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WORLD SERVICE CONFERENCE 
OF NARCOTICS ANONYMOUS 
P.O. Box 9999 
Van Nuys, CA 91409 
(818) 780-3951 

Date: 

To: 

From: 

October 1, 1987 

The Fellowship 

Leah Goodrich, Chairperson 
World Service Conference 

Attached is the report to the Fellowship on the possibility and impact of 
reducing the price of the Basic Text and information pamphlets by twenty­
five percent. This report is the result of a motion adopted by the World 
Service Conference at its annual meeting in April, 198 7. It is my belief 
that this report was prompted by a desire to better understand the role the 
WSO has in furthering the primary purpose of Narcotics Anonymous. 

For a number of years, our Fellowship has been trying to understand and 
grasp the appropriate relationship between itself as a spiritual entity, and 
the business aspects necessary for an effective service center. We have 
struggled through different phases of our understanding by separating the 
two, all the while finding ourselves relying more and more on the resources 
an effective service center has to offer. It is evident that we a re not yet 
comfortable and experienced with bow our service centers and sp~ial 
workers fit in with the overall aspects of N.A. service work. However, it is 
of the utmost importance that we come to some conclusion, by examining 
our Twelve Traditions, for the addict who still suffers cannot afford to wait 
while we continuously fight with ourselves. 

Money always presents us with a difficult subject with which to grapple. 
Money has always represented power a nd the ability to control activities 
and results. Some of our members fmd the discussion of money within N .A. 
totally contrary to tht! spiritual nature of our Fellowship. But money is 
necessary if we are to inform addicts and the general public about our 
existence. Funding for all world service activities (WSC, WSB, and WSO) 
needs to be understood and supported by a set of accepted priorities. This is 
where we have, perhaps, succeeded the least. For example, twice in recent 
years, the WSC has supported the use of funds from literature sales for its 
own general activities, but we have not discussed t.o what extent those funds 
should be used and what other services may be affected as a result of 
providing the WSC with more access to funds from literature sales. What 
affects one committee or board eventually alfocts all. 

The decision we have before us is simple. It compares the impact of cheaper 
books to the individual member with the impact of starting less meetings 
and perhaps slowe r growth worldwide. It is the impact of cheaper books to 
our English-speaking members and less available funds to translate our 
message into othe r languages. It is the trade of one vehicle for carrying our 
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message at the expense of others. And who is to say that liwrature is a 
better carrier of our message than meetings, P.I., and H&I services? It is 
the combination of a ll we have to offer that makes us effective in carrying 
our message. One is not better than the other. They aU work. 

The responsibility to make books available to the newcomer falls on our 
individual members. When we as individual members work with 
newcomers and sometimes provide shelwr, food, clothes, or a Basic Text, we 
do not require reimbursement from our group. Most of us would find t his 
quite absurd. We a re not a charity but a Fellowship who demands self­
support as the price of freedom. Giving of oneself is the reward of our 
individual membership and not the responsibility of our service committees 
and boards. As a member I am grateful to be able to do so. 

If we take a look at a ll our Twelve Traditions have to offer, they specifically 
mention trusted servants, groups, service boards a nd committees, service 
centers and special workers all having an important responsibility. Each, 
separately and together, provides services to N.A. and for N.A. They are 
complementary and supportive of a ll aspects of N.A. services. We are not 
separate entities competing with one another, we are working together to 
serve the best interests of the Fellowship of Narcotics Anonymous. When 
we are a ble to realize the full impact of wha t our Traditions imply, we will 
be most effective in providing our services. 

There is a practical as well as spiritual side to the proposal. If, for instance, 
the Office were to maintain only its publishing and distributing 
responsibilities, the World Service Conference would find itself funding a 
separate administrative facility to continue its work. Som~rne would have 
to be found to staff this facility. More and more effort would have to be 
made by our trusted servants in their service work and less time given to 
work, family and other personal responsibilities. It would cost more to serve 
and many would be una ble to do so and that would be a shame. 

What we may f~l are our problems in world services, and the WSO 
specifically, would not be solved by a simple reduction in the cost of 
literature, although in years to come that may be a reality we pursue. We 
have made mistakes, there is no doubt. Our decisions have not a lways 
proved fruitful or beneficial, but the remedy does not lie with limiting our 
abilities to provide services or separating our resources. It will be in 
understanding our common welfare, working together, a nd sha ring a mutual 
trust and respect a mongst our services, trusted servants, special workers, 
groups and members. Our unity will dt:!pend on all of us united in a 
common purpose to improve our ability to carry our message of hope and 
recovery to the addict who sti ll suffers. 

It is my opinion that the report clearly examines the impact that a twenty­
five percent price reduction would create. While we may not agree entirely 
with every statement or conclusion of the report, it does s how the 
uncertainty of current se rvices that would result from a price reduction. 

The report includes many interesting and important comme nts on the 
events t hat led to the WSO doing what it does. The description of services 
provided in t he repo rt is, in my opinion, incomplete. 1 might have preferred 
that the rl:!pt•rt be more spec ific in actual services that would have to be cu t, 
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but the message is clear in trying to balance the needs of our members, and 
our future members, with the needs of an effective service center. 

The current WSO discount policy does offer a price reduction within the 
Fellowship on a graduated scale. The extent of that system matches pretty 
closely the intent of t h1:: original motion. The information pr1::sented in this 
report clearly shows that now is not the time to pursue a reduction in 
literature prices, because in the long run, it will not prove to benefit our 
primary purpose. 
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October 1, 1987 

The Fellowship 

'I'he World Service Office 

WORLD SERVICE OFFICE, IN C. 
NARCOTICS ANONYM.OUS 

P.O. Box 9999 
Van Nuys, CA 91409 

(818) 780-3951 

A SUMMARY 

Attached is the report to the Fellowship requested by the World Service 
Conference. In order to analyze the impact of reducing the price of the Basic Text 
and information pamphlets, it was necessary to project the monetary impact on 
existing financial records. This was accomplished by measuring probable 
reductions in income against the figures reported in the WSO 1986 Year End 
Financial Report. 

ln addition to affecting the figures in the Year End Report a change in 
literature prices would have impact on most WSO policies. The first policy to be 
affected is the Discount Sales Policy. This policy converts relevant publications 
industry practices tu our spiritual Fellowship needs. The study reveals that 
alth1)ugh WSO otters only some of the discounts common in the publishing 
industry to our customers, several commercial buyers do purchase from WSO. 
Sales to these companie:; tcaUed suppliers in the report) resell most of the 
Literature to treatment centers, hospitals, and other profossionals. These 
"suppliers" purchase about fifty percent of all Basic Texts sold, pmviding to the 
WSO twenty-six percent of all income. They receive a forty percent discount but 
have to pay for the shipping costs. This averages out to be a thirty-five percent 
discount. These companies purchase large quantities only because they can 
obtain this discount. 

The WSO Discount Sales Policy favors purchases by the N.A. Fellowship 
and offers discounts to committees and N.A. offices on a sliding scale. The scale 
begins with a five ~rcent discount and increases to include a twenty percent 
discount plus a provision that waives the five percent shipping fee. Another 
provision lill' large committee or N.A. office purchases offers a forty percent 
discount and waives the tive percent shipping fee. 

The report discloses that a twenty-five percent across-the-board reduction in 
the price of the Basic Text and I.P.'s would have a disastrous impact on the WSO. 
If u price reduction was required, a decision would have to be made to determine if 
the WSO was to continue providing the services it currently does fo r the addicts 
who have not yet found N.A., for the Fellowship and its committees, as well as the 
general public. If the answer was "no," then the WSO would lay off a large part of 
its staff and limi t its operation to publishing and distributing. If the answer was 
"yes, " and a price reduction was required, other sources of income would have to 
he created. 

Regardless of' the decision on the breadth of services, if the price reduction 
was required, then the discount system would have to be abandoned. Elimination 
of tht: discount system would further reduce the income. 
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The report describes that cuts would be made first in prudent reserve 
allocation, transportation expense, and purchase of new equipment. Even though 
these reductions would have a major impact, they would not save enough to live 
within the lower income level. A summary of the various areas of WSO service is 
provided in approximately the sequence that such services exist in priority for 
retention. A twenty-five percent reduction in price would have the impact of 
forcing staff cuts that would eliminate many valuable activities. 

The report offers four possible alternative measures to offset a rec.Juction in 
price: Renewed efforts to obtain funding for WSO operations from the Seventh 
Tradition fund flow system, adding new inventory items such as jewelry, T-shirts, 
bumper stickers, etc., depending on introduction and sales of other major literature 
productions t/i Work:;: How and Why, and a daily meditation guide or other 
lengthy publications) and embarking on a project to sell the Text through 
commercial book stores. Although some members may support one or more of 
these and other members oppose sevt!ral or all, they are practical a lternatives. 
However, they may not provide income immediately and the level of income they 
would generate cannot be accurately determined. 

The report ends with some concluding remarks. Three paragraphs of those 
concluding comments are included here: 

I. The trade off between saving the member or the group the two dollars 
per book if the price was reduced and reducing the services provided by 
the WSO does not seem to be a wise trade. There is more benefit to 
addicts still on the streets, to the individual members of our Fellowship, 
to our service committees and to the general public if the price remains 
the same. 

~. An across-the-board reduction in the price of the Basic Text. "111u l.P.'s, 
by twenty-five percent, would cause elimination of the discount policies. 
This would, in turn, eliminate a mnjor part of our sales outside the 
Fellowship. This would decrease WSO income and more importantly 
deny addicts the opportunity to obtain the N .A. Basic Text while in 
treatment centers, hospitals or fmm social service professionals. 

:3. 'l'be services providt::d by the WSO are an essential part of a vibrant and 
functioning Fellowship. 1'he crippling of the WSO by reducing its ability 
to generate income for services is a step backward, the consequence of 
which may be to convey the message that we do not care or are 
uninterested in investing enough of our resources to help suffering 
addicts find recovery in our Fellowship. 

Our Fellowl:>hip, although strong in North America, is Wt!ak or non-t!xistent 
in most other places. The last three years have proven that a linancially sound 
WSO has had a significant impact on the growth of N.A. If we a re committed to 
carrying the message of recovery to every addict, then making the WSO weak by 
reducing its financial foundation is the last thing we should do. 
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A REPORT TO THE FELLOWSHIP 

ON THE POSSlBILITY AND IMPACT OF REDUCING THE 

PRICE OF THE BASIC TEXT AND INFORMATIONAL PAMPHLETS 

At the World Service Conference meeting held this year the following 
motion was adopted: "That the WSO Board, in conjunction with the WSC 
Atlministrative Committee, prepare a report for the Fellowship as a whole on the 
possibility and impact of reducing the price of our Basic Text and informational 
pamphlets by :l5%. Included in this report will be the impact on our services 
worldwide and possible solutions to any adverse effect that this reduction in price 
would create in our ability to carry out our Fifth Tradition. This report will be 
made to the Fellowship hv October 1, 1987." 

This report comes as the result of a request to discuss the consequences of a 
possible reduction in the price of the Basic Text and the informational pamphlets. 
This issue arose before the Conference originally as a motion that would have 
directed the WSO to reduce its prices by twenty-five percent without having first 
studied the matter. 'l'he members who initially proposed the motion as an action 
item for the Conference considered a request by the WSO to amend their motion 
and seek a study rather than an immediate change in price policy. 

The WSO wishes to thank these members for their willingness to cons ider 
the matter and amend their motion. The Office sup ported adoption of the motion 
to have this study completed. 

During the past four months a comprehensive review of World Service 
Office finances was conducted. In the course of the study the relationship of the 
Office to other service e lements was analyzed. It was clear from all aspects of this 
study that every action taken that affects the aggregate income or expense of the 
Office has impact on all other elements of N.A. 

The report, including attachments, will be sent to all currtmt World Service 
Conference participants and regions. Because the report with attachments is quite 
lengthy, a prude nt fee will be charged for copies made a nd sent to aU others. 

'l'he study was conducted with considerable interest by WSO staff members 
who worked on it and others who assisted in the review process prior to its 
publication. It was a very enlightening project. The study reveals valuable 
insights to the current operation of the WSO -- its relationship to N.A. as a whole, 
to those who purchase from the Office, to those service elements who obtain 
assistance from the WSO, and addicts who directly or indirectly benefit from the 
utilization of WSO funds. 

The report is divided into sections by subject matter. There was an almost 
unlimited variety of ways this report could be structured and there are a larger 
number of items that could be analyzed than are presented here. However, it 
became nece!Ssary to set limits on this study in order to make it productive without 
becoming lo!:it in minutiae. 

This l'eport presented the opportunity for the Office to examine some of the 
policies and backgrounds for µolic ies that the WSO has followi::tl. &1me of these 
policies havi:: b~n stated at Conference meetings, others published in the News/inc 
or Fe llowship Reports, a nd Special Reports. Conducting this study provided the 
opportunity to re-evalua te each of those policies and determine their relevance and 
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significant details as they financially affect the WSO and the Fellowship. Sume 
changes in these policies may result from this study during the coming year. 

THE ISSU ES 

From time to time the Oftice receives inquiries concerning various aspects of 
WSO financial operations. Thest! inquiries are founded on interest from members 
who simply do not have answers to their own questions or those they hear from 
others. There is no questio n that every member of the Fellowship has an equal 
right to express such interest, as this Office ser ves the interests of all members. 
The Office is an incorporated body with a Board of Directors who exercises direct 
legal control over the Office, in the name of and for every add ict who works the 
N.A. Program and considers himself a member. 

The inquiries we receive cuver a wide range of interests. Some ask about 
employment policies while others inquire about becoming a vendor tu supply the 
WSO with certain products. Others may ask about literature production 
schedules. Some ask abo ut management policies: what instructions are given to 
employees abuut how they respond t.o certain types of situations. 

Many of our members, especially early in their recovery, are unemployed. 
Frequently money fo r living expenses is hard to come by and there is often a la rge 
numbe r of financial amends to be made. This makes it hard for some members to 
be able to put money in t he basket when it comes around or buy their own copy of 
the Text. Buying copies for others is a constant desire but frequently not possible. 
Often our members talk of this and express their wish that the Text and other 
items were less costly. 

Prnbably th~ issues most often raised pertain to the cost of literatu re, about 
price policies, the cost of production and, of course, what we are doing with aJl 
t hat money. This last question presupposes that there is a mass of money floating 
around. 

The price of t he Basic Text was established in 1982. The price for the 
informational pamphlets was established in early 1983. Both were established by 
the WSO Board of Directors. Until the end of 1982, the Office was operated 
entirely by volunteers. The first part-time employee was hired in December of 
that year a nd the seco nd e mployee was added in April 198:1. Until orders for the 
Basic Text were accepted in 1982, income of the Office was not large e nough to 
pay for employees. The amounts charged for t he White Booklet and pamphlets 
were only enough to pay for their production a nd shipping costs. with a little left 
over to pay for the rent a nd the phone. 

Adding to the lack of fonds at that time was the small number of items in 
the inventory a nd the small quantity of each that was so ld. At the time there 
were less than 2,000 met:tings and several area committees were printing the 
White Booklet a nd tht! informational pamphlets on their ow n, the reby depriving 
the WSO of need~ income. The availability of the Basic Text on April 27 , 1983, 
a nd an additional thirteen informational pamphleL-; three months later, cha nged 
everything. 

When t he price was established for the Text, it was a nnounced that the 
price would eventuall y be reduced when t he WSO became solvent, accumulated 
essential office equipment, and overcame the expected increase in monies required 
for organization of the Office. As we have become more able to provide services, 
we have discovered huw little we are doing compared to the need. Although N.A. 
has grown tremf;:ndously in rocent year!::i there are still more adJicts who have nut 
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heard of N.A. than those who have. We are still some years away from the time 
when the need for expanded effort will pass. 

There are several other matters affocting WSO expenses that were not 
known at the time when the price of the Text and l.P.'s was established. Because 
Literature was not available in other languages, Little if any was sold outside the 
U.S., Canada, England and Australia. Only after we began an organized effort to 
translate literature into other languages and develop the few contacts into 
meetings and service structures did we discover the tremendous cost we would 
incur. In addition to discovering the costs, we learned of the inability of many of 
these groups to be able to purchase literature at the current prices or at any price. 
It has become obvious that the English-speaking part of the N.A. Fellowship is 
going to have to subsidize the t ranslation process and the distribution of literature 
in other cultures for many years. After those emerging N.A. communities grow 
they will he able to print and distribute literature in their own co untries on an 
economical basis consistent with their own standa1·ds of living. But, in most cases, 
that will be five or ten years away. These and ma ny other nt:t:ds we have been 
requested to meet are why consideration by the WSO Board to reduce the price 
never got very far. 

Regardless of whether or not the price had been reduced, the income of the 
Office was going to increase as the Fellowship grew and as a larger volume of the 
Text and informational pamphlets were sold. This has come to pass. But the 
needs we were requested to satisfy were growing faster than the increase in 
income. Through the reports made by the WSO since mid-198:~. these additional 
needs were discussed. Unfortunately, there is a lack of trust among some of our 
members, and the facts published by the WSO concerniug WSO income and 
expenditures in the Annual Report, Newsline, and Fdlowship Reports do not 
satisfy all these foars. From time to time we hear of discussions alleging that the 
WSO has hundreds of thousands and occasionally mil lions of dollars tucked away 
in some bank. 

A major thrust of this report is the evaluation of the impact of a price 
reduction with direct relationship to the effect on the services provided by WSO. 
There a re two separaw issues in this matter. The first is the financial impact of 
the reduction and the second is the philosophical appropriateness of the impact. If 
the financial impact would cause a reduction in services, the second question then 
has to be addressed: Does the Fellowship want to trade the cost saved by the 
group or member when a book is purchased for a continuation of services provided 
by WSO? If the answer is that the Fellowship desires to avoid decreasing services 
provided by WSO, then the price would have to remain the same or other income 
producing efforts would have to be initiated. The section on Alternatives 
addresses this mattt:r. 

WSO COMMUNICATIONS 

The Ollice has attempted to be open and forthcoming with respect to the 
general management of this trust responsibility. In L98:~. the Office initiated 
publication of a monthly report called the News/inc. This publication was 
inwnued primarily to provide an opportunity fur the Office to inform the 
Fdlowship at large of what was going on at the Otlice. This publication has been 
ust:d to inform members and grnups about things being considered, things decided, 
things delayed, things not decided, about policies, procedures a nd problems. 
Although the NewNLinc is now printed bi-monthly it wilJ continue to be used for 
these purposes. 
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Additionally the Oftice has taken full advantage of the Fellowship Reports 
that have bet:in prepared during the same period of time. The Office has included 
reports in t his publication to further inform N.A. members about the Oflice, its 
actions and problems. Other reports have also been prepared on specific problems 
or subjects. These special reports have usually been prepared jointly with other 
service arms such as the Board of Trustees and the Conference Administrative 
Committee. 

The Office has prepared an extensive report for delivery to the Confonmce 
when it meets each year. This report includes a financial statement, an analysis 
of income and report on areas of responsibility or problems. The Office has 
answered numerous questions when this report is presented each year and is 
always receptive to responding to questions at any time. 

The desire of the Office Board and staff is that this report present a ch~ar, 
concise and accurate picture of WSO financial operation so that the matter of price 
of items purchase<l from the Office will be put to rest. The responsibility for the 
creation and implementation of WSO policies and procedures has been in the 
hands of the Board of Directors. This report clearly reveals that decisions for the 
Office concerning the complex interrelationships between price policy, discount 
policy, industry practices, N.A. objectives and Fellowship philosophy need to be 
left in the bands of people folly conversant with the issues. 

THE STUDY 

The consideration of a possible reduction in the price of the Basic Text and 
1.P.'s cannot be accomplished without investigating all impacts that a change in 
WSO income wuuld cause. The priCI:! established at $8.00 for the Text and $. 15 
fo r each LP. is the "retail price.' Since late 1984, WSO had begun to develop a 
volume sales discount policy that applied to all customers, but favored service 
committl:!es. These policies were adopted, amended and have been in use for some 
time. A copy of thl:! current policy is included as Attachment One to this report. 

A general statement about the sales policy would be that most Fellowship 
purchases are eligible for discounts of some amount. The discount amount depends 
on who the purchaser is, how much thl:!y are purchasing, and the specific section or 
paragraph of the policy being applied to the sale. The discounts range from five 
percent to twenty percent at which point thl:! five percent shipping foe is waived. 
Another section of the policy allows discounts up to 40%. 

Any reduction in price policy would have an impact on the sales policy. 
This study therefore begins with an overview of the common publication industry 
business practices and the WSO adaptation of these in the WSO sales policy 
(Attachment One). This is followed by an examination of the l986 Year End 
Report (Attachment 'T'wo) and the probable impacts on WSO operations. The 
report ends with suggestions for several mitigating measures and concluding 
observations. 

Attachment Thrl:!e brives a breakdown of thl:! income generated from the 
different inventory groups, other valuable statistics and shows the calculations 
used in the report. The single largest income source is the Text. The Text, even 
when purchased with a discount, provides more than 50% uf WSO income. A 
decrease in the price of this item has a larger impact than an equal decrease in 
the price of any or all other items. {Attachment Four, Nute I) 
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INDUSTRY BUSINESS PRACT ICES 

The Office is part of a spiritual fellowship, but the Oflice must conduct most 
of its business, for the bendit of the Fellowship, keeping in mind common practices 
of businesses fo r profit. What is really different abo ut the Office is what the 
excess income is used for. Rather than dividing the income among stock holders, 
the money is used to help the Fellowship and the addict who is still suffering. 

Another key difference is how the WSO applies the use of common industry 
practices to its policies and operation. In the litera ture business (book and 
magazine industry which a re the closest industry to which the WSO price and 
sales polices are related) there are many standard business practices that t he 
WSO must adapt to N.A. net!ds. For sales within the Fe llowship these practices 
may not be expected, hut for the ability of WSO to conduct business in the 
industry, some nf these practices are essentia l. It is the burden of the WSO to 
evolve policies that are relevant to both and not in conflict with the needs of each. 

Every company involved in t he production a nd sale of books and magazine:; 
utilizes their own combination of these practices. The common practices involve 
buyer purchase conditions: use of purchase orders, partial payments or credit 
arrangements, returns on outdated publications, consideration of customer stock 
levels when scheduling release of revisions of standard publications and discounts 
on volume purchases. 

Each company has its own slant on each of these and there a re differences 
from company to company in some respects. These diffe rences a re frequently fairly 
slight, with emphasis on its products or experiences unique to the company. The 
industry discount standards are based on characteristic:; of retail book sales which 
usualJy offers a discount that is 40 to 50 percent of the retail price. Few 
publishing companies oiler smaller discounts. The WSO does not match must of 
these standard industry discounts. 

An important r.;uson for the difference is that t he industry establishes prices 
using different reasoning than does the WSO. Making money is usually the 
biggest concern. The normal industry price for a book of the page count, quality 
production a nd sales volume of the N.A. Basic Text is $12.00 to $ l6.00. If a ny 
commercial publishing company had the publishing rights to thii:; book, the retail 
sales price would not be less than $12.00 . 

This minimum price and the price range shown would provide opportunity 
for the publishing company to offer the standard industry di:;counts and stiU make 
a la rger profit t han the WSO does. When the price for the N.A. Text was 
established in 1982, it was done without any knowledge of the industry practices 
or pricing norms. 

DISCOUNT SALES POLICY 

For those who are eligible to take advantage of the discount, the effect of 
having a di:;count sales policy is the same as a reduction in the price . In 1983 
and early 1984 no discounts were authorized. ln late 1984, a sales policy was 
adopted that included opportunity for discounts. tAttachment One) 

The conseq uence of this policy has been a reduction in WSO income for sales 
made pursuant to the policy. Genera lly the discount policy provides for a 
progressive discount based on an increase in the purchase quantity. When t he 
policy was first written it provided for special treatment of purchases made by 
N.A. service committee::>. During the last twelve months we have worked with our 
a rea and regional offices to develop a modification to the discount system that 
improved the policy for the benefit of sales within the N.A. Fellowship . 
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The field of economic theory is full of information concerning bell curves that 
show the impact of increases or decreases in the number of units sold when the 
price of an item is raised or lowered. Unfortunately we do not have the freedom 
to experiment with such economic theory when it comes to the price of the Basic 
Text or income for the WSO. It is safe to say, however, that in the short term a 
decrease in the price of literature would normally be followed by an increase in the 
number of units sold, equaling at least the original total dollar expenditure. In 
the long term, however, there tends to be a lessening in demand eventua lly 
establishing a new level which is below the origi nal dollar expenditure level. 

When the discount policy has been utilized by committees and offices, the 
short term impact has been to increase the quantity of items purchased so that the 
levels of their expt:mditures have remained the same or increased. It has not been 
possible to study this to learn the dynamics involved. It appears, however, that 
the larger the volume uf materials a committee or office has, the larger the 
demand upon them fur the materials. 

The impact of these discounts is simply a reduction in income for the WSO 
on a larger quantity of items distributed. The figures in the 1986 year end report 
are easy to understand on this point (See Attachment Two). If no discount had 
been available, the income of the Office would have been $469,551 more than it 
actually was, if the same quantities had been purchased by the same buyers. 

An added factor concerning the discounts offered is that for sales in some 
categories, t he WSO pays the shipping costs. The efl~t of having the WSO pay 
th~ shippi ng costs on some orders is to incre~e the discount a mount on those 
orders. In 1986, the Office paid over $9,000 in shi pping expenses for orders where 
the shipping fel:! was waived. 

The yearly average credit discount policy and its shipping fee calculation is 
n::Oect.ed hdow. 

More than $500 but less than $1,000 -
More than $1,000 but less than $5,000 -
More than $5,000 but less than $15,000 -
More than $ 15,000 per month 

5% discount - no shipping fee 
I 0% discount - no shipping fee 
15% discount - no shipping foe 
20% discount - no shipping fee 

The impact of the no shipping fee policy is to add 5 percent to the discount 
for these orders. 

For sales not using the yearly average provision but making separate orders 
for $ J 0,000 or more, the shipping fee is also waived making the discount twenty 
or twenty- fi ve percent depending on whether it was under paragraph seven or 
eight of the policy. 

The discount policy was developed with a specific goal in mind: To provide 
a financial incentive for a reas and regions to become directly involved in the 
literature distribution process rather than having the WSO be the single source 
provider for all direct litt:rature sales. A reasoned, lobrical and mutually discussed 
discount policy can, and to a major deb11·ee already has, achieved this. The 
discount passes on to the area or region sufficient funds to make operation of an 
office or Literature committt:e an economical possibility. 

Part of the problem involved in the discussion of the price of the Text a nd 
informational pamphlets is what the actual costs a re for a member when he buys 
t hem from the area office, the a rea literature committee, or at a group. The re is 
i.,11·l:!at divergence within the Fellowship on price policy at the group and area level. 
Some sell the litt:rature at their cost while others increase the price so as to 
generate income for operational needs or other purposes. The discount offered by 
the Office makes it possible in some places to keep the cost of the Text fairly close 
to the retail price that the WSO charges. 
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It has been the intention of the WSO that the retail price remain $8.00, 
regardless of where the book was purchased. Few WSO customers sell the 'I'ext 
for less than that. However, we have known of some committees who sold the 
Text for as much as $12.00. Tht:!re is a strong desire from the area and rebrional 
offict:!s that the WSO discount be increased so that more of the area or regional 
office operational costs can be built into their sales without increasing the price 
they charge. 

If an across-the-board twenty-five percent price reduction was mandated, 
the WSO could not continue to operate as it now does. Among the first 
considerations would probably be to eliminate the discount for bulk literaturt:! 
sales. This would eliminatt:! the margin of income that area and regional offices 
depend on. Some would have to close. 

'I'he effect of the price reduction on WSO income from those who currently 
purchase small quantities, and are not able to take advantage of discounts, would 
most l ikely not be balanced by an increase in sales. It would simply show as a 
decrease in WSO income. If the members or groups were inclined to increase their 
literature distribution efforts, a price reduction would aid their aims. They could 
use the money saved to increase their supply of literature. However, if the group 
did not change their Literature habits, the extra money would be spent in other 
ways. 

There is no assurance that if a price reduction did not have an impact in the 
discount policies for N.A. purchasers that WSO income from sales within N.A. 
would generate the existing level of dollar income. If tht! quantity of items 
purchased increased, the increase would probably only be equal to the amount of 
money they saved. Howt!ver, there are other demands for money at the regional, 
area and group levels. These expenditures run the full range from telephone lines 
to dances, from H&l to P.l. Undoubtedly much of this money would be expended 
in some of these other areas. Therefore, the reduction in the price of literature 
would not automatically result in an equivalent increase in the quantities of 
literature items purchased. In the best possible circumstance the change would be 
reflected in a balancing effect, that is the decrease in income per item would be 
matched by an increased volume of sales producing the same dollar income. 
However, this is not very likely. Additionally this trade-off tloes not take into 
consideration the increased production and shipping costs that such an increased 
volume of material would require. 

For those using discount programs, there are different impacts, depending 
on what changes were made to the discount programs. If the discounts were 
eliminated many of those committees and offices would lose their positive 
competitive position. Their customers would be able once again to purchase 
d irectly from WSO at probably an equal or lower price. This would undermine the 
ability of committees and offices to continue to function as they now do. This 
would probably mean a shifting of purchases from those ofTices and committees 
back to the WSO. This would have the impact of increasing WSO manpower 
n~quiremt:!nts to handle the same volume currently handled through bulk sales. 

If the discounts were reduced, the committees and otlices would have to 
supplement their income from literature sales tu a greater degree than they 
currently du or cease operation. The basic cost for operation of an area or rebrional 
office do~s not changt:!, and decreasing the marbrin of income resulting from the 
WSO discount would make a difference. 

For sales outside the Fellowship a decrease in the price that did not affoct 
the discount policy would primarily change the income to the Office rather than 
the quantity of literature that would be sold. There are two no n-N.A. customer 
catl:lgories, direct users and suppliers. !?or the direct users. mostly hospitals and 
trl:!atment centers, their purchases a re limited to the numher of Texts they use, 
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based on their client count. A change in the price of our Text will not have an 
impact on their clitmt count. It will save them money. For sales to suppliers, the 
situation is similar. Their customers are hospitals and treatment cente rs that 
have not learned that they can obtain literature from WSO at the same or lower 
cost. Again a decrease in the price from WSO would not necessarily increase the 
number of items sold. These suppliers provide our literature to customers and 
therefore addicts who might not otherwise obtain N.A. literature. 

If the discounts were eliminated for sales outside of the F'e Uowship a 
different impact would result. Most direct users purchase our literature because 
they want it, and they would buy it even if they did not obtain a discount. About 
fourteen percent of our Basic Text sales are to direct users without any discount. 
However, for suppliers the situation is different. They pw·chase from the WSO 
b~ause the discount is available. After discussing this aspect with these 
companies and learning of their choice, we are certain that if the discount were 
smaller or eliminated altogether, then their purchases for eventual re-sale would 
cease. They would continue to purchase Basic Texts for u::;e in their own 
treatment programs. The people who buy from them would lose tht: dirt:ct link to 
the supply. We believe that some of these users would eventually find WSO and 
buy direct. Others however would begin to use other publications. Our estimate 
is that more than seventy-five percent of the sales that are currently made by 
suppliers would ct:ase. There are two sequential impacts the elimination of 
discount sales to suppliers would produce. 

The first impact would be that sales to the larger suppliers would end 
immediately. The sales to suppliers under the discount policy in 1986 accounted 
for $560,929 of the income. The effect of eliminating the discount to these 
suppliers would be a reduction in available income of $420,696, or about nineteen 
percent of all WSO income. (Attachment F'our, Note 3) 

The second impact would be that direct sales to the formt:r customers of 
these suppliers would gradually increase. Of the 215,352 copies of the Texts sold 
in 1986/87, 107,000 wen~ sold to non-N.A. suppliers who then resold them to 
hospitals, treatment centers and other individuals. Eventually many of these 
users would become direct customers of the WSO. Unfortunately this would take 
time and many of them would not become customers because we have no direct 
way of gdting in touch with them. The primary reason WSO does not currently 
sell directly to these users is that we do not have access tu the names and 
addresses of users to whom the suppliers sdl. 

Consequently, in determining the impact of a twenty-five percent reduction 
in price, if it affects the existing discount sales policy, it would mean a significant 
decrease of income to the WSO. Substantial reductions in the number of WSO 
employees would result and an equal decrease in services provided. Bt:fore it is 
possible to determine the choices for reduction of expenditures it is necessary to 
clarify the impacts of a reduction of income. 

As part of this report an examination was conducted of the impact the 
curnmt discount policy has had on WSO income and the impact of the reduction 
earlier this year of the shipping and handling fee. A review of aU orders received 
in July was made. The results show the amount of money received for shipping is 
less than the actual expense for shipping. The amount of the loss for the month 
was just ovt:r $2,500. Tht: number of orders and the dollar volume for July wru; 
smaller than most recent months. Consequently the loss for July may be le::;s than 
is represt:lntative. The impact of this reduction in shipping foes has had the effect 
of giving most buyers an additional discount. A more comprehensive study of this 
will be conducted later to <lt:termine if an increase in shipping f!:!e is warranted. 
An alternative may be to reduce the benefits of the current discount policy. 
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ANALYSIS OF lNCOME/EXPENSE STATEMENT 

An examination of the ligures of the Income and Expense Statements for 
the 1986 Year End Report makes it possible to obtain a fair idea of the impact of 
a twenty-five percent reduction (See page ten, and Attachment Two). Since this is 
the last complete financial year this must serve as the basis of our analysis. If the 
reduction in price had been effective on the first of January 1986, examples one 
and two would be the result depending on the decision on discount sales. 

In 1986, income from non-N.A. sales was $870,553. Of this amount 
$309,624 was from non-discounted sales. Although most of this was for the Basic 
Text there was a moderate quantity of other items. The remainder of non-N.A. 
sales was $560,929. This figure reflects the net income after discounts had been 
applied. These sales were primarily for Basic Texts and a small volume of White 
Booklets and 1.P.'s. One of these suppliers began to purchase the medallions late 
in the year. Income from Fellowship sales was approximately $1,241,327. There 
was miscellaneous income of $28,549. (See Attachment Four, Note 4) 

For the purposes of this study, two examples are presented that 
demonstrate the differences effected by a twenty-five percent price reduction. The 
first example is based on the assumption that the price reduction would not have 
impacted the quantities sold nor the discount sales policy. The second example is 
based on probable changes that would have occurred in the discount policy a nd in 
the quantity of literature items sold. 

Example One: If a reduction in the price of the Text and l.P.'s did not 
affect the discount policies, each of the income figures (Notes 1, 2 and :l on Page 
1 O) would simply be reduced by twenty-five percent. By comparing the new Total 
Revenue figure $1,611,709 with the Tota l Expense for 1986 (Note 4 on page ten) 
it can be observed that a reduction in expenditure of $33:3,520 would have been 
necessary. 

Example Two: If a reduction in the price of the Text a nd 1.P.'s did require 
the e limination of the discount policies, new figures would be generated. Because 
it is not possible to pr~ject prt!cise figures, estimates based on percentages will 
have to suffice. (See Attachment Four, Note 5) 

In the long term we would have lost at least seventy-five percent of our 
sales to suppliers. As discussed above, the quantity of Texts purchast!d by 
suppliers is fixed by their customer needs. The fact that they buy from us a t all is 
dependent on tht! discount which enables them to cover their overhead costs and 
earn a modest profit. In the short term we would lose about ninety percent of 
these sales. The ten percent we would retain are those customers who would 
quickly find that they could buy from us and begin doing so. Over a period of time 
we should expect to recapture an additional fifteen percent of the fC1rmer 
customers of these suppliers. Using the long term income recaptured from the 
supplit!t' purchases, the income would have been approximately $~ l4,000. 

The quantities sold tu non-N.A. non-discounted buyers would have remained 
about the samt?. The decrease in price would have simply reduced the income by 
twenty-five percent. 'l'he non-discounted non-N.A. income would have been 
$:l:l:l,2 l 8. 

It is very likely that the immediate impact on WSO income from sales 
within N.A would not have changed. 'l'here would probably have been an 
immediate, but slight increase in the quantities sold. Eventually the number of 
units purchased would have declined, reflecting approximately a ten percent 
decreast!. This adjustment is expected because money would be moved from 
literature purchast!S to pay for other expt!nses. 'l'his would have set the incomt! at 
approximately $1, I 17, 195. After including miscdlaneous income, this would have 
produced approxi mately $1,591,962 in income. 
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An adjustment must be made in Example Two to reflect lower production 
costs because of the decrease in the quantity of Basic Texts, or other items sold. 
The primary decrease in expense would be applicable to the reduction in the 
number of Basic Texts sold to the suppliers. As we estimate that only 25% of 
these sales would be retained, the decrease would be approximately $144,450. 
The new expense level would therefore have been $1,800,779. The income level 
from this example would be $ l ,59 1,962. (Attachment Four, Note 6) 

The financial impact of the change in Example 2 is overshadowed by the 
fact that there would be a reduction in the number of Basic Texts in the hands of 
addicts in treatment. The number of addicts who would not have been given a 
Basic Text in Treatment would exceed 75,000 people. 

In both Examples One and Two, the funds committed to savings and the 
cash on hand at the end of the year are ignored. In addition to requiring a 
reduction in expenditures, there would have been no funds on hand at the end of 
the year nor any returnetl to prudent reserve. 

1986 YEAR END REPORT 

(S~ Attachment Two for the fu ll report) 

REVENUE 
LITERATURE SALES U 1 
LESS RE'rURNS AND ALLOWANCES ('.l} 
INTEREST 
M fSCELLANEOUS 

TOTAL REVENUE (:)) 

EXPENSES 
TOTAL EXPENSES (4J 

NOTES: 

1986 EXAMPLE EXAMPLE 

$2,580,4:31 
<469,551 > 

3,819 
24,7:30 

$2, 140,429 

$1 ,945,229 

ONE TWO 
25% REDllC 

S'l'ltAIGHT 25% TlON & ELIM-
R EUUCTION INATION OF 

DISCOUNT 

$I ,9:~5.324 $1,563,413 
< :352, 164> 

:3,8 19 
24,730 

$1,611,709 

3,8 19 
24 ,730 

$1,591,962 

< $:3:~:3,520> < $208,817> 
(Note 5) 

( I ) This figure represents the total income from sal~s if no discounts had 
been a llowed. 

l2) This figure represents the calculation of discounts given on all purchases 
made according to the WSO sales policy wherein a discount was given. Under the 
current policy thert~ a re a variety of discounts offered for purchases by N.A. and 
non-N.A . buyers. 

(:1) This figure represents the total amount of money deposited into the 
checking account uf the Office. This is effectively the income within which the 
Office has to operate. 

(4) This figure represents the total expenses of the Office for the year. 
(5) This reduction in expense level is matched against the new but lower 

income figure. Fur purposes of proper comparison this shoultl be matcht:d with the 
actual 1986 expense which would have required a reduction of $:!5:!,267. 
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lt is possible to use any number of different percentages when making these 
types of projections. The seventy-five percent reduction projection is used because 
of the small percentage of items purchased by suppliers that are used directly in 
their own facil ities. The rest are sold to other users. These suppliers use the 
money saved by their discount to offset the expense of operating their sales, 
warehousing, and shipping. They realize only a small percentage of profit, about 
nine percent by reseUing our materials. 

When we compare the income options we get a clearer understanding that 
more cuts in spending would have to be made. As the next section explains the 
only significant area where savings can be made is by reducing staff. 

POSSIBLE EXPENDITURE REDUCTIONS 

In the section above we calculated the impacts on income in both cases: 
deleting the discount policy and leaving it as it is. ln either case there would have 
to be ma,jor reductions in expenditures. The idea of reducing the price of things 
sounds like a great idea until you have to decide where the cuts are going to be 
made. There are several areas where cuts would be made first: prudent reserve, 
transportation and ~uipment. These areas will be discussed first. 

REDUCfNG PRUDENT RESERVE, TRANSPORTATION AND EQUtPMENT: The 
most immediate cut would be to stop adding to the prudent reserve . Although the 
reserve has fluctuated from year to year, the WSO has attempted to slowly build 
it up. There have been times when the short-range expenditures of the WSO have 
exceeded the funds available in accounts from current income. When this has 
occurred, we have had lo use prudent reserve funds. This has been done each 
year. 

The elimination of the reserve wou ld have serious impact on the ability of 
the Oflice to operate properly. The most dramatic impact may be in our ability to 
meet periodic large expenditures. 

An important asPl;!ct of the discussion relating to prudent reserve is that 
four times in the past eighteen months money has been drawn from the reserve to 
meet operational expenses. This occurred in February 1986, February 1987, 
August L987, and September L987. The amounts transforred were $LO,OOO, 
$9,000, $10,000 and $40,000 respectively. ln the first twu of of these occasions 
the money was quickly retm·ned to savinbrs when funds were available. In l985, 
the prudent re!-ierve was used more extensively. At the beginning of 1985 there 
was over $125,000 in the reserve. It was necessary to use about $95,000 of that 
for expenditures encountered during that year. 

Most of these periodic large expenditures are directly related to the ordering 
of the Basic Text. By the elimination of the reserve we would have to reduce the 
quantity ordered for each printing. The reduction in the quantity ordered each 
time would increase the cost for each copy. 

Our experience has proven this to be the case. When the WSO began 
printing the Text in 198:~ . the first fi ve thousand copies cost over $~.50 each. 
Later in 198:~ when we went to a larger printing company and ordered printings 
of L0,000, we wen~ able to have the cost per item reduced to $1.93. We 
eventually went to a larger company in 1985 because we wi::re going to order 
larger numbers for i::ach printing. When we began ordering 37,000 copies for each 
printing the cost was reduced to $1.76. Sinci:: that time the u:;ual cost increases 
have increased the price to $1. 79, but even this will go up in the near future. 

Our ability to pay the $66,2:30 at one time to purchase 87,000 books at 
$1. 79 has been dependent from time to time on our ability to use money from our 
prudent reserve. If we did not have suflicient funds in the reserve at the time we 
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ordered, we would have to buy fewer copies each time thereby increasing the unit 
cost. 

The second a rea for reduced expenditures is for new equipment. As was 
expla ined in the 1984 and 1985 WSO reports, the large expenditure for equipment 
was expected to be a short duration process. [t was expected that in the first 
years of operation a large percentage of income would be spent on accumulating 
the necessary equipment. In subseq uent years the pe rcentage of expenditure on 
equipment would diminish. ff we had reduced the e xpenditures made in 1985 or 
1986 for equipment, the ability of the office to perform many of the tasks we now 
perform would have been severely crippled. 

The need to purchase additional equipment has not run its course. If we are 
unable for a few more years to have the ability to purchase essentia l equipment, 
future operations of the Office wiU be negatively affected. Eventually the Oflice 
should reach the situation where the total dollar investment in equipment levels 
off or has a decrease from the current yearly average. When this occurs the 
expendit ure will be for replacement equipment rather than the initial 
accumulation of equipment. 

The third area for immed iate reduction in expenditure is for t ravel. It is 
possible to make a significant reduction in this expenditure category. The WSO 
travel expense is separa ted into four separate travel needs: WSO Board 
participation, Boa rd and staff support for area and regional needs, WSO 
part icipation in Conforence activities (the a nnual Conference meeting and 
quarterly workshops) and WSO direct support of WSC travel expenditures in 
excess of the WSC travel budget. It is possible that almost all of these 
expenditures could bl:! eliminated. 

The WSO could return to requiring the Board members to pay for their own 
expenses to attend WSO meetings. This would reduce tht! ability of the Board to 
properly supervise and manage the Otlice, or it would pla1.:e future membe1·s on 
notice that you have to have several thousands of dollars in personal money each 
year in order to accept this service assignment. 

The Office co uld end it:> support and part icipation in a rea and regional 
activities. The Office has been involved in the e fforts to form area and regional 
service offices. The individual trips a nd works hops could be halted. Therefore, 
N.A. offices could nut benefit from the accumulated experience of extensive WSO 
staff participation. 

The Office could t!nd its support and participation in Conference activit ies. 
Both staff and Board members attend the Conference and the two workshops. 
The Office also provides clerical support for the operation uf the Conference 
Committees and the Conference when they meet. The Oflice staff provide 
guidance, clerical and administrative assistance to the operation of Committees 
when they meet. Several Confi:! rence Committees have requested a nd rece ived 
Board members to serve as an additional resource to their committ~. The 
expenditure fo r a ll of these Conference related services could be eliminated. 

In prior years the Office paid the complete costs for some Conference 
Commit~e acti vities. These activities Wt!re either not included in the Confe rence 
budget or were in excess of tht! amount providoo for in the Confere nct! budgt!t . 
When requested by the Committee and the Conference Administrative committee, 
the WSO has consented to provide funds for such activities. The WSO could refuse 
future agr~ments for such expenditures. 

This concludes the activities where cuts in exptmditures could easily be 
made . Unfortunately, even if significant cuts short of eliminating all such 
expenditures were made, they would not be sufficient to account for the lost 
income. Reductions would have to be made in the dire<:t labor and contract labor 
expenses. Cuts in staff and contract labor, however, affect the very purp<>St! a nd 
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ability of the Office to provide service to the membership a nd the sti ll-sufforing 
aJdict. 

REDUCING PERSONNEL COSTS: The area to be cut last would be in 
personnel expenditures. When we have to make cuts in personnel costs, it means 
reducing services. Unfortunately personnel costs constitute the la rgest possible 
area where cost reductions could be made. The direct labor expense a nd contract 
la bor account for about 40 percent of the total budget. Before discussing in detail 
the possibility of reducing expenditures for direct labor or contract labor, it is 
important to look at where the Office and the Fellowship were in 1982 a11J before. 
At that time the Otlice operated almost exclusively as a literature production and 
distribution office. It was essentia lly a printing and distributing service that 
operated on a shoe string budget. The actual costs for operation was not covered 
by what what charged for the literature. Donations were sought from the 
Fellowship. Some money came in, but it was irregular and never enough. 

The Office was unable to properly serve the members at the t ime and was 
not capable of serving the needs of the millions of addicts who had not learned of 
N.A. Only afttff 1983, when the Office began to have and use money from 
enlarged literature sales, was the Office able to perform its responsibilities 
properly. The Office cannot perform its responsibilities without e nough properly 
trained, ski lled employees. 

The Office does not currently have an excess of employees. Our employees 
generally work longer hours and show more dedication than required by general 
employment. It is possible to reduce our expenditures for employees, but to do so 
requires the eli mination of the work that they perform. On the pages that follow 
is a summa ry of the different areas of work that our employees are engaged in. 

Even with the employees we currently have, we are not able to get done all 
the work that needs to get done. We are always behind. There are always 
projects and needs that a re clearly important to complete that we simply do not 
have the time to get to. The mixture of services that would be cut would depend 
on a large number of factors and cannot easily be determined in advance. Which 
employees would be laid off would be determined by the priority of services the 
Board would have to decide were to be maintained. 

WSO RESPONSIBlLl'l'IES 

The areas of primary responsibility and activity of the World Service Office 
can be generally outli ned from a n examination of the Temporary Working Guide 
lo the Service Structure. Many of the WSO duties are described there while others 
are implied, because they are essential in order to accomplish assigned duties. 

'T'he first areas of' responsibility relate to the production and distribution of 
literature. This begins with pre-production activities that include taking material 
developed by the Worl<l Service Conft:irence and approved by the Conferenct:i, 
having it typed, typeset, printed, manufactured, stockpile<l a nd shipped when 
ordered. It would impair the ability of the Office to provide production and 
distribution services of our literature if cuts were made in manpower expenditures 
related to the primary services. Cuts would fu·st be made in the areas described 
as secondary responsibilities. lt is very likdy that a large part, if not a ll of the 
services described in Part 'T'wo, would have to be reduced by twenty-five to thirty­
five percent. Many of the services provided to the Conference would be the first 
eliminated. 



20 

Page 14 

PART ONE -- PRIMARY RESPONSIBfLfTIES: 

lnventory Pre-Production: This includes copy editing, typesetting, proof­
reading, layout, paste-up, graphics, selection of printer or producer and production 
supervision. Pre-production activities need to be very carefully managed. We only 
have one full-time person engaged in this activity. If not properly supervised, 
errors can result t hat cause loss of time, energy and money. Our recent mistake 
with the reprint of the draft of It Works is an example of this problem. 

Inve ntory Purchasing or Production: This responsibility is a carry-over 
of pre-production activities. Some items a re produced in house . This is done 
usually on t hose types of items where the quantity is small or the changes a re 
frequent. For all other items, purchasing and publication includes the selection of 
the various manufacturers or printing concerns that actually do the work. This 
involves obtaining bids and evaluating strengths or weakness of pm;sible 
contractors. It is important to manage and monitor all companies involved in 
production and printing in order to avoid wastage, increased expenses and loss 
resulting from improper activities of the companies involved. The largest part of 
our total expense is related to obtaining and then keeping adequate supplies of 
inventory items. 

lnventory Receiving, Storage and Shipping: This a rea of responsibility 
incl udes receiving, storage, and shipping of literature upon purchase. This major 
activity requires warehousing facil ities, essen tial shipping and receiving equipment 
and sufficient manpower. Equipment includes scales, measuring devices, postage 
machines, photocopy machines, a for k lift, and pallet jacks. This activity includes 
processing hundreds of orders during each week, the recording of' that information, 
the collating of materials for each order, packaging and shipping the orders. The 
receiving, storage and shipping activity currently requires a staff of nine people. 

Literature Sales: The Office provides direct communication to a ll 
purchasers. The administrative end of the literature sales department requires a 
staff of' three people. This includes a supervisor who has general responsibility to 
communicate and contact those individuals requiring direct and persona l service 
for their orders, or those individuals experie ncing some difficulty with their orders. 
The sales effort is a general response to the btrowing demand for literature 
produced and made available through the World Service Office. The number of 
individual accounts for commercial buyers and the individual accounts for 
Fellowship buyers continues to grow. The complexity of the sales discount 
program discussed in other places in this report, points to the essentia l aspects of 
li terature sales responsibility as a continuing effort from t he office. 

Accounting: The accounting function is essential to any activity of 
business management a nd without a n adequate accounting staff, the World 
Ser vice Oflice would cease to function. This includes receipt of funds, 
computerized entry, banking, billing for accounts n~ceivable, inventory accounting, 
paying bills, payroll, taxes a nd financial a nalysis. In additiou to accounting for the 
WSO, services are also provided to the WSC. 

Administration: The administrative function of the WSO includi::s oflice 
and personne l management for a ll activities, interface with the Board of Directors, 
the Conference a nd the Fellowship at large. A major reorganization of the WSO 
occurrt:!d during tht: past year. In addit ion to changing organizationa l 
responsibilities within the staff there was a strengthening of management. The 
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key element was the selection of an Administrative Assistant to supervise the 
project coordinator staff. 

In prior years all project coordinators reported directly to the Executive 
Director. The project coordinator staff members are assigned to provide services to 
the Fellowship at large, to service boards and committees of the Fellowship, and to 
the general public. 'l'he vast number of separate projects being worked on 
simultaneously made it impossible for the Executive Director to manage them 
effectively along with all the other responsibilities. 

The Administrative Assistant fo r Services was selected to oversee this 
important area of work. The person selected has intimate knowledge of the 
Fellowship at a ll levels, especially the World Service Conference Committees with 
whom WSO staff work directly. A result of this additional management has been 
an improvement in the services provided by WSO to the Fellowship and 
Conference Committees. 

One additional project coordinator position was created and filled during this 
period. This filled a growing need in public information. 

The largest increase in staff level was in the clerical field. We increased the 
clerical staff from nine positions to thirteen. This increase has madt:! it possible to 
have one clerical staff member for each coordinator. 

The reorganization allowed us to more clearly establ ish an accounting 
department. This important management function received considerable 
investment in time, energy, a nd funds during the year. This was started by the 
allocation of a full-time accounting supervisor position. In the coming year it is 
expected that WSO will hire an accountant fo r full-time employment to manage 
this department. Major projects undertaken during this past year were the 
computerization of all accounting, accounts receivable, payroll a nd general 
financial records systems. Additionally, a co mputerization of the order processing 
system was undertaken along with inventory management. ln the coming year 
we will complete computerization of the accounts payable function. 

The Shipping Departml:!nt ma intained the same number of positions, 
a lthough two temporary positions were made permanent positions. With the 
change of these two positions to permanent status, we decreased the utilization of 
part-time help in shipping and eliminated a ll temporary workers in this area. 
Vast improvements have b~n made in the efficiency and accuracy of shipping 
responsibilities. Reorganization affected shipping operations by separating the 
responsibilities for accounting and computer equipment management which had 
been exercised by the person managing the shipping department. 

We continued our facilities management contract with the Xerox 
Corporation. Under this contract Xerox maintains a large photocopier machine in 
our shipping building, provides and a pays a full-time operator, and provides the 
paper. This is a three-year fixed fee lease agreement. We do not use this fo r the 
general production of literature. Only relatively small runs of literature items are 
completed on this machine. We use this machine for the many projects that are 
done each month requiring multiple copies such as Fellowship Reports and the 
New:;Line. 

The following chart shows the difforences in staffing between 1985/86 a nd 
1986/87. 'l'he column on the right reflects where additional staff are needed and 
may be assigned if WSO staff levels increase during the current year. Part-time 
and temporary positions are not shown. We continue to use some part-time 
workers fo r overflow work. 
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STAFF ASSIGNMENTS 

ADMINISTRATION 
PROJECT COORDINATORS 
CLERICAL 
ACCOUNTING 
SHCPPING 
FACILITIES CONTRACT 
TOTALS 

1985/86 1986/87 

4 
5 
9 
1 
6 
1 

26 

5 
6 

12 
2 
6 
l 

32* 
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1987/88 
PROJECTED 

6 
7 

15 
3 
7 
I 

39 
*Note: New positions have been added sioce the chart 
wa!_? prepared. Stlt! organizational chart for additional 
positions. 

New positions are usually created long after a pressing need filr the position 
has been established. Usually we expect our employees to simply work harder to 
keep up with the increasing workload. Only when we cannot even marginaUy 
accomplish tasks with existing manpower do we add new positions. 

We do our best to have new positions created t hrough planning as part of 
the budget adopted at the beginning of each year. In the budget process, a 
forecast of income is generated along with a forecast of anticipated spending levels 
for a ll areas of expense. In this manner employment levels are projected according 
to need and the availability of sufficient funds to pay for the position on an 
ongoing basis. Beca use of the constant increase in the need for clerical and 
shipping positions, we will experience continued growth in these categories, 
whereas fow new management or supervisory positions are expected. 

It is anticipated that one additional project coordinator position will be 
created during the 1987/88 year. This position will be related to the needs of t he 
international membership. Currently these duties are being handled as additional 
work responsibilities of employees assigned other primary duties. Consideration 
has also been given to dividing the duties assigned to the Group Services 
Coordinator because of the wide range of work in this field a nd the increasing 
workload. Because the availability of funds is the final determining factor, no 
precise planning for either need can be forecast until funds are available. 

In the chart following this section, a n additiona l Administrative Assistance 
position is shown. Consideration for authorizing this position may be undertaken 
as part of the 1988 budget year. It is shown currently so as to clarify the 
organizationa l responsibilities of the departments in that section. 
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PART Two -- SECON DARY AREAS OF wso ACTTVITY: Secondary areas of 
WSO activities are those activit ies accom plished to benefit the general Fellowship 
and the general public rather than be ing essential for the operation of the WSO as 
described above. The secondary areas of activity include General Services, such as 
group registration, World Directory or meeting information, Starter Kit 
distribution, general Public Information inquiries, production of the Newsline and 
the N.A. Way Magazine and the N.A. tape approval process. Others include 
translations, Loner Group, assistance to offices and Fellowship corporations, 
assistance to Fellowship committees for the regions, areas a nd groups, assistance 
to t he World Service Conference, assistance to the World Service Conference 
Committees, assista nce to the World Service Board of Trus~s. 

Group Registration: Group registrations is an area of important 
responsibility, where an individual group, as it is fi rst fo rmed, usua lly sends 
information to the World Service Office indicating that a group has been formed. 
The office serves as the initial contact responding to the members, sending them 
additional information, including them on the mail list fo r the Newsline and 
providing information to them about the nearest area committee and regional 
ser vice commi ttee contacts. The Office a lso provides information to the respective 
area and region and service committee representatives, so that the new group can 
receive immediate contact from both of these elements of the service structure. 
Without this type of communication services, group registrations would be difficult 
to manage and new groups wou ld find it difficult to locate other elements of the 
Fellowship. 

World Directory/Meeting Referral: The World Service Office has, during 
the last year, discussed in previous reports the impracticality of maintaining an 
adequate, up-to-date World Directory of meetings. (n recent reports, consideration 
has been given to a lternative methods by which information may be obtained a nd 
stored for use when inquiries are made. Tht:?re does exist several spl:leific needs fo r 
information from individua l groups that should be maintained as esst:?ntia1 parts of 
records of every group at the World Service Office. The essential information 
includes the names a nd addresses of every group and a contact person for the 
group. This information is a lso used for the Newsline and otht:?r mass mailings 
that may need to be done. 

Starter Kit Response: The World Service Office distributes several 
thousand Starter Kits every year. The Starter Kit includes 1.P. No. L8 and a 
small quantity of other literaturt:l items. The gene ral response tu such Starter Kit 
inquiries reveals that approximately twt:?nty to twenty-five pt:Jrcent of these freely 
distributed packets results in the establishment of a meeting. lf the World Service 
Offict:l we re to discontinue this function, it is very probable that a great number uf 
addicts would fail to find Narcotics Anonymous and fail to recover from the disease 
of addiction. 

Newsline: Tht:l Newsline was initiated in 1983 as a mechanism to 
communicate to the Fellowship a bout the activities of the World Service Office to 
explain what was be ing considered by the Board of Directors, problems the World 
&rvice Office was encountering a nd solutions the office was discussing. 
Publication of the Newsline is currently done without cost to the Fellowship and 
provides a valua ble news source throughout the Fellowship. Rt:lcently, a dt:lCision 
was reached to publish thtJ Newsline s ix times a year rather than twelve timt:?s a 
yt:lar in a drive to save some money. The Newsline continues to bt:l, however, an 
essential element of public information within the Fellowship. 

N.A. Way Magazine: The N.A. Way Magazine became a prnject of the 
World Service Oflice in 1984. Sinct:l that time, subscrihership has grown from 
approximately 500 to over 5,000. The magazine currently is practically self-
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supporting and with pending increases in content and income, it is possible the 
magazine will continue to remain close to the self-supporting range. The magazine 
is practically self-supporting from the standpoint that it does not pay its share of 
the general overhead or equipment expenses. It does, however, pay for its 
production expenses and Labor expenses. The magazine provides an important and 
growing avenue through which membe rs of the Fellowship can share their 
personal experiences in recovery and their attitudes about recovery. In increasing 
the content of the magazine, it will provide opportunities for the Fellowship to 
share in other ways in philosophical and practical issues within the Fellowship. 

N.A. Tape Approval Process: The Office discontinued selling tapes in 
1984 because the Office felt that the prior tape inventory had been evolved 
through a system which was not including the Fellowship at large in any way. 
The approval process had been done entirely by Board and staff of the World 
Set·vice Office. The procedure currently in effect provides for a clear and thorough 
evaluation of tapes for their appropriateness, their language and content by a 
committee primarily selected by the World Service Conference. The process has 
proved to be laborious and slow, but nonetheless it is very productive. The tapes 
entered into the inventory eventually provide income to the Office. 

Loner Grou p: The Loner Group was initiated by the World Service Office 
in 1984 as a means of supporting individuals who were isolated in some manner 
and unable to attend regular N.A. meetings. The energy involved in this project is 
relatively small, however, the rewards and impact are significant to the members 
of the Loner Group who are isolated and unable to attend meetings. 

Translations: The work already done in translation services is small in 
comparison to the need. The direction of translation efforts has been to complete 
the White Booklet and the I.P.'s in each language before the Text or i:;ervice 
materials are attempted. We are in various stages of completing this goal in 
Spanish, Italian, French, German, Japanese am.I Portuguese. The time, energy 
and expense involved in developing this limited number of items is just the 
beginning. Much more money and effort is necessary if addicts using these 
la nguages are to have the benefit of all the materials available in English. The 
amount of staff time, and the amount of dollars devoted to the translation of 
literature, has a direct impact on the ability of addicts in other languages to 
recover . Cutting back in the area of translation services denies addicts who do not 
speak English the opportunity to recover from this disease. 

WSO Cata log: 'l'he catalog has provided the opportunity for widespread 
distribution of information concerning N.A. literature and other items and thereby 
makes th~e materials more widely available to the general public. 

Printing Agreements Outside the U.S.: 'I'he licensing agreement process 
the Office has been engaged in during the past eighteen months is just the 
beginning of a long development process that wiU eventually see the printing and 
distribution of literature throughout the world and in a b'Teat number of languages 
in places outside the North American continent. This element of service by the 
Office will have far reaching effects way beyond the energy and cost involved . 

General P.I. Inquir ies: T he World Service Office is becoming a widely 
known contact point throughout the world as the i:;ource through which addicts and 
non-addicts can come in contact with the N.A. Fellowship. The Office address is 
published in a growing number of magazines, booki:;, newspapers, and appears in 
television and radio programs. 'I'he response the World Service Office provides in 
writing letters, answering telephone calls and providing information or Starter 
Kiti:; is a n essential element in providing the opportunity for millions of addicts yet 
to come in contact with N .A. for their possible recovery. 

Hospitals a nd Institutions Services: 'l'he Office has provided through its 
staff, direct asi:;istance to inquiries from H& l administrative personnel across the 
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globe. This single contact point bas been a critical aspect in the development of 
H&I meetings and activities, and bringing new literature into institutions and 
hospitals around the world. Supplemental activities include the writing and 
publication of the H&I newsletter, Reaching Out, accumulation of information on 
H&I meetings worldwide, and assistance to administrators of hospitals and 
institutions who wish to encourage development of N.A. meetings in thdr 
facilities. This important working tool has been a valuable part of the development 
of H&I meetings and H&I communications. 

Assistance to Offices and Fellowship Corporations: In 1983, the Office 
a lerted the Fellowship to the problems the Office discovered concerning matters of 
legal and f"mancial relationships to the tax agencies in the United States. An 
important aspect of the resolution to this problem was the development of 
additional non-profit corporations within the structure of the spiritual Fellowship. 
This permitted local e lements of the Fellowship at the regional or area levels to 
continue to conduct activities in a similar manner within the legal framework. 
This activity has occupied a growing amount of time during the last several years. 
Major reports have been written on this subject. Two separate group workshops 
have been held and over thirty individual workshops were held in different places 
in the U.S. The result of this activity has been the development or more than 
twenty-five separate corporations and service offices throughout the world. It is 
anticipated that more corporations and offices will be formed. Additional 
workshops are being scheduled. Individual consultation visits need to continue on 
a regular basis. 

Assistance to Fellowship Committees: In 1984, the Office initiated a 
Group Services Department to formalize the assistance provided to the a rea 
committees, regional committees and individual groups in helping to resolve 
individual problems that they encountered. This service was, and continues to 
supplement, the responsibilities of area and regional committees to provide direct 
services to the members of the Fellowship in their respective areas. Assistance 
provided by the Group Services Department to Fellowship needs reflects the 
cumulative knowledge and information of experience gained throughout the 
Fellowship. The Office provides the central focus for the exchange of this 
information. Without a single contact point for the collection and distribution of 
such information, many N.A. committees and groups would continue to experience 
the same problems over and over again. 

Assistance to the World Service Conference: ln the years prior to 
1983, when the Office began to assist the administration of the Conference, the 
World Service Conference was only sporadically able to meet the ad ministrative 
needs it was called upon to conduct. In 1982/8:.3 year, for example, the energies of 
the Administrative Comm ittee and the Committees of the Conforence were fairly 
limited. They were limited most severely by the time available for those trusted 
servants to take away from their business and personal lives to conduct necessary 
activities for the Conference. When the World Service Office began assisting the 
Conference, the effectiveness of the Conference improved, the reliability of their 
communications and activities had a profound and impressive change. The Oflice 
interface with the World Service Conference now forms an essential part of the 
overall success of the World Service Conference. 

Committees of the Conference: The services that the Office provides to 
individual committees of the Conference is so extensive as to practically defy a 
brief description. Each of the Committees of the Conference currently has a 
corresponding project coordinator assigned to work with it. The project coordinator 
is backed up with at least one additional clerical staff person to assist in this work. 
The work of the staff has become an essential part of the functioning of 
Committees. It is very likely that should staff support be withdrawn from 
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Committee activities, WSC Committee Chairpersons may find it necessary to 
become full-time trusted servants, leaving little time for their personal lives. 

Meetings of the Con fe re nce and Committees: The Office has effectively 
been providing assistance to the Conference and its meetings. While much of this 
activity could be done on a strictly voluntary basis, it is currently done with rather 
considerable efficiency and competence. The Conference a nd its Committees would 
experience difficulties in handling all of these responsibilities by themselves. 

Assistance on WSC Committee Projects: The Office has provided 
essential assistance in the development of certain types of projects done by the 
Conference. Specific examples of this were the development of the Public Service 
Announcements through the Public Information Committee and the Office in 
1985. The Office provided the management skill, contacts, contract 
administration, contract management for the actual production of the Public 
Service Announcements. Another example is the assignment by the WSC to edit 
the Basic Text. The Office again was used for contract management and contract 
administration. Otht:r examples include public service events of oon-N.A. 
activities, wherein the Fellowship makes presentations or has public information 
displays at events held by other organizations. The final a rea where assistance to 
WSC Committee projects is held is with special workshops or meetings conducted 
by individual Committees. 

Assistance on Fe llows hip Projects (Region s/Ar eas): Assistance in 
Fellowship projects includes workshops, special materials and special meeti ngs. 
This area of assistance provided by the Office includes workshops at areas and 
regions on various aspects of service and assistance to individual area and regional 
committees in resolving problems that previously had been unresolved. This has 
included attendance by WSO Staff and/or Board members to different area or 
regional workshops and special meetings. 

Financial Assistance to the Conference: During each of t he last fo ur 
years, the World Service Office has provided direct and indirect financial support 
to the World Service Conference and its various activities. Some of this support 
has been in the form of direct subsidy, some of the support has been in the for m of 
loans. Regardless of which particular activity type, if the World Service Office is 
to discontinut! this particular service to the World Service Conference, it is very 
likely t hat the Conference will endure renewed difficulties in achieving and 
completing the responsibilities that it sets out to do each year . 

PART THREE -- ADDrTfONAL SERVICES AFF'ECTfNU CURRENT OPERATIONS 
AND PO!:IB lllLY FUTURE OPERATIONS: 

Facilities: The World St:!rvice Office, in addition to bl:ling an administrative 
organization, must provide facilities for its operation and for the services it 
provides. The cost involvoo for facilities and facility management, in addit ion to 
rent, includes expenditures for repair, modernization, alterations to accommodate 
growth and change in staffing, insuram:e and repair. The Office continues to 
operate from an industrial type warehouse, whereby saving the costs that would 
be incurred if a regular commercial oflice buildjng was utilized. In gene ral terms, 
commercial office space is nearly twice as expensive as space in warehouse 
settings. Another factor to consider for facilities is the savi ngs that would occur if 
the WSO ownoo the buildings it used. This would be possible if sufficient funds 
were allocated from annual income for long-term reserve. Alte r the building had 
bt:en paid for, {approximately ten years), the WSO would save more than 
$I 00,000 in facilities costs. 

Equipment: When the World Service Oflice changed administration in 
198:1, the Ollice equipment that the World Service Office had at the timt:l included 
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a typewriter that did not work, a magnetic tape memory typewriter system which 
did not have a screen or movable memory, and a small used photocopy machine. 
At that particular time the World Service Office included two full-time employees 
and one part-time employee. It was known then, and reported to the Fellowship, 
that substantial growth of the Office was going to occur, necessitating vast 
expenditures for equipment. It was anticipated as early as 1984 that the Office 
might have between 50 to 60 employees when the period of growth leveled off. 
The Office currently has 39 employees and providing essential equipment for those 
employees has been a rather considerable expense. It is anticipated that 
additional expense will be incurred approximately equal to that which has a lready 
been incurred for accumulating equipment. It is anticipated that within five to 
seven years the general outlay for office equipment will level off and only 
replacement equipment will then be purchased. 

WSO Printing FaciJity: At the Conference in 1986, the WSO informed the 
Fellowship that it was considering the possibility of doing its own printing. A 
preliminary study of the feasibility of this idea was initiated but has not been 
complt::ted. A list of equipment and facility needs was generated but study of this 
matter has been halted pending further discussion and possible action on the 
subjtl<:t of this report. It is clear that the volume of printing that the WSO does in 
a given year is more than ma ny small printing companies complete. The total 
printing bill for 1.P.'s, White Booklets and other small items seems to more than 
justify the establishment of a WSO operated printing facility. It is very possible 
that, by doing our own printing, tens of thousands of dollars might be saved. In 
order, however , to engage in this endeavor the issue of price policy for the WSO 
must be resolved, remain stable for a number of years and provide sufficient 
income to justify the expense. 

World Service Branc h Office: Several years ago the WSO Board 
established a tentative plau Lhat the WSO would open a branch office in Europe to 
serve the needs uf our growing Fe llowship there. In the intervening years that 
project was set aside on the prospect that as the Fellowship developed in each 
separate nation they would establish their own service offices. Unfortunately the 
growth of the FeUowship there has been slow and the services needed a re not 
being provided. 

Accordingly, the Board has renewed its commitment to the growing N.A. 
communities in Europe and moved to estabLish an office there. This was recently 
reported in the Fellowship Report and the Newsline. This projt!Ct will cost more 
than it produces in incumtl for a number of years. The basis for determining the 
need to move ahead with this project is that the worldwide Fellowship has the 
responsibility to invest the time, etfort and money necessary, in order that the 
hundreds of thousands of addicts in Europe who do not now know about N.A. will 
have the opportunity for recovery available to them. 

As the Fellowship develuµs in other geographical arttas such as South 
America and Africa, consideration will have to be given to offices to serve their 
needs too. Wherever possible regions and areas will be encouraged to develop 
their uwn service oflices in a similar manner as is being done in the U.S. In this 
way the WSO can avoid duplication of effort by having its office or offices perform 
only those services appropriate for a world office. 

SUMMARY: Generally speaking, the Office provides services to the 
Conference, services to other elements of the service structure and services to 
b'l'oups or those wishing to start groups. If the work the WSO is currently doing in 
any or all of these areas could be transforred to others, then the cost of WSO doing 
them could be shifted to others too. Unfortunately this is not probable. Much of 
what the WSO does in these areas is done by WSO because it was nut being done 
before or was not bdng done satisfactorily . 
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As discussed in a prior section, many of these act1v1t1es were done at one 
time by trusted servants only. This proved to be impractical and required more 
time than most volunteers were able to give. This resulted in many of the 
decisions leading to having a paid staff perform these services. 

The experience of the FeUowship in years prior to 198:3 was such that the 
Ft!llowship grew at a fairly slow rate. Prior to 1978, the Fellowship was 
exceedingly small, even though it had existed for more than twenty years. When 
the World Service Office began functioning and distributing N.A. literature, and 
the World Service Conference began functioning, the Fellowship began growing at 
a much greater rate. There are a number of lessons to be learned from this, 
among them being that the ability of the Fellowship to carry the message to other 
addicts does, in part, depend on special workers. In the years between 1978 and 
1983, the Office was inefficiently managed, but functioned at a level possibly 
commensurate with tht! m~ed that existed at the time. It does not set:?m likely or 
practical that the Fellowship will be able to accommodate our continuing growth 
without the assistance provided by the World Service Office and the assistance of 
more localized service offices. 

ALTERNATI VES 

The previous parts of this report explain the current activities of the World 
Stlrvice Office. They a lso report fairly clearly that a twenty-five percent reduction 
in the income produced by sales of the Basic Text and information pamphlets 
would have a disastrous effect on the ability of the Office to provide the services 
that it currently does. The following section will discuss in general terms, 
a lternatives that may be considered. 

Alternatives include a presumption that. the Fellowship generally believes 
the types of services that the Office is conducting should be continued. (n 
considt:?ring alternatives to the impacts of a reduction in the cost of literature, if it 
were the choice to maintain services that the Oflice does provide, additional 
revenue sources would have to be created. The financial crisis that has existed 
from the very beginning for the Conference clearly points that it is not currently 
feasible for the Conference, much less the Office, to be funded solely by donations 
from area and regional committees. 

FUND FLOW FI NANCING: If a reduction in literature prices would in reality 
result in an increase in extra money at the area and regional levels then this extra 
money could be used to finance the services no longer provided by the WSO. 
Therefore, if a reliable and functioning system were employed that established 
requirements for area committees or regiona l committees to automatically and 
without fail funnel monies on to the Office, it might be possible to offset some of 
the loss of revenue from sales by direct donations. It does not seem likely that this 
will happen. 

The logic of reducing the price of literature in order to save money for the 
individual groups to then be sent back to the WSO to provide services that were 
cut does not make much sense. 

NEW MISCELLANEOUS INVENTORY ITEMS: Another a lternative would be to 
introduce intt> the World Service Office inventory more items that would be 
classified as nonrecovery materials. This may be a controversial suggestion as 
there is divided opinion concerning such items. Included might be T-shirts, polo 
shirts, j ackets, jewelry, bumper stickers, plaques, desk calendars, wall calendars, 
watches, playing cards, any number of items that are currently sold at 
conventions. These items could be included in the Oflice inventory and sold at 
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prices commensurate with what the Fellowship was willing to pay. Conventions 
prove there is a large demand for jewelry, particularly. 

By using this alternative, it is possible that the Office could recover some of 
the income lost from a price reduction in literature items. In order to fully benefit 
from this alternative it would be necessary to restrict the sale of such items to the 
WSO rather t han permitting them to be independently manufactured and sold by 
or at conventions. If these items were independently sold by individual vendors, or 
sold at activities such as conventions, the WSO income from sales of these items 
would not be sufficient to maintain the current level of services from WSO. 

NEW MAJOR LITERATURE PuBLICATlONS: As the Fellowship approves 
other major literature works the financial situation of the Office will continue to 
improve. For example if or when a daily meditation book and/or a book on t he 
Twelve Steps and Traditions are approved and published they should provide 
substantial additional income. lt is very possible that the quantity of sales of 
these two publications might easily approach fifty percent of the number of the 
Basic Texts sold each year. The projected retail price for the book on the Twe lve 
Steps a nd Traditions is $6.00. The cost for this publication would be 
approximately the same as for the Text. Although there will be normal costs 
associated with their production, there will be a reasonable profit from sales. The 
speed with which these other major publications are approved may have an impact 
on the future of the Office. 

COMMERCIAL BOOK STORE SALES: The World &rvice Office does not 
currently engage in a planned effort to offer N.A. pubLications for sale to the 
public generally. Although this has been discussed from time to time wit h respect 
to t he Basic Text a nd sales to such outlets as neighborhood bookstores, no effort 
has been dedicated to this task. It is possible, however, that the Office could 
engage in open marketing of WSO literature, the Basic Text specifically, and have 
them sold widely through book stores around the world. The increased volume of 
t he sales could very likely offsd the loss of revenue by the reduction in price. 
Some individual bookstores already purchase small quantities of the Basic Text. 
However, they do not purchase enough copies to qualify for our discount policy, 
a nd only a few copies a re purchased. A program to increa!:>e bookstore sales would 
require a discount system that is acceptable to the bookstore industry. 

If sales to bouk stores of all major publications came to pass, then the 
income generated would further make it possible for a reduction in the cost to the 
Fellowship. 

CONCLUSIONS 

The i!:>sue at hand really centers on the impact on the person or the group 
that ha!:> to pay for a book. More than half of the books sold are indirectly but 
ultimately paid for by hospitals and treatment centers who have passed the cost 
on to an insura nce company, a governmental ag1rncy or the individual as part of 
t heir treatment cost. The ultimate purchaser of the rest of the books is usually by 
a group who then gives the book a way or sells it to a member. 

Through the mechanism of discount policies an effort has been made to 
maintain a relatively equal cost for the ~rson who actually pay!:> for t he book, 
regardless of the source they purchase from. The actual co!:>t depends on factors 
such as local or state sales tax, shipping costs passed on to the buyer directly or 
indirectly, a nd the profit margin poLicy of the committee or company who sells to 
t he ultimate buyer. These factors we cannot control. However, they are 
frequently the factors that move the cost to the buyer from $8.00 to $9.00 or 
more. 
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The WSO has attempted to reduce the price to those who purchase in 
quantity in order to encourage quantity purchasing. This is a simple business 
oriented decision: It affords a theoretical reduction in the per unit costs for WSO 
handLing a nd affords the buyer the opportunity to keep the cost to the buye r lower 
by allowing t he committee or company in the middle a percentage of income to 
defray their costs. 

The central issues in the discussion therefore are tht:: relative value of the 
current price structure wherein the WSO has sufficient funds to operate or 
whether there is greater benefit by reducing the cost to the ultimate buyer. 

If a me mber or a group bought ten books each year at $8.00 to give away, 
the base cost would be $80.00. If a reduction in the base price of twenty-five 
percent was initiated, the cost for ten books would be $60.00. This twenty dollars 
either affords a savings to the member or group, the opportunity to buy 2.5 more 
books or, when added to the income of the WSO, it affords operational expenses to 
the WSO. 

In finaJ detail therefore, this discussion centers a round whether this money 
better serves the interests of the individual addict by having it in their pocket, or 
the addicts of the world by being part of the revenue of the WSO. Every member 
will have to determine their own answer to that question . 

There are several conclusions that this study has reconfirmed in the 
thinking of the WSO Board and staff: 

1. The tradeoff between saving the member or the group the two dollars 
per boo k if the price was reduced a nd reducing the services provided by the WSO 
does not seem to be a wise trade. There is more benefit to addicts still on the 
streets, to the individual members of our Fellowship, to our se rvice committees 
and to the general public that the price rema in the same. 

:l. An across-the-board reduction in the price of tht:: Text and l.P.'s by 
twenty-five percent would cause elimination of tht:? discount policies. This, in turn, 
would eLiminate most of the sales outside the Fellowship. WSO income would be 
decreased, but more importantly, it wouJd deny addicts the opportunity to obtain 
the N.A. Text while in treatment centers or hospitals. 

3. The services provided by the WSO are an essential part of a vibra nt and 
functioning Fellowship. The crippli ng of the WSO by rt!ducing its income or 
services is a step backward and would have the a ppearance of conveying to other 
addicts that this is a self~centered recovery program: We who are here now have 
ours, and we are not interested in investing enough of our money to help you find 
recovery in our Fellowship. 

It is the opinion of the WSO that for the overall gooJ of the Fellowship as 
we know it today, and fo r the millions of addicts who are still using a nd have not 
found N.A. , the cu1Tt:?nt level of money is essential to the WSO in order to help 
fulfill the primary purpose of N.A. Even in those countries whe re N.A. is strong, 
Canada, United Kingdom, Germa ny, Ireland, Australia and the U.S., there are 
millions of addicts who have nut yet heard of N.A. In coun tries where English is 
not the common language tht:? numbe r of using addicts who know of N.A. is so 
sma ll it defies imagination. It is the opinion of the WSO Board that the only ti me 
when consideration should be given to reducing t he income to the WSO is when 
almost every addict a nd the general public throughout the world know that N.A. 
is availabll! a nd is the avenue to recovery from the disease of addiction. We are 
probably ten or fifteen years away from that day. 
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Attachment One 

WORLD SERVICE OFFICE 
SALES POLICIES 

(Created November 1984, revised in 1985, 1986 and L987) 

The World Service Office serves as the publishing arm of the Fellowship of 
Narcotics Anonymous. One of the primary purposes for the existence of the Office 
is to print and distribute Literature so that it is available to existing and future 
members. The Literature sales policies presented in this publication are the result 
of experience of the Office accumulated over a number of years in our efforts to 
fulfill that responsibility. These policies are generally developed as a result of 
need and a re adopted by t he Board of Directors of the Office before they are 
permanently included as part of the Literature Sales Policy. 

There is a special relationship between the WSO and t he members hip of 
Narcotics Anonymous and its service committees, that does not exist between the 
WSO and non-Fellowship customers. Consequently there are sections of the 
overall Literature Sales Policy that provide special benefits to purchases made by 
committees and boards that a re part of the Fellowship. There is however a 
specific effort exerted to utilize standard business practices in all sales and related 
matters in order that the WSO policie!'; do not accidentally enable members or 
commit.tees to be subjected to the subtleties of the disease. 

The Policy is divided into sections that rela te to a cohesive policy concept or 
need. However, there may be several sections that pertai n to the needs of an 
individual purchaser. Please review the full policy to determine if other sections 
may affect your needs. (Published Nov. 1986) 

CREDIT LIMIT POLICY 

The following shall be the policy for credit limits on new accounts and 
increases in existing accounts as additional orders a re received: 

INITIAL 
ORDER 
LIMIT 
$aso.oo 

$500.00 

ORDER CREDIT LIMITS 

:lND 
ORDER 
LIMITS 
$500.00 

3RD 
ORDER 
LIM ITS 
$750.00 

SUBSEQUENT 
ORDER PURC HASER 
LIM ITS CLASSIFICATION 
~.500.00 Areas\Regions and 

non-U.S. orde rs 

$1000.00 $ 1500.00 4,500.00 Hospitals, 
Institutions 
and Other 
Cor porations 

Exceptions may be made for proven accounts consistently ordering with 
prompt payments within 45 days of billing. 
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Other policy sections, such as the discount policy will apply and have impact 
to allow an increase in some maximum credit limits. Application of specific 
exceptions to this policy may be made only by the Executive Director. 

CREDIT RATING CLASSIFICATION SYSTEM 

A Excellent 
B Above Average 
C Average 
D Below Average 
F Unacceptable - Requires cashiers check or money order 

A. An Excellent rating allows the customer to purchase maximum levels on 
subsequent orders providing subsequent payments are made on time. 

B. An Above Average rating allows the customer to purchase to the limit 
shown for Third Order Limits providing subsequent payments are made 
on time. 

C. An Average rating allows the customer to purchase only to the limit of 
Second Order credit limits providing subsequent payments are made on 
time. When a customer rating returns to a "C" rating from a "D" 
rating, purchases during the first six months may not exceed the initial 
Order Limit. During the subsequent six month period if prompt 
payments are received, orders may be accepted on credit to the Third 
Order credit limits. 

D. A Below Average rating requires that all outstanding orders be paid and 
that subseq uent urde1·s for a six month period be paid in advance before 
credit will be again extended. 

F. Unacceptable - No credit will be extended. All payments received will 
be applied to outstanding debts. After all existing orders are paid, an 
"F" rating may be upgraded to a "D" upon six months of orders having 
been paid upon receipt of the order. 

Upon the receipt of a first order all accounts are automatically set at a "C" 
rating. Accounts are reviewed on a monthly basis. If the account has been paid in 
a timely manner (within 45 days of the date the billing is mailed by us) the rating 
will move to a "B" rating following 6 months. After a period of six months, at the 
"B" rated level, if payments on the account continue to be paid within the 45 day 
period of each billing, the account review will lead to an "A" rating. 

One late payment in any six month period that does not exceed 90 days will 
not affect the rating of a customer. 

Two orders not paid within the 45 day limit during any ensuing six month 
period or if any single order exceeds a 90 day delinquency period, will cause the 
credit rating to drop one classification. If during the next six month period 
successive or concurrent delinquent status orders are experienced, the rating will 
automatically drop to a "D" Classification. Any order delinquent more than 120 
days automatically drops the rating to the "F" Classification and the account will 
be put on collection status. 

If a cui:;tomer continues with a below average rating for a period of six t6) 
months, that account status must faU to an "F" rating and future orders will be 
acceptable if paid by cashiers check or money order. 

A customer may return to a higher rating status by continued purchases 
with advance payments for a period of six (6) months for each cawgory of change. 

Attachment One, Pnge ~ 
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GENERAL POLICY ON BULK LITERATURE SALES 

This section contains policy statements covering the general policy for WSO 
literature sales. 

The WSO will not make stipulations concerning the price at which the 
literature is re-sold by customers of WSO except that no items will be sold for less 
than the WSO retail list price plus the appropriate shipping and handling cost if 
the order had been placed with the WSO. All prices and discounts are calculated 
on the basis of the current WSO retail order form list price. 

In order to avoid conflict among Fellowship literature committees and/or 
offices all Fellowship committees and offices will confine their sales to within the 
accepted boundaries of the committee (area or region) or office served by the 
committee or office. There may be need however, for cooperation between 
neighboring committees and/or offices to make exception to this policy on a case by 
case agreement between them. These boundaries will generally be the same as 
those accepted by the appropriate region or the World Service Conference as 
boundaries that define the area or region. [f an area has an office that becomes a 
participant under this agreement, the area served by that office will be determined 
through conference with WSO. Wberever an office is created to serve one or more 
areas or a region, those fellowship groups and area committees within that service 
area should purchase directly from that office. The WSO will not continue to offer 
discounts to committees that should be serviced by a fellowship office created to 
provide direct service. Jf them have been returned checks or late payments then 
the committee or office is not eligible until one year from the latest incident. 

The utilization of these policy statements shall not act to allow 
concurrent use of more than one paragraph. In order to allow shipments 
according to any paragraph below, all existing balances must be paid in 
full. 

l. For an area literature committee, when purchasing more than $500.00 at a 
time, a ten ( 10%) percent discount may be applied, if there is no office or 
regional service literature committee that can otherwise serve their literature 
needs. These purchases cannot be accomplished on credit arrangements. The 
shipping and handling fee is assessed. 

2. For a regional literature committee, when purchasing more than $500.00 at 
a time, a ten ( l0%) percent discount may be applied, if there is no Fellowship 
oflice that can otherwise serve their literature needs. These purchases 
cannot be accomplii-;hed on credit arrangements. The shipping and handling 
fee is assessed. 

:3. For regional literature committees of the F'eUowship a 90 day credit and 
discount policy shall be available upon request. This 90 day credit and 
discount policy shall provide that the region make a one third ( 1/3) advance 
payment of the total amount. If the order is over $1,000.00 a discount of ten 
( I 0%) percent may be applied. The shipping and handling fee is 
assessed. 

4. For area or regional sponsored service offices that purchase more than 
$1,000.00 but less than $10,000.00 on a single order, a ten percent (10%) 
discount is applied and the shipping and handling costs arn waived, prnviding 
one third ( L/:3) of the order is paid with receipt of the order and the balance is 
paid within ninety (90) days. 

Atta('hmt->nt 01w, Page !l 
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5. For non-Fellowship customers, a standard net-30 day invoice policy for aU 
orders on purchase order-only transactions a re available. For non-Fellowship 
customers (purchase order or pre-payment) a ten percent ( 10%) discount from 
list price shall be available on a ll orders, if after application of the d iscount, 
the aggregate purchase is in excess of $1 ,500.00. The appropriate shipping 
and handling fee shall apply. 

6. For all non-Fellowship purchases that are in excess of $10,000.00, a fifteen 
percent (15%) discount is applied and t he shipping and handling charge sha ll 
be waived. If the order is not paid in advance, a standard 30 day accounts 
receivable payment schedule shall a pply. 

7. For all Fellowshi p purchases that a re in excess of $10,000.00, a fifteen percent 
(15%) discount is applied and the shipping and handling costs a re waived, 
providing one third (113) of t he order is paid with receipt of the order and the 
balance is paid within ninety (90) days. 

8. For all Fe llowship purchases that are in excess of $20,000.00, a twenty 
percent (20%) d iscount is applied to the purchase and the standard shipping 
and handling costs are waived providing one third (1/3) of the orde r is 
paid with receipt of the orde r and the balance is paid within nine ty 
(90) days. 

9. For a ll non-Fe llows hip purch ases tha t a r e in excess of $25,000.00, a 
twe nty pe rcent (20%) discount is a pplied to the purchase a nd the 
standa rd shipping and ha ndling charge is wa ived if the shipment is 
made directly from our p r inte r to the custome r , and the s hipping and 
handling expense is paid by the cus tome r . 

10. For a ll purchases that are in excess of $40,000.00, a discount of forty perce nt 
(40%) is applied and t he shipping and handling charge is waived if the 
shipment is made directly from our printer to the customer, and the shipping 
expense is paid by the customer. 

11. Literat ure sales to conventions, retreats, etc., are classified by the WSO as 
special event activities rather than Fellowship structured committees. As 
such, the WSO does not provide literature except on an advance purchase 
basis. When special activities purchase literature in excess of the amount 
they sell, t he Office will re-purchase the excess if it cannot be sold to the local 
Fellowship. The sponsoring activity must pay return shipping costs. 

12. International Literature Distribution: The World Service Office has init iated 
a program to provide literature to the Fellowship and non-fellowship 
customers aro und the world. It is the WSO policy to sell literature to the 
non-U.S. L?ellowship at a price consistent with the cost of living, relative to 
t he country wherein the literature is to be used. The purpose of this policy is 
to reduce the actual cost of the literature by eliminati ng the need to pay 
more because of the currency exchangi:: rates and increased shipping costs. 
These computations will be based on a sampling of currency exchange rates 
and will be updated on a semi-annual basis. 

I :l. On a case by cast: basis separate license agreements may be entered into t hat 
may a uthorize a service committee in a non-U.S. fellowshi p the a uthor ity to 
reproduce and distribute literature and other items of inventory wit hin the 
country the committee serves. 

Att:whm1•nt 01w. Pagl! 4 
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YEARLY AVERAGE CREDIT DISCOUNT POLICY 
(FELLOWSHIP PURC HASES ONLY) 

In order to help areas, regions and FeUowship offices to keep sufficient 
inventories of literature the WSO offers the opportunity to purchase a t a discount 
on credit to qualifying customers. To be eligible for participation unde r this 
section the committee or office must have earned an appropriate rating by having 
purchased on a payment-upon-order basis from the WSO five or more orders in a 
six month period. The average of these orders will determine which 
creditldiscount category they are eligible for. 

In order to utilize this section for purchases, an office or committee 
must pay off any amount outstanding that was purchase d in accordance 
with any othe r c redit purchase plan. 

Once a committee or office initiates purchases unde r the yearly 
average c redit discount, the committee or office ca nnot s imultaneously 
purchase using other credit policies. 

In orde r to initiate purchases under the Yearly Ave rage Credit 
Discount Policy a motion must be adopted by the a ppropriate a rea or 
regiona l serv ice committee that acknowledges fulJ payme nt for a ll orde rs 
made and assib'llS the responsibility to conduct business on behalf of the 
area, r e i,.>ion o r office in one or more person s. In this way the WSO can 
keep track of who is the responsible pa rty . If problems deve lop, th e WSO 
wiJl notify the a r ea, region or office . (Please fill out t h e STANDARD 
AGREEMENT FOR CREDIT SALES o n the following page and return to 
us with the r equired signatures.) 

Only those committees or offices with an "A","B" or "C" rating wiU 
continue to be eligihle for credit purchases according to this section. Any 
committee or office whose rating slips to a "D" or "F" will immediately be 
terminated from the credit policy until all outstanding paym1::nts am received and 
a six month period has elapsed during which a ll subsequent orders a re paid for in 
advance. 

Purchases made a fter the establishment of a credit clai:;sitication wiU be 
given the discount providing each order is for not less than $400.00 prior to the 
calculation of the discount. The Committee or office may make as many separate 
orders as necessary to keep the committee or office properly supplied. Total 
cumulative unpaid orders may not exceed an amount equal to double the 
maximum for the category within which the Committee or otlice is elibrible. 

In June and December of each year, re-calculations of order histories will be 
conducted. If the dollar value of the average of a ll purchases raises the customer 
to the next classification level, the customer will be notified and i:;ubseq uent orders 
will be accepted to the next higher level only upon the customers request. 

No shipping or handling fee will be assessed for transactions madt: between 
the WSO and thost:l committees or oflict:s pa rticipating in the Yearly Average 
Discount po licy described in the fl11lowing four categories. 

CATEGORY ONE DISCOUNTS: 
For purchases resulting in an average of more t han five hundred doUars 
($500.00) a month per annum but less than an average of one 
thousand dollars ($1 ,000.00) per month, the dii:;cuunt is five percent 
(5%). 

Attachment One, Page 5 
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CATEGORY TWO DISCOUNTS: 
For purchases resulting in an average of more than one thousand doUars 
($1,000.00) a month per annum but less than five thousand doUars 
($5,000.00) per month, the discount is ten percent (10%). 

CATEGORY THREE DISCOUNTS: 
For purchases resulting in an average of more than five thousand dollars 
($5,000.00) a month per annum but less than fifteen thousand dollars 
($15,000.00) per month, the discount is fifteen percent ( 15%). 

CATEGORY FOUR DISCOUNTS: 
For purchases resulting in an average of more than fifteen thousand 
dollars ($15,000.00) a month per annum, the discount is twenty percent 
(20%). 

"The (ASC)(RSC)(oflice) by adoption of this 
motion assigns authority and responsibility for the purcha:;e of literature and 
other items from the World Service Office to: ( Please 
indicate names a nd titles . This authority and 
responsibility begins on ) and continues until a new 
motion is adopted. The (ASC)(RSC)(office) acknowledges the responsibility 
and agrees to complete all payments for literature or other items ordered and 
received by the (area)(region)(office) members assigned the responsibility for 
the duties specified in this motion. The permanent contact address for the 
(ASC)(RSC) is: " 

CALIFORNIA SALES TAX 

California State law requires that on all retail sales conducted with 
residents of California and visitors who purchase while in California that a sales 
tax be collected. The sales tax amount is determined according to California law 
and at the time of the adoption of this policy it is 6.5 percent (6.5%) for sales 
conducted in Los Angeles County. This tax must be collected from all walk-in 
sales even if the purchaser is visiting from another state. 

California customers who purchase from WSO for the purpose of commercial 
re-sale within California :;hould present to the WSO a copy of their Franchise Tax 
Re-sale form in orde r to avoid having the WSO incorrectly collect California Sales 
Tax. 

In the Shipping and Handling Fee section, a ten percent 110%.) handling fee 
is described for walk-in sales for purchases made by groups and areas ur members 
of the Southern California Region . Under California Sales Tax Law this tee is also 
s ubject to the 6.5 percent sales tax. Total costs for walk-in sales therefore will be 
calculated to include the walk-in handling tee and the full sales tax. 

California Sale:; Tax law exempts subscriptions to periodicals, therefore 
there is no tax added to the subscriptions of the N.A. Way Magazine, Reaching 
Out, etc. 

Attachment One, Page 6 
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SHIPPING AND HANDLING FEE POLICY 

This shipping and handling fee policy is effective upon publication and 
dissolves the existing policy: 

For orders with a total purchase of less than fifty dollars ($50.00) an eight 
percent (8%) shipping and handling fee shall be charged. 

For orders with a total purchase of more than fifty dollars ($50.00) but Jess 
than one hundred fifty dollars ($150.00) a seven percent (7%) shipping and 
handling fee shall be charged. 

For orders with a total purchase of more than one hundred fifty dollars 
($150.00) but less than five hundred dollars ($500.00) a six percent (6%) shi pping 
and handling fee shall be charged. 

For orders with a total purchase of more than five hundred dollars 
($500.00) a five percent (5%) shipping and handling fee shall he charged. 

A ten percent ( I 0%) handling fee for walk-in sales shall be added to 
purchases by groups and areas or members of the Southern California Region. 

DELINQUENCY NOTICES AND COLLECTION 

A second notice will be mailed to all outstanding accounts at the end of the 
fo llowing month. If necessary, a third billing will be mailed to all outstanding 
accounts at the end of the next month following the second notice. AU second and 
t hird billing notices sent will have a duplicate copy sent to a nother person or 
addressee of the purchaser that should have knowledge of or responsibility for the 
order. Such duplicate notices to area and regional committees will be sent to the 
Chairperson of the area or region, etc. Duplicate notices to commercial accounts 
will be addressed to CEO's or other administrative personnel. 

Any account that reaches the 90 day date in the Aging Analysis Report will 
be referred to the WSO Executive Director fo r informational purposes and the 
Accounting Staff will make direct phone calls to the ordering party. 

Any order delinquent more than 150 days will be referred to the WSO 
attorney for subsequent collection notices and possible legal action as the situation 
may warrant. 

RETURNED CHECK POLICY 

The return of a check to WSO by thl:! customers' bank for any rl:!ason will 
automatically cause the Credit Rating Classification of the customer to be 
dl:!Creased to a "O" classification. All checks returned for Non-sufficil:!nt funds, 
uncollected funds and post-dated checks are automatically redt:!posited one time 
after their initial return by our bank. If the check is ::subsequently 1·durncd or if a 
check for a subsequent ordt!r is rnturnt:!d this automatically causes the credit rating 
classification to be decreased to an "F'" rating. A copy of the check will be mailed 
to the customer with a lt!tter requesting a new check. A copy of the check and 
letter of transmittal will be mailed to the chairpt!rson of the appropriate 
committee or CEO if the customer is a non-fellowship buyer. I f payment is not 
made within 30 days, subsequent coUection effo rts will be turned over to the WSO 
attorney. Subsequent orders will not be accepted from that customer until the 
check is made good, except upon rl:!Ceipt of a cashiers ch~k or money order. 

Attuchmtmt One, Pag~ 7 
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REVIEW OF THIS POLICY 

This policy will apply to literature sales for a limited period of time. This 
policy will a utomatically expire on December 31, 1988 unless action is taken by 
the WSO Board of Directors to renew the policy. (t is the intention of WSO to 
renew this policy but the automatic termination is intended to signify tha t a 
review of this policy is mandatory. 

This policy is temporary-intentionally for the purpose of developing a long 
range policy and philosophy for literature sales within N.A. This policy is subject 
to changes. 

Attachment One, Pa~u 8 
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JON S . ~&COX, C.P.A. 
QON IT A H0"N· C.P.A. 

N ANCY WMCC:\..CA, C.P.A.. 

Board of Directors 

Attachm~nt Two 

BR.OWN S H ECOX 
CCRTll• ICO Pue uc A C COUNT.ANTS 

April 15, 1987 

World Service Office, Inc. 
16155 Wyandotte Street 
Van Nuys, California 91406 

Ladies and Gentlemen : 

4?30 W000""°'AN A.VC.NU C, SU IT !: 400 
$ ... CAM.AN 0 .AKS , C.AL.1 .. 0 l'IN l.A ~14Z.3 

ta t8 J ? 8 3 • 30Z Z 
ra 13 t 873- i a os. 

We have compiled the accompanying balance sheet of World Service 
Office, Inc., A California Nonprofit Public Benefit Corporation, 
as of December 31, 1986 and 1985 and the related statement of 
revenue and expenses and changes in fund balances for the period 
then ended, in accordance with standards established by the 
American Institute of Certified Public Accountants. 

A compilation is limited to presenting in the form of financial 
statements information that is the representation of management. 
We have not audited or rev i ewed the accompanying financial 
statements and, accordingly, do not express an opinion or any 
other form of assurance on them. 
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WORLD SERVICE OFFICE, INC. 
BALANCE SHEET 

DECEMBER 31, 1986 AND 1985 

CURRENT ASSETS 

CASH ON BAND AND IN CHECKING 
CASH IN SAVINGS 
ACCOUNTS RECEIVABLE - CUSTOMERS 
ACCOUNTS RECEIVABLE - OTHER 
INVENTORY 
PREPAID INSURANCE 

TOTAL 

FIXED ASSETS 

OFFICE EQUIPMENT 
FURNITURE & EQUIPMENT 
LEASEHOLD IMPROVEMENTS 
LESS : ACCUMULATED DEPRECIATION 

TOTAL 

OTHER ASSETS 

DEPOSITS 

TOTAL ASSETS 

ASSETS 

1986 

$ 47,998 
104,696 

87,812 
9,056 

181 , 899 
3.600 

$435,061 

$144,188 
145,652 

29,955 
( 97.475) 

$222,320 

$ 13.500 

$670,881 
;;s:=•••= 

LIABILITIES AND FUNP BALANCE 

CURRENT LIABILITIES 

EMPLOYEE SAVINGS DEDUCTIONS 
PAYROLL AND SALES TAX PAYABLE 
DUE TO WCCNA 

TOTAL 

FUND BALANCE 

TOTAL LIABILITIES AND FUND BALANCE 

$ 6,344 
5,242 
4.588 

$ 16,174 

$654.707 

$670,881 

SEE ACCOUNTANT'S COMPILATION REPORT 

BROWN & HECOX. CERTIFIF.0 l'UBUC ACC:Ol INTANTS.SHF.RMANOAKS. CALIFORNIA 

Attuchm~nt Two, Page ::l 

1985 

$ 20,531 
34,603 
78,237 
12,603 

149,818 
3.600 

$299,392 

$ 63,562 
119, 911 

17,195 
( 46.290) 

$154,378 

$ 13.500 

$467,270 

$ 200 
7,563 

-o-
$ 7, 763 

$459.507 

$467,270 
=====a= 
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WORLD SERVICE OFFICE, INC. 
STATEMENT OF REVENUE AND EXPENSES 

AND CHANGES IN FOND BALANCES' 
FOR THE YEARS ENDED DECEMBER 31, 

REVENUE: 
LITERATURE SALES 
LESS RETURNS AND ALLOWANCES 
INTEREST 
MISCELLANEOUS 

TOTAL REVENUE 

EXPENSES: 
ACCOUNTING & LEGAL 
AUTO LEASE 
BAD DEBTS 
BANK SERVICE CHARGES 
CONTRACT LABOR 
COST OF MERCHANDISE 
DEPRECIATION 
INSURANCE 
MAINTENANCE & REPAIRS 
MISCELLANEOUS 
OFFICE EXPENSE 
PAYROLL TAXES 
POSTAGE & SHIPPING 
RENT 
SALARIES 
TELEPHONE 
TRAVEL 
UTILITIES 
WORLD SERVICE CONFERENCE 

TOTAL EXPENSES 

EXCESS REVENUE OVER EXPENDITURES 

FUND BALANCE, BEGINNING OF YEAR 

FUND BALANCE, END OF YEAR 

1986 

$2,580,431 
( 468,551) 

3,819 
24.730 

$2.140.429 

$ 9,436 
l,440 
l, 746 

747 
155, 736 
658,577 

51,185 
57,929 
26,816 
l,350 

102,390 
76,403 
39,943 
69,891 

554,861 
27,320 

101,307 
7,617 

535 

$1.945.229 

$ 195.200 

$ 459.507 

$ 654, 707 
=---=::=•= 

SEE ACCOUNTANT'S COMPILATION REPORT 

RROWN & H ECOX. CERTIFIED PllBUC ACCOUNTANTS. SH ERMAN O AKS. CALIFORNIA 
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1985 

$1,649,983 
( 213,875) 

7 ,467 
1.732 

u,445,301 

$ 6,485 
-o-

3, 201 
296 

49,214 
550,545 

28,227 
12,918 

9,783 
4,337 

47,439 
33,358 
7,247 

60,132 
367,015 
27,733 
83,325 
3,957 

28.404 

$1.323.616 

$ 121.691 

$ 337.816 

$ 459,507 
•a:==-·===-
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WORLD SERVICE OFFICE, INC. 
NOTES TO THE FINANCIAL STATEMENTS 

DECEMBER 31, 1986 

NQTE 1 - SIGNIFICANT ACCOUNTING POLICIES 

THE SIGNIFICANT POLICIES ARE SUMMARIZED BELOW FOR THE CONVENIENCE 
OP THE FINANCIAL STATEMENT READERS. 

THE ORGANIZATION FOLLOWS THE PRACTICE OF CAPITALIZING EXPENDI­
TURES POR PROPERTY AND EQUIPMENT IN EXCESS OF $75. DEPRECIATION 
IS PROVIDED OVER THE ESTIMATED USEFUL LIFE OF THE ASSETS. 

INVENTORY IS STATED AT LOWER OF COST OR MARKET VALUE, USING THE 
FIRST-IN, FIRST-OUT METHOD. 

NQTE 2 - TAX EXEMPT STATUS 

WORLD SERVICE OFFICE, INC. IS A NONPROFIT ORGANIZATION WHICH 
DISTRIBUTES LITERATURE WORLDWIDE FOR NARCOTICS ANONYMOUS. IT IS 
EXEMPT FROM INCOME TAXES, AND THERE ARE ACCORDINGLY NO SUCH 
PROVISIONS IN THE FINANCIAL STATEMENTS. 

NOTE 3 - LEASES 

THE ORGANIZATION LEASES ITS ADMINISTRATIVE OFFICE AND WAREHOUSES 
UNDER THE FOLLOWING TERMS: 

PROPERTY LEASED 

ADMINISTRATIVE OFFICE 
AND WAREHOUSE 

WAREHOUSE 

TERM OF LEASE MONTHLY RENT 

NOVEMBER 1, 1986 TO 
OCTOBER 31, 1988, SUBJECT 
TO ANNUAL COST OF LIVING 
ADJUSTMENT, OPTION TO 
EXTEND LEASE FOR TWO 
ADDITIONAL YEARS. 

$2, 989 

AUGUST 16, 1985 TO $2,700 
OCTOBER 31, 1988 
$2,700 UNTIL NOVEMBER l, 1986; 
$2,835 UNTIL OCTOBER 1, 1987; 
$2,977 UNTIL OCTOBER 31, 1988. 
TWO ONE YEAR OPTIONS TO EXTEND 
LEASE; MONTHLY RENT OF FIRST 
OPTION, $3,125; MONTHLY RENT OF 
SECOND OPTION, $3,280. 

SEE ACCOUNTANT'S COMPILATION REPORT 

BROWN & HECOX, C:ERTIFlED PllBLIC ACCOUNTANTS, SHERMAN OAKS, CALIFORNIA 

Attachment Two, Page 4 
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Attachment Four 

REFERENCE NOTES FOR COMP UTATIONS SHOWN IN THE REPORT: 

NOTE I : The only way to obtain a reasonable picture of the percentage of 
income generated from the major inventory items is to multiply the total 
quantities sold in 1986 by the retail sales price. Unfortunately this gives an 
enlarged income level and some distortion of the representative percentages that is 
obtained from sales of each category. The distortion comes from the fact that 
purchases made with discounts do not purchase equally representative shares of 
each of the different inventory category items. More books are purchased by 
discount than medallions, key tags or other items. Howevt:?r it is t:?asy to St:?!:? that 
the percentages reflected in tht:? last column clearly establish that sales of the 
Text, even with discounts, provides the single largest part of W80 income. Even 
with discounts applied, sale:; of Text account for 50 to 55% of all income. There 
are other items, but their cum ulative sales fo r 1986 would have provided 
approximately $75,000. We did not ma intain specific sales data on the other 
items. 

Quantity Cost Income % of Income 

Medallions 38,003 x 1.85 = $70,305 = .0265 
Key Tags 590,500 x .25 = 147,625 = .0556 
Chips 188, I 41 x .18 = :}3,865 = . I 28 
Pamphlets :~.041,982 x .15 456,297 = .1719 
White Booklets 447,610 x .50 223,805 = .084:3 
Basic Texts ~ 15,:152 x 8.00 = L1n2,816 .6489 

$2,654,7 l:l I 00% 

NOTE :>.: In order to examine the 1986 Year End Report it was essential to 
determine percentages of sales according to the groupings rd1ected in Cha1·t Two. 
This is essential because these perct:?ntages and groupings form a major basis for 
the development of the Literature Sales Discount Policy and the Shipping and 
Handling Fee Policy. Because the computerized accounting package does not 
calculate this information, the figures are taken from the Order Control Log. The 
L987 Confenmce report by the WSO provided this breakdown. It was shown as 
Table One in that report. 

The total figure reported did not match the total income reported by the 
Accountant. This was because the Order Control Log report did not include sales 
made outside of the Unite<l States. In order to utilize these difforent sources. it 
was necessary to add in those non-U.S. sales. The difference between the two 
reports was: 

Accountant Report 
Control Log Report 

$2,580,4:~ I 
$2,46:~ 1:w:~ 

$117,128* 

~we did nut investigate this figure to determine tht:? distribution between 
Fellowship and non-Fellowship sales. This was not considert:?d necessary because 
of the low number ofsalt!s made to non-Fellowship non-U.S. buyers. Consequently 
this figure has been added for purposes of this analysis to Fellowship Sales. 
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In order to calculate the impact of a reduction in sales by non-Fellowship 
buyers as a result of e limination of the discount sales program, it was necessary to 
apportion the Returns and Allowances (discounts) shown in the Accountants 
Report. This calculation was achieved in two ways. The actual computations for 
Hazelden and Compcare a re maintained on a constant basis and therefore their 
figures were used a ppropriately. After their discounts were computed in the 
overall Returns a nd Allowances, the distribution of the rest of the Returns and 
Allowances were computed using the percentage figures reported in CHART TWO. 
Correction in the percentage was not made prior to the calculation for the Non­
U .S. sales. 

NOTE :J: Impact of Reduction of Sales to Suppliers. 

$560,9<!9 
x .75 

$420,696 

1986 Inco me 
Reduction Pt:n:ent 

Amount of Reduced Income 

Dett:rmining Percent of Total Income the Red uction Represents. 

$420,696 - $2, 140,429 = . 1965% 

NOTE 4 : ( A) Net Salt:s Outside t he Fdlowship 

Hazdden 
Comp. Care 

Non-discounted sales 

$2,140,429 
-870,55:! 

-<!8,549 

Gross Discount 

$742,307 $<!89,722 
$148,640 $22,<!96 

$309,624 
___ ... ____ 

Net 
Net from Commercial Sales 
Interest an<l Misc. 

Supplie1· 
qv Net 

40% $4:34,585 
15'¥o 1261:344 

$560,929 

$1,241,:!27 Fellowships Sales Income (See Note 2) 

NOTE 4: (B) Net F'ellowship Sales [Minus Interest a nd Misc. I 

Individual $211 ,0 26 - 1,24 1,:3 27 = . 17% 
Area $484, I I 7 - 1,24 l,~327 = .:39% 
Region $54(1, 18..t - I ,24 t ,:J27 = .44% 

$ l ,24 1,:!27 

Attachment F'our. Page 2 

Non-N .A. 
Net 

$560,929 
:309,624 

$870,553 
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NO'fE 5: Income adjusted to accommodate reduction in price by 2511·0 and 
reduction in sales because of di mi nation of d iscount. 

Fellowship Sales 

$1,241,327 
x . 10 

$124,132 

$1,241,327 
- 124,132 

$1 ,117, 195 

Rt!Capture of Discount Sales 

107,000 
x .75 

80,250 

107,000 
- 80,250 

26,750 

Nun-Discount Sales 

$:309,625 
x .25 

$77.406 

Misc. Income 

$309,625 
- 77,406 

$232,218 

Net Adjus~d Income 

26,750 
x 8.00 

$214 ,000 

$1, I 17, 195 

$214,000 

$2:12,218 

$28549 

$1,591 ,962 

$1 , 117, 195 
·)'~·) ') 18 

Fellowship Sales 

i'14:ooo 
28,549 

$1,591,962 

Non-N .A./Non-Discounted 
Non-N.A./Discount RecaptureJ 
Misc. 

NOTE 6: Reduction in e::xpense for Basic Text from a 75% reduction in Non-N.A. 
discount sales. 

$ 107,000 
x .7fi 

80,250 

$80,250 
x $1.80 

$144,450 

$1 ,945.279 
-144 ,450 

$ 1,800 ,779 

Attac hment Four, Pa~e :l 



Attachment Three 

On this page and the two following pages are charts that easily reflect the 
financial picture of the WSO. By examination of CHART ONE, the Expenditure 
Summary it is easy to visualize t he impact of a twenty five percent reduction. The 
majorit y of funds were expended in the production and shipping of inventory. The 
second largest expenditure was for labor followed by contract services. If any 
significant reduction was made in Cost of Goods expense, the consequence would 
be a loss of income in addition to being unable to provide inventory items to WSO 
customers. 

Clear ly it can be seen that the reductions would have to be made in other 
categories. The obvious areas are in labor and contract services. Reduction of 
these areas immediately begins to eliminate the services described in the report 
that WSO provides. 

5.1 . Cil9Y. 

CHART ONE 

WSO EXPENDITURE SUMMAR¥ 
1986 

4.37Y. 7 . Cil3Y. 
S • .15Y. 

27.:59Y. 

• COl'fTRACT 
SERVI CES 

II LABOR 

~ FACILITIES 

0 COST OF 
GOODS 

1111 ADMIH 
EXPEHSE 

El TRANSPORT 
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In Chart Two, below, tht! 1986 Literature Sales totals are shown in graphic 
form. These figures are reported from the Order Control Log generated as each 
order is logged in and given a control number. As this log is not an integral part 
of the computerized accounting system, it is subject to some error . The 
percentages are therefore a close approximation and not derived from computer 
records. 

However, because we do not curnmtly generate a sales analysis by computer 
that provides a breakdown of this nature, it is essential to use this chart and its 
percen tage breakdown in a critical part of the analysis of t his report. tAlso see 
Note 2 in Attachment Four, for additional details.) 

WSO LITERATURE SALES CHART - 1986 

LNDIVIDUAI. AREA REG ION 
OR GROUP 

NON­
F'ELLOWSHIP 

TOTAL U.S. 226,758 492,:W3 561,671 1, 182,571 

48 . 01/. 

CHART TWO 

WSO LITERATURE SALES CHART 
1986 

9.21'l. 

19.99'l. 

Attachmt!nl 'T'hree. Pa~I! ~ 

1986 
TOTALS 

2,463,:30:~ 

• IMDIVIDUAL 
OR GROUP 

II AREAS 

II REGIOMS 

IIT1 MOM-
FELLOWSHIP 
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• YEAR-END 
PRUDENT 
RESERUE REPORT 
J.983 - J.986 

8 E)(PENDITURES 
FROM PRUDENT 
f~fi~R~EJ.987 

Chart Three above, reflects the status of the Prudent Reserve since the 
ending report for 1983. In L985 and 1987 it was necessary to use more funds 
from the reserve t han were returned to the reserve. 

1983 
1984 
1985 
(spent from Reserve) 
1986 
1987 To Date 

$ 52 923 
$ 129'.700 
$ :34,603 
$ 95,000 
$ 98,352 
$ 60,270 

This chart provides easy reference to the Prudent Reserve. Fortunately we 
had a suflicient prudent reserve at the beginning of 1985 when expenses exceeded 
income. During 1986 some money was returned to the reservt::. In early L987 
additional money was returned to the reserve. However recent expenditures have 
exceeded income and $50,000 has been taken from the reserve to meet operational 
expenditures. 
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