



system, the organization aust be awace of the needs of the

environment. A concern for managers is the signal received

from the environment and how to react to the signal.

Amigoni's second point is the identification of key

features of a mamagement control system which will be

monitored. For instance, he argues that there are eight

distinctive features which can describe a manageuent control

system. One example, quickness, is the measure of how-much

time elapses between the occurence of an environsental event

and when a manager reacts. A second example is the degree

of detail of a ccntrol system. The degree of detail is

primarily concerned with the number )f aggregations in which

raw financial data is collected and clzassified. Amigoni's

discussion of features to be monit.-d indicates that a

major step in the design :f the manag-ment control system is

such an identification.

Lastly, Amigoni iaicated there should be a

relationship between the variables of the organization, key

features of the management control system, and control

tools. There are many comb inations Df independ-nt variables

of the crganizaton (e.g. size, structure, infczaition needs)

distinc+ive features (e.g. degree of detail and guickness),

21
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and control tools (e.g. financial a=counting, ratio

analysis, cost accounting, and operational budget). The

independent variables of an organization can influence both

the key features of a management control system and the

control tools. Additionally, the control tools can be used

to influence the key featares of the organization. An

example is cost accounting, which m impact the relevance

of a particular cost if direct costs are shown, and formal

responsibility, if variance analysis -s done.

Amigoni uses Figure 2.2 to ilicate the connection

between independent variables and control tools in an

organization (Ref. 5:pg. 291]. He a:gues that in the

relationship between independent variables and control

tools, -there is a trade off between which tools are used and

the corresponding degree of turbulence in the organzation.

In stable environments zertain controls work well, but

faltter as the turbulence increases. With an increase of

complexity, control tools =an be added and still function as

designed. An example of interpreting Figure 2.2 is in

examining an organization Df low complexity (i.e. an

entrepreneur) and a low degree of tacbulence (i.e.

environmental stability. All that iaty be required to make

23
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management decisions is the use of financial stLtemen-s. IfI

an organization has both high complexity and turbulence,

* numerous control tools may be required including a multitude

of accounting reports, models, and plans.

B. IMPLEBENTATION

The following section lefines implementatioa, revews

some general problems that can occur during implementation,

describes selected implementation molels, and concludes with

a review of methods to avoid conflict during the

implementation process.

1. I_ plementation Defined

Schultz and Slevin [Ref. 6:pg. 2] have several

descrptions of implementation. .First, in simple terms, it
is "best described in terms of organizati-onal change, in

particular, in terms of c~anges in decision makirg by

maagers." Schultz and Slavin credit Randall L. Schultz

(1975) for noting that "since aot ill changes -i decision

makLing are necessarily gooI, successful implementation would

refer nct only tc changed decision making but to improved

* dezision making." They ei.ohasize that there must be

organizational validity for some thin; to be implemented.

Compatibility with existiag organizational practices and

-24



user needs is essential. rhey conzlile their discussion by

saying that from a behaviorcal perspeztive, the successful

development and use of an implementation model or technique

results in "a positive chiage in o:ganizational

effectiveness." (Ref. 6:pg. 4]

Ginzberg (Ref. 7:pg. 85-87] says that ImpiementatiJon

is "a prccess of organi4zational chanje," and provides "a

* specific, tangible output, a produzt." In order for

Implementation to occur, tme user must believe that there

has been change and that his goals and objectives have been

met. Implementation is a process which may cover a lenrgthy

* t3e perifod, possibly, 2-3 years from the time the decis-on

imade to proceed with system development and the actual

dat e of usin*q the new sysit em (Ref. 1:pg. 541].

There are at least two views of the implementation

process, from the management s:ientist" and the aser. The

management scientist sees 1mplqmenta6.i:on as design thzough

the time that output is raeeved from a system, while -he

user does tot recognize aa implementation process as being

complete until the implemented system is functional

(Ref. 7:pg. 87]. Consileri1.ng the role of both parties, It

is not evident that the user is actually involval until

25



traininq begins prior to the operatio:n of the system. To

suamari.ze the process Ginzberg definas implemencation as

"bagi*nning with the first thought of implementing the sys--em

a nA not ending until the aser is satisfied that he i.s In

control of the system or hxas abandoned the proj.?ct."1

(Raf. 7:pq. 871

2. Iapiementat ion aroblem

why 4is implementation studiedl? one way management

decisions can be improved is through utilization of models

and methods, and this requires new aal seful applications

of models and methods. Also, continiing research on

i4mDlemenrztati*on will enhance the unisrstandina of

organizatifonal processes, theories ofE change, and behavioral

implica::-ons for organizational pe.-sormance. :Ref. 8:pg. 4]

One way to study the implementation process Is to

examine what actually goes into the ococess. Figure 2.3

shows a sample of what may go into the implementat io n

process. Initially, tharB is a probLem which his been

identified (the perceptioa of the pro)blem may or may not be

correct), along with a desire for a solution. rhe solution

is sought within the organi-zational joals and structurze.

Onze the "input" and "ageat" criterii has been specified or

25



determined, it is time for a model to be built to solve -he

correct problem. In the aext step the solution to the

problem is made available to the organiLzation. If th-a

solution is actually impleznented, then one woull expect to

see changes in the behavior or decision making of the

manager or organizational subunit 'Raf. 8:pg. 5-6]. in the

context of this example, implementation refers to the

"actual use of Operations Research/dinagement Science

(OR/HS) output that 'infl1uences' their decision processes."

f Organizations

ProblemsI

CntansProcessors - outputs EffectsI ontrinsModel Activity Change in managers'
Criteria building Prjct ehavior

Problem Chanqe in organization's

Agents Solving Models behavior

Researchers

[M~~Mnagers__ -

Figure 2.3 Ingredients of JR/MS Activity.

(Ref. 8:pq. 6] What do we now know? By using a process for

i-dantify-ing a problem -and solution, 'managers cia learn. how

the organization reacts.

27



* 3. ImgleMiiajion Molls

Implementation molels ire useful to show a

"" relationship between the lynamic human and organizational

elements. Implementation models als.o provides a means to

test hypotheses about implementation behavior. Models can

be used to synthesize what will happen with humia and

organizational relationships. A model, however, doss not

ne essarily explain nor jastify the entire implementation,

posbly only a portion of it "Ref. 3:pg. 9]. Figure 2.5

shows a collection of implementation models, depicting the

, many possible combinations of factor and variables which are

--* hypothesized as influenciag the implementation process.

Each of the implementation models have a general structure,

involving a dependent variable, whiza is some measure of

implementation, and indapea dent variables, which explain the

outcome of the iflementation process. Implementation -s a

S"functicn of some set of independent variables. rhe

0 independent variables differ from mol-.d to model but each

set of variables attempts to capture the most sinificant

influences of the implementation prozess. The analysis inr
0

Chapter IV attempts to utilize this view of implementation

*to show the degree of suczess with tie implementation of or

a change to a management zontrol system.
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A. Schultz and Slevin Ill

individual variables t Orgnztional validity.,,,,, Probability of successSmall group variables

Organizational variables Technical validity_ (of model)

B. Gibson (impled)

Personality type Perspectives of users

Business history and changes in it
Social history and Knowyledge of organization. Implementation

social structure by model builder ,-" behavior

Task pressures Characteristics of
model

C. San et al.

IlEight models presented by ife-cycle phase)
Structural

,vi.""Organizational 
implementation rate

Behavioral variables '

0. Soudu at al.

Organizational factors

Mode ~lNtrsc_ Willingness to adopt

Personal decision variables'

E. Schultz and Slvn 11)

General attitudes

Worth Intended use- Actual use

Specific attitudes

1 Performance Situational factors

2. Interpersonal
3. Changes
4 Goals
5. Support/resistance
6. Clientlresearcher
7. Urgency

F. Manley

Product technical advantages,
Top management support
Product urgency
Manager's behavior
Researcher's behavior l-Cient resistance- Probability of success

Hostility to OR/MS
Resistance to change
Produce complexity

Peer group behavior

Past performance

(Ref. 6:pg. 12-13]

Figure 2.4 Models 3f the Impl=mentation Process.
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The implementation process cin be greatly hampered

by the attitude of affeteI personnel, leading to an

unwillingness to cooperate and a refa.sil to participate in

design and operation of a system. Ein-Dor and Segev

[Ref. 9:pq. 153] discuss two major ciuses of conflict

between users and implezeators, "chaage resistance" and

"power relocation." In tha first case, they use the example

of how an imposed system, with all Df its uncertainties,

could frighten people and cause resistance to change. In

the second case, they suggest there could be affects on
managers with the impact they have within an organization,

and additionally, on the actual user3 of the systems.

Ein-Dor and Segev irgue that resistance which

becomes apparent Auring t a implementation process stems

from uncertainty and a feir of the uknown. Minimization of

the problems can be achieved through better communications,

which cculd allow employees to know the.ir role within the

organization, and instill i greater feelina of

participation. The folloting points, while they may not

guarantee successful implementation, are critical to the

6'i process (Ref. 9:pg.158-159]. rhey :e 9ensuring better
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-. ~G Luess~-

-uft ofmdl-Attd -- ----- - - I ------ I us

Quality ofDecision style -nd-idu--us
Situational and

personal variables> -"

H4. Sorensn and Zand

OR/MS Projects
Orandztoa ChneprcsOrandztoa Change processnttio

individual- (unfreezing, changing., mlmetto
factors refreezing)
(implied) (implied)

1. Mitroff (implied)

Self -understanding Mutual understanding Successful i mpleomen tation

J. Vertinaky. Barth, and Mitchell (broad categories of a complex model)

Personal factors
Group factors Specified -Use/implementation-
Organizational factors relationshipsI

I IPerformance Payoffs

K. HuyOtiFsiOii

Manager OR Capability

L---------.OR Modgl----------
4(implied)

OR Success

L. Reisman and do Kluyver (implied)

Client-sponsor relationship
Organizational setting Likelihood of

Task force organization successful
Implementation planning implementation

Communication of methodology (assessed a
and resulIts Systems factors- prori and

Technical data collection revised and
factors updated)

Validation 'efficacy"
Evaluation nrocedures
Manageriail involvement

(Ref. 6:pg. 12-13]

Figure 2.41 Contiaad.
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communication, organizati-onal committment to the sys-6.:m,

formal controls and evalit ion prozelares are establi-shr=3,

better understanding of organizat-onal goals, better role-

definition between users and implemeators, emphasis on

cooperation between interested partias, and improved

feedback on performance.

C. SUMMARY

This chapter has look~l at both the managemeat control

process, conflict within the organition, and a descziptiLon

of implementation. An important aspect of the atire

process are the behavioral considerations, and what must be

done to affect clange. The next chapter looks at two

theoretical chanae models. one modal will be used as a

method fcr analyzing the success of the iWmplementation or a

change to a management -oatrol system within a Navy

environment. The other modiel's func-tion is to help explain

the models used in the analysis.
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III. . Q! OF fl../

Management scientists are constantly attempting to bring

about change in an organization by applying models and

tezhniques to the problems of the Drganizations. During a

project, an influence relitionship d-velops between the

management scientist and the organization. ThS ultimate aim

is to cause change in the organization. Unfortunately, in

many cases the models are not implemented and little or no

change cccurs in the organization. *Ref. 10:pg. 217]

There is a natural tenlency on tae part of organizations

to resist change. Tndivil~ials within organizations becom

adjusted to stable conditions and over a periol of -_"e

performance of many tasks become routine and habitual.

Individuals learn how to satisfy their needs within this

stable environment. Change upsets t is stability and is

threatening. It introduces uncertaintv in organizations and

requires adjustment on the part of the organization members.

This resistance to change is sometimes benefic-al because it

provides stability to an organizatio2. When change is

necessary, this resistance must be overcome. "Ref. 10 :pg.

217 1
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Keen and Scott Morton E Ref. 11:p;. 190-192] argue that

most management scientists are indifferent to the main

concern of the decision maker which is "the use of the model

rather than the model itself." Wh.l the management

scientists are competing with peers trying to come up with

the best model, managers just want something that works.

The professional journals ire full oE "elegant" models but,

again, managers want "results." Keen and Scott Morton stats

that

"...while managers have ao clear idea or. how to

implement information systems, two things are clear:

1) Implementation is their first concern.

21, The manager's reality is the one in whizh
implement ation takes place; the technology to be used
aust be adapted to that c-ontext in3 not imposed on it."
[Ref. 11:pg. 192]

Implementation has thus far been described as a change

process. In order to eff.ct change, a systematic approach,

using valid models is essential. of the many models

available tc management scientists, two models, the

Lewin-Schein and Kolb-Frohman models of change, have been

proven successful and are discussed i.i this chapter.

a While the two models hive similarities, with regard to

the description cf individual steps, and what the steps

accomplish, the Kolb-Frohian can be iseful in helping to
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more fully understand the Lewin-Schein model. rhe

Lewin-Schein model is conz-rned with influencing the

individuals of the organization, thereby causing change.

The Kolb-Frohman model, while describing the change process

in the organization, is more a model of consultation which

facilitates the understanding of how to effectively

influence the individual "- the orgaaization.

A . LEWIN-SCHEIN

I Ja fre-zing

II
Re freezing -- __

Figure 3.1 Lewia-Schein model of Change.

The first model, the Lewin-Scheia model of chance, was

* developed in 1952 by K. Lewin -and expanded in 1961 by E.H.

Schein. Figure 3.1 depicts the three phases of the model:

(Unfreezing, Moving, and Refreezing.

The model steps are described is follows:

_ef ing. An alterati~n on the forces acting on the

individual such that his stable equilibrium is dis-urbed
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sufficiently to motivate him and make him ready to change.

This can be accomplished either by iazreasing the pressure

to change or by reducing some of the threats or resistances

to change.

qovjqi. The presentation of a direction of change and the

actual process of learning new attitudes.

Raefrjelln. The integration of the changed attitudes into

the rest of the personality and/or into ongoing significant

emotional relationships. "Ref. 11:p 199]

During the unfreezing 3tage the external influences are

felt-- "top management suport," "a felt need by a client,"

and "an immediate visible problem to work on." Nt this

point, there is a disconfirmation of existing, stable

behavior patterns; an atmosphere where one can safely -y

something new. (Ref. 13:pg. 58, 11:Dg. 88]

A key behavioral problem can hinler the unfreezing step,

the "resistance to change." This problem can be seen in an

environment where the neel for change is not perceived, an

environment where everything is operiting smoothly. I- is

normal fcr this resistance to occur -here there is no

obvious reason to change and is a :Ltical phase for the

implementors.
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Once the Unfreezing begins, a :hinge must o:ur, which

leads to the Moving stage. How much zhange, however depends

on how much of the external influences are felt by the

affected group. Moving reguires the presentation of

information necessary for :hange and the learning of new

attitudes and behaviors. 'Ref. 13:pg. 58, 11:pg. 88] This

process is difficult because of a pattern of relationships

and interlocking expectations in the organization that tend

to maintain the status guo. [Ref. 13:pg. 220]

During the refreezing stage the environment is again

stablized, or put into equiibrium. The final equilibrium

must be perceived as having a permanent place within :h

organization. This is possibly the uost important stage

siace the change is stablized and there is reinforcement of

new behavioral patterns. -Ref. 7:pg. 88.] Since

implementation is an iterative process, change should not

necessarily be stopped (permanently) at this point.

[Ref. 13:pg. 591

Ginzberg (Ref. 13:pg. 59-60, 7:pg. 88, 11:pg. 201] notes

the results of a study published by D.E. Zand and L.E.

Sorensen in 1975 of 250 management szience projects. Their

analysis indicated that when the Lewin-Schein model was

3
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Hi actively used, there was evidence of jreater project success

compared to a lack of the use of the model which related to

more project failures. The Lewin-Sc2ain theory of change

appears to "fit the reality" of impl.mentation. (Ref. 7:pg.

961 Based upon his analysis and the Zand and Sorensen

results, Ginzberg postulates that one factor which may

attribute to the failure of systems is that the consultant

leaves before the system is actually successfully

operational. This causes the Refreezing (the rarmination

step of the following Kolb-Frohman model) to be left

unaccomplished (Ref. 11:p. 941.

Ginzberg discusses two additional points made by Zand

and Sorensen. Poor perfornance at oae stage of the model

led to poor perfcrmance at a later stage, and there was a

strong association with the quality of activity at the

Refreezing stage and the overall project success

[Ref. 13:pq. 59 1 .

B. KOLB-PROHMUN

L: This model focuses on issues whizh are related to the

increasir.g of the effectiveness of tde change process. One

concern is the relationship between :1.ent and consultant.

To whom in the client orqanizatioa does the consultant

'33

,



relate'2-iiho influences who)m? How open will the client and

the consultant be with eazh other? What solutions are?

considr ed ? These questJions can be :-onsidrd ihi h

framework of a dynamic, seven-stage aodel cf the planned

change process. At the eal of thi-s section the s.-ven stages

will be compared to the thres stages of the Lewin-Schsir.

model. Figure 3.2 provides a description of --he change

proces. Dfiniions of the model steps are as follows:

Scoutirg. This is the atching o)f the capabiliti-es of1 t-he

consultar~t with the need of the orgaiization.

IX The problem sitaiation is ietfd;plausible

solutions to the problem ice identifled; criteria for

evaluation is established; allo)cation of responsibilities

and resources is made.

14 anoaj s. De finitio o f client's Derceive-d pcoblem and

goals for correcting the problem are focused on, as well as

_iari- q. Operational o)bjecti'ves ace defined; examination

of ways to reach objectivss are discissed; an action plan is

dev eloped.

Ngir The "1Best" alternat.ive solution to problem is

pursued; modi&fication to aztioa plan ismade.
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j!lua:Lin. EvaluatiJon is made of measurement variablEs

to determine If cbjectives are being met.

rermirati1-on. The user takes over the system completely

once cc--rect output is obti4ned ani training of user's is

complete. [Ref. 11:pg. 231-205, 7:p;. 88, l2 :pg. 54-61]

These stages are by no meaas clear-cit in practice. They

may occur sequentiJally or simultaneously. However,

articulation- of each stage providsa ovein way for the

consultant to conceptualize and recognize the stages inr his

pra ctice. [Ref. 12:pg. 52]

In Fi-gure 3.2, the arrows connecting the stages

ilustrate the general lavalopmental nature of the model.

The first fc-?edback loop, from planning -.o entry, defines the

need for continuing renegoti4ation with the cli-;ent in the

liJght of diagnosis and plianing activities. The second

loop, fzom evaluatilon -to planning, le-fines the nied f4Lor

using the evaluations of te previous actions to modi'fy

planning activities. [Ref. 12:pg. 541

The most critical step In this pcocess is the entry stsp

(Scouting determines whether a clie;.=nt/consult-at

relationship is feasible) . This step involves "ensuring

legitimac for acti-on."1 Some key points in the process

43
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,. I I
S=O uti2 g

....> Entry I

(1) Diagnosis

-PlanningI

A c 4 ib n (2)I I I I
I 1

Eva luation

Figure 3.2 Kolb-Frohman Molel of Change.

brought cut by Keen and S=Dtt Morton ire: the identification

of a felt need; the definition of goils in operational

terms; a need for a contrazt for chaiage; diagnosis and

resolution of resistance tD change, ind initial allocaticn

of resources and responsibilities 7R.f. 11:pg. 203]. The

entry step is also criticil bezauss this is the point where

"success" should be defin-l. Hence, evaluation can be made

based on whether earlier, Eirmly stated goals are being met,

not only in design, but as the proje:t is completed

(Ref. 11:pg. 2041. Ginzbe.rg (Ref. 13:pg. 59-60] did a study

of approximently thirty projects in orler to test this the
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7.

Kolb-Frchman model. One ..sult of his study paralleled the

findings of Zand and Sorensen in 1375, with their research

of 250 management science projects. Successful projects

more closely conformed to the change models, than did

unsuccessful projects. The stage most strongly associated

with overall success was Refreezing. A second result was

there were differences in how projects fit the

implemer-tation process. r e Unfr eezing stage (zoncerned

with behavioral and organizational aspects) had the greatest

affect or. organizationally complex problems.

A comparison of the two models aai some general comments

will conclude this section. Ginzb_3rg 'Ref. 7:pg. 881

provides in Figure 3.3 a zomparlson )f the two models. The

first three stages of the Kolb-Frohman model, Srouting,

Entry, and Diagncsis are zoncerned with prepariag the client

for charge, the Unfreezing stage in the Lewin-Schein model.

Planning, Action, and some aspects of Evaluation parallel

the Lewin-Schein Noving stage, the z:ange itself, defining

precisely what it will be ind then pitting it into action.

The final phases, Evaluation and rIer.ination, relate to the

Refreezing process, the institutionalizing of the change

within the client system, and integriting the new model o:

system into the user's estiblished patterns of behavior.
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Kolbllrohman \ctivities l.*nderlu nk!

itage I %% in Schein

Scouting Client and consultant assess each other's needq and Unfreezing
abilities; entry point is chosen

Entry Initial statement of problem. oals, and objctives; Unfreezing
I develop mutual commitment and truit; establish

"'elt need" tor elianie

I Diagnosis Data --atherink: to detine client's felt problem and voals. Unfree/inekL ~ assessment of available resources i client' and con-
sultan:s

Planning Def[)cining specific operational objectives: e,,amlnation %lovine
* ofalternative routes ito those objectives and their im-
*pact on the or,,ani/,iti n: developing action plan

Fitlutio J Assssng owwell objectives were niet: deciding to Mlovine jnd
evolve or terminate erci:I

'i te ai owncr-hip" aind responsibility to th ihnt

Figure 3.3 Comparison Of TWO Sodels of Change.

C. SUMMARY

This chapter has Jlookal at two m~fIels of change, and

discussed the various steps of each a~del, as well as

highlighted the steps whin~ are the n~st Critical in the

implementation process. 3ne of the aoiels, the

Lewir.-Schein, wi1l be used to assist ina deteriination as

tc whether the Navy does hiave sound implementation

procedures in the case studies of z-hapter V. rhe next

chapter discussess the history of several managemtent control
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systems in use at the Navil Postgraduate School, as

background for the case studies.
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IV. ff.STRY OF SELECT j.&V M&A&jEMENT CONTROL SYSTEMS

This chapter discusses the background of three changes

which have been implementad within the Department of the

Navy, affecting fi.nancial Dperations at the field .evel.

The case studies of Chapter V examin.a the three zhanges as

they affect the Comptroller Department, Naval Postgraduate

School, Monterey, CA. rhe first chaae is the manner by

which financial information is entgred into the Navy

aczounting system. It involves a shift to the use of

interactive computer terminals. The second involves the

categorization of costs a3 either axosnse or investment

within the context of Navy's approprLations. The final

change concerns the promulgation of :evised standard Navy

financial documents.

A. BACKGROUND OF INTEGRArED DISBURSING AND ACCDUNTING

FINANCIAL HANkGEMENI SYSTEH (ID&FMS)

For quite some time (about 40 years) the Navy has

operated its financial systems on two simultaneous avenues--

obligaticn control and reporting -nd disbursments for

billing and expenditure reporting. rhese systems have

4
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tended tc provide conflicting "nformatIon as they report=d

different expenditure valies for the same periods and

activity. This difference, called undistributed

disbursements, has been a sourze of =oncern to Navy

financial managers. As part of the Secretary of the Navy's

Financial Management Improvement Plan (FMIP), the Navy

initiated a program to improve the timeliness and accuracy

of financial information obtainable through the accounting

and disbursing system. Due to the processing methods, ths

requirement for hard copy documentation and reliance of the

Spostal system for data transmission, the pre-IDA financial

system was inadequate in providing timely and accurate

accounting information. En addition, the need for

memorandum records, duplicate files and multiple

reccnciliations resulted in the poor utilization of

aczountirq resources. rhe IntegratiD of Accounting and

Disbursing (IDA) was designed to reduce/eliminate

-un-isbursments and improve the accuracy and timeliness of

financial information, while reducing the costs associated

with the process. [Ref. 14:pg. 26] 4s the name implies, IDA

will combine the functions of disbursing and aczounting i nto

a zentralized unit which iill be mor.- responsiwe to the
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requirements of management. IDA does not change the basic

features of the system, oaly the method of reporting and

processing of financial data and the roles of the parties

involved. The changes to repcrting ind processing are to be
~accomplished through the use of auto~ated data processing,

advanced telecommunication techni u-3 and a centralized,

integrated database. [Ref. 14:pg. 2i-27]

The basic objective of transaction processing under IDA

is to integrate the accounting and disbursing functions into

a single transaction database by using modern ADP and

telecommunications technology. To acomplish this, a single

set of dccuments will serve as the official accounting

record. Successive entries, such as obligation or receipt

data, are limited to only those elements required to update

or expand the previously established records. 'Ref. 15:pg.

41]

Customer activities of the Authorization Azzount ng

Activity (AAA) (to be r-named as a Financial Information

Processing Center (FIPC) under IDA) will be provided with

remote terminal devices to permit entry, inquiry and

retrieval of infcrmation in the database. The remote

terminals will eliminate the need to perpetuate or
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regenerate hard copy transictions mi thus eliminate or

reduce other duplicate files being maintained for accounting

and disbursing purposes. A single set of document files

will become the sole support for all financial transac-ions.

(Ref. 15:pq. 41]

Integration of the iata base is tD be achieved through

the development of a new qIvy Financial Information

Processing System (FIPS). The FIPS will consist of a

Central Accounting and Fi ance Offic- (CAFO), 15 Financial

Information Processing Centers (FIPCI and 3 Financial

Processing Centers (FPC) . Utilizing the telecommunications

network and automated data processing techniques, the FIPS

coaputer system will enable the on-line activities to have

and exchange information. One factor considerel in the

program design Is that fiaancial data in the system should

be available within 24 hoars. [Ref. 1':pg. 27]

Under the direct control of the Iavy Accounting and

Finance Center (NAFC), the CAFJ will be responsible for the

accounting Jiscipline and control of the FIPCs. The CAFO

will be organized as the zantral data base, maintaining the

summary accounts used to orovide the required information of

higher authorities. [Ref. 14:pg. 27]

----- -



The case study of Chapter V exam; nes the implemsn-ation

of activity input via on-lins interaztive ADP eguipmenZ with

the financial data base as it occure5 at the Naval
Postgraduate School (Comptroller Department).

B. BACKGROUND OF THE CHANGE OF TO THE EXPENSE &ND

INVESTMENT CRITERION

Three types of costs ae identified in the Five Ysar

Defense Program. They are: expenses; investment costs; and

research and development costs. The change in uidance on

dollar limitations for expense and investment of Navy

appropriations is described in this section.

The Navy requested (by a letter dated 30 Mar 1976) and

was granted from the Office of the Secretary of Defense

(OSD) approval to increase the threshold for investment of

items of $1000 to items of $3030 and greater. Consequently

the threshold (maximum) foc expense iteims has been increased

from $999.99 to $2999.99. Generally speaking expenses are

coasidered to be the costs of items 3r services which are

consumed in operating and zaintaining the Department of th s

Navy. Expenses are financed by two basic appropriations,

the Operation and Maintenance (O&M L.i Military Personnel

(P) appropriations. Investments, or. the other hand
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represent the prccurement of asse-.s such as equipment.

Investments are financed via the Prozurement or lilitary

Construction appropriations.

As discussed above, the cost of equipment (unless

specifically excluded) whi=h at the time of obligation are

less than $3000, are considered to b- expenses. As exerpted

from the NAVCOMPT Manual, Vol. VII, -xpenses inzlude:

1) labor of civilia. an! military personnel, including

contractual labor;

2) rental payments on leases for squipment ad

facilities;

3) food, clothing and ?)L items;

4) expendable supplies ind uaterials;

5) items designated for stock fund management in the

central supply system;

5) maintenance, repair, overhaul, and rework of

investment items, including real property facilities;

0 7) assemblies, spares and repair parts which are not

designated for centralizel management by an inventory

control point in the central supply system;

3) general motion piztice procurc-ent and development;
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9) al other equipment items not in the prece-ding

categories which have a unit value of less than $3000 and

which are not designed for centralized individual item

management by an inventory control point in the =en:ral

supply system.

Investments are defin.eI as costs of capital assets of

the Department of Defense such as the real property and

eqaipment that provide new or additional military

ca. abilities or maintain .xisting ca:abilities. The

following criteria, exerpt.d from the NAVCOMPT lanual Vol.

VII, will be used to deteraine those :osts to be classified

as investments:

1) All items of dquipment, including assemblies, spares

and repair parts, which are subjact to centralized

individual item management and asset zontrol by an inventory

manager or an inventcry control point in the cantral supply

system.

2) Other items of equipment, except those listed under

expense, having a unit val e of $33 0: more.

3) Construction, including the zos" of land and rights

therein (other than leasehold).
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K ~4) The cost of labor, kits, assemblies, equipment a

material for ship construztion or =oaversion.

5) Any cost designated as expense under the Investment

catecoriLes, when included in the prolaction or construction

of an Investment item, =exzapt milit11-ary personnel.

The following i;nforzationr was provided from Mr. Mrt

of the office of the Naval Comptroller (Code NCB-5/OP 925).

During the decade of the 1970's, inflation caused the

procurement of numerous items to slip from expense to

investment categorization. and finanoing because o)f the? ri-gid

$1300 th'Zeshhold. Numerous audit axoeptions with regard to

vio:lations of Revised Statutes 3676 tad 3679 have been

reported as a consequence o)f non-alhmerence to the existin-g

expense/investment. criteria. rypizally, the audit service

found that a field activity would o)bligate O&M funds for a

parti-cular item, because they always had. WiLth the cost of

goo)ds and services increasing, -,he $1000 expense threshold

was exceeded, thereby causing the vio)lations. Add.itionally,

the dulliLng of-, the buying ?ower of t $1000 threshold led

to micromanagement oiL expenditures oatside of the field

activity. Further, the procurement appropriatio:ns were

get* tng overloaded wiLth reguests fo:r irividual procurement
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items. Buying with O&M rasouz:es (with its low level

approval authority) is simpler.

As a result of the many problems with the unzhanged

threshold (since 1967), some Major Claimants coatacted the

Office of the Navy Comptroller (NACD4PT). NAVCOMPr queried

the Major Claimants soliciting data on the impart that -he

current threshold was having on their operations,

aszertaining the Major Claimant posi.ion was in favor of

* the increase to a higher level. The rsults of the

questions were analyzed, aad a request made to 3SD for

approval to increase the threshold from $1000 to $3000.

The request to OSD was approved and adjustments were

male from procurement to -cpense appropriations in a Program

Budget Decision (PBD) by )SD. A chan s was made to Volume

VII of the NAVCOMPT Manual and an inStruction was
promulgated to field act"ii which carr hn

_7'ie whc ared -he new

gui da nce.

The case in Chapter V examines the implementaticn of th .

new expense/investment zriterion at the local (field

activity) level.
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C. BACKGROUND ON THE IMPLEMENrkTI3N OF SELECTED

STANDARDIZED AND CONS3LIDArED FIWANCIAL DOCUMENTS

In this section the implementation of new consolidated

financial documents within the Department of th_ Navy is

examined. The change ivDlved th-3 promulgation of three new

NAVCOMPT forms and the caazellation of seven existing forms

which were superceded due to t4e consolidation process. The

three new forms are: rhe Irder for Work and Services

(N&VCOMPT Form 2275) ; The Request for Contractual

Procurement (RCP) (NAVC:MPr Form 2275) ; and The Voucher for

Disbursement and/or ColieCt ion (NAV:)PT Form 2277). The

forms which have been rapliced/super-_-ded are: NAVCOMPT Form

143 (Work Rsquest); NAVZO.1PT Form 252 (Navy Bill); NAVCOMPT

Form 2038 (Reque.t for Zontractual Prozurement; NAVCOAPT

Form 2044 (Funded Reimbarsible Work Estimate); NAVCOMPT Form

2053 (Project Order); NAVSJP Form 1153 (Contrac: Request);

and NAVMC Form 349 (Marine Corps Prozurement Reuest). In

addition -:o the forms which have besca supercedzi or

cancelled, the Navy has r .uirements levied by external

agencies to use the following forms: DD Form 448 (Military

6 interdepartmental Purchase Request (IIRP)) ; DD Form 448-2

(Azceptance of MIPR); DD Form 1131 (:ish Collection
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Voucher) ;Standard Form 1134 (Pubit:. Voucher for Purcnasz~

and Services Other than Personal) ; Standard For3 1080

(Voucher for transfers Between Appropriations a~ I/or Funds)

Standard Form 1096 (Schedule of Voucher Dedluctions) ; and

Standard Form 1097 (Vouzher to Effect :orrection of Errors).

The Department of the Navy has requested that an 18-month

exception to the present itindatory use of these forms be

granted in order that the aew forms be tested as

substitutes.

The process of implemeatation of the new financial

documents has transpired over five yaars. The zhange was

the resut of a Beneficial Suggestion by a Department of the

Navy employee. A committee of Navy ?ersonneal rev-Lawed the

suggestion for standard ition and consolidatio o

financiLa documents, and a proposal was sent, to all Major

Cailmants from -the Sezcre'tacy of the lTavy level. The

concensus of opi:nion from the lajor l:aimants was that the

4 forms had merit and should be adoptedI Navy-wide. The

committ_4ee made the sugge=szed changes and sent the proposed

forms out again to the Major Claimants. A comprehensive

discussion of the Intended change was provided wit-h each of

the forms, and a request for f-Inal :=_v!ew and advice of
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deficiencies with cortent Dr format tthat would prohibit

their implementation in Fiscal Yea: 1992.

The new forms were lesigned and tiested, the supply

system stocked with the new forms, and an -mplaomentatio

date for general adoption was e3staolished (1 ocr 1991).

Currently, with one year 3-0 use, tiere are no requests to

revert back to the supercaled or canzelled fcrms.

D. SUMMARY

in this chapter, three changes w --,.in the Department of

the Navy have been descri.bed. In thez next chapter three

case studies on how the c-iinges were Implemented at ths

Naval Postgraduame School ire presenited.
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V. C~~ §jUDIjZ OF SE TED NAVY H&GEMENT CONTROL SYSTEM1S

This chapter examines the imple-m.ntation process through

the use of three case studies. The following method was

used to cbtain the information presented in this chapter to

validate the Navy's implenentation procedures. First, a

questionaire was formulated (Appeniix 8). The guestions

were designed to establish whether or not key points of -he

Lewin-Schein model is addressed in an implementation

process. Two interviews were :onduztad, one with the two

senior military perscnnel, and the other with the senior

civilian, in the Comptroller Department at the Naval

Postgraduate School. The interviews were conduct4d

independently, first the military personnel, ani ther. the

civilian. No reference was made, du.ing the interview of

the civilian, to the responses of the military personnel.

Dur ing he interviews, the same questions were asked, in -h:

same order, on the same thcee changes which are discussed in

Chapter IV.

The material in the following sections is the author's

summary of the responses to the questions asked during the

interviews. In cases where ccncur:eace -s not.e with the
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civilian's response to the questions, it is done for

purposes of conciseness of presenttion. As stated above,

the civilian had not been informed of the response -_he

military had to the questions asked.

The questions were asked to establish whether the field

activity was aware of cha.jes to existing proceiures. There

was not an attempt to establish specifically who

communicated with the act'vIty, but simply whether or nct

there was communication prior, during, or after the
i"plementation of a change.

The ti hree sectioas of this chapter discuss the
three specific changes while the last section i_ an analysis

of the two models presented in Chapter III.

A. IMPLENENTATION OF INTERACTIVE C31PUTER TERMINALS

In this section, the imlementation of interactive

computer terminals for inat, update, and maintenance of

financial ecords is examined. The implementation date for

IDA was 19 July 1982 at t:.e Naval Postgraduate School.

Prior to this date, all input of datn was through the Naval

Supply Center (NSC) Oakland. rhe prD=ess was accomplished

in a batch mode using a coatracted keypunch service with

hard copies of reports following via the postal service.
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1. b Senioc MilitarX

As observed by the two senior military in the Naval

Postgraduate School Comptroller Departient, there was a need

" for an improvement to the geographically removed batch input

of financial data. There was i need for local zontrol of

th4 operations for various rEasons. Reasons considered

" important included the need for checting the accuracy of

input; timeliness of operations; and a vested interes:ed in

- the entire accounting operition.

The transition fro2 manual b:okkeeping procedures to

real time ADP assisted operations was planned over several

years. The local activity was made aware of the impending

changes, an-I was able to prepare for the change 5-8 months

in advance of the actual implementation date. rhe change

was welcomed and supported by the military; and by the

civilian personnel in the Zomptrolle: Department who were

more flexible, adaptable, ind receptLva to change.

The senior militacy knew why the change was

occurinq, but the training program for the impending change

had deficiencies. The perzeption of the military was -hat

the training was superficial and iasifficient. he tansrs

needed to be better trained (i.e. be able -:o answer a

59

6A



-ate nubro -ustions on the use of the new sys-am)

The more flexible and adaptable personnel- got the maost cut

of the training. Some suggested reasons for the less

adaptable personnel having trouble with the tA.inJing was the

class size, unfamiliJar earironaent o3akland versus

Monterey) , and too much material to zover in too little

time.

The senior military said the change is permanent.

They also stated that thers has not Dean a

post-implemeatation review to establish problems wi4:h t hs

change -to the interactive c-omputer mole of data input from

outsi*de sources. They have conductel some internal :ev-sw

of the implementation locally. Adlitionally, there has beer

some additional training 1ocally, at the request of the

.Iccal ac-tivity.

2. Commepts by Senior Civilian

The interview of the sen-or ::-vilan in the

Comptroller Department iniicates many of her responses to

the questions are the same as thos= aide by the military.

However, there was some further gual-'ficatio. with =9gard to

some of the questions. With regari to -he notification of

the upcoming change, it was known that the change to
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interactive computer terminals was iapending approximenty

five years prior to the planned implementation late. As a

result of a variety of delays, the a:tual date was July

1982. The reaction of subordinate civilian personnei was

generally favorable, but there was grumbling because of the

change from an established system which they were

coafortable with. There was a need fEr extensive training.

There was concurrence that the training could be improved,

specifically by having the training lone locally. The only

area where there was a sigaificant difference in response

was with regard to post-implementatiDa review and feedback.

The senicr civilian indicates someone did come to the

Comptroller Department from NS-- Oakland for a half-day

review session; and there is the ability for the computer

operators to call NSC Oakland as required when problems do

occur.

B. CHANGE II EXPENSE AND INVESTMENt CRITERIA

In this section, the change in the expense and

investment criteria as it affects the Naval Postgraduate

School is examined. The -ffective date of the pertinent

instruction, SECNAVINST 7040.65, is 2 Jan 1980. This is the

official promulgation of the change to naval activities.
i
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There was a corresponding -hange to the NAVCOMPr Manual,

Volume VII.

1. Co meats by S261r Milt-

As observed by the local comptroller, there was a

need for a change in the threshold for expense and

-nvestment costs. The princial reason was the rising costs

of items normally obtained using 05M funds. The field

activity became aware of the cmange upon Promulgation of the

pertinent instruction, near or after the proposed change

date. The change was affected by promulgation of an

instruction and a change to the NAVZCMPT Manual.

The transition to the higher dollar threshold was

not observed to be met by resistance by the local activity,

and in fact, was a welcome change. rhe personnel who workel

with the associated paperwDrk were i.different to the

change; it did not require any additional resources.

There was not much backgroani provided to the

activi-y with regard to the change, only that one was

coming. No special training was required, only emphasis

that a change had occured.

The senior military felt the zhange is permanent.

There had not been a post-change review to evaluate whether
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th; change had any affezt on the aztvity, n;r das t-r any

feedback solicited from the activity wlth =ecari tD any

impact the change had oa t~.e activit.

= 2. Comme§ Senior Civilian

The comments from the Senior :ivilian an-rally

corresporded with those mile by the sr:_or military. The

senior civilian indicated that the aotificatioa of the.

upzominq changs was perceived as be:ning a reality through

the FY81 budget call and other associated budget guidance

from the Major Claimant. She also 3intained thi- -here was

no nctabe problems caused at the lozal level as a result of

the char.ge and that the ne- higher liLts are parzaaent in

nat ure.

C. IMPLESENTAION OF CERE&IN SrANDIRDIZED AND :DNSDLIDATED

FINANCIAL DOCUM NTS

In this section, the :,ange to nsw consolidi-led and

standardized documents ts axamin-ed. Three new forms wer

promulgated, NAVC34PT Forn: 2275, 2275, and 2277 to z ! za

seven supercedd or canz=Lled forms. :hs effeciie date of

the instruction promulgating the ne forms was 13 July 1981.

At that 'ime, there was to be in iiequate s-ock of n=w forms

available for oriering oy the local I:tivi:y.
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1. Comments by Senior jilitaZ

The perception of the senioc military ia the

Comptroller Department was that there was a problem that

need correcting, primarily through the implementation of the

new Form 2277 (The Voucher for Disbu-sement and/or

Cotlecticn). There was no mention of either of the cther

forms which became effective at the same time. rhey also

noted that the change really made ao difference to them; the

primary users arc the disbursing personnel.

The reaction of t e suDordiaite civilian personnel

was that of indifference; they had to use some kind of form

to do their work. The accounting 1=-ta remained the same,

although the forms were maltipurpose.

There was no reguirement for any additional

resources (except perhaps the stockiag of the iew forms) and

no specific training was required ot er than the use of

visual aides with regard to the form-t of the aew forms.

There was no post-impleaeatatiDn review nor feedback

solicited from the local i:tivity.

2. Comments by snior Civilin

As a contrast to the comment3 by the seaor

military, the perception of the senior civilian in -he
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Comptroller Department was that there was neither a problem

which needed resolution n:r a reason for a change. She

indicates that as a result of the zhinge to the new forms,

there was confusion on the use of the form by the

subordinate personnel. S29 contends that there was not an

adequate explanation as to how to use ind interpret the new

forms. The one item which caused n.otable confusion was with

the requirament to transfer code numbers from the back to

the front of the form. She further :ontended that the

training aides provided to assist in the changeover were

full of errors.

The senior civilia conour- with the senior

military comments that ths_-e was no ost-implementation

review ncr any feedback wis solicit.l from the local

activity.

D. ANALYSIS OF RESULTS AND COMPARISDN TO HODEL OF CHANGE

The previous sectioas of this zhipter have described "he

results of the questions on change referred to in Appendix

B. In this section, the cesponse to the ques-ions are

analyzed using the Lewin-Sohein modeL of change.

As depicted in the Lewin-Szhein iodel in Chapter III,

the three key steps to =hange on :he organization are
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Unfreezing, Moving, and Re freezing. Although the

Kolb-Frohman model is not specifically used in this

analysis, it has provided i basis for comparisoa to the

Lewin-Schein model (ref ar to Figure 3.3 of Chapter III).

1. Unfreezin

a. Comparison

The first six questicns of Appendix B attempt to

capture some key points of the Unfreezing step for

validation of the change process as it occured at the Naval

Postgraduate School. Six points selected from the theory of

charge in Chapter Ill. Was there a visible problem? Was

there a felt need for a chancr? Was the probl-m identified?

Onze the solution to the D-oblem is identifed, is an action

plan formulated? Was there any resistance to change? Was

there any allocatin cf r sourz;as to assist with the change?

The six were selected becaise these 4uestions can generally

be answered with a Yes/No type of ---sDonse.

b. Analysis

Based on the response to the questions

presented, it would appear that Unfreezing was attempted.

But at what level? The iatervie-ws iadicate that there was

obvious Unfreezing at the 5ECNAV/NAVJ3MPT/CNO/Major Claimant
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level. There was a visible problem -o be solved, in all

three cases. In the case of the change in expense and

investment criteria, the alor Claimants approached NAVCOMPr

with a request for an adjustment to the threshold dollar

level. In the case of the change of selected standard

financial documents, the problem was identified by someone

in the Department of the Iavy via a 3 nr.ficial Sagges-ion.

These examples also indici:e that thre was a "felt need"

for the change. However, in the case of the change in

NAVCOMPT forms, the military recognized the need fcr the

change while the civilian did not. rhe reason for the

ciiiian not recognizing the need for the change could b= a

lazk of advance notice of the impending change, thus

incomplete unfreezing. In these cases, there was an

iterative process to obtaia a solution, by a sometimes

lengthy review process between NAV-OIPT and the lajor

Claimant. Ii the case of the imlmentation of interactive

• ecomputer terminals with IDA, there ware several contracts

let to private firms to help design the system ind establish

key milestones for the "mpementatio/installation of

hardware and software. The change in financial documents

required feedback on initial concept from the Major
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Claimant; the change in eKpense and investment zritpria

reguired a reprogramming :)f appropriations at the

Secretariat level. Through these steps, resistance -to

change could be identified and resolwed. Finally, if any

additional resources were required (is with IDA and the need

for ADP equipment and perso)nnel foc training the field

activi:z.es in the use of the new softwia-e/hardwace) , it must

be irncluded for in a budget. At the lzcal activi-ty lavsl,

however, it appears that: they are :)n the receiving end of

direction, with little or no initial interactioa during the

assessment of the problem or formulation of goals and

obj ectives.

2. ?ovina

a. Com pari son

Some key points of the Mo)v"ig stage Ei discussed

Chapter !!I are the p~esntaition o)f information to

enhance the visualization of the new =oncept; and

*appropriate training to 93sure a soo:,Ph translti.)n. These

are emphasized 'n questions 7-3 (and possibly no. 11) in

Apperdix B.
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b. A nal1ysi;s

It appears that in all cases, some form of

advance warning was sent to the loc;al activity t, prepare

them for the upcoming chaage altho)ug~i the timing of the

notification is not known. Spec-ifically, in the case of the

interacti-ve computer termilaals implemented in ths

Comptroller Department, there was triining at NS- Oakland,

prior to the implementationa date. la the other two cases,

the upcoming change became known as a result cf a budget

call or the notif-ication that new focms would be stocked in

the supl system. At the3 Major ClLmant level, itwould

appear that this step his less impact than a: the loc- .,

level, since at the local level the changes affect da-Lly

* operati.ons on the mi6cro leavel1, while the M1ajor Zlaimant,

* with their monitoring and policy pcon-Igazion flanctior., are

affected on the macro level. )ne other point which could be

considred as important to the MovIn; step is that of

quastion 11 of Appendix B, concerned with feedback.

Fsedback is important, not only afte: the irplementat.-on is

complet:e, but in the earlier stages to) ensurse obj-cti-ves are

4 met, and to uncover and rectify any inforseen problems as

theay occur. It is not obvious from thea interview that this
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oc u.-s ir. any of the cases, with the exception of the timing

f:or t-raining on the interiz*tive compiter terminals. TheC

timing of the t1raininrg is zentioed because it occured prior

* to the the implementation :)f the interactive computer

terminals, and the trainers had immelfiate feedback or

problems the operators wece havinc with all aspects of the

operation of the computer terminals.

3. Re~~

a. Comparison

The central concep't of tae Refreezing step Is

wet her the chance it is perceived as being permanent. This

is addressed in two questions in Append.ix B, nos. 9 and 10

(and to some extent no. 11i . rhis step can be emphasized by

a post-implementation rzev sw :nfrigthe crtc naturs

of the change and the nae to zontianie make it- dork.

b. Analysis

It does not appear that ttacre was -in srmphasis placed on

0 eva'uat-rg -he infpiementation proce3ss a.s it occtired a-! the

fieald activity. At the Major Zlaiaa: level, there was

feedback (related to questiAon no. 11 of Appendix B) , but i

was primarily in the early stages of design and review as

opposed to some time afteL the change was completed.
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E. SUMMARY

In this chapter, there were three case stulies-of

charges in Navy management cor.rrol s7stems, with a

comparison to a theoretical model of zhange presented in

Chapter III. It appears that the changes which occured did

correspond to key points ;-n the Lawia-Schein chinge model.

There was, however, a lack of amphasi's in some kzey areas.

The sample may have some affect or. the results, that is, one

field activity with only two, se.ts of interviews to validate

the actual implementation :)f change uith the theoreti-cal

molel. The next chapter provides a sammary of this thesis,

conclusions to the question)s posed ija the Lntroduction, and

rezommerdations for futara cons -decat ion.



VI. 12RAIpY GQqGLOSIONS AND RECOMMENDAkIlgg

A. SUMARY

The purpose of this thesis i.s to) determine whether the

Navy has theorectically sound procelires -for- implementing

chaag e --r management coat:ol systems; and to determine, i

the implementaticn process was used, how was It used.

Chapter II provides a discussion on management con-:rol

and i4mpl1eme ntat Ion. The management c-ontrol section

discusses accountig systems, the for6mal management control.

system, and design and implementation considerations. The

imple meritation section defines implenentati on, rzv- zws

* ~general problems of implementation, I=escribs eece

implementation models, and concludes with a review of

methods to avoid conflic-t during ttie 1implementatior process.

Chapter III examined too models ofAng.h

Lewi-n-Schein and the Kolb-Frohman. Zcritical steps of each

model were highlighted, steps which iffec-r the

implementat-on process. rae conclading portion of the

chapter compared and discussed the -wo models.

Chapter IV examired the backgrou.nd of t-hree zhanges

wihnth ea:mn ft~e Navy which have affected
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financi-al operations at the field level. The three changes

are: the implementation ofE Interactive computer terminals

withnteCmtolrDprmn for input, update, and

maintenance of financial records; the change in threshold

levels for distinguishing between expense and investment

exoenditure-s; and t;-uhe canzallat ion aad promulgation of new

Conlsolidated and standardized fnaa=i il documents.

Chapter V was used to examine the the changes

* discussed in Chapter IV by comparing the theore-tical

implementation procedures to what actually occured at the

*~ - feld activity.

The generalizability of results of this study are

limited, given that the data was gathered at only one

activity. Ho we ver, inasmuch as the tztivaity is

representative of other Naval ctv:sthe reader may

extend the results of this study.

B. CONCLUSIONS

Two major conclusions are warranted. They answer ths

two guestions presented as the Resea:zh Questiorus this

* thesis attempts to answer.

1)Does the Navy hale theo)reticilly j ound 2rccess for

-;mlrementi2_ ch~ -r Jts managamanr: control sy ~m? I
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would appear that the Navy does have a sound process for

implementing charge, at the SECNAV-NkVC3MIPT-CN3-M1ajor

Claimant level. The background of each of the cases

indicates that the key points of Chapter III are addressed

atl this level. There was in each case a visible problem

identified which needs to be resolvel; there was a felt need

fcr change. There is an analysis of the problem- and an

iterative process with feedback to f:)rmulate a solution. to

the problem and a subsequent plan of action for

implementation of charge. Where regaired, there is a

determination made and an allocation of resources to

facilitate the change process. At the acti--vit+y level,

however, there is little Interaction, ganerally just

direction provided and in :)ne instance the need -for change

was not recogni-zed. There is trainiag provided where

reau red. '-t is not alwa73 percsivel as being adequa-te, but

there is a concerted effort male to ansure that it is

available.

Z) Is the imi).le mentati,) p ~ogtes ised? The

implementation proc-ess is ased. How? By ensuring that

there is Unfreezing, Moving, and RafreezinQa. Where? I t

would appear that the Unfreezing stage primarily affects the

74



Major Claimant, while the .loving and Rereezing stages

primarily affect the local activity. The Unfreezing

primarily affects the Major Claimant because of its role

with setting policy and p:Dmulgating zhange, while the

Moving ard Refreezing affets the local activity activity

primarily with the need for advanced training prior to

implementation and feedbazk to evaluite problems encountered

during the implementation 3r change ?rocess.

C. RECOMHENDATIONS

Based on data gathered for this study, subject to the

imitaticns discussed above, the Navy does appear to use

sound implementation procedures. It would seem appropriate

to emphasize the azeas that are defiient. The following

rezommer.dations are provided:

1) A primary concern of the local activities is the lack

of training or preparation for the new change. ro help

assure that the local activity is msor adequately prepared

for a change, a more intensified training or notificaticn

progqram could be investigated.

* 2) An improved feedback or post-implementation evaluation

program. This could ensure implementation problems are

identified for evaluatio., and serve aS a guide to the
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actual status of the implamentition process. rhe

identification could be doie on a .aidom basis with a set of

relevant questions which ire statistically analyzed.

3) Publish current changes and the status of their

implementation on a periodic basis. through khe use of the

Financial Manaqjeent Newsletter (NNV30 P-3568), there could

be a perIodic review of the current zhanges in the Navy

fiaancial management system, with the status, and a review

of problems which have oczared during the implementation

process.

Based on the research of this thesis, the Navy does have

an implementation procedure, at both the policy and fiel_

levels. Although the sample size was limited, it is evident

that chanqe does occur in in orderly manner. The emphasis

is different at the two i.vels. The policy level is more

design and formulation oriented whereas the field level is

more concerned with the a-tual day-to-day operations.

Without sound implementation procelures, and some

understanding of change, there would no doubt be some form

of mass confusion.

75



AC-OUNTING OVERVIEW

The material in this appendix is exerpted from a

Master's Thesis by Cooper an~d Littleton, Intea2rated

.Disbursing and4 Accounting (1211 , Its Dzvelopment- and

Imalmentat ion.

Accounting can be described as the art of recording,

classifying, and summarizing in a silnificant sarine: and in

terms of money, transactions arnd 3ve~its which are, in part

a-, least, of a financial zharazter, ind interpreting the

results thereof. [Ref. 15:p. 111

* Although this short definitiJon hig;hlights the- essence of

acc:ounti.g procedures, it f ails to po:int- out why accounting

is done and for whom. The essence oE these two points is

that accounti ng must not be viewed aS an end in itself, but

rather as a tool for accomplishing ocganizatiLonal

objectives. Therefcre, -azcountinrg i3 a service activity

* whose function is to provile quantitmitive Inforzation.,

primarily financial In riatare, about specifi-c economic

ennites, which is irtendai to be ussful in making econ~cmic
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* decisions. Accounting is a means of communicating this

quantitative information to those who have an interest in

interpreting and applying this inforzation. In the private

sector these users vary from management or owners to

investors and regulatory agencies. Their needs and

expectations determine the type of i.formation required of

the accounting system. Accounting provides the information

that can be useful in evaluating management effectiveness in

fulfilling its stewardship role and other manage.ial

responsibilities. [Ref. 15:p. 11-12]

Financial statements are the means by which information

accumulated and processed is periodically communicated to

the users of the information. Therefore, they have to be

designed to serve the needs of a variety of users,

particularly owners and creditors. :Ref. 15:p. 12]

A. GOVERNZMENT ACCOUNTING

In -he public sector, the various users are aot

* concerned with a profit or loss in a business sense.

However, they are extremely concerned with ensucing that

maximum benefit is received for every -ollar spent and that

suitable control is maintained over .xpenditures. Where the

private sector attempts to maximize profits, the public
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seztor attempts to maximize benefits received for a given

level of expenditures. Even thouga the focus or objectives

are different, accounting still plays significant role in

reporting on the results of operations and ensuring that

various laws and directives are complied with properly.

Accountirg is also concerned with providing info.-ma:ion that

is accurate and timely. [Ref. 15:p. 12-13]

Accounting in the Federal 3overnnent is designed -:o

provide financial infornation for i variety of users, such

as the management of a particular ig.ncy, the Department of

the Treasury, the Office Df Maaagemzit and Budget, the

United States Congress an! the Ameriz-n public. This

financial information is used to ficilitate effirient

management; support budget requests; show the eKtent of

compliance with legal provisions; report (in fiaincial

terms) rc other agencies, the status and =esults of the

agency's activities. [Ref. 15:p. 13]

B. NAVY ACCOUNTING

The basis of the Navy's present i:zounting system can be

traced tc the Budget and Azcouatin; kct of 1921. This

legisla-ion established the General &=zounting )ffice (GAO)

headed by the Comptroller 3eneral of the United States. The
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Comptroller General was given the responsibility for

developing governmental az:ounting systems. He was also

given the authority to make expenditire aralysis; maintain

ledger accounts; investigate receipts, disburseaent, and

application of public funis; examine books, dccuments,

papers and records of financial transactions; aa.d perform

audits as necessary. The Navy accou.ting system is opsn to

GA3 review and has continually recei;ed the Comptroller

General's approval during such examiaations. With the

exzeptior. of some accounting proce l es utilized for the

operating forces and the general extant of automation within

the system, the Navy accounting systa is very similar to

those of The other armed services. "R.f. 15:p. 13-14]

Accounting has three najor purposes in the .Navy. They

are as follows:

1. To report the use of furls under the various

appropriations granted to the Mavy by Zongress.

2. To control the obligations and -xpenditures of funds

and thus to prevent their exceeding :he limitations imposed

by Congress.

3. To provide analysis of the costs of maintenance a.d

operations, construction, and procura-ent. (Ref. 15:p. 14]
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in addition, established Navy azzounting pr:)cedu:cs have

the following specif ic goails:

*To maintain consistency between fund administration and

bulgeting processes;

*To provide timely aczouritir4n inforzation for management

review and to meet the re;.zirements :)f statutes;

*To maintain adequate a::ounting =ontrols of t:)tal

resources, distinguishing between fuided and unfunded

availability;

*To provide adequate controlIs over commitments and

obl~gaticns both incurred and outstandi4ng;

*To provide control of realized :szeivables at allotment

level, with proper integration wi-th :)reau/offize systism

command control ledgers; antd

*To prcvi4de for commitment azcountinrg at all levels of

fundIng. (Ref. 15 :p. 14-15]

The basic o rganizatio.na-l enti:_ty in, the Navy's accounting

*system is the Au-thorIzationa Accountiaig Activity (AAA).

Thase organizaticis are designed to =ent-rally perform the

aczounting functions for :),her activities. By zentralizing

these functi.ons, the Navy hopei to d~iieve a more sfficient

use or resources and a more rapid colleaction of financias
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data. It relieved the Dpecati:nal a-.its of excessive

involvement in complex funztions whi:h would have otherwise

been a tremendous administrative bucaen if done locally.

When an activity is designated an Uk, it is officially

responsible for providing:

1. Appropriation Accounting

2. Inventory Accounting

3. Plant PrDperty Aczoiatin;

*4. Cost Accounting

5. Payroll Accounting [Ref. 1 5:p. 15]

Other functions can be2 assigned it the disn r-.-on of the

Coaptrc".-er of the Navy (NAVCOIT) dapending upon -he size

and processing capabilitias of the AkA. Typically, however,

the services provided by aa AAk a-r t3a-:c in niture from

one perod to another. 'That is, -he Iata to be collected

and the format ir which that data will be displayed are, to

a large extent, prescribel by NAVC).I?E. An inherent

* respcnsibility of the AAA is to pr:vide. guidannz to customer

activities in crder to assirc n r _ timely and e ffective

management of resources. Ref. 15:p. 15-16]

82

[ • I | - | .. . ... .. - ...2



IPPENDIX B

QMesI&-ons for Valilat~or :) ?mplamen-ation Process

(U) 1. Was there a visie problem or situation needing

imprcvement?

U(U) 2. Did tChis field a=rti-vity have -a need for the change?

(U) 3. When was this fielId activit-y informed of the

upcoming change?

Was it before or- after the implementation date?

(U) 4. How di'd the change take plare9?

(U) 5. was there a resistance to the change by this field1

activity? What?7 Why?

How did the low szhelon parsornel react to the

change (i.e. personnel subordint to senior cognizan

m-4i1-ary and civilian)?

(U 6. was there a need for additio)nal resourzes? V $s,

per sonn~el)

Were resources allocated?

*(m) 7. Was i4nformati-on orcovided to ensure this field

acti-vity knew why the change was ozzcirf-ng?
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If information was pir:viead, 1,d ithelp the cHange

oczur?

(M) S. was training provided to this field activity to

ensure efficient and eftieimpleneritation of the change?

(R) 9. Were the changes perceived a.s being permanent?

(R) 10. was there a pos: -implamen-a: on evaluat ion of the

ch3arge?

(M) 1 1. was feedback solici6ted from this field act-vity?

If yes, what was tChe nature of t.he fesdback

rel uested?

When was the feedback solicit-ed?
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