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MEMORANDUM TO: Mr. Edward R. Jayne
Associate Director
National Security and International Affairs
Office of Management and Budget

w\\ &A”£f1/

As wothave dis scussed, one of IDCA's major tasks is
to insurc that A.I.D. can manage an effactive and efficient
bilateral assistance program with substantially increased
resources over ruture ycars, preferably with reductions in
personnel. To a significant deqgree, the success of our
buadget prcsentation this fall will depend upon our ability
to make that case. o

To this end, the IDCA Plunning Office has been
worxkxing with A.1.D. on a number of Lronuu. One is outlined
in the e¢nclosed memorandum from A.I.D. T discusses in

a cona detail an ALTLD, p]an that could, we belicve, help
to stroengthoen our hilateral assistance progran and, at the
sane %i“ﬁ, et 2 T.DL oporatae wiih cabotantially fowne
employces - 4 roeduction of LUG v oonoro by 1987

this nzuorandwn focuses wn ALT.D.'s field operations
and calls for a structuring of those operations that will
cnable a nuaber oi programusatic changes. A complementacy
plan will be prepared by A.I.D. for the Washtington operations
an¢ wo will He in a position before the bhudget review to
eport on that phacse of our efforts.,

I hwve diccouscsed the menorandum et some: lengbh with
Mr. Bennet, who ig in full agreement with the thrust of the
paper. At this <tage it is a worii.ng hypothesis, and we will
be most grateful for the informal commenls of you and your
colleagues. We will also be secking comments from a variety
of other intercsted persons within and outside A.I.D. Our
overall aim, of course, is to dcsign the strongest possible
bilateral assistance program.

We ook forward to your comments.
—

/ P~
' - Thomas Ehrlich

-

Enclosure

cc: Henry Owen
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVEIL.OPMENT
WASHINGTON, D.C, 20523

ASSISTANT

ADMINISTRATOR

July 25, 1979

MEMORANDUM TO THE EXECUTIVE STAFF

If bilateral assistance levels are Lo increase substantially
over the next few ycars, we must domonstrate that A.I.D. is
prepared to get meaningful results from additional funds

and do it ct today's staffing level or even with somewhat
fewer positions.

On this basis, Tom Ehilich of the IDCA Planning Office

asked for a draft plan for expansion of the A.I.D. pirogram
with stable or reduced staflf ceiling. Allison Herrick
drafted the cnclosced plan after extensive consultation with
Yo, Douy Dennat, me, and many others.  Tram and Doug concider
the basic thrust of the plan to be a sound working hypothesis
for our future opcerations.

The purpose of the plan 15 not to produce a wholesale change
in the A.T.Dh. progeam oz couse yob another reorganization

of the Agoney, bhub rather 1o sel sowe divections toward
which wo awight bogdn voving on a substantial but cxperimental
basis with the I'Y 1981 budg-t. While time ic very short,

wo woudd 1ike to hove your preliminary recctions during our
budget roviews on how Lhe procram oul lined mignt be under-
talten in your arca.  Beyond thet I owould 1like your comments
on the attached paper by Weldnosday, August 1, If it seoms
useful, we will schedule a separats mecoring next week with
Towm and Doug to discuss the issues 1axscd by the paper.

44
/dm/ Matoar

Alexander Shakow
Assistant Administrator
for Program and Policy

Attachment



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20523

A Draft Plan for Expansicn of the A.[.D. Program with Stable or Reduced
Staff Ceiling

Most U.S. bilateral assistance now reaches recipient countries
threigh a relatively uniform system -- projects devised and supervispd
by A.1.D. field missions. With the number of other donors increasing,
the private scctor more active in development-related éfforts, and
developing countries increasingly affected by fluctuations in the world
economy, A.I.D. may need a variety of approaches if it is to get maximum
impact from assistance commitments and capitalize on the ccmparative
advantaeges of its particular approach.

Without an cbrupt change in the A.T.D. program, we can begin build-
ing in FY 1981 toward an assictance format which not only enhances
AT.D.'s Tlexibility but enables us to handle substantially larger
amounts of funding with fewer personnel.

The plan laid out below is intended to ensure that A.I.D. can carry
out an c¢ffective progran, al more than twice today's level by 1983,
Tulfilling its mandate to contribute to bas ic huinan needs and ompha-
SizZing poor peeplo in pocr countries wiaere governients are commitied to
heln the poor and have a good human rights record.* A.I.D. would con-
tinue Lo maintain in-country staff in wmost recipient countries, take the
lead in s»lected innovative appreoaches and seek to help countries
develcp their cwn capacities to manaqz their own and external resources
fer purncses of development but would focus more on particular countries
or parlicu’ar sectors in certain countries.

Yo believe this plan will satisfy OMB's concern as to whather
A.1.D. can handlce growing budcat levels with fewer people, and alsoe
respsond to Congressional concerns about A.I.D.'s efficiency.

A.1.D. is proposing to opnerate an expanded Development Assistance
program, of up to $2.036 billion in FY 1981 and more in future
years, with a fuli time staff that is reduced from 5760 by at least
170, and possibly 73C, positions. The target for 1933,  approved
for planning purposes by the President last Decembeyr, is $3.2
billicn, and for 19C5, $4.5 billion. Most A.1.D. program managers
have requested increases in position levels for 1981 (a net tctal
of some 300 pcsitions overseas and 250 in Washington). Thus
requests exceed the current ceiling by about 10% after transfers to
IDCA and ISTC.
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The plan calls for smaller overseas missions on the average and changes /7 - -
in the mix of skills assigned to missions and to Washington, emphasizing /)ff“g“‘

broad analytical skills throughout and concentration of technical skills C’deufﬁf
on call in Washington. Management of personnel shifts will present an 7" "
immense challenge. Without a reduction-in-force attr1gﬁ alone will (V”f HOS

PE

yield sufficient stafy vacancies each year to perm:t rehiring to fill VS

:some “of the skills gap--and also to permit a gradual reduction in total ! Pdnﬁf,
staff if that should be required by OMB or consistent with a new node of ”f}/uvff
cheration. But strong leadership and rigorous advance planning will be / 7 P

needed to maintain personnel levels at an established ceiling and fill LV

vacancies promptly with needed skills. One of the perennial vroblems,
for example, has been the difficulty in recruiting either direct hire
U.S. stafi or contractors for French-speaking Africa.

The Plan

The heart of the plan for 1981-1985 is a threefold move away from
A.1.D.'s project-oriented mode, which is characterized by direct invcolve-
ment of A.1.D. statf in design, negotiation and implementation or
monitoring of myriad relatively small projects in all A.I.D. recipient
countries. (For the relatively large program in Indonesia, for example,
the mission proposes to make scoparate obligations in 1981 fur 34 specific
project activitiess; for the expanding pregram in Niger the mission
propeses 14 pew nrojects in the period 1979-1981, an averege annual
Tunding of only 57 willion Tor cach prodect in the portfolio: even the
relatively smaller stable progrem for Coste Rica will consist of 12
separately funded activities in 1981.)

h.1.D. uou] tailor 1t%_jg~&gunrr“ DLQHLgii_accord1ng to the
country's need, commitment and canacity to undertake successful
d.\NW'u ent offorts and tha importance of direct U.S.

Slat\ﬂte to Lhn\r devc10\ment efforts. A.1.0. would con
ggnﬂLhL ire pcvgonu; on influencing policy
d1x‘\tlon< of th rngy 19nL count rj,*ansxun1no prograns and projects
with the country, evaluating results in order to improve future

- prearams in that country and elsewhere,

T
A.1.D. would exnand its support of the work of fntermediarigs,——
providina thert Turds wiih wnich to plan, implemenE—and evaiuate
their development-related activities. The intermediaries would
include PVOs, specialized organizations such as Pathfinder Fund,
Appropriate Technology International (ATI), multilateral orcanizations
such as CGIAR and UNFPA, and organizations or consortia essentigl]
created by the U.S. Government such as Agricultural Cooperative
Development International or Participating Agencies Cooperating
Together (and potential new organizations in the fields of energy,
natural resources, environment).
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AID/Y Organizations would:

- provide policy guidance and oversight of evaluation,

- provide direct technical advice and services to missions,

- selectively obtain services for field activities through grants,
contracts, and core support agreements with other agencies,

- advise ISTC an¢ other institutions on development problems that
require researc.i,

- select or create intermediaries to carry cut development activities
Financed by funds from A.I.D. and their o.n resources, and

- manage regionally oriented activities that are not as practically
managed in the field.

Proarams would be one of four types by 1985 as follows:

Type I:

Example:

Type I1:

Example:

Programs carried out by PVOs and other intermediaries,
partially financed by but not designed or specifically

approved by A.I.D. In countries where todiy's relatively:

small proovams have 1ittle generai impact on growth and
developmeant. Information on the general magnitude and
types of programs would be maintained in Washington or an
A.1.D. regional office. U.S. staff of 0“3'f<~.4ygﬁuzl

NOTE: If it is the interest of the United States to
ensure a proqrai of a certain size or maintain a direct
bilateral relationship with the government of any Type |
recipient, A.L.D. could encourage selected intermediaries
to work in that country and a numbzr of intermediary
activities could be covered by a bilateral agreement
(somewhat on the model of the co-financing agreement used
in Indonesia).

Benin, South Pacific, Chile

Program of from $5-15 miliion at 1981 levels, consisting
of projects in nc more than two functional sectors at one
time (population planning in combination with health
activities would be considered a single sector). In
countries that can benefit from development projects and
do not need, or are not yet capable of implementing,
large sector pregrams. U.S. staff 5-10.

g preg : <. /);,)/A/:)

Liberia, Rwanda,.El Salvador

!

Wy !



‘ Type III: Project-oriented programs of $10 million and up in
1981 and subsequent years, more or less in the current
A.I.D. style, gradually to be consolidated around a
Timited number of sectors. In countries where the
United States desires to commit a higher level of
resources and in which the participation of A.I.D. staff
makes a demonstrable difference in program effectiveness.
Staff of varying size depenuing on the relative consoli-
dation of the program.

Example: Somalia, Mali, Indonesia, Bolivia

Type 1V: Larger programs to provide broad financial support to
Jype V. Lrograms to_pi - Droac =
one or two sectors, with substantial obTigations made

periodically to assist up to five years of country
effort. Staff to be iimited *o 8-15.

Example: Kenya, Sri Lanka, Honduras

(See attachment Tor illustrative criteria for and characteristics of
program types.)

The Indicative Planning Allccation system would determine indicative
levels for countries of Type II, III, and 1V.

‘ The rresunption is that Type I11, which represents the current node of
operation, will occur progressively less frequently (in 44 countries 1in
1975, 24 in 1563 and 20 in 1985). In the future, countries that have
qualitied for limited direct project assistance (Type II) and show
promice for benefiting from and haing able to manage larger financial
transvers could make the transition to a multivear major sectoral
assistance program (Type IV,

Consuitants have advised, and many A.T1.D. managers have proposed, that
significant perscnnel efiiciencies could be achicved by eliminating small
pirojects Trom mission programs (there is no significant difference in the
amount of time and effort applied to design, review and approval of smal®
and large projects) and by Tully funding every project at the time of the
initial obligation (thus eliminating annuai review, justification and

'fV E& ld negotiation). This plan thersfore proposes a minimum 1ife-of-pr ject

cost ot 55 miJJion and full obligation at thé start of the project,

—assuming that more modest efforts could be handled by intermediaries.
A few exceptions to the minimum cost may prove to be compelling; among
these may be feasibility and design studies and pilot or contiol cases
upon which a later decision to fund a major project would depend.
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Intermediaries would include U.S. and multilateral organizations and
would range in type and relationship to A.I.D. from Appropriate Techno-
Togy International, which is relatively independent, to those which take
direction from A.I1.D. or would agree with A.I.D. to commit a specified
amount to a certain activity or particular country.

The intermediaries would be supported because they serve A.I.D.'s
development purposes by:

- working at the community level engaging participation by local
residents and attempting innovative approaches to solution of
problems within the local cultural context,

- carrying out the kind of relatively small project that is innovative
or relatively "good" in the sense that it succeeds in its particular
aims and is replicable, but which A.1.D. will no longer engage in
directly,

- implementing significant programs in certain tunctional sectors
to alleviate or advance understanding of problems commen to
develeping nations, and

mobilizing additional financial resourcps to apply to deve]opment.

Chanoes in Procedures D)’ ‘\0(! ammies”

The plan prcposes that A.I1.D. will Wake a number of changes in procedures
oy d Lo curs i1 the amount of time spent rev1ew1n( and_concurring in the

f;& D%b actions of lipe manaaers, eiiminatd Botllenecks and unnecessary practices
S land perwmit TG eratiocation of staTT t1n“ to country- pep1f1c develop-
J&Qﬁz Cdet-lment planning, provision of special expertise to field missions._and .
o K e evaluation of effectiveness (not 5o much of projects as of n nrogra mé} ;

th 1! N it : -
ﬁ;“ @ Most of these chanyes (see_Part IX of the plan) qhou]d be made “in any
v - case for purposes of good management. Thay have been suggestad over and

over agoin by A L.D. employees, critics and consultants. If the program
is to erpand \'hﬂ0 the staff ceiling is maintained at current level, or
reduced, the need to implerent the changes becowes more co mpP111ng
Moreover, in our view, OMB must be convinced that the Agency will improve
its management, especially by eliminating redundant Washington functions.

. A
* v, et P .- C—r‘ st <
N\ ) i E ' /) / //‘ ".4 -
,/;, e g ’ . 117 -
a1 " A L /}1 24
i/ 4 ) o~ / 7/,
® BN oWy o
o \ e e / S
o Sy . ot e ) ) 2/
. . Y - Lo p et . N \
N o ,l'r«'fjﬁ,[ o R A P A - T N = A o
S . e ) [, /"),""‘ ot A

u;’. ’(_"_i'l “’“.';‘-/! N(I"" I v‘."‘» S e /[,(/'&OL\/ 4/’ ’ R
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Most current operating principles of A.1.D. are preserved by this plan. , _g,d;“
- It does not recommend that A.I.D. become stirictly a provider ﬁi;yﬁ::7f5vgﬁﬁﬁn
of foreign exchange or that it seek financial return on its “%@kuxf;;.r‘Y S

development investments. e

- It does not propose a change in the Congressionally mandated ’;‘me); f},#*
effort of A.I.D. to implement Security Supporting Assistance @ .0 ¢
programs emphasizing as much as possible their effort on ‘ﬂ;Q‘fﬁ -

‘ basic human needs. ey

- It does not preclude a bilateral assistance relationship in : L
any country for which such a relationship is deemed to be sl el
important to foreign policy. :

- It does not prepose a reorientation to emphasize, through
. line of authority, functional sectors' over geographic regions. AL

- It does not recommend that the U.S. Government adopt the donor  uvﬁ4’.§.
model of the World Bank or other major bilateral donors. L

‘The plan assumes overall reductions in staff size and relative skills

mix of personnel, but does not sugaest poc1f1c <tructura1 changes
within AID/W to rcorder the functional division of responsibility. We
will consider such structure changes as we begin to implement the plan.

The drafi plan rests on some assumptions:

- that we will not seck amencment of the policy and basic authority
set forth in Part I of the Foreign Assistance Act for Development
Assistance;

- that the A.L.D. procram will continue to emphasize assistance to
pocor countirics comnitied to help their poor ceople participate
equitably i the benefits of developumen

- that ecoromic growth is ¢ necessary ingredient of and precondition
for equitable provision of basic human needs;

- that A.1.0. can be less directly involved in program management
than 1t is now and s ‘vll manage pubiic funds with due regard
for the need to demonsirate their effectiveness;

- that A.I 's project-oriented appreach implemented by relatively
large in- countrv staff is not apprepriate to all U.S. purposes
or most effective in all country circumstances;

- that intermediaries, including Private Yoluntary Organizations,
can be more extensively used to support U.S. development interests
and initiate innovative programs;
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- that a number of possible procedural changés can reduce the
personnel intensity of the conduct of A.I.D. and are advisable
in any case to improve management; T

o

Vivis s
- that the repeatedly identified procedura) pottlenecks charac-
teristic of current practices will not be eliminated until
staff levels, especially those in Washington, are significantly _,¢\v
. - R A i

cut, and /' l C/,,,_;",‘.,»’.m? 5-;.;(_; . 1‘3”((\/ s e ”_

H
o VW

- that changes in the skills mix of A.I.D. personnel can be
achieved without a reduction-in-force.

Allocation of Staff Ceiling

The effects of the plan would bLe *o:

- eliminate direct hire starfs assigned to Type I countries
by assigning responsibility to regional offices or regional
burecaus in Washington or, at least, reoduce each staff to
0 to 3 persons (no wore than two professionals) attached
to the Embassy;

- reduce U.S. steff levels in Type 1T countriecs o 5-10, in
Type IV countries to £-15, and in Type III countries to -~ —

those nececcary for operation in a limited pumbar of ) AR /TE
A =

/ /
S 4 . / ¢
seciors by 12033 B e A Y~ A5
,L“Nk?);(_\ , :;(»MZE < B
- reduce the need for foreign national staff engaged in sup-
port functions, /i

3

- transfar some specific functional sector experts, €.y i
agronony, veterinary medicine, tropical diseases, from field
missions to Wasnington to serve on central or regicnal tech-
nical rasouice staiis:

- increase the number of hich caliber perscnnel with broad
skills in economics, social analysis, genercl development
planning and functional sector pianning in the Tield.

In addition, to tne cxtent that it would not increasz long term COSES wmr.v
and wouic improve ofiicicncy, relatively large diract hire forcian 7. e
national staffs could be partially converted to contract status. LRI
JINCT A T s T,
The effect on total staff size and distribution would be determinad by
conclusions on the need for technical expertise and evaluation and audit
functions in Washington, the extent to which foreigh national staff is
reduced, efficiencies resuiting from procedural changes, and the pace
of conversion of skills mix. A.preliminary estimate indicates that a
net reduction of close to 200 U.S. direct hire posTtions overseas (assum-
ing project managers for old projects are no Tonger needed) and 250 ‘
positions in Washington could be achieved by 1983 or 1984. Vi




Potential Issues

1. A common view in A.I.D., held mainly by line managers, is that

major changes in the manner of operation are not needed.

Elements of this view are that: the program increase for
1981 is minimal in nominal terms and negqligible in real
terms; at least $200 million more is needed in 1981 to fund
projects squeezed out of the budget in 1979 and 1930; steady
expansion is possihle by simply increasing the size of
projects; the Tinancing of infrastructure (which the Agency
has done Tittle of in recent years) will absorb large sums:

At annual rates of inflation of 109, the nomina]
increases of 425 and 1307 respectively in 1981 and
1983 over the 1975 Jeve] now being implemented are
only &% and 71%. Inflation is, of course, a mitigating
factor only if tje averade size of project obligations
is also increased by at Teast the rate of inflation.
In the 1997 budget requests, the average tunding for
each project is higher for 1981 than for 1979,  Yet
57% of new projects proposed are for less thap

$5 million ecach and these together account for only
147 of the budget..

While the addition of projects from the “shelf" and
participation in wultidonor infrastructure projects

could indeed account for the wetal dincrease in Program

in 1957 and possibly 1982, such additions would impose
increasing strains on stars stemming from the Agency's
prejected-orientoad approach and current project management
pipeline,

Some in A.1.D, ma3y be concerned ithat it may be more vulnerable to GAO,
Congressicnal Committiss and public criticism if its direct
monitering role in preject managcment is diminished.

Reduction in U.S. direer hire staff overseas in accordance with this
plan will have o he accompanied by devolution of increased
responsit:ility for Tmplenientation, monitoring, and evaluation

Lo contractors (contracted either to A.1.D. or, preferably, to
the host country) or o the host country itself.

Unless staffing constraints force the change, it will

be difficult for many A.I.D. project managers to
recognize that a contractor or go' ernment will adequately
implement a project 1f it does not monitor as carefully
as they would have. '

The degree to which current A.1.D. practices are required
by Taw and Federal regulation or have been Created and
imposed by A.I.D. itself in response to audit recommenda-
tions, Congressional criticism and conservative legal

Tegal interpretation will have to be analyzed.
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A.I.D. will have to recognize that effectiveness can
satisfactorily be measured in terms of the broader
objectives of an activity, e.g., that if the

government alters a policy, establishes an institution,
increases inter-ministerial coordination or funds a
program not previously in the budget, effectuation

of such steps may be the most important objective of the
A.1.D. activity. And in so recognizing A.I.D. will have
to be prepared to explain and defend its effectiveness
to itself and its critics.

Similarly, the effectiveness of intermediary programs will have

to be measured, a priori, by analysis of the management capacity,

fiscal responsibility and commitment of resources to development
activities and, post hoc, by periodic evaluation of the work
that is partially funded by A.I.D.

Expandad use of contractors to implement, monitor
and evaluate projects and programs or to replace direct hire
foreign nationals may cost nore.

Although some increase in the use of contractors for monitoring
and-cvaluation can be anticipated, change in the style of A.I.D.
involvement would place more of that responsibility upon the
recipicnt country or implementing organization.

Analysis of the relative costs of project management by
A.1.D. direct hire staff and by contractors has never
been brought to a satisfactory conclusion partly because
it has been difficult to define comparative costs of
overhcad. The facts are sufiiciently controversial to
suagost that constraint on staff size should be the over-
riding factor in a decision on functicns to be relegated
to contractors.

Conversion of iunctions carried out by foreign nationals to
contract statuc, howsver, could involve increased financial
costs--on a one-time bhasis 17 costs to separate employees are
high end, depending on the situation, on a continuing basis
if contractor overhead is more costly that the attributed
overhead and boenefits provided to a direct hire employee.

Otner costs may be incurred, again depending on the

situation, if staff continuity and emplovee loyalty are
affected by a change to contract basis. On the other hand,

a mission may be able to attract skills that it cannot now

pay for under the compensation classification system of

the Department of State wh1cn governs salaries paid to foreign
national employees.
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The practice of periodic multiyear funding for the larger
programs of A.1.D. raises the question whether it would be
acceptable to countries to receive a commitment of funds in
some years and no new U.S. commitments in other years.

This issue is more likely to be raised by a
U.S. Ambassador to a country than by the
country itself because the "lumpiness" will
occur in commnitments but not in disbursements,
which represent, after all, the actual transfer
of resources.

By reducing the size of its field missions A.I.D. may not

be able to play as important a role as in the past in certain
areas in which A.I.D. has shown a comparative advantage among
official bilateral and multilateral donors:

A.1.D. has been unique in having a field stafi who
can identify and support progressive and reform-
minded elements within both the government and

the private sector.

The staff has helped to build local constituencies
in support of new and innovative approaches to the
problens of development.

Close and frequent contact betwzen locel leadership
and U.S. project designers and managers has often
been the critical ingredient in a successful
institution-building progjact.

The field staff has been oble to maintain the very
closc working relationsnips with host officials
that have enabled it to analyze and adapt to
changing circumstunces atfecting implemantation

of programs.

Benefits to poor pecple will be less directly measurable in larger
programs in which A.I1.D.-direct hire staff arc less directly
involved.

It will be incumbent upon A.1.D. to analyze the medium

and longer term benefits expected from the programs and
selectively to evaluate intermediary and government

programs in order to identify problems and reeded corrections.

If A.I1.D. is not to be directly managing smaller and innovative
activities that are of special interest to some members of Congress
(in the general arenas of women in development, natural resource
conservation, appropriate technology, etc.) It may want to ensure
that intermediaries to carry out such activities exist and are
capable of executing them.
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wesed ALLLD. C'\tmblv Program Tvpes

Size of
Criteria or Indicators of Program in
Type Appropriateness for the Program Tvpe Characteristics of the Program $ millions
I Pelatively small progranm size not Intermediary programs only. n/a

inmediately amenable o -:’;»:r_.\r;nsicn.

Bilnteral sgrecment possible but
Activities are typicaily small scale not neoessexry.
with short run cbjectives and 1imited
impact on country grovih & develepmant. Indicative planning allocation

nct arnliceble.
Hunan rights or conmitmont probleoms
militate against official assistance
reaching the poor.
U.S. doés not have irreplaceable in-
country expoertise resuicing in
unustal program effectivoness.

i1 Size or lacation mzke the country Limited to 2 sectors 5-15
relatively less important to U.S. .
foreign policy obiectives. Projects which, while not explicitly
. part of an cverall develcmrent

Middle income country needs technical strategy, <in be critical in pro-
assistance to help solve critical roting gro«th end BHN.
problems.

Intermediary programs not through
Country not ready or capable of A.I.D. missions.
inplementing lar er secior progrens

) A.[.D. assistance dces not exceed $15m
in 1981, though it may in later years.
-

Size of
U.S. Direct
Hire Staff

0-3

5-10


http:assist.ce
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Proposed A.I.D. Country Progran Types Continued

Crjiteria or Indicators of

Type Appropriateness for the Program Type

111 Current program co/ers rnore than 2
sectors.
Country is among larcer Sahel
ocountries.
Country not ready or capable of
implementing larger sector programs.
Status of country comuitment is
such that a demonstration approach
with direct U.S. inwolvenont is most
effective.

v Country has o:r will initiate a sector

)4 \

develoment plan cornisistent: with A.T.D.
objectives to meet basic hunan needs.

Country has institutional capacity to
development and inplerment sector plans.

Country's broad develomnent strategy
is aimed at growth with equity.

Country is undertaking broad struc-
tural reforms.

Need for external ascistance to
finance reforms or expansion of
programs.

Size of Size of
rogram in 11.S. Direct
Characteristics of the Program $ millions Hire Staff
Gradual reduction to 3 sectors 15+ 10-55
Consists mainly of projects but
car include sector pDrograms.
Intermediary programs not through
A.I.D. missicns.
Muiti-year obligations. 20+ 8-15

Secteoral or cross sectoral
orientation.

Possibly broader, development
lan orier.caticn.

Policy change or program com-
mitment by country recaired.

Intermediaxry programs not through
A.I.D. missicns.
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Coun+ry Prozrams by

Tllustrative

TYPE 197° 1981 1e83 1985
t 1

No. Countries 5 12 . 12 12
Program, $ millions 4 - 38 47 84
U.S. Positions . 12 10 4 34
# I1 - .
No. Countries ) 8 .8 . 10 10
Procram, $ millicns 22 56 129 162
U.S. Posi*iens 33 61 235 81
¢ ITI

No. Countries 44 35 ’ 24 20
Trogram, $§ millions 778 923 1,127 1,270
U.S. Feeitlions 977 843 559 482
F IV

ho. Couniries - 5 13 17
Program, $ millions - 300 850 1,556
_.5. Brsitions - 67 187 209
Toval

lio. Countries 57 60 59 . 59
Frograms, $ millions 803 1,317 2,153 3,072

U.S. Pocitions 1,022 981 839 775
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UNITED g%?ATEéOIé%IngNMENT
memorandum

QPLY TO
TTNoF:  AAA/PPC/E, Robert J, Berg44;;§§22%f7f

sussecT:  Jumping Off The Deep End: 1II

To:  AA/PPC, Mr, Alexander Shakow

As you will re=all, your predecessor in office proposed a set of policies
which evoked what I then thought would be the only memo so titled, The
Herrick report suggests to me that I was wrong: we still have a penchant
for the deep end.

As your Director of Evaluation I feel I must note objections to major policy
recommendations, now under consideration, which are contrary to the Agency's
experience and to fact.

Before noting these I feel I should explain why this dissent must be filed,
The Herrick exercise has been conducted with terrific haste and in a most
unusual way, I think it fair to state at the outset that every time the
Agency has made major policy decisions in haste the cleanup crew has had to
put in years »f work., It is understandable that our new bosses want to
make their mark quickly, but by pushing so quickly they are unlikely to
achieve quality results,

By way of contrast, when Governor Gilligan came to A.I.D. he had some of

‘ the same concerns about reducing A.I.D.'s personnel to permit greater pro-
gram efficiency. He formed a task force of Carterites to which a very few
of us who had been here awhile were asked to join. That task force spent
a good deal of time and care eliciting opinions and ideas from the field
and Washington which we carefully reviewed. We sent special cables to the
field to particularly innovative people. We did all this, not only to
Ccreate a good product, but to protect the Governor, as a newcomer, from
making hasty decisions. The present effort involved little of this care.
Indeed, a task force was formed, but quickly left aside. (While this memo
is a dissenting opinion, it might be more accurate to say that the Herrick
draft is a dissent from the Task Force!) Hardly anyone in A.I.D. was per-
mitted to look at the draft before Messrs, Ehrlich and Bennet reviewed it
and gave it their endorsement. .Even our Acting Administrator was permitted
only a hasty review .... because of which his foot is still bandaged.

Now the report is being circulated, but there still is no assurance of
orderly field input not that top A.I.D./Washington executives will have

the opportunity to discuss it with Mr. Ehrlich and Mr. Bennet as a group,
Most A.I.D. executives have only two options in reviewing the report:

1) they are directed on short notice to present comments at the same meet-
ing in which their Bureau budgets are being discussed (a procedure sure

to weaken the reviews, both of the report and the budgets); or 2) they

may write directly to you. A,I.D. has a history of discussing major policy
ideas through a third mechanism: debate among the top e¢w»ecutives meeting
as a group. It is a good mechanism and I urge that it be adopted as a

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

OPTIONAL FORM NO. 10 \)
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bare minimum to assure more orderly review of some very sweeping notions,

I would

like now to list my substantive objections to the recommendations

in the report. While the current draft is better than previous rnes
(wvhich I saw under circumstances which made me feel more akin to a member
of the undergrournd Russian literati rather than a member of a rational
bureaucracy), it s+«ill has major deficiencies.

As the responsible officer for evaluation, I must note that
virtually no recommendation in the report is based upon any
evidence of efficacy, experience, or tried wisdom. In fact,
experience contradicts many of the recommendations. No major
recommendation ic based on less successful experience than
the one on sectoral assistance. A.I.D.'s record in this
area, at best, is very mixed. The record of "Type IV"
sectoral assistance indicates that it is built upon three
absolutely necessary factors: 1) LDC competence; 2) an
agreement on development philosophy; and 3) a willingness in
the LDC to receive and implement major policy advice from the
U. S. Try those tests out against several Type IV countries
on Mrs. Herrick's list. The worst cases on the list fail at
least two of the tests. At the other end of the scale are
countries which at one time we thought met all three tests.
History is a useful guide to demonstrate our inability to
accurately make these judgments. In Colombia where "pioneer"
Jarge-scale sector programs were initiated by A.I.D., the
government made concessions in exchange for years of sectoral
loans only when they were going to carry out the policy anyway
and garnered over $100 million which mainly stayed in the
pipeline. (The then Mission economist carefully noted how
Colombia's FX position increased as we gave sector loans and
how, at the same time, the government increased its interest-
bearing accounts in New York.) In fact, our Latin America
Bureau, which pioneered the type of assistance advocated by
Mrs. Herrick, wound up pulling back sharply from this approach
since, in general, it simply didn't work. Many people now
criticize the World Bank because it throws money at problems
along the lines advocated by the draft report. I would main-
tain that if money and policy were the only constraints, we
should have seen far more dramatic results from the world
development efforts of the last few decades. Surely sectoral
assistance is one pattern worth trying where the three above
factors are all favorable, but the incidence of this 4s and
will be far less than shown in the Herrick report.

The Colombia case, noted above, also brings to mind the special
dilemma of sectoral assistance. Is its premise that all that
is needed is money, or, that money is the way to achieve policy
change? If it is the former, then you don't need A.I.D.
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Surely I.D.C.A. will find other appropriate remedies when

the sole need of a country is for money. As the major stock-
holder in the major multilaterals, the U. S. can exert its
influence for this kind of assistance. I.D.C.A. can innovate
other mechanisms, toc, e.g., debt relief, lending guarantees,
pressure on OPEC to aid such cases, etc. I can find these
options more satisfying than using program loans under the
rubric of its fulfilling the basic human needs, grass roots,
help the poor majority development philosophy of the Foreign
Assistance Act. Basic human needs and large-scale cash trans-
fers are widely considered incompatible. Mrs. Herrick says

we can do both, but saying it doesn't make it so, and trials
of the past, such as Pakistan and Colombia, bear out the now
accepted development wisdom that basic human needs develop-
ment requires projects. Certainly cash is often needed (indeed,
the absence of it has something to do with poverty!), but the
best use of A.I.D.'s restricted funds may not be as a central
banker. In any case, the situations where countries only need
cash are far, far fewer than the draft report implies,

The real interest of the draft appears to be in shifting A.I.D.
to offer cash plus policy. Here one must ask: where in the
report is political reality? Of course, nation states have
always wanted assistance in the form of cash. But why do we
assume that by 1985 517 of our funds can be given in bargains
in which policy quid pro quos can be purchased for U. S. funds?
In fact, this failed in the past during more propitious politi- .
cal periods. The U. S. was able to exercise its policy might
in the '50s and '60s, albeit at the cost of lingering political
resentment in many cases. But little development trickled to
the poor. Now it's a new ball game. The LDCs now act far
stronger politically. They are more nationalistic and self-
assured. At the same time, the U. S. is relatively weaker.

Our relative weakness derives from political realism (even in
the '60s we thought we were stronger than we were); the growth
of LDC confidence; and the fact that there are far more aid
options available now (33 bilateral donors and at least double
that number of multilateral funds). When we now try to inject
ourselves into major LDC policy questions, the LDCs are far
more apt to tell us to bug off, as several did when human
rights became an aid litmus test. Will the twin trends of
growing LDC strength and relative U. S. weakness change in the
1980s? I think not.

How then shculd the U. S. try to change basic human needs
policies in LDCs? First, by recognizing that although for
nearly thirty years aid leaders have been searching the build-
ing for the magic development button, there's no such button.
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Locking for uniform worldwide solutions is part of the "white
man's madness" in this business. I applaud the Herrick drafft
for recognizing different councry situations. But her recom~
mended levels trend towards a uniform solution by the late
'80s, Second, looking for uniform solutions within countries
is also a folly. Sectoral performance within countries varies
almost as much as national performance among countries. The
Herrick report ignores the greatly different maturity and
capability among ministries and sectors. Good analysis might
well lead to recommendations that three of the four "types'" of
programs should be concurrently run in a country (e.g., I, II
and IV). Third, we must recognize that the U. S. must prove
the legitimacy of its policy advice by implementing successful
basic human needs Projects at the grass roots level. For
example, the report classes Indonesia as Type ITI; 1if this
means that our $100 million program isn't going to be the basis
of national pelicy trade-offs, it is correct. But in population,
it is wrong. Here, after 10 years of hard local-level work and
much innovation, we are well on the way to encouraging a shift
from smaller to larger wholesaling mechanisms, e.g., multi-
lateral mega-bucks or, if we do not have better options, to
sectoral-type program assistance. Are there many other oppor-
tunities in the world where we have earned the right to inter-
act on a sectoral policy level? No.

Is it possible to expand use of intermediaries? Of course it
is. One needs to consider three facts in so doing: 1) we use

a helluva lot of them now; 2) the quality of such assistance

is often a problem; and 3) there are heavy associated costs if
intermediaries are to perform well. First, numbers. We now
place tremendous reliance upon intermediaries. The late George
Wing, special friend and advisor to Gilligan, calculated for

the Governor that some 13,000 grant and contract personnel work
overseas under A.I.D. financing. These pecple are hidden only
in the sense that the number is so big Gilligan didn't talk
about it much. But MODE or schmode, these people are known to
the host governments who krow wherc the source of salaries is
and to whom loyalty is owed. Substitution of A.I.D. direct-hires
by intermediaries is a sleight of hand which only we care about,

Second, quality. The Laws of Thermodynamics 2pply to foreign
assistance as well as to everything else. There are losses of
efficiency every time you pass energy, including mental energy
such as ideas and directives, throwgh different forms or bureau-
cratic levels. You get nothing for rothing, including technical
field service. That field service, when supplied by intermedi-
aries, sometimes is dazzling. But it is too often merely the

way tired, dispirited and out-of-date people (often ex-A,I.D.)
come back in new guise with 1207 overhead tacked on. Just as
A.1.D. has taken over five years to adjust to the "New Directions"
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our intermediaries need to adjust. Most contract houses are
undergoing that adjustment and neither we nor they know whether
they are going to make it since the substantive tasks in the
new contracts are far tougher to handle than the old. Many
PVOs are also in transition as we push them into the big time.
But few PVOs are ready to assume quantum leaps in tasks while
maintaining their quality.

Third, A.I.D. overhead. To build up the capacity of inter-
mediaries overseas one needs Washington push (as Herrick cor-
rectly notes) and local support (which is not noted in the
report). PVOs, for example, often require labor-intensive local
A.I.D. support. A great many of them still need assistance to
become more development-oriented. And most of them still must
work on a small project basis to be effective. Taken cumula-
tively, they are simply not a vehicle for absorbing huge amounts
of future funds.

Certainly many intermediaries would be cut out if the $5 million
project floor were to be adopted. Among PVOs there are only a
handful which can handle $5 million projects or basket projects
in that amount. For most, they would lose their strongest

asset -- close working relationships at the grass roots --— if
they went to large-scale work. But there are more fundamental
weaknesses with the notion of a $5 million floor. To imply that
only programs which have expensive solutions merit our atzention
is ludicrous. (The Green Revolution in Turkey was started by

an A.I.D. agronomist smuggling in perhaps $20 worth of seeds
through the diplomat:c pouch.) The behavioral result from this
notion will be similai to what has happened in A.I.D. over the
last 17 years since $10 million became =z magical cutoff (i.e.,
projects above that level now go to the Administrator for
approval and at times before went to the President). I can
recmember knocking down a2 $12 million project to $9.7 million to
get it through. Just the other day we saw DS propose a $9.998
million prcject in the hopes it wouldn't have to be sent to Mr.
Nooter. If A.I.D. adopts ihe Herrick proposal for a dogmatic

$5 million floor, I can just see someone with a brilliant
$100,000 idea having to tack on $4.9 million to get the funds!

Does any of this have to do with New Directions? Some does.
Undoubtedly we can exercise some policy leverage in countries
with competence and a willingness to bargain some of their
policy sovereignty. But that may be only a handful of cases.
In most countries we have little assurance that the bulk of
such assistance will reach the poor. The evidence is fairly
strong that the poor get screwed by a whole set of middlemen,
including their governments. The 1973 Foreign Assistance Act
undertook to change our approach so that we were working for
the poor, not against them. Why adopt an aid approach which
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in many countries pushes us into league with the bad guys
against the good guys? Do we really want to channel cash
through such designated Type IV candidates as Marcos? Even
when the leadership is enlightened we must recall just how
limited the effect of changes in state policy has on the
welfare of the poor. 1In an excellent report on Bangladesh
("Bangladesh: A Profile of the Countryside'". Jannuzi & Peach,
April 1979) the authors conclude the real problem preventing
betterment of the rural poor in Bangladesh is the agrarian
structure there which has " . . . not been altered in any
substantial manner by means of the application of state policy
in the period from 1948 through 1978." (They further note

that because the majority of the rural poor are landless they
can't benefit from the Types IIT and IV assistance we give
there in the form of seeds, fertilizers, pesticides and modern
irrigation facilities.) As an instrument of U, §. foreign
policy wouldn't we rather make our long-term pacts more directly
with those who are being oppressed rather than their oppressors?
Even under project assistance with relatively close monitorirg
and controls assured by our agreements, all too often we wind
up enriching the ric!., but that stems more from our failure to
correctly read the local situation than from an inability to
influence local project officials.

The potential for mischief is far greater in non-project assist-
ance. My guess is that Congress (at least the Committees we
deal with) understands better than we appear to just how much
the Herrick proposals would undercut the spirit and substance

of the New Directions. In fact, one of the real dangers of

the Herrick approach is that it will alienate those few Hill
liberals inclined to ask for higher assistance authorizations
and appropriations.

Fortunately, Mr. Ehrlich and Mr, Bennet have other options. But the
Herrick paper didn't give them thouse options. Those options are derived
from two questions which unfortunately were not explicit in the draft:

1. Can one cut staff? Surely. We have a large number of unfilled
positions now. Our new bosses can clamp on a freeze until they sort out
the differences iu the Agency. Everyone may suffer a bit, but we'll still
remain in the aid business. Then one can undertake to reduce positions in
such piaces as: DS, because of the creation of ISTC; PPC, because of the
creaticn of 1DCA; the field, because Gilligan never did effectively
institute action to determine just which field posts were flush and which
too lean; and the Regional Bureaus because the economies of delegating
more to the field haven't been assessed and collected nor has there been
enough consistent push to reduce redundancies between line and staff
bureaus, Of course, there is still fat in SER and some of the other
central offices. The important point is that there are many management
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options which can be played out in an orderly way to trade staff cuts for
a minimum impact on programs, This will take work since the Agency is a
bit heavy, but not obese,

2, Can one make program changes which promote staff economies?
Again, yes. Many of the more experienced people in A.I.D. believe we
can undertake a greater volume of aid (should such become available) through
a larger average size of projects, less emphasis on faddism in programs;
more emphasis on follow-up of proven successes, and less central program
activity,

Maybe this sounds like the rear guard defending the sta.us quo. If so, I
hasten to add what you already know: that I'm an authenticated (but aging)
young Turk who has worked on a large number of Agency reforms, who believes
many iwmprovements still need to be made to assure higher quality aid, who
wants to push responsible changes, but who also has fought against the arm
chair assistance épproach which failed so much in the past.

Mr. Ehrlich and Mr. Benne: have enough time before executive decisions
need to be made on 1981, 3 and 5 for a clover examination so that they can
clearly differentiate proposals for recycling past mistakes frem genuine
quality initiatives. My guess is that once proper care is taken, they
will see that our policies are pretty sensible, it's our management prac-
tices which need tightening up.

new bosses are often treated with rhetorical answers. I'm afraid that's
what the Herrick exercise cave Mr. Ehrlich and Mr. Bennet. What they
should have been told was that it's nearly a "no win" situation. In this
domestic political climate we won't get a dramatic increase in aid levels,
but like many other major donors (U.K., Canada, Australia, Germany) we will
get continued pressure on job ceilings. By quickly making an unfounded
"confession" that we'ro plumb full of excess bodies, the net result will

be far fewer people te handle a stagnant level of aid. Perhaps it's
inevitable that A.I.D.'s position ceiling is lowered. But the advice given
will only save bodies at the price of program quality. That's a lousy
trade and they shouldn'c buv it.

cc: IDCA Planning Office, Mr. Thomas Ehrlich
H, Mr, Douglas Bennet
A/AID, Mr, Robert H. Nooter (Acting)
Task T'orce Members



MEMORANDUM | | August 2, 1979
T0 : AA/PPC, Mr. Shakow
7 h

FROM : AA/SER, D. G@ia;g;pnb+g7
SUBJECT : Yecur 7/25 ‘M3morandum Attaching "A Draft Plan for Exparsion

of the AID Program with Stable or Reduced Staff Ceiling"
Forgive my being a day late in responding.
My first comment on the plan you were assigned to draw up pertains to
one of its terms of reference -- namely, that you show how AID might be

able to administer a program in FY 1982 double its present size with a
staff "... reduction of 500 or more ..."

The origins of this study were, as I recall:

-- AID's initial insistence in 1977 and 1978 that 9t would
need more people to handle more work:

-- next, its equally insistent assurance -- when finally and
firmly told that persomnel increases were sut of the question --
that the Agency could handie twice ihe wory with no more people;
and

-- the credibility problem that abrupt and sudden reversal created
for us with the White House stafT which then chaltenged AID to
demonstrate it could effectively handle more with the same
workforce.

In all the foregoing there was no discussion of decreasing the AID
staff. 1 fear that having now said we can handle a doubled program
with 10% fewer people* we may find the credibility problem conpounded.
If 9t dsn’t and if we arc asked to administer a much larger program,

I expect that 048 and Congress will call us on our "offer" to reduce
staff by 500 whatever the merits: and that such a cut is more likely
still if we're not given a larger program Lo administer.

As to the dvaft plan itself, 1 have three main points, knowing that
many others have already been, or are being advanced to you.

FIRST, as with any very compliex problem the simplest possible solution

has to be found. 1 assume as the draft plan does that Congressional
"new divections wandates™ will remain. However, T assume a very high

* Fron the Latin, by the way, a 10% reduction is a "decimation™!

)

q//
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level of Congressional intolerance to any major shift away from our
present forms or methods of delivering assistance, e.g., shifts toward
large-scale capital projects and/or non-project assistance. Given those
two assumptions, I believe the single, simplest and most effective step
we can take to deel with the workload/workforce problem would be to
enlarge the dollar size (bub not increzse the number) of our present
basic work units -- projects, contracts, grants, etc.

"Life of project finding" as suggested in your draft plan could help
restrain workload growth but I beljeve the plan ignores practical Timits
on the use of this device. It would take years to employ it fully;

it would 1imit severely our prasent flexibility in shifting funds
regionally, within countries and among projects; and it assumes a
finality in initial project design not supported by past experience

and even less to be expected in the future, given the increasingly
experimental character of our programs. Indeed, in our relatively

novel collaborative assistance projects we start with the premise

that we can't Fix the final design or duration of the project. So

I suggest that we first exploit to the maximum the device of increasing
the dollar size of existing "work units." Our bureaucratic machinery

1s already moving instinctively in this direction. TFor instance, at

the three-quarter mark of FY 1979, handling a larger total contracting
workload with a stable workforce we had moved fower individual transactions,
but their value was greater than those of last year.

There are probably other such cingle devicen ("Tife of project funding”
is one) that wo can adopt. L Think it would be wise to sclect from
among them the fewest nccessary to deal witl the problem ot hand -~
the worxload/workiorce probiem. It is critically importent to avoid

a multiplicity of changes in cur organization and throughout our pro-
gramming and dmplementation systems i1 a Tew wil]l suffice. Changes 1in
Prograimming and implementation systems; in the role of PVOs and AID's
relations with them; in the balance of responsibilities botween AID's
Country Missions and Regional Offices; etc., etc., are casily "ticked
oft" as possibilities for bringing workload into equilibrium with
vorkforce. But they are enorimously difficult to put into effect --
time consuming and stalf intensive. Tt tool years to develop a new
project agreement. “Hould i€ take much Tess Lo develop a new "program"
agreement?  How Tong and how much staff time would it take to devise
new contractual and grant policies and procedurcs acceptable to PV0s
and satisfaclory to us ("us" being AID'S Tine and staff Bureaus, the
Contract Office, GC(!) and the Auditor General?) A case in point which
graphically i1lustrates the time and staff intensity of the foregoing
Kind of changes: AID Hlandbook 3 prescribing how Project Assistance is
tc be implemented. 1t was to be completed in 1976, It still hasn't
because we had insufficient staff to write it.

. I/L\
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SECOND, as we plan to cope with a significant staff cut and ways to

do things less staff-intensively, we'd bettor take immediate inventory
of present initiatives within the organization to press for more staff-
intensive policies and turn tham around. E.g., the General Counse] is
pressing for further increases in competitive contracting beyond the
substantial accomplishments achieved in the past two years. There ‘may
be other areas -- ip auditing and financial management, pernaps, -- which
should be reviewed now to he sure we're not going off in two directions
at the same time,

THIRD, a word of admonition against the incvitable temptations which
will arise to seek an understanding with the Congress that we will

"do less monitoring" end to cut "support personnel." Congress in all
its parts will not enter into such amn understanding -- and shouldn't.

My vote for AlD's principal weakness in the past seven years or so is
program implcimantation, both here and overseas. AID/V is Tlargely
preoccupied with planning and packaging proposals to Congress which
warrant new appropriations and, next, with evaluating what we've done
in the past for jts lessons of how to plan for the future.

Moreover, we are generally inattentive to “implementation" because it
takes place overseas. -- out-of-sight and, thus, not in mind. We
underestimate the technical and supporl personnel our Missions reqlire
to carry programs out. e should strive to augment their vesources
overscas and devote more attention to mpTementation here.

These two themes are clabovated in a o agrendog of Juty 20 to me Trom
the Divector of the Office of Hanagen nt OperaLions, which | attach.

Attachment
Memo f/SER/MO 7/30/79

cc: HMr. T.Ehrlich
Mr. D.Bennet
HMr. R.Nooter
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e L9045 memorandum
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SUBJECT: DO].ng Hore With Less
To: AA/SER, D. G. MacDonald

I share with many in AID a concern that the draft proposal to do more
with fewer people makes assumptions from an undefined vresource base ~
that s, the question of how our resources loday fit or do not Tit

our program now and what has already been done in the economy directions
proposed (and not for the first time) need to bhe realistically cxamined,
including the reduction of levels of staff of various kinds, and
shivting to other means to gec work done. We cannot, 1 believe, simply
assume that a significant cut of overseas direct-hire positions is
practicable any longer if the program remains steady or increases.

Mnile there 1is truth in the balief that almost anyone can always achieve
more, tihe AID classic approach is vamiscenl of the fiscal policy established
by Churcinill as Chancellor of the Exchequer in the 1920's. He stated that
military budgets would be based upon the planning assumption that war would
not occur for ten years, with a movable base advancing the whole assumption
each year, As 1 recall, the assumption was still in effect in the thirties,

QID Just before war stavted.  ALD has similarly ossumed that it can cut support
peaple any Uime it wishes to do so, from any base. We did this in AID/M,
and effectively eliminated MDA properity fnventories through one cut of
staff in 1977 with contvaliociin g, andd ot oo up Lo 1978 How we are in
trouble with Congress becaune of non-cemplicnee and are priting necessary
divect hire slots back to keep Lhe beoks siraight.

Missions have similar situations, right now. Overseas, the many missions
which SER/MO staff have visited in the past year are desperate because of
reduced staff to do work still demanded by the program. Vehicles don't

run because we no longer have our competent shops or supervision. Property
records are often poor or non-existent, contrary to statute. Ability

to even prepare legible purchase orders is now lacking in some wmissions,

as GAO has noted.  Tn most places we have one AID American administrative
managoer, who must work competently with up o 23 of AID's 33 Handbooks

to ensure proper mission support and adequate performance. He now typically
has fTew Tocals, and those are largely Tow in competence, as a career foreign
national force has Lo a great degree disappeared. The new American Ambassador i
one South American AID mission has obscrved that a Tocal could probably be the
AID Executive Officer, without reference to the skills required, and statutory
demands for an American officer to do certain things, and without suggesting
that his own Adwinistrative Officer position, with far less complexity of
responsibility, could be Tikewise filled. So goes the illusion around the
vorld,

Qb
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Realities:

-- U.S. Direct Hire Full-Time overseas strength has increased some 15%
since 1976. But, at the same time, part-time employment has risen’
by 35%, without ceiling constraint. Effective 10/1/80, OMB Bulletin
79-11 will impose a ceiling on part-time employment for the First
time. Under this Timitation, if today's NON-FTEPP overseas staff
of 465 work 32 hours a week each, 372 new ceilings will be required
within AID's existing overall limitation.

-- Foreign national full-time overseas cmployment has remained steady
since 1975. But, reported for=ign national contract. employment has
risen by 3007, and now equals direct hire numbers. Unreported are
possibly thousands, including those under end product service contracts
and under JAO and employee association contracts, in what were once
AID direct-hire functions and are still AID financed support activities.

-~ Of some 2,000 remaining direct-hive foreign nationols, a large number
relate to cxecutive, program and project Americans. The 1980 ABS
calls for 922 locals in this categoiy.

-~ The world's AID Controllers cinploy abeut 430 locals. Auditors account
for some more. Both are relatively irreducible numbers as long as we
do business the wav we do.

== Therc s some core divect hive nuiboi necessary For administrative support,
We cannol operate a mail and conam . csbions disbribution system, Tor
example, and certain other Tunction: through contracts. However, the
1978-80 ABS already proposes annual cuts in support locals of 129 each_year.

-~ State has, essentially, no move empioyneit ceiling Lo give us, even if
JAQ support works and can be expanded on AID's behalf.

Conclusions: -
-- Ve can undoubtedly do some more with what we have.

-- He need to streamline programs and thin out the ones with low impact,
high overhead.

-~ AID ought to change its way of doinc business, simplifying and reducing
volumes of procedures and rules.

-- Hell slated program contracts are the way to reduce direct hire and
operaling expense support.

-- Contracts for some movre Togistic support are feasible. SER/MG dis working
on this aspect now.

== e cannot depend on Stale operations to cither singificantly expand
support services, or to save AID ceiling if they do. If they do, OE
Costs per unit of service will also rise, and not decrease, and quality \
and levels of service may decrease still further, V
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-- AID must be very circumspect about support staff reduction possibilities
for the future. ‘

-- It is not a cut of staff in Washington which will eliminate "procedural
bottlenecks characteristic of current practices". This is a =
contradiction in terms and without change in procedures themselves, a
cut might even further slow down the program process. Past cuts of
communications. staff have already had an adverse effect which we are
trying to correct.

Y



August 6, 1979

HOTE FOR SER/MO, Mr. James L. Thompson

Jim,

AA/AFR's August 1 cormentary on the PPC draft plan on how to do “more
with less" has a very interesting paracrarh on travel par diem, extracted
below. He says most OECD countries simply provide travellers a flat
rate, period, and that tha entire work-intensive vouchering process

has been eliminated. The extract follows:

"Most other donor development agencies, and certain
international organizations have eliminatad travel
vouchering and auditing since it is not cost effactive.
PID secems to be heading in the opposite direction. New
voucaer forms are occupying much nore professional and
secretarial time. The Agency should consider adopting
the 0iCD system where travelers are givan a fixed cash
per diem by country which includes adequate provisicn
for taxi fares. Based on confirmation of actual travel
this 1s the only one time payment. Thers is no auditing,
no traveler reclaim and a substantial reduction in

@ unnacessary paper,"

Can you chlieck cut tha OLCD nrocedure -- that is, confirm thair raported
practice and g=t any other relevant information. This suigestion has a
lot of anpeal and if there is already a satisfactorily working precedent
we should seriously consider it. There is somcuhat glib discussion in

the PPC "plan" that AID should explain to the Congress that it will do
less menitoring (e.q., turn more of our programs over to PY0s, etc.)

In tha future in order to do more work with less people. In my comments

I pradictad the Congress would not tolerate that. This proposal, however,
13 of a different kind add it wouldn't really raise the issue of failing
to “monitor" our program. It's also much in line with the nrincipal

point I made in ny corments -- nanely, that instead of changing everything
in sight we should change a mininum nunber of currvent practices which
viould surely reduce our workload. This is one such change!

D. G. HaéDona]d

cc: Mr Cwens
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July 26, 1979

SER/MP, Richard F, Calh

Draft Plan for Expansion of A,I1.,D, Program with Stable
or Reduced Staff Ceiling

SER, "M, Mr, H, Dwelley
SER;ZOM. Mr. W, Schmeisser
SER/DM, Mr, J. McMahon
SER/MC, Mr. J. Thompson

Attached is a memorandum of July 25 from Alex Shakow to the
Executive Staff requesting comments on the enclosed draft plan
which has been prepared at the request of Mr., Ehrlich,

On page 5 of the draft pian, there 1s a reference to Part IX
concerning procedural changes. By error, the referenced
material was not included. However, a copy of Part IX of the
earlier draft was obtained and is attached for your information,
Some of the points included are of particular relevance to SER

offices,

As the deadline for Bureau response to Mr, Shakow is August 1,
wouid you please provide your comments to MP by C,0.B, Monday,
July 30.

2

\\Q , '.)'1:‘
Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan OFTONAL FORM No 0
(REV. 7-76) )

GSA FPMR (41 CFR) 101-11.6
5010-112
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DEPARTYMENT OF STATE
AGENCY FOR INTERNATIONAL DLVEILOPMENT
WASHINGTON, D.C. 20523

‘ ASSISTANT

ADMINISTRATOR

July 25, 1979

MEMORANDUM TO THE EXECUTIVE STAFF

If bilateral assistance levels are to increase substantially
over the next few years, we must demonstrate that A.I.D. is
prepared to get meaningful results from additional funds

and do it at today's staffing level or even with somewhat
fewver positions.

On this basis, Tom Ehrlich of the IDCA Planning Office

asked for a draft plan for expansion of the A.I.D. program
with stable or reduced staff ceiling. Allison Herrick

draltced the enclosed plan after extensive consultation with
‘om, Doug Bennct, me, and many others. Tom and Doug conegider
the basic thrust of the plan to be a sound working hypothesis
for our future operations.

The purpose of the plan is noil to produce a wholesale changa
in the A.I.D. program or causce ycel another reoxganization

of the Agency, but rather to sct some directions toward
which we might begin moving on a substantial but expcrimental
basis with the FY 1981 budget. While time is very short,
we would like to have your preliminary recactions during our
budget reviews on how the program outlined might be under-
taken in your arca. Beyond thet I would like your commaents
on the attached paper by Wednesday, RAugust 1. If it scems
useful, we will schedule a.separate meeting next week with
Tom and Doug to discuss the issues raisced by the paper.

/KLQL% QiﬁL&%i%ﬁr

Alexandexr Shakow
Assistant Administrator
for Program and Policy

Attachment



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 20523

A Draft Plan for Expansion of the A.I.D. Program with Stable or Reduced
Staff Ceiling :

Most U.S. bilateral assistance now reaches recipient countries
through a relatively uniform system -- projects devised and supervised
by A.1.D. field missions. With the number of other donors increasing,
the private sector more active in developinant-related éfforts, and
developing countries increasingly affected by fluctuations in the world
economy, A.I.D. may need a variety of approaches if it is to get maximum
impact from assistance comnitiments and capitalize on the comparative
advantages of its particular approach.

Without an abrunt change in the A.I.D. program, we can begin build-
ing in FY 1981 toward an assistance formal which not only enhances
A.1.D.'s flexibility but enables us to handle substantially larger
amounts of funding with fewer personnel.

The plan laid out below is intended to ensure that A.I.D. can carry
out an effective program, at more than twice today's level by 1983,
fulfilling its mandate to contribute Lo basic human needs and enpha-
sizing peor people in poor countries wiere governimznts are committed to
help the poor and have a gecod human rights record.* A.I.D. would con-
tinue to maintein in-country staff in wost recipient countries, take the
lead in selected innovative approzches and seek to help countiries
develon their own capacitios to manage their own and external resources
for purnoses of develcpment but would focus more on particular countries
or particular sectors in certain countries. .

He believe this plan will satisfy OMB's concern as to whether
A.T.D. can handle growing budget levels with fewer pecple, and also
respond to Congressional concerns about A.I1.D.'s efficiency.

A.1.D. is proposing to operate an expanded Development Assistance
program, of up to $2.036 billion in FY 1981 and more in future
years, with a full time staff that is reduced from 5760 by at least
170, and possibly 730, positions. The target for 1983, approved
for planning purposes by the President last December, is $3.2
billion, and for 1985, 54.5 billion. Most A.I.D. program managers
have requested increases in position levels for 1981 (a net tctal
of some 300 positions overseas and 250 in Washington). Thus
requests exceed the current ceiling by about 10% after transfers to
IDCA and ISTC. :

W
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The plan calls for smaller overseas missions on the average and changes
in the mix of skills assigned to missions and to Washington, emphasizing
broad analytical skills throughout and concentration of technical skills

on call in YWashington. Management of personnel shifts will present an gy
immense challenge. Without a reduction-in-force attrition alone will T
yield sufficient staff vacancios each year to permit rehiring to fill T

some of the skills gap--and also to permit a gradual reduction in total ﬁ”‘gm
staff if that should be required by OMB or consistent with a new mode of
operation. But strong leadership and rigorous advance planning will be Y
needed to maintain personnel levels at an established ceiling and Till nin
vacancies promptly with needed skills. Onc of the perennial problems,

for example, has been the difficulty in recruiting either direct hire

U.S. staff or contractors for French-speaking Africa.

The Plan

The heart of the plan for 1981-1935 is a threefold move away from
A.1.D.'s project-oriented mode, wihich is characterized by direct invclve-
ment of A.I.D. staff in design, negotiation and implementation or
monitoring of myriad relatively small projects in all A.I1.D. recipient
countries. (For the relatively large program in Indonesia, for example,
the mission proposes o make separate obligations in 1981 for 34 specific
project activities; for the expanding precgram in Miger the mission
proposcs 14 new projects in the pariod 1979-1481, an average annual
funding of only 51 miliion for cach project in the portfolio; even the
relatively smaller stable progrem for Coste Rica will consist of 12
sepmrately funded activities in 1981.)

A 1D would tailer its in-country proorams according to the
country's need, cermivaent and capacity to undertake successful
develepinent efforts and tha importance of direct U.S.

assistance to those developinent efforts. A.I1.D. would con

centrate its own direct hire personnel on influencing policy
directions of the recipient country, designing programs and projects
with the country, and evaluating results in order to improve future
prograims in that country and elsevhers,

A.1.D. would expand ifts support of the work of intermediaries,
providing them funds with wrich to plan, implement and evaiuate

their development-related activities. The intermediaries wouid
incTude PV0s, specialized crganizations such as Pathfinder Fund,
Appropriate Yechnology International (ATI), multilateral organizations
such as CGIAR and UNFPA, and organizations or consortia essentially
created by the U.S. Government such as Agricultural Cooperative
Development International or Participating Agencies Cooperating
Together (and potential new organizations in the fields of energy,
natural resources, environment).
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AID/% QOrganizations would:

- provide policy guidance and oversight of evaluation,

- provide direct technical advice and services to missions,

- selectively obtain services for field activities through grants,
contracts, and core support agreements with other agencies,

- advise ISTC and other institutions on development problems that
require research,

- select or create intermediaries to carry out development activities
financed by funds from A.I.D. and their own resources, and

-  manage regidna]]y oriented activities that are not as practically
managed in the field.

Programs would be onz of four types by 1985 as follows:

Type It

Example:
Type II:

]

Example:

Prograns carried out by PV0s and other intermediaries,
partially financed by but not designed or specivically
approved by A.1.D. In countrics where today's relatively
small programs have Tittle general impact on growth and
developmznt. Information on the general magnitude and
typas of programs would be maintained in Vashington or an
A.1.D. recicnal office. U.S. staff of 0-3.

NOTE: If it is the interest of the United States to
ensure 2 program of a certain size or maintain a direct
bilateral relationship with the government of any Type 1
recipient, A.1.D. could encourege selected intermediaries
to work in that country and a number of intermadiary
activities could be covered by a bilateral agreemant
(somewhat on the wodel of tha co-financing agreement used
in Indcnasia).

Benin, South Pacific, Chile

Program of from $5-15 million at 1981 levels, consisting
of projects in no more than two functional sectors at one
time (population planning in combination with health
activities would be considered a single sector). In
countries that can bencefit from development projects and
do not need, or are not yet capable of implementing,
large scctor programs. U.S. staff 5-10.

Liberia, Rwanda, E1 Salvador

o

jY
—
—~
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Type 1IT: Project-oriented programs of $10 million and up in

1981 and subsequent years, more or less in the current
A.1.D. style, gradually to be consolidated around a
Timited aumber of sectors. In countries where the
United States desires to commit a higher level of
resources and in which the participation of A.I.D. staff
makes a demonstrable difference in program effectiveness.
Staff of varying size depending on the relative consoli-
dation of the program.

Example: Somalia, Mali, Indonesia, Bolivia
Type I¥i_ Larger programs to prOVIde broad financial support to

one or twn <sectors, with substantial ohligations made
periodically to ass1st up to five years of country
effort. Staff to be limited to 8-15.

Example: Kenya, Sri Lanka, Honduras

(See attachment for illustrative criteria for and charactOPTStlcs of
program types.)

The Indicative Planning Allocation systam would determine indicative
levels for countries of Type 11, I1II, and IV.

The presi-iption is that Ty': IIT, which represents the current mode of
operation, will occur progressively less frecuently (in 44 countries in
1979, 24 1in 1953 and 20 11 1265).  In Lhc future, countries that have
aualified fer limited direct pIOJLCt assistance (Type I11) and show
promise Tor benefiting Trom and heing eble to manage larger financial
transters could male the trensition to & multiyear major sectoral
assistance progran (Type 1V).

Consultants have advised, and many A.1.D. managers have preposed, that
significant parsonnel efficiencies could be achicved by eliminating smeli
projects from mission programs (there is no significant difference in the
amount o¥ time and effort epplied to design, roview and approval of small
and lavge projects) and by fully funding every project at the time of the
initial obligation (thus eliminating annual review, justification and
1°go*iation) This plan therefore proposes a minimum life-of-project
cost of 55 million and full obligation at the start of the project,
assuming that more modest efforts could be handled by intermediaries.
A few exceptions to the minimum cost may prove to be compelling; among
these may be feasibility and design studies and pilot or contirol cases
upon which a later decision to fund a wajor project would depend.
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Intermediaries would include U.S. and multilateral organizaticns and
would range in type and relationship to A.1.D. from Appropriate Techno-
logy International, which is reiatively independent, to those which.take
direction from A.I.D. or would agree with A.I.D. to commit a specified
amount to a certain activity or particular country. .

The intermediaries would be supported because they serve A.I.D.'s
development purposes by:
- working at the community level engaging participation by local
residents and attempting innovative approaches to solution of
problems within the local cultural context,

- carrying out the kind of relatively small oroject that is innovative
or relatively "good" in the rense that it succecds in its particular
aims and is replicable, but which A.I.D. will no longer engage in
directly,

- implementing significant programs in certain functional sectors
to alleviate or advance understanding of problems cowmon to
developing nations, and

- mobilizing addition 1 financial resources to apply to development.

Chanaas in Procedures

The plan proposes that ALT.D. will make a number of changes in procedures
to curtail the amount of timz spent reviewing and concurring in the
actions of Tine managers, eliminate bottlenecks and unnecessary practices
and perimit greater allccation of staff time to country-specific develop-
ment planning, provision of spacial expertise to field missions and
evaluation of effectiveness (not so much of projects as of programs ).
Most of these changes (see_Part 1X of the plan)'should Le made in any
cese for purposes of ¢ood management. They have been suggested over and
over again by A.I.D. employzes, critics and consultants. If the proaram
is to expand while the staff ceiling is maintained at current level, or
reduced, the need to implement the changes becomes more compelling.
Moreover, in our view, 08 must be convinced that the Agency will improve
its management, especially by eliminating redundant Washington functions.

¥
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Most current operating -principles of A.I.D. are preserved by this plan.

- It does not recommend that A.I.D. become strictly a provider
of foreign exchange or that it seek financial return on its
development investments.

- It does not propose a change in the Congressionally mandated
effort of A.1.D. to implement Security Supporting Assistance
programns emphasizing as much as possible their effort on
basic human needs.

- It does not preclude a bilateral assistance relationship in
any country for which such a relationship is deemed to be
important to foreign policy.

- It does not prepose a reorientation to zinphasize, through
Tine of authority, functional sectors-over geographic regions.

- It does not recommend that the U.S. Government adopt the donor
model of the Vorld Bank or other major bilateral donors.

The plan assumes overall reductions in staff size and relative skills
nix of personnel, but c¢ozs not suggest specific structural changes
within AID/W to reorder the functional division of responsibility. We
will consider such structure changes as we begin to implement the plan.

Th

D

draft plan rests on some assumptions:

- that we will not seck amendment of the policy and basic authority
set Torth in Part I of the Foreign Assistance Act for Development
Assistance;

- that the A.I.D. progrem will continue to emphasize assistance to
poor ccuntries comnitied to help their poor people participate
equitably in the bencfits of development;

- that cconomic growth is a necessary ingredient of and precondition
for equitable provision of basic human nesds;

- that A.T.D. can be less directly involved in program management
than it is now and still manage public funds with due regard
for the need to demonstrate their effsctiveness;

- that A.I.D."s project-oriented approach implemented by relatively
large in-country staff is not appropriate to all U.S. purposes
or most cffective in all country circumstances;

- that intermediaries, including Private Voluntary Organizations,
can be more extensively used to support U.S. development interests
and initiate innovative programs;



that a number of possible procedural changes can reduce the
personnel intensity of the conduct of A.I.D. and are advisable
in any case to improve management;

-
that the repeatedly identified_QKQQCdufql_tht]enggks»ghgrac- ¢
teristic of current practices will not be eliminated until
staff levels, especially those in Washington, are significantly
cut, and :

that changes in the ski11s mix of A.1.D. personnel can be
achieved without a reduction-in-force.

Allocation of Staff Ceiling

The effects of the plan would be to:

- eliminate direct hire staffs assigned to Type I
by assigning responsibility to regional offices
bureaus in Washington or, at least, reduce each
0 to 3 persons (no more than two professionals)
to the Embassy;

countries
or regional
staff to
attached

- reduce U.S. staff levels in Type II countries to 5-10, in

Type IV countries to 2-15, and in Type 1I1 count

those necessary for operation in a limited numbe
sectors by 1983;

- reduce the need for foreign national staff erigag
port functions;

- transtcr some specific functional sector experts

ries to
r ot

ed in sup-

s .9., in

agronomy, veterinary medicine, tropical discases. from field
missicns to Washington to serve on central or regicnal tech-

nical resource stafys:

- increase the number of high caliber persoennal wi

skills in economics, social analysis, general de
planning and functional sector planning in the ¥

th broad
velopment
ield.

In addition, to thz extent that it would not increase Teng term COSts pmpzas™

and would improve efficiency, relatively large direct hire fereign - ,¢¢—€£””i;
national staffs could be partially converted to'contract status. oaff;;1~
(jl:‘ v 4 ’

The effect on total stafrt size and distribution would be determined by
conclusions on the need for technical expertise and evaluation and audit
functions in Yashington, the extent to which foreign national staff is

reduced, efficicncies resulting from procedural changes, a

nd the pace

of conversion of skills mix. A.preliminary estimate indicates that a

net reduction of close to 200 U.S. d;rect hire positions overseas (assum-

ing project managers for old projects are no longer needed
positions in Yashington could be achieved by 1983 or 1984.

) and 250

/7';%



Potential Issues

1. A common view in A.1.D., held mainly by line managers, is that

major changes in the manner of operation are not needed.

Elements of this view are that:  the program increase for
1981 is minimal in nominal terms and negiigible in real
terms; at least $200 million more is needed in 1981 to fund

projects squeezed out of the budget in 1979 and 1980; steady

expansion is possible by simply increasing the size of
projects; the financing of infrastructure (which the Agency
has done little of in recent years) will absorb large sums:

At annuel rates of inflation of 10%, the nominal
increasel of 42% and 1327 respectively in 198 and
1983 over the 1979 level now being implemented are
only 8% and 71%. Inflation is, of course, a mitigating
factor only if the average size of project ci:ligations
is also increased by at least the rate of inflation.
In the 1981 budget requests, the average funding for
each project is higher for 1981 than for 1979, Yet
57% of new projects propesed are for less than

$5 million cach and these together account for only
14% of the budget.

While the addition of projects from the "shelf" and
participation in multidonor infrastructure projects

could indeed account for the total increase in program

in 1951 and possibly 1582, such additions would impose
increasing sirains on staff stemming from the Agency's
projected-oriented approach and current project managemant
piveline,

Some in A.I.D. may be concerned that it may be more vulnerable to GAO,
Congressional Commitiees and pubTic criticism if its direct
monitoring role in project managemant is diminished.

Reduction in U.S. direct hire staff overseas in accordance with this
plan will have o be cccompanied by devolution of ncreased
responsibility for nplementation, monitoring, and evaluation

to contractors (contracted either to A.1.D. or, preverably, to

the host country) or to the host country itself.

Unless staffing constraints “orce tho change, it will

be difficult for many A.1.D. project nanagers to
recognize that a contractor op governnent will adequately
implement a project if it does not monitor as carefully
as they would have. .

The degree to which current A.1.D. practices are required
by law and Federal regulation or have been created and
imposed by A.1.D. itself in response to audit recommenda-
tions, Congressional criticism and conservative legal

legal interpretation will have to bo analyzed.
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A.1.D. will have to recognize that effectiveness can
satisfactorily be measured in terms of the broader
objectives of an activity, e.g., that if the

government alters a policy, establishes an institution,
increacas inter-ministerial coordination or funds a
program not previously in the budget, effectuation

of such <teps may be the most 1nportdnL objective of the
A.T.D. activity. And in so recognizing A.I.D. will have
to be prepared to explain and defend its effectiveness
to itself and its critics.

Similarly, the effectiveness of intermediary programs will have
to be measured, a priori, by analysis of the management capacity,
fiscal responsibility and comnitment of resources to development
activities and, post hoc, by periodic evaluation of the work

that is partially funded by A.I1.D.

Expandad use of contraciors to implement, monitor
and evaeluate projects and programs or to replace direct hire
foreign nationals may cost more.

Although somne increase in the use of contractors for monitoring
and-cvaluation can be anticipated, change in the style of A.I.D.
involvement would place more of that responsibility upon the
recipient country o iniplementing organization.

Analysis of tha relative costs of project management by
A.T.D. direct hire staff and by contractors has never
been brought to & satisTactory conclusion partly because
it has been difficult Lo define comparative costs of
overhead. Thoe focis are sufficiently controversial to
suggest that constraint on staff size should be the over-
riding factor in a decision on functions to be relegated
to contractors.

Conversion of 7unctions carried out bj foreign nationals to
contract status, howaver, could involve increased financial
costs--on a ono-time basis i costs Lu scparate employces are
hign end, depending on the situation, on a continuing basis
if contractor overhead is more costly that the attributed
overhead and bznefits provided to a direct hire enployee.

Other costs may be incurred, again depending on the

situation, if staff continuity and cmployee loyalty are
affected by a change to contract basis. On the other hand,

a mission may be able to attract skills that it cannot now

pay for under the compensaticn classification system of

the Department of State vh1ch governs salaries paid to foreign.
national employees.
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The practice of periodic multiyear funding for the larger
programs of A.1.D. raises the question whether it would be
acceptable to countries to veceive a commitment of funds in
some years and no new U.S. commitments in other years.

This issue is more likely to be raised by a
U.S. Ambassedor to a country than by the
country itself because the "lumpiness” will
occur in commitments but not in disbursements,
which represent, after all, the ectual transfer
of resources.

By reducing the size of its field missions A.1.D. may not

be able to play as important a role as in the past in certain
areas in which A.1.D0. has shown a comparative advantage among
official bilateral and multilateral donors:

A.1.D. has bzen unique in having a field staff who
can identify and support progressive and reform-
minded elements within both the government and

the private sector,

Th2 staff has helped to build local constituencies
in support of new and innovative approaches to the
problems of development.

Close and frequent contact between local Teadership
and U.S. project designers and managors has often
been the critical ingredient in a successful
institution-building project.

The Tield staff has boon able to maintain the very
close working relationships with host officials
that have enablad it to analyze and adapt to
changing circumstances affecting implemantation

of progrems.

Benefits to poor poople will be less divectly measuredble in larger
prograins in wiich A.T.D.-direct hive staff are less divectly
involived.

It will be incumbent upon A.I.D. to analyze the medium

end Jonger term benefits expected froim the progrems and
si.iectively to cvaluate intermadiary and government

programs in order to identify problems and needed corrections.

If A.1.D. is not to be directly managing smaller and innovative
activities that are of special interest to some membecs of Congress
(in the general arenas of woimen in development, natural resource
conservation, appropriate technology, etc.) It may went to ensure
that intermediaries to carry out such activities exist and are
capable of executing them.

ul



Proposed A.ILD. Country Program Types

Criteria or Indicators of

Size of

Characteristics of the 'Program

Type Appropriateness for the Program Type $ millions
I l@tivnlv small rrogram size not Intenrediary programs only. n/a
nedl “~nlv amenoble to emansicn.
Bilateral agreecrent possible but
Activities are typic lly mall scale not necessary.
with 1ﬂ*t run caJhcpl\cs anﬂ lindted
inpact cn country growth & develemnent. Indicative planning allccation
not appliceble.
Human richts or camitmant problems
milita tc a0a~psf ofificial assistance
reaching the poor.
U.S. doés not have irreplacecble in-
country expertise resulting in
uusteal program effectivensess.
II Size or lacation make the countrv Limited to 2 sectors - 5-15
relatively less important to U.S. ..
foreign policy objectives. PrOj cts which, while not explicitly
. part of an overall devalopnawL
Middle income countryy needs technical strategy, can be critical in pro-
assistance to help solve critical woting growth and BEN
problems.
Iﬂt med ary programs not Lhrough
Country not ready or capable of A.T.D. missicas.
implementing larger secior programs.
A.I.D. assistance does not cxceed $1i5m
in 1981, though it may in later years.
...C-.\

Program in

Size of
U.S. Direct
KEire Staff

0-3

5-10



Proposed A.T

:D. Country Program Types Centinued

@

Size of
Criteria or Indicators of Program in
Tyre Aporopriateness for the Program Tvpe Characteristics of the Program $ millions
ITI Current program covers rorce than 2 Graduval reduction to 3 sectors 154+
sectors.
Consists mainly of projects but
Country is among larger Szahel can include scctor programs.
ocountries.
Intermadiary programs not through
Countxry not ready or capable of AL.D. missicns.
implenanting larger sector programs.
Status of country commiinmeont is
such that a damenstraticon appreach
-with direct U.S. involvernent is most
effective.
v Country has or will initiate a sector Multi-year obligations. 20+
cevelomment plan consistent with A.I.D.
objectives to meet basic huwran needs. Sectoral or cross sectoral
' orientation.
Countxy has instituticnal capacity to
developrent and inplemont sector plans. Possibly broader, development
plen orientatieon.
Country's broad develcpent strategy
is aimad at growth with ecuity. Policy change or program com—
ritrent by country required.
Country is undertaking broad struc-
tural reforws. Intermodia*y programs not through
AJI.D. missicns.
Need for external assistance to
finance reforms or ex pansion of
programs.
.

Size of
U.S. Direct

Hire Staff

10-55

8-15
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No. Countries
Program, $ millions
U.S. Positions

No. Countries
Progran,

U.S5. Pesition
motal

5. Countries
, $ million
Desitvions

Srams

rogramn
S

Country ?2roorzm

Illustrative
21972 1981
5 12
4 « 38,
12 10
8 .8
22 56
33 61
a6 35
778 923
877 843
- 5
- 300
- 67
57 60
[ © 803 1,317
981

1,022
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47

10
129
-1

24
1,127
.55¢9

13
850
187

59
2,153
839

12
84
34

20
162
81

20
1,270
482
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3,072
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IX. Procedural Changes that Hold Promise for Direct Hire Staff Savings

A.  A.I.D. has for some time been aware of the potential benefits
of a policy to fully fund each grant and loan prnject at the

time it is first negotiated with the recipient government

(with conditions for disbursement to be used to ensure



effective and egreed yse of the obligated funds), but
has not had the flexibility in budget levels to fully

implement such a policy or the will to implement it partially.

Savings in staff years could result

through elimination of the need to renegotiate ob]iéating
documents and procurement contracts annually, justify
incremental funding in the budget presentations to

Washington, OMB and the Congress, and reconsider the project's
relative priority at each stage of several annual budget

cycles.

A.1.D. program managers proposed $500 million for new projects
in 1981 and $1.2 billion for continuing'projects (including
some that will, by their nature, always require annual funding).
The following amounts would be neaded in 1981, in zddi*ion

to the $1.7 billion requested for new and continuing

projects, to Tind the estimated remaining costs of projects

begun in 1981 and earlier years:

Initial Year of the Project S millions
1978 and prior years 261
1979 249
1680 369
1981 291
Various (DS§ & PDC projecis) 230
Total 1400



Cven if A.1.D. elimineted all new projects fram the 1281
budget the funds saved would be insuificient to fully fund

‘ all prcjects alresady in the portfolio. Howzver, program
manzgars will be instructed to reduce the number of proposad new
projects in 1780 and 1981 in order to free up funds to
complete some ongoing projects. By 1982 the "mortgaging"
of funds for projects in the portfolio can be substantially
reduced and new budget will be available for programs carried out

by intermediaries and larger country projects.

e - N : .-

The"A.I1.D. Aam&%+s*rutcr‘w111 dlfsv+_ib&% steps “e-tak%n

to implement the program moditications and the additional
. L. . /G«w\\gora"v "-‘H.' \*\._Q-uc‘nom:’
changes listed below beginning in 1980. pesempanying
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1. An increzsed ﬁroportion.of cohtracting and other
procurement steps will be undertaken by the recipient
government inste;d of A.1.D. itself. Direct A.I.D.
involvement will require approval on an exception basis.

2. Supervision and management of budget allocations
will be decentralized.

3. Technical support and policy functions in Washington
will be consclidated.

4. 038 circulars calling for use of contractors when
such use is cost effective will be vigorgkously applied.

Functions-that are potantially more cost efiective )

'y

. under contract include: data menacement, Tiscal audit,

voucher examination ... travel arrangemants. \
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MEMORANDUM
TO: AA/PPC,.Mr: Alexander. Shakow
FROM AA/SER, D. G. MacDonald

SUBJECT: A.I.D. Program Size Study

We have reviewed the draft memoranda in which you comment upon and
describe a plan of action for responding to the concerns raised by

Mr. Ehrlich in a memorandum to the Acting A/AID regarding the projected
size A.I.D. program and our ability to manage a larger level of program
resources without an increase in staffing and, more likely with a
reduction in the staffing levels currently authorized. We agree that

a meaningful response to these concerns will require specia1 focus over
the ensuing weeks and that several of the areas<identified for such a
focus are appropriate. We do wonder, however, whether a comprehensive
examination of them would be possible in the time frame set forth. The
nature of the problem viould seem to suggest that a comprehensive response
to the question may have to be provided over a longer period -- phasing
the responses to initially cover those things which can be done
immediately to reduce direct-hire staffing requirements and reporting

on others as the various analysis/assessments are completed.

e are pleased to note the peper set aside a reorganization of the Agency
as the primary means for accomplishing the objective. While we recognize
that any major changes in the way the Agency does its business is certain
to have implications on the way it is organized, it is nonetheless
reassuring that a reorganization is not being proposed at the outset as a
"cure all". As you know, the Agency has experimented with various organ-

izational arrangements for carrying out the U.S. economic assistance

4%
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program. However, as this Bureau commented during the most recent major
reorganization, we need to be sure that the current structure is "broken"

before we attempt to fix it, and to avoid at al] cost change for the sake

A second central point is that we hope the effort will nét result in

attempts to "squeeze more ‘blood from the old turnip". Over the last

several years; managers throughout the Agency have been fOfced to take on

additional responsibilities, disproportionnte]y to the 1evéls of staff

authorized. e believe that the Agency has now reached the point where

it will not be possible to do more with fewer staff without,making fundamental chang4
in the way we conduct our primary business, the planning, development, anﬂ implemen-

tation of our programs.

Other general observations are as Tollows:

First, Congressional consultations should begin early-on if we are considering
moving toward a general pesture of austere staffing in Washington as wel] as
overseas, particularly 1if in our overseas posts we are considering the World

Bank modal. An overriding factor in developing a response to Mr; Ehrlich's concerns
1s the extent to which the Congress is willing to unshackle A.1.D. from the demands i
makes on us . and to curtail its labor intensive involvement in everything the Agency
does.  Also, we neced to know whether the Congress would be willing to give us the
relief needed in the operating expense budget, including Tifting the limitation on

o e S vt e

AID/M expenditures. Both factors argue for Congressional consu]tatfohs'begiﬁh{ng

[P

early-on rather than limiting such consultations only to instances when "radical

‘ changes are proposed". More to the p.int, with Congressional understanding and
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agreement, we could possibly begin in a relatively short time-frame to contract

=

for a number of functions currently performed by direct-hire staff. OMB Circular
A-76 offers us this opportunity in certain functional areas and we will soon be
discussing several "candidates" with the appropriate senior staff. T would
predict that the cost would be !.ighcr in comparison with the cost of exisfing

methods of operations which brings us back to the operating expense budget problem.
. S ] . ':l‘. ]

Secondly, I have become increasingly concerned that in.our zeal to assure that
sufficient staff resources are deployed to those functions adjudged to be on the
front Tine of development, (e.g., field staff, Geographic Bureaus, some Central
Staff offices, etc.) there is a natural tendency to ignore the myraid "adminis-
trative" mandates to which the Agency is also obliged to respond. While I
support the widely held view that staffing associated with our primaéy‘mission,
e.g., development, should be highest on our 1list of claims, we all should be

mindful that frequently compliance to the "administrative” mandates is not

optional and adequate staff resources must therefore be assured. Congressional

interest in Agency's administrative matters remains consistently high.” Involved
is the provision of a wide array of management, programmatic and operational
services and resources without which AID's line managers here and abroad could

not carry out AID's business. Also involved is, control on the use of those
services and resources for which the AID Administrator is held fully accountable
by the Congress and the public. Urless adequate attention is routinely given

to these areas, AID senior staff finds itself in a position with the tail wagging
the dog as we attempt to explain administrative neglects on the Hi1l. Our program

in the final analysis, is hurt by it.
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Thirdly, I believe there is considerable merit in drawing upon our historical
experiences for answers'to aseects of the problem. We know, for example, that
centralization of the program and management services into a single organization
in the early seventies resulted in large reductions in the number of staff
resources devoted throughout the Agency to these functions under the decentralized
arrangement. A total savings of was achieved. Thus, as a general
proposition, centralization of program and management services accomplished the
goal of achieving substantial staff savings and should be continued. Your review
might look at the areas in which duplicative staff have been deployed to the
Bureaus over the last severa] years to assure that these arrangements are cost
effective. 1 have the impression that considerable proliferation has occurred
with our technical staff, for example, which in some cases is clearly appropriate
and necessary, but in others, fits the category of nice things to do but ere not
critically important to our broad mission. A recent study of a Geographic Bureau
concluded that technical staff in that invironment were underutilized. Moreover,
we might consider matching functions which are primarily cyclical in nature
(e.g., budgeting) should probably be matched with functions which have a somewhat
different demand schedule so as to make maximum use of staff time. There are

myriad examplesin the program areas. For example,
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Turning to the areas identified for focus in the proposed study, you should be

,A

aware that within SER, several recent initiatives bear directly upon the broad

goal of demonstréting that we can manage more program resources with existing
direct-hire staff. These initiatives stem from the increased agency-wide

demand for SER Bureau services and the need to improve the level and quality of th%
services with Timited allocated resources: A guiding principle for these changes
is the desire to increase collective productivity through improved systems,

managerial approaches, etc.” Among these initiatives are:

(1) A recent study of subsequent and restructuring the Communications and Records
Management function. The primary thrust of the study was to improve the systems
network, associates with the service, improve collective and individual produc-
tivity and staff mora]e; expand the use of available techno]ogy/methdiogy in

order to make the service more responsive to client users. We believe these

goals were met based on early comments from impacked employees.

(2) A study of the Agency-wide System for Automatic Processing (ASAP) which has
the immediate objective of identifying means, in coordination with managers,

for saving both time and Tabor in A.1.D.'s day to day operations through the
application of automation technology. Booz, Allen and Hamilton, the firm conductﬂ%
the study has concluded in its preliminary report that "if A.1.D. applies
automation to the fine study process (ABS, CP, PID/PP, PIO/T and C, Non-Project
Assistance), there is potential for significant improvement in office productivity
and efficiency. Ve believe this report has real potential for accomplishing the
goal of doing more with fewer staff and should be taken into account in deve]oping‘
the Agency's response to the Ehrlich memovandum. 1 am attaching for your review

a copy of the Booz study outline.
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(3) We've also conducted a study of the Agency's Excess Property Program
which is currently managed by the SER Bureau. Again, the object was to take
a critical Took at improving the management of this program in relation to
changing external and internal requirements with the smallest possible staff.
We've just received the contractor's report on this study and will soon be

in a position to decide what actions and ultimate savings will be f-rthcoming.

(4) Uork on development of a Project Manager Hardbook is now underway. When
completed we anticipate measurable savings in project managers staff time as
they draw on the detailed information continued in this Handbook vhich is

currently obtained in an unsystematic, ad hoc basis.

Other examples are..........

SER/MP/THREE: GHJoe: 7/25/79:29714 e s



MEMORANDUM
TO: Acting DAA/SER, Mr. James T. McMahon

SUBJECT:  AID Program Size Study

Attached are copies (two sets) of the papers you requested,
including Section IX of the basic paper from PPC and earlier
papers written by Dave McMakin (SER/MO) and Rob Berrett
(FM/BUD) on the subject.

lle received Tast night/this morning comments from SER/DM,
SER/M0, and SER/CM -- copies of which are also attached.

You will note that the CM comment was provided by telephone

and refers to specific audit reports which, if used, should

be cited by their precise titles. CM has agreed to prcvide the
references.

Also Mary Wampler called to say that she too had comments and
will be providing them forthwith. COM has no comment.

As soon as the supplemental materials are received, we will
deliver them to you directly.

. /

Gwendolyn’ H: “Joe
SER/HP

Attachment
a/s



IX. Procedural Changes that Hold Promise for Direct Hire Staff Savings

A.

A.1.D. has for some time been aware of the potantial benefits
of a policy te fully fund each grant and Toan project at the
time it is first negotiated with the recipient government

(with conditions for disbursement to be used to ensure



effective and egreed use of the obligated funds), but
has not had the flexibility in budcet levels to fully

implement such 2. policy or the will to implement it partially.

(:::,}‘“L? Savings in staff
/ —— - - e .- . — et e et —— — e - - — — — . e e Ga— —-— .-. - "

years could result

' through elimination of the need to renegotiate ogligating
documents and procurement contracts annually, Justify
incremental funding in the budget presentations %o
Washington, OMB and the Congress, and reconsider the project's

relative priority at each stage of several annual budget

cycles.

A.I.D. program managers proposed $500 million for new projects
in 1981 and $1.2 billion for continuing.projects (including
some that will, by their nature, always require annual fund%ng).
The following emounts would be neeaded in 1981, in addition

to the $1.7 biliion requested for new.and continuing

projects, to 7ind the estimated remaining costs of projects

begun in 1981 and earlier years:

Initial Year of the Project S millions
1978 and prior years 261
1979 249
180 ' 363
1981 291
Various (DS§ & PDC projecis) | 230
Total 1400

(VAN
~
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Fven if¥ A.1.D. eliminated all new projects {rom the 1281

budget the funds szved would be insuificient to fully fund

However, program

managers will be instructed to reduco the numbar of proposed rnew

projects in 1980 and 1981 in order to free up funds +o

complete some ongoing projects. By 1982 the "mortgaging”

of funds for projects in the portfolio can be substantially

[y

reduced and new budget will be available for programs carrijed ouf

by intermediaries and larger country projects.

Caade e e =i
D Acmyﬁfs*ru*cr~w1]] dlfevt*xﬂa% steps bv~i;J;41

to implement the program modifications and the additional
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changes Tisted below beginning in 1980.

staff reductions wu]]-qﬁ%ﬁowu~ha~€#aﬁges~ rox he o
VPO C T S St o B
1. An increzszd proportion.of contracting and other

\\procurament steps will be undertaken by the recipient

overnment instead of A.I1.D. itself. Direct A_I.D.

involvement will require approval on an exception basis.

upervision and managament of budget allocations
will be decentralized.
3. Technical support and policy functions in Washington

will be consolidated.

4, OM8 circulars cailing 7or use of contractors when

such use is cost eftective will be vigorc®ously applied.

Functions-that are potentially more cost efiective

under contrect include: data manacgement, Tiscal audit,

travel arrangem=nts. ,

A

voucher examination and
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UNITED STATES GOVERNMENT

e JUN 291579 . memorondum

|
&?%}GB% SER/MO, C. D. McMakin

sumect: FY 1978 Program Increase with the same or lower staff

to: AA/SER, D. G. MacDonald

THRU: SER/MO, Jame&./\ Thompson

Having recently read Alex Shakow's useful initial draft of
June 12th on this subject, I am impressed that we are about
to again attempt to squeeze more blood from the old turnip.
While there may have been some in it once, it has long been
dry. For this reason, I am providing these reactions for
whatever use they may be to you.

First, I am impressed that no comprehensive systemic changes
are proposed. Rather, the changes are picking at the
margins -- but within the same underlying structure. Speci-
fically:

-— Marginal Probability for Savings. All of the ideas
for staff savings -- while useful -- arc probably of marginal
collective effect because they have been bled dry over the

O years. To try tc¢ trim a country program there and be more
efficient here is not likely to produce a significant saving
overall. When SA, new country programs and the real foreign
policy difficulty of reducing the growing number of country
programs are weighted together, these efforts to identify
savings will likely require as much time to staff out as they
will save collectively.

—-= Continued Basic Structures. No suggestion is made
which would really drastically effect the way we do business
or how we are organized to do it. Hints exist, but without
a basic mandate, will likely only further confuse (and hence
increase staff time) rather than clarify. For example, the
IBRD regional office model might work if we were willing to
adopt a new style of assistance. But the Africa experience
would suggest that regional AID offices and country staff
actually delay program development and implementation unless
authorities are more clcarly sorted out than they have been.

In short, we have exhausted the degree to which we can modify

the basic blue print of the 1961 AID apparatus without collapse
of the structure. We nced a new structurc if we are to survive.
The 1961 idea was rather deliberate in that it created staff

at several levels in order to place capacity with responsibility.
It was an cffective but expensive idea. While we have cut and

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan OPTIONAL FORM NO. 10

(REV. 7-76)
GSAFPMR (41 CFR) wl-n,@
5010)-112 o




o
cut it again (and again), we still have (thinly) :

—=- Functional and geographic bureaus with technical

personrel in AID/W;

-- Bilateral missions and occasionally regional technical
staffs overseas;

-= Delegations of Authority and extensive AID/W
pPre-authorization review of proposed projects;

—-= More labor intensive work (more social, environmental
and other special analyses; better work pPlans; more competitive
contracting; more technical assistance but less capital or
program assistance; etc.), more management (more contractors,
more performance monitoring and evaluation) but fewer personnel
and no reduction in the pressure of external audit, congressional
oversight and congnizance.

—— More demand for compliance, but substantial areas
where we no longer are abia to really comply with the full
intent of law or regulations, giving the appeardance of efficient
staff levels (for example, inventory management, records
Mmanagement, project management, contract ronitorship). Mistakes
and gaps which are discovered then give rise to adverse audit
findings and the conviction that more auditors are needed to
discover more arcas where people are in non-compliance.

One could elaborate on this, but the point is clear. We
should quietly re-think some of our basic assumptions about
how we organize to do our work if we are serious about our
commitment to:

-— maintain quality (and stay out of trouble);

-- increase program volume (more money at least);

—-- maintain present basic resource transfer mechanismg
(technical assistance and institution building); and

-= maintain or reduce pPresent staffing (recognizing that
many functions are understaffed now).

One approach to this might be to design a paper model of g
minimally staffed Agency imagining that we were starting from
scratch. To do this, one might agree on certain initial
organizational and procedural precepts and then Systematically
apply them to the construction of the model. The ideas and
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issues contained in this model could then be discussed and
decided with an overall rationale and integrity. We might

even end up with some efficiencies we had not imagined possible.
For example, basic precepts might include:

-- Commitment to the role of planner, coordinator and
financial agent, having implications for the kind and number
of staff we cnploy and the degree of direct involvement in
each country program, but suggesting greater engagement at the
Planning stages with other donors and AID-financed intermediary
organizations.

-- Making sharper distinctions between the several roles
of Agency units, causing more specialization, implying
economies of scale, “more expert respective talent pools and
an enhanced role for comprehensive country programming.

—-- Delegation of program elements to large successful
functional intermediary organizations -- or the stimulation
of new and relevant ones -- enabling AID to concentrate on
Planning, coordination and resource allocation.

== Generation of consortia with other donor organizations,
establishing separate and capable management capacity for the
larger projects initiated.

-- Refusal to engage in "retail" project management,
insisting that AID offices and missions, elaborate sufficiently
large (minimum sizes) scopes of work, with the result that
major impact is assured and separate management capacity by
the contractor/grantece quaranteed.

-- Insistance that AID missions identify areas of
assistance where pilot project replication is possible and
planned in the necar term, funding the whole thing from the
start.

-- Commitment that systematic methods will be used to
assure that future policy initiatives are realistically
costed before adoption, especially in terms of their workload
effect at the mission level (for cxample, the theory of savings
with host country contracting versus the reality of substantial
AID involvement).

Certainly, there are other ideas. But I am confident that
if we could gain agrecment on these foundation stones of an
"organizational philosophy" that a significantly larger
portfolio could be managed with the same or fewer staff than
at present. Without such a basic re-thinking, I fear we are
only in for more frustration and further over-extension of
our scarce human capital. This will result in further loss
of performance quality.
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doing Hors With Less
AAJSER, U, G. MacBonald

I share with wany 1n AID a concern that the draft proposal to do more
with fewer people wakes assumptions from an undefined recource base -
that is, the quastion of iiow our resourcas today fit or do not fit

our program nce and vinat has already been done in the aconowy dirsctions
proposed (and not for the first time) need to be realistically axamined,
including the rzduction of lavels of staff of various kinds, and
shifting to other ieans to et woryi done. e cannot, I belleve, simply
assusie that a significant cut of overseas direct-hirs positions is
practicable any longer if the proyram remains steady or increases.

While there is truth in the belief that almost anyone can always achieve
more, the AID classic apgroach 15 remniscent of the fiscal pelicy establfshed
by Ciwrchill as Chancellor of the £xchequer in the 1920%s. He stated that
silitary budyets would be based upon the planning assumption that siar would
not occur Tor ten years, with a movavle base advancing tha whola assumption
each year. As I racall, the assumpticn was still in offect {n the thirties,
Just before warestarted. AIU has similarly assumed that 1% can cut support
peoble any tiue 1t wishes to Jo so, Trom any base. %a did this in AID/i,
and effectively eliainated AIY/Y property inventories throuch one cut of
staff 1n 1372 with centralization, and others up to 1378. tlow we are in
trouble with Cornyress because of non-cocrmpliance and are putting necessary
direct hire slots back to ksep toe books straight.

Missfeas have similar situaticns, right now. Overseas, the many missions
wnich SER/MO stadf have visited in the past year are cesperate because of
reduced staff to do work still demanded by the program. Vehicles don't

run because we no lonGer have our coipetent shops or supervision. rroperty
records are ofilen poor or non-existant, contrary to statute. AbiTity

to even prepara legible purchase orders is now lacking in soize wissions,

3s GACU has noted, In most places we have one AID American administrative
manager, wio nust work competently with up to 23 of AI3's 33 liandbeoks

to ensurz proger mission support and adequata performance. e now typically
has Tew locels, and tioss are larcely low In competence, as a career Toreicn
national force has to a great legyrse disappeared. The new fAmerfcan Aabassador in
ane Souin American AID miission a3 observed that a local could probadly be the
AlD txacutive Officer, without reference to the skills required, and statutory
dewands for an Awerican officer te do certain taings, and without suggesting
that his cwn Administrative Gificer position, with faor Joss cemplexity of
responsibility, could be iikewise filled. So gees the i1lusicn around the
vorld.




Realities:

U.S. lirect tifre Full-Tiue overseas strength has increased some 15%
since 15756. dut, at tne same time, part-time employueat has risen
by 352, without ceiling constraint. Effective 13/1/85, GiB 2ulletin
79-11 will dipose a ceiling on part-time apploysent 7or the first
tine. Under this limitation, 17 today's NHON-FTZPP overseas staff
of 465 work 32 hours a week each, 372 new ceilings will be requirsd
within AID's existing overall limitation.

Foreiyn national full-time overseas esployment has remainzd steady
siace 1975. 3But, reported forelgn national contract ewployment has
risen by 3JG, and new aquals diract hire nusbars. Unreportad are
possibly thousands, {ncluding thesz under end product service contracts
and under JAY and employee association contracts, in what were once

AlU direct-hire functions and are still AID financed support activities.

GF some 2,600 remaining direct-hire foreign nationals, a large number
rclate to executive, program and project Asericans. The 1380 ABS
calls for 522 locals in this category.

The vorld's AID Centrollers employ about 430 locals, Auditors account
vor sose wora. coth are relatively irreducible numbers as long as we
do business the way we do.

There 1s scwe core direct iirve number necassary For adsinistrative support.,
W2 cannot operate a mail and cosawnications distribution system, for
example, and certain other functions throunh contracts. lowsver, the
1975-56 A3 already proposes annual cuts in support locals of 12% each year.

State has, essentially, no wore employuent ceiling to give us, even if
JAQ supuort works and can be expanced on AlD's behalf.

Conclusions:

We need to streamline programs and ihincout the onzs with low impact,
high overhead.

AlD ougnt to change its way of doiny business, siuplifying and reducing
voluies of preceauras and rules.

Well stated proyram contracts are the way te reduce direct hire and
operating expense support.

Contracts for scue more Toylstic support are feasibie. SERAHO 1s working
0a tnis aspect ncw.

de cannul depend on State oparations to either singificantly exnand

support services, or to save AID ceiling 1F they do. If they do, OF

costs per unit of service will also rise, and not decrease, and quality

and levals of servica ray Jecrease still further. ! Z/
¥4
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=~ AID must be very circumspect about support staff reduction possidilities
Tor the future.

-- It is not a cut of staff in lashington wnich will elininate "procedural
botilenacks charactzristic of current practices"., This i5 a
contradiction in terms and without change in procedures themselves, a
cut might even Turther slow down the proyram process. pPast cuts of
coaswnications staff have alresady had an adverse offact which s are
trying to correct.

SER/M0:JLThompson:saf:7/30/79



TO
FROM

SUBJECT:

OFTIONAL FORM NO. 10
MAY 1762 EDITION
GSA FPMu (41 CFR) 101118

UNITED STATES GOVERNMENT
Memuvrandum

SER/MP, Mr. Richard F. Calhoun DATE: July 30, 1979

SER/DM, Paul Spishak /}V‘/(

Draft Plan for Expansion

We have only two comments:

L.

We should avoid making early estimates of the potential staff
savings that might be achieved from the proposals-~at least
until the staff work is completed. People will remember the
450 positions to be saved (p.7) long after the assumptions on
which the savings are based wither away.

Page 13 of section IX lists functions "...potentially more
cost effective under contract include: data management,

fiscal audit..." There is no analysis to support this. A-76
does not even list a function called "data management." Rather,
it lists several functions under Automatic Data Processing. 1If
we are to include examples, we should select a variety from A-76.

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan



Joseph Watkins, SER/CM 5
Regarding p.g. (#3) ... Contracts may cost moEg... Based on a study
done for DA/AID be]iEVE‘Conc%usfﬁﬁ”ﬁﬁ?‘gga;;;;t different. Perhaps
FM should be asked to take another look if we make this statement.

Regarding the theme of placing more responsibility on the Host

Country for monitoring, a recent AG study indicates this has not worked

well to date. MNot likely this will change in the immediate future.

Provided by phone
July 30, 1979



August 1, 1979

MEMORANDUM TO: Gwendolyn Joe, SER/MP

7,
FROM : Mary{g/ﬁ:wampl er, AA/SER/SA
SUBJECT : Draft Plan for Expansion of AID Program

With Stable Or Reduced Staff Ceiling

1. The paper still does not address a major consideration - Con-
gressional concerns. AID was severely criticized last year for

not having technical personnel overseas. This year the House dehate
on the AID Appropriations Bill contained criticism of the large
capital projects still being financed by AID in some countries. ..
Can we get Congressional acceptance of the proposed changes?

2. The authors of the draft plan should also review a selection

of Auditor General reports regarding the problems encountered when
AID has failed to monitor adcquately programs financed by AID --
whether host country implemented or utilizing the services of an
intermediary. It will not require many "horror" stories to offset
the bencfits currently being reaped by private sector lobbying with
traditional anti-AiD Congressmen and Senators.

3. To develop the capability of many host governments to manage
their own idmplementalion in a satisfactory manner will require much
more public administration assistance than AID 1is currently providing
as well as a stable government which will use those talents when

they have been developed.

4. Forcing AID personnel to accept the new policy of less direct
AID menitoring will not alter the canability of the host gavernment
to provide an adequate substitute. Nor will it assure AlD of good
management. See the recent Host Country Contracting Audit Report
for examples of what happens when AID does not monitor.

ly
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G3A PrMn (0 CFTY) 101-10.0

UNITED STATES GOVERNMENT

Memorandum

Mr. Alexander Shakow,. DA/AID (Acting) pate: JUN 18 1979
- C

M. Douglas Stafford, FM"':'A-/b %

Rob L. Berrett, FM/BUD/{’/%

Personnel

I feel compelled to register a - seemingly very small -
minority opinion.- -

The basic premise of the current personnel exercise is that
AID indeed can implement a sharply expanded program with a
reduced work force. I would challenge this flat assumption.

Apparently few others share my concern on this point. I
was genuinely surprised at the lack of opposition to the
notion during the last Executive Staff meeting. Africa
Bureau Mission Directors were more cautious, but still gen-
erally ind:cated their approval. I can't help but wonder .
how many of these people affirm capability to handle a
doubled program by 1983 with current staff levels (as I
would) becausc they are certain (as I am) that the prob-
ability of achieving a program of this magnitude is nil?

Even if the Agency can implement a program twofold larger,
should it? And if it does, what will be the added cost in
terms of-higher risk, reduced eificiency, negative political
fallout from higher pipeline and more failures; and when
will these resultant costs begin to show?

Expanding programs with no increase of personnel has leen
a familiar refrain in recent years. Since 1976, the DA
level has gone up over 70%, with a constant staff, Was
the Agency so overstaffed and/or so inefficient back then,
or is our management in the field now siretched perilously
thirn - as I firmly believe?

Who can state just what losses the Agency is alreardy sus-
taining as a result of inadequate or insufficient field
management? How much more economical and effective would
our assistance be if time and talent existed to ensure the
best possible project designs, close mon? toring and prompt
remedial action when trouble is foreseen, more careful
screening of contractors and tougher negations, better

Buy U.S. Savings Bonds Regularly on the Pavioll Savines Plam
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coordination with the cooperating government and other
donors, etc. etc? Perhaps my concern then iIs not so much
that the Agency can launch a larger program, but that it
will - and the costs will mount.

One hears the argument that a prerequisite to an expanded
pragram 1s a solid case that it can be digested within
present personnel ceilings. Granted - but again I ask
whether this should be done. To do so not only immediately
forecloses the possibility of added personnel - which no
one denies are needed now (Explain this in the context of
assurances that a substantially greater program can still
be handled!) but also raises the specter of a cut in the
event the program is not expanded.

As responsible managers are we fully prepared to enzineer
‘a substantially larger program and incur the additional
costs and risks? Phrased differently, to what extent do
we have at least a concommitar: responsibility to com-
municate clearly to IDCA, OMB, the Administration, and
Congress the trade-offs involved? Behind this question is
my convictiof concerring the imperative to register the
fact that there is indeed a limit - and, in the present
overall context, we are very close to being there!

The main thrust of the current exercise - the latest of

a series - is focused on programmatic efficiencies in the
field. This 1is surely important, although one might ques-
tion just how much slack still remains, but the larger,
potentially more fruitful area rececives short shift - the
proper placement and use of all the Agency's ceilings.
Foremost, this translates into the AID/W vs overseas issue,
and unpalatable as it presently seems to be in most circles,
at some point there simply must be recognition of the im-
perative to transfer more staff to the field - especially
if/as program levels increasc. (This does not hold of
course if the Agency is prepared to sacrifice its BHN
character and redirect its efforts to wholesaling assis-
tance.) Certainly, AID/W can handle a much expanded program.
And perhaps this would be a very good thing since it might
tend to curb somewhat the time they have to conjure up
additional administrative burdens to levy on beleagured
field staffs.

Doubtless many operational adjustments and organizational
realignments are needed now, and would significantly en-
hance the Agency's overall efficiency. However, since the
indicated purpose of this review is to make the case for an
expanded program, I see little prospect hard issues will be
dealt with or any substantive decisions forthcoming. Actions



do not normally flow until forced - a point the Agency has
not yet reached - which leaves us to the vagaries of the
"invisible hand." I think this regrettable.

Can the Agency afford to preserve the sacrosanctity of cer-
tain organizational entities which happen to have their own
constituencies while constantly stretching thinner and
thinner the troops in the field? And can we continue to
pursue the multitude of interests peripheral to the Agency's
main business of developmental assistance? I submit that

we must not.

In sum, what I think I'm trying to communicate is a deep
concern over the continuing trend of expanding programs -
together the parallel growth of administrative overburden -
with no increase in implementation workforces in the field.
The Agency surely can handle a program larger than the
present one, but a price attaches:

- The character and effectiveness of
the assistance.

The cost of its implementation.
- Organizational gcals.

Increased risk

etc., ete.

I believe this should be carefully considered, and com-
municated to those concerned,

Ccc:

Mr.

Robert H. Nooter, A/AID (Acting)

\
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C. 205213

July 31, 1979

MEMORANDUM
T0: AA/PPC - Mr. Alexander Shakow

SUBJECT: Draft Plan for Expansion of the AID Program with Stable or
Reduced Staff Ceiling

In your July 25 memo on the above subject, you requested comments on the
Draft Plan by Wednesday, August 1, 1979. The following represent my com-
ments which I have developed, taking advantage of reactions from some PM
staff and Joe Toner who, as you know, is working in PM on the implement-
ation of the Obey legislation. I shall make some general observations,
then gear specific comments to specific sections of the Draft Plan.

GENERAL. My first comment is very much related to the Obey principle,
T.e., AID must insure that in its planning and policy deTiberations and
decisions, overseas experience in analyzing, negotiating and managing
development programs in the field should be brought to hear. I hbelieve
the paper is a prime example of the need to implement the Obey principle.
The major weakness in the Plan is that it shous a Tack of oveiseas
experience in the realities of putting together and managing development
programs on the ground over there.

The overall model for the changed programs and management of them appears
to be cloce to that of the West Germans, Canadians and the British., It
vould be most appropriate--and 1 am sure revealing--to study the problems
these other denors face in accomplishing their tasks. Even without a
specific study, those of us who have spent many years in overseas missions
have acquired certain perceptions of their probleins through associations
and discussions with them. Their most often voiced problems are: inade-
quate personnel on_the around to plan, monitor and evaluate their programs;
inadequate staff on fho ground to accomplish or insure lTogistic support
(e.g., "get necessary commodities through the port"); a sinking feeling
that they are failing in their prograiis because they simply must depend too
much on others (host country officials, contractors) over whom they neither
have control nor can they monitor closely enough. Because of these deeply
felt inadequacies, these other donors are forced to piggy-back on programs
and projects of IBRD, ADB, and other multinational assistance organizations.

There 1is another observation related to other donor programs that is not
often talked about, but which has a signiiicant impact on all Western

MANAGER_TO MANAGER
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World donor programs in developing countrie:s. The fact is that because

we have had resident USAIDs, we have had the capacity (to a larger or
Tesser degree) to do a considerable amount of analysis of the development
needs of our hosts. Our USAID, in almost every case, becomes the reposi-
tory of information on economic and development conditions in our host
countries. We then become the source of such information for other donors,
including the muTtilateral banks. Because of this, we are not only able to
play a key role in coordinating assistance in those countries and to a
great extent influence other donors in their decisions on the type of pro-
grams and projects they undertake. This aspect of our unwritten assistance
may not be quantifiable, but I assure you is significant.

There are also tactical considerations both internal administration and
with Congress as follows: In appearing to acquiesce in a plan for
developing and managing increased program levels with fewer personnel, we
could be facing a major trap. Wer2 OMB to later hold our actual FY'83
estimates to current levels, they could insist on even deeper cuts in view
of our apparent agreement to "do more with less."

There is also a mine field in assuming that a slack in the field can be
accommodated from AID/W. If field numbers are significantly reduced, it
is hard to conceive that Senator Inouye or Bill Jordan will pass the
opportunity to belabor us on an unbalanced field-AID/W direct hire ratio.

SPECIFIC COMMENTS - PROGPAM TYPES AND MANAGEMENT STYLE. I certainly agree
with the proposition in the introductory paragraph that "AID may need a
varicty of approaches if it is to get maximum impact...." It appears,
however, that the theme of the PTlan is to restrict the variety of approaches
insofar as AID direct management is cencerned. The principle of using
intermediaries in most instances for execution of programs and projects is,
I hope, acceptable to all, but this still requires for effectiveness that
USAIDs have sufficient staff to monitor and serve as U.S.G. front person
with both host gove.nments and official contacts with other donor govern-~
ments. I realize the purport of the Plan is to lessen the direct
participation of DH program and project officers, but our past experience
indicates that in most country situations intermediaries such as PVOs and
contractors will have a very difficult, and in many cases impossible, task
without USG official participation--to smooth the wdy; to run interference;
to negotiate agreement with governments.

If our preferred mode for contracting is to use the host country contract
roule, again personal experience has shown that a knowledgeable AID officer
must be close at hand for almost daily consultation on AID requirements in
administering AlD-funded contracts--host country and direct AID. If we
stop requiring competitive contracting, minority consideration, cost
comparisons, ctc., we may be able to allow less close monitoring, but I
don't see in the Plan specifics on reduction of AlD-specific requirements

MANAGER TO MANAGER

Jq\



MANAGER _TO_MANAGER
~3-

for contracts, nice as this would be from the practitioner's point of view.
I question whether either the Congress or the GAO will allow us this relief
from direct accountability.

I have a serious problem with a from top-down imposed policy on the minimum
size of projects. The small project is more often than not the linchyin in
a whole series of sectoral development plans. The banks, by policy, don't
finance the small ones. Theoretically the host country or another "smaller
donor might be expected to finance them, but it is more often than not a
question of appropriate timing and control of the smailer activity. I fear,
based on experience, that the narrowing of our application of funds to one
or two sectors with larger obligation will come shattering to the ground--
"for want of a nail"--without the small piece of the action that may be the
missing ingredient. The $5 million LOP minimum will, no doubt, tend to put
us further away from the poor (in search of larger projects) and hence
mitigate againsi AID's direct effect on the BHN principle. Under the mini-
mum project cost rule, if 1 were a Mission Director, I would be searching

at all times for the infrastructure project or other less direct contact
projects in order to obligate more money.

"

On page 2 of the paper, second paragraph under "The Plan," which deals with
tailoring programs with the host country and using AID direct hire personnel
to influence policy decisions of the host government, there is one element

of the inevitable situation not dealt with, but most important - desire. We
talk of a country's "need, comnitment and capacity," all of which are
required and can be taken account of in objective analysis, but the nmost
important factor and principal element of success in the real world out there
is a desire to make the hardest of decisions absolutely required if effective
development efforts are to be successful. Influencing our hosts in terms of
policy decisions is critical to the success of our programs. It is, however,
the most difficult part of our work to accomplish.. In earlier days, with
different fundamental goals and types of projects, the most successful ele-
ment contributing to our influence capability was more money, e.g., add a
commodity import element to our program along with a fundamental institution-
building technical assistance effort. The CIP was the sweetener which made
the tougher project palatable. Teday, however, when we are, by congressional
mandate, trving harder than ever to keep ours and our hosts' attention on

the most difficult problems affecting basic human needs and equitable

growth, the task of infiuencing policy decisions is an incredibly difficult
one. First must come the acceptance through real conviction of the validity
and political as well as humanitarian need for concentrating on the plight

of the poor. To get to this conviction on the part of our hosts is an
intensive long “erm, single-minded process. Most Mission Directors, I'm
sure, will tell you that during the whole of any first tour in any country,
they will have just scratched the surface in terms of persuasive dialogue.
This takes months and, in many cases,.years of convincing and understanding,
backed up by a lot of analysis and, not the least import, personal

relationship.

MANAGER TO MANAGER
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Despite general disclaimers, the thrust of the Plan would inevitably
increase the AID/H complement while reducing the field complement. This
would appear a ncn-starter on the face of it, because I have no doubt that
we would require at Teast current staff levels in AID/W and overseas to
"modify" project pipelines and conduct what are sure to be painstaking
negotiations to do so. In the absence of this approach to the pipeline
problem, there is just no reasonable (or understandable, on the part of
our hosts) way to move to the Plan-type operations before FY 1983.

The Plan in one part (page 7) states that a RIF will be unnecessary. In
another section (last page table), it posits a much reduced overseas Jeve]
which we here in PM could not accomplish without a RIF. As you know, a
RIF would more than Tikely wipe out the Agency's so far successful effort
over the past few years to achicve today's skills mix.

The assumption is that local foreign national direct-hire employment can

be readily shifted to contract needs qualification. While it may be
possible to gradually shift more support personnel to contract, similarly
moving professional cmployees--who in many instances operate in lieu of

U. S. direct-hire employees in planning or managing projects or activities--
would be inappropriate. A further complication would be that moving direct-
hire foreign nationals who are now under Civil Service Retirement to
contractor status could create morale problems and likely uproar.

The plan would give difficulty in implementing the intent of Section 401
(the Obey Amendment). Decreased workforce levels overseas will inhibit
ability to cither convert GS personnel and assign them overseas for
experience, or will diminish oversecas opportunities for FSR's initially
hired for AID/W assignment.

I have tried above to articulate intuitions related to overseas experience
(mine and cthers) that are called up when reading the plan. There are

many more detailed clements of the Plan I could comment on, but there

simply isn't time within your deaaline for development of detailed comments.

In summary, I find it unconscionable that the basis for the Plan has no
philosophical root in a process of development, but rather two aspects of
U.S. internal parochial concern--we must cut down the number of USG

employees working at it, but we want to spend more money cn the program.

As far as I am concerned, there could be no more disingenuous motives. The
Plan may be imposed out of concern for the above, tut it is my honest opinion
that it docsn't fit the real world of what we must do if indeed we are
interested in helping the poor of this wor through the real process of

development. ,
7
()' \,C[/l
rdoh B. Ramsey
rector ¢

ffice of Personnel Management

cc: (Pagg 5)
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A/AID - Mr. Nooter Mr. Erlich
AA/AFR - Ms. Butcher Mr. Bennet

AA/NE - Mr. Wheeler
AA/LAC - Mr. Valdez
AA/ASIA - Mr. Suliivan
AA/DS - Mr. Levin
AA/SER - Mr. MacDonald
AA/PDC - Mr. Raullerson

MANAGER TO MANAGER




DEPARTMENT OF STATE

' AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D.C 20523

GENERAL COUNSEL
August 2, 1979

MEMORANDUM
TO: AA/PPC, Mr. Alexander Shakow
FROM: GC, Markham Ballﬁﬂ%;

SUBJECT: Draft Plan for More Aid with a Smaller Staff

The draft plan quite rightly stresses the importance of
bringing A.I.D.'s country programs into focus, and of
avoiding dissipation of our efforts in too many small
projects. The paper anticipates. and discusses many of the
problems that must be considered and resolved before the
plan is adopted. Let me suggest some additional issues:

1. There needs to be an analysis of the effect of a $5
million lifec-of-project floor on the Agency's project mix.
0 Will this floor greatly alter the kinds of projects the
Agency does or the sectors it works in? If such a floor
were applied to A.I.D.'s present portfolio, we would doubt-
less find ourselves much more heavily into infrastructure
projects and less involved in technical assistance.

2. Rather than a rule requiring minimum life-of-project
cost of $5 million for every project managed by A.I.D. (and
perhaps rather than a restriction to operations in limited
numbers of sectors), it may be better to put a wmaximum on
the number of projects that may be obligated in a given
country in a year, leaving it to vhe mission director and
bureau to allocate resources among projects and to continue
a few smaller projects in the mix, if they choose to do so.

3. In the case of projects in areas of special Congressional
interest -- such as women in development, energy, environment,
and human rights -- it may be necessary to provide for the
possibility of exceptions to the $5 million minimum, as well
as to seek out intermediaries for these projects as the

paper suggests. -

4. How will the proposed limitations on numbers of projects

and project size relate, if at all, to the Housing Invest~

ment Guaranty program, the Reimbursable Development Program
' and Economic Support Fund programs?

Q\J
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5. Note that the proposal for full obligation of projects
in the first year may cause problems with Congressional
critics of an excessive pipeline. This criticism led to
enactment of Section 6l11(a) of the FAA, which may be more
difficult to satisfy if all projects are to be fully funded
at the outset. Since "no year" appropriations are apparent-
ly a thing of the past, there is a greater risk that deobli-
gations will cause funds to revert to the Treasury.

6. "Type IV programs," I gather, would use funding devices
comparable to the old sector loans and granis. It would bz
useful for the paper to consider other devices for doing
more with fcwer people that were considered by the task
force, but apparently rejected. These include projects that
piggyback on MDB projects; projects (such as Bangladesh
fertilizer) in which commodity imports are tied to economic
structural change; and projects modeled on P.L. 480 Title
ITI projects (although my suggestion of the Title III model
may merely be another way of saying that we should rely on
host government planning and implementation, and on host
government rules and procedures rather than our own, when we
can) .

7. Suggestions to usc more contractors will have to be
evaluated in light of OMB guidance limiting the use of
nonpersonal service contracts, A.I.D. regulations limiting
the functions that may be performed under personal service
contracts, and appropriation act limitations (past and
anticipated) on expenditures for personal service contracts.

8. To reflect concern with getting the biggest bang with
the taxpayer's buck, would it not be appropriate to propose
to OMB that our overseas operating costs be limited on a
dollar basis only, and without regard to the numbers of
direct hires? “This would permit increased hiring of rela-
tively inexpensive local hires, and arguably, permit us to
provide a constant level of staff support for A.I.D.'s
overseas programs at a iower cost and with fewer MODE
problems. )



July 31, 1979

MEMORANDUM

T0: AA/PPC, Alexander Shak

FROM: OPA, James McCulla ¢z‘¢j;%Q;¢;.cfzzgéZZZZQ;______

SUBJECT: Comment on AID Funding-Expansion/Personnel-Reduction Plan

I have a comment - from the perspective of a 2-year agency veteran,
with 15 hours of grad econ and one longish trin to the Third World
(in this job) under his belt:

One thing that I have run into consistently in development theory
courses is speculation about the role of the elusive "residual factor"
in growth.

Here are a few statements to clarify what I'm talking about:

Gerald M. Meier, in Leading Issues in Economic Development: "Empirical
studies of the sources of growth in output in a number of countries

have demonstrated that much of the increase in aggregate production over
a Tong period cannot be explained by an increase in only the standard
physical inputs of the factors of production. A large part of the
increase in total output remains *o be attributed to some "unexplained
residual factor' in the economy's aggregate production.

Moses Abramovitz: The reswdual factor is "a measure of our ignorance."

Hla Myint, writing in Economica: "The problem of promoting rapid economic
development in these countries may ultimately lie in the realm of social
and economic dynamics of the sort we do not at present possess...."

Alfred Marshall examines technological and organization changes, and
finally comes down with: "Man is subject to increasing returns."

A11 of which Teads to a comment about the issues raised in Point 5,
page 10, of the plan draft.

As previously noted, I haven't been around here very long. And my
experience in the Third World is limited. But I did have an opportunity

to spend more than two intense weeks examining AID projects in Java and
Sumatra. And everywhere I went, Alex, both Americars and Indonesians put
greatest stress on personal relationships when asked why & project was / «—
succeeding.

1]
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I heard stories about the mission director, and the director of our
largest project there, working very closely with heads of the national
government's planning, public works, agricultural and what-nave-you
departments, to show them how they could cooperate with each other,

now they could divide responsibilities, how they could take on new

jobs and give up turf gracefully, how they could introduce new concepts
into the budcetinag prccess. and so on.

[ saw a nurber of cases where, obviously, the American and his
Indonesian counterpart worked together beautifully, jointly motivating
the farmers, or giving courage to the settlers.

Well, you get the point.

I came away with a very strong feeling that the essence of "technology
transfer" could be found in the advice of an experienced American to
his inexperienced Indonesian associate: "Here is what we learned to

do in a project like this on the Colorado River." And the essence of
education may be in the question by the American project manager aimed
at the local native supervisor: "Why haven't these canal banks been
repaired? If they aren't, this thing will 7ij-up in a few weeks."

So although the money obviously is necessary, the critical part
appeared to be the people-to-pecple relationship.

Hence my concern over the possibilities raised by Point 5, page 10,
discussing the possible outcorme of the reduction of AID people in
the field.
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SUBJECT:

* PTIONAL FORM NO, 10
JULY 1973 EDITION
GSA FPHMR (41 CFR) 101.11.68

UNITED STATES GOVERNMENT

Memorandum

AA/PPC - Mr. Alexander Shakow DATE: August 2, 1979
AA/NE - Joseph C. Wheeler
Herrick Paper on Expanding Program with Less Staff

While the “deas in the Herrick paper have a certain
appeal, I don't really think they can lead to the kind of
development programs we want to support or the personnel
savings promised.

1. Greater Use of PVO's and Other Intermediaries

We have no problem with trying to use intermediaries
more. We use them a lot now. But they have some serious
weaknesses which are evident to us as they try to move
from welfare to development projects. We give them what
help we can, and we expect their capacity to grow as more
difficult problems are tackled. We neced to keep in mind
that PVO's are not welcome in all countries and they have
only limited ability to influence host country policy
and program. AID staff in the field and Washington will
continue to be required if PVO's are to try serious
development issues. Two other points. Our program with
PVG's would be wiped out if a $5 million life-of-project
limit were applied. We know of no countries in this
Bureau prepared to reccive the bulk of its assistance
through PVO's.

2. Limiting Sectors of Involvement

Our areas of involvement reflect our own as well as
Congressional perceptions of the development tasks we
should pursue. We also think they reflect host country
interest as well. We are giving up too much ability to
deal with legitimate development objectives in limiting
ourselves as proposed.

Furthermore if AID is unwilling to work in enerqgy or
education or healtn, we will soon find, in domestic agency
legislation, authority for work overseas since each sector
has its own Conyressional support. We don't need to work
in every sector in every country but we need to look at
each situation to see what makes sense in the circumstance.

A\
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3. Limiting Project Size

We certainly need to be sensitive to the cost
effectiveness of small projects, particularly in terms of
manpower needed to design or manage these projects. But
small pilot undertakings can be the building blocks
of later province wide or nationwide efforts. 1In this
manner an Egyptian family planning household distribution
scheme moved from 1 village to 38 villages to the province
and now prospectively to 4 provinces in a period of 6
years. We will lose something important if we insist on
starting too large. 1I'm also afraid that arbitrary limits
will only encourage the skillful packager in creating
basket projects or scctor projects which will bring new
management and implenentation problems.

4. Turning Functions over to Contractors

This Bureau believes in wholesaling, in maximum use
of contractors for most design tasks, much evaluation,
and all project implementation. We use the collaborative
assistance method extensively in agriculture and education
project development and implementation. Since we are
alreedy doing this, we see no potential for saving manpower
in either the field or Washington. Ultimately AID
direct hire staff is responsible for passing on the
adequacy of the work of the contractor, on deciding that
the proposal makes scensce and is worth funding, and for
monitoring implementation and deciding on future funding.
We cannot do this job well long distance and without
minimum essential staff.

5. Changing the Mix of Skills

Missions need technical people to perform effectively.
There aren't any generalists, including Mission Directors,
able tc take on all subjects, without technical on the
ground knowledge. We won't get to the policy issues
unless we know what we are doing and have something
sensible to say. (There is an issue in the Agency of
whether we need to staff with technical generalists or
specialists which needs to be aired and could affect
staffing levels.)

6. Limiting Mission Size

We need to start with the development needs of
countries not mission size. We tried to apply the four
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model country typology to our DA ané SA cases and find no
fit. I am afraid what we are offered is less program with
less people,

7. Other Issues

As I stated at our budeoet review, we need to be clear
on what "redundant functions" it is proposed to forgo.
I am certain that in this complex operation we can improve
our procedures, but I suspect that when all the conflicting
demands of prudent management, foreign policy and host
country interests, legislative requirements, and
Congressional interests are overlaid the opportunities
for significant alteration of the system and manpower
savings are quite limited. It is very risky to characterize
these functions, concerns and requirements as redundant
unless we can be specific about what functions we are
talking about and arc sure which ones can be modified to
afford manpower saving.

We endorse life of project funding. We think there
is better use of cxisting AID/W and field staff than
ranaging annual funding increments. We do need to be
sensitive to project size. We also need to develop
corncepts that are acceptable to all Burecaus on the range
of technical skille the Agency should deploy to the field.
My Jmpression is there arc significant variations among
Bureaus and I believe there may be some personnel savings
to be found in this arca.

cc:
AAs

Acting A/AID:RHNooter
A/AID-Designate:DBennet
IDCA-TEhrlich
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MEMORANDUM
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FROM: AA/ASIA, John H. ‘Sullivan /’//

rt’/" )
SUBJECT: Draft Plan for Expansion of the AID Program with Stable or
Reduced Staff Ceiling

I welcome the opportunity to comment on the draft plan. It is a useful
step in the ongoing process of keeping AID's operations as efficient
and effective as possible, a process that must be part of our day-to-
day management effort. It is particularly appropriate that we should
question our "normal" ways of doing business now, as a new organiza-
tion (IDCA) and new lcadership (Ehrlich, Bennet) come into place.

The paper has spavked lively discussion and some controversy within

the Bureau, which is entirely healthy. Out of our discussions has
emerged a consensus that within the universe created by the paper it
has many cogent things to say. We believe, however, that this universe
is too narrow and ignores or understates some essential elements of the
U.S. bilateral assistance effort.

Essential Elements

These elements include the following:

1. The basic purposes of the "New Directions” legislation--that AID
aim its assistance at the rural poor in poor countries--will not
change.

2. In order to command confidence and resources from the Congress, we
must be able to demonstrate that we are reaching, as directly as
possible, the intended beneficiaries.

3. In addition, we must--if we arc to keep this confidence and claim to
resources-~-convince the Congress and the U.S. taxpayers that we use
our appropriations prudently and efficiently, minimizing waste and
corruption.

4. Pipelines, while an unavoidable in a growing program, must be kept

to a minimum: Undisbursed funds help no one, are eroded in impact
by inflation, and weaken our arguments about needs for more money.

MANAGER-TO-MANAGER
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5. Budgetary allocation decisions involve a number of actors--State,
OMB, NSC, Treasury, USDA--some of whom are concerned with jssuas
other than those of development,

Each of these elements have manpower implications which cannot be

ignored as we would seem to be doing if we acted to apply across-the-
board personnel reduction formulas or assigned countries to categories
which then determined their personnel mode. Such behavior would run
against what we know to be possible. Further, it would call into
question our commitment to the provisions of the Foreign Assistance

Act and the interpretation which consistently has been given it by

the responsible Congressional committees. Note for example the following
passage from the June 1979, House Appropriations Subcommittee report

on the Foreign Assistance and Related Programs Appropriations Bill:

The Comnittee encourages AID to place more of its Washington-
based personnel in the field. The Committee expects the personnel
in the field to spend a good deal more of their time in the
villages or in the countryside, implementing U.S. projects,
identifying the needs of the poor, and maintaining proper liaison
with villages ana community leaders. Greater emphasis must be
placed on personal contact in order to “eep in touch with
development needs and to detect potential problems at an early
stage. The personal give and take between AID personnel and aid
recipients would seem to be an invaluable tool for program
management.

Asia Burcau Experience

At the recent ABS review the Asia Bureau was cited for being innovative
in its approach to managing operations abroad. The specific programs
were:

* The South Pacific program which works entirely through 1) PVO's,
2) the Peace Corps and 3) regional organizations--with a staff of
two professionals.

* The India program in which a large portfolio is managed by a staff
of 11, which is expected to grow very slowly, to a maximum of 20,
regardless of program growth.

* The Burma program which has two professionals in-country and for
which Tittle or no staff growth presently is projected.

We are pleased to be recognized, but most point out that none of these
arrangements resulted from the application of some external personnel
cut, but because they made good management sense in their specific
situations. They would make sense cven if personnel numbers wvere no
constraint at all.

MANAGER-TO-MANAGER
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In a similar vein, the Bureau has acted 1o increase the effectiveness
of its management by such devices as 1) emphasizing larger projects,
2) enccuraging missions to amalgamate activities (PVO co-financing

for example), 3) clustering project activities in a country in a few
sites, 4) using Peace Corps, 5) full funding of projects and 6) sector
concentration. In taking these steps we have, of course, been aware
of the need for being personnel spare--primarily because of our
interest in reducing the ratio of operating costs to program amounts
to the lowest possible number. The process, however, must be ongoing
and we always are open to jdeas of how to do business more efficiently,
while maintaining our effectiveness.

The Herrick Plan, on the other hand, seems machanistic in its application.
For example, it suggests that the Philippines could be a Category 1V
country by 1985 with a program run by 8 - 15 people. While we believe
that the Philippines mission has been somewhat overstaffed and are

taking steps to reduce both Americans and local nationals, such a

drastic reduction would put our program there in an untenable position
because:

The Philippines, as a human rights problem country, must have
suivicient Americans there to determine that our aid is going as
directly as possible te the intended beneficiaries--the rural poor,

Past evidence of corruption dirtates the presence of sufficient
Americans to assure that funds are being used in the ways intended.

Because most Philippine institutions are wedk below the ministerial
Tevel, sufficient Americans must be available to assure that our
projects/programs are carried forward expeditiously.

The important point here is that our South Pacific, India and Philippine
programs are staffed differently in response to quite different country
situations. The amount of annual funding is not the key factor, but
rather, our knowledge of what it takes to get the job done in light of
country-specific project negotiation and implementation requirements.
This flexibility must be retained if the Agency is to be able to handle
increased funding levels in accordance with the five elements I mentioned
above.

Problems of the Heriick Plan

The Herrick Plan concerns us also in terms of certain evident mis-
conceptions and erroncous assumptions regarding how we do business in
the field. Following is a number of key points where all parties
should reach agreement before we proceed to institute major modifica-
tions in how we vork:

MANAGER-TO-MANAGER {Y¢
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- Is A.I.D. in fact employing highly specialized personnel in
narrow technical roles overseas as the Herrick paper implies, or,
as is the case at least in the Asia Bureau, are the technicians
overseas being employed exclusively in project manager roles with
broad responsibility for project negotiation and implementation?

- Are there not Timits on what we can expect PV0's to accomplish
in light of their non-governmental status and limited capacity to
implement other than relatively small, concentrated programs?

- Can monitoring requirements in terms of ensuring proper and
- prompt utilization of funds be lTowered without running serious risks of
auverse audit findings?

- Con contractors undertake current monitoring and implementation
responsibilities especially in terms of handling the frequent requests
for deviations from policy and plans which are inevitable during the
course of project implementaticn?

- Are there not valid programmatic reasons for soine projects
under $5.0 million, especially for grants in suppcrt of loan funded
projects and for strengthening host governments planning and management
capacities?

- Is it realistic to expect that host governments can undertake
responsibility for procurement and contracting in light of experience
to date?

- Wil1l it be possible to iutroduce exclusive use of sector lending
in enough client countries to significantly expand obligation of funds
given present knowiedge of their development policies, commitment to
BHN objectives, and institutional capacities?

Arswers to these as well as other concerns about the proposed plan
should be addressed before the Agency so modifies its field missions
that they cease to be effective developmental entities, They now
provide the Agency with a unique comparative advantage over other
donor agencies, especially those agencies attempting to adopt BHN
objectives.

Recommendations and Conclusijon

With the above said, we would like to propose a number of recommendations
for increasing the Agency's capacity to administer an expanded budget
with fewer people:

- concentrate on strengthening field missions by filling existing
vacancies especially those requiring technical competence. This will
require reductions in central and regional burecau technical staffs as

MANAGER-TO-MANAGER
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well as an effective recruitment program for mid-level technical
personnel. We are not proposing large missions. We believe that
most Asia Bureau country programs, even with enhanced funding, could
be administered with a D.H. staff of 25, especially if authority for
employment of individuals under PSC's could be given without the
limitations currently imposed by Congress.

- conduct a rigorous analysis of central bureau staff to determine
which functions could be eliminated or reduced in scope, recognizing
that trade-offs are necessary given the assumptions on future ceiling
levels.

- review mission foreign national direct hire personnel staffing
to identify opportunities for transferring non-professional (e.g.
drivers, janitors, messengers) to PSC or contract status thereby
saving direct hire ceilings.

- encourage sector lending under those exceptional circumstances
where host governments have made policy and budgetary commitments
sufficient to give us reasonable expectations that BHN objectives
will be met. Sector lending should be only one of several approaches
availabie to a mission - not an exclusive one.

- authorize approval of projects with extended implementation
periods to permit Targer obligations and broader impact.

In conclusion, we wish to reiterate our deep interest in increasing
the operational efficiency of the Ayency and the Asia Bureau. While
the Herrick Plan has clear infirmities, it allows the issues to be
more sharply drawn. We look forward to a continued dialogue on those
issues in the days to come.

MANAGER-TO-MANAGER
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A Draft Plan for the Expansion of the AID Program with Stable
or Reduced Staff Ceilings: A Critique and Alternatives

I. Summary:

The draft plan should not be adopted at this time as an
Agency policy paper. It contains a number of interesting and
innovative idecas. However, we believe that in embracing some
aspects, particularl;’ the categorization of countries, we risk
taking steps backward. Serious development momentum in the
poorest countries could be undermined by excessive emphasis on
the use of intermediaries and unnccessary sector concentration.
Its valuable components notwithstanding, the draft starts from
a surprisingly candid assumption; i.e. that the maju constraint
to doing mcre is ourselves. That the absorptive capacity
problem may not be as predcminant in developing ccuntries as it
is in our own procedures.

It has always becn the assunption of this Agency that the
developing country was the center of the development process.
Accordingly, changes in the way we do business should begin
from the country perspective of effectiveness and improved
development impact rather than a goal of simply doubling budget
levels with an arbitrary staff level.

In Africa, more than any other Bureau, we have attempted
and made pregress with many of the ideas presented in the
Herrick paper. For instance,

- we already have significant use of PVOs and
intermediaries. For years the burecau has advocated
the selective utilization of intermediaries and has
even created them. i.e., The African American
Purchasing Center.

- we have large programs with very small staffs where the
development situation warranted. i.e., Zambia, Botswana.

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan
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=~ we have had small programs with no direct hire
staff. i.e., Malawi, Mozambique.

- we have initiated a frank and constructive dialogue
with Missions to plan, on a country specific basis,
to address the same issues.

The mechanisms suggested are not new and virtually all
combinations have been attempted in Africa. We feel we know
what works relative to Africa's problems, and what does not
work. Many of the directjons suggested in the draft have been
our mandate for several years. We can and will continue to
move in these directions with all realistic speed. This can
be accomplished, and preferably so, without the excessively
mechanical categorization of countries. It will be impossible
to do more with less withcut clear assurances on planning
directions. This is difficult, we know. However, with
assurances of larger budget availability Missions could and
would move to design, with governments and other donors, the
larger projects and programs. We have all been conditioned
to think small cvar the years and to approach problems on a
piecemeal basis because of consistently limited budget
availability in the past.

One important point must be emphasized. AID has been
singularly the most successful agent in influencing African
thinking on development problems and solutions. AID 1is more
sustained, comprechensive and reliable. Whether justified or
rot,we are frequently viewed as the innovators, as the
catalyst to bring various parties together to address a
problem. There is a consciousness to basic human neads not
coming from other donors. This development dialogue with
African countries is in many respects our only substantive
dialogue. We would loose this in all Category I and
Category IV countries. What we loose is not werth the savings
that we might achicve by deemphasizing "small" countries or
in reducing staff to move to Category IV type countries.

Rather, by fine tuning and carefully considered and crafted
adjustments in the way we do business we can achieve the
objectives. Some of the changes, such as life of project funding,
could result in radical improvements.

With that background we would like to suggest that there
are a mix of program, procedural and administrative reforms
which could perhaps more effectively accomplish the assigned
task with a more positive contribution to development effec-
tiveness.
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The issues being posed and the policy decisions which

follow.are so important that further investigation of
alternatives and mixes of reforms is essential., We also
propose that a small inter-agency group including

selected Mission Direcctors be namred to continue an

examination of possible program/staff modifications. The issues

under

consideration are too important to rush to policy

judgements too quickly.

Our specific critique of the draft paper 1s contained

in Attachment A so that we can spend more time outlining
some alternative ideas and approaches. However, first we
should look at some of the underlying assumptions.,

Erroneous Assumptions

which

A.

There are several assumptions behind the draft paper
should be questioned:

Small country pregrams as categorized by current vyear

figures will and should remain small. This assumption

unfairly selccts a number of the poorest countries for
restricted or token levels of assistance. In many
instances "smallness" is only a function of newness or
of limited budget availability in recent years. 1If any
categorization of countries is made it should be on the
equitable basis of the IPA exercise and relative neced.
In this regard the currently "small" programs in Togo,
Benin, Sierra Leone, Mozambique and Guinea have IPAs of
$20, $25, $22, $66, and $38 million respectively.

Doubling the program by 1983 with existing staff cannot

be accomplished without significant changes.

In most of the developing world inflation is now at
record levels. Rates of 20% to 30% are not unusual in
Africa. Therefore the amount of money being contemplated
is not significantly larger, in real terms, than we are
currently managing. If modest suggestions for larger
project units and life of project funding were actuated
a doubling of the program is theoretically possible with
fewer units of management.  If development effectiveness
is our goal then a different and country specific construct
of programmatic changes is more in order. Some specific
ideas are outlined in Section III.

PV0s and other intermediaries can systematically

contribute to meaningful development.

PVOs and many other intermediaries tend to treat
the symptoms of underdevelopment rather than structural



ITI.

-4 -

causes. However nocessary this work it contributes
little if anything to the institution building,
program replicability and policy changes that are
essential to the development process. The net

result of "assigning" the "small" country programs

to PVOs would be a limited impact on the poor.

In many countries wholesale movement to intermediaries
would be politically unacceptable.

D. We can move away from projects as the primary vehicle
for transfer of economic assistance.

While the movement from smaller project entities
is good in theory, it is difficult in practice. Most
LDCs particularly the poorest, must rely on preojects
for technical assistance, rural development etc. Program
grants or lending become appropriate only at a certain
level of econouiic scphistication. In the least developad
countries it is doubtful that basic human needs activities
could be undertaken except through "projects."

Alternatives:

The following is a random selection of program, procedural
and administrative reforms which offer, in aggregate or selective
mix, the possibility of more effective development impact, and
a doubling of resource transfers with little or no increases
in staff. They are random suggestions, in need of further
analysis, and are not presented in any hierarchy of import or
priority.

1. Program and Project Management Reform Alternatives

A. Life of Project Funding

= This han been widely discussed. Our assessment 1s that
substantial staff savings could be realized. Missions
could give increased attention to pruoject work plans,
evaluation and implementation. For Africa the
Congressional Presentation could be reduced from
403 project sheets to 60 or 70. Congressional
Committees would be able to "digest" AIDs reduced
CP and focus their attention to more in depth
review of projects. This would require a signi-
ficant one year increase in new obligational
authority to eliminate the mortgage factor for on
going projects.

B. Increasec use of Co-Financing with Other Donors.
Use of Other Donors, and International Organizations
as Exccutive Agents

We have not throughly investigated the range of
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possibilities for cofinancing with other donors

and the utilization of other donors as executing

agents. We have had some outstanding success

with projects such as the onchocerciasis program.

This is different frca reliance on PVOs and intermediaries.
For instance, in scuttern Africa a number of opportunities
for co-financing ha.e been informally discussed with

the EEC, U.K., Dutch, Germans, IFAD and FAO. In the
case of EBC and FAO they are willing to act as

executing agents. Co-financing projects can be

designed in a manner that the day to day management

does not fall predominately on AID without relin-
quishing monitoring responsibility. This would allow
for more country specific program tailoring with reduced
direct hire work force. There are difficult problems
and changes in policy regulations that may be necessary
(i.e. 611 requirements, auditing procedures, etc.)
However, the potential for staff savings without

reduced development effectiveness is such that we

shculd make a concerted effort through Congress and

GC to ygive much more substance to our often stated
objectives of multi-donor collaboration.

Host Countrv Project Management

There is a certain lingering arrogance, partly fact,
partly myth, that developing countries cannot "manage"
projects. Has AID not assumed excessive management
responsibility in many instances? The policy decisions
so crucial to project success are so often outside our
management control. We should make a more concerted
effort to fund the monagement of projects -within the
activity to reduce the substantial DH involvement in
implementation. This would also place the project
under the fullest possible country control. The
World Bank approach may be a useful model. There are
obvious risks involved in stressing country manage-
ment. Is our record of project success so great that
we cannot afford to tak~ these risks? It could be
argued that "on the job training" for host country
and/or OPEX type project managers should be a key
component in any human resource development strategy
as well as in our project implementation techniques.

Larger Project :nd Frogram Units

The argument for larger project units is a compelling
one. Again the guiding principle should be development
effectiveness. We are the first to agree that too often
specific country problems have been approached in a
piecemeal fragmented way. The movement to larger
management units is integrally related to opportunities
for multi-donor programs. Again this must be country

:\J}\\ *
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specific. There are good reasons for small projects
for important technical assistance activities, and,

most important, to provide for innovative initiatives.

E. AID and Peace Corps

The new Peace Corps Director has stated his
intention to work more closely with AID and to
seek a greater development impact for Peace Corps
within their mandate to further basic human needs.
There is considerable potential for doing more
together, particularly since it is the wish of
Peace Corps to secure AID financing for projects
they identify and design, and to maintain autonomy
in implementation.

F. Sector Concentration vs. Broadening of Sectors

One suggestion is that we could do more with less
by concentrating on one or two sectors. Perhaps the
opposite is true. In most African countries this
would reduce our impact on Basic Human Needs. All
Missions would select Agriculture with a second choice
probably health. Projects in energy, education, re-
forestation, fisheries, appropriate technology would
be eliminated. Africa is critically short of
infrastructure. Success in agriculture, or any other
productive sector w.ll be largely dependent on the
efficiency of transport. Infrastructure and basic
human neceds are not mutually exclusive. Selective
infrastructure and transport financing offers
creative and unappreciated opportunity for development
impact, reinforceing country capacity to provide for
basic human needs, and increasing resource flows with
fewer AID direct-hire.

Sector sclection from a policy standpoint should be
broadened or not be too categorized. Recther, as a
function of the CDSS, and accepted coun:ry specific
or region specific strategy we should try to focus
on a selected set of functional development problems.
The resolution of which will require actions which cut
across sectors.

2, Procedural Changes

A. Delegations of Authority

The recent delegations of authority to the field
have not yet had time to impact on workload. There
should be reduced Washington review, aud hopefully,

(\ Vf.
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moderated institutional second guessing. Further
delegations should be considered, possibly for larger
pProjects. Excessive reviews are still the most
ravenous consumers of staff time.

B. Budget Process

Budget responsibility, procedure and the Congressional
process is the most consistent and troublesome Washington
workload. At present there appears to be little relation-
ship between the final appropriation of funds and
the extraordinary number of person months and yecars
that go into ABS preparation, Bureau and Agency budget
review and re-reviews, Congressional Presentations, and
testimony. The Congress and OMB in an efficiency
measure, should be asked to seriously review modifications
in budget procedure to reduce staff time. Life of Project
Funding would be an important first step.

Administrative and Management Changes

The areas for potential savings (staff and financial)
in this category are too long to enumerate. It is important
to note that AID is probably unlike any other bilateral
development agency in the world, in its ratio of
administrative and staff personnel to line personnel. A
serious review of the essential need for large supporting
staff offices must be made.

Three ex:mvles cf possible administrative changes that should
be considir-ad are:

A. Simplify the Administrative Support for Contract Personnel

There are too many AID administrative staff in the
field because of contract support demands. TFor instance,
in many countries it would be cost effective to eliminate
shipment of houschold effects, and automobiles and provide
cash allowances.

B. Incrcased Flexibility on Personnel Service Contracts

Too often direct hire positions are requested for
overseas tasks that could be more effectively performed
by ex-Peace Corps volunteers, or other American resident
in-country, and at less cost. Flexible mechanisms for
local short-term or part-time contracting should be
ldentified and encouraged as part of current policy in
ficld delegations of authority.
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C. Elimination of Travel Vouchering

Attachment

Most other donor development agencies, and certain
international organizations have eliminated travel
vouchering and auditing since it is not cost
effective. AID seems to be heading in the opposite
direction. New voucher forms are occupying much more
professional and secretarial time. The Agency should
consider adopting the OECD nystem where travelers are
given a fixed cash per diem by country which includes
adequate provision for taxi fares. Based on confirmation
of actual travel this is the only one time payment. There
is no auditing, no traveler reclaim and a substantial
reduction in unnecessary paper.



Attachment

Elaboration of Comments on the Draft Plan

Aside from comments already made, we believe it would be helpful to
comment further on many key points that are explicit or implicit in the
draft plan, the implications fe~r Africa, and areas ripe for reconsideration,

l.

Country Categorization - We have major reservations about

introducing a categorical and potentially arbitrary approach

to classifiying countries into four types. The process of
doing so will divert attention from what we are trying to
accomplish developmentally. It carries with it certain undesirable
connotations in our relations with the countries and creates
another artificial program exercise which will require elaborate
justifications by the Missions and Bureaus and to Congress.

We believe that objectives of modifying program/staff ratios
can be covered by the CDSS/ IPA process which provides the
opportunity to relate program strategy, operating style and
staffing in a coherent and systematic methodology. Further
categorization will create rigidities and distortions which
will not be helpful in addressing the development problems of
each country. The assumption on Type I countries is a major
concern to the Africa Bureau. Our experience has demonstrated
that PVO activity alone is no substitute for bilateral projects,
Small projects in small countries is not tokenism and thus
unsubstantive as this topic implies. We believe we can have a
very significant impact on selected problems in such countries
with limited focused bilateral projects, e.g. in Cape Verde

and in Seycliclles on food production; we already have had
significant impact in Guinea Bissau in rice production. We
agree that these programs can be managed with minimal staffing.

The assumption in Type [V countries that 8-15 people can

handle $20+ million in A.I.D. assistance within the current
BHN/New Directions framework is hard to accept. The "draft
plan" only hints at how this is to be achieved. The presumption
is that A.I.D. activity would be limited to CIP type sector
program assistance with little or no T.A., but this is not
spelled out. As it 1s at the heart of the "draft plan' and

its aim to reduce staff, the implementation factor needs to be
described fully and evaluated in terms of impact on BHN's,
Congressional interests, ctc.

P
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Sector Limitations — We are unclear as to how limitation to

one, two or three sectors can be prescribed by country program
size outside of the CNDSS process. Given the Congressional
interests and developing country problems, are we saying we
will concentrate on agrliculturc or agriculture and health in a
country but not be concerned with population or education?
What happens to our special interest arc .s in energy, environment,
Women in Developument, etc., which are important but generate
projects outside mainline sectors? Or are we subsuming these
interests within the mainline sectors? Sector concentration
judgments are built into the CDSS process without preconceived
categori-acion.

Personnel Reductions and Mix Cianpes - We do not agrec that

the Africa program should be faced with a cut back in personnel.
We have operated under severe personnel constraints and are
only just beginning to get staffed up to the basic staff
required to manage an expanded program. We recognize there
may have to be some adjustments downward in some of the older
Missions, but the majority of posts are at minimal levels well
within the "draft plan'" assumptions. We must be able to plan
on some increase in field staffing just to establish a sound
operating base. With some modification in operating methods,
we can increase the program substantially with only a modest
increase in DH staff, if any.

We are similarly concerned about the proposed shift to generalists
and social scientists and the reduction in technical staffs.

We are still seriously short of technical staff. Also we have
very few who are solely technical as most technical staff

serve In program management roles. The few we have are in the
REDSOs and serve region wide ~ a better arrangement than

bringiny them back to AID/W. Developing countries tend to

have generalists and to be extremely short of technical personnel.
Any decision on this must be country specific.

Project Size - The "draft plan" is unclear on what is meant by
"moving away from the project oriented mode." We sce the
attraction and merit in the proposed shift away from "small"
projects under $5.0 million. However, there is a danger in
abandoning che smaller projects; they often are the key to
innovative programs where larger undertakings would be too
risky. A.I.D. should not lose its significant role in develop-
ment innovation - it is a pioneer among development finance
organizations. A peneral rule of thumb suggests that the larger
the projects the more conventional and more focused on resource

N\
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transfer they become. They are possibly more effective on

policy change but weak on innovation. We agree that we should
have a higher percentage of our program in over $5 million
projects, the trend in AFR programs is in that direction. We
are reducing our units of management, 80 projects will be

phased out in FY 1979. However, wec are concerned that we have
not cut ourselves off arbitrarily from the values of smaller
projects. For small projects under $1.0 million we have found
that there are various consolidating arrangements that have
proved effective and ecconomical in staff work. Our regional
prcgram for example, averages $30-35 million in such consolidated
program mechanisms which have been valued for their stimulus

to innovation. There 1s also a need in Africa for an arrangement
to handie the mini-prujects - $100,000 cr less; this is the
intent of the "African Development Fund" idea. There is
considerable enthusiasm for this mini-project fund in Congress -
and in Africa.

PVOs and Intermediaries - The "draft plan' urges increased use

of PVO's and intermediaries. We agree and probably employ
this mechanism more than any other Regional Bureau. PV0O/
Intermediaries are important in the development process such
as in grass roots activitiles and in non-governmental LDC
program initiatives. They are not the best mechanism for
major bilateral development programs concerned with national
development systems or large institutional development.

They have, we have learned from experience, real limitations
in mangemecr - capacity and their ability to take on broader
activity than their basic interest. We have found that they
are not readily accepted by LDC governments as substitutes for
bilateral assistance.

Budpet Process - At no point in the "draft plan" does it refer

to the budpet process which is a major consumer of staff time.
Curiously the section on AID/W does not refer to the budget
responsibility and Congressional process. If we are seceking
to save staff{ time, then this is an area we should look at.
One major point noted in our covering paper is the value of
LOP funding for all projects. This would almost ellminate the
ABS; c¢he annual preparation and review of on-goilng project
budgets and their allotment/obligation burdens. Rather than
dealing with 300-400 projects cach year, we could reduce our
workload to 60-70 new projects with more time for implementation
and evaluation.

Project Accountability - The "draft plan" appears to assume

away the workload on accountability arising from audits, GAOQ
reviews and Congressional requirements as largely self-imposed.
llow we are to change this condition is not discussed but,
again, 1t 1is vital to staff reduction aims.

AFR/DP:RSTACY:bjs:8/1/79
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. BOARD FOR INTERNATIONAL FOOD AND ACRICULTURAL DEVELOPMENT
“ Department of State

Agency for International Development
Washington, D.C. 20523

P2 Lakid N

August 6, 1979

MEMORANDUM
TO + PPC, Alex‘fbpkow .

-Z P /()4'/“«) Y G Y DS Y
FROM : BIFAD¢D. Woods Thomas

SUBJECT: ,A/B;;ft Plan for Expansion of AID Program with Stable or

” Reduced Staff Ceiling

I appreciate the opportunity to review and comment on Allison's paper
referenced above. This paper is addressed to a very real problem, If
the assumed levels of funding should materialize, it's clear that some
basic changes will need to be made; *f they do not, I'm of the opinion

‘ that the same problem, perhaps of lesser magnitude, exists and we need
to look at alternative foremats for doing business.

In these respects, we have been "worrying' about the problem. Our staff
put together a draft "think" piece on the issue. T sent a copy to

Tom Ehrlich; in case you haven't seen it, I'm attaching a copy. There
may be a useful idea or two in it which bears on the present problem.

My reactions to Allison's paper are varied; let me enumerate a few.

First, it seems to me desirable to look at somealternatives to the
mechanisms whereby ATD makes its investment decisions and carries out its
program of work. As we have argued in other fora, there are good reasons
to doubt that the present system leads to an allocation of AID's limited
resources in a manner which maximizes the US's impact on development in
the LDC's. It is likely that this situation will be exacerbated as fund-
ing levels increase.

Second, the proposed "model" is one of 'farming out" a great deal of the
Agency's program development and implementation functions to "interme-
diaries" of one kind or another. This, it seems to me, could make AID
esseuntially another "financial institution retaining only oversight and
policy responsibilities. The questions which this raises are associated
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with the traditional uniqueness of our bilateral assistance program and
whether or not this would obviate the potential for exercising the true
comparative advantage of the U. S. in the development assistance realm.

It raises the question of a built in tendency, especially with increased
funding, of even greater reliance on "capital transfer" vs "institutional
and human resource development" interventions. To the degree that it
would bias the program in this direction, I have serious concerns relative
to the proposed approach.

Third, the discussion of the "intermediaries" envisioned is troublesome.
This stems from several things. As I read it, one set of such interme-
diaries would be new, cpecial-purpose organizations set up to be AI1D
surrogates; i.e., essentially "little AID's." 1In view of past experiences
with such, it seems to me that the probable effectiveness and efficiency

of such organizations ought be most carefully appraised before such a course
of actlon is taken. Equally, there exists a whole set of questions about
the wisdom of using the international or multinational organizations cited
as principal "intermediaries" for the conduct of our bilateral program.

This is not to say that I disagree with the "intermediary" concept. Given
the constraints, there isn't much option. The questions are: what inter-
mediaries, to do what and under what set of conditions?

Currently, sorme 60% + of AID's program is agriculture. This is as it should
be if we are genuinely concerned with LDC development. Given increased

funding, it seems likely that our programs will remain predominantly within
the rural sector--at least they should,

In reading the referenced paper, I was absolutely amazed to find no single
reference to the U, S, Colleges of Agriculture, Veterinary Medicine and Home
Economics and tlie USDA as the '"chosen instruments' to serve the "intermediary"
role in the most important economic sector of the LDC's and for the functional
area in which most of our bilateral effort is and should continue to be made.

The point is that we have, in these institutions, the most effective, most
experienced, most powerful agricultural development outfits that the world
has ever known, This is the point that Clif Wharton, many others and,
particularly, the Congress have been making for the last three years, Also,
the statutory fact that the Title XII Amendment Instructs the Agency to
utilize these institutions in precisely the "intermediary" or "partnership"
role now being considered is difficult to bring into focus with the proposcd
“plan." 1In my view, it would be criminal not to utilize the Title XII
institutions in a role that they are uniquely qualified to play, in an arena
in which many are highly experienced and for a mission which they are eager



-3 -

to undertake. To think in terms of creating new "intermediaries," financing
international organizations or funding LDC national organizations to carry
out agricultural development programs in lieu of utilizing the great national
resource already at the Agency's beck ~nd call is irrational.

Further, there exist other U. S. public institutions having unique, non-
reproducible expertise to treat effectively development problems in the non-
agricultural sectors of the LDC's. It would be foolish not to find means

to "harness" such talent to play the "intermediary" role in a program of great
national import.

Fourth, I have real trouble with the concept of the proposed personnel make-up

of the USAID missions as conceived in the "plan." As I understand it, one of
their purposes would be to "influence policy directions of the recipient

country.” I seriously doubt that a small cadre made up of the kinds of development
generalists specified will have any appreciable effect on LDC national policy.

It has been my observation that outside "inputs" to the policy-making process

in the LDC's have been most effective when contributed by highly respected,
knowledgeable professionals within the particular economic sector to which

the public policy is most relevant.

Fifcth, I have trouble with the Type I through Type IV categories of countries.
These seem to be (uitc arbitrary except as a function of program scale. I
suspect that the essertial functions of an effective AID mission in a diffuse
operational model aie scale-neutral. Variants of this aspect of the proposed
plan are possible and ought be explored.

Having been a bit "critical," let me try to be more positive by suggesting

a variant of the "model" sketched out on the referenced paper. 1I believe
this variant would handle tke "AID manpower” problem, be consistent with our
development assistance objectives and maximize the impact of whatever level
of funding might be availabie.

Fundamental elements of this model are:

1. USAID mis<ion would become "foundation-like" entities staffed with
recognized, senior, experienced professionals having their "roots"
in the disciplines of the economic sectors involved in the U, S.
development assistance program in each country. Missions would be
small varying with the size and componetry of the U. S. program.
Professional personnel would be "permanent," prepared to spend a
major portion of their careers in the country of assignment. They
would be responsible for doing the hard analysis involved in
identifying problem areas in which the U. S. would have true
comparative advantage in participating. They would help orchestrate
collaborative efforts within their area of competence., They would
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be the "official" interface among cooperating parties. They would
come to know the indigeneous "actors!' both individuals and insti-
tutions, of importance and relevance. They would be the source of
knowledge vis-a-vis the peculiarities of working effectively in the
country.

Parenthetically but importantly, such an entity could serve AID
and ISTC equally well.

The operational "intermediary" would be a "lead" U. S. institution
having the interest, commitment and expertise to accept primary
responsibility, over a long period of time, for U. S. contributions
to the development of the host country's agricultural (or other)
sector. In the agricultural sector, this would be an appropriate
Title XITI institution. In partnership with the host country and
AID, this "lead" institution would do such things as:

a) develop and implement the U. S. program for the sector

b) identify and engage other U. S. institutions (public or private)
to take responsibility for particular parts of the program, as
required.

c) arrange, through its institutional contacts, fcr essential short-
term consultants, backstopping research, technical services and
the like. )

d) assume responsibility for egsential education and training of
host nationals

e) prepare and defend, as required, the U. S. agricultural (or other
as the case might be) development program for the country.

f) develop an institutional knowledge base relative to physical,
biological, economic, social and cultural factors affecting the
development of the sector.

g) etc.

AID/Washington would perform the essential aggregate analytical work,
arrange for the mobilization of the U. S. "intermediaries,"” arrange
for centrally funded functions such as research, establish Agency
development policy, assure consistency between policy and programs,
etc., etc.

The above is sketchy. However, I believe it has merit and should be explored.

Attachment a/s

cc:

BIFAD Members

Chairman JRC
Chairman JCAD


http:offic.al

AID's Dilemma: Increasing Budget

With Fixed Workforce

I. Introduction

The burden of the argument in this paper is that subjecting AID's
current programming process to an increasing budget and workload, but
with. a fixed or even declining staff, will result in a foreign assistance
program whose policy content is increasingl-y divergent from the Congressional
mandate. The basic conclusion of the paper is that AIDs programming
process and associated staffing pattern must be substantially modified, in
order to maintan the integrity of U.S. development assistance policy as
the program expands, given a workforce constraint.

Official policy for providing U.S. assistance to the developing
countries of the world is set forth in the Foreign Assistance Act of 1961
as amended. Responsibility for implementing this legislation is vested
in the U.S. Agency for Internmational Development (AID). Several disparate
policy papers have been prepared by AID in order to clarify the Congre;sional
mandate and provide nore explicit guidance for AID officials as they
develop assistance programs.

A systematic process h;als evolved within ATD for the programming of
development assistance policy. This process comprises conceptualiza-
tion, design, implementation, monitoring and evaluation of projects and
programs. It is chara{cterizéd by: (1) an elaborate procedure for approval
at every stage; (2) procurement of program inputs from institutions and
private contractors; (3) occurence on a cyclical basis in consonance with

the annual budget cycle of Congress; and (4) decentralization of decision



Mg, with AID Missions in recipient countries being' increasingly
responsifale for program formulation. As AID has carried out its pro-
grammatic function, mainly in technical programs areas, a complex
bureacracy has evolved which largely and increasingly is staffed by
non-technical personnel.

The current administration has proposed to increase AID's budget

from in FY 80 to $2 billion in FY 81, and a projected

$4 billion in FY 83. However, any growth in AID's development assistance
program will likely have to be implemented without an increase in personnel,
acoording to signals from the Administration and the Congress (the current
personnel ceiling is 5,160). In fact, AID is more likely to suffer a
reduction in personnel, since the proposed Institute for Scientific and
Technical Cooperation (ISTC) is programmed to absorb 160 AID people in early
FY 80.

Even though AID's expanding program is subject to an increasingly
serious workforce constraint, the basic objectives of U.S. developnent
assistance policy, as prescribed by the Congress, must be realized. However,
available evidence suggests that such objectives are not being fully
realized, even in AID's current development assistance program. The
implication, which is substantiated in this paper, is that AID's current
development assistance program, its programming process, and the
organization and deployment of AID personnel must all undergo significant
modifications.

This paper proceeds by éi:amining, in Section II, the impact of an
increasing AID budget and concomitant manpower constraint, on AID's

current program, programming process, and staffing pattern and manpower



requirements. Section III of the paper focuses on management alternatives
for coping with the increasingly serious manpower constraint, that are
also more consistent with the objectives of U.S. development assistance
policy. |

II. Increased Budget, Fixed Staff and AID's Existing Program

This section analyzes the effect of an increasing budget in the face
of a manpower constraint on AIDs current program, assuming no remedial
management actions are taken. The method of analysis is to treat AID's
current program, its programming process, and its manpower base and staffing
pattern as discrete and to examine the effect of a rapidly increasing kudget
on each. This abstraction facilitates identification of cause and effect
relationships among AID's current program, programming process, and ,.._sonnel
and staffing patterns.

A. The Current Program

AID's current program contains, de facto, the development assistance
policy of the United States. Thére is some eviaence that major components
of the program are beginning to diverge from stated AID policy. For
example, a comprehensive review of the rural and agricultural components
of the various Country Development Strategy Statements (CDSS) was recently
completed. 1 This review found that only 7 of 49 CDSSs which were to
"... express the missions' understanding of the overall development problems
and is§ues; propose what objectives, policies, and programs AID should
pursue; and explain the reasqning behind the choice," -- wére of superior

quality.2 Furthermore, the CDSS review found that only 14 of the 49

1 Mann, Fred, "Review of Adricultural/Rural Development Aspects of

Country Developnent Stracegy Statements and Evaluation of AID Review
Process: A report of BIFAD Findings and Recormendations," Board for
International Food and Agricultural Development, Washington, D.C.,

June 1979. (Mimeograph draft) \



presented a strategy and program for agricultural and rural develomment
that was clearly consistent with stated AID development assistance policy,
while 12 of the 49 CDSSs proposed assistance programs that bore little
relation to AID policy.

The Board for International Food and Agricultural Development
(BIFAD), in its annual recommendations concerning the AID Food and
Nutrition program for FY 80 expressed (....a basic concern that the
FY 80 AID pruiram for focd and nutrition may not accurately reflect
...the recent Agency policy directive for agricultural’ development
contained in the Agricultural Development Policy Paper...there appears
to be a significant divergence between the p tfolios of food and
nutrition projects in existing country programs, thnse proposed in
the FY 80 budget, and the portfolios that would be expected if the 3.4
guidelines in the Agricultural Policy Paper were carefully followed.) '

Thus, there is evidence that suggests the policy content of AID's
current development assistance program (at least in Food and Nutrition)
is already showing some signs of deviation from official policy
guidelines. The question for management is why? In my opinion, this
has resulted primarily because AID's programming process, when subjected
to an increasing level of budgét and workload, with fixed personnel,
tends to mask and distort policy objéctives and priorities. If so,
then further increases in the AID budget can ke expected to seriously
exacerbate the problem. The rationale for targeting on AID's programming

process is now discussed.

2Airgram from USAID/Washington to Mission, "Guidance for the

- Country Development Stratejy Statement (CDSS)," AIDTO CIRCA-384,
19 pages, 9/16/78, p.2.

3 BIFAD, Budget Recommendation (Washington, D.C.: USAID, October 1978),

p. 2.

4 The paper referred to in the quotes is USAID, Aqricultural

Development Policy Paper (Washington, D.C.: PIC, 1978).




B. The Programming Process

An increasingly. complex, monolithic process for formulating and
inplenenting'the U.S. development assistance program has evolved within
AID. While not described in detail here, an elaborate, highly structured
procedure for documenting, and for approving programs and projects is
required at every stage of the programiing process--during conceptualiza-
tion, design, procurement of necessary inputs, implementation, monitoring,
and evaluation. At each stage several horizontal levels of nanagement
from outside the technical program area are required to "sign off" on the
docurentation. In essence, a relatively large number of well intentioned
staff, representing a diversity of non-technical AID offices, each have
the power to say "no" to some proposed program at every stage of the
pmngg process.

Furthermore, the programming process is cyclical in nature and
designed to coincide with the congressional budget cycle. Thus, AID
missions face annual deadlines for submissioﬁ of documentation which
tends to result in a substantial increase in workload as the fiscal
year draws to a close. Finally, the Congress has imposed a relatively
short run horizon with a three year funding limitation (Section 110 (b)
of the Foreian Assistance Act of 1961 as amended).

As the programming prvcass has, itself, become more complex and
cumbersome, the budget and volune of AID business has increased
substantially. However, AID's workforce has remained reiatively

constant resulting in a significant increase in workload.



The increased workload has seriously strained the capacity of
AID missions to respond. Emphasis has shifted alnost completely to
conceptualizatica and design of new programs and projects with little
time for implementation, monitoring and evaluation. The frustrations
of dealing with the complex of regulations and procedures is illustrated
by the following statement taken from a Mission cable (which remains
anonymous) directed to AID/Washington.

Project implementation...is evidently ranked below
design, review and obligation, innumberable and
sundry reports on WID, 102 (d), 104(a), Fertility,
Contraception, PVO's, ABS's, CIP's, and CDSS's.
many AID mission personnel have expressed, both publicly and privately,
serious concern over the rising workload.

As a consequence of the increasing paperwork load, and the fixed
staff, missions and AID/Washington tend to have, as a management objective,
the maximization of the dollar amount of loans and grants per unit of
time required in preparing supporting documentation. The focus of AID's
effort and its primary objective seem to be obligating funds rather than
implementing and evaluating projects for addressing the basic causes of
poverty and backwardness.

This, of itself, results in a hias toward larger projects
(especially in agriculture and rural developnent).which generally tend
to co;prise transfe?s of physiéal capital and credit. In.oontrast,
projects which focus on devéloping human and institutional resources
tend to get short shrift because of the demands placed n AID Mission
personnel during project conceptualization, design, and procurement

of project inputs.

N



Such institution building projects tend to be much smaller in
terms of dollar volume than physical capital transfer projects and
censequently, require much more time per page of documentation. They
are "people intensive" which also requires more mission staff time and
results in a more visible American Presence contrary to the Embassy's
policy of "low profile". For these and other reasons, there is likely
to be substantial resistance to conceptualizing and designing human
and institutional resource development projects.

Yet AID's Agricultural Policy Paper indicates that:

A major tenet of AID agriculture development policy

is that a substantially greater committment is required
for the development of agriculture technology and its
delivery to farmers. It is anticipated that nearly

all missions will support some activities in the
technology area, perhaps particularly those to strenghten

nationwide agricultural recearch sustems and to train
the requisite personnel...

In adopting this strong policy guideline the Policy Paper agrued that:

.+« (2) effective nationwide systems for linked
agricultural research, education, and extension remain
very deficient or even non-existent, especially in the
lowest income countries, yet are critical for the
utilization and adaptation at the country level of the
results of the international research centers, (3) the
establishment of effective, self perpetuating systems
is a long run proposition requiring a decade or more of
sustained, hichly professional technical assistance;
and (4) the U.S. has special competence in these fields,
as reflected in the Title XII mandate.6

However, the Policy Paper warns that AIDs demanding programming

process may severly restrain the development of such projects:

3 USAID, Agricultural Development Policy Paper, p. 18.

6 Ibid.



While these controversial projects may
eventually be approved, the process _s often
prolonged and time consuming for mission and
Washington staff. As a consequence of this
experience, potentially controversial projects
may never be developed by missions in the
first place because of the prospect of a pro-
longed, difficult review process. The kinds
of agriculture project proposals which tend

to be controversial are those which strengthen
nationwide agricultural institutions of
research, education or extension...’

Increasing the AID budget with a fixed or declining staff will un-
doubtedly place additional strain on the AID Programming process.
Given the monolithic, inflexible nature of the brogramming process,
the end result is likely to be a program whose de facto policy

content deviates significantly from AID's formal policy objectives.
Concomitantly, changes are induced in AID's staffing pattern which are
now discussed separately, although they are clearly interrelated

with the programming process and the program.

£l

C. AID Manpower and Staffing Pattexrns

The increasing work load has had two principal negative effects on
staffing patterns in AID. First, the number of technical and
professional personnel in the Agency, especially in the disciplines
related to agriculture and rural development, has been declining
during the past several years and is currently at its lowest point

in AID's history. " Second, there has been increasing support for de-
centralization of decision making, accompaniéa by a shift of AID

personnel from Washington to the field.

7 1bid., p. 7
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The flight of technical and professional personnel has been constant

for the last several years, and shows no signs of abating despite a

major effort on the part of the Agency to recruit replacements. There
are many reasons proffered for the depletion of technical ~ professional
people in AID. One study of the Asia Bureau reveals that such people

are routinely passed over for promotions to the higher grades. A related
finding indicates that the senior management positions, where final
program approval is vested, are almost exclusively held by non-technical
people. Technical staff, who often find their program recommendations

modified by such superiors are often uwilling to continue

employment under such circumstances.

As technical people have resigned from the Agency, they have been
replaced by relatively young people with management and writing skillé
more appropriate for processing large volumés of paper work. This is
a natural result, induced by the requirements of the programming
process. Technical-professional . people generally do not have‘ the
formal training and skills to deal with the increased flow of paper
and seek alternative employment when called upon to constantly work

outside their disciplines.

An.increased AID budget will hasten thé departure of AID's technical-
professional cadre; and will induce their replacement with people
who are more efficient in processing the increased paperwork load.
AID personnel, with little or no training in the hard scientific

disciplines related to AID's principal focus - - food and nutrition,
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health, education, and population -- and with little experience in
AID programming are increasingly utilized for formulation of AID's
program and de facto fdr formulation of U.S. development assistance
policy). These well intentioned civil servants often tend to develdp
programs and projects which are palliative in nature, addressing the
symptoms rather than the causes of poverty and bockwardness. The
trend toward reduced technical-professional staff is important in
explaining the Agency's emphasis on phy;ical capital transfers, rather

than development of human and institutional resources.

Decentralization of decision making, and the emphasis on putting

staff in the field can be explained, in large part, as logical

responses to AID's increased workload, and its demanding programming
brocess. Deccntralization of authority for Program approval is
apparently done in order to reduce the number of steps in the process,
or at least to excercise more direct mission contrcl over those steps

so that the amount of time required for pProgramming can be significantly
reduced. For example, one study of two projects in Latin America
revealed that the procurement of contractor services for implementing
the project required 258 days and 162 days respectively after the

proejct paper was approved. The total time required from conceptualiza-

tion to implementation of projects is well over two years in many cases.

Mission reaction is understandable, and the remedy is to decentralize
50 as to gain more control over the pProgramming process. This requires
that mission staff be increased to handle the now increased mission

workload, for the programming process remaines virtually unchanged.

g
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As the volume of AID business is increased, there will undoubtedly
be increased pressure for decentralization for the reasons discussed
above. Unfortunately, decentralization will undoubtedly require an
increase in AID staff, assuming the existing programming process is
maintained. Some parts of the pProgramming process undoubtedly exhibit
scale economics. For example, it will clearly require a large number of
personnel to decentralize the procurement and contracting functions, than
to completely centralize them. Furthermore, the cost per field based
employee will be substantially higher. Similar comments may well

apply to other components of the Programming process.

Thus, the trend to decentralization of decision making appears to be
inconsistent with the resource constraint currently facing the agency.
As the AID program increases with a fixed staff, the flaw in the
decentralization thrust will appear in the form of insufficient people
to staff each mission as required by the current brogramming process.
This will reveal the programming process itself as the basic target

for management intervention.
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ITI. Alternativesfor Management Intervention

If the integriry of U. §. development assistance policy
1s to be maintained, as proposed increases in AID's budget
are programmed by a fixed or even a declining staff, then
management intervention 1s necessary. Give the arguements
in Section II, the principal targets for reform are in the
AID programming process itself. This section discusses
management alternatives for coping with the workforce
constraint. These alternatives, which are not necessarily
mutually exclusive are examined at various stages in the
programming process including: (1) concepﬁualization,

(2) design; (3) procurement of project inputs; (4) imple-
mentation; (5) monitoxring; and (6) evaluation. 1In the
ensuing discussion, 1t is ass;med that the "new directions"
mandate is in effect, and that recipient countries, and’
target clientele and sectors are parameters p;escribed by

law rather than variables for management manipulation. 1In
reality, there may be some limited poss;bility for AID manage-
meqﬁ to decide the countries or sectors in which 1t chooses

to work. |

A. Program Conceptualization and Desfgn

Currently, program conceptualization is largely carried
out by field staff with policy guidance from AID/Washington.
The Annual Budget Submission (ABS) 1is Frepared each year by

mission staff, werl in a. :nce of the start of the fiscal

\\,/



year, and contains the proposed program budget for continuing
‘and new projects.' This document 1s usually supported by a
current sector assessment in each major sector of focus, and
by the CDSS. ’ After submission of the ABS, the mission pro-
ceeds to develop 1its program by preparing Project Identifi-
cation Documents (PID's) which must be approved by AID/Washington
for each project under consideration as part of the development
assistance program. Responsibility for approval 1is vested in a
committee chaired by a Geographic Office or "Desk". AID has
traditionally developed its PID with "in house" personnel but
increasingly has turned to individual and institutional contract-
ors for this service.
There are several interrelated ménagement actions which
ngcould be taken to improve program efficiency at the conceptual-

ization stage:

(1) Centralize, in AID/Washington, the approval of

each missions proposed program on the basis of its

policy content. Such an action would require

missions to pay much more attention to policy
directives and to the structure of their overall
program rather than concentrating on specific
projects. This could free some field s;aff to

constitute

One major dilemma for AID, pointed out above, 1s that the
QEP policy content of the various country programs 1is in-

creasingly divergent from official U.S. policy, despite

various directives provided by AID Washington. .

7.



(2)

(3)

4)

(5)

a Washington based technical Policy Review Committee
with pdwer to reject an ABS or any component project
that was deemed inconsistent with AID policy objectives.
This committee might well replace the PID review com-
mittee with simultaneous scrutiny of a program and its
component projects, for policy content and internal
consistency.

Eliminate the PID and related approval processes.

The PID process is extremely inefficient. The

PID review committee is relatively large and unwieldy.
Under current practice a large number of people who

are not members of the committee attend committee meet-

ings and take up large amounts of time during the

review. Work force productivity can be greatly increased

by taking this action.

Require the development of. sector wide projects which

are less structured. Such projects can provide for

greater flexibility to modify the program over time
in response to changing conditiontions and reduce the
need for extensive future documentation. The agri-

cultural project in Yemen (279-0052) 1is a good example.

‘Prescribe a minimum size for projects in order to

limit the number of projects in a mission/country

program.

Require that all projects be as long as the law




permits for projects in that functional account.

(Some accounts have an automatic waiver of the

Section 110(b) three year limitation when used for
certain purposes -- e.g., Section 103 funds used

for Title XII projects are waived under Section 299(a).)

(6) Obligate funds for longer periods than 1s now the

case —- up to life nf the project.

B. Project Design

In the current AID programming process, great emphasis
is placed on project design. Once a PID has been approved, the
mission proceeds to design the project. Actual design may be
done by the mission itself or by institutional and private
contractors. If done under the collaborative assistance mode
of contracting, which may be utilized when projecct inputs and
outputs cannot be clearly defined, an institutiomal contractor
can both design and implement the,project.

The end product of the design activity is a Project Paper
(PP) vhich must be approved by a Project Committee in AID/
Washington. Funds for project implementation can not be
obligated until the PP is approved.

Thgre are also several reforms which can be made in the
project design phase. These interventions are also interre-
lated, and depend to some extent on the adoption of reforms
suggested for the conceptualization stage.

(1) Contract with institutions for all project




design activity. Such action wiil free up mission

staff time by utilizing a uniform design process.,

Once a mission/country Program has been approved by

the proposal Policy Review Committee its component
projects are more amendable to desigﬁ by an institu-
tional contractor. In this regard, the collaborative
assistance mode of contracting 1s especially attractive
since it provides for continuity with the contractor
both designing and implementing the project.

(2) Eliminate the AID Washington Review of the PP.

As with the PID review this is a time consuming,
inefficient process. Once again the PP committee tends

to be large. Relatively large numbers of people generally
attend PP reviews further reducing workforce productivity,
and timely approval and implementation of projects.

(3) Delegate authority for approval of the PP to mission.

-

C. Procurement of Project Inputs and Implementation

Procurement of inputs for implementing brojects (and for
project design) 1s one of the most inefficient aspects of AID's
programming process. There 1s a hodge-podge of procurement
mechanisms for obtaining services, commodities, and equipment
from individuals, and public and private institutions. Obtain-
ing the services of an education institution contractor for
implementing a project, or for designing and implementing
under the collaborative assistance mode, is an especially

time consuming process.



'In'both cases, a Project Panel must be constituted, and develop
a "short list" of institutions most qualified to undertake the
project, and the criteria for their inclusion on the list. The
Panel must also write the justification for using the collabora-
tive assistance mode of contracting (in that case). Finally,
the Panel must develop and write the criteria to be utilized
in judging the expressions of interest or technical proposals
that are received. Once this process 1s completed the Contracts
Office of AID mails requests for respénses to the institutions
op the list. The responses are then evaluated by the Panel
which informs the Contracts Office of its decision. The Contracts
Office then informs the institutions and proceeds to negotiate
the contract.

This process, which is generally carried out irn Washington,

may not involve the mission or host government in selecting the

contractor which results in understandable friction. Unfortunately,

Project Panels tend to be chaired-by relatively junior people
with extremely limited experience, and little or no technical
training. They also tend to have relatively short tenure 1in
their positions which greatly exacerbates the problem of pro-
curement. As a result, procurement of the services of educational
institutions has become a severe bot;leneck'in AID's programming
procesé.

There are sevefal oﬁtions for improvipg the productivity

of AID's Staff in the area of procurement.

(1) Develop cooperative apgreements with institutions

N



(2)

@)

(4)

which AID usually utilizes. Iany such institutions simultaneously

have several AID contracts and grants, yet every time AID requires
thelr services, a new contract or grant mechanism must be developed.
With a cooperative agreement, missions could obtain the services of
institutions without a protractad contracting process. This option
is currently being pursued for implementing agricultural projects

under Title XII.

Decentralize authority for contractor selection to the mission and

host government and eliminate selection by the AID Washington Project

Panel. This will legitimize what occurs in many cases where Missions
make the de facto selection of the contractor, and the deliberations
of the Project Panel are nothing more than an elaborate charade to
satisfy the formal requirements of the process. At the same time,
such decentralization will greatly facilitate procurement, and free
staff for other duties.

Centralize the development of short lists of institutions capable

and interested in project design and implementation. Missions

would send a description of their project to Washington where a
data bank on institutional resources would be searched in order to
determine in rank order the most qualified institutions. The
mission would be required to select from among these institutions,
on some objectives basis. The data bank s&stem is currently being
utilized to i&entify inétitutional contractors for Title XII
projects. '

Centralize in Washinpgton, the procurement of services under the

cooperative agreement and other mechanisms.




Economies of scale and fiscal responsihility demand
this. The current trend toward regional and mission

contract authority should be carefully reexamined.,

D. Implementation and Monitoring

Currently, most implementation 1s undertaken by indi-
vidual and institutional contractors. In some cases, missions
have tended to opt for individual personal services contractors
and directly manage the technical assistance components of
their projects. In others, only institutional contractors are
used while some missions use both approaches. Missions currently
have responsibility for monitoring project activities, but in
reality spend most of their time in preparing the myriad of
documents and correspondence for increased program and related
new projects required under the existing system.

Several options are also available for management
at this stage. .

(1) Require Missions to implement all projects with

institutional contractors. The time required to

staff and manage personal services contractors is
inordinate. Also, institutional support provides
for more continuity and improved management, and
facilitates the development of indigenous institu-
tional capability.

(2) Require Missions to appoint qualified technical

personnel to serve as AID project managers in

collaboration with the contractor. These people

should work directly with the institutional con-

tractor which is implementing the project.’ .%/



Their principal roles should be to expedite and facili-
tate project Implementation and to monitor and assess
progress. They should become an integral part of the

project activity.

v, Evaluation

The need for continued evaluation of AID programs aud
projects is obvious, yet this is one of the m;st neglected
aspects of the programming process. In fact, little ﬁas
been codified about what has been learned from prior AID
efforts, despite periodic attempts to carry out progran
review and evaluations of specific projects. The resources
for such evaluations are so limited that no comprehensive
evaluation of prior AID efforts has been undertaken. Further-
more, the fragmentary efforts that have occurred, have often
been carried out, with nontechnical AfD personnel, who are
unqualified to participate in évaluation of technical projects.

There 1s one principal management alternative for
rectifying this situation.

Institute a comprehensive review and evaluation of each

country program on a regular basis. The purpose of this

proposed action 1s to provide oversiéht and evaluation
gf progress.. This réview would be closely related and
coordinated with the review of the ABS by the proposed
Policy Review Board. It would cross check the policy
content of programs and component projects, certify
proper progress during project implementation, and pro-

vide the basis for modification in program design.



Conclusions

If the above actions were taken the number of projects
would be significantly reduced, as would the "in house" re-
quirements for producing PID's, PPs, and substantially new
ABSs. The ABS would increasingly be comprised of a few large,
continuing projects. The conceptualization of programs and
their component projects would require close collaboration
with the prcposed Policy Review Board, which would tend to
insure the integrity of U.S. development assistance policy.
Mission staff would be able to concentrate on procurement
of project inputs, monitoring and evaluation.

In essence, this approach would require a more carefully
prepared ABS with the overall and sectoral development pro-
grams and their component projects being explained in greater
detail than is currently the case. It would,.however, greatly
reduce the workload by simplifying or el;minating current PID,
PP, and procurement processes. Also, 1t would emphasize the
design of cohesive country progr;ms in contrast to the pro-
clivity toward the design of individual projects.

Implementing the above recommendations wouid also
result in a number of personnel being freed for reassignments
according to the above recommendations. Concommitantly, it
would contribute to focusing attentibn on the total country
program, rather than on program components. AID Washington
would exercise control over the policy content of the program,
and would provide oversight on program progress. The missions

would be responsible for managing the program.

N
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Memorandum

*PPC, Mr. Alexander Shakow pAaTe: August 6, 1979

: SDB, Raymond C. Malley \\VJ

Comments on "A Draft Plan for Expansion of the A.I.D.
Program with Stable or Reduced Staff Ceiling"

Much thought and work obviously went into che subject plan. It is
most commendable that top management is looking so far down the road;

this is not often enough done in our Agency.

However, I must say that my general impression of the plan, especially
the discussion of four types of programs and Missions, is that it is
too complex, and indeed unnecessary, given what I believe is the
relatively modest nature of the "problem" and the time frame we have

to deal with it.
I believe the problem is relatively “modest" because of the tfollowing:

- When inflation is taken into account, the proposed 1983 program
level represents an important increase, but not an order-of-
magnitude jump, over the level of today. This view is expressed
in Issue 1 on page 8. [ agree with what is said to be the
"common view" of line managers "that major changes in the manner
of operation are not needed" to manage the envisaged program level
(whether some changes are desirable rather than "needed" is another

point).

- 'f necessary, contract employees and companies can substitute for
direct-hire staff to a greater degree than at present, and still
be effectively managed by our direct hires. The total number of
employees working on AID programs can be increased significantly
in this manner.

- AID could be doing more replicative, larger projects, and less
small innovative, pilot, activities, especially in important
recipients such as the Philippines (see the recent 0AS report which
covers this very point), Indonesia, etc. AID/W management should
be more insistent with field Missions that a swing toward a greater
percentage of larger activities (still BHN-oriented of course) take

place in the next years,

- We could also be involved in more multi-donor activities and
joint and/or parallel financing, which tends to reduce personnel
needs relative to funds committed. Almost every DAC donor does
more of this than AID does - we can be more creative than hereto-
fore in this area if we set our minds to it. /

Buy U.S. Saviugs Bonds Regularly on the Payroll Savings Plan \
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- The "problem" does not arise until some time from now, giving

Agency management time to adjust and adapt in an orderly
manner within the context of our existing personnel levels.

Other points pertinent to this matter are:

- We should continue to remind project staffs that a BHN-oriented

approach does not preciude infrastructure and sector-type
financing.

The "perennial problems" of lack of French speakers for our Africa
Bureau, mentioned on page 2, illustrates a continuing problem
making the management of any level of program more difficult

than should be the case. This is that testued, experienced

officers often are poorly assigned, malassigned, or not assigned
where they will do the most good. It often seems that experience,
interest, and language capability are considered almost detriments
rather than assets - I know this is not true, it just seems that
way. (An example from my recent experience - of the six French-
fluent AID career officers serving in Paris when I was there
(Sleeper, Helman, Stacy, DulLavey, Asselin, and myself), only

Stacy is today in Africa Bureau eventhough all six had interest

and capabilities in Africa. This was primarily because of lack

of reasonable and timely job offers from that Bureau. One loan
officer left the Agency in dismay, three of the others are employed
outside the Agency's main-stream, and the other is a project officer
in Asia Bureau. None are in positions requiring French')

AID is heavily involved in working through intermediaries now,
and the extent to which we can go much further may be exaggerated.

On page 4, is it true that our current mode of operation is Type
ITI? It seems to me that we have all of the types now.

On the bottom of page 5, the perennial hope that we can save lots

of time by "changes in procedures" is probably vain. It is highly
Tikely that procedures will remain reasonably complex. There are

reasons for this outside our control. Only marginal improvements

from time to time should be expected.

Only briefly in the middle of page 6 are other donors mentioned -
I should think that this study would cover the question of how
multilateral and other bilateral donors conduct aid programs with
much less direct-hire field staff than we do.

Near the bottom of page 7, I question, given our mode of operations,
whether our field staffs should consist almost completely of
generalists. Technical talent will continue to be desirable on-the-
spot as long as we want large numbers of our people in the field.
Only if we went to a strongly centralized operation (1ike so many

other donors) should our field staff consist primarily or completely



of generalists.

- Re the middle of page 10, I would not exaggerate our uniqueness
and "comparative advantage". Many other donors don't agree that
we are all this unique. These oft-held views of ours deserve

analysis and testing.

cc: PPC/PB, A. Herrick



IX. Procedural Changes that Hold Promise for Direct Hire Staff Savinqs

A.  A.I.D. has for some time been aware of the potential benefits
of a policy te fully fund each grant and loan project at the
time it is first negotiated with the recipient government

(with conditions for disbursement to be used to ensure



effective and agreed use of the obligated funds), but
has not had the flexibility in budcet levels to fully

implement such a policy or the will to implement it partially.

Savings in staff years could result

through elimination of the need to renegotiate dgligating
documents and procurement contracts annually, justify
incremental funding in the budget presentations to

Washington, OMB and the Congress, and reconsider the project's
relative priority at each stage of several annual budget

cycles.

A.1.D. program mznagers proposed $500 million for new projects
in 1981 and $1.2 billjon for continuing-projects {including
some that will, by their nature, always require annual fund%ng).
The following amounts would be needed in 1981, in zddition

to the $1.7 billicn requested for new‘and continuing

projects, to Tind the estimated remaining coests of projects

begun in 1981 and =ariier years:

Initial Year o7 the Project $ millions
1978 and prior years 261
1979 249
1880 369
1981 291
Various (DS? & PDC projectis) | 230
Total 1400
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Fven if A.1.D. eliminatad all new projects from the 1281
budget the funds seved would be insuificient to fu]]y‘fund
-all projects already in the portfolio. However, program
managers will be instructed to réduce the number of proposed new
projects in 1980 and 1981 in order to free up funds to |
complete some ongoing projects. By 1982 the “mortgaging"
of funds for projects in the portfolio can be substantially
reduced and new budget will be available for programs carried ohf

by 1ntermnc1ar1es and ]arger count ry progects.
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to implement the program mod1r1cauions and the add1u1ona]
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staff reductions will FTﬁhthe~eha%¥§A nox be covﬂc\wﬂox{_ -
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1. An increzsad brdpbffion.of contracting and other
procurement steps will be undertaken by the recipient
government instegd of A.1.D. 1itself. Direct A.I.D.
involvement will require approval on an exception basis.

2. Supervision and managemsnt of budget allocations
will be decentralized.

3. Technical support and policy tunctions in Washington
will be consclidated.

4. OM® circulars cailing 7or use o7 coniractors when
such use is cost eiiective will be vigorchkously applied.
Functions-that are potantially more cost efiective
under contract include: dzta mapacement, Tiscal audit,

voucher examination and travel arrangemants.

W
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MEMORANDUM

TO: M Robert Nogter, A/AID, Acting

oo entll
FROM: arlan H. HEbgodd, DSPRAD

TP,
SUBJECT: FY 1983 AID Program Size Study

REF: Ebrlich, Shakow, Nooter correspondence
(June 4 and 12, 1979)

This is an unsolicited comment on the Ehrlich, Shakow,
hooter memos which were recsntly copied to senior staff
of the DSB.

There are ceveral issues which I would like to raise
with you ahout the appreach implicit or overtly stated
in this corrcspondence. In each case, I have
suggestions for your consideration.

A. Agency Decentralization

The strenqgth of the A.I.D. approach has been the
country mission. Unlike the IBRD and the other multila-
terals, it has provided the glue of continuity in
LDC/donor relations. Where other donors' approaches
emphasize the design, authorization and, to some extent,
the evaluation steps in the process, the country mission
provides a essential capacity to implement programs -
the critical middle period in the development process
that is most often neglected. Most important, it is the
resident mission which aids in translating this entire
process into LDC institutional development which can
outlast the presence of the foreign technical advisors
and the external funding.

Recently, we reasserted all this in our policy for
greater decentralization. It is far too early to evaluate
the results of that policy since Tt has not really been
fully implemented. Some, I fear, are already using
devices at the center to moderate or eliminate this
policy intent. To back away from it now by turning to
the "World Bank Model" of operation or to "program"
or "sector lending" as field personnel-savings devices
would be most unfortunate for our mandate. The evidence
is increasingly clear that the Bank approach seldom

Y
}
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reaches the really poor. To do so requires country
specific knowledge of institutions and field-wise imple-
mentation action with host country institutions to keep
the programs "on-target"” and to build that lasting LDC
capacity. We need more of this, not less. We also need
more field decision-making freedom and flexibility, not
less, in order to gair even greater LDC participatioan
and to make those in-course project and program adjust-
ments necessary to establish full LDC ownership.

B. Central Technical Support

We have done an inadejuate job of looking for ways
to streamline the central support system for a decentra-
lized agency. We announced decentralization, gave some
greater project approval authority to the field, but we
then kept almost everything else the same at the center.
The center needs to be reorganized for servicing the
perphery; the old central control mentality needs to be
sharply altered and the organization similarly over-
hauled. Hcre, I would argue, are the greatest oppor-
tunities for making substantial personnel savings
without abandoning our critical field capacity to carry
out the "mandate."

I strongly recommend that we rethink the Agency's
central organization:
4

l. To consolidate all technical support capacity in
a_single support bureau with only resource programming
and project review and authorization serices done by the
fiscal managers/desk‘officers in smaller, more efficient
regional support operations.

2. To simplify central administrative processes
based on _a genuinely decentrallzed moda of operations
that adopts a rigorous system of management by exception
at the center and greater flexibility in externalizing
our currently personnel-Intensive administratives
-support machine,

In regard to the firs* point, we are continuing to labor
under a burdensome and duplicative organization of our
limited technical-support capacity that may have suited
an agency of 15,000 people but dces not suit an agency
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of our current size. We should eliminate the separation
of technical policy work (PPC) from central technical
field service cum research and development applications
(DSB and Regional Bureaus). We need to consolidate -
not fragment further. Moreover, we need to reorganize
our tecihnical division of labor in fewer "specialties®
and ask Congress to restate the old sectoralized
appropriation accounts in the FAA to it this more
rational uscheme. (If you are interested, I could supply
more detailed suggestions in this regard). 1 would
arque that such a reorganization to equip the center
(AID/W) to ¢erve the periphery {(field missions) should
be based on several key assumptions that could make
central personnel economies possible and a new mode of
operatcens workable:

a. Program development should be tied to
knowledgeable central technical service

The central offices would utilize the :zoopera-
tive agreement applied research and consulting model
developed in the Office of Rural Development and
Development Administration (DS/RAD) to mobilize external
capacities to build our knowledge for doing development
work and for delivering services to field missions.
Thus, reliance on Direct-Hire personnel and less-than
fully qualified IQCs, PVOs or Peace Corps volunteers,
could be reduced, not increased. Resources would be
available globally for,mobilization where needcd.
Brokerage would he a central service, responsive to
substantive field requirements as identified and re-
quested by the field mission technical staffs. These
services would be carefully drawn to meect country speci-
fic needs for language skills, cultural knowledge, and
appreopriate technological requirements.

Within the same central unite of technical
resource maasagement, policy relevant research would be
part and parcel of the on-qgoing tasks of striategy deve~
lopment rescarch, project design services, evaluctions,
and impicmentation assistance. rolicy issues would bhe
raised hy the same staffs doing the actual servicing and
brokering of services to meet field Mission needs. In
DS/RAD, I think that we are proving that this model can
werk.

In performing our tasks in this matter, the ima-
ginative usec of cooperating institution staffs and
university based IPAs would be an important part of
handling incr ased resources without increasing birect-
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Hire professionals, both in Washington and in the field.
Long-term support relationships from these central offi-
ces, with their cooperating institutions, could also
reduce the necd for some technical Direct-Hires and most
Personal Service Contractors in the Missions while still
providing institutional continuity in tne subject mat-
ters covered by the Cooperative Agieements.

b. The high cost of inter-bureau coordination
would be greatly reduced.

Perhaps as much as 20: of Washington staff time
is now spent on coordination processes between and among
central technical offices (PPC and DSB) and Regional
Bureau technical offices in each ficld. Although coor-
dination activities be:ween the proposed central offices
would clearly be required, the current investment in
"coordination" could be reduced by a significant factor.

In regard to the second point above the list of possible
actions to reduce personnel in the administrative sup-
port machinery ~ and make it more flexible and respon-
give - is lona and perhaps a bit tedious. The Shakow
memo mentions some possibilities - others could include:

a. &Bliminate «ll positive reporting systems not
legally mandatory and adopt exception reporting
procedures (e.q. eliminate positive time and
attendance reports and certain positive fiscal
reports) ;

b. Decentralize travel authorization and eliminate
the entire centrasl A.I.D. travel bureaucracy;

C. Use Foreign Service Officers on rotation for
more personnel management functions - reduce
the career pPM staff;

d. Decentralize procurement authority for a wide-
range of minor, routine nocessities;

e. Simplify and decentralize all vouchering
systems, perform only post-audits wherever
possible, and

-the list could continue.
In some cases to simplify and make our personnel more

efficient capital investments are needed - in modern
communication and word/data processing terminals
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appropriate to a twentieth century Agency trying to do
more with fewer people yet at a high guality of output.

The purpose of this memorandum has been to argue that it
is urgent that you consider other approaches than the
"World Bank" model or the old, top-down "program" or
"secter® Joan approaches.

We can ¢o more with fewer direct-hire pecple, if we
must. Lut we can not do it nearly right by starting our
reduction in the (ield where the "BHN® type of skills
must be present to work with LDC institutions to assure
the delivery of goods and services to the poor, and te
work with the pcor to assure that their ownership of and
participation jin thoe develcopment rrocess is as complete
and lasting as possible.

I urge that you reconsider the orientation of your study
O take these suggectisns into account,

cc: IDCA, Mr. Ehrlich
H, Mr. Bennet
AA/PPC, Mr. Shakow
AA/DS, Mr. Levin
DAA/DS/FN, Mr. Babb



July 30, 1979

MEMORANDUM FOR MR. THOMAS EHRLICH
IDCA/PO e
i

FROM: Curt Farrar*%’

SUBJLCT: Draft Plan for the Expansion of the
A.I1.D. Program

I think Allison's paper is excellent. I have a few
comments, attached, which I hope can help carry the
process forward. .

Attachment: =a/s

cc: Douyg Bennet
Bob Nooter
LQ:; Q b o I_:'Q'..!
Allison Herrick
Leah Wortham
Carol Lancaster

o'



COMMENTS ON THE DRAFT PLAN FOR THE EXPANSION OF THE

A.I.D. PROGRAM

The draft plan contains a sound overall approach to
the problem addressed. There are, however, some
major problems which are not faced, or are under-
emphasized. As it-develops further, I think the plan
nceds to deal directly with these issues, and make
adjustments as reguired.

1. A substantial share of the illustrative reduction
in personnel depends on changing Type IT programs

into Type I, and Type ITI into Type II. These

shifts are subject to U.S. control, provided that ye
can nake the political and strategy adjustmen 3 involved.
This needs to be tested in hard terms very soon (i,e.,
by identifying the countrioes and working through the
development cconomics and the forecign policy consider—
ations involvaed) if the process is to begin in FYy 1981,
2. 2An even larger shi e of the reduction depends on
changing Type II11 programs into Type IV, some 17 by

FY 1985. These shifts depend not only on the United
States but also on progress in the host country itself,
i.e., in ability to mount a scctoral Program meeting
our technical and human neods criteria. It is probably
unrealistic to assuvme that very many countries will
turn from the Indonecsia type into the Sri Lanka type

in such a short peried, and there may be some backsliding.
It would beo o mistake, therefore, to assune that this kind

of massive shift can be made. Morecover, we should take
into account that U.S. criteria for judgement of country
performance may also change in future years, as thoy
have in the recent bPast, raising some doubt that thoe
Type TV approach can be maintained consistently over

a sufficrent period of time for it Lo work effcctively.
Turning sector assistance on and Ooff because of changes
in U.S. expoctations could be damaging to the effective-
ness of the program, and to our relations with the
countries concerncd.



3. Issuc 7 identifies special interest matters

(such as Women in Development) as suffering from the
proposed shift in policy, except to the extent that
they can be accommodated by the efforts of inter-
mediaries. Th's underestimates the problem. Major
growing program areas such as energy and contributing
to scientific and technical capacity may also suffer
unless they replace other sectors, or exceptions are
made by adding personnel with broad skills in these
fields to Missions. Education, the weakest of the
existing cencentration areas, 1s also likely to suffer
in relation to agriculture and population/health,
which will be the almost universal choices in two-sector
countries. Seclected Develovment Activitbies of all
kinds will suffer because they do not lend themselves
to broad sectoral approaches, as ir iype IV countries,
and do require special technical support in the
Missions in many cases.

4. The discussion of technical personnel in the field
i1s somewhat misleading. There are virtually no
veterinarians or tropical disease specialists in the
field at vresent. There are agronomists, but along
with the agricultural cconomists, these ara pcople who
play the agricultural generalist role. The paper
should say that the policy of meeting specialized
technical necds from Washington direct hire staff or
through contractors or grantees will continue. The
proposed shift in technical personnel is actually

a reduction in the number of project managers with
technical expertise, reflecting a decline in the
nunmber of projects, and an increasc in tho number of
sectoral planners with technical expertise. The
latter has been the rarest bird in the foreign aid
business cver since T have been in it. If we want

to increase the number of them, we need to make a
major effort to do so and even then, many of those
identificd and trained will probably move quickly

on to positions of higher and more dgeneral responsibility,

still leaving a gap.

5. Therxe scems to be no reason for confining our
approach to Type I countries to the intermediary mode
using primarily PVOs. If one or two large projects
were appropriate, that format might be adopted



in specific cases. 1In general, we should be quite flexible
about the handling of pProgram in countries where no
significant field staff is planned.

6. If the approach is adopted, it will affect the relative
numbers and kinds of paople in Washington and the field,
Its implications should be spelled out and then taken

into account in the process, now going on, of identifying
the Washiungton positions that are to be filled regularly
with foreign service officers. I believe the deadline

for this exercise is October 1.

Curxtis Parrar
IDCA/PO

7/30/79
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MEMORANDUM
TO: IDCA/PO, Mr. Thomas Ehrlich
FROM: IDCA/PO, Curtis Farrar<:§§£l/

SUBJECT: Another thought on the plan for the Expansion of
the A.I.D. Program

Bob Nooter's initial response to Allison's draft, which I

have just seen, reminds me of an additional point I would like
to make: we need to be careful in making further reductions
in A.I.D. personnel totals not to provoke a relapse of the
declining agency syndrome.

The symptoms of this syndrome, all present in A.I.D. in recent
years, are inability to recruit new and needed talent, loss

of good young and mid-career staff because of lack of promotion
opportunities, and a tendency for overall staff in some fields,
not only those considered to be in surplus, to decline in
average quality while increasing in average age. The result

is a lack of drive, initiative and ambition which may take
years to replace, and inflexibility in the range of skills
available because of difficulty in recruiting new talent,
particularly in the middle and higher grades.

On the one hand, stopping the decline in personnel levels does
not assure overcoming the symptoms; it merely offers an
opportunity to do so. On the other hand, some further reduction
does not necessarily mean that the symptoms will continue,
provided that the reduction is not so large as to prevent
placing people in appropriate jobs (as happens most starkly

in a RIF) or to restrict opportunities for promotion and new
recruitment substantially.

I don't know what rate of staff reduction by A.I.D. is compatible
with an effective reinvigoration and skill expansion. But any
plan should be carefully analyzed from that point of view

before we adopt it.

Aa, \ .
‘,‘;b(f:\!g.‘ls

1
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July 17, 1973

MZAORANDUN FOR IDCA, HR. THOMAS EHRLICH

SUBJECT: Expansion of the AID Proaram with Stable or Reduced
Sta?f Ceilings

REFEREZCE: Alllson lierrick's Undatad Draft Plan

after reading Ailison Herrick's uncleared draft plan for handiing an
expanded AID srogram with reduced staffing. 1 fesl Yiike the fellow who
snot pimsslf in the foot. The plan has & great deal of appeal since it
puroorts to carry out our program odjectives with raduced staffing, but

[ diszgree with nost of the suggastions {a 1t as baing elther impractical
or catyrimental to tha program.

It 1s unrealistic to expect that wa can carvy out essentiaily tne same
kind oF nrogram with smaller field staffs. e have experinented with
thiz aver the yesrs In pumerous countries, and have Tound fhat either ve
darz va vun a mer2 staplistic and one-dirvnsional program or we hava o
incicase the staff., Cases that come t6 »-nd aps Lruguay, Sri Lanka,
Jordan, Portugal, and some o7 the Southern African countries. e ars’
anle to move rasources with a small nuther of paonle, but are not able
<) <o a prograr with significant development impact on that hasis.

Also, 1n rmost countrlios a desirebla progrom mix includes a range of
smailer, mecium size, and larger projects. Incremental increases of
funds can be managed with disprovortionately less Deople as we fncreass
progran size.  However, the saailer clemonis of the program are usually
ad Tagortant parh of the total aix.

cortainly I agree with Allison that we should g0 as far as we can in
using intermedisrias to cerry out our programs. lowever, thers {s a
Hait to how far we can 9o witn tals. 4o have xxpanded the rala of M4
in recent years, and wiile ¥ have presseu our staff not to DYETVYOIran -

PVO activicies, 1 awm also aware that PVOs nved some proararming assistance

aad supervision.

\
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In regard to AID/YW staff, we have Just gonoe through an extensive exerclisa
uader Governor 511ligan of trying to reduce our dasimington ceilings. In
1y view, further reductions will 1ead to loss of program substancs.

tHuch of the new, fnnovative work which A12 1s involved in such as eneray, .
women 1n development, etc., invelve Washington stafi to get started and

to provide encouracesent to f1.1d missions. Cutvacks in Hashington

staff will touch disproportionately on thase new initiatives, some of
which may well be among the aore important things which AID will be

doing in future years. :

“ore specifically, I totally disagree witii a minimum level on project
size. Imagine our field staffs telling a recipient country that we must
reject an otnerwise excallant project becausa 1t does not cost enoughl

Further, I disagree with an arbitrary 1imit of two sectors for any
country. Tals would mwan that in a country like Indfa, whera most of
our funds would be prograwted in the major sactors (agriculture and
healih), we would be constrained from working 1n, say, eneroy and educa-
tional satellite technology, even thoush wa nay have something unique to
offar in these flalds.

I also disagree with full funding at tha time of initfal obligation for
all nrojects. First, not all technical assistance arojects should be
fully funded at the outset, since many will underco significant revision
during implementation. ifext, full Funding for all projects will graatly
aduce our abillty to cope with unexpected changes in aid levels in any
ane year. And third, full fundinag will lesd to an exvanded aipeline
wnich may be didficuls to defend.

Tha other aspect of the staff radection widen &111son akes sound 3o
easy 13 the adverse impact on the orqganization from an overall personnel
viewpoint. One of AID's problems over the past ten years has been the
centinuous shrinkage in staff leveis. ihis has reduced our abllity to
ilrz and promote, thus recucing the opportunity to rainvigorate tha
arganization and to reward the outstanding porformers. e are sadly
1acking 1n adequate levels of aqriculturalists and other speciaiists
already. A further dowaward drift in personnal levals will restrain our
cpilizy to empioy the kinds and munbers of seaple swhich we need to
strengthen the orsanization. Mithout competent technical staff who
feel they have opportunities Tor advancament, AID will become increasingly
morisund over the years.

iy o Judgrment §s that, based on current pragranm levels and siaff
experiznca, we can handle the higher FY 1981 level with presant staff
without any program changes, for reasons which we have discussad vefore,
The more difficult judgment s whetner we can handla the increasad

Tevels in 1233 and 1n 1984 wich the same level of staff. As a seat-of-
thiz-pants guess, vy estizate 15 that wa can handle those lovels with a

10 percent staff increase, given our abllity to move iacremental increases
with disproportionataly smaller nugbers of people. The analysis which

4V
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w2 need to do this summer should be to axplore closely with our line
managers whether we can find ways to handle these increased funds without -
that 10 percent increass which appears on the surface to be necessary.

I personally am not preparad to make a Judoment on this without Further
consultation with the staff, but would expeCl to ha abla to 2o so and to
orsanize our opinions on this in time for the O3 review.

in sumnary, I believe that All1zon's draft is m!sleading and potentially
naraful in proaising something which we could rut carry out without an
adverse impact on the progran.

Sl RO,

Robert H. Hooter
Acting Aduinistrator

cc: H, Mr. Couglas 3Sennet
AA/PPC, M. Alax Shakow
PPC/PS, Ms. Allison Herrick

A/AID:RHNooter:gck:7/17/79



Joseph Watkins, SER/CM

Regarding p.g. (#3) ... Contracts may cost more... Based on a study
done for DA/AID believe conclusion was somewhat different. Perhaps

FM should be asked to take another look if we make this statement.
Regarding the theme of placing more responsibility on the Host

Country for monitoring, a recent AG study indicates this has not worked

well to date. Not likely this will change in the immediate future.

Provided by phone
July 30, 1979



StR/M0, Jases L. Thompsom  «or o s -,

going Mora With Lass
AA/SER, b, 4. ilacDonald

I share with many in AID a concern that the draft propesal to do more
with fewer people make: assumptions from an undefined resource base -
that is, the quastion of liow our resources today fit or do not fit

our program now and what has already been done in the econow ' directions
proposed (and not for the first time) need to be realistically axamined,
including the rzduction of levels of staff of various kinds, and
shifting to other @means to get wori done. He cannot, I believe, simply
assuae that a significant cut of overseas direct-hire pusitions is
practicable any longer i7 the program remains steady or increases.

Wnile there is truii in the belief thalt almost anyone can always achieve
more, tne AID classic approach is remniscent of the fiscal policy established
by Ciiurchill as Chancellor of the Exchequer in the 1920's. te stated that
military sudgets would be based upon the planning assumption that war would
not occur tor ten years, with a ciovable base advancing the whola assumption
each year. As I racall, the assumpticn was still in effact fn the thirties,
Just before warestarted. AIU has similarly assumed that 1t can cut support
pecle any tiue 1t wishes to do so, from any base. We did this in AID/Y,
and effaectively eliiinatad AID/Y property inventories through one cut of
staff 1n 1072 with centralization, and others up to 1978. ilow we are in
trouble with Congress because of non-cempliance and are putting necessary
direct aire slots back to keep toe books straight.

Wisstons nave similar situaticons, right now. Jverseas, the many missions
wnich SER/MO staff have visited in the past year are desperate because of
reduced staif to do work still Jemanded by the program. Venicles don't

run hecause we no longer have our competant shops or supervision. Property
records are often poor or non-éxistent, contrary to statute. Ability

to even prepare legible purchase orders is now lacking in some wmissions,

as GAU hdas noted, In nost places we have one AID Amarican administrative
manager, who oiust vork competently with up to 23 of Ald's 33 liandbooks

to ensura proper mission support and adequata performance. il2 now typically
has few locals, and tiose are largely low in cospetence, &S a careor roreign
national force has to a great degree disappeared. The naw American Aabassador ia
one South American ALD mission nas observad tnat a local could probadly be the
ALS txecutive Officer, without reference to the skills required, and statutory
dewwands Tor an Aserican officer to do certain things, and without sugyesting
tnat his cwn Administrative Officer position, with far less complexity of
responsibility, could be likewise filled. 350 gces the 11lusicn araund the
vorld.




kealities:

U.S. Direct titre Full-Tlxze ovaersezas strength has increased some 15%
since 13756. But, at the same time, part-time employmeat has risen
by 35%, without ceiling constraint. Effective 10/1/3G, 0iB Bulletin
79-11 will fipose a ceiling on nart-time erployment for the first
time., Under this limitation, 7 today's HON-FTEPP overseas staff
of 405 work 32 hours a week each, 372 new ceilings will be requirad
whthin AID's existing overall limitation.

Foreign national full-tine overseas eaployment has remainzd stoady
sinca 1975. Out, reported Toreign national contract aumployment has
risen by 3J0%, and new equals dfract hire nusbars. Unreportad are
possibly thousaads, including those undar end product service contracts
and under JAD aad employee association contracts, in what wers once
ALY idlrect-hire Tunctions and are still AID financed support activities.

OF some 2,600 remaining direct-hirs foreign nationals, 2 large number
relate to executive, program and project Americans. The 1380 ASS
calls for 522 locals in this catecury.

Tne world's AID Controllars cuiploy about 433 locals, Auditors account
for seme mora, Doth are relatively irreducible nusbers as long as we
do business the way we do.

Tnere 1Is scme corg direct iire number necessary for aduinistrative support,
ne cannot operate a mail and comaunications distridution system, for
example, and certain other functions through contracts. Howaver, tie
1675-53 As3 aiready proposes annual cuts in support locals of 12% each year,

State has, wssentially, no wore enploynent ceiling to give us, gven if
JAC support works and can Le expanded on AID's behalf.

Conclusions:

We can undoudtedly do somg more with what we have.

H& need to streamline programs and thincout the ones with low fwpact,
high overhead.

ALY ougnt to cihange its way of doing pusiness, siwplifying and reducing
voluies of preceduras and rules,

Hiell stated proyram contraccs are tne way to reduce direct hire and
operating expense support,

Contracts for scme more Toyistic support are feasibie. SER/HO is wbrking
on tids asvect now.

We cannot depend on State operations to either singiflcantly exnand
support servicas, or to save AID cetling if they Jo. [7 they do, OE
costs per unit of servica will also rise, and not decrease, and quality
aad jevels of service uwy decrease still further.
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=- AlD must be very circumspect about support staff reduction possibilities
for the futura.

-- It 1s not a cut of staff in lashington which will elirinate “procadural
bottlenacks characieristic of current practices". This is a
contradiction In terms and without change in procedures themselves, a
cut wight even Turther siow down the oroyram process. rPast cuts of
communications staff hava already had an adverse effect which v are

trying to correct.

SER/M0:JLThompson:saf:7/30/79
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- UNITED STATES GOVERNMENT
(® Memorandum

TO * Mr. Alexander Shakow,. DA/AID (Acting) patE: JUN 18 1979
| )

THRU : M. Douglas Stafford, FM /i’

FROM : Rob L. Berrett, FM/BUD,q’Q%é»“J7’

SUBJECT: Personnel

I feel compelled to resister a - seemingly very small -
minority opinion.- -

The basic premise of the current personnel exercise is that
AID indeed can implement a sharply expanded program with a
reduced work force. I would challenge this flat assumption.

Apparently few others share my concern on this point. I
was genuinely surprised at the lack of opposition to the
notion during the last Executive Staff meeting. Africa
Bureau Mission Directors were more cautious, but still gen-
erally indicated their approval. I can't help but wonder .
g@ how many of these people affirm capability to handle a
doubled program by 1983 with current staff levels (as I
would) because they are certain (as I am) that the prob-
ability of achieving a program of this magnitude is nil?

Even if the Agency can implement a program twofold larger,
should it? And if it does, what will be the added cost in
terms of higher risk, reduced efficiency, negative political
fallout from higher pipeline and more failures; and when
will these resultant costs begin to show?

Expanding programs with no increase of personnel has been
a familiar refrain in recent years. Since 1976, the DA
level has gone up over 70%, with a constant staff. Was
the Agency so overstaffed and/or so inefficient back then,
or is our management in the field now stretched perilously
thin -~ as I firmly believe?

Who can state just what losses the Agency is already sus-
taining as a result of inadequate or insufficient field
management?  How much more economical and effective would
our assistance be if time and talent existed to ensure the
best possible project designs, close monitoring and prompt
remedial action when trouble is foreseen, more careful
screening of contractors and tougher negations, better
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coordination with the cooperating government and other
donors, etc. etc? Perhaps my concern then is not so much
that the Agency can launch a larger program, but that it
will - and the costs will mount.

One hears the argument that a prerequisite to an expanded
prcogram is a solid case that it can he digested within
present. personnel ceilings. Granted - but again I ask
whether this should be done. To do so not only immediately
forecloses the possibility of added personnel - which no
one denies are needed now (Explain this in the context of
assurances that a substantially greater program can still
be handled!) but also raises the specter of a cut in the
event the program is not expanded.

As responsible managers are we fully prepared to engineer
‘a substantially larger program and incur the additional
costs and risks? Phrased differently, to what extent do
we have at least a concommitai:: responsibility to com-
municate clearly to IDCA, OMB, the Administration, and
Congress the trade-offs involved? Behind this question is
my conviction concerning the imperative to register the
fact that there is indeed a limit - and, in the present
overall context, we are very close to being there!

The main thrust of the current exercise - the latest of

a series - is focused on programmatic efficiencies in the
field. This is surely  important, although one might ques-
tion just how much vlack still remains, but the larger,
potentially more fruitful area receives short shift - the
proper placement and use of all the Agency's ceilings.
Foremost, this translates into the AID/W vs overseas issue,
and unpalatable as it presently seems to be in most circles,
at some point there simply must be recognition of the im-
perative to transfer more staff to the field - especially
if/as program levels increase. (This does mnot hold of
course if the Agency is prepared to sacrifice its BHN
character and redirect its efforts to wholesaling assis-
tance.) Certainly, AID/W can handle a much expanded program.
And perhaps this would be a very good thing since it might
tend to curb somewhat the time they have to conjure up
additional administrative burdens ro levy on beleagured
field staffs.

Doubtless many operational adjustments and organizational
realignments are needed now, and would significantly en-
hance the ..gency's overall cfficiency. However, since the
indicated purpose of this review is to make the case for an
expanded program, I sce little prospect hard issues will be
dealt with or any substantive decisions forthcoming. Actions
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do not normally flow until forced - » point the Agency has
not yet reached - which leaves us to the vagaries of the
"invisible hand." I think this regrettable.

Can the Agency afford to preserve the sacrosanctity of cer-
tain organizational entities which happen to have their own
constituencies while constantly stretching thinner and
thinner the troops in the field? And can we continue to
pursue the multitude of interests peripheral to the Agency's
main business of developmental assistance? I submit that

we must not.

In sum, what I think I'm trying to communicate is a deep
concern over the continuing trend of expanding programs -
together the parallel growth of administrative overburden -
with no increase in implementation workforces in the field.
The Agency surely can handle a program larger than the
present one, but a price attaches:

The character and effectiveness of
the assistance.

- The cost of its imp! =mentation.
- Organizational goals.

Increased risk

etc., etc.

I believe this should be carefully considered, and com-
municated to those concerned,

cc:

Mr.

Robert H. Nooter, A/AID (Acting)



MEMORANDUM
T0: AA/PPC, Mr. Alexander. Shakoiy
FROM  AA/SER, D. G. MacDonald
SUBJECT: A.I.D. Program Size Study

We have reviewed the draft memoranda in which you comment upon and
describe a plan of action for responding to the concerns raised by

Mr. Ehrlich in a memorandum to the Acting A/AID regarding the projected
size A.I.D. program and our ability to manage a larger level of program
resources without an increase in staffing and, more likely with a
reduction in the staffing levels currently authorized. We agree that

a meaningful response to these concerns will require specia] focus over
the ensuing weeks and that several of the areas identified for such a
focus are appropriate. We do wonder, however, whether a comprehensive
examination of them would be possible in the time frame set forth. ..The
nature of the problem would seem to suggest that a comprehensive response
to the question may have to be provided over a longer period -- phasing
the responses to initially cover those things which can be done
immediately to reduce divect-hire staffing requirements and reporting

on others as the various analysis/assessments are completed.

e are pleased to note the paper set aside a reorganization of the Agency
as the primary means for accomplishing the objective. While we recognize
that any major changes in the way the Agency does its business is certain
to have implications on the way it is organized, it is nonetheless
reassuring that a reorganization is not being proposed at the outset as g
"cure al1". As you know, the Agency has experimented with various organ-

izational a rangements for carrying out the U.S. economic assistance

_,\QJ’V



Program. However, as this Bureau cormented during the most recent major
reorganization, we need to be sure that the current structure is "broken"
before we attempt to fix it, and to avoid at all cost change for the sake

of change.

A second central point is that we hope the effort will not result in

attempts to "squeeze more blood from the old turnip". Over the last

several years, managers throughout the Agency have been fdfced to take on

additional responsibilities, disproportionate?y to the ]evé]s of staff

authorized. le believe that the Agency has now reached the point where

1t will not be possible to dc ore with fewer staff without making Tundamental chang
in the way we conduct our primary business, the planning, development, and impTlemen-

tation of our programs.

Other general observations are as follows:

First, Congressianal consultations should begin early-on if we are considering
moving toward a General posture of austere staffing in Washington as wel] as
overseas, particularly if in our overseas posts we are considering the World

Bank moda7. An overriding factor in developing & response to Mr; Ehrlich's concerns
s the extent to which the Co:gress is willing to unshackle A.I.D. from the demands i
makes on us. and to cuctail its labor intensive involvement in everything the Agency
does. Also, we need to know whether the Congress would be willing to give us the
relief needed in the operating expense budget, including Tifting the Timitation on
AID/M expenditures. Both factors argue for Congressional consultetions beginning
early-on rather than Timiting such consultations only to instances when "radical

changes are proposed”. More to the point, with Congressional understanding and

&
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agreement, we could possib1y.begin in a relatively short time-frame to contract
for a number of functions currently performed by direct-hire staff. OMB Circular
A-76 offers us this opportunity in certain functional areas and we will soon Le
discussing several "candidates" with the appropriate senior staff. I would
predict that the cost would be higher in comparison with the cost of existing |

methods of operations which brings us back to the operating expense budget problem.

Secondly, I have become increasingly concerned that in our zeal to assure that
sufficient staff resources are deployed to those functions adjudged ta be on the
front Tine of development, (e.g., field staff, Geographic Bureaus, some Central
Staff offices, etc.) there is a natural tendency to ignore the myraid “adminis-
trative" mandates to which the Agency is also obliged to respond. While I
support the widely held viaw that staffing associated with our prima}y‘mission,
e.g., development, should be highest on our 1ist of claims, we all should be
mindful that frequently compliance to the “administrative" mandates is not
optional and adequate staff resources-must therefore be assured. Congressional
interest in Agency's administrative matters remains consistently high. Involved
is the provision of a wide array of management, programmatic and operational
services and resources without which AID's line managers here and abroad could
not carry out AID's business. Also involved is, control on the use of those
services and resources for which the AID Administrator is held fully accountable
by the Congress and the public. Unless adequate attention is routinely given

to these areas, AID senior staff finds itself in a position with the tail wagging
the dog as we attempt to explain administrative neglects on the Hil1l. Our program,

in the final analysis, is hurt by it.

Df
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Thirdly, 1 believe there is considerable merit in drawing upon our historical
experiences for answerslto asbects of the problem. We know, for example, that
centralization of the program and management services into a single organization
in the early seventies resulted in large reductions in the number of staff
resources devoted throughout the Agency to these functions under the decentralized
arrangement. A total savings of was achieved. Thus, as a general
proposition, centralization of program and management se-vices accomplished the
goal of achieving substantial staff savings and should be continued. Your reﬁiew
might Took at the areas in which duplicative staff have been deployed to the
Bureaus over the last several years to assure that these arrangements are cost
effective. I have the impression that considerable proliferation has occurred
with our technical staff, for example, which in some cases is clearly appropriate
and necessary, but in others, fits the category of nice things to do but are not
critically important to our broad mission. A recent study of a Geographic Bureau
concluded that technical staff in that invironment were underutilized. Moreover,
we might consider matching functions which are primarily cyclical in nature
(e.q., budgeting) should probably be matched with functions which have a somewhat
different demand schedule so as to make maximum use of staff time. There are

myriad examplesin the program areas. For example,
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Turning to the areas identified for focus in the proposed study, you should be
aware that within SER, several recent initiatives bear directly upon the broad

goal of demonstrating that we can manage more program resources with exisfing
direct-hire staff. These initiatives stem from *he increased agency-wide

demand for SER Bureau services and the need to improve the level and quality of the
services with Timited allocated resources: A guiding principle for these changes
is the desire to increase collective productivity through improved systems,

managerial approaches, etc. Among these initiatives are:

(1) A recent study of subsaquent and restructuring the Communications and Records
Management function. The primary thrust of the study was to improve the systems
network, associates with the service, improve collective and individual produc-
tivity and staff mora]e; expand the use of availabie techno]ogy/methdiOgy in

order to make the service more responsive to client users. We believe these

goals were met based on early comments froin impacked employees.

(2) A study of the Agency-wide System for Automatic Processing (ASAP) which has
the immediate objective of identifying means, in coordination with managers,

for saving both time and labor in A.I.D.'s day to day operations through the
application of automation technology. Booz, Allen and Hamilton, the firm conductir
the study has ccncluded in its preliminary report that nif A.1.D. applies
automation to the fine study process (ABS, CP, PID/PP, PIO/T and C, Non-Project
Assistance), there is potential for significant improvement in office productivity|
and efficiency. e believe this report has real potential for accomplishing the
goal of doing more with fewer staff and should be taken into account in developing
the Agency's response to the Ehrlich memorandum. I am attaching for your review

a copy of the Booz study outline.

&
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(3) MWe've also conducted a study of the Agency's Excess Property Program
which is currently managed by the SER Bureau. Again, the object was to take
a critical look at improving the management of this program in relation to
changing external and internal requirements with the smallest possible staff.
We've just received the contractor's report on this study and will soon be

in a position to decide what actions and ultimate savings will be forthcoming.

(4) Vork on development of a Project Manager Handbook is now underway. When
rompleted we anticipate measurable savings in project managers staff time as
they draw on the detailed information continued in this Handbook which is

currently obtained in an unsystematic, ad hoc basis.

Other examples are..........

SER/MP/THREE: GHJoe: 7/25/79:29714 e js
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SER/MO, C. D. MCMakin

v,
FY 1978 Program Increase with the same or lower staff

AA/SER, D. G. MacDonald

/
SER/MO, Jam?j:E%\Thompson

Having recently read Alex Shakow's useful initial draft of
Jo-2 12th on this subject, I am impressed that we are about
to again attempt to squeeze more blood from the old turnip.
While there may have been some in it once, it has long been
dry. For this reason, I am providing these reactions for
whatever use they may be to you.

First, I am impressed that no comprehensive systemic changes
are proposed. Rather, the changes are picking at the
margins -- but within the same underlying structure. Speci-
fically:

—-=- Marginal Probability for Savings. All of the ideas
for ctaff savings -- while useful -- are probably of marginal
collective effect because they have been bled dry over the
years. To try to trim a country program there and be more
efficient here is not likely tc produce a significant saving
overall. When SA, new country programs and the real foreign
policy difficulty of reducing the growing number of country
programs are weighted together, these efforts to identify
savings will likely require as nuch time to staff out as they
will save collectively.

-- Continued Basic Structures. No suggestion is made
which would really drastically effect the way we do business
or how we ore oru. nized to do it. Hints exist, but without
a basic mandate, will likely only further confuse (and hence
increase staff time) rather than clarify. For example, the
IBRD regional office model might work if we were willing to
adopt a new style of assistance. But the Africa experience
would suggest that regional AID offices and country staff
actually delay program development and implementation unless
authorities are more clearly sorted out than they have been.

In short, we have exhausted the degree to which we can modify

the basic blue print of the 1961 AID apparatus without collapse
of the structure. We need a new structurc if we are to survive.
The 1961 idea was rather deliberate in that it created ctaff

at several levels in order to place capacity with responsibility.
It was an effective but expensive idea. While we have cut and

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan

OPTIONAL FORM NO. 10
(REV. 7-76)
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cut it again (and again), we still have (thinly):

—= Functional and geographic bureaus with technical
personnel in AIL/W;

~— Bilateral missions and occasionally regional technical
staffs overseas;

-- Delegations of Authority and extensive AID/W
Pre-authorization review of praposed projects;

== More labor intensive work (more soci.l, environmental
and other special analyses; better work plans; more competitive
contracting; more technical assistance but less capital or
program assistance; etCc.), more management (more contractors,
more performance monitoring and evaluation) bhut fewer personnel

and no reduction in the pressure of external audit, congressional

oversight and congnizance.

—= Mor. demand for compliance, but substantial areas
where we no longer are able to really comply with the full

intent of law or regulations, giving the appearance of efficient

stoff levels (for example, inventory management, records

management, project management, contract monitorship). Mistakes

and gaps which are discovered then give rise to adverse audit
findings and the conviction that more auditors are needed to
discover more arcas wherc people are in non-compliance.

One could elaborate on this, but the point is clear. We
should quietly re-think some of our basic assumptions about
how we organize to do our work if w2 are serious about our
commitment to:

-- maintain quality (and stay out of trouble) ;

-~ increase program volume (more money at least);

=~ maintain present basic resource transfer mechanisms
(technical assistance and institution building); and

-- maintain or reduce present staffing (recognizing that
many functions ore understaffed now).

One approach to this might be to design a paper model of a
minimally staffed Agency imagining that we were starting from
scratch. To do this, one might agree on certain initial
organizational and procedural precepts and then Systematically
apply them to the construction of the model. The ideas and
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issues contained in this model could then be discussed and
decided with an overall rationale and integrity. We might
even end up with some efficiencies we had not imagined possible.
For example, basic precepts might include:

-~ Commitment to the role of planner, coordinator and
financial agent, having implications for the kind and number
of staff we emloy and the degree of direct involvement in
each country program, but suggesting greater engagement at the
pPlanning stages with other donors and AID~-financed intermediary
organizations.

—— Making sharper distinctions between the several roles
of Agency units,. causing more specialization, implying -
economies of scale, more expert respective talent pools and
an enhanced role for comprehensive country programming.

—-- Delegation of program elements to large successful
functional intermediary organizations -- or the stimulation
of new and relevant ones -- enabling AID to concentrate on
Planning, coordination and resource allocation.

—-- Generation of consortia with other donor organizations,
establishing separate and capable management capacity for the
larger projects initiated.

-- Refusal to engage in "retail" project management,
insisting that AID offices and missions, elaborate sufficiently
large (minimum sizes) scopes of work, with the result that
major impact is assured and separate management capacity by
the contractor/grantee guaranteed.

-- Insistance that AID missions identify areas of
assistance where pilot project replication is possible and
planned in the near term, funding the whole thing from the
start.

-- Commitment that systematic methods will be used to
assure that future policy initiatives are realistically
costed before adoption, especially in terms of their workload
effect at the mission level (for example, the theory of savings
with host country contracting versus the reality of substantial
AID involvement).

Certainly, there are other ideas. But I am confident that
if we could gain agreement on these foundation stones of an
"organizational philosophy" that a significantly larger
portfolio could be managed with the same or fewer staff than
at present. Without such a basic re-thinking, I fear we are
only in for more frustration and further over-extension of
our scarcc human capital. This will result in further loss
of performance quality.



