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EXECUTIVE SUMMARY 

The new top  leadership team a t  A.I .D.  has approved several new program 
i n i t i a t i v e s f o r  the 1990s, as wel l  as aspec ia l  e f f o r t  t o  improve St ra teg ic  Manag~ement. 
This paper discusses s t ra teg ic  management issues i n  A. I .D .  and suggests opt ions f o r  
addressing some o f  these. ( A  separate paper covers planning f o r  organizational change 
a t  the Bureau o r  Of f ice  level . )  It i s  assumed t h a t  the global  leadership r o l e  which 
A. I. D. wishes t o  p lay i n  development assistance w i  11 requ i re  new systems and prclcesses 
f o r  continuously pursuing q u a l i t y  improvement and innovation i n  a l l  areas. However, 
revamping in te rna l  systems may be hampered by management decision-making pat terns which 
have been character i  zed as increasingly conservative and r i  sk-aversive. Therefore, an 
ear l y  task o f  top management i s  t o  s t a r t  modifying the  organizat ional  cu l tu re  t o  remove 
penal t ies and add rewards which encourage reasoned r i sk - tak ing  and innovation by s t a f f  
a t  a l l  levels. This includes a l t e r i n g  promotion and bonus schemes t o  be t t e r  motivate 
and recognize s t a f f  accomplishments i n  q u a l i t y  improvement. 

St ra teg ic  Management i s  concerned w i th  ensuring an e f f e c t i v e  match between the 
organizat ion's strengths and the  demands/i n terests  o f  c r i t i c a l  external  forces and 
par t ies .  This means t h a t  senior managers must assess whether A.I.D. goals r e f l e c t  the 
v i t a l  i n te res ts  o f  the  organizat ion and i t s  key stakeholders (e.g., Congress and the 
White House). Addi t iona l ly ,  the Administrator w i l l  need t o  succeed i n  h i s  p lan t o  
reduce the t o t a l  number o f  Agency goals, i f  A.I .D. i s  t o  e f f e c t i v e l y  focus i t s  s t a f f  
t a l e n t  and other resources. Senior managers must a1 so assess the  " f i t "  between the new 
Agency goals and current  organizat ional  s t ruc tures,  procedures, and s t a f f  composition. 
For example, i n  past years, top mahagement acted t o  e l iminate  most d i r ec t -h i r e  
technical  program s t a f f  and r e l y  on outs ide contract  specialists. Consequently, most 
pro jec ts  are designed, implemented, and evaluated by contractors. Moreover, the Agency 
now lacks adequate inhouse technical  expert ise i n  several areas f o r  (1) i d e n t i f y i n g  
development needs and designing qual i t y  programs t o  address these o r  (2) provid ing 
qual i t y  oversight  o f  contractors. Managers thus need t o  decide i f  new s t a f f  mixes are 
needed f o r  the 1990s. To achieve desired leve ls  o f  organizat ional  innovation, managers 
w i l l  a lso need t o  make greater use o f  cross-functional q u a l i t y  improvement teams and 
special act ion projects.  

To be e f f e c t i v e l y  implemented, the  new Agency goals and p r i o r i t i e s  rrlust be 
understood and supported by s t a f f  i n  a l l  pa r ts  o f  the organizat ion here and abroad. 
Managers need t o  provide c lear  information t o  employees on the  new approaches and be 
r o l e  models f o r  program execution. Such modeling w i l l  be more e f f e c t i v e  i f  it s t a r t s  
a t  the top. Therefore, the Administrator 's  O f f i ce  should hold a l l  senior mianagers 
responsible f o r  promoting spec i f i c  q u a l i t y  improvements i n  t h e i r  areas. Moreover, the 
annual work plans o f  a l l  managers ( p o l i t i c a l  and career) should include ta rge ts  f o r  
improving (1) programs, (2) organizat ional  ef fect iveness,  and (3 )  s t a f f  development. 
Precepts o r  guidel ines f o r  promotions and bonuses should be modif ied t o  g ive higher 
p r i o r i t y  t o  act ions which improve the q u a l i t y  o f  Bureau, Mission, o r  Agency outputs, 
rather than simply perpetuate ex i s t i ng  routines. Managers must learn t o  c o n s t r u ~ ~ t i v e l y  
exp lo i t  organizational change and con f l i c t ,  since these are increasingly normal events. 
Classroom t r a i n i n g  and structured on-the-job experiences can help provide in terested 
managers basic concepts and s k i l l s  f o r  assessing innovat ion needs and then designing 
act ion e f f o r t s  t o  address these. 

tttttttt* 



TRANSFORMING A. I. D. FOR GI O B A l  I FADFRSHIP: 
SOMF STRATFGIC MANAGFMFNT TASKS 

Jim Brady, Consultant, PM/TD 

I. INTRODUCTION 

This i s  the f i r s t  o f  two consultancy reports on the 
fo l lowing areas: 

(1)  Strategic Planning and Management 

(2)  Planning f o r  Organizational Change 

The reports r e f l e c t  (1)  recent organizational planning 
work w i th  the new Asia and Pr ivate Enterprise (APRE) Bureau, 
(2 )  recent p r iva te  sector research on organizational 
innovation, and (3)  30 years o f  d i r e c t  and i nd i r ec t  personal 
involvement i n  A. I .D.  program and management issues. The 
views expressed are personal and do not necessari ly 
represent the pos i t ion  o f  PM/TD. 

This f i r s t  report  out l ines some options f o r  A . I .D .  
managers t o  consider i n  t h e i r  current e f f o r t s  t o  improve the 
Agency's s t ra teg ic  planning and management. The focus i s  on 
increasing the organizat ion's capacity t o  innovate, 
pa r t i cu l a r l y  i n  the areas o f  general leadership and 
management. The assumption i s  made t h a t  A .  I .  D. plans t o  
p l a y  a major globa 1 leadership r o l e  i n  development 
assistance dur ing  t h i s  decade and beyond. To do t h i s  wel l ,  
the Agency w i l l  need an e f fec t i ve  organizational system and 
a c r i t i c a l  mass o f  innovative managers a t  a l l  levels. 

B. -act o f  Orsiini7Gional Culture on Innovation: 

A.I.D.'s h i s to ry  suggests t h a t  i t has d i f f i c u l t i e s  i n  
sustaining ce r ta in  types o f  management innovation. For 
example, A.I.D.'s extensive organizational development 
e f for ts  o f  the 1970s had essent ia l l y  disappeared by 1980-- 
along wi th  most inhouse management t ra in ing .  New management 
t ra in ing  programs were s tar ted i n  the mid-1980's and are 
s t i l l  operating. However, a 1982-83 e f f o r t  t o  i n i t i a t e  
qua l i t y  improvement i n  AID/W under the W. E. Deming 
philosophy floundered, apparently because senior managers 
lacked in te res t .  S imi lar ly ,  A. I .D.  has not been a very 
act ive par t i c ipant  i n the current  Federal Government 
i n i t i a t i v e  on qua l i t y  improvement ("TQM"). Consequently, 
the Agency i s  some distance away from the goal o f  becoming 
the best-managed Federal Agency o f  i t s  s ize by 1992--a goal 
announced i n  1988 by Administrator A l len Woods. 



Some observers have suggested t h a t  the current 
decision-making patterns o f  many A.I .D. managers can be 
characterized as conservative and over ly concerned wi th  
self-protect ion. The issue was wel l  a r t i cu la ted  by 
Ambassador Mark Edelman (then Acting Administrator) a t  an 
October 1989 mee$.ing o f  the A.I.D. Managers' Network. M r .  
Edelman observed tha t  whi le A.I.D. had many ta lented people, 
it had poor management practices. He described managerial 
decision-making as of ten being cumbersome, slow, and 
exh ib i t ing  an almost s lavish rel iance on the A.I .D. 
Handbooks. S ta f f  decision papers presented t o  the 
Administrator's o f f i c e  are of ten "mushy" because o f  
excessive compromising i n  the clearance process. Moreover, 
too many decisions are pushed upward i n  the hierarchy 
because managers are re luctant  t o  accept respons ib i l i t y  f o r  
taking action. 1 /  (References are l i s t e d  a t  the end o f  
the report.) 

I n  short, the A.I .D. organizational cu l tu re  appears t o  
have increasingly become one i n  which managers have an 
aversion t o  r isk-taking. I n  defense o f  present decision- 
making practices, some managers argue t h a t  the A.I.D. 
leadership cl imate does not encourage r isk- taking or  
c rea t i v i t y .  For example, there has recently been 
considerable turnover and i n s t a b i l i t y  i n  the top management 
ranks, so overa l l  d i rect ions and program p r i o r i t i e s  have 
been unclear. Some s t a f f  a lso contend t ha t  A. I .D .  auditors 
are obsessed w i th  f ind ing  and repor t ing  problems, rather 
than helping s t a f f  t o  prevent o r  solve them. Consequently, 
a fear o f  doing something "wrong" has contr ibuted t o  a 
conservative and l e g a l i s t i c  approach t o  program design and 
implementation. Some auditors respond tha t  they are being 
un fa i r l y  used by managers as an excuse f o r  not  t r y i n g  new 
approaches. 

However, the Agency should now be able t o  s t a r t  
developing a new organizational cu l tu re  which encourages anid 
rewards reasoned r isk- taking and innovation a t  a l l  levels. 
A top management team i s  now i n  place and i s  def in ing new 
program i n i t i a t i v e s .  I f  increased s t a f f  r i sk - tak ing  and 
innovat ion a r e  seen as c r i t i c a  1 t o  achievement o f  the  new 
program goa l s ,  then top management a lso needs t o  issue 
s p e c i f i c  statements which commit A . I . D .  t o  support such 
behaviors. It may be important t o  involve the Inspector 
General's o f f i c e  i n  t h i s  process, so t ha t  audi tors can also 
make a pos i t i ve  contr ibut ion t o  increasing organizational 
competence? (Figure 1 shows some o f  the personal and 
organizational factors which may contr ibute t o  increased 
r isk- taking by s t a f f  members.) 



Figure 1 , 3 

Organizational Risk Taking: Contributing Factors 

Organization Structural/Cultural Factors 

REWARDS 7 
Formal: money. awards. 
Informal: praise. 

What are my payoffs for 

ORGANIZATION EXPECTATIONS 

Organization needs that 
require taking risks. 
Management attitudes toward 
risk taking. 

What does the organizalion 
expecl from me in  terms of 
risk faking behaviors? 

SUPPORTS 

Training. idea sharing. 
encouragement of 
management and peers. 

How will I be supported if 
I take th~s risk? 

AVAILABLE RESOURCES 

Money, materials, equipment. 
information. 

Do I have what I need l o  
make taking lhis risk pro- 
ductrve? 

Individual Risk Taker 

PROPENSITY 

Inc\ination to take or mold 
risks 

How do I feel about rrsk 
taking? 

DECISION MAKING SKILL 

Skill in using high quality 
declsion making process. 

Does my dectston making 
skill help me choose to take 
appropnate risks? 

Individual Tendency Factors 

EXPERIENCES WITH RISK 
TAKING IN THE ORGANIZATION 

Success or failure in past 
risk tak~ng. Rewards or 
pun~shment for past rtsk 
taking 

How do my past experiences 
with nsk faking relate l o  
taking rrsks now? 

Source:  Maggie Moore and P a u l  Gergen, R i sk  Taking i n  O r g a n i z a t i o n s :  
T r a i n e r  Guide ( O r g a n i z a t i o n  Techno log ies ,  1988), Page 4. .  



Once the top level commitment to increased innovation 
is made, political and career managers at all levels need to 
team up and act to create an organizational culture 
consistent with this goal. Sustained management action over 
a long time period will probably be required for successful 
organizational or cultural transformation. One early task 
should be to alter the Agency's staff reward and recognition 
systems to support quality improvement and innovation. 
Rewards now tend to favor "correct" but routine decision- 
making over the more risky or creative decisions needed to 
blaze new trails in project/program design and management. 

The "merit pay" system rewards people largely because 
they are in senior positions, not because they are 
particularly innovative or make significant contributions to 
increasing Agency competence. With the large pay raises 
recently given to senior executives, the merit pay funds can 
perhaps be more effectively and equitably used to encourage 
and reward innovation--especially among lower level staff. 

The new Administrator, Dr. Ronald Roskens, is 
initiating new program initiatives and promoting better 
"strategic management" so that A.I.D. will have high quality 
programs, services, and management. A December 1990 A.I.D. 
statement on strategic management notes: 

"...We must set bolder goals for transforming 
A.I.D. during this decade. If A.I.D. is to 
be truly relevant, to take a clear leadership 
role that builds on the Agency's successes 
and to become purposeful, flexible, and 
innovative--more powerful actions may have to 
be taken. In 1996 we will be a different 
Agency--more focused, leaner, more effective, 
with better development results." 2 /  

Often, employees dread reorganizations because of the 
disruption of predictable routines and interaction patterns. 
In A.I.D., the apprehension among some staff about the 
pending Agency-wide reorganization also reflects negative 
experiences with previous restructuring efforts of 
questionable value. Therefore, senior managers need to 
communicate a clear picture of the program and staff gains 
to be achieved through reorganization, so that people will 
be positively motivated. As John Gardner observes: 



"...[To] maintain a high leve l  o f  motivat ion i t i s  
essential  t ha t  the largest  possible number o f  
ind iv iduals  w i th in  the system fee l  t ha t  they share 
ownership o f  the problem ( t o  use the cur ren t ly  
popular phrase), and t ha t  they themselves are p a r t  
o f  the solut ion. One o f  the roo t  d i f f i c u l t i e s  o f  
large-scale organization i s  t ha t  those f a r  from 
the top are i n s u f f i c i e n t l y  motivated .... The large- 
scale organization must ask a great deal o f  i t s  
lower-level people. It needs t h e i r  loca l  
knowledge, t h e i r  i n i t i a t i v e ,  t h e i r  problem-solving 
s k i l l s ,  t h e i r  int imate grasp o f  r e a l i t i e s  on the 
f i r i n g  l i n e  ...." 3/ 
The current management l i t e r a t u r e  suggests t ha t  we need 

new ways o f  looking a t  organizat ional change. I n  fac t ,  the  
cha 1 lenge i s  t o  ins t  i t u t  iona 7 i z e  innovat ion processes, so 
t ha t  they are normal and not  d is rup t ive  a c t i v i t i e s .  This 
means t ha t  managers must replace ad hoc s t ra teg ies w i th  more 
systematic and proact ive approaches t o  organizat ional change 
and innovation. For example, the A . I .D .  s t ra teg ic  
management funct ion should not  only be concerned wi th  
se t t ing  sound goals f o r  proar- but a lso f o r  p t g a n i 7 a t i o m  

o v m  and human cesources manaaement. A human 
resources strategy should give p r i o r i t y  t o  select ing, 
developing, and rewarding a corps o f  managers a t  a l l  leve ls  
who are able and w i l l i n g  t o  continuously pursue innovation. 

Expressed i n  the current  management jargon, A.I.D. may 
need more "transformational" leaders and fewer 
"transactional" leaders. Transactional leaders may be good 
a t  maintaining rout ine processes o r  making slow, incremental1 
improvements, but t h e i r  cont r ibut ion t o  organizat ional s k i l l  
i s  l imi ted.  Transforming leaders get people enthused and 
committed t o  achieving s i gn i f i can t l y  new ways o f  doing 
business. Transformational leadership may be c r i t i c a l  f o r  
developing the leve l  o f  organizat ional competence needed by 
A.I.D. i f  it i s  going t o  be a more proact ive and inf luent ia.1 
actor i n  U.S. fore ign po l i cy  operations. 

11. CONCEPTUAL FRAMEWORKS FOR STRATEGIC MANAGEMENT. 

Def 7n7t70n 
. . .  

: S t r a t e g i c  Management i s  the  continuous 
process o f  ana lys is ,  planning,  a c t i o n ,  and learning which 
aims t o  keep the  organiza t ion  at tuned t o  i t s  environment. 
It seeks t o  ( a )  c a p i t a l i z e  on organiza t iona l  strengths and 
externa 1 oppor tun i t ies  and ( b )  minimize o r  avoid 
organizat  iona 7 weaknesses and externa  7 t h r e a t s .  S t r a t e g i c  
Management i s  proact ive  and f u t u r e  or iented; .  i t  seeks t o  
gain a compet i t ive  advantage f o r  t h e  organiza t ion .  
(Adapted from: D. J. Power, e t . a 7 . ,  Stra tea ic  Man- 
Skills) 



I 
" I f  you lack character, you need a system." 

. . . A1 be r t  Camus 
- I 

I 
J 

A. Jreatinn the Ornanization As An O~en  Svstem: 
. . 

Paradigms, models, o r  ana ly t i ca l  frameworks can be 
useful as long as we do not  take them too seriously. One o f  
t h e i r  primary values i s  helping us decide which questions t o  
ask. Consequently, there are no neat o r  r e l i a b l e  models 
which w i l l  show A.I .D. managers what t o  do t o  keep t h e i r  
organizations o r  un i t s  e f fec t i ve .  An "open systems" model 
o r  framework can thus be useful i n  analyzing an 

and i t s  i n twac t i ons  organizat ion's i n t e rna l  o ~ e r a t i o n s  wi th  
key elements i n  i t s  environments. This analysis can help 
i den t i f y  areas needing improvement, but  the manager must 
decide which areas and which improvements are t o  be targeted 
for  action. An open systems approach would thus assume t ha t  
the A.I .D. organization has cer ta in  character ist ics:  

( 1 )  A.I .D. has been created t o  achieve ce r ta in  GOALS 
through the conversion of INPUTS (resou'rces) i n t o  OUTPUTS i n  
spec i f i c  environments (domestic and in ternat ional ) .  
Organizat  iona 7 e f f e c t i v e n e s s  i s  thus measured by impact i n  
t h e  ex terna  7 world,  not  by what occurs i n t e r n a l  7y. This i s  
s ign i f i can t  because many USAID Missions have increasingly 
focused on in te rna l  processes and decreased external 
interact ions.  I f  the Agency needs t o  focus more on external 
actions and impact, then managers may need t o  revamp 
in terna l  documentation and report ing requi rements. 

( 2 )  A . I . D .  depends upon EXTERNAL actors and 
"stakeholders" t o  provide the INPUTS (resources) needed t o  
survive and maintain organizational health. Stakeholders 
include c l i en ts ,  employees, suppl iers, and f inanc ia l  
supporters. A.I.D.'s s i t ua t i on  i s  somewhat unusual because 
i t s  OUTPUTS are produced f o r  overseas c l ients whi le i t s  
INPUTS (especial ly  f i nanc ia l  resources) come from i t s  
domes ti^ aakeholders. The linkages between output and 
input leve ls  are thus not always c lear  (e.g., a s i gn i f i can t  
percentage o f  the Securi ty Assistance budget f o r  the Near 
East has l i t t l e  t o  do w i th  A.I.D. program output leve ls) .  



(3) The organization consists of interde~e- 
COMPONENTS (or subsystems) which interact to determine 
efficiency and effectiveness. The quality and level of 
staff inputs thus significantly affect the level and quality 
of organizational services and other outputs. Tinkering 
with one component of the organizational system can have 
unanticipated repercussions elsewhere in the system. In 
A.I.D., it may be important to assess the impact of recent 
changes in structures and staffing mix on the organization's 
capacity to address changing program goals. 

(4) Organizational managers establish and use 
information L E € U  ,-ems to (a) track progress toward 
goals over TIME and (b) monitor critical external trends and 
actors. Such feedback should be objective, timely, and 
focused on key results areas and issues. 

While A.I.D. has elaborate formal evaluation systems for 
projects, less attention has been given to objectively 
monitoring or evaluating the ( 1 )  general country impact of 
Mission portfolios or (2) cost-effectiveness of A.I.D. 
internal functions (programming, design, policy 
coordination, accounting, auditing, legal counsel, etc.). 

( 5 )  Senior wmanaqers have the principal responsi bi 1 i ty 
for: (a) establishing and communicating meaningful 
organization goals, (b) facilitating and controlling the 
conversion of inputs into outputs (including actions to 
maintain effective management subsystems), (c) and actinq QD 
information feedback to adjust internal operations (and 
sometimes change the organization's goals). Figure 2 is a 
general view of an A.I.D. bureau as an "open system" or 
input-output model. Table 1 lists some management tasks as 
seen from a systems perspective. 

In the following sections, we will focus on components 
of the "management subsystem" since managers are responsible 
for maintaining a proper match between organizational 
competencies and changing environmental or external demands. 
In looking at strategic management tasks, we will use the 
"7-S" framework developed by the management consulting firm 
of McKinsey and Company. Research by McKinsey consultants 
and others on effective organizations suggests that managers 
need to establish and maintain appropriate relation- 
among the following seven organizational elements: 

1. Shared Va7ues (superordinate goals, visions) 
2. Strategies (action plans & resource commitments) 
3. Structures (how tasks and staff are organized) 
4. Systems (policies, procedures, documentation) 
5. Sta f f ing  (mix of staff talent) 
6. Styles o f  Leadership (communications and behavi orr; ) 
7. Ski77 (overall organizational competence) 



Figure 2: Components o f  an Organizational System 
(A. I. D. Bureau) 

--- >-- >-- >-- >-- > PASSAGE OF TIME -- >-- >-- >-- >-- > 

EXTERNAL (ENVIRONMENTAL) INFLUENCES: 

. . [Domestic and I n te rna t i ona l ]  

POLITICAL - LEGAL - ECONOMIC - CULTURAL - TECHNICAL - PHYSICAL 

Specif ic external  inf luences may be exerted through 
INTERESTED ORGANIZATIONS OR "STAKEHOLDERS" l i k e  the fo l lowing:  

................................................................. 
I I 
I, 
I 

I 
I 

I Other A.I.D. O f f i ces  - Congress - Other USG Agencies 
I 

I 
I 

I 
I 

I 

USAID Missions - In te res t  Groups - Other Donors 
I 

I 
I 

I 
I 

I I 
I 

I Host Gountry Governments - C l ien ts  - Contractors/Grantees 
I 
I I 
I 

The "Public" Other: I 
I I 
I I 
I 
I I ................................................................. 

- 

II 
11 BUREAU'S ORGANIZATIONAL SYSTEM II 
II 

II 
II I n t e rna l  Components and O ~ e r a t i o n s  II 

II 
II 

II ( Subsytems ) I1 
I1 

II 
II I! 
!I INPUTS OR --->--- >MANAGEMENT --->--- > OUTPUTS: :I 
I! RESOLIRCES OR PRODUCTION II 
II 

II 
II 
II 

SUBSYTEMS : II 
II 

II 
II 

II 
II II 
II 

II 
II Ideas I Se t t ing  Goals I Services I I 

II 
I! 
II 

Information Organizing I Funding I; 
Funds S t a f f i n g  ! Advice II 

I 
^--- >--- > People =====> Leading - - - - - ->  - - - - Train ing ---- - - - ->  r 7  GOALS 
I 
I 11 Equipment 1 Communicating I Equipment v 
^ II 

II 
I II 
1 II 
^ II 

II 
1 II 

II 
I II t 
^ IL-----------^-------------------^-------------------^----------- 1 ------------ ------------------- ----------- v 
I 1 I I I 
I I I I I ^<---<-----<--I--<-----<------<---'--<--<------<-----<---'-<---<---<----<- 

Feedback o f  1nforma;i on on Bureau ' s ~er iormance 

Space I Imp 1 ement i ng I Reports I 
I Evaluating I 

II I 
II ' 
II I 
n \;. 



Table 1 - BASIC SYSTEHS MANAGEMENT TASKS 

1. SYSTEM DEFINITION: Define the boundaries o f  your organizational 
system and the major i n t e rna l  components. Then i den t i f y  and assess current  
and projected external  trends/organizations which can have a s i gn i f i can t  
impact on your organization. 

2. ORGANIZATIONAL F I T  WITH ENVIRONMENT: Assess match o r  " f i t "  between 
(1) current  organizat ional  goals and capaci t ies and (2) demands/needs o f  key 
external groups ("stakeholders"). Then revise organizat ional  plans and goals 
as needed t o  address current  and fu tu re  needs. 

3. MANAGER'S ACTION AGENDA: Establ ish your personal Actlon Agenda 
which defines the spec i f i c  tasks and resources needed t o  achieve continuous 
improvements o r  innovations i n  (a) programs, (b) the organizat ional  set-up, 
and (c)  s t a f f  t r a i n i n g  and development. 

4. SPECIFIC WORK PLANS: Using Manager's Agenda and other guidance, 
work w i t h  s t a f f  t o  (a) set  medium and short  term goals and (b) make annual 
work plans f o r  each u n i t  and ind iv idua l .  Plans a t  each leve l  should include 
some spec i f i c  qua l i t y  improvement and innovation goals f o r  (1) programs, (2 )  
organizational development, and (3 )  s t a f f  development. Plans should include 
spec i f i c  ta rge t  dates f o r  reaching progress benchmarks o r  milestones. 

5. RESOURCE BUDGEfS: Commit f i nanc ia l ,  human, and other resources 
needed f o r  implementing plans. 

6.  PROGRESS HONITORING: Assign respons ib i l i t y  t o  spec i f ic  
un i t s /~ersons  f o r  monitoring and repor t ing on (1) key external  trends and key 
stakeholders o r  competitors and (2) progress o f  organizat ion toward goals. 

7.  QUALITY IMPROVEMENT TEAMS: Create and empower teams a t  a l l  l e ve l s  
t o  improve q u a l i t y  of services. Provide teams w i t h  t r a i n i n g  and f a c i l i t a t o r  
services needed t o  organize and operate e f f ec t i ve l y .  

8 .  LEADERSHIP: Review and improve leadership s t y l es  and behaviors o f  
managers and supervisors so t h a t  these provide a c l imate which encourages 
s t a f f  c r e a t i v i t y  and innovation. Stress importance o f  managers' d a i l y  act ions 
i n  increasing mutual t r u s t  and cooperation. 

9. REWARD SYSTEHS: Link performance evaluation and reward systems t o  
each u n i t ' s  o r  person's progress on achieving improvements and innovations. 

10. OPEN COMMUNICATION: Ensure t h a t  organizational communication f lows 
are s u f f i c i e n t l y  fas t ,  open, and accurate--to f a c i l i t a t e  organizat ional  
learning and decision-making. As needed, create special modes t o  
f a c i l i t a t e  communication and act ion on improving operations (e.g., get 
independent feedback on organizat ional  performance and impact). 

11 . REVIEW AND REVISION OF SYSTEM: Schedule regular  reviews o f  
i n te rna l  progress/problems and external  impact (meeting needs o f  c l i en t s ,  
employees, and other organizat ional  stakeholders). Always have d is in terested 
par t ies  as "dev i l ' s  advocates" i n  important reviews ( t o  keep discussions 
r e a l i s t i c  and avoid excessive group conformity o r  "group-think"). Act on 
feedback and review informat ion t o  make needed changes i n  goals, programs, o r  
in te rna l  operations and s t a f f .  



This "7-S" framework t rea ts  Organizat iona 7 Ski 7 7 o r  
competence as a dependent var iable since it re f l ec t s  how the 
other s i x  elements are handled. I n  looking a t  these factors  
as they a f f ec t  A.I .D.,  we w i l l  draw on recent studies o f  
U.S., B r i t i sh ,  and Japanese f i rms. 4/ The reader can decide 
which suggestions are relevant t o  A.I.D.. 

111. SHARED VALUES AND OVERALL GOALS 

Def 7n7t7on 
. . . 

: Shared -5 are the s i g n i f i c a n t  
guiding concepts o r  basic be 7 i e f s  which 
organ i za t  iona 7 members have i n  common. These shou 7d 
be re f lec ted  i n  the organizat ion 's goa 7s and the 
da i 7y decis ion-mak ing o f  senior  managers. 

I 
ent ion: I s  there cu r ren t l y  a shared be7 i e f  among 1 

A. I. D. s t a f f  i n  the need f o r  extensive and continuous 1 
organ i za t  iona 7 improvement and innovat ion? O r ,  a re  ' 

they s a t i s f i e d  w i t h  th ings as they are? 

. . 
A. Yls ion S t a m e n t s  and RevoM: 

This should be a prop i t ious time f o r  A.I .D. managers 
and s t a f f  t o  determine what the Agency should =hieve 
become over the next decade. Recent studies o f  management 
t ra in ing  impact w i th in  A.I .D. suggest t ha t  a new cl imate o f  
concern f o r  pursuing be t te r  management i s  evolving, although 
act ion lags behind verbal izat ion.  Moreover, the new top 
management team has issued basic statements on A.I.D.'s 
mission and new program i n i t i a t i v e s .  While i t i s  normal f o r  
managers t o  focus on se t t i ng  program goals, spec i f i c  goals 
are also needed f o r  (a) ornanizat ional  improvement and ( b )  
a a f f  develo~ment ( inc lud ing management development). 

Clear s t ra teg ic  d i rec t i on  i s  important f o r  properly 
channell ing s t a f f  energies and other resources over the lonlg 
term. This means t ha t  the overa l l  v is ions and goals 
promulgated by top management must be understood and 
accepted a t  a l l  leve ls  o f  the organization. As one current  
book on strategy observes: 



"...The en t i r e  management team must work t o  
ensure tha t  the concept o f  a s t ra teg ic  v i s ion  
becomes woven i n t o  the very f ab r i c  o f  the 
organization and becomes an in tegra l  par t  o f  
the management cu l tu re  .... A c lear s t ra teg ic  
v is ion  allows the enterpr ise t o  estab l ish i t s  
highest 1eve.l goals and t o  formulate the 
plans necessary t o  achieve these goals. 
Communicating the v i s ion  i s  as important as 
formulating it. Many a s t ra teg ic  v is ion  has 
f a i l e d  t o  mater ia l ize because i t was not 
e f f ec t i ve l y  communicated t o  those who were 
required t o  implement i t  ...." 5 /  

This suggests t ha t  the Agency's broad s t ra teg ic  goals 
must be t ranslated i n t o  more spec i f i c  operational 
objectives, plans, and budgets a t  lower leve ls  o f  the 
organization. There should also be an appropriate among 
goals, organizational competencies, and resource 
ava i l ab i l i t i e s .  While the respons ib i l i t y  f o r  coordinating 
t h i s  goal-sett ing process l i e s  w i th  the top p o l i t i c a l  and 
career managers, provisions should be made f o r  act ive s t a f f  
pa r t i c i pa t i on  a t  a l l  levels.  Figures 3 and 4 are basic 
values statements for  General E l ec t r i c  and Honda Motors. 

One in t rac tab le  problem o f  s t ra teg ic  management i n  
A.I .D. i s  the accumulation o f  too many program goals and 
p r i o r i t i e s  over the years. During a meeting between a 
previous A.I.D. Administrator and h i s  senior s t a f f  t o  bet ter  
focus A.I.D.'s ef for ts,  the Administrator reportedly wanted 
t o  add new goals, but refused t o  el iminate any o f  the many 
ex is t ing  goals--because "they are a l l  important". 
Unfortunately, if everything is important, then nothing is 
important? A management task i s  thus t o  make choices and 
rank p r i o r i t i e s  i f  resources are not  t o  be dissipated. The 
new top management team has indicated t h a t  A.I .D. must 
concentrate i t s  e f f o r t s  on fewer goals i f  i t i s  t o  do 
qua l i t y  work. Hopefully, it w i l l  be more successful than 
i t s  predecessors i n  reducing Agency commitments. Figure 5 
i l l u s t r a t e s  possible elements and linkages i n  an A.I.D. 
s t ra teg ic  planning and management cycle. 

B. promotina Innovation as a Basic Marnaement Task: 

The tasks o f  managers can be grouped i n t o  the fo l lowing 
three categories: 
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GE Value Statement 

I BUSINESS CHARACTERISTICS 

Lean 
Whal - Reduce tasks and the people rsqulred to do them. 
Why-C~bdevebplngrrwld~leadership. 

AO* 
Hmal - Delayedng. 
Why - Creale last dedsio-ng In r a w  changing rrald lhragh Improved 

communlcafkn and kwxeased lndvidual response. 

cmathrs 
Hmal - Devekpmenl of new ideas- Imomtion. 
Why - Increase customer wtkladbn and operatiq marglns thrargh hlgher 

I value fmbcts and senrlces. 

W-- SeU~onlidence lo tmsl others. SeUcomnce lo delegate to others 
the lreedom to ad while. al lim same thne. dlconlidence to lnuohm ~. ~~ ~ . 

higher levels In issues &tical lo the busikss and the corporatian. 
Why -supports concept of mom IndMdual responsibility. capablbly to ad 

quldly and Independenlly. Should Increase pb satlsfadkn and lmprwe 
undentandng d dsks and rewards. Wle delegation ts dtkal. them h a 
small percentage d Mgh-hnpad Issum that need or m q h  Involvement of 
higher levels withln the business and wilMn the corporatbn. 

mmw 
WhaI -Recognition and ampemah commensurate with dsk and 

per(amwrce-- hlghly dlffermltaled by Indviduaf, rrith racognlIIon d 
total team achiewment. 

Why - Necessary lo attmd and &ale me type d hdMduab rsqulred b 
##nnplsh GE'8 objecWm. A I 1  budms should prwlde a1 people 
with I 1  opporhmnity. 

I INDIVIDUAL CHARACTERISTICS 1 

ReaRty 
What - Describe the edronment as H k-- no( as we hope H b be. 
Why - C W  lo devebping a vlskn and a wimJng strategy. and b gainlq 

universal acceptance lor their knplementatian. 

Leadenhlp 
Hmat - Suslained pasdon lor and amnilmen1 b a pmactb, shared vlskm and 

Hs Inplementanon. 
Why -To rally teams toward a c M n g  a comnon objedhre. 

Candor / Openness 
Whal - Conplele and frequent sharing of Inlomalion wilh inchiduals (appreisak, 

elc.) and organizallon (eveylhing). 
Why -Critical to employees knovring where they, thelr eflorls, and their 

business 6tand. 

Sh@icity 
Whal - Slrhre for kevity, darlty. the 'elegant. dnple solullon'-- less is better. 
Why - Less conplexhy Inproves eveythlng. from reduced bureaucracy lo 

better produd designs lo kwer costs. 

InnesrHv 
Whal - Nwer bend or wink al the m h ,  and ha wilMn both the splrll and lelter d 

Me bws 01 w e n  abbal business arena. 
Why - C W l  to gainikthe gbbal arenas' acceptance of our rlgM lo grovr and 

wasDer. Evew constituency: shareormers rrho Invest; arstomenr rrho 
brchase; cohmunity lhal supports; and employees who depend, 
exDed. and desewe our unewhrocal commilmenl lo Meprily In every - .  
fa&t oi our beha*. 

W M g n i l y  
Whal - Resped and kverage the taknl and aWbulbn of every inchidual In 

both good and bad Nmes. 
Why - T e a m  rlnprrk M !n?rl. m-e~al u!!ks!&!x, =R! !k shered We! 

that the IndMdual win be treated fairly In any edrormenl. 



Figure 4 

@ HONDA 

SOURCE: Value statements for General Electric and Honda are from: 
Richard Tanner Pascale, Managing on the Edge 
(Simon and Shuster, 1990- 

HONDA MOTOR CO., LTD. 
C4- PfincipIe 

maintaining an brtematbnal viewpoint, we are dedicated to supplying 
produds of the highest en iciency yet at a reasonable price for 

wotidwii customer sewice.' 

HONDA MOTOR CO., LTD. 
Management Policy 

Proceed always wlh amblion and youthfulness. 
Respect sound theory, devebp fresh ideas, and make 

the m s t  effective use of time. 
Enjoy your work, and always brighten your working atmosphere. 
Stdve constantly for a hamnious lbw of work. 
Be ever mindful of the value of research and endeavor. 

HONDA MOTOR CO., LTD. 
Operating Priorities 

In all w a s  of manufacturing 
operalions, Honda of America Manulacturing, Inc., 

observes the folbwing priorities: 
1. Safety 
2. aualny 
3. Produdion 

HONDA MOTOR CO., LTD. 
Operating Princ;Pks 

Quallty In AU Job 
Learn, Think, Analyze, Evaluate, and Improve 

Relhbb Ploducts 
On lime, with Excellence and ConsMency 

Better Communication 
Usten. Ask, and Speak Up 

1988 SLOGAN 
Quality for the world from our hands and minds: 

I 



Figu re  5 
OVERVIEY OF STRATEGIC MANAGEMENT CYCLE IN  A.I.D. 
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( 1 )  Routine o r  recurr ing tasks: doing the same things 
t ha t  you d id  l a s t  year and the years before tha t .  

( 2 )  Problem so lv inq  tasks: correct ing deviat ions from 
performance standards o r  lapses i n  performances. 

(3) Lnnovation tasks: doing th ings i n  s i gn i f i can t l y  
new and bet ter  ways. 

The surv iva  1 and growth o f  most modern organizat ions 
depend upon the  i r  managers be ing cont inuous l y  engaged i n  
some innovat ion tasks.  Theref ore, whi 1 e some rou t i  ne and 
problem solv ing tasks may be important, they must not  be 
permitted t o  deter managers from also pursuing innovation 
and qua1 i t y  improvement. Innovati  on may be i n t r i n s i c  
( i n te rna l  i n  o r i g i n )  o r  ex t r i n s i c  (something new which i s  
adopted o r  adapted from outside). E i ther  type i s  f i ne ,  as 
long as the r esu l t  i s  a bet ter  way o f  doing things. 

The pace and scope o f  innovation are o f ten  d ic ta ted by 
changing external trends. Even though an organizat ion i s  
making incremental improvements, these may be inadequate i f  
others are breaking new ground i n  technologies, marketing 
strategies, o r  management systems. For example, some 
American automobile makers are s t i l l  s t r i v i n g  t o  reduce 
basic mechanical defects i n  t h e i r  cars, whi le t h e i r  fore ign 
counterparts have moved on t o  a new playing f i e l d  where 
qua l i t y  i s  taken f o r  granted and competition i s  based on 
such considerations as car-driver ergonomics o r  in te rna l  
aesthetics. Therefore,  organizat ions which r e  1y on sporadic 
o r  piece-meal improvements may f i n d  these a r e  not meeting 
t h e  changing expecta t ions  and needs o f  key c l i e n t s  o r  
stakeho lders,  p a r t i c u l a r l y  i f  competitors a r e  innovat ing 
f a s t e r .  I n  A.I.D., an important s t ra teg ic  management task 
i s  t o  assess the perceptions o f  key external stakeholders o f  
the ~gency ' s  effectiveness as a fore ign a i d  instrument ( i n  
comparison t o  other U.S. or  mu l t i l a t e ra l  agencies o r  p r iva te  
sector e n t i t i e s ) .  Such an assessment should help A. I .D.  t o  
decide on the scope, speed, and in tens i t y  needed i n  i t s  own 
ef for ts  t o  innovate. 



Actual ly,  many managers i n t e l l e c t u a l l v  accept the idea 
t ha t  continuous innovation i s  needed t o  cope w i th  the rapid 
pace o f  change i n  today's world. However, they of ten lack 
the m o t i o n a l  commitment needed t o  e f f e c t  change. They are 
comfortable wi th  t h e i r  da i l y  rout ines, whi le improvement and 
innovation are o f ten  associated w i th  s t ress fu l  r i  sk-taki ng 
and uncertainty .qf outcomes. As John Shaw observes: 

"So much o f  the business l i t e r a t u r e  and the 
substance o f  motivat ional seminars ex to ls  the 
v i r t u e  o f  innovative th inking;  it makes one wonder 
why a l l  companies are not  more innovative. The 
answer i s  straightforward: r i s k  and the status 
quo. The comfort and secur i ty  o f  what i s  known 
and a fear  o f  the unknown are powerful deterrents 
against innovation. Without a wi l l ingness t o  
change, innovation s t ra teg ies can be nei ther 
formulated o r  executed." 6/  

Many recent studies o f  innovation i n  American and other 
f i rms conclude t ha t  the ac t i ve  involvement and pos i t i ve  
support o f  the top management i s  c r i t i c a l  t o  success. One 
report  notes tha t  the Chief Executive promotes a set  o f  
basic values and be l i e f s  which manifest themselves i n  an 
organizational commitment t o  innovation and improvement. As; 
suggested ea r l i e r ,  A.I .D. senior p o l i t i c a l  and career 
managers must take the i n i t i a t i v e  i n  establ ishing a su i tab le  
organizational cl imate f o r  innovation. 

I V .  STRATEGY AND RESOURCE COMMITMENTS 

Def 7nrt7orl 
. . . 

: Stratecry r e f e r s  t o  the  organizat ion's  
general goals, p o l i c i e s ,  act ion  plans, and resource 
commitments t o  get i t  from where/what i t  i s  now t o  
where/what i t  wants t o  be i n  the fu ture .  This 
inc ludes f ind ing  i t s  "market niche" and considering 
i t s  strengths and weaknesses i n  t r y i n g  t o  f i l l  tha t  
niche. 

s t  ion: How do A.  I .  0. managers develop s t ra teg ies  
f o r  organizational improvement which e l i c i t  strong 
support from employees and other key stakeholders? 

The e f fec t i ve  organizat ion has s p e c i f i c  w r i t t e n  
s t ra teg ies  f o r  pursuing desired innovat ions ( inc luding 
commitments o f  s t a f f ,  funds, and other resources). 
Innovation strategies are also proactive; the organization 
does not wai t  t o  react  t o  what others are doing. A recent 

post  a r t i c l e  on Japanese economic a id  suggested 
t ha t  the Japanese strategy i s  less concerned w i th  
development o r  humanitarian object ives than i n  i den t i f y ing  
and exp lo i t ing  LDC markets i n  behalf of Japanese business 
firms. The a r t i c l e  notes that :  



"Japan's seemingly clear-eyed emphasis on i t s  economic 
se l f - in te res t  contrasts w i th  a U.S. a i d  program tha t  
appears t o  be i n  a s ta te  o f  confusion, shrinking i n  
s ize  and uncertain o f  i t s  purpose." ( W h i n a t o n  Post, 
January 13, 1991, page HI)  

Some observers have suggested t ha t  we need t o  copy the 
Japanese approach. While we can learn from the Japanese, 
IBRD, o r  other a i d  donors, A.I.D.'s strategy needs t o  be 
consistent wi th  ce r ta in  American e th ica l  and cu l t u ra l  mores. 
Before adopting other donors' strategies, A. I .D.  a lso needs 
t o  i den t i f y  and bu i l d  on i t s  own unique organizational 
strengths and pos i t i ve  s t a f f  values. Managers need t o  make 
c learer decisions on the r e l a t i v e  emphasis t o  be given t o  
each o f  the fol lowing program areas: humanitarian aid, 
economic development, pol i t i c a l  development, support f o r  the 
U.S. commercial o r  PVO/NGO sectors, and war r ehab i l i t a t i on  
( a f t e r  the Gulf War ends). As indicated ea r l i e r ,  the Agency 
cannot achieve excellence by t r y i ng  t o  be a l l  th ings t o  a l l  
people. On the other hand, g iv ing  top p r i o r i t y  t o  the 
narrow in te res ts  o f  a pa r t i cu la r  domestic group ( a l a  the 
above-mentioned Japanese program) might a lso prove 
disastrous. Some surveys suggest t ha t  the American publ ic  
i s  most supportive o f  humanitarian assistance. I f  these 
data are va l id ,  would t h i s  a f f e c t  the p r i o r i t y  and pub l i c i t y  
given t o  such programs i n  the t o t a l  organizational strategy? 

As suggested ea r l i e r ,  t rans la t ing  chosen s t ra teg ies 
i n t o  resu l t s  requires the creat ion o f  a hierarchy o f  aims 
ranging from long term Agency goals down through 
Bureau/Office/Mission object ives t o  annual work object ives 
f o r  each u n i t  or i n d i v i d u a l .  Since management t ime i s  a  
valuable resource, managers should also use t h e i r  
weekly/daily appointment books t o  commit spec i f i c  time 
blocks f o r  qua l i t y  improvement and innovation tasks. 
Otherwise these l a t t e r  tasks can quickly get displaced by 
rout ine o r  unexpected ( " c r i s i s " )  a c t i v i t i e s .  

V. THE IMPACT OF STAFF SKILLS ON EFFECTIVENESS 

Def 7n7t70n 
. , . 

: Staff W r e f e r s  t o  the  types and 
quant i t i es  o f  human resources i n  the  organization. A 
basic s t r a t e g i c  management task i s  t o  ensure t h a t  the 
current /projected s t a f f  mix i s  consistent with the  
organizat ion's  changing goa 7s and p r i o r i t i e s .  

Quest ion: How good i s  the  f i t  between A .  I .  D. ' s  s t a f f  
mix and i t s  program p r i o r i t i e s ?  



I n  se t t i ng  s t ra teg ic  goals, managers should be 
sens i t ive t o  the between these goals and the s t a f f  
competencies avai lable t o  pursue them. A.I.D.'s s t a f f  mix 
has been s i gn i f i can t l y  a l tered over the years and t h i s  has 
affected oraanizat ional s k i l l ,  pa r t i cu l a r l y  i n  development 
assistance operations. For example, several years ago, 
senior A.I.D. managers decided t o  replace d i rec t -h i re  
technical spec ia l i s ts  wi th  contract s ta f f .  Consequently, 
most A.I.D. p ro jects  are now designed, implemented, and 
evaluated en t i r e l y -by  outsiders. Contractors o f ten  fear  
t ha t  being candid i n  describing implementation problems 
could jeopardize fu tu re  contract opportunit ies, so t h i s  has 
affected the qua l i t y  o f  A.I.D. decision-making on projects.  

With the abo l i t i on  o f  many technical posi t ions,  A.I.D. 
now lacks high qua l i t y  inhoum m e t e m  i n  several areas 
t o  ( 1 )  assess development needs and recommend e f fec t i ve  
programs t o  address these o r  ( 2 )  provide technical oversight 
o f  contractors. The current  d i rec t -h i re  s t a f f i n g  mix i s  one 
which r e f l e c t s  a predominance o f  program general is ts and 
process spec ia l i s ts  ("design" o f f i ce rs ,  economists, lawyers, 
auditors, etc.) .  Consequently, process has sometimes 
displaced substance i n  many areas o f  development assistance. 
Moreover, the pressures t o  comply w i th  fund ob l iga t ion  
deadlines and documentation requirements-are much greater 
than pressures t o  produce high qua l i t y  pro jects  and 
programs. This approach i s  re inforced by the s t a f f  
assignment and reward systems. 

Senior managers thus need t o  decide whether the current 
s t a f f  mix w i l l  produce the high qua l i t y  technical  and other 
performance needed f o r  the new program i n i t i a t i v e s .  I f  
increased inhouse technical competence i s  deemed important. 
then some s h i f t s  i n  s t a f f i n g  and recruitment are needed. I t  
may not be possible t o  have adequate numbers of  d i rec t -h i re  
technical or  development s ~ e c i a l i s t s  in key program areas. 
However, A. I . D .  probably needs a core group of  g u t s t a d n q  

general is ts i n  a l l  areas where i t  aspires t o  
provide in te rna t iona l  leadership i n  development assistance. 

Once the needed s k i l l s  mix i s  defined, various t a c t i c s  
w i l l  be needed t o  achieve i t  over time. These may include 
special inhouse and external programs t o  r e t r a i n  current 
s t a f f  f o r  new roles, recruitment o f  new types o f  s t a f f  from 
outside sources, de ta i l i ng  s t a f f  from other USG agencies, or  
contracting. Getting more s l o t s  f o r  technical s t a f f  can be 
achieved i n  pa r t  by e l iminat ing general is t  jobs whose d i r ec t  
cont r ibut ion t o  Agency competency i s  not  evident. To 
a t t r a c t  and re ta in  the types o f  special ized t a l e n t  needed t o  
achieve excellence i n  development, A.I.D.&m,LIU d e v e l o ~  

1 or  m u l t i ~ l e  career t r u ,  instead o f  perpetuating 
outmoded pos i t ion  c l ass i f i ca t i on  and promotion schemes which 
force competent spec ia l i s ts  and professionals t o  become 
"managers" o r  "chiefs" .  



V I .  ORGANIZATIONAL S'TRUCTURES 

. . . 
e f i n i t i o n :  Structure re fe rs  t o  the ways i n  which 

the organizat ion re la tes people, author i t ies ,  and 
tasks. The organizat ion char t  defines the hierarchy 
through which o f f i c i a l  decisions and communications 
are supposed t o  f low. Informal structures are those 
not o f f i c i a l l y  promulgated by management; they may 
support or  undermine the o f f i c i a l  set-up. 

Question: Are A.I.D.'s basic structures outmoded? 
J 

A. ImDact o f  Structures on Innovation: The structure 
o r  form o f  an organizat ion should be determined by i t s  goals 
and functions. However, over time organizations can take on 
a l i f e  o f  t h e i r  own, unless act ion i s  taken t o  keep them 
responsive t o  changing needs. I n  innovative organizations, 
structures are developed which focus s t a f f  energies and 
other resources on producing high qua l i t y  outputs o r .  
serv i  ces. Peop 7e a r e  thus o r i en ted  outward ra the r  than 
inward. Innovative organizations also tend t o  decentralize 
respons ib i l i t y  and author i ty  t o  those un i t s  closer t o  
operations and c l i en ts ,  because such un i t s  are i n  a bet ter  
pos i t ion t o  respond t o  changing needs. 

Although a major rest ructur ing i s  already underway i n  
A.I.D., senior managers might pause t o  r e f l e c t  on present o r  
planned structures and then ask what changes w i l l  be best 
f o r  implementing new and continuing p r i o r i t y  programs during 
the coming years. Which arrangements w i l l  permit the best 
use o f  c r i t i c a l  human and other resources t o  produce 
continuous innovation and improvement? For example, l e t  us 
assume t h a t  our economic development assistance should f i r s t  
and foremost be concerned w i th  f o s t e r i n g  c r e a t i v e  answers t o  
s i g n i f i c a n t  host country prob7ems. This suggests t ha t  
A. I .D.  should be structured l i k e  an appl ied research and 
development organizat ion i n  which s t a f f  are r e l a t i ve l y  
unhampered by bureaucratic r es t r i c t i ons  as long as they are 
productive. This organizat ional approach would f a c i l i t a t e  
the use o f  s t a f f  from a 7 7 areas as integrated teams t o  
produce a steady stream o f  innovations t o  address c l i e n t  
needs. 
Program managers would have au thor i t ies  and respons ib i l i t i es  
which cross t r ad i t i ona l  funct ional  l ines.  There would also 
be mul t ip le  career channels which permit ta lented 
professionals t o  be promoted and rewarded without having t o  
become program o f f i c e r s  o r  managers. 



However, the current organizational s t ructure o f  A. I .D. 
may be closer t o  t ha t  o f  an obsolete factorv i n  the Rust . . 
Bel t?  People are placed i n  W a d l t ~ o n a l  b u r e w a t i c  
h ierarchies and one's pos i t ion  i n  the hierarchy large ly  
determines h i s  o r  her rank, pay, perks, etc.. Generalists 
dominate the system and 'spec ia l is ts  have l i t t l e  chance o f  
advancing up the.hierarchy unless they are w i l l i n g  t o  become! 
general ists. I n  such structures, a manager's career 
progress i s  af fected more by the numbers o f  people o r  
contracts/grants supervised, rather than the number o f  
operational improvements o r  innovations introduced. I n  
fac t ,  managers who seek t o  innovate must o f ten  discover how 
t o  circumvent the formal s t ructure and i t s  attendant 
obstacles t o  change. 

In te res t i ng l y  enough, A.I .D. formerly pioneered i n  the 
design and use o f  new i n s t i t u t i o n s  and structures f o r  
implementing innovation abroad, but i t has done l i t t l e  t o  
adopt such models f o r  in terna l  use. F lex ib le  structures 
l i k e  Pro ject  or  Product Organizations, Matr ix  Organizations,, 
P r o f i t  Centers, etc. have thus e i the r  been ignored o r  
changed beyond recognit ion i n  t h e i r  appl icat ion t o  the 
A.I.D. s i tua t ion .  Although "projects"  have been the basic 
instrument f o r  providing economic development assistance, 
A.I.D. p ro jec t  o f f i c e r s  have had minimal author i ty ,  status, 
or  recognit ion. The current l i t e r a t u r e  on innovation 
stresses the use o f  st rategies and structures which should 
be fam i l i a r  t o  A. I .D.  managers. For example, many 
organizations use special pro jects  f o r  developing and 
tes t i ng  improved products, services, and de l ivery  systems. 
However, A.I .D. managers need t o  change t h e i r  th ink ing  about 
p ro jec t  st ructures and use them i n  ways which w i l l  r e a l l y  
f a c i  1 i t a t e  i n t e r n a l  innovation.  Fol lowing a r e  some 
possibi 1 i t i e s :  

I .  Systematic use o f  p i l o t ,  exper imental ,  o r  
developmental p ro jec ts  t o  t e s t  new approaches i n  Washington 
and the  f i e l d .  

The Project  Manager's r o l e  needs t o  be strengthened so 
t ha t  he/she can perform e f f ec t i ve l y  and be held accountable 
for  resu l ts .  Project  teams should be t r u l y  cross-functional 
and include spec ia l i s ts  from various USAID o r  AID/W o f f i ces  
as regular and continuing team members. A l l  concerned s t a f f  
(Control ler ,  Legal, "Design", Economics, etc. ) o f f i c e s  
should be assigned spec i f i c  respons ib i l i t i es  f o r  making a 
p ro jec t  succeed; they should not  be permitted t o  funct ion as 
s ide l ine  c r i t i c s .  



2 .  Specia l  s t a f f s  o r  u n i t s  t o  f o s t e r  innovation.  

Small un i t s  may be created o r  transformed t o  
concentrate on the spec i f i c  tasks o f  developing innovations 
and/or ass is t ing other un i t s  i n  t h e i r  innovation e f f o r t s .  
One ear ly  task o f  such un i t s  could be t o  review and improve 
Agency processes.which now impede operational f l e x i b i l i t y  
and innovation, perhaps s t a r t i ng  w i th  the A. I .D.  Handbook 
system. These un i t s  should report  d i r e c t l y  t o  top 
management a t  each leve l  and top managers must ac t i ve l y  and 
construct ively par t i c ipa te  i n  t h e i r  work. As suggested 
above, top managers must a lso act  t o  change cu l t u ra l  values 
and reward systems t o  ensure t ha t  the best s t a f f  t a l en t  i s  
a t t racted t o  the more r i s ky  tasks associated wi th  
improvement and innovation. 

3 .  S t ructures  t o  f a c i l i t a t e  Organ iza t iona l  Learning.  

A.I .D.  has had l im i t ed  success i n  developing 
organizational systems f o r  learning from sner ience,  wi th  
the notable exception o f  e f f o r t s  o f  the CDIE  (Center for  
Development Information and Evaluation). CDIE's cross- 
p ro jec t  and cross-country assessments are valuable i n  
construct ing bet ter  conceptual foundations f o r  programs. 
The uneven qua l i t y  o f  some assessments has made i t  d i f f i c u l t  
t o  generalize about lessons learned i n  some sectors. There 
are also many dif ferences among pro jects  and locales, so 
some people fee l  t ha t  it i s  impossible t o  generalize about 
successful development approaches. (Of course, the same 
th ing i s  said about management research!!) However, t o  
misquote A l f red  North Whitehead, we need t o  t r y  and learn 
from our past o r  we are doomed t o  repeat the same mistakes. 

CDIE  has also made progress i n  disseminatinn 
information t o  interested development workers on projects o r  
programs completed o r  underway. Managers need t o  assure 
t ha t  new s t a f f  and contractors do not  plan o r  i n i t i a t e  new 
e f fo r t s  without t r y i n g  t o  learn what has been done on 
s imi la r  tasks by colleagues i n  other places and times. 
A.I .D. also lacks a system for  co l l ec t i ng  and using the 
co l l e c t i ve  mananement ~ i s d o m  which f l o a t s  around i n  the 
heads o f  i t s  experienced s t a f f .  While some exchange o f  
management knowledge occurs through the pa r t i c i pa t i on  o f  
managers i n  t r a i n i ng  programs, a more systematic e f f o r t  i s  
needed so t ha t  s t ra teg ic  and other management planning w i l l  
r e f l ec t  lessons learned i n  the past. 

4 .  Decentra 1 i z a t  ion and Innovat ion. 

Over time, numerous e f f o r t s  t o  decentral ize program 
leadership t o  f i e l d  managers have been i n i t i a t e d  i n  A. I .D. ,  
but then of ten a l tered through a formal or  de fac to  
recent ra l izat ion of author i ty  i n  Washington. 



The natural reluctance o f  central  s t a f f s  t o  re l inquish 
author i ty stems from such factors  as ( 1 )  a concern t ha t  
f i e l d  s t a f f  w i l l  e r r  without the input o f  central  s t a f f  or  
( 2 )  a fear t ha t  the value o f  cer ta in  central  s t a f f  positions, 
w i l l  be questioned i f  the incumbents are not intensively 
involved i n  f i e l d  operations. However, some f i e l d  s t a f f s  
are happy t o  l e t  headquarters un i t s  make decisions, since 
t h i s  div ides the respons ib i l i t y  (and the blame i f  something 
goes wrong). 

Some problems also r e f l e c t  a f a i l u r e  t o  define what 
"decentral izat ion" means and how i t w i l l  change the ro les o f  
f i e l d  and headquarters s t a f f s .  Decentral izat ion does not 
necessarily mean t ha t  headquarters s t a f f  no longer have an 
act ive r o l e  t o  play. But, it may mean t ha t  some AID/W un i t s  
should s h i f t  t h e i r  focus from review and oversight o f  
spec i f i c  f i e l d  pro jects  t o  providing s t r a t e q i ~  W a n c e  and 
l o a i s t i c a l  FUDDO~-t f o r  Missions. Moreover, since many 
Mission s t a f f s  are so small t ha t  outside expert ise i s  o f ten 
needed, the central  s t a f f s  can help provide t h i s .  
Headquarters s t a f f  can also help f i e l d  s t a f f  t o  understand 
current Agency-wide o r  Bureau-wide goals, p r i o r i t i e s ,  and 
constraints i n  given program areas. Both f i e l d  and 
headquarters s t a f f  should recognize the need t o  maintain 
high leve ls  o f  information sharing, so tha t  A. I .D.  can 
e f fec t i ve l y  respond t o  various requests and demands from 
Congressional o r  other sources. 

5 .  Specia 1 S t ructures  f o r  Stakeho lder Re l a t  ions. 

To bet te r  control  the acquis i t ion and management o f  
funds and other resources, A. I .D.  needs t o  maintain pos i t i ve  
re la t ions wi th  key domestic supporters o r  "stakeholders" 
(e.g. Congress, White House, other USG agencies). Feedback 
from Congressional s t a f f  o f ten suggests an inadequate 
understanding on the Hill of current A.I.D. program 
p r i o r i t i e s  o r  successes. The communication through budget 
hearings o r  s imi la r  formal modes may be inadequate t o  evoke 
the needed level  o f  Congressional understanding and support. 
Therefore,  A. I .  D. may need t o  develop a more prec ise  agenda 
f o r  stakeho lder r e  l a t  ions and then c r e a t e  the  add i t  iona 1 
s t ructures  needed t o  implement the  agenda. The burden f o r  
t h i s  should not  be placed so le ly  on the external o r  
l eg i s l a t i ve  re la t ions  s t a f f ,  but divided up among concerned 
uni ts.  People i n  A.I .D. working i n  cer ta in  areas could thus 
cu l t i va te  and maintain contacts w i th in  a framework 
acceptable t o  the ex terna l / leg is la t i ve  re la t ions  s t a f f .  
Special task groups could be established t o  communicate 
A.I.D.'s new st ra teg ic  i n i t i a t i v e s  and the changes which 
must be made i n  other programs i n  order t o  implement these. 
Such f l e x i b l e  and proactive arrangements f o r  external 
re la t ions are important i f  A. I .D .  i s  t o  get adequate support 
f o r  needed changes i n  program management. 



V I I .  INTERNAL SYSTEMS AND PROCEDURES 

D e f 7 n 7 t 7 w  
. a .  

: S y s t e m  r e f e r s  t o  t h e  i n t e r n a l  p o l i c i e s ,  
procedures, and processes used t o  c o n t r o l  normal o r  
regu l a r  decis ion making by organ iza t  iona 1 members. 

- - - - -- 

Quest iou: - -Which cur rent  A .  I .  D. i n t e r n a  1 processes 
gncouraae s t a f f  c r e a t  i v i  t y  and innovat ion? 

I n te rna l  systems o f ten  lag behind organizat ional  goals 
and impede new ways o f  doing business. The A. I .D.  pos i t i on  
c l a s s i f i c a t i o n  ru les  are a good example o f  the problem, 
since they usual ly  lag  5-10 years behind program changes. 
When the Asia Bureau was s t a f f i n g  new programs i n  the areas 
o f  energy and environment, there were no t i t l e s  on the books 
f o r  such new jobs, so we were forced t o  use e x i s t i n g  but  
inappropriate job descr ipt ions (Our ch ie f  energy o f f i c e r  was 
thus c l a s s i f i e d  as a "community development o f f i c e r " ) .  

- E f fec t i ve  organizat ions use loose t i a h t  systems f o r  
c o n t r o l l i n g  and coordinat ing personnel, f inance, and other 
in te rna l  processes. Such systems provide enough cont ro l  t o  
prevent serious er rors ,  but  not  so much cont ro l  t h a t  s t a f f  
i n i t i a t i v e  i s  s t i f l e d .  Budgets and program designs are thus 
f l e x i b l e  enough t o  provide some graaniLat io& t o  
f a c i l i t a t e  experimentation and innovation. Companies l i k e  
3-M thus permit managers t o  use up t o  10% o f  program o r  
product a l loca t ions  f o r  working i n  new ideas o r  innovations. 

A. I .D.  formerly had more f l e x i b l e  systems which 
permitted a higher leve l  o f  program experimentation. 
Project  and program designs were - not cast  i n  concrete 
and could be adjusted t o  meet changing condit ions. 
Moreover, many Mission Directors had small specia l  funds 
which could be used f o r  important a c t i v i t i e s  not  i n  the 
regular program ( t h i s  "special  development au thor i t y "  no 
longer ex is ts ) .  Current ly,  many A. I .D.  s t a f f  appear 
re luc tant  t o  do anything not  s t r i c t l y  defined i n  the  
project/program documentation. The extensive hierarchy o f  
s t a f f  overs ight  and I G  aud i ts  are c i t e d  as reasons f o r  no t  
being more c rea t i ve  o r  ventur ing i n t o  new areas. 

However, a few innovat ive Mission Di rectors  do support 
p ro jec ts  w i th  designs f l e x i b l e  enough t o  permit ac t ion  on 
unanticipated development oppor tun i t ies  (even i f  t h i s  
sometimes requires them t o  overrule conservative s t a f f  
reviewers). F lex ib le  in te rna l  systems and procedures may be 
a prerequis i te  f o r  success i n  A.I.D.'s new program 
i n i t i a t i v e s .  Some act ions t o  change i n te rna l  systems have 
been discussed i n  other sections, so there i s  some 
dupl icat ion i n  the fo l low ing  l i s t  o f  suggestions: 



1. Top management should c l e a r l y  commit i t s e l f  t o  the 
support o f  s t a f f  innovat ion and improvement a t  a l l  l eve ls  o f  
A.I.D.. Managers should then behave every day i n  a manner 
which gives credence t o  t h a t  commitment. This includes 
act ion by the Administ rator 's  O f f i c e  t o  hold senior managers 
responsible f o r  f os te r i ng  s p e c i f i c  innovations i n  t h e i r  
un i ts .  (See i tem 3, below, on managers' work plans.) 

. . 
2. Recoanit ion and reward s . s  (formal and 

informal)  should focus on encouraging and supporting 
innovation and q u a l i t y  improvement i n  a l l  areas o f  A. I .D.  
operations (from top po l i cy  formulat ion tasks down t o  the 
most common c l e r i c a l  chores). The precepts and guidel ines, 
on promotion, mer i t  pay, and assignments should include 
greater recogni t ion o f  e f f o r t s  t o  innovate. Employees who 
take reasonable r i s k s  t o  develop new approaches should not  
be penalized when they f a i l  t o  achieve a l l  o f  t h e i r  
object ives. Innovations are more d i f f i c u l t  and more long 
term tasks than rout ine o r  cont inuing a c t i v i t i e s .  

3. The jvork~ lans P f  U mananers ( p o l i t i c a l  and 
career) should include s p e c i f i c  improvement and jnnovat ion 
tasks. It i s  no t  enough f o r  senior managers t o  include only 
r o u t i w  o r  pmb lm-so l v ing  tasks i n  t h e i r  work plans; some 
energy must be devoted t o  upgrading programs, strengthening 
organizat ional systems, and promoting s t a f f  development. 

4. An e f fec t i ve  ~ m ~ l o ~ e e  suaaestion system should be 
establ ished and publ ic ized.  This i s  basic t o  any e f f o r t  t o  
tap s t a f f  c r e a t i v i t y ,  but  the operat ive word i s  "e f fec t i ve" .  
A. I .D.  o f f i c i a l l y  had a suggestion system f o r  many years, 
but  i t was not  e f f e c t i v e l y  managed. While cent ra l  s t a f f  
uni ts  could provide log is t ica l  services f o r  the suggestion 
system, reviews/recommendations on s p e c i f i c  employee 
suggestions should be made by special  panels chaired by 
interested senior managers. Time deadlines f o r  responding 
t o  s t a f f  suggestions should be def ined and s t r i c t l y  adhered 
to .  Tangible and in tang ib le  rewards should be given f o r  
useful  ideas. Some recogni t ion should be given t o  a l l  
bonafide proposals, even those no t  adopted. 

. . 
5. Mananement t r a i n i n q  and d e v e l m e n t  DrogLBrns need 

t o  include more coveraae of s t ra tea ies  and techniaues fo r  
vat ion. Line 

o f f i ces  need t o  assume more r e s p o n s i b i l i t y  f o r  
systematical ly developing managers. On-the-job experiences 
are more powerful f o r  learning than formal t r a i n i n g  
programs. However, formal t r a i n i n g  programs have an 
important r o l e  t o  p lay i n  disseminating general approaches 
and concepts o f  management development. The Train ing S ta f f  
can also f a c i l i t a t e  assistance t o  l i n e  managers on 
s t ruc tu r ing  on-the-job management development experiences 
f o r  current  o r  po ten t ia l  supervisors and managers. 



V I I I .  LEADERSHIP STYLE 

I 

Def7nl t70m:  k.adersh7 
. . .  

'q S t y l e  r e f e r s  t o  the manner i n  
which the  organizat ion's  senior managers regu 1ar 1y 
communicate, behave, and share author i ty  wi th  
subordinates. This s t y l e  i s  an important element i n  
shaping the  organizat ion's  dominant values and be1 i e f s .  

- - -- -- 

Question: Which leadership s ty les  a r e  more 1 i ke ly  t o  
evoke s t a f f  support f o r  q u a l i t y  improvement e f f o r t s ? .  

Senior managers are a c r i t i c a l  force i n  shaping 
organizat ional leadership s ty les  and pract ices. Their 
personal success i n  mobi l iz ing s t a f f  support f o r  key goals 
a lso o f ten  depends upon the s t y l e  o f  leadership they use i n  
given s i tuat ions.  Much o f  the research on innovation 
suggests t ha t  the senior managers i n  successful 
organi zations maintain d i  rec t  control  over important 
innovation a c t i v i t i e s .  However, whi le they are v i s i b l e  and 
ac t ive ly  involved i n  innovation, they delegate s u f f i c i e n t  
au thor i t y  t o  subordinate s t a f f s  t o  l e t  the l a t t e r  
e f fec t i ve1  y implement the new e f f o r t s .  E f f e c t i v e  leaders 
organize act ion  teams and empower them t o  pursue needed 
improvements. 

The dominant leadership s t y l e  o f  a manager may be 
label led autocrat ic ,  democratic, o r  la issez fa i re .  I n  
general, an autocrat ic  leader makes most decisions, a 
democratic leader involves h i s  s t a f f  extensively, and a 
laissez f a i r e  leader t r i e s  t o  avoid decisions where possible 
and l e t  the group wing it. The effect iveness o f  a 
particular style depends upon t h e  operational situation at a 
given po in t  i n  time. This means t ha t  a manager must be 
s k i l l e d  i n  adjust ing personal s t y les  t o  such things as the 
work tasks, s t a f f  composition and sk i  11, time pressures, 
etc..  However, subordinates also need t o  be able t o  p red ic t  
t h e i r  leader's behavior t o  some extent, i f  they are t o  
e f f ec t i ve l y  do t h e i r  jobs. The A.I.D. manager who 
constantly changes personal supervisory s t y les  and work 
p r i o r i t i e s  w i l l  probably be unable t o  get the qua l i t y  o f  
s t a f f  support needed f o r  achieving important goals. 

Leadership problems can a lso develop when ind iv iduals  
are appointed o r  promoted t o  management jobs above t h e i r  
personal competence leve l  (appl icat ion o f  the "Peter 
Pr inc ip le " ) .  When they are anointed as senior managers i n  
A. I .D .  (and State), some managers become autocrat ic  i n  
dealing w i th  subordinates, perhaps because they are 
personally insecure and fear  t ha t  showing a lack o f  
knowledge i n  any area w i l l  be seen as a s ign o f  personal 
weakness. 



Managers who are personally insecure may also t r y  t o  
exclude negative o r  threatening information i n  t h e i r  
del iberat ions. I f  t h i s  becomes a dominant pat tern i n  an 
organization, decision-making can be defect ive because i t i s  
not  re la ted t o  r e a l i t y .  The organizat ion i s  then 
characterized by a malady which I r v i n g  Janis and others have 
ca l led  "Group Think". A small t i gh t - kn i t  c l ique  dominates 
c r i t i c a l  decision-making and develops a fee l i ng  o f  group 
super io r i t y  and i n f a l l i b i l i t y .  Deviant ind iv iduals  and 
communications are excluded from the group's considerations. 
The r esu l t  o f  Group Think i n  government has been such 
disasters as the Bay o f  Pigs Invasion and the Iran-Contra 
Plot .  Managers can learn how t o  prevent such problems, 
providing t ha t  the personal i t ies  involved are amenable t o  
change. 7/ 

I X .  ORGANIZATIONAL SKILL AND COMPETENCE 

Def 7n7t70m: ornanizationa 1 
. . .  

s k i  7 Z refers  t o  the 
organization's unique overa 7 7 strengths and competencies. 
This ski 7 7 r e f  7ects the success o f  managers in hand7 ing 
the other s ix  components in the 7-S framework. 

estlon: How can A.I.D. managers balance the 
organizational tensions and demands over t ime t o  maintain 
high leve ls  o f  organizational effectiveness? 

One o f  the biggest challenges t o  managers i s  t o  
e f fec t i ve l y  balance the competing demands being made on the 
organization whi le wisely using scarce resources t o  achieve 
c r i t i c a l  goals. L ike organizational change, organizat ional 
conflict i s  a way of life and innovative managers learn to 
approach i t i n  a pos i t i ve  manner. Richard Pascale argues 
t ha t  managers i n  e f fec t i ve  organizations know how t o  use 
~ o n s t r u c t i v e  c o n f l i c t  as a source o f  organizat ional v igor  
and improvement. A competition o f  ideas among d i f f e r e n t  
elements can thus generate bet ter  act ion options. Managers 
are also cont inual ly  t r y i n g  t o  steer an appropriate course 
among among the options avai lable t o  them i n  the areas 
covered by the 7-S framework. For example, i n  the area o f  
Strategy, the manager may have t o  pursue a middle ground 
between over ly detai led  plans (overcontro7) and an 
excessively opportunist ic  o r  ad hoc approach (perhaps 
resu l t ing  i n  organizational chaos). Figure 6 reproduces 
Pascale's diagram o f  some of the opposing forces a f fec t ing  
performance i n  the 7-S areas. 



Figure 6 

- 
Relation of Components in Constructive Tension - 

PEST AL'AILAELE CCFY 

Source: Richard Tanner P a s c a l e ,  M a n a ~ i n ~ o n t h e E d n e .  
(Simon and S h u s t e r ,  1990)  



The organization's overall skill or competitive 
advantage is constantly changing as external and internal 
conditions change. Therefore, the manager's task of 
promoting quality improvement or organizational innovation 
is never finished. Unfortunately, the A.I.D. manager often 
expends so much time and energy on daily routines, problem 
solving, and crisis-control, that little time may remain folr 
the innovation tasks. This is why senior managers need to 
take specific actions to institutionalize innovation 
processes and complementary systems for reward and 
reinforcement. If the demands of daily routines and crises 
predominate, past gains in organizational competence will 
soon atrophy and the Agency will fall behind. I hope that 
some of the suggestions in this report will help A.I.D. 
managers to prevent this. 
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