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SUBJECT: EVOLUTION OF ICASS

1.  At our ICASS Executive Board (IEB) meeting on June 24

we discussed recent developments that will impact ICASS in

fundamental ways.  I wanted to share with you these

discussions so that you in the field who work with ICASS

every day are aware of what's happening in Washington.  I

raised two important questions for the IEB, and all of us,

to consider.  First, how should ICASS evolve to become

more effective?  Second, how must ICASS change to meet the

challenge of Capital Security Cost Sharing?

Evolution of ICASS

2.  ICASS has matured beyond its adolescent stage to a

settled program.  We have enough experience with how ICASS

functions in the field and in Washington to know its

strengths and weaknesses and to have a sense of how to

improve it.  The General Accounting Office (GAO) is just

beginning a review of ICASS to determine whether ICASS

costs are equitably distributed and whether ICASS delivers

services efficiently.  We welcome this study, which will

be the first outside review of ICASS since its formative

years.  We will work closely with GAO to help ensure a

fair and thorough report.  The timing of the GAO study

coincides with our own plan to consider changes to ICASS.

The IEB is looking for recommendations for improving ICASS

- not just tinkering on the margins, but fundamental

changes as well.  The IEB tasked the ICASS Working Group

with thinking "out of the box" about ICASS and reporting

back at the next IEB meeting in November.

3.  To set the tone for the kind of changes we should be

considering, I asked IEB members to think about whether

cost distribution continues to make sense as the cost

sharing mechanism of ICASS.  Cost distribution hides a lot

of inefficiencies.  Because ICASS charges a set price for

a service, customers sometimes have little incentive to

change behavior to reduce costs.  Service providers also

have a hard time seeing the true cost of doing business

because disparate services are bundled together.  For

example, we charge the same price for making vendor

payments whether via paper check or electronic funds

transfers even though the real costs are very different.

Should we account for the actual costs of providing a

service and charge the customer that price for services

received?  Such a change would involve a global effort at

cost determination and development of at-post price

schedules and could come close to direct billing for

services.  Would that be achievable, or worth the effort?

Capital Security Cost Sharing

4.  Capital Security Cost Sharing (CSCS) is part of OMB's

rightsizing efforts to spread capital construction costs

overseas among agencies on a per-capita basis.  The impact

of CSCS on ICASS will be dramatic.  ICASS annual revenue

is currently approximately $900 million.  CSCS, when fully

phased in, would add approximately $350 million to ICASS

costs at a time when customers are getting hit with CSCS

bills for their program staff.  ICASS will be challenged

by additional costs of that magnitude and will have to

change the way it does business.  We will have to make

tough decisions about what services must be provided on

site at post and which can be regionalized or centralized.

Are there other ways of delivering service that would

maintain quality but require fewer ICASS employees at an

overseas post?  As CSCS is implemented, we should expect

that customers will also re-examine the positions they

have overseas.  ICASS will need a flexible support

platform that can adjust to these strains and fluctuations

in customer requirements.  (For more information about

CSCS, see State 186768.)

Action Requested

5.  The IEB is looking to the ICASS Working Group to come

up with dynamic proposals for positive change by November.

The best ideas about ICASS generally come from the field

since you deal with it on a practical level every day.  I

encourage you to give some thought to how ICASS should

evolve to become better managed and more efficient.

Please channel your comments and suggestions directly to

the appropriate agency representative on the ICASS Working

Group here in Washington, so the IWG can consider and

compile all ideas in their study.  State customers and

service providers should contact State rep Matt Burns; the

full list of agency representatives can be found at

intranet http://icass.state.gov or internet www.icass.gov.

6.  Minimize Considered
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