
Defense Working Capital Fund

Issue:  Improve DWCF Education

Issue Description:

DoD operational managers, outside the financial community, may not have sufficient knowledge or the appropriate “ground rules” to fully understand and work effectively with working capital funds (WCFs).  This situation may be encouraging behavior which seeks alternative means to satisfy resource requirements or undermines WCF effectiveness.  This issue paper recommends actions to ensure that all appropriate DoD operational managers have clear, current information regarding the purposes, overall operations, and costs of working capital funds in order to support management decisions.  These actions should also enhance DoD managers’ capability to work with the WCF as a more effective management tool.    

Background:

A “quality workforce” in DoD is a workforce that can provide, effectively and efficiently, the products and services required by the military services and agencies.  Providing quality products and services in support of operational customers is possible only if managers, particularly those outside the financial community, possess a reasonable level of understanding of the processes that produce and manage these products and services.  In the area of DoD working capital funds, there are three basic managerial groups:  (1) service providers whose functional operations are financed by WCF mechanisms; (2) managers who oversee the operation of the WCFs; and (3) operational customers who purchase materiel and services from service providers using directly appropriated funds.  This issue focuses principally on the operational personnel in group 3, identified as WCF customers or consumers.

There is a perceived requirement within DoD management for a better knowledge and understanding of working capital funds, especially regarding WCF budgeting, cost recovery (surcharge) factors, financial credits and using the WCF as a management tool.  The working capital fund (WCF) mechanism is in place in DoD for the financial management of most operational support products and services, but it is often perceived principally as a budgeting and financial tool with little direct use or benefit for operational customers.  More importantly, the cost recovery factors (surcharges) associated with a WCF are perceived as excessive by many operational customers.  Further, in certain cases, multiple WCF accounts create duplicate and cumbersome financial management echelons within and among DoD Components.  These multiple echelons result in the creation and exchange of hundreds of thousands of financial transactions, reporting requirements, and reconciliations that may provide little additional value to customer operations, yet they add significantly to the cost of providing goods and services.  Financial record-keeping and reporting should be a byproduct of a business activity, but it has, in many cases, become an end in itself.  Conversely, the WCF mechanism should provide operational managers with a flexible mechanism for budgeting for both operational and materiel resources.      

Problem Statement:  

To the extent that DoD operational customers (outside the financial community) are not sufficiently knowledgeable in working capital operations and funding, they may be seeking alternative means to satisfy their resource requirements or taking other actions which undermine overall effectiveness.  This may be counterproductive from both a performance and a cost savings standpoint.  Additionally, operational managers are often unaware of planned or ongoing reform initiatives that may help alter their perceptions regarding the use and value of the WCF mechanism.  Generally, operational managers at all levels of the Department receive little or no training or guidance regarding the use of the WCF as a management tool.  Nor do these managers always understand the relationship of the price of products and services received to the cost of operating the service provider activity.  The training they have received may be outdated.  Through a better knowledge of the capabilities of the WCF process, operational managers can more effectively support the acquisition, justification and oversight of scarce resources.  Yet, few managers outside the financial community have either the time or inclination to become well-versed in the inner workings of WCF operations.  Operational managers are principally interested in the effective and efficient operation of the programs/ processes for which they are responsible and in receiving the right products and services, at the right time and at a fair price.  Therefore, WCF guidance to these managers must focus on their capability to influence the requirements to be financed by the funds (i.e., the rules of engagement), the impact of WCFs on operational effectiveness, and ensuring full understanding of the costs (price) associated with providing these products and services.  Additionally, such information should minimize attention to detail and be modular, allowing managers to select specific segments of information they need to deal with immediate issues. 

Recommendations:

· OUSD(C ) develop a Managers & Consumers Guide to DWCF operations.

· DWCF Policy Board review current status of DWCF education in the major training pipelines and develop a plan for improving curriculums and creating alternative forms of access.

Implementation Concerns/Impediments and Benefits:
Concerns:  

1. The Managers & Consumers Guide to DWCF operations should be oriented toward promoting effective interface and use of WCFs rather than encouraging operational managers to “beat the system.”

2. The Managers & Consumers Guide to DWCF operations and supporting materials/technologies should be available within a reasonable amount of time and in a form which permits rapid initial dissemination throughout the operational community and periodic updates.

3. Any revisions to current practices and operations of working capital funds should be reflected in the training provided to operational managers.

4. The development of educational aids and informational materials should be sufficiently comprehensive and modular to permit operational managers to selectively obtain clear, current information, with minimal effort and time expended.  Proposed products must meet the needs of operational managers at all organizational levels.

5.  Proposed new products should not duplicate currently available educational capabilities.

Benefits:

1. The Managers & Consumers Guide to DWCF operations will permit WCF customers to better understand WCF mechanisms and to use the WCF more effectively as a management tool.

2. The guide will provide easily accessible information regarding specific questions and issues for operational customers and will provide “ground rules” for the operational customer to more effectively use and deal with the WCF process.

3. The guide should help minimize current concerns associated with DWCF prices and overly burdensome financial restrictions.
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Resource Implications:

Estimated resources to develop the DWCF Operational Managers Handbook and supporting materials:  $350,000.
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