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Taeulenant General ¥o J. Sackton
Complroller of the Army

Dear Geaeral Sackion:

The General Accounting Office has made a survey of an Army
Resource lianagenent System (RI S) project at lhe Army Infantry Center,
Tort Benning, Georgia. Our pramary purpose in underlaking the survey
was to obtoin an understanding of the Army's proposed Resource Manage-
ment System an order to be better prepared to carry ovt our responsi-
bality for review and approval of accounting systems should formal
approval be requested by the Depariment of Defense (DOD) for any
accounting system evolving from RMS.

It 1s our understanding that resource mansgement systems are to
include 8ll procedures for collecting and processing recurring guane
tatetive anformation that relates to resources and is for the use of
management. Based on the initlal requirements and basic policies pre-
scribed by DOD for amprovement in resource management throughout the
depaxrtment, the Army prepared a menual to explain how the required
procedures could be anstalled and used at class I anstallations. More
specifacally, the manual furnished procedural guidance designed to ime
prove and fully integrate programming, budgeting, accounting, and man-
agement information.

Tha comtert nf the pannal na reflected by the titles of the chap-
ters: program and budget guirdance, program management, budget manage-
ment, eccounting and data management, and performance measurement and
enalysis. The chapter on accounting and data management was designet
to provide the advance guidance needed for carrying out those account-
ing and ieporting reguirements identified as Progect FRIME planned for
amplementation on July 1, 1967. Although full implementation of Project
PRIIT was deferred, the accounting procedures in the Army manusl were
tested in fiscal year 1968 by Sixth U. S. Army, and portions of these
procedures are being epplied Army-wide during the current fiscal year.
The Army recognized thal the remaining procedures were incomplete,
requiring further developrent and improvement prior 1o implementation,
Responsibalaty for overcoming these vowds and fulfillang the need for
& more complete and workable manual was assigned to i1he U, S, Conti-
nental Army Comrand {(USCONARC).
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Establishment of Army RMS Tagk Force and cbjeciives

~
To plan and direcl the required developmental work and tests,
USCONARC organized a Task Force of nine offilcers wnder the direct
supervision of the Chief of Staff at Fort Benning, a Third U. S. Army
installation. In the absence of contractual assistance originally
planned, the Task Force was increased to 13 officers.

The objectives established for the Fort Benning project placed
maximum emphasis on the development of an effectlive system of program
management (the process of planning and evelusting the use of resources
to accomplish assigned lasks) since this area offers greet potentials
These obgeclives vere addressed to the broad RMS concepls and anvolved,
- to varying degrees, all chapters of the manuasl to the exclusion of
those procedures being developed snd tested by Sixth U. S. Army. Rew
sponsibality was placed on the Fort Benning menagement snd deta proces
sing persomnel for performing the necessary tesls and evaluating the
Proposed procedures. The coordination 1o assure compatibility belween
the procedures for programming, budgeting and performance measurement
being developed and tested ab Fort Benning and those for accounting -
and data managemenl developed by Saxth U. S. Army vas limited snd
further work will be required by the Army before finalizing its RMS
manuale i

More need for timely and more effective program and budget gurdance

Because of the importance of gurdance from higher headquarters
in program and budget preparation, the initial Task Force cbgective
vas to review both the {timing and adequacy of guidance received by
installations under the existing system and to evaluate the proposed
procedures for program and budget guidance. The Task Force found that
upon receipt of guidance from higher headquarters, the aveilable tame
to develop, publish, and submit the annual installation budget was
usually less than a month and some activities had less than a week
in vhich to prepare their portions of the bvdget. The Task Force
concluded that this was insufficient tame for proper review and
analysis.

.-

The great number of budget chsnges each year, particulsrly during
the fourth quartler, was attribvted largely by the Task Force to the
failure of higher headquarters to be responsive to Tunding require-
nments of the installation, since lerge amounts of funds were not dis-
tributed to the installation uniil near the end of the year rather
than during the year as needs arose. The guidance was ofiea Jincom-
plete, and al times there was no apparenti relationship bebtween finanw

cial gulidance snd program or workload guidance. During the tests,
instellation staff members repeatedly cited the lack of program end

budget guindence from hagher headquarters as an obvious deterrent Lo
lhe systemetic programming and financial planning processes envisioned
under R:.S.
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The review made by the Task Force indicated that the currenily
proposed procedures, af followed, would provade tumely and adequate
gurdsnce for anstallation program and budget formulation purposes.
Further, the Department of the Army, cognlzant of deficiencies in
guidence, has initiated several projects designed to amprove program
and budget guidance to subordinste commands. It is evident thal these
projects are crucial in the successful implcmentation of RMS and war-
rant maximum emphasisSe

'Development and test of procedures for programuing and budgeting

The developrent and test of program formulation procedures stressw
ing the increased use of gquantitative program dala and the antegration
of prograuming end budgeting and readiness of tactical units was catrw-
r1ed out anstallation-wide ot Fort Benning in three steps. These
steps, each aboul three monihs in duracion, inclvded (1) formulation
of & proposed operaling program for the third and fourth quarters of
fiscal year 1968, (2) comparison of the program prepared for the third
gquarter with actual performsnce or output, and (3) formulation of a
proposed installation operating program and budget for fiscal year
1969, Included 1n steps (1) and (3) were tests of the proceduress

The required progrem formulation procedures involved the deter-
mination of mission requirements in quantatatlve terms, constraints
limiting accomplashment of these requirements, and selection of appro-
priatle alternatives. ALl aclivities were required to search for mean-
ingful performence or workload indicators and to delermine lhe valadity
end ulility of quantitative progrem data as a basis for their program-
ming actions.

As a Tirst step toward the ultimate RMS gosl of programming for
and cherging to cach organizational unit 100 percent of all its meas-
ursble expenses, unlts and activaties prepared progrems of thear
requirements for (1) military persomnel, (2) use of motor pool vehi-
cles, and {3) services of inslallation support maintenance shopse.
initial test procedures required lhe liawslatbion of progjecuca moLor
pool and insiallation support maintenance requirements into workloads
and the personnel resources needed in these areas. .

A detarled comparison was mede of progected maintenance and motor
pool requirements for one gquarter with actual use of these two support
services. Despite the paucity of ussble historical performance and
cosl data, the necd for more specific progrem guidance from higher
headquariers, and the newness of RIE techniques, the compsrason indi-
cated, and we concur, lhat the use of programs prepared by benefiling
activaitires on the basis of quantitative progections is feasible. Once
arplemented, we believe RIS can greatly facilitate the gathering of
data needed for establaishing the necessary cost and performance stand-
erds.
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Information gaaned an the first two steps vas used in accomplish-
ing the third and most comprehemsive step, formulation of a proposed
instellation operating program and budget for fiscal year 1969. Pro-
Jecled reguirements for personnel, usc of molor pool vehicles, and
services of support maintenance shops were translated into lhe required
personnel and materisl resources. The conversion of these resources
into service charges to be budgeted for by benefiting actavities and
anto anternsl buvdgetary data for vse by the two support aclivities
concerned was then accomplished by using predetermined cost factorse
Magor support-type activities vere required to prepare their programs
and develop their own budgets. Tactical-type unibs prepared only
their operating programs, and the installstion headquariers staff
vas given responsibllaty for convertiagg those operabing programs
into financial terms for budgetary purposes.

To assist activities in developing their programs; the Task Force
proneered the development of sn instsllation plan of operstion, a
singie-source document in which all essentisl planning information
is gathered. In effect, this document i1s designed to provide guidance
to anstallalion activities an much the same maaner as needed guirdance
1s received by the anstallation from higher hesdquarlers. [t includes
narrative guidance, specific obgectives and tasks to be accomplished,
unil personnel and equapment progections, and guadence in the form
of training requirements and prioribties to be observed. While tests
of the plan revealed a need for refinement and for greater accuracy
an projecting persomnel, equaipment, and status of reesdiness, the plan
was considered to be a useful planning tool and conveyed an awareness
1o units of the interrelationship between missions, programs, and
resources. In our opinion 1ts use 1s consistent with the long range
goal of attaining greater readiness capability from availsble resources
al an installation and is essentisl to the effective execution of RMS
procedures requiring closer coordination between all staff elements.

In developing and testing program formulstion Procedures, the
Task Force attempted to determine the needs of management at the
various orgenizationsl levels and to simplify and adapt the procedures
to existing informalion systems. Since the services of military per-
sonnel, motor pool, and maintenance shops had previously been provided
"free" to benefiting activities, 1t was necessary to provide new forms
and procedures with which to relste the planned vse of these resources,
both guaniitatively and financially, Lo the benefating activaties.
Discussed below are some obscrvations and conclusions, both ours and
those of some of the responsible anslallation officials, resulting
from tests of these procedures.

1. Programming and budgeting Lfor militery personael

In progjectaing personnel strengths for andividual unats and activ-
lties for fascal year 1969, particulsrly at thais {training oriented
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installation with a high turnover of perscnnel, incomplete guidance
from higher headquarters, discussed previously, reduced the quality
of the installation plan of operation intended for use an assisting
aclivities Lo eslimate their personnel composition and cost. The
lack of reslistic informstion on such metlers as nonproductive time
end procedures for reconcilaing borrowed and loaned military labor
among activities crealed some problems. Also progections of miluitary
personnel for uniis were not useful in those ceses where the nvolved
personnel performed services for other actavities which were to be
charged for thelr services. This situation usually prevaells in units
whose personnel are used pramaraly in admivistrative actavities at
training oriented installations.

Contanued effort is required to obtain solubtions to such problems.
The attention that is being focused on fanding solutions for accounting
purposes should lead to the necessary solulions for program and budget
formulation purposes. Progress 1s being made in these areas.

Some levels of Army command have been reluctant to sccept the
concept of control through budgeting and accounting for total costs,
including the cost of militsry persocanel. Arguments sgainst this
budget concept are based on the premise that (1) locel commandevrs
have no control over the sssigmment of malitary personnel 4o lhear
instellations, (2) the requiremenl for an offsetting reduction in
operation and maintensnce obligation authority, known as the reduci-
bilily feature, when military personnel costs exceed the installation's
spproved operating budget, 1s unrealastic and burdensome, and (3) the
costing of military personnel assigned to tactical unats is of little
or no management benefat.

This reluctance is understandsble in view of the highly central-
ized control over such matters as the assigument, promotion, and career
developmenl of military personnel and their treatment in the past as
"free" resources. Adherence to such a concept is not in keeping with
RMS concepts for umproving management for a number of reasons, some
of wvhich follow.

The Fort Benning operating budget for fiscal year 1969 using pra-
posed RIS procedures revealed that (1) 69 percent of the total operating
costs were composed of military persomnel costs and (2) the services of
militery personnel are significant in vartually 211 anstsllation ele-
ments. To hold commanders and managers responsible for only the remain-
ing 31 percent of their operating costs is a questionsble praclice at
best. The need for budgeling and accounting for military personnel
costs may be allustrated by lhe fact thal in the Fort Benning motor

pool the higher cost-per-hour for military labor than for civilian
labor was generally neialher known, nor suspected, by managers prior

to the tests of RIS procedures. Also as a result of obtaining tobel
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maintenance costs during tests of RMS procedures st a Sixth U. S. Army
anstallation, 1t was found that the cost to repair some low cost items
may often exceed thear replacement cost

It is doubitful vhether many menegers in Govermment or business
have complete control over such malters as lhe assigmment and devel~
opment of personnel in their aclivities. There as little dovbt, how-
ever, thal a complete knowledge of total costs for lhese resources s
fundamental to the Tostering of cosl consciousness and the making of
anformed managenment decisions, particularly in the choice of alterna-
tives. Vhile the reducaibility festure could impair the Lflexabality
desired in managing resources, 1t shovld not, as long as there is no
significant or unreslislic mismatching of funds made available to
snstalletions by higher headguarters. We believe that failure to
anclude military personnel as a resource to be managed in ihe best
possible memner would be completely incompatible with the basic RMS
concepts or with acceptable business management practices.

2. Programming and budgeting for molor pool services

No significant difficultires were experienced in programming and
budgeting for mobtor pool resources om the basis of miles of use pro-
Jected by the user aclivities. The necessary charges to cover the
costs of motor pool operations, maintensnce dravers {(both civilian
and malitary), and overhead were computed for users on the basis of
locally developed standard rates per mile for dravers and for each
vehicle of a specific categorye.

It wvas found that this method, hovever, would neirther assess lov
mileage users their fair share of costs, nor encourage them lo rebturn
vehicles to the motor pool when not in use. Conversely;, users such
as dependent schools (funded by the Department of Health, Educstiion
end. Welfare) vhich average over twice the motor pool norm for miles
per driver hour would be over-budgeted. To provide f'or more accurabe
bulgctisg, rrocedures vere revised so that draver costs wall be pro-
granmed and budgeted on the basis of driver hours. Also, the Task
Force is recommending that consideration be given 1o another alterna-
tave vhereby users would program and be charged for velhicles on thg
basis of hours of use where such an approach would encourage more
cfficient utilazetron. The results of the Sixth Army test will, how-
ever, in all probability dictate the mamner an which programming and
budgeting for motor pool services will be accomplished.

In addition to more efficient wlillization of vehicles and zhe
yrovading of cost lnformation needed by managers of benefaiting activ-
alres for amproving managewent of their resources, other benefits to
be realized by chargang users for the costs of services were 1llus-
irated during the tests of program snd budgel procedures Tor the
molor pool. In programming for the dastribution of {Lotal motor
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pool cosls 1o users, 1t became appasreant thst the military family housing
activity had not been bearing .1ts proper share of such cosis. Correction
of this coadataion resulted in more accurste accownbing and in allocation
of charges to the proper appropristion accounte

~

3. Programming and budgelang for installation maxntenaﬁce seyvices

It was oraiginally planncd for actavilies to program for eguipment
mainlenance reguirements on the basias of thesr eguipment usage projected
in terms of such measurements as miles, rounds fired, and hours. Tests
of the proposed procedures revealed difficulty in progjecting equipment
usage because of the lack of hastoricsl usage data and inexperience
associated with a hagh persomnel lurnover. While additional record-
keeping end experience could overcome this difficulty, a more serious
problem vas recognized. Unlike the direct relatioaship betveen cosis
end usage for motor pool vehicles, there was no established relation-
ship between equipmenl usage and the maintenance shop operating costs
expressed in verms of items processed, the standard unit of measure
for all malntenance activities.

Inatral efforts to convert the quantitative equipment usage pro-
Jections anto maintenance workload data proved to be somewhat cumber-
some and inconclusive. This conversion procedvre failed to bake into
account other factors affecting maintenance, such as condation of 1lhe
equipment, qualifications of the operators, and terrain, or environ-
mental/cllmatlc conditions under which the equipment was used.

In vaev of these problems, the Task Force i1s studying lhe feasi=
bality of elternalive procedures for posstble inclusion in lhe manual.
These incluvde (1) progeclion, by activities, of the number of alems
1n each eguipnent category to be submitted Lo the msintenance shops
and (2) progection on the basis of equipmeni densities. The main
features of the first allernative, which 1l 1s belaeved will be svb-
stantaated by results of study, are thal exisling information systems
can he used to a1d the benefating activaly in meking more accurate
projections of 1ts maintensnce requarements, translate lhe progected
requirements anto maintenance resources, and greatly reduce the paper-
work and uncertainties of the conversion processe. “

In order to meet management needs, the progremming, budgeting,
and accounting for mainbenance 1s to be done by individusl eguipment
categories. The proposed procedures are integrsled with the Army’s
Produciion, Planning and Control (PP&C) system vhich, with minor
revision and add-on programs; will provide the necessary mainleaance

ata on personnel hours and costs, paris cosls, and overhead cosbse.
The procedures were found to be feasible through actual tests at
Fort Benning. In studies currently being mede that could affect the
IPeL system, the requirements for future implementabion of RMS mein-
ienance procedures should be kept i1n mind.
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Procedures for performence measuvrement and snalys.is

Closely integrated wath program formulation and ékecution are Pro=
posed procedures for performance measurement and analysis. The ultimate
objeclaves of performance measuremenl and analysis are to provide the
commander and his managers at any point in time wath an evaluation of
the resources being used an relation to the tasks being performed, the
impact created by changes in resources, snd the effectiveness and effi-
ciency vith vhich aveirlable resources are being mansged. The advantages
of proupt identaification of potential problem areas and of causes of
shortfalls are cbvious.

In Yeep:ng vath these dbgectaves, detalled procedures and forms
have been prepared and arc now being tlested by several activiiies al
Fort Benning. Although hampered by incomplete program and budget
guidance from higher headquariers and by the lack of fully developed
standards as guadelines; lhe anitial test results have been encourag-
inge. With further improvements an these procedures as a resuli of
curcent tests, their expanded spplication will facilitate the gath-
erang of data needed in eslablishing standards regquared for RMS
Implementation.

Accomplishment of other objectaives

The Task Force designed and developed auvtomstic data processing
concepts to facalitete inlegrabting quanlitative data with budgeting,
accounting, management information, and reporting requiremenls for
motor pool and support maintensnce services., Mechanized procedures
were prepared for these concepts and were tested in the preparation
of the desired program and budget data for motor pool and support
maintenance operaticns. These procedures were used to convert worke
loads anto resource requirements (men end materials), distrabube Llhe
cosls t0 users, and provide dsta considered useful in managing the
two service activaties, vhile retaining the integrity of funds appro-
nriated for milrtary personnel and for operstion and maintenance.
Vhile both the conversion factors and the mechenized procedures re-
guire further refinement; the Task Force has accomplished a great
deal of the necessary groundworke. -

The use of a standardized integrated system for data management
will minimize the vorkload of RIS reguiremenls and eventuslly facili-
tete a reduction in menpover resources consumed by the multitude of
existang reportang systems. (Recurring reports at Fort Benning re-
quare ebout 250 {thousand man~-hours snnually). Although the Task
Force was successful in identifying some excessive budget data to
be eliminated and recomended some chenges an reports so as to coor-

dinate funding with workload data and make the reports more useful,
1t vas eble to wake little progress an the reduction of reporting
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requirements. Any significenl reduction in installation reporting
wv1ll probebly be feasible only after an inlegrated RMS system for
data managemeni becores operational.

N
~
N

Throughoul the lests, the Tesk Force studied existing stafl re~
sponsibililies ain order to relate these responsibililies to any silafl
realagnment expected to result from changes 1n procedures utnder RMS.
Implementation 1s expected 1o require a few additional persomnel,
further training of all involved personnel, and the superimposing of
edditionel requirements on existing procedures during the shakedown
perlod, but no significant steff changes Or reorganizations are indi~
cated.

* S * * *

In plamning the Fort Benning project, the Army realized that many
of the procedures were undeveloped or conplelely untried, and that the
assigned objectives vere ambitious for the assigned lime frame. HOW-
ever, the urgent need was recognized for improving reliability of pro=
Jected requirements, providing ralaonsl justifacation for obtaining
resources, matching resources wath work accomplished, and encouraging
and motivating mansgement toverd the attaimment of greater readiness
capabilrity from available resources.

Without the use of additional resources, practicable methods were
sought and procedures were developed and tested for integrating pro-
gremrang, budgeting, accounting, and reporting. Closer coordination
of all staf{ sections and increased involvement of all activities was
obtained an preparing an RIS operaling program and budget for fiscal
year 1969. As evidence of the worthiness of RMS concepts and proce-
dures, commenders expressed the opinion that their personnel acquired
a much greater avareness of the resources provided to them through
their parlicipation in the tests. More amportant, the project pro-
vided basic research necessary Lor the preparation of a pooposeld
installation resource management procedural manual now beang compiled.

Since the start of the Fort Benning progect, practically all of
the Army and Department of Defense staff members responsable for its
establishment have moved to other positions. As a result; the Task
Force has experaenced considersble diffaculty an obtaining needed
guidance and defanitave responsés to i1ts recomendations. A con-
certed effort on the part of highc: headguaricrs will be regquired for
{ihe improvement of program and budget guidance, the encouragement of
installations to develop useful cost and performance dals, and the
refinement of Ri 8§ procedurcs by consoladaling into a revised RMS
procedural manusl the results oblsined from both the Fort Benaing
progect and the Sixth U. S. Army tests.



We believe the benefaits bo be realized Trom a positive approsch
{oward an improved integrated managemenl system through the use of
RMS procedurcs deserves positive recognltion and continued encoursge-
nent.

‘\\

Copies of lhis letter are being senl today to the Assistant Secre~
tery of Defense (Compiroller) and the Assistaat Secrelary of the Army
(Financial Management ).

Sincerely yours,

[l 1t

Daniel Borth
Associste Direclor
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