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REFORMING THE INCENTIVES SYSTEM
EXECUTIVE SUMMARY

This is an enormously exciting and challenging time for A.LD. It is also an uncertain time as the
Agency, faced with severe criticism, has taken the opportunity to look carefully at its management. This
introspection indicates that some improvements are certainly needed, but it also reveals that the prece-
dents and assets to do so successfully are present. With the significant management improvements rec-
ommended by the Reorganization Committees, including the Incentives Committee, and requested by
Congress, A.ID. can continue to serve ably as the leader in the administration of America’s international
development programs and resources.

The changes and proposals made by various internal teams to date have offered structural and sys-
tems improvements to focus on results and accountability. The Incentives Project took the initiative to
find out what else was done by organizations making similar improvements to ensure the success of such
changes. We found that changes in processes and procedures were not enough. Rather, organizations
like A.I.D. that have been forced to rethink their management have one thing in common. Each has in-
troduced a comprehensive strategic management approach encompassing every facet of the firm or
agency’s life.

After much research, meetings with corporate leaders, and discussions and cable exchanges to
gather the views of A.I.D.’s employees, the Incentives Project is convinced that what worked for the pri-
vate sector and pioneering federal agencies is what A.I.D. also needs.

A.LD. employees at every level say that they need a clearer idea of the Agency’s direction, that they
need to know that their careers are valued in A.I.D. and that the quality of their work is recognized. Re-
garding incentives, employees often do not know why awards were given, perceive that the same people
continually receive awards or are promoted even when others are viewed as more deserving, and that
there are inequalities in awards across services and levels. Many who make significant contributions to the
Agency do not receive any recognition from their supervisors - except for more work.

We conclude and recommend that A.I.D. needs to dedicate itself to creating a new, more positive
management climate. The foundation for establishing this climate is a comprehensive strategic manage-
ment approach based on:

1. A clear statement of the Agency’s vision, values and management philosophy.

2. Explicit recognition that A.I.D.’s most important resource — the only one that continually pays
back when invested in — is our skilled and talented employees.

3. A consistent, strong focus on continuous improvement, client satisfaction, and measurable re-
sults.

4. A major investment by the Agency in educating all employees to understand and act in accord
with the strategic management approach.



5. A revamped incentive structure to reward the new behaviors required.

The most significant finding of the Incentives Project is that many of the elements of this new man-
agement climate are in place already. They are pools of excellence, often isolated by a lack of the means
to capture and replicate them. In A.LD. there are managers who set clear direction and vision, provide
career enhancing experiences to employees, and who reward creativity, team work and risk taking. These
managers clearly define the office goals, set measurable benchmarks to determine progress and success,
manage risks, and see that resources are provided where most needed. These managers value their em-
ployees and give them constructive feedback, guidance and recognition.

There is a strong value system shared by most employees. It has never been formally articulated, but
most employees give the same answer when asked what they value. The answer can be summed up as
“caring, commitment and competence.” Employees deeply care that their work produces the develop-
ment results desired by the Congress and the American people. They do not want to spend the taxpay-
ers’ money or their time on poor quality or wasteful work. They want to do the best job they can to
achieve the Agency’s agenda of assisting the developing countries of the world, thereby strengthening
our national security as well as our economic well-being. Simply stated, almost all employees were mot-
vated by one desire - to do the best job they can to make a difference in the developing world. Indeed it
is remarkable to find that, even when not recognized by their supervisors or the Agency incentive system,
many continue to work their hardest to achieve results.

Also reassuring, we found that the employees are not resisting change. While there may be excep-
tions, we were constantly impressed by the cagerness of our colleagues to explore new ways of operating
to save the time spent struggling with unproductive systems and procedures. Employees in A.LD. want
to make it the “best managed small agency in the Federal Government,” in the words of the late Alan
Woods.

The Incentives Project recommendations which follow are intended to bring about the same man-
agement climate in A.I.D. that has had such a positive impact in other organizations seeking to
reinvigorate themselves to serve the rapidly changing world. We firmly believe that A.LD. employees can
easily meet all that is demanded of the Agency if they are valued, placed in a management climate that re-
wards them and supports their professional growth, and given the leadership and resources they need to
do to get the job done.

To bring the new management climate about will require a drastic shift in how the Agency views
and deals with its employees. Some changes can be quickly and inexpensively carried out. Others will re-
quire a major investment of executive commitment and of time, money and staff. Renewing our vision,
values, and processes cannot be done inexpensively or rapidly. Our employees have the intelligence and
ability to make A.ID. a model of quality management. Even more important, many of the models from
which to learn exist within the Agency. But most of all, our employees have the will and drive to make it
happen.

it



RECOMMENDATIONS

The recommendations are ordered according to findings of each of the four Incentives Subcommittees.

L.

II.

MANAGEMENT INCENTIVES: TOWARD A NEW MANAGEMENT CLIMATE;

To facilitate the creation of a positive management climate, we recommend that the
Agency:

1. Adopt a comprehensive quality management strategy to ensure desired development results
and accountability. Basic to this process is the creation of an Agency vision statement and
adoption of the values and management philosophy described in the Incentives Report (See
Appendix A). '

2. Adopt a standard for A.I.D. managers that emphasizes the focus on performance results,
while stressing the essential values of commitment, competence, and caring,.

3. Appoint a Management Reforms Council with top-level leadership to support and monitor
actions on all management reforms recommended by the Incentives Committee and the
Program Reforms Committee and approved by the Administrator, including the quality
strategic management process. '

4. Establish a multi-year investment fund for organizational effectiveness learning, consulting,
and coaching. This is essential to ensure that all employees acquire the skills necessary to
implement the quality management strategy and other Agency reforms, including new ap-
proaches to career enhancement and program operations.

CAREER ENHANCEMENT: ESSENTIAL COMPETENCIES FOR PROFESSIONAL
GROWTH

Career Enhancement has been defined for the purpose of this project as “a system aimed at
helping employees to grow and improve throughout their careers in ways that produce and
maintain a creative, energetic, and motivated Agency workforce.” To create and institutional-
ize such a system in A.I.D., we recommend that the Agency:

1. Endorse career enhancement as a key Agency priority and that the Administrator charge his
senior staff with formally addressing career enhancement within their units at all levels.

2. Adopt both the career enhancement principles included in the full report and the accompa-
nying matrices as important means for assisting A.I.D. employees in their career growth.

3. Provide the Director of FA/HRDM with the necessary funding and additional staff re-
sources to implement the recommendations relating to policy, career counseling, staff re-
cruitment, assignment, classification and training included in the Career Enhancement re-
port.

ii



4. Provide the Director of FA/HRDM the necessary funding and resources to prepare and
implement a concrete plan of action for addressing the special needs of technical officers, For-
“eign Service Nationals, secretaries, women and minorities - groups that currently do not re-
ceive the recognition they are due and for whom career paths in the Agency are cither very
limited or nonexistent.

III. PERFORMANCE PAY AWARDS: REWARDING THOSE WHO ACHIEVE RESULTS

The Performance Pay Subcommittee found that A.ID.’s performance pay awards program
does not adequately stimulate attainment of Agency goals and objectives, such as results and
accountability, customer satisfaction, quality, and innovation. To enable the performance
awards program to achieve its full potential as a motivational tool, we recommend that the
Agency:

1. Include peers and subordinates from within the same employee groups on “performance
pay boards” to help determine the recipients and amounts of performance pay awards.

2. Decentralize to field missions the determination of performance pay awards for overseas FS
employees, the amounts of such awards, and the pool. This would further enhance the idea
that award decisions are best made at the same level as performance decisions/evaluations.

3. To the extent practical, develop and apply uniform “performance pay standards” for all em-
ployee systems (including employee evaluation) so that candidates show evidence of excel-
lence in the attainment of predetermined objectives and behavior that support the Agency’s
management strategy, philosophy and values.

4. Establish equity in the amount of funds made available for performance pay pools. It is pro-
posed that funds for performance pay pools be three percent of base pay for all categories of
employees.

IV. FORMAL RECOGNITION AWARDS

Like the performance pay awards program, the formal recognition awards program needs sub-
stantial work in order to best motivate staff to achieve the Agency’s goals. To realign it with
the Agency’s goals and objectives, as well as the employee’s motivations, the Formal Awards
Subcommittee recommends that the formal awards system should be replaced with a new sys-
tem designed on the following principles:

1. The awards system should be driven by the values that are espoused by the Agency.
2. The awards system should meet the Incentive Project’s objectives.

3. Nomination and selection of awardees must include more participation by peers, subordi-
nates and others.

4. The system should include more creative awards, such as time-off, on-the-spot, and pre-
ferred assignments.

iv



INTRODUCTION

The Agency for International Development has entered the 1990s facing a dramatically altered
international environment that poses many new and very exciting challenges for the Agency. If we
are to maximize the role of foreign assistance as a key element of U.S. foreign policy and as a
means to improve the plight of those in the developing world, our response to these challenges and
opportunities must be rapid and produce clear and very visible results. However, the Agency is
hampered by a chronic shortage of resources and an acknowledged need to strengthen the manage-
ment practices of the Agency. In order to meet the important challenges and opportunities of the
1990s, it is imperative that we more efficiently and effectively manage our available resources.

A.L.D. Employees - Our Most Valuable Resource

By far, the most important of our resources has and will continue to be our personnel - our human
resources. Development assistance by its very nature is a people-based process. In this regard, the
Agency is extremely fortunate. A.LD. is widely recognized as possessing a highly skilled and
motivated work force with extensive overseas and developmental experience. This is a fact under-
scored by the Agency’s leadership in international development over the last 30 years. Our diverse
work force of Foreign Service (FS), Civil Service (CS), Foreign Service National (FSN) and con-
tract personnel represents a truly strong foundation on which to build.

However, the effectiveness of even the most motivated employees can be hindered by cuambersome
processes and procedures; by outmoded systems and facilities; by lack of direction; by micro-
management from within and without; or by an ill-defined human resources management system
that fails to produce opportunities for growth and to reward employees who contribute to the
organization’s objectives. The result is to limit the organization’s effectiveness in producing
positive results. Conversely, an organization that is characterized by a positive management climate
with clear direction, a strong value system, standards and objectives; that supports and empowers
the employee; and that establishes a human resources management system which encourages career
development and which recognizes those who further organizational objectives will produce more
effective and committed employees and thereby improved performance and better results.

Like most organizations, A.L.D. falls somewhere between these two paradigms. Significantly, the
experience of private companies that have fully embraced and invested in the latter approach has
been extremely successful. Many of them are Malcolm Baldrige Award winners. Federal agencies
are beginning to adopt the same principles with equally promising results. We believe that A.I.D.
can profit from adopting this approach as well.

Enhancing the Management Climate

The Agency has readily acknowledged the need to improve its management practices and systems.
In its Management Action Plan of May 1991, several priority management actions were established
by the Administrator to address some of the more important of these problems, such as the project
design and approval process, the contracting cycle and performance measurement. More impor-



tantly, the quality, dedication and proven record of the Agency’s personnel and the vital role they
will play in meeting the demands of the 1990s was a central theme of the plan. The action plan
stated: “The Agency now faces the challenge of linking this development momentum and matchless
personnel resources to a dramatically altered foreign policy environment and new development
issues.” It was clearly recognized that the success of the plan and the ability of the Agency to meet
the challenges it faces “rests with the staft of the Agency.”

“Recharging” the Agency’s incentives system was made a priority management reform. An Incen-
tives Project Committee, chaired by the Counselor to the Agency and staffed by FS and CS officers
from throughout AID /W was established in June to determine how best to do so. The committee
was granted wide latitude in its deliberations. As a result it defined incentives in their broadest
sense to include not only the more traditional awards system, but reforms in how we manage our
people.to perform at their peak.

The committee members have approached the task with a great deal of enthusiasm, recognizing the
unique opportunity the project presented to change and improve fundamentally the way we do
business. The scope of the project is significant. The potential impact on the Agency is enormous.
It can cause a major shift in the way we do business and in the way we motivate and reward our
employees. To implement the actions recommended fully will require time and resources. The
recommendations of the project are clearly only a first step in a long process. Although many
of the recommendations can be implemented immediately and others within the year of their
approval, the process of achieving the desired management climate will take several years, a
point made clear to us by consultants and companies alike.

Goals, Objectives and Methodology

Goal; The overall goal of the project was to develop an incentives program that encourages and
rewards performance that focuses on results; is consistent with the Agency’s objectives; rewards and
recognizes service excellence, quality and innovation; and identifies the parameters for managers to
use in evaluating performance.

Objectives: The specific objectives of the project was to develop an incentives system that:

1. Encourages and vewards desired performance;

2. Is based on clear, transparent and objective criteria;

3. Is fairly and equitably applied and administered;

4. Is predictable - everyone knows why an individual is rewarded; and,

5. Promotes the idea among our personnel that they have a stake in improving Agency
management and can share in the resulting rewards.

Methodology

Participation: There were two primary goals in designing the Incentives Project. The first was to
involve as many Agency personnel as feasible in order to make it truly an Agency initiative and to
create a participative and transparent process.



The first step toward this goal was to establish the Incentives Project Committee. It was comprised
of a Steering Committee to direct, coordinate and integrate the process and four subcommittees
which focused on four incentive categories: Management Incentives, Formal Recognition
Awards, Career Enhancement and Performance Pay Awards. The Counselor to the Agency
was appointed as the Chair of the Steering Committee, with the Chairs of the four subcommittees
serving as steering committee members. A total of 34 Foreign Service and Civil Service officers,
drawn from throughout AID /W and representing both the program and support sides of the
Agency, participated as committee members or advisors. FA/HRDM staff served as advisors to the
subcommittee.

The second step was to hear from employees throughout the Agency on all the issues. In response
to requests for their views, 76 cables and memorandums were received from 34 missions and 11
AID/W offices. Individuals, as well as employee groups (some established to respond to specific
queries), presented their ideas. Further, the subcommittees conducted more than 60 interviews
with representatives from all levels of the Agency.

Sessions were held with diverse groups within the Agency including the Managers Network, the
AID Awards Committee and the Secretarial Advisory Group. All this gave the subcommittees
extremely valuable insights into what motivates our employees, what they expect of management,
and what they see as problems and possible solutions. The committee is grateful to all those
individuals who took their very valuable time to participate. These contributions have made this a
more practical and realistic document.

Educating Ourselves: The second goal was to apprise committee members of the latest thinking
in human resource management, particularly in the incentives area. To do this, some 37 compa-
nies, including all the Malcolm Baldrige Award winning companies, were contacted for information
and guidance. A host of government organizations and management consultants also were
brought in to discuss incentives with the committee. These included Xerox, Sibson Co., Healthy
Companies, Training Resources Group (TRG), Management Systems International (MSI), Team
Technologies, the U.S. Department of Education, the Federal Quality Institute, the World Bank,
the U.S. Office of Personnel Management, and Blessing/White. From these discussions, the
committees were able to discern certain common themes to consider in developing their recom-
mendations. A reference library of more than 80 articles with an annotated bibliography was
collected and assembled. Finally, facilitators from TRG and MSI were brought in to assist the
subcommittees in their work.

In order to help relieve the participants of the exceptional demands placed on them by their normal
full-time jobs, three off-site workshop sessions were held, in addition to the many individual
sessions of each committee. As the committees drafted their reports, they also solicited reactions to
their preliminary findings.



Recommendations

I. Management Incentives: Toward a New
Management Climate

Objective: The Management Incentives subcommittee was charged with identifying obstacles to
management excellence within the Agency and determining appropriate modern management
techniques that could be adopted by the Agency to improve its performance and that could serve
as the framework for the work of all the subcommittees.

Key Findings: The key finding from the subcommittee’s survey process was that most Agency
employees want to do quality work and are self motivated to do so. Although A.L.D. staff are a
diverse group, they are motivated by one unifying interest: a desire to help people. They see their
greatest reward in the accomplishment of the Agency’s purpose, to provide a better world for the
people of developing nations. The most important career incentive expressed by almost all was to
have a job that is challenging and satisfying and that permits the employee to grow. A great
number of employees, however, are frustrated by obstacles such as a lack of clear direction, cum-
bersome procedures, outmoded systems and facilities, and a poorly defined career path that fails to
provide opportunities and rewards in a transparent, predictable and equitable manner. Significantly,
the subcommittee found that non-traditional incentives - especially the simple “thank-you” for a
job well done - are often the most powerful and effective in gaining desired results. Recognition
through formal and cash awards is still needed, but must be geared to the motivation of the em-
ployees and adjusted to fit the changing goals and objectives of the Agency. To be effective, the
process must be decentralized, timely, equitable and based to an increased extent on peer and
subordinate input. These findings are mirrored by the work of the other subcommittees.

A New Management Climate

Considering the above findings and based on a review of the most current management tech-
niques, the subcommittee concluded that no single management technique is appropriate for all
situations in the Agency. Instead, what is required is the creation of a new and positive manage-
ment climate in A.1.D. that will more effectively harness the strong internal drive and creativity of
the A.I.D. staff to obtain results that further the goals and objectives of the Agency. The recom-
mendations which follow provide the foundation for creating the new climate, drawing from
several management techniques and adopting the best practices and principles for the A.I.D.
setting. Combined with implementation of the recommendations of the other three incentives
subcommittees and the work of the other management reform efforts taking place in the Agency,
we believe that this new climate can be created. The principles and practices that are recom-
mended to put this climate in place we call 2 quality management strategy.



Several key elements are involved in establishing this new climate. - First, all management efforts
must be aimed at producing results for our clients, i.c., development impact and thus external
credibility. There are three obvious sets of clients: the countries we work with; the executive
branch of which we are a part; and the American people as represented in Congress. - Second,
Agency leaders must establish the vision, values and objectives which are understood and accepted
by the Agency’s staff and its clients in order to move the organization as a whole toward our
statutory purpose. - Third, the Agency must install an incentives system which rewards those
values and related behaviors which produce quality management. - Finally, we must continue to
educate ourselves more broadly in quality management and how best to do it.

A Quality Management Strategy

The principal recommendation, which sets the stage for the creation of a new climate and for the
entire incentives package, is that the Agency adopt a comprebensive quality management strategy
to ensuve desived development vesults and accountability.

The quality management strategy draws from the best thinking and experience of recent innovative
approaches being used in the private and public sectors, both here and abroad. These have led to
significant benefits in other agencies and companies. In A.LD., the quality management strategy
will blend the strengths of a wide range of management techniques (many of them already intro-
duced to A.I.D. and many being applied in the Agency) and adapt them to our needs and global
structure. '

There are three essential facets of the recommendation:
- a program vision for the Agency’s future;
- a management philosophy; and,

- a vision and a set of values which are easily understood by all Agency employees.

Vision, Values and Philosophy

The leadership of A.ID. has the responsibility to develop a contract with its clients and its employ-
ees which establishes in clear, transparent and easily understood terms, its vision for the Agency, its
management philosophy, the goals and objectives it wishes to attain and the behavior it values.
This contract is essential if incentives are to be effective in motivating employees to contribute to
the Agency’s goals.



A Vision is more than a mission
statement; it is a picture of where the
Agency is heading, of the way things
should be. It is stated in language
that is inspiring and understandable,
both to those inside the Agency and
to those who have a stake in AI.D.’s
success. It must blend the aspirations
of the leadership with those of the
staff. The box at right contains a
“model” of an Agency vision. This,
or a similar statement, needs to be
endorsed by the leadership team to
set the program framework for the
management strategy.

'growth and prospenty We help famjhes toi
their quahty of hfe by devela pmg thexr skllls” nd

Companions to the program vision are the Agency’s management philosophy and values. Employees
must be aware of the basic management philosophy under which they are expected to operate and the
norms and values by which they are to conduct themselves and against which they will be measured.
The statement of values and philosophy which follows is based on the subcommittee findings that our
employees already possess a widely held set of values and a common understanding of many of the
techniques of quality management. The statement also reflects current motivational theory. We believe
that by adopting the statements the leadership will facilitate good management by strengthening and
supporting the beliefs already held by the majority of the staff.




The Values: The subcommittees have sought to identify those values and characteristics which are
most highly prized by the Agency and its personnel and which will best further the goals and
objectives of the Agency. To do this, the subcommittee reviewed the work of several senior man-
agement courses, reflecting the views of more than 100 officers. These characteristics have been
clustered into five major Agency values.

Factors that expand on and illustrate this statement of values are presented in Attachment A.

Key Recommendations

In order to institutionalize the Quality Management Strategy and thereby facilitate the creation of
a positive management climate, the incentives subcommittee has identified four key supporting
recommendations:

1. Develop and implement an Agency-wide strategic management system to ensure that
systems and procedures are improved and maintained and conform to the vision, values and
management philosophy.

This recommendation responds to the need for clear direction and for supportive systems. The
best managers in A.I.D. are those who work with their staffs and their clients to establish a clear
sense of purpose and objectives at the level of their own unit. They then adjust their program,
human resources and support systems to achieve the purposes agreed upon. Many are now doing
this through strategic planning and management. However, this is not a generalized practice or
expectation in all bureaus, offices or missions. Nor does it appear to be clearly valued and done at
the top level. There is a need to adopt a system Agency-wide. Several approaches are recom-
mended in the subcommittee’s detailed report.*

2. Adopt a standard for A.I.D. managers emphasizing commitment, competence and caring
with illustrative behaviors.

As the Agency program vision becomes more focused and the management philosophy is articu-
lated, there must be guidance for identifying, developing and rewarding managers who consistently
abide by the philosophy and values. We have developed a profile of an ideal A.I.D. manager with
the understanding that no one manager will have all of these qualities and that there are many
good management styles. The profile and standards of the Ideal A.I.D. Manager are provided in
Attachment B.

* Subcommittee Reports are available on request from FA/HRDM,/PPM, Room 1130, SA-1 (202-663-1443).
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3. Appoint a Management Reforms Council (possibly to evolve into a quality management
council) with top-level leadership to support and monitor actions on all management sys-
tems reforms, including a strategic management process.

Management reforms are occurring in many areas in A.LD. These include the Incentives Project,
the various Management Reforms Committees, the Management Control and Review Committee
(MCRC) and numerous actions within the various offices and bureaus. At present, there is no
body or unit which sets the tone or standards, or that coordinates and monitors the various activi-
ties to ensure that they are implemented in a consistent and mutually supportive manner. Nor is
there presently an organization which can serve effectively as an excellence advocate for the
Agency.

The proposed council would serve to fill this void. The council must have top-level leadership and
include both senior and mid-level staff. It also will need staff support to provide information and
analysis of proposed reforms and improvements within the Agency. The primary tasks and duties
of the council are more fully discussed in Attachment C.

4. Quality management will require a major multi-year investment in organizational and
individual learning to provide training, consulting and coaching. This is needed to ensure
that managers and their units acquire the skills necessary to implement the quality manage-
ment strategy and reforms, including new approaches to career enhancement and program
operations.

During 1990, a review of the Agency’s management training program found that classroom train-
ing, while necessary, is not sufficient to alter management performance tangibly. A combination of
learning opportunities in the workplace as well as the classroom are needed in order to secure the
commitment of all employees to a new management climate and strategy and to provide them with
the skills and practice to ensure implementation of reforms within that framework. In order for
this to work, several important changes are required:

- Training must be scen as a strategic investment. It is essential to achieving the
Agency’s vision, objectives and goals. It is directly linked to desired changes, standards,
results, measures and continuous improvement.

- Executives must recognize that learning is an ongoing process. Many organizations
undergoing significant change require as much as 100 hours of training per employee
per year - much of it in the workplace.

- Training must be linked directly to career enhancement and professional development.

- Identified learning investment funds must be protected or earmarked so that they are
not valnerable to diversion to operating expenses. A portion of these funds would be
centrally administered to support Agency objectives and requirements, while another
portion would be decentralized for control by unit heads to make their own improve-
ments in skills and performance.



At a time when the Agency is straight-lining or cutting training funding, we are calling for a
conceptual paradigm shift and, perhaps, a special appeal to OMB and Congress for an investment
fund for management reforms that are not in direct competition with other operating expense
requirements.

Additional Recommendations

Within the above framework, the committee has made the following complementary recommenda-
tions. A complete discussion is available in the detailed report of the subcommittee.

- Give greater autonomy to managers over the use of vesources and authorities, including budget,
staffing structure, awards and other incentives.

- Provide skills and tools to managers so they may conduct regular critical and comprebensive
self-appraisals of office management, opevations, procedures and systems to make continunons

Lmprovements.

- Establish incentives, including skills training and vewards for effective teamwork in A.1.D.

Actions Required

Near-term (within the next three months):

1. That the leadership of the Agency develop a vision for the Agency and endorse, with any
modifications, the Management Philosophy and Values statements. This can be done as part of a
proposed senior leadership seminar.

2. That the Administrator formally announce and endorse the Quality Management Strategy,
along with the other incentives recommendations, as a major vehicle for advancing the Agency’s
goals and objectives. This can be done through written directives materials and various speaking
opportunities.

Medium-term (within the next three months to one year):

1. That the Training Division design a comprehensive plan to train all Agency staff on their role in
implementing the Quality Management Strategy.

2. That the Training Division review its training program to implement the various elements of
the Quality Management Strategy including the immediate introduction of the key facets of the
Quality Management Approach (Vision, Values and Philosophy) and manager profiles into the
management training program:.

3. That the Training Division incorporate the recommendations of the Program Reforms Com-
mittee into the Project Design, Project Implementation and Contracting courses.



4. That the Training Division, with CDIE, develop a long-term plan to give Agency managers the
skills and assistance required for them to develop strategic management plans.

5. That the Administrator appoint a Management Reforms Council.

6. That FA/HRDM, with the Management Reform Council and other appropriate offices, de-
velop resource estimates needed to develop and implement the full package of management re-
forms. (A preliminary estimate is now being prepared.)

Long-term (within the next one to five years):

1. Fully implement all recommendations with ongoing monitoring and evaluation to ensure
continual improvement and that desired results are achieved.

II. Career Enhancement: Essential Competencies
for Professional Advancement

Objective: Recognizing that among the most important incentives for any employee is increasing
responsibility and authority in the organization, the Career Enhancement subcommittee was tasked
with establishing essential competencies for professional advancement in A.L.D., with reviewing the
performance appraisal process to reflect the competencies, and with identifying opportunities for
enrichment in one’s career at all levels in the A.L.D. organization.

What Exactly Is Career Enhancement?: Carcer Enhancement has been defined for the purpose
of this project as “a system aimed at helping employees to grow and improve throughout their
careers in ways that produce and maintain a creative, energetic and motivated Agency workforce.”
Career enhancement involves more than just moving up a vertical ladder to positions of increased
responsibility and promotions in rank. It also includes achieving maximum growth and satisfaction
in one’s current job, as well as moving laterally to other jobs in the Agency and, in some cases,
preparing people to move to jobs outside the Agency.

Key Findings: “Career Enhancement Is Good Management,” so members of the Career
Pathing subcommittee were told by a high-level A.ID. official during one of the interviews they
carried out in order to seek reactions to their initial recommendations. “Private sector companies
‘know from their own experience that, in order to maintain high levels of productivity, they must
find ways to attract and maintain highly qualified people. One of the most effective ways is provid-
ing a challenging work environment that motivates employees to contribute their very best and
permits them to grow.” This same official went on to observe that “the problem with A.L.D. is
that it gives relatively little value to career enhancement, and most of us, because we are so com-
mitted to what we do, don’t bother to object.”

The above comments echo a common trend in modern management that conveys the importance

of a challenging work environment and the absolute need for a well defined and understood career
development process to the motivation of individuals. The validity of the statements is confirmed
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by the findings of the subcommittee through its survey process. Most A.I.D. employees consider
having a job that is challenging, satisfying and that at the same time permits the employee to grow
as the most important career incentive. The committee went on to find that while a number of
individuals and offices in A.I.D. are committed to career enhancement and doing what they can to
provide challenging jobs for their employees that will help them to grow, these individuals and
offices are, for the most part, operating in a vacaum. They have little support from above, and few
systems are designed to help them in their efforts. A.I.D.’s career path system as it currently exists
is beset with problems that adversely affect both its credibility and effectiveness. Career enhance-
ment is not valued as an Agency priority, explicit criteria are lacking for professionad advancement,
there are insufficient resources delegated to career enhancement, and there are groups with special
needs and problems, including minorities and women, FSNs, technically oriented staff and secretar-
ies.

A.1D. can no longer afford to operate in a vacuum when it comes to career enhancement. This
report, and the enthusiastic support of it from the many A.I.D. employees who were interviewed in
the course of preparing it, suggest that the time has come to value career enhancement and take it
seriously. A.L.D. can make a difference in development, but it can only do so by establishing an
environment and climate that attracts and retains the quality people who will be responsible for
making this difference happen.

Five Key Principles

Through the research and survey process, the subcommittee was able to identify five key principles
in career enhancement. These principles served as the basis for the subcommittee’s recommenda-
tions and are essential for a clear understanding of the importance of the career enhancement

process.

11



How Careev Enhancement Will Work

Essential for the success of a career enhancement system is a clear understanding of exactly what is
meant by “career enhancement” and a common view throughout the Agency that attention to
career enhancement is to be valued and rewarded.

Then, and in order to have an integrated career enhancement process that fosters professional
growth:

- The employee must fully understand that system, how to tap it to his or her advantage to
permit the employee to grow and advance within the system, and be prepared to take the
lead in promoting the employee’s own career enhancement.

- Supervisors must fully appreciate the key role that they play in assisting the employees they
supervise to grow professionally and must be prepared to serve as facilitator and coach.

- The Agency in its broadest sense must put in place and upgrade a series of systems, policies
and procedures that will assist the supervisor to help his or her employees to grow and
recognize and reward the supervisor for his or her actions. At the same time, the Agency
must provide the employee with the environment and support systems that the employee
needs in order to grow.

A fundamental premise underlying this system is that, while the Agency’s needs are para-
mount, individual career enhancement and staff development are to be taken seriously in
decisions that might affect an individual’s current or future career.

Professional Development Matrices

Central to the concept of career enhancement is a set of matrices which are intended to serve as
prompters to guide career development decisions. Each matrix is divided into a series of career
bands. Each band includes a notion of the grade level (ES, CS, FSN) and illustrative functions of
individuals in the band, a set of essential competencies that individuals can use to gauge profes-
sional growth and that selection boards can use to make decisions around promotions, and  set of
experiences that will help individuals to acquire these competencies.

Two sets of career matrices have been developed so far - one for the technical and managerial track,

and one for the secretarial and clerical track - both of which are provided in Attachment D. A third
set of matrices around the administrative operations track will be provided later.
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Key Recommendations

1. The Administrator and the senior staff should endorse career enhancement as a key
Agency priority and the Administrator should charge the senior staff with formally address-
ing career enhancement within their units at all levels.

This recommendation reflects the requirement that career enhancement must be seen as a top
priority of the leadership of the Agency and that attention to career enhancement is to be valued
and rewarded. Absent this commitment, the effects of changes in systems will be limited.

2. The Agency should adopt both the career enhancement principles included in this report
and the accompanying matrices as important means for assisting A.L.D. employees in their
career growth.

The matrices and principles are the tools that employees and managers can use in order to assess
where they or their employees are in the career structure and to identify specific skills and abilities
required to move to other career levels. The absence of these tools has long been considered a
major obstacle to career development and employee motivation.

3. The Administrator should provide the Director of FA/HRDM with the necessary fund-
ing and additional staff resources to implement the recommendations relating to policy,
career counseling, staff recruitment, assignment, classification and training included in the
Career Enhancement report.

Recominendations include, among others*: in the area of recruitment, that panels take the essential
competencies included in the matrices into consideration in selecting individuals for entry into
A.LD.; in the area-of assignments, that the Foreign Service assignments process be adjusted so that
individual career enhancement needs are considered along with Agency needs and priorities, and
that provisions be made for CS/FS exchanges, FSN details to AID /W, and CS secretarial rotations
to field missions; under classification, that FS, CS and FSN classification systems be reviewed and,
as necessary, adjusted to ensure that they reflect the principles underlying the matrices, that appro-
priate standards exist, and that these standards are being applied on an equitable basis in all classifi-
cation decisions; in the area of career counseling, that staff be trained to accommodate to the
expanded responsibilities brought about as a result of implementing the proposed career enhance-
ment system; and in the area of training, that course offerings be revised and expanded to better
reflect the recommendations of the committee.

4. That the Administrator provide the Director of FA/HRDM the necessary funding and
resources to prepare and implement a concrete plan of action for addressing the special
needs of technical officers, Foreign Service Nationals, secretaries, women and minorities -
groups that currently do not receive the recognition they are due and for whom career paths
in the Agency are either very limited or non-existent.

While carrying out interviews with individuals and groups in order to obtain their feedback on the
Career Enhancement subcommittee’s preliminary recommendations, members of the subcommit-
tee were struck with the repeated concern over the special needs of individuals in these groups.
Although the problems and constraints differ from group to group, there is a great deal that the
Agency can do to show that it values the contributions of individuals in these groups.

* Important to include “among others” or something like it as these are a sample, not a comprehensive list, of
recommendations.
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Actions Required

Near-term (within the next three months):

1. The Administrator and the senior staff should formally endorse Career Enhancement as a
priority and the career enhancement principles and matrices as important vehicles for implementing
of the recommendations. The Administrator and his staff set the tone by promoting and rewarding
career enhancement and staff development at every opportunity, including identifying individuals
and units that exemplify the career enhancement philosophy presented in this report as examples
for others to emulate and learn from.

2. The subcommittee should complete the administrative and operations matrix.

3. Immediately incorporate the basic competencies described in the matrices into selection criteria
for staff recruitment.

Medium-term (within the next three months to one year):

1. That HRDM publish and widely circulate within AID/W and to the field a pamphlet that
discusses career enhancement as a priority responsibility and that provides the matrices and key
principles for use by supervisors and employees alike.

2. That FA/HRDM /TD design and implement a strategy to educate the Agency workforce on
career enhancement to include:

- a new course and /or other delivery modes (videotapes, self-instruction manuals) to be
made available to all A.I.D. employees within the next 18 months;

- integrate career enhancement concepts (including the matrices) into all appropriate ongo-
ing training courses (e.g., New Entry, Supervisory Skills, Career Management for Women
and Minorities, Management Skills, Senior Management).

3. Develop options for giving increased consideration to employee career enhancement needs in
the assignment process. Include as part of this exploration a review of strategies currently used by
the Department of State.

4. That the Agency find ways, at every opportunity and at every level in the Agency, to reiterate
the value being given to career enhancement and to remind employees and their supervisors of the
roles that each are to play in further enhancing employees’ careers. ‘

Long-term (within the next one to five years):

1. Revise the ES, CS and FSN performance management systems to reflect the recommendations
made in this report. As part of this exercise:

- Fully flesh out the matrices, develop basic competencies for all grades within career bands
and prepare definitions for each of the basic competencies.
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- Establish and implement procedures for making the assignment processes within the
Senior Management Group (SMG) more transparent.

2. Upgrade the capability of career counselors in AID /W to operate effectively in their expanded
role and establish within all field missions the capability to provide effective career counseling to
Foreign Service National and Third Country National staff.

3. Initiate a CS/FS exchange program; a program to provide FSNs the opportunity to work for
periods in AID/W; and a program to provide TDY opportunities overseas to CS secretaries.

4. Take concrete and visible steps to address specific constraints relating to groups that require
special attention: technical officers, Foreign Service Nationals, secretaries, women and minorities.

5. That, once the needed training has been carried out, FA/HRDM/TD introduce a requirement
that all supervisors include a staff development objective in their annual EER /PAR workplan and
assure that they are being rated on their effectiveness in accomplishing this objective.

6. Review Training Division course offerings to assure appropriate balance of training that simulta-
neously support Agency objectives and values as well as the essential competencies included in the
matrices.

7. Take steps to increase access to equity of training opportunities for personnel assigned to field
missions (FS, PSC and TCNs).

8. Adjust FS, CS and FSN classification systems to ensure that they reflect the principles underly-
ing the matrices, that appropriate standards exist and that these standards are being applied on an
equitable basis in all classification decisions; prepare and circulate widely within AID/W and to the
field desk top guides that describe the classification process for FS, CS and FSN employees.

III: Performance Awards: Rewarding Those Who
Perform

Objective: The objectives of the Performance Award Subcommittee were to redesign the perfor-
mance pay awards to better link performance and awards; to better apportion the bonus resources
to maximize results; to make the process more transparent, equitable and predictable; and to better
publicize the results.

Key Findings: Based on an analysis of current policies, procedures and regulations, results from
the subcommittee survey process, and advice from Agency and U.S. Office of Personnel Manage-
ment professionals, the subcommittee made the following key findings.

First, performance pay remains an important incentive. This is particularly true in the private sector
where bonuses can be significant and are tied directly to measurable performance. In the public
sector the dollar amounts are more limited and the criteria less subject to measurement. Still,
performance pay represents an important motivator. However, performance pay is fraught with
potential pitfalls that can lead to disaffection and low morale if not fairly and equitably adminis-
tered. This will particularly prove true where the criteria or standards are unclear, the awards
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process is viewed as a black box exercise conducted by management, awards are perceived to favor
one group or set of individuals over another, and where the process is remote and untimely. Input
from the field indicates that A.I.D. suffers from a number of these problems.

Second, the performance pay process in A.I.D. covers six different employee groups (SES, SES,
GM, CS, FS and FSN). Each have separate regulations, pool sizes and rules of administration. This
has produced uneven and often unfair application of the performance pay awards process.

Third, the systems are overly centralized, the process is less than transparent and rewards are not
made in a timely manner and are not adequately tied to performance.

In sum, A.I.D. is not presently administering a performance pay awards program that maximizes
the attainment of the Agency’s goals and objectives. The recommendations which follow are
designed to solve some of the problems found in the A.I.D performance pay awards program and
to maximize its value as a motivational tool.

Key Recommendations

B Participation

Recommendation: Decisions on who will receive performance awards and the amounts of

such awards should include the participation of peers and subordinates as well as supervi-

sors. This participation can be obtained by including peers and subordinates from within
the same employee groups on “performance pay boards.” Performance pay boards should
be made up of three or five members, with the majority elected from among the peers and
subordinates.

The current system has left supervisors alone to decide about pay awards. Managers have all the
responsibility (and the risk) to administer the program in a fair and just manner, leaving recipients
and non-recipients to support or oppose (complain about) the decisions. The change proposed
here is based on the assumption that accountability is a two-way street. Both the managed and the
management should participate and be held accountable. Moreover, an employee’s performance
affects many others in the organization, not just management. It therefore makes sense that others
who are affected participate in the decision process. Including peers and subordinates also will
reduce questions regarding fairness as the responsibility for fairness will be shared by those who
participate. The exception to the recommendation is SES and SES employees for whom award
decisions are already made by a board composed of peers.

B Decentralization

Recommendation: The determination of performance pay awards for overseas FS employees,
the amounts of such awards and the pools should be decentralized to the field missions to
further enhance the idea that award decisions are best made at the same level as performance
decisions and evaluations. Where either the manager is a member of the pool or the pool
has fewer than five persons, decision-making will revert to the bureaus for those pools.
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The FS performance awards are presently administered in AID /W. Missions make recommenda-
tions to the AAs in AID /W based on performance. The AAs, who often do not know the indi-
viduals, make the final decisions considering available funds. This process runs counter to the
principle that decisions on awards should be made to the extent possible at the same level as
performance decisions. The recommendation is particularly appropriate in combination with the
recommendation to establish performance pay boards.

B Performance Pay Standards

Recommendation: Develop and apply uniform “performance pay standards” for all employee
systems. In meeting standards for performance awards, candidates should show evidence of
excellence in the attainment of predetermined objectives and behavior reflecting the
Agency’s management philosophy and values. Evaluation reports and cycles for all employ-

ees should be as similar as possible, recognizing regulatory constraints and the somewhat
different uses of the evaluations.

Performance pay must be more directly tied to performance, specifically performance that furthers
the Agency’s goals and objectives, and reflects the Agency’s values. To ensure that performance is
so directed, standards must be established against which one can be measured. These standards
should be structured around predetermined values and results and should, to the extent possible,
be the same for all employee groups (CS, GM, FS, SES, SES and FSN); awards determination will
be based primarily on the evaluation reports, considering the employees performance in the attain-
ment of results and behavior which reflect the established standards.

The subcommittee has also recommended that the various evaluation reports be made as similar as
possible, recognizing that the evaluations must be developed to meet somewhat differing objec-
tives. To the extent that the reports and cycles can be made more similar, the subcommittee
believes the overall efficiency and effectiveness of the performance management systems will be
improved.

M Funding (Equity)

Recommendation: Implement a performance pay pool structure for all employee groups
based on the same percentage of base pay pool members:

- Immediately implement a structure based on 1.5% of the base pay for all employee
groups*, including those above the 1.5% level, and increasing those below. This is the
maximum percentage now permitted for the Performance Management and Recognition
System (PMRS) employee group.

- Once the statutory 1.5% performance pay pool cap for the PMRS employee group is lifted,
performance pay pools for all employee groups should be established based on a formula-
tion of 3% of base pay of pool members.

- Abolish the Administrator’s discretionary performance pay fund.

* Because local compensation plans and benefits differ by mission, the 3% level may require adjustment. Inter-Agency
approval may also be required prior to full implementation.
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The bonus pools for the various personnel systems are currently funded at different levels, from 1%
for CS/FS to 1.5% for GM and 3% for SES/SFS. This system is inequitable and the source of a
great deal of discontent. With the exception of the GM system which by statute is set at 1.5% (but
is under review by U.S. OPM), the Agency presently has the authority to raise all systems to 3%.
However, for reasons of equity and fairness, we are recommending that, unti] all systems can be
raised to the 3% level, all systems be set at the 1.5% level - the maximum under PMRS.

The present PMRS pool by statute is limited to 1.5%. As it now stands, of the 1.5%, only 1.3% is
allocated to each pool manager. The balance, 0.2% is set aside as a discretionary pool for the
Administrator to recognize PMRS employees who contribute “unusually outstanding “ perfor-
mance. This unduly limits available funding for PMRS staff and would result in a lower percentage
of funding relative to other employee groups under the above recommendations.

Additional Recommendations

The following supplementary recommendations complement the key recommendations made by
the subcommittee. They are discussed in detail in the full subcommittee report:

Recommendation: Employees appointed under the AD and Schedule C authority should be
included in the performance bonus pools of the units they are assigned to related to their
positions. The pool percentage should be applied to their base pay, and decisions for these
persons should be made as with other members of the pools.

Recommendation: Eliminate the mandatory requirement for employees in the PMRS that
any employee who receives an outstanding rating automatically receives a bonus.

Recommendation: Meritorious Salary Increases (MSIs) and Quality Step Increases (QSIs)
should be treated separately from performance awards in recognition of the fact that in-
creases are made in perpetuity “for sustained responsibility or additional skills gained”,
while awards can be made for events where special effort was put forth (sustained vs. excep-
tional situation).

Recommendation: On-the-Spot Awards are given for “special acts” and should be treated
and funded from general OE funds, not from the funds set aside to pay performance bo-
nuses.

Actions Requived

Near-term (within the next three months):

1. The Administrator should approve the establishment of performance pay boards, including the
participation of peers and subordinates as elected members.

2. The Administrator should approve the decentralization of the Foreign Service pools to the field.

18



3. The Administrator should approve, in principle, a performance pay pool structure for all em-
ployee groups based on 3.0% of the base pay of pool members. Until such time as the PMRS cap
is lifted, all pools should be based on the 1.5% level.

4. Every effort should be made by A.I.D. to support the OPM initiative to reform the PMRS
performance pay rules and increase the cap to 3%. This effort should include close coordination
with OPM and active discussion with key members of Congress and their staff.

5. That A.I.D. allocate funds for the performance pay pool at the 3% level and on a non-discre-
tionary basis. Estimated additional cost of increasing the percentages to 1.5% is $281,299 and to
3.0% is $2,761,597.

Medium-term (within the next three months to one year):

1. That HRDM revise the regulations and procedures to reflect the new performance pool levels,
decentralization of the FS pool, and use of performance pay boards, including procedures and
guidance.

2. That HRDM develop “performance pay standards” to use as a measure by the performance pay
boards.

Long-term (within the next one to five years):

1. That HRDM evaluate the revised policy and procedures for additional improvement.

IV. Formal Recognition Awards

Objective: The Formal Recognition Awards Subcommittee was charged with examining the
present recognition awards program to determine what does and does not work, to improve the
responsiveness of the program, to simplify zhe process and to develop new ways to promote Agency
objectives.

Key Findings: Formal Recognition Awards are an integral part of the Agency’s incentive system.
Encouraging and rewarding performance that furthers Agency values and produces results is
accomplished by a variety of means, including salary, bonus, work environment, perks and others.
The function of “recognition” awards to improve performance is the same in the private and public
sectors, but restrictions on levels of bonuses and other monetary rewards in the public sector
require that recognition awards take on a more important role.

A.LD. has long had an Honor Awards System. The 1991 Honor Awards Ceremony recognized

the performance of 400 individuals (of whom 231 were safe drivers and 125 were for “meritorious
honor”) and 15 units (236 people). Of the 415 awards, one was external to A.LD.
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The key findings of the subcommittee are that the current AID’s Recognition Awards Program
does not work well and is not effective as an inducement for better performance. This finding is
supported by the numerous cables received from the field and input from AID /W staff. The most
frequently cited criticisms are:

It does not inspire, encourage, promote, or reward the type of values which support the
Agency’s objectives and would lead to excellence such as integrity, commitment to devel-
opment, quality management, etc.

The existing award criteria are not transparent or predictable. For example, in 1991 125
people received Meritorious Honor awards. While these people no doubt deserved recog-
nition, lumping them all in one category does not reflect what values or types of perfor-
mance are being encouraged. Only the awardee, the nominator and the AID/W Awards
Committee know what these individuals were recognized for.

Policies and procedures of the system are too centralized and cumbersome. There is a
need to open up the nomination guidelines to include peers and subordinates and delegate
more authority to the field.

The rewards process is not responsive or timely. The entire process needs to be

simplified - there are too many reviewing committees and extremely long delays for
AID /W approval.

The Agency is not fully using rewards available to it, including time-off for employees, on-
the-spot cash awards and, most often mentioned, the simple “thank you for a job well
done” from managers.

Key Recommendations

Recommendations: The present formal awards system should be replaced with a new system

designed on the following principles:

The awards system should be driven by the values that are espoused by the Agency.
The awards system should meet the Incentives Project’s objectives.

Nomination and selection of awardees must include more participation by peers,
subordinates and others.

The process should be decentralized.

The system should include more creative awards, such as time-off, On-the-Spot,
preferred assignments, etc.
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