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1.  SUMMARY: Current budgetary pressures combined with the

continued overseas security environment remind us of the

need to provide support services in the most efficient

manner in safer locations while also being good stewards

of the American public's resources.  Rightsizing agency

presence in New Embassy Compounds, centralizing and

regionalizing some business lines, greater use of local

staff, outsourcing and elimination of duplication in

services are all part of this effort.  Elimination of

duplicative structures for support services delivery has

been and remains a core objective in this effort. On

October 21, 2005, the STATE/USAID Joint Management Council

(JMC) met.  Lessons learned with regard to shared

administrative services in a number of pilot missions

constituted the principal topics of discussion.  This

cable presents a status report on consolidation of

administrative services and lays out next steps in this

effort. The "lessons learned" from these initial efforts

at consolidation are outlined in para 5.

2.  In addition, Embassy Nairobi has developed a potential

strategy for consolidation that merges State and USAID

general services into a streamlined, unified operation. In

principle, we recommend this general concept as a new

model, particularly for posts where service providers are

already collocated or soon will be as a result of new

Embassy construction or for other reasons.

3.  Chiefs of Mission and USAID Mission Directors should

lead the effort at their posts to identify and fully

support efforts to eliminate duplicative services,

consolidate and re-engineer support services while

ensuring full programmatic support for all serviced

customers.  Para 11 contains an action request for all

posts.  END SUMMARY

4.  OBJECTIVES:  We must seek more efficient, lower cost

ways of doing business.  The ICASS Executive Board (IEB)

has made cost containment of support services a priority,

which we support.  There are many reasons for budgetary

growth in ICASS, but the overall goal should be zero

growth.   Achieving this objective will involve numerous

changes to how we do business: eliminating duplicative

services, outsourcing functions that are not inherently

governmental and centralizing/regionalizing functions that

do not need to be performed at post.  We must do so with a

sense of urgency, but also with full transparency.  Reftel A
described OMB's PART evaluation of ICASS, which set targets
- targets we should be able to meet - for cost containment, 
outsourcing and improved service ratios.

5.  PILOT PROGRAM LESSONS LEARNED:  The State/USAID Joint

Management Council has completed an evaluation of the

shared services pilots in Cairo, Dar es Salaam, Jakarta

and Phnom Penh.  Most posts report significant operational

efficiencies and some cost savings.  Regulatory and

technical obstacles at the agency levels limited the

impact of operational efficiencies achieved.  Where

practical and pragmatic regulatory or statutory changes

will maximize gains from consolidation, regionalization or

elimination of duplicative services, we will seek such

changes.  JMC working groups are already at work on

removing some of these regulatory and technical obstacles,

with a view to having single standard regulations,

guidance, forms, etc. in place by March 2006.  Examples

include: a standard lease format, lease waiver form, and

lease regulations; a single set of motor vehicle

records/reports/procedures; a single set of asset

management regulations/ requirements/software; a single

work order system; and clarification of property transfer

rules under ICASS.  As part of the consolidation, pilot

posts re-engineered business processes and updated

standard operating procedures, improved communications

with customers, improved equity in service levels,

identified and expanded existing best practices, and

optimized or reduced workspace requirements.  Careful

workforce planning enabled posts to identify the best

employees from both service providers to create a stronger

and leaner combined organization.  Elimination of

positions through attrition and abolition of vacant

positions minimized the negative impact on local staff.

A full report of the evaluation of the pilots is available

on the A/GSSI website at a.gssi.state.gov.

6.  NAIROBI MODEL: The ICASS Council at Embassy Nairobi

sponsored a study to examine the feasibility of combining

support services provided by USAID and ICASS in

anticipation of the collocation of USAID on the Embassy's

main compound. Nairobi's analysis made use of the

Alternative Service Provider module in the ICASS software

and new costing templates which for the first time

provides us with an accurate comparison of costs between

services provided by USAID and by ICASS. The study

concluded that the ultimate creation of a combined mission

administrative support (MAS) organization will achieve the

best results.  While the specific structure of this new

organization is still under development, motor vehicle

operations, non-expendable/expendable property management,

leasing, residential maintenance, and shipping and customs

operations are among the first candidates proposed for

consolidation.  A combined organization will build on the

best practices and talents of post's well-performing

service providers. Embassy Nairobi proposes an incremental

or transitional approach to arriving at a single provider,

assigning some services to ICASS as the single provider

(USAID to buy in) and some services to USAID as the single

provider. Before actual consolidation will occur,

additional analyses will be undertaken by Embassy Nairobi

to determine the overall cost impact to the USG and all

customer agencies to implement this model as recommended

in the summary para. This analysis needs to show that the

formation of the single provider will over time be more

cost effective for the USG.  We assume for this to occur

that business practices will have to change including

greater use of local staff, outsourcing, and regionalizing

certain services.  We recommend this general approach as a

model for all posts whose service providers are already or

soon will be collocated. Other posts that will not be

collocated with USAID should consider the model applied by

the shared services pilot posts and consolidate services

under ICASS with a single service provider - - either

State or USAID as an alternate service provider.  These

posts should identify the most cost effective options for

reducing support costs and improving service.

7.  NEW EMBASSY COMPOUNDS AND RIGHTSIZING: All embassies

receiving a New Embassy Compound (NEC) are required to

complete a rightsizing study, approved by the Office of

Rightsizing the U.S. Government Overseas Presence (M/R).

One of the premises of this study is that all duplicative

functions, both programmatic and administrative, will be

eliminated.  M/R works with posts to identify current

areas of duplication, and recommends appropriate courses

of action to eliminate them.  Posts need to ensure that

their decisions on which positions are eventually

abolished as part of this consolidation are taken

interagency and in a completely fair and transparent

manner.   M/R,A/OPE, and USAID/M/OMS will also be working

with posts to maximize their use of competitive sourcing

as a tool in the rightsizing initiative.  Our first target

will be the largest and most expensive posts, many of

which have a well-developed commercial infrastructure.

8.  SERVICES CONSIDERED NOT DUPLICATIVE:  Rightsizing, the

JMC Pilots, and the Nairobi model have focused on

identifying duplicative/redundant administrative services

between State and USAID and other providers at overseas

posts. We have identified specific administrative services

that are considered core to the USAID programmatic mission

and therefore not subject to consolidation at this time.

Such service activities fall into the general categories

of procurement (grants management and contracts for

program procurement), financial management (budget

analysis and accounting related to programs and projects)

and personnel management (recruitment and management of

specialized technical and program staffing under various

direct hire and non direct hire mechanisms required for

USAID programs).  A compatable information system

(platform) is another area where there may not be complete

consolidation.  State's Joint Enterprise Architecture team

and USAID's Information Technology office are actively

working this issue through the JMC to determine how and

what systems can be consolidated.  This is an ongoing

process and could affect post consolidation efforts.

9.  MANAGEMENT PRINCIPLES:  We appreciate that what we are

asking you to do is difficult, sensitive, and involves

profound change for American and Local staff.  Here in

Washington we are strongly committed to a dialogue and

decision making process that is transparent and

participatory.  Consolidation decisions under any

scenario, including rightsizing, should be based on the

best way of providing services at the lowest possible

cost, with fairness to all agencies' staff, both American

and local, in terms of employment opportunities and

services provided.  We ask for the same spirit of

openness, fairness, and participation in the field. Posts

should develop plans for evaluating the staff in the

consolidated organization that utilize these principles.

10.  ASSISTANCE AVAILABLE: State's newly created Office of

Global Support Services and Innovation (A/GSSI) will work

with its USAID counterparts through the JMC Shared

Services Working Group to develop step-by-step templates

for costing analysis and consolidation planning. These

templates, along with evaluation reports from the pilot

posts, will be posted on their website at

a.gssi.state.gov.  The working group will also provide

guidance, regulations, and standard procedures for

property management, work orders, property transfers, and

leasing as they become available.  Offices available to

help posts in this process, all of which should be slugged

for action on telegrams from the field, are: A/GSSI -

contact Crissy Somma; USAID's Office of Overseas

Management Support (M/OMS) - contact Steve Callahan;

Office of Rightsizing the United States Government

Overseas Presence (M/R) - contact Patrick Truhn.

11.  NEXT STEPS/ACTION REQUESTED: We expect all posts in

the MPP process to look at duplication of services and

develop action plans for consolidating support services.

Para 4 of Reftel B, the FY2008 MPP guidance, provides

guidance on this issue.  We encourage COMs and USAID

Mission Directors to eliminate duplicative services that

show the most promise for improving cost effectiveness.  A

component in post action plans should address ICASS

invoice costs.  Posts should develop consolidation plans

that contain both short-term and long elements and "what-

if" scenarios in the ICASS budget.  These scenarios should

include the workload, costs (personnel and other budgeted

items) for all customers in the consolidated organization

and generate estimated invoices to assess the impact on

all customer agencies.  These consolidation plans and the

estimated impact should be presented to the ICASS Council

and a consensus should be reached on how to proceed with

consolidation.  This should be a transparent process.

Each customer agency's ICASS bill should be considered in

determining impact of the consolidated organization.  An

additional component in post action plans should

differentiate between business model (shared services)

consolidation changes and the additional operating costs

involved in moving to new buildings (collocation).  The

action plan should also include fully weighted Capital

Security Cost Sharing costs for positions and identify any

savings that could be achieved either by reductions in

positions or the sharing of positions previously paid by

one agency.  Consolidation may also include increased

outsourcing of some services to commercial providers.

Productivity gains from consolidation and re-engineering

should lead to reductions in the number of people who are

required to perform any particular service.  Consolidation

will require the complete restructuring of administrative

operations to achieve cost savings and results for all

agencies.  As you proceed with cost analysis and efforts

at consolidating shared services, please stay in close

contact with the offices identified in para 10 for any

guidance you may require and to assure that the Department

and all posts worldwide may share in lessons learned and

best practices.

12.  Minimize Considered.

RICE

