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BRIEF PROGRAM NARRATIVE

The Nepalese democracy process has altered the operating environment through a
new constitution, free elections, and formation of a government. Multi-party
democracy will ensure more frequent public debate, greater opportunity for
citizens to provide feedback to government, and greater operational freedom
for individuals, firms, and groups. These new opportunities are occuring as
USAID begins work on preparing the the next CDSS, which will cover the five
year period beginning in FY'93,

USAID's program g_a_]é is significant, sustained, and equitable economic
development, so that Nepal moves out of *least developed country” status by
2000 A.D. Our program put , encompassing means we believe most appropriate
for reaching our goal, is support individual and group entrepreneurship
through economic liberalization, political democratization, and targeted
institutional strengthening. We will pursue our purpose through: frequent
dialogue on economic and business policy issues, supporting policy analytical
work as appropriate, and clearly articulating our reasons for not financing
programs we expect to fail; support for next steps in democratization through
a balanced--public/private, mational/local-—approach; and sustainable, focused
programs in agriculture, natural resource management, and health and family
planning.

FY'92 will be a transitional year, in which USAID moves stepwise toward full
support of Nepal's economic and political transformation. Two key policy
reform projects, Agroenterprise & Technology Systems (ATSP) and Economic
Liberalization, will become fully operational, and another policy project,
Democratization in Nepal, will be designed and approved. In addition, other
incremental steps are being taken. For example, USAID has bequn working with
Chambers of Canmerce and trade associations in policy analysis and lobbying,
and has received and used more than $1.5 million in democracy funds to
initiate work with parliament, the judiciary, the election commission, the
media, and policy-oriented NGOs. The new CDSS to be approved in FY'92, will
narrow the scope of our work in A.I.D.'s traditional sectors of agriculture,
forestry, irrigation, health, family planning, and education. We will also
re~design our Development Training and PVO Co-Financing Projects, to ensure
they provide optimal support for econamic and political reform efforts.

In FY'93, major elements for support of Nepal's economic and political
transformation--three policy projects; $5 million annually in policy-related
funding; Mission alliances with crucial institutions and decision makers—will
be in place. USAID will be ideally positioned to collaborate with Nepalese
colleagues in working toward basic change in macroeconomic policy (e.q.,
regulatory reform in line with the World Bank's Structural Adjustment loan),
business environment (e.g., simplified registration procedures), and political

structure (e.g., an effective committee system for parliament). 1In addition,
our essential work in family planning and child survival will continue, while
our support for education (except for limited work in adult literacy through
PVOs) will be phased out. Given major opportunities in policy reform and our
tight pipeline, USAID can readily utilize resources exceeding $15.5 million in
FY'93.
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TABLE VIII D - Mission Narrative on Operating Expenses

USAID/Nepal's net annual operating expense budget has been straight

lined in real terms for several years as indicated by the following
schedule:

FY 1989 $2,035,000
FY 1990 2,078,000
PY 1991 2,000,000
FY 1992 2,030,000
FY 1993 2,120,000
FY 1994 2,230,000

When the inflation factor is considered, the actual allowance has
decreased, primarily because the declining value of the Nepalege
Rupee tends to offset rising prices within the local economy.

USAID/Nepal's current level of 16 USDH positions will fall to 14 by
October 1, 1992. This comes on top of a 30 percent reduction in

USDH strength, along with cuts in FSN, PSC and Contractor personnel,
over the previous four year period.

Our program level has ranged from $14 million in PY 90 to a
projected average level of over $16 million through FY 94,
Obviously, we have changed the way the Mission operates to
accommodate substantial USDH staff reductions (mainly through
greater reliance on our FSN professionals) over the past four years,

and, no doubt we will have to make further modifications in the
future. '

The primary adjustment to declining work force levels will be in
contracting services, With the loss of the Contracting Officer
position, contracting services will have to be made available on a
regional basis., If adequate regional Contracting Qfficer coverage
is unavailable, we would be forced to eliminate another position
(probably in project management) in order to re-establish the full
time contracting position.. We have made a deliberate effort to
incorporate PSN staff into all aspects of Mission operations. This
has proved successful and we will continue with this approach,
shifting additional responsibilities to FSN staff as appropriate.

puring PY 91 the regular operating expense allowance for operational
travel is being supplemented by approximately $11,000 from special
OE accounts for population ($5,000) and environment ($6,000). In
subsequent fiscal years, approximately $10,000 from the regular OE
allowance will be requested each year to replace these special funds.

Maintenance of computer equipment will be included in the budget
beginning in FY 92. This will be a particular problem in Nepal
since local computer servicing firms are not familiar with WANG
equipment which comprises almost all of the Mission's ADP hardware,
While there will be a savings in the centrally funded maintenance
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account, there will be significant increases in costs world wide at
the mission level, (The decentralization of computer maintenance
coverage could very well prove to be counterproductive when costs
from all missions are eventually considered). For FY 92 we are
budgeting at a very conservative $25,000 figure. If we have to [
contract with firms outside of Nepal, the cost could easily double

or triple. This i3 especially true since we are moving rapidly into
a 'local area network' {LAN) system.

The contract for security gqguards, residential and office compound, -
is under the auspices of the Regional Security Officer and the
Embassy GSO. The contract is very expensive. For FY 91, costs will

be approximately $88,000, and will escalate to over $100,000 in v
subsequent years. If contracting authority could be returned to .
USAID/N, we believe significant savings could be realized.

The new Government is faced with the urgent need to balance the
budget and institute substantial price increases for certain public
utilities. For instance, the World Bank and other donors in the
hydro-power sector are requiring electricity tariffs to be increased
by at least 70 percent. This item alone, if fees are changed, could
mean additional costs in PY 92 of approximately $50,000 over FY 91.

The principal variable, in Nepal as elsewhere, in reducing overall

operating expense, is the size of the USDH staff, But in deleting

two more positions in FY 91 and FY 92, the Mission (as opposed to

Washington) OE allowance will be little affected; recurring ’
logistical costs for one USDH are approximately $12,000.

Elimination of other costs such as assignment/home leave travel,

other operational travel, educational allowances, etc. eventually

will impact on annual budgets, but not immediately.

The point is that almost all other local costs continue whether we
have 16 or 14 USDH. 1If salaries and benefits of the reduced USDH
positions are attributed to the Mission, obviously the plicture
changes, since each USDH receives annual total benefits approaching
$100,000, on the average. In this instance, the elimination of two
positions equates to an annual savings of approximately $250,000 or
a seven percent decrease in overall (Mission allowance plus
salaries) attributable operating expenses.

(0156F) CTR/FM:6/14/91,
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TABLE IX A - Workforce Narrative

Recently, the Mission's FY 1992 USDH ceiling was cut from 16 to 15,
effective October 1, 1991. The ABS guidance for FY 1993 further
reduces our USDH ceiling to 14, effective October 1, 1992, These
cuts mean that the USDH staff in Nepal will have gone from 21 to 14,
a reduction of 33 percent, since 1987. OQur budget and method of
obligating funds {i.e., principally through project agreements) has
remained relatively constant during that period.

In October 1989, the ANE Bureau conducted a Management Action Plan
review for Nepal. The then Mission Director and Program Officer
spent several days in Washington discussing staffing patterns and
funding levels and mutually agreed to reduce the Mission from 18 to
16. At that time, it appeared that the FTE level of 16 was
reasonably firm for a period of years,

This year we received a telephone call advising us our PTE level had
been cut from 16 to 15, requesting a 24-hour turn-around on how we
would implement the cut. The reduction from 15 to 14 came as part
of the FY 1993 ABS guidance, allowing only two weeks to decide which
additional position to eliminate. Trying to plan sensibly within
those time constraints is difficult., It also makes it practically
impossible to substantively involve the Ambassador, who has obvious
concerns regarding the size and composition of the components that
make up the U.S.G. presence in Nepal.

Obviously, the Bureau is responding to a larger imperative, i.e.,
OMB's control of overall Agency staffing level as interpreted by
PPC, and we understand every other mission in Asia, as well as
AID/Washington, has shared in these reductions., The real concern is
that the Agency is being asked to substantially reduce its field
missions without concomitant planning or attention to how these
reductions will affect the way we administer programs,

We will do our best to implement a solid program with personnel
resources available to us., However, we believe that, before we
lower our USDH levels beyond the breaking point, long-range planning
needs to go into the way AID delivers services, For example, do we
want to continue to fund projects versus providing direct budget
support? What is the mix of skills required to administer the
programs, support operations, and ensure that all management
accountability requirements are met? How much value do we place on
advice and guidance we provide to other donors, and on field
monitoring of activities of multilateral organizations? How will
AID/W-funded activities be monitored? <Certainly, someone is
thinking about these cosmic issues, and (unlike earlier formulistic
approaches), we hope the Agency will consider the validity of
maintaining a relatively high personnel to program level in
countries where such action is appropriate, We believe it is

essential to have field mission inputs into strategic planning for
long range staff reductions.

In regard to the Mission's direct-hire FSN level of 35, we are glad
that the Bureau recommendation is to maintain the current level in
FY 1993, We have had a freeze on our FSH and PSC levels since
December 1989. We have accommodated our shrinking USDH FTE level
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and our expanding role in economic policy dialogue and democracy-
strengthening by retooling the skill mix of our FSN and PSC staff.
For example, in the last three years we have eliminpated three
engineer positions and recruited replacements with more relevant

skills or reasgigned individuals into appropriate project-monitoring
activities,

Even though the salary level of our FSN staff has increased by
approximately 100 percent in the last two years, we have been able
to maintain our annual OE budget at approximately the same level,
This is due in part to the devaluation of the rupee against the
dollar, the fact that FSN salaries in Nepal are low (in the $2,000

to $6,000 annual range) and our ability to constrain other dollar
costs.

We do not believe it would be cost effective to further reduce our
direct hire FSN level below 35, If it became necessary, however, we

would probably apply reductions equitably among our offices. We
would make every effort to avoid a RIF.

This is another area where it is unwise to apply a formula
approach., For example, in the Middle East, Europe and Latin
America, it may be common to pay salaries in the $40,000 range for
professional FSNs. Substantial savings can be effected in such
circumstances by reducing the FSN component of a Mission. 1In Nepal,
further reductions in our FSN staff would result in minor savings.
Having made this point, we will continue to be diligent in
eliminating functions and positions unnecessary to our work.
However, with a projected reduction in our USDH level to 14, we
should keep our FSN and PSC staff at the current levels. It makes
little economic sense to reduce USDH levels and compensate, as in
the past, by employing contractors or long-term PSCs to carry out
functions previously performed by USDH staff, U.S. contractors
compensated from OE or program funds receive essentially the same
allowances and benefits as USDH staff. 1In fact, overall

compensation is generally higher because of the additional overhead
costs,

In summary, given the current way of doing business in Nepal, we can
do an adequate job with a reduced level of 14 starting in FY 1993,
assuming the same level of FSN support. If Agency managers project
requirements for smaller USDH levels in the near future, we, as an

Agency, must come to grips with fundamental issues on how we will
operate overseas,

P
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NARCOTICS ACTIVITIES NARRATIVE

The ANE Regional Narcotics Education (RNE)} Project (398-0355)
which budgeted $181,000 for Nepal is currently in its fipal year
of activity. To date twelve participants from various NGOs have
participated in drug prevention workshops. 1wo proposals, one for
a qualitative survey, and the other for a quantitative study
implemented by two NGos, and funded by State International Matters
(INM) are in the process of being completed. TA support for the

studies were provided and will still be provided under the RNE
project.

Further support for drug awareness efforts in Nepal may be
obtained through buy ins to the new ST/ED Narcotics Awareness
Education (NAE) Project (936-5834). USAID/Nepal has not yet
committed any funds to the new project, but conceivably may if an

appropriate opportunity arises. Otherwise, no activities in drug
abuse prevention are contemplated.
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