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WSO BOARD OF DIRECTORS

This year, the World Service Office has undergone
substantial change in the way it is managed. These
changes began in June 1990 when the WSO Board of
Directors, at the recommendation of the World Ser-
vice Board of Trustees, declined to renew the former
executive director’s contract for another year. The
trustees expressed their dissatisfaction with the WSO
management style. In growing from a storefront op-
eration with two employees to a forty-person, three-
building international service corporation with
branches in Canada and the United Kingdom, grow-
ing pains were to be expected. However, the
trustees felt the problems at the World Service Office
went deeper than mere growing pains. Conference
and trustee leadership, rather than being included in
decisions related to WSO fellowship services, had
been routinely excluded from discussions and infor-
mation affecting their responsibilities. These aspects
of the WSO management style were impairing the
ability of N.A.'s primary service center to effectively
serve the N.A. Fellowship.

In reviewing the trustees’ recommendation, the
WSO Board of Directors considered whether a
change in WSO management style could be affected
without actually changing management personnel.
Because the change being called for was so sub-
stantial, we had to answer that question in the nega-
tive. We accepted the recommendation of the World
Service Board of Trustees and, in a joint meeting with
them, considered the management style that should
prevail at the WSO.

We agreed that, in the future, conference boards
and committees should take part in defining the ser-
vice goals and tasks to be administered by the World
Service Office and its staff. This would give office
management much clearer direction in fulfilling its re-
sponsibilities, and provide for a wider consensus in
the making of decisions affecting World Service Of-
fice activities. Additionally, we agreed that WSO
management should be much more open in sharing
information related to office operations and fellow-
ship services. With wider, more direct access to this
information, all members of the world service com-

munity would be able to play more productive roles
in fulfilling their duties.

Immediately after the decision had been made not
to renew the executive director’s contract, an interim
management team began a hands-on examination of
World Service Office finances, contracts, and opera-
tions. This examination was not conducted because
we suspected the former executive director of any
wrongdoing. Such examinations are routinely con-
ducted in organizations like ours when there is a
change of management.

The interim management team was composed of
World Service Office directors, members of the World
Service Board of Trustees, and officers of the World
Service Conference. They determined that all WSO
funds and financial records were in order. Once that
task had been completed, they began reviewing staff
assignments with an eye toward creating a new man-
agement plan implementing the more open, consen-
sus-based style desired by both the office directors
and the trustees.

The basic management plan now in place for World
Service Office operations is simple. The WSO exec-
utive director, the director of our Fellowship Services
Division, and the WSO Support Services Division di-
rector work as a team, collectively discussing and
making decisions concerning administrative issues
facing the World Service Office. Those decisions are
then carried out through the various departments in
each of the two WSO divisions. While the executive
director still retains final administrative responsibility
for the World Service Office, both the decisions and
the practical, hands-on administration of the office
are shared among the executive director and the di-
vision directors.

This management style has some distinct advan-
tages. It allows more than one person to take part in
the office’s decision-making process, and allows in-
put from different outlooks to impact the actions of
the office. This translates into a more diversified ap-
proach to our decisions which we feel will be of great
benefit to the WSO, world services, and the fellow-
ship as a whole. It will also make it easier for mem-
cers of the fellowship to get information from the



of the efforts needed to support fellowship develop-
ment.

A related area of consideration concerns the cre-
ation and operation of WSO branch offices outside
the United States. Two such offices are currently in
operation, the European Service Office in London
and the Canadian Service Office outside Toronto.
The European Service Office allows us an effective
means of distributing N.A. literature to fellowship
communities in Europe, and also serves to foster in-

creased communication between those communities.

However, the ESO has not been able to generate
sufficient funds from European literature sales to pay
its own expenses. This may be due to more limited
use of N.A. literature in European communities than
in the U.S., or it may be due simply to those commu-
nities’ early states of development. These factors,
combined with the low value of the U.S. dollar in Eu-
rope and the comparatively high costs of operating a
branch office in London, have led the WSO directors
to begin considering alternatives to the current Euro-
pean Service Office operation.

Narcotics Anonymous does indeed exist outside
the United States, and deserves the same kind of
support given the fellowship in the U.S. However, we
should not exaggerate the size and rate of growth of
the fellowship outside the United States when making
realistic service plans. It costs a great deal of money
to run the European Service Office. When the ESO
was first opened, our finances were such that we
could open a London branch with full knowledge that
it might not become self-supporting for a number of
years. Today, we must take a much more conserva-
tive view of such matters. In coming months, the
WSO Board of Directors will consider if it will con-
tinue the London branch or move ESO to a European
city where operating costs are lower. If finances be-
come extremely poor, we may be forced to close the
ESO. We intend to include the other service arms in
this decision, and will keep you informed of our dis-
cussions as they develop.

A look at the Canadian Service Office presents
quite a different picture. After only one year’'s opera-
tions, the CSO is already self-supporting from litera-
ture sales income. This is can be directly attributed
to the size of the N.A. community in Canada, which is

large enough to generate sales income sufficient to
sustain a branch office. And because the fellowship
in Canada is growing significantly each year, we ex-
pect the Canadian Service Office to be able to con-
tinue expanding its services proportionately.

One final item related to the office’s sales policy
deserves mention. In the early stages of the policy’s
development, we made arrangements to have the
Basic Text and other N.A. literature distributed
through some of the larger catalogue sales houses.
We required these distributors to sell the books and
pamphlets for no more than what an addict would
pay for the same items at an N.A. meeting, so that
addicts buying our literature from these houses
would not be charged exorbitant prices. In ex-
change, we offered these distributors our best dis-
count rate for volume purchases. In the years since
that policy was established, it has been our observa-
tion that addicts buy their literature at N.A. meetings,
not from catalogue houses; these distributors’ pri-
mary customers appear to be treatment centers and
professional therapists, not individual addicts.
Hence, the preferential discount we have given them
in exchange for their agreement to keep low resale
prices does not benefit addicts at all, and substan-
tially reduces our sales income. Therefore, the WSO
Board of Directors is considering a proposal to lift the
catalogue distributor resale price restriction and si-
multaneously reduce the discount allowed these dis-
tributors. We will keep you informed of further devel-
opments in this area as they arise.

LEGAL ACTIVITY, INTELLECTUAL PROPERTY

The World Service Office has spent a great deal of
energy this year focusing on legal issues related to
the fellowship's “intellectual properties.” Intellectual
property is a legal term used to describ+ things like
copyrighted literature (such as the N.A. ‘asic Text)
and registered trademarks and service marks
(including the Narcotics Anonymous name and lo-
gos). The decisions our fellowship has made over
the years concerning its intellectual property can be
found in the records and minutes of business meet-
ings held at the early World Conventions, World Ser-
vice Conference minutes and reports, world-level
committee handbooks, and the Temporary Working
Guide to our Service Structure. However, no single



document gathers all those separate decisions to-
gether in one place, clearly spelling out the details of
how N.A.'s intellectual property is administered:
where it comes from, how it is approved or revised,
who owns the copyright, trademark, and service
mark registrations, who the registered property own-
ers are responsible to, what can be done with the in-
tellectual property, and how the money generated by
the intellectual property should be used. It's true
that, last September, we released a paper, “A Report
on the N.A. Literature Trust,” recounting the various
decisions our fellowship has made concerning its in-
tellectual property. However, that paper was simply
a report of earier actions; it was not itself a trust doc-
ument that had been discussed and approved by our
fellowship. Had such a document been in existence,
this year’s Basic Text controversy might never have
occurred.

The WSO Board of Directors operates with the un-
derstanding that, as the fellowship’s primary service
corporation, the World Service Office is responsible
to register and protect N.A.'s intellectual properties
and to publish and distribute N.A. literature, subject
to the direction of the World Service Conference. We
understand the World Service Conference to be the
body empowered by the members of Narcotics
Anonymous to make those decisions which could
affect the entire fellowship, including the approval of
N.A. literature. To eliminate any further confusion, we
will ask the conference in April to reaffirm these gen-
eral understandings in principle. At the same time,
the World Service Office will present the conference
with a trust document containing a description of
N.A.’s intellectual properties and operational proce-
dures for administering those properties. At this
writing, that document is being developed in consul-
tation with the World Service Board of Trustees and
the officers of the World Service Conference. We will
ask the conference to review and input the trust doc-
ument for a period of six months. After factoring in
the input, we will place the final version of that docu-
ment on the 1992 agenda of the World Service Con-
ference for approval by the entire fellowship. We be-
lieve this course of action will give us organizational
tools our fellowship desperately needs to help limit
conflict and remain focused on our primary purpose.

Another point of contention related to N.A.'s intel-
lectual properties concerns the authorship of N.A. lit-
erature and its bearing on copyright registration.
When a piece of literature is copyrighted, authorship
can be cited in one of three ways: as an individual
work, as a collective work, or as a work made for
hire. An individual work, of course, is simply regis-
tered in the author's name. A collective work is copy-
righted in the names of all the authors and editors
who took part in creating it. A work made for hire,
however, is registered in the name of the organization
responsible for the work, no matter how many indi-
viduals actually took part in the project; for the pur-
poses of copyright registration, the organization is
shown as being the "author.” So long as the project is
under the control of, and subject to the approval of,
the organization or agent which finally registers the
copyright for the literary work produced by the pro-
ject, work for "hire* may be either salaried or volun-
teered. Since all items of N.A. conference-approved
literature are created under the auspices of N.A."s
World Service Conference, are approved by the
conference, and are registered by the conference’s
corporate agent, the World Service Office, all pieces
of N.A. literature are registered as works made for
hire, showing WSO, Inc., as the author. So that no
further questions arise concerning the authorship of
conference-approved, copyrighted N.A. literature, we
have recently filed amplifications of our original copy-
right registrations describing the means by which
each piece of literature was commissioned, devel-
oped, and approved for use.

As Narcotics Anonymous communities develop in
more and more countries, our intellectual properties
are being used more widely around the world. To in-
sure that the fellowship’s trademarks, service marks,
and literary copyrights are adequately protected, the
World Service Office has continued to register N.A.'s
claims to these properties in those countries where
fellowship-related activity is beginning. Anthony Ed-
mondson will describe the details of this activity in his
report; however, a brief mention here of the signifi-
cance of this activity might be helpful.

Narcotics Anonymous literature is translated by a
variety of means. Sometimes it is brought to us by
N.A. members from a particular country who have



completed it themselves. In other cases, because
the growth of the fellowship in some countries is initi-
ated by a particular treatment center or therapist, the
translation work is completed by a non-member
treatment professional. In such cases, we often learn
that the professional has already been utilizing the
translations for their treatment practices. In most of
the cases of this sort that we have encountered so
far, these professionals have simply been trying to
help us carry our message, and have not been at-
tempting to appropriate our intellectual properties for
their own personal or professional gain. The only
major problems that have occurred in such cases
have been when the translated material has shown
the name of the treatment center or the individual
professional in conjunction with the Narcotics
Anonymous name, making it appear that the two are
officially related in some way. Unfortunately, this
happens in many cases and is not an exception. So
long as we keep our intellectual property registrations
current, we have means to remedy such problems in
short order. Currently, we are registering our copy-
rights and marks in the South American countries in
anticipation of the completion of the Spanish and
Portuguese transiations of the Basic Text. We expect
that the copyright, trademark, and service marks will
be fully registered in South America by the time those
translations are complete.

In protecting the fellowship's intellectual properties,
we have been involved in two court actions this year;
both cases have been settled. The first case involved
a Northern California company, Creative Arts. This
company made copies of our Basic Text cassette
tapes without our permission, marketing them with
both the Creative Arts name and the N.A. logo on the
cover. They also copied our recovery medallions.
Upon investigation, we discovered other items in their
inventory which caused us further concern. After re-
peated attempts to persuade this company to stop
copying our materials, we filed suit in court. After
lengthy proceedings, Creative Arts agreed to a settle-
ment that required them to stop copying our Basic
Text tapes, our medallions, and our logos, place a
disclaimer in their catalogue, and pay some of our
costs related to the lawsuit. The agreement also
placed certain restrictions on their sales of other

N.A.-related items, such as the medallions they pur-
chase from us, plate, and resell to their customers.

The Creative Arts settlement did more than dispose
of one of our most serious legal matters. Inthe
course of conducting the research that led to the set-
tlement, we discovered a process that will help us re-
solve a variety of problems related to the merchan-
dising of products displaying the N.A. name or logo.
This process is known as a “covenant not to sue.”
The covenant not to sue acknowledges the intellec-
tual property rights of the World Service Office, and
provides assurance that suit for the infringement of
intellectual property rights will not be brought against
someone, provided they meet our conditions for the
property’s use. This kind of agreement allows us to
stay within our tradition of non-endorsement and
protect the fellowship’s intellectual property rights
without having to sue anyone or become our own
clearing house for N.A.-related merchandise. This
has been a long-standing problem for our fellowship,
and we hope this solution will resolve it. In his report,
Anthony Edmondson will describe in greater detail
the dynamics of the covenant-not-to-sue process and
its potential benefits.

Our second intellectual property suit this year was
related to the much-discussed unauthorized produc-
tion of the Basic Text. This case was very compli-
cated, and very difficult to address. The production
and marketing of the Basic Text outside the recog-
nized N.A. service structure was clearly an infringe-
ment of the fellowship's copyrights; that aspect of the
matter was not an internal issue, but a matter to be
settled in legal circles. We brought legal suit seeking
a permanent injunction against continued infringe-
ment of the fellowship’s copyrights and, as part of
our settlement, procured that injunction. However,
there were other issues behind the unauthorized
publication of the Basic Text, issues that were clearly
internal matters: conflict over the process by which
the Basic Text has been approved and revised, and
disagreement about whether we need a low-cost ver-
sion of the text or some new products for the new
member. The WSO Board of Directors does not be-
lieve it has the authority to settle these internal issues
on its own; these issues must be settled by the World
Service Conference. These conflicts have paralyzed



us on several occasions, preventing us from moving
forward in our delivery of services to the fellowship.

Hopefully, the conference will be able to settle these
problems once and for all by addressing Motions 13,
14, and 15 in this year's Conference Agenda Report.

As we leave our discussion of intellectual property
matters, let us reiterate the importance of developing,
as a fellowship, working documents that will allow us
to function without impairment while still protecting
our fellowship’s intellectual properties. These types
of organizational instruments, commonly used in
dealing with the administration of intellectual prop-
erty, are not restrictive, and will help us retain our fo-
cus on our primary purpose as we deal with the is-
sues before us. Hopefully, in upcoming years, we will
have such trust documents in place to help us avoid
further diverting our energies in these areas.

FINANCIAL ACTIVITY

Prior to 1990, the WSO Board of Directors could
count on office income increasing each year, and
made operating plans accordingly. Until that time,
there had been sufficient surplus income to continue
expanding World Service Office activities and N.A.
services in general. At the 1990 conference, we in-
formed you that we believed the rising WSO revenue
curve would soon level out. Sales of the Basic Text,
representing about 70% of WSO revenue, had neared
their peak. Since we did not expect any new books
to be added to our sales inventory in the next year or
two, we believed we would find ourselves having to
make more conservative plans for World Service Of-
fice operations.

Last spring’s concerns became last summer’s real-
ity. It became apparent that Basic Text sales had al-
ready peaked, and were not merely leveling but de-
creasing at an alarming rate. Accordingly, we began
implementing an immediate expense reduction plan.
By the end of 1990, this plan had helped the office
sustain a substantially smaller net annual loss than it
would have taken otherwise; WSO lost a quarter mil-
lion U.S. dollars on 1990 operations, rather than half
a million. World Service Office income dropped 15%
from 1989 to 1990. In 1991, we expect our income to
drop further, but by a smaller percentage. As we
seek to stabilize our level of income over the next

couple of years, the WSO Board of Directors will be
very cautious in making budget decisions, particu-
larly in the areas of travel and personnel expendi-
tures.

For a number of years, the World Service Office
had substantial monetary reserves that cushioned us
from fluctuations in the state of the economy and the
value of the U.S. dollar. However, those reserves,
once amounting to about $250,000 U.S., have been
reduced to about $50,000 today. Consequently, we
now feel economic and monetary fluctuations acutely
and must make plans accordingly. As we seek a bal-
ance in our revenue, the services we provide will be
subject to a more conservative financial planning
process. Until our revenues stabilize, we may be
forced to reduce office operations. Anthony Ed-
mondson’s portion of this annual report contains a
more extensive discussion of our expenditure and
revenue projections, as well as the effect of reduc-
tions in our income and services.

In a different matter, the WSO Board of Directors
recently approved a proposal to conduct a certified
process audit of World Service Office finances and fi-
nancial policies. The board believes it important that,
with the recent changes in the executive director’s
position and in our general operations, we have all
our financial processes and records reviewed. The
audit will include an examination of the actual finan-
cial policies that have arisen from WSO board deci-
sions, including those affecting our methods of han-
dling income and expenditures. You should be made
aware that the accounting firm conducting this pro-
cess audit will be installed for a time as a regular
component of all World Service Office financial oper-
ations, including those related to the World Service
Conference, the World Convention Corporation, the
European Service Office, the Canadian Service Of-
fice, and the fellowship at large. This may have some
effect on your dealings with the World Service Office.
For example, if you have purchased literature or
other products from us, the accounting firm may
contact you to discuss those purchases. This is a
normal part of the procedure for a certified process
audit. Currently, the firm is conducting a preliminary
review of our operational policies in order to provide
an accurate assessment of how long the audit will



take and how much it will cost. The firm's estimate
will be based on its evaluation of the ease with which
our financial policies and practices can be analyzed.
All things considered, we do not expect the audit will
be completed until late this year.

Let us move on to give you a brief update on taxes.
We are currently awaiting a summary report on taxes
and Narcotics Anonymous from our attorney. Our
research on the matter will be concluded once we
receive that report, unless the conference feels we
should continue with an attempt to get a special rul-
ing on N.A.’s tax status from the U.S. Internal Rev-
enue Service. We do not feel that further work in this
area is warranted, and are satisfied with the research
that has been conducted to date. Hopefully, tax in-
formation will be included in an updated Treasurers
Handbook, which will provide the fellowship with the
guidance it needs to propery handle its financial af-
fairs. In the meantime, if you encounter any difficul-
ties in the area of taxes, please contact us at the
World Service Office.

In closing the discussion here of WSO financial
matters, allow us to emphasize one point in particu-
lar. This year's World Service Office annual report
provides you with a great deal of information about
our financial status, accounting procedures, and
budget. As members of the World Service Confer-
ence and the N.A. Fellowship, you have a right to full
disclosure of this information, but you also have cer-
tain responsibilities. While budgets and balance
sheets can be cumbersome and sometimes difficuilt
to analyze, we encourage you to find answers to
whatever questions you may have concerning these
financial data before you make any decisions based
on them. [n addition, we would ask that you evaluate
all the proposals that will come before this year's
World Service Conference with both an accountant’s
eye and a member’s heart, considering costs and
available resources along with the potential benefits
of a proposal. We hope you find the information
contained in this year's WSO annual report helpful as

you strive to effectively, responsibly serve the Fellow-
ship of Narcotics Anonymous.

LOW-COST TEXT, INTRODUCTORY GUIDE

Most of you are already somewhat familiar with the
idea of producing a low-cost Basic Text. Later in this
report, a complete analysis of low-cost text produc-
tion is provided; please refer to it for further details.
That report describes some problems we have dis-
covered with marketing such a book, including the
impact publication of such a book would have on Ba-
sic Text sales. Those problems can be minimized if
sales of the low-cost book are limited to fellowship
buyers, manufacturing costs for the existing Basic
Text are reduced, paperback Basic Text sales are in-
creased, and across-the-board adjustments are
made to our sales discount policy. Even given these
measures, distributing the low-cost text would be a
risky venture. Nonetheless, we would be prepared to
take that risk. We believe that such a book would be
very useful in carrying our message to indigent
members in the U.S. and for use by developing N.A.
communities in other countries.

After some preliminary consultation with the leader-
ship of the WSC Literature Committee, we have de-
veloped an additional proposal: to publish a compila-
tion of a number of already-approved works in a
book aimed specifically at the newcomer. We might
call such a book An Introductory Guide to Narcotics
Anonymous. This introductory guide would be a
pocket-sized book of about seventy pages in length.
We have not yet determined the price we would have
to charge for such a book. We would be able to
class an introductory guide of this sort as a new
product, with its own discount schedule. We think it
unlikely that sales of such an introductory guide
would cut substantially into Basic Text sales.

Keep in mind that the low-cost text and the intro-
ductory guide are two different books; each must be
considered on its own merits. The low-cost text will
give indigent individuals or groups, as well as N.A.
communities in developing countries, an affordable
version of our primary piece of recovery literature.
The introductory guide is specifically designed to ad-
dress the particular needs of newcomers. Remember
that, although the introductory guide will contain
sections of our text, the low-cost text is our text. In
reviewing the information related to these two prod-
ucts, please consider the need as well as the financial



REPORT CONCERNING THE MOTION FOR A LOW-COST BASIC TEXT

This year's WSC Motion 14 proposes “that the WSO
produce, at a reduced price, the edition of the text
ratified by the WSC. The actual price of this text
should be determined in view of the following factors:
its affordability to the membership at large; a change
in the cost and quality of the materials used in pro-
ducing the book; the responsibility of the WSO to
provide services from the income generated by sales
of the Basic Text; and whether it includes personal
stories or only the first ten chapters.” In this report,
we will examine the impact such a motion’s passage
might have on the World Service Office, local service
offices, and the fellowship’s overall ability to distribute
N.A. literature. It is vital that conference participants
discuss this issue in their regions, and then come to
the conference with the ability to consider additional
information and different perspectives before casting
their vote.

As an aside, it may be useful to recall a similar mo-
tion presented to the conference four or five years
ago. In 1987, the WSO studied a motion to reduce
the price of the Basic Text and our information pam-
phlets by twenty-five percent. Such a price reduction
would have resulted in a substantial loss of services
to the fellowship, a loss not outweighed by the bene-
fits individual members might have received from
lower-priced literature. Our report on the matter was
accepted by the World Service Conference.

BASIC TEXT SALES AND WSO INCOME

The World Service Office has only one major prod-
uct: the book Narcotics Anonymous, our Basic Text.
The World Service Office sold 291,278 English-lan-
guage Basic Texts in 1990, both casebound and
softbound, at an average discount rate of approxi-
mately 20% and an average production cost of about
$1.96." After deducting discount and merchandise
costs, 1990 text receipts came to about
$1,293,274.40, or close to $4.44 for each book sold.
This accounted for approximately 63.82% of WSQO's
1991 income after discount and merchandise costs,
which came to about $1,993,093.65.

1 All currency figures in this report are in U.S. dollars.
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Basic Text sales are declining. Following its initial
release on April 27, 1983, unit sales increased each
year by about 125% for two straight years. From
1986 through 1989, annual unit sales growth rates
dropped from 52% to 14%. Then, in 19390, unit sales
dropped by 20%. As a result, the World Service Of-
fice posted its first annual net loss in 1990, income
falling short of expenses by about 6.65%. Cost-cut-
ting measures have been implemented which we be-
lieve will keep us from posting another net loss in
1991. However, the balance of WSQO's 1991 budget
depends on an increase of about 8% in unit Basic
Text sales. If this year's unit text sales remain pre-
cisely at last year's level, and if WSO does not further
reduce its operations, the office can expect to show
close to a 2.5% loss. Therefore, we must view with
some alarm any proposal the least bit likely to reduce
unit Basic Text sales, unless the proposal also in-
cludes measures that would make up for lost text
sales.

LOW-COST TEXT

Most of those we've heard urging publication of a
low-cost text suggest that such a book need only
contain Book One—the first 103 pages—of the Basic
Text. Such a volume might be sold for around $3.00.
For the purposes of this report, we are roughly figur-
ing the cost of merchandise for such an item at about
45 cents per copy. Because the title and substance
of this book would be the same as the Basic Text we
currently sell, we believe that we would have to offer
customers the same discount rate we allow on other
literature purchases, averaging out at 24%. (We’'ll
talk more about discount rates later in this report.)
Hence, the discount expense per unit would be about
72 cents. Income available from each book would be
about $1.83.

IMPACT OF LOW-COST TEXT
SALES ON WSO INCOME

As far as many of our customers are concerned,
the low-cost text would be essentially the same as
the text they currently purchase at a much higher
price. If all the Basic Texts sold in 1990 had instead
been low-cost texts, WSO income would have been



reduced by about $739,027.84. We do not expect
the impact of a low-cost text to be this extreme, of
course, since many N.A. members and other cus-
tomers will. continue to buy the Basic Text currently
on our inventory. A certain unknown percentage of
N.A. members can be expected to purchase one of
the low-cost versions, and at some future point pur-
chase the Basic Text. However, be aware that if the
actual impact of the low-cost text is only one-fiftieth
as bad as the worst-case scenario described above,
the World Service Office will begin showing a net
loss.

We are fairly certain that our non-fellowship cus-
tomers, who represent approximately 33.87% of all
sales, would quickly begin ordering low-cost texts in-
stead of Basic Texts. If our single largest customer
had bought low-cost texts rather than Basic Texts in
1990, the resulting income reduction would have
been approximately $184,364.60. That kind of re-
duction, all by itself, would translate into something
like a 4.66% net annual loss in the 1991 budget.

In fairness, we must tell you that we do not believe
the full impact of low-cost text sales would be felt
immediately, but we have no way of telling how long
it would actually take to feel the full effect. Since we
might be adding another major book to our inventory
in approximately two years, we may only have to look
at surviving until that time. However, to bank on that,
we would have to assume that the N.A. literature de-
velopment schedule will be strictly adhered to over
the next eighteen months or so, and that the World
Service Conference will approve whatever is devel-
oped. Considering our history in that area, such an
assumption would not be prudent.

REDUCED WSO INCOME,
REDUCED WSO OPERATIONS

To judge the effect a substantial income reduction
might have on World Service Office operations, we
would suggest you examine this year’s report from
the WSO Fellowship Services Division, our 1990 in-
come statement, and our 1991 budget. The loss of
revenues in 1990 has already resulited in substantial
cutbacks in the WSO'’s projected personnel and
travel expenditures for 1991. Further losses will re-
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quire further cutbacks in one or more of the following
areas:

1)

2)

3)

4)

6)

The European Service Office, providing literature
distribution, public information, and fellowship
communications support to N.A. communities in
Europe. We project a loss of more than $80,000
in 1991 for ESO operations.

Free or reduced-price literature to developing N.A.
communities (e.g. India, S. America, Europe).

Accommodation of local fellowship short-term
cash flow problems. Current policy permits us,
under certain circumstances, to offer distressed
N.A. communities terms that allow them to con-
tinue to purchase N.A. literature while they get
back on their feet.

Literature sales discount policy, both for N.A. and
non-fellowship customers. The highest discount
rate for our largest non-fellowship customers is
40%, for the largest regional offices, 35%. Large
reductions in these discount rates might increase
our revenues, but would result in higher consumer
prices for those who purchase from non-fellow-
ship distributors, and would have a significant
negative impact on regional offices who pay their
operating costs from their literature markup. Ad-
ditionally, substantial reductions in discount rates
might result in lower-volume unit sales to these
customers.

WSO Fellowship Services Division, conference
support. Departments in this division provide
clerical, research, and coordinating support for
the World Service Board of Trustees and for the
WSC Administrative, Public Information, Hospitals
and Institutions, Literature, and Policy Commit-
tees.

WSO Fellowship Services Division, Special Pro-
jects Department provides development, compo-
sition, and editorial services for both halves of /t
Works: How and Why, A Guide to Service in Nar-
cotics Anonymous, the N.A. daily meditation
book, the Newsline, and the Fellowship Report. If
this year's Motion 2 passes, this department will
also provide services for the Conference Digest.



7) WSO Fellowship Services Division, general ser-
vices. Such services include the N.A. Loner
Group and its Meeting by Mail newsletter, The
N.A. Way Magazine, group registration, distribu-
tion of free group starter kits, information for local
service committees, and N.A. literature translation.

8) WSO Support Services Division provides admin-
istrative, accounting, personnel, database, cus-
tomer order entry, production, warehousing, and
shipping and receiving services.

In the final analysis, the World Service Office could
cut facilities, equipment, and personnel back to the
point where we only print, stock, and fill orders for
existing N.A. literature. This would require one
building and a manager, a bookkeeping/order entry
clerk, and shipping and receiving personnel. How-
ever, as you are well aware, this would be a very dif-
ferent kind of World Service Office than the one de-
veloped under the fellowship’s guidance since 1982.
We'll leave you to judge for yourselves what impact
such a reduction in WSO services might have on the
fellowship.

IMPACT OF LOW-COST TEXT SALES ON AREA,
REGIONAL OFFICE INCOME AND OPERATIONS

So far, we have only discussed the impact on the
WSO. However, there is a fairly certain impact that
would occur in the general fellowship as well. Right
now, area and regional service offices primarily exist
on the margin between their discounted Basic Text
purchase price and the amount they sell the book to
their customers for. It is reasonable to presume that
most would have to close if their revenue from text
sales dramatically decreased. This would force areas
and groups to purchase literature directly from the
World Service Office, with increased order turn-
around time and likely at an increased price. Those
local offices that remained open would probably have
to operate from smaller facilities, using exclusively
volunteer staff, resulting in a likely reduction in the

quality and timeliness of local literature distribution
services.

A PROGRAM TO MITIGATE THE
IMPACT OF LOW-COST TEXT SALES

In principle, we support the proposal to publish a
low-cost version of our fellowship’s Basic Text. We
recognize the low-cost text's potential to increase our
fellowship’s ability to carry the message to more ad-
dicts. However, at the same time we_discuss pub-
lishing such an item, we also have to seek ways to
mitigate any negative impact such an action might
have on other fellowship services. The following are
six measures that should be taken in concert with the
release of a low-cost text.

Measure One. The first measure has to do with the
terms of sale for the low-cost text itself. We should
sell Book One of the Basic Text, published with the
same quality paper, binding, and cover you would
find in @ mass market paperback book, at a retail
price of $3.00. We should offer a maximum discount
of 10% for large purchases of, say, more than 500
copies. Finally, we should sell the low-cost text only
to fellowship buyers—N.A. members, groups, ASCs,
RSCs, and local N.A. offices.

In order to be able to restrict sales of such a book
to fellowship buyers only, we would have to negotiate
with our largest non-fellowship customers. The U.S.
Fair Trade Act requires that if a manufacturer offers
one version of a product to all its customers, it must
offer all versions of that product to all its customers.
We would have to negotiate an agreement with our
two big catalogue-house customers in order to be
able to offer one version of the Basic Text only to the
fellowship. We have a fair degree of confidence in
the goodwill of both our major non-fellowship cus-
tomers, and believe such negotiations would very
likely prove successful.

Measure Two. We should reduce the production
standards and costs for the current hardcover Basic
Text, while continuing to sell the book at a retail price
of $8.00. When we began publishing the Basic Text,
production standards were set at a very, very high
level, giving our customers a book designed to last a
lifetime. Some reductions in the production stan-
dards for the hardcover text couid be affected with-
out noticeably effecting the appearance of the text,



and would significantly increase available revenues
from each unit sale.

Measure Three. We should reduce the production
standards and costs on the softbound Basic Text
(Books One and Two) even further, publishing it in
the mass market paperback format, and we should
sell it at a retail price of $6.50. Currently, we sell the
paperback text for the same $8.00 retail price as the
hardcover book. Consequently, in 1990, we sold
only 10,745 softbound texts—only 3.69% of total Ba-
sic Text unit sales. By offering the softbound Basic
Text at a significantly lower price than the hardcover
book, we would almost certainly increase paperback
unit sales. However, even given an increase in sales
volume, we would still have to substantially reduce
the paperback publishing standards and costs in or-
der to come out ahead. But since production stan-
dards for the softbound book we currently publish
are exceedingly high for the paperback market, we
believe we can do so successfully.

Measure Four. We should reduce the discount
rate we offer our top non-fellowship customers from
40% to 25%, while simultaneously lifting their resale
price ceiling. We believe that, by allowing these
customers to set their own resale price for the Basic
Text, they could eliminate the impact of such a re-
duction in their purchase discount rate. Such a re-
duction in the discount rate offered our largest cus-
tomer last year would have brought in close to
$148,861.20 in additional income, reducing our 1990
net loss by nearly 58%.

Measure Five. We should reduce the discount rate
we offer our top fellowship customers from 35% to
30%. In 1990, while the World Service Office posted
its first annual net loss, most of these customers
showed income surpluses. We do not believe a 5%
reduction in their discount rate would drastically af-
fect their ability to continue serving their regions and
areas.

Measure Six. We should publish a compilation of
already-approved N.A. literary items in a pocket-sized
Introductory Guide to Narcotics Anonymous, offering
1he DOOK to aii our customers at the same price and
under the same terms as the low-cost text. Such a
book would be designed particulary with the needs
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of newer N.A. members in mind. We would naturally
seek the assistance of the WSC Literature Committee
in the selection of material for inclusion in such a vol-
ume.

Sales and printing costs would be about the same
as for the low-cost text. However, because this in-
troductory guide would be a new product, we could
sell it under its own discount schedule. We would
prefer not to offer any discount greater than 10% on
this product. Income available from each book
would be between $1.25 and $1.65.

Because, we believe, this product would not reduce
Basic Text sales, the introductory guide would have
no negative impact either on World Service Office in-
come or local service center sales. In fact, a new
item of this sort, aimed especially at newcomers,
would probably generate additional sales income.

CONCLUSION

As we said before, we recognize the potential of a
low-cost text to increase our fellowship's ability to
carry the message to more addicts; therefore, at least
in principle, we support the low-cost text. However,
we must tell you that if the World Service Conference
mandates production of a low-cost text without also
supporting measures to mitigate the impact of low-
cost text sales on WSO and RSO income, the confer-
ence will, in effect, be closing both down.

If the WSO's general financial position were better
than it actually is, we might be more willing to take a
drastic risk, knowing we had the resources in reserve
to accommodate any dramatic shortfall in income.
Unfortunately, that is not the case. Given the poten-
tially grave impact, we have struggled to find a way to
publish the low-cost text without placing the office at
undue fiscal risk. We believe the six measures de-
scribed at the end of this report move the risk in-
volved in publishing a low-cost text from the "undue”
to "acceptable” category of risk.

There are no certainties when examining this ques-
tion, only the best opinions that we can muster based
upon the facts at hand and our experience. We are
confident that the participants of the World Service
Conference understand that the issues surrounding a
decision about the Basic Text may have a profound
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effect on our ability to provide service to the fellow-
ship. We also have confidence that the fellowship
can understand the issues and make reasonable de-
cisions as a result. We sincerely believe that we have
a responsibility to address the needs of the fellow-
ship, and will implement whatever decision the World
Service Conference makes. We only request that
participants come to the conference with some flexi-
bility as it relates to this very important decision.



