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Letter from the Director of the Office of
Rightsizing, J. Patrick Truhn

In 2004, the Department established the Office of Rightsizing the U.S.
Government Overseas Presence (M/R) in response to the mandate in
the Department’s FY '04 appropriations bill. This office reports to the
Under Secretary for Management. M/R is also the Office of Manage-
ment and Budget’s principal implementer for the President’s Manage-
ment Agenda initiative A “Right-Sized” Overseas Presence. The
PMA was recently graded Green for Progress and Status. In order to
achieve Green, the Department successfully:

v~ Established a Rightsizing Review process for all posts overseas,
including New Embassy Compound (NEC) construction proj-
ects, focused on linking staffing to mission goals, eliminating
duplication, and promoting shared services and competitive sourcing;

v~ Implemented the Capital Security Cost Sharing (CSCS) program where agen-
cies pay a pro-rata share of embassy construction costs for safe and secure facili-
ties for their employees overseas;

v~ Developed a strategic architecture for regionalizing State Department support
services, and established the Frankfurt Regional Center; and

v~ Completed the establishment of the Office of Rightsizing to coordinate inter-
nal State and interagency rightsizing efforts.

The Department is working aggressively with embassies and agencies to use technol-
ogy and improved management methods to contain growth, and eliminate duplication
and nonessential U.S. Government presence overseas.

M/R reviews the staffing of every agency at post as part of every embassy construc-
tion project and rigorously analyzes requests for increased staffing from all Executive
Branch agencies.

The 1998 bombings in Nairobi and Dar es Salaam led to recommendations in the
Crowe Report that the U.S. should minimize overseas staff to reduce exposure to harm.
At the same time, the Department embarked on an accelerated program to create new,
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secure facilities abroad, and expanded its other physical security
assets and protective operations. The high cost of facilities and
security assets puts a premium on managing those costs by mini-
mizing the staff they protect. Appropriators have a strong interest
in minimizing harm and containing costs, and expect to see results
in the near term.

innmmrm '
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M/R is the focal point for the Department’s overseas management
improvement efforts, and is engaged in:

¢ Developing a new paradigm of providing services to
posts by developing regional centers and centralized
service providers — taking work and therefore desks
away from posts when possible;

“[Blombings in Nairobi and

Dar es Salaam led to recom-
4 Promulgating standard global processes, new enhanced mendations in the Crowe
communications capacity, and systems to reduce work
) pactty, ¥ Report that the U.S. should
that is now done at posts; o
minimize overseas staff to re-
¢ Performing Rightsizing reviews for each proposed new duce exposure to harm.”
facility, as part of the budget planning process; and en-
suring that each mission is reviewed every five years;

¢ Identifying opportunities to consolidate redundant
functions and eliminate excess capacity, within and among agencies at posts;

¢ Working with the Office of the Procurement Executive, to ensure that competi-
tive sourcing is effectively incorporated into rightsizing studies;

¢ Working with other agencies to ensure that Rightsizing criteria are incorporated
in their overseas presence planning; and

¢ Ensuring that agency proposals for staff increases are rigorously controlled and
accounted for through the NSDD-38 (position management) process.

In the 2005 Consolidated Appropriation, Congress enacted Capital Security Cost Sharing,
by which all agencies will pay a proportionate cost of creating new secure facilities. CSCS
will allow the Department to meet its responsibilities to provide secure facilities, and at the
same time will raise the cost to agencies. Congress, OMB and the Department expect that
the increased cost will provide agencies an incentive to minimize overseas presence.

LETTER FROM THE DIRECTOR OF THE OFFICE OF RIGHTSIZING '% 2
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Challenges

¢ Many security-related agencies are increasing their over-
seas presence to execute the Global War On Terror.

¢ Agency presence and growth is often a function of admin-
istration priorities in response to legislative mandates.

¢ Change is frequently met with great skepticism, even when
the potential benefits are significant. Some fear that cost-
saving measures will actually end up costing more, while
others fear that service levels will inevitably decline. Busi-
ness cases must be transparent and convincing, and metrics
must ensure that quality improves. Managers need to show
strong leadership commitment, and results, to succeed.

Business cases must be trans-

¢ Replacing at-post assets with central or regional capabili- parent and convincing, and
ties will require significant up-front investment, during metrics must ensure that qual-
a period when deficit management and exchange rate
pressures will restrict investment capacity of all agencies.
However, diminished spending power will also force agen-
cies to spend some money in order to save more.

ity improves.

LETTER FROM THE DIRECTOR OF THE OFFICE OF RIGHTSIZING
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Performance Summary and Highlights

1. PMA - Rightsizing Scorecard Goes to Green: OMB has advised M/R that the PMA
Rightsizing Scorecard has gone from yellow to green in the 4™ quarter of FY-2005. Al-
though OMB has the lead in this initiative, most of the deliverables come from State.
Achievements noted in achieving green include: establishing a rightsizing review process
for all overseas posts; establishing the Capital Security Cost Sharing mechanism; devel-
oping strategic architecture for regionalization; and establishing the Office of Rightsizing.
Our primary goals for the next quarter will be to strengthen
the mechanisms now in place and systematically quantify
outcomes and results. ik

2. More Post Personnel: M/R conducted an analysis of the
data being generated by Post Personnel, the central data-
base used by posts to report the total U.S. Government
presence overseas. ©he analysis and subsequent adjust-
ments resulted in a very substantial increase in the accu-
racy of Post Personnel, which now reports there are 65,487
U.S. Government employees at posts abroad, with some
76,945 positions globally. This increasing accuracy repre-
sents a nearly 50% increase in position reporting within
Post Personnel, and a 42% increase in previous estimates of
actual overseas staffing. There are still data to be entered,
and corrections to be made to the data, but it is possible
we are now within 95% accuracy for total staffing overseas.
We will work toward 100% in the next quarter.

“[M]ore missions are proactive-
ly considering their footprint
through the rightsizing optic...”

3. Rightsizing Reports: Every rightsizing report submitted
by Chiefs of Mission has proposed significant staffing in-
creases — from 18% in some cases to 67% in others, with an average proposed increase of
approximately 33%, encompassing increases for both State and other agencies. Most of
this growth is connected to changes in high priority national security interests, mainly
GWOT, PEPFAR, and NEC requirements. M/R has noticed that more missions are
proactively considering their footprint through the rightsizing optic, although this in-
variably expresses itself as a need to increase staff in response to new national priorities.
In other cases where projected growth is not directly predicated upon these immediate
priorities, M/R has assisted posts and bureaus in appropriately assessing needs.

4. Cost Savings from Rightsizing: M/R has done some analysis of the recently completed
rightsizing exercises for the Department’s FYO7 Capital Security Construction projects;

PERFORMANCE SUMMARY AND HIGHLIGHTS % 4
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in all, eight New Embassy Compounds. The average reduction in desk count for each
NEC project was 18 desks, 145 desks in all. Many of the removed desk positions were
identified in cooperation with posts and regional bureaus. These desks represent signifi-
cant partially or fully avoided costs.

¢ The approximate total savings to OBO in capital security construction costs for the
desk positions removed is approximately $20 million, money available to invest in
other projects.

e Approximately $18 million more in one-time costs were completely avoided by obvi-
ating the necessity for separate annexes in three cases.

e These space requirements removed represent roughly $200,000 annual savings in

ICASS GO/LTL Building Operating Expenses.

e Additional savings will also be achieved from funds provided directly by OBO for
maintenance and repair of the NECs.

® The desk positions removed represent approximately $4 million annually in Capital
Security Cost Sharing the affected agencies will not pay.

e  Of the total 145 positions, 50 were U.S. Direct Hire. At an average cost of $400,000

per year for each position, these 50 positions represent $20 million in savings.

Further Analysis of NEC Project Rightsizing: A results analysis of the recently com-
pleted FYO7 OBO Capital Security Construction project Staffing Projections, which
were the first subjected to M/R’s rightsizing consideration. The most general statement
that can be made is that the overseas presence continues to grow in response to Congres-
sional and Administration priorities. Comparisons of FY06 and FYO7 Staffing Projec-
tions, which were subjected to M/R’s analysis, with the FY05 Staffing Projections, which
were not produced with a rightsizing filter, shows that posts, when keeping rightsizing
considerations in mind as they develop their staffing projections, tend to moderate their
out-year projected staffing demands. This moderation still does not, however, result in
fully realistic projections of out-year staffing. Post-provided Staffing Projections for desk
positions for the FYO5 projects resulted in projected increases of 21% over current desk
staffing. Staffing Projections by posts in the rightsizing-influenced FYO7 projects resulted
in projected desk increases of 13%. After M/R applied the rightsizing methodology, all
but one post still had projected increases over current desk stafing. There were reduc-
tions in average growth from the 13% above to an average of 7% post-rightsizing growth
with a range of +25% to -2%.

Savings from Rightsizing Techniques: Last year, M/R began asking posts conducting
rightsizing exercises to submit Staffing Projections which co-located all administrative
staff of all agencies. The goal of developing an efficient, single shared-services organi-
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zation could be hindered or even thwarted if the facilities being constructed were not
planned for such an organization. OBO should not be asked to build facilities that make
it difficult for the U.S. Government to meet its strategic goals for service organizations
at posts. One significant result of this approach has been that OBO is now able to plan
NEC construction that does not require annexes. Heretofore, there was a general rule
of NEC construction that indicated an annex is warranted when a single agency has a
staff of 100 or more that must be located together. When the administrative personnel
of agencies are co-located in a Joint Management Organization, the remaining program-
matic personnel of any single agency rarely exceed 100 to be co-located. This M/R
administrative co-location technique, which is only just providing results, has to date
eliminated the need for three NEC annex projects and will have greater impact in the
out-years of the OBO construction program. OBO estimates the savings, when no an-
nex is required, to be $6 million off the total cost of the NEC project for concurrently
constructed annex projects. The savings are even greater for non-concurrent projects.
M/R has managed to eliminate, through its rightsizing methodology, three formerly re-
quired annexes, for a savings to the U.S. Government of $18 million dollars.

New Handbook on Chief of Mission Authority in the Foreign Affairs Manual: The
Foreign Affairs Manual has been updated to include a Handbook, 2 FAH-2 100, which
covers Chief of Mission Responsibilities and Authority. Previously, agencies and offices
had to use a great many different resources to get the full picture of the Chief of Mission’s
authority. The FAH includes the relevant legislation regarding Chief of Mission and
State Department authorities and responsibilities for overseas missions and their opera-
tion. The FAH is available on the Department’s FOIA pages at http:/foia.state.gov/REGS/

Search.asp.

Web-enabled NSDD-38 application: The Office of Rightsizing has implemented an
NSDD 38 web-enabled application that works from the internet. It is now required for
all agencies to submit their overseas staffing requests via this application. The applica-
tion assists users in getting the NSDD-38 submission correct and complete so that it can
be considered promptly by the Chief of Mission. In order to be able to access this appli-
cation, you need to be a designated POC for your agency or post. You will be provided
with a logon/password for the application. Agencies have often complained about the
length of time required to get an NSDD-38 approval. The Office of Rightsizing’s goal
has always been to have the process complete, from properly formed request to Chief
of Mission approval, within three weeks. The Office of Management and Budget is re-
quiring a performance measure of M/R for NSDD-38 processing. The new application
promises to increase the correctness of agencies NSDD-38 requests so they can be acted
upon expeditiously.

M/R sent a Department Notice and ALDAC to posts and offices announcing the chang-
es to processing NSDD-38 requests using the Internet based application (http:/nsdd38.

PERFORMANCE SUMMARY AND HIGHLIGHTS
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10.

11.

12.

state.gov). As a result of the September 28 presentation to foreign and domestic affairs
agencies, over 15 users, including AID, Treasury, and Justice, have requested logons to
the system. Response has been positive that the application is user friendly. M/R will
conduct outreach to other agencies to promote use of the system to streamline the pro-
cess.

Internet website: The Office of Rightsizing has established an Internet web site with
general information on the rightsizing requirement. It can be reached at http:/www.state.

gov/m/t/.

MPP and BPP instructions and guidance: The State Department’s Government Per-
formance and Results Act planning tools, the Mission Performance Plan and the Bureau
Performance Plan, now include instructions to every Chief of Mission and Assistant
Secretary requiring discussion of current rightsizing plans and accomplishments. Chiefs
of Mission, who are responsible for all Executive Branch agencies and personnel activi-
ties and programs at their posts overseas, must certify in their Performance Plans they
have plans that determine the rightsized staffing of the mission, consider competitive
sourcing, and use regionalized services and programs when practicable. Chiefs of Mis-
sion must also certify that the programs and activities at post are essential for the pursuit
of U.S. Government high priority national security goals. M/R issued an ALDAC with
specific MPP guidance to Chiefs of Mission.

Special Embassy Program ended: Retired Ambassador Bob Service conducted a study
of the Special Embassy Program (SEP). The program’s original purpose was to maintain
representation in countries where U.S. interests are limited. Posts in the program were
to have very lean staffing and the Department would relieve them of a great deal of re-
quired reporting and otherwise reduce demands placed on staff. The Special Embassy
Program did not work as well as originally intended. Workload demands proved hard to
modulate and other agencies had no comparable program. While the Under Secretary
for Management had the final say on staff increases, in practice the NSDD-38 process
at SEP posts functioned the same as at larger posts. Many posts that started in the SEP
eventually grew large enough to “graduate.”

The Service study concluded that SEP was not itself a significant factor in restraining
staff increases and that it brought with it rigidities and unrealized expectations that re-
duced operational effectiveness. The decision was made to preserve the limited benefits
of SEP status for smaller posts but to use the parallel Overseas Staffing Model (OSM) to
determine eligibility. The Special Embassy Program was terminated at the end of May,
2005.

Expanding Regional Support: Embassy Singapore has historically provided regional
support for Embassy Bandar Seri Begawan in the areas of consular assistance, account-
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13.

14.

15.

ing, budget, vouchering and facilities maintenance. It has recently added general ser-
vices and now provides all procurement, contracting, leasing, property management, and
warehousing operations. As a result of this support, Embassy Bandar Seri Begawan will
give up its off-site warehouse. Its combined IMO/GSO position has been changed to a
straight IMO position. Embassy Singapore is the designated official mentor for consular
services for Embassy Bandar Seri Begawan, and the consular chief provides advice on
operational and managerial issues, and will soon assume responsibility for reviewing the
visa adjudications made in Brunei.

Report to Congress: The Office of Rightsizing has been instructed by Congress to pres-
ent a report on “Trends in Overseas Staffing and Support for Chiefs of Mission”. The Re-
port is included and is available for viewing on the M/R OpenNet site at http://m.state.gov/
index.cfm?fuseaction=layout.LayoutDisplay&layoutid=04188709-C976-4385-9BFC-E883A0ASSEC6
or on the Internet at http:/www.state.gov/m/r/rls/56537.htm.

Digital Video Conferences: As an integral part of the fall cycle rightsizing reviews,
M/R has conducted digital video conferences (DVC) with Embassies Pretoria, Harare,
Rome, Warsaw, Moscow, Ankara, Kiev, Santo Domingo, and Asuncion, and Consul-
ates General Cape Town and Durban. These DVCs give the field an opportunity to ask
questions about the rightsizing process and to enable the regional bureaus and M/R to
provide guidance. Generally, all agencies at post participate in these DVCs with Post
Management.

FY-08 and -09 Rightsizing Taskers Disseminated to Posts: M/R has sent taskers to
posts for completion of the FY-08 and -09 NEC-related rightsizing reports. In response
to submissions from the most recent round of posts, M/R has redrafted both the in-
structions and the sample rightsizing report, in an effort to focus posts’ decision-making
process on: defining goals; quantifying the resources necessary to fulfill those goals; eliminating
duplicative activities; and identifying unmet needs. The sample demonstrates the wide range
of rightsizing options open to posts, including outsourcing, regionalization, and substitution
of U.S. direct-hire positions with locally-engaged staff.

FY-08 and -09 Rightsizing Taskers

The following missions have been tasked:
Azerbaijan Brunei Burundi Chad
Dominican Republic Eritrea Indonesia [taly
Liberia Libya Malta Mozambique
Pakistan Paraguay Poland Romania
Russia South Africa Sri Lanka Tunisia
Turkey Uganda Ukraine Zimbabwe

PERFORMANCE SUMMARY AND HIGHLIGHTS
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The President’s Management Agenda
Rightsizing Balanced Scorecard

About the Stop-Light: The Department has made substantial progress on all five of President’s Management Agenda
(PMA) initiatives as well as the Overseas Rightsizing initiative. Each quarter, the Office of Management and Budget (OMB)
releases an executive scorecard that rates progress and overall status in each of the President’s Management Agenda
initiatives. The progress and status ratings use a color-coded “stop-light” system that is based on OMB standard criteria
used to assess all agencies.

CURRENT STATUS (As of September 30, 2005)

U.S. overseas staffing is at right level with skills to achieve policy goals.
v Management incentives/ accountability systems in place and impact demonstrated Q4 FY2005
v" Agencies include cost and staffing data in annual budget requests Q2 FY2004

Green

New embassy construction linked to rightsized staffing
V" Interagency guidelines for staffing estimation Q1 FY2004
v Capital Cost Sharing proposed Q2 FY2004
v Mechanism developed for streamlining/consolidation of support/program services considered factors in projections
for new compounds Q3 FY2005

Transparent estimation and accounting of USG overseas costs and staffing in place
v Framework for full cost accounting in place Q3 FY2004
v Agencies employ framework Q4 FY2004

Regionalization used as rightsizing tool overseas
v" Creekbed regional rightsizing pilot studies complete Q2 FY2004
v Regionalization and shared-services moves underway Q4 FY2005
v Out-of-the-Box regionalization study and shared services model completed Q3 FY2004

Review mechanisms to validate ongoing and new embassy staffing and size
V' Standardized Rightsizing Review process implemented for all Missions Q4 FY2005

PROGRESS (Fourth Quarter FY 2005)

Actions taken this quarter:

1. Sent out Budget Data Request (BDR) on overseas positions and cost as part of agencies’ FY 2007 budget submis-
sion to OMB. (OMB)

2. Submitted Regionalization Shared Service Architecture and migration plan to OMB to create lines of business and
systematically regionalize or centralize support functions from all overseas posts of the next three years, starting with
critical danger post in FY 2006. (State)

3. Submitted draft five-year Post Rightsizing review schedule/plan to OMB (State)

4. Submitted FY 2007 and FY 2006 Rightsizing Review Report for staffing projection for New Embassy Construction
(NEC) projects. (State)

5. Develop web-based NSDD-38 approval application for new positions overseas. (State)

Green

Planned Actions for next quarter:

1. Complete draft of Rightsizing Review Standard Operating Procedures (State).

2. Submit Global Staffing Matrix, outlining approved, disapproved, pending, new position, reduction, or realignment.
NSDD-38 and State equivalent data on overseas staffing changes to be included. (State)

3. Develop a performance standard for the NSDD-38 process. (State)

4. Submit FYO0B6 financial plan for the Office of Rightsizing. (State)

5. Validate plan for Post Personnel to serve as single/unified “Gold Standard” data base for all USG personnel overseas
under COM authority. (State)

6. Summarize agency personnel and cost data collected in BDR 05-42. (OMB)

7. Report on accomplishment of Regionalization architecture migration plan milestones. (State)

8. Develop new Maintaining Green Criteria for the Scorecard (OMB)

Achieving Green! The Rightsizing PMA has been upgraded to Green Status for Q4 based on the accomplishment of the
goals originally set forth in this PMA initiative.

Ri1GHTS1ZING BALANCED SCORECARD
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Report to Congress on Rightsizing

The Consolidated Appropriations Act of 2005,

. ~ : « From: The Under Secretary for Management,
Public Law 108-447, requires that “(c) Not later Department of State Department

than one year after the date of enactment of

this Act, and annually thereafter, the Secretary To: Committees of Congress for Appropriations
. . and Foreign Operations, Select Executive
of State shall submit a report on such reviews Branch Agency Heads, Department of State

Office of the Inspector General on Staffing

that occurred during the previous 12 months, ; nsp
Reviews of Missions Overseas

together with the Secretary’s recommendations

regarding such reviews to the appropriate com- Rightsizing Reviews by Chiefs of Mission and the Office
mittees Of Congress, the heads Of au affected de— of Rightsizing the USG Overseas Presence during the

) period October 1, 2004 - September 30, 2005
partments or agencies, and the Inspector Gen-

eral of the Department of State.”

The reviews referred to are “Sec. 409 (a) The Secretary of State shall require each Chief of Mission to
review, not less than once every five years, every staff element under Chief of Mission authority, includ-
ing staff from other departments or agencies of the United States, and recommend approval or disap-
proval of each staff element. Each such review shall be conducted pursuant to a process established by
the President for determining appropriate staffing at diplomatic missions and overseas constituent posts
(commonly referred to as the “NSDD-38 process”).

The Department of State currently has three major processes that require the Chief of Mission to certify
the appropriateness of staffing at his or her mission.

The first is the NSDD-38 process established by the President. Every position that an executive branch
agency proposes to establish, abolish, or alter overseas must be submitted to the Office of Rightsizing for
recommendation and transmittal to the Chief of Mission of the affected post. The Office of Rightsiz-
ing provides guidance to Chiefs of Mission with respect to the considerations they should make when
determining whether to approve or disapprove an NSDD-38 request. If the Chief of Mission approves
the request, he or she must state that the proposed position is necessary to the pursuit of U.S. national
interests and that the duties of the position cannot be performed by personnel already at post or from
another location.

The second certification required of every Chief of Mission annually is in the Mission Program Plan
submitted by posts. The Chief of Mission must certify that

“I, (Chief of Mission’s name), Chief of Mission of the U.S. Mission to (name of mis-
sion) have determined that the resources and staffing requirements identified herein
are appropriate and essential to the achievement of these [the mission’s goals] priorities
as well as the other programs and functions for which this mission is responsible for.
In making this determination I am mindful of the President’s Letter of Instruction that
covers these issues”.

REPORT TO CONGRESS ON RIGHTSIZING
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The third method by which the Department examines the overseas staffing of the U.S. Government
is through the mandate from Congress for the Office of Rightsizing, which is also the primary imple-
menter of the President’s Management Agenda initiative, Overseas Rightsizing. The Office of Rightsiz-
ing conducts rightsizing analyses of post staffing a) on all Capital Security Construction Projects, b) on
a five-year schedule of all missions globally, and ¢) on

other Capital Construction Projects. During these re-
views, the Chief of Mission certifies the appropriateness
and adequacy of the staffing blueprint provided for the Chief of Mission’s Certification
mission. That certification is attached.
In accordance with the instructions of the President and
Duri h hiefs of Missi h bmitted Congressional requirements, I certify that my Country Team and I have
uring the past year, Chiefs o 1ssion have submitte carefully considered all the components of U.S. Mission in (country). The
a total of 36 rightsizing analyses on the following posts; staffing reflected in the enclosed Staffing Pattern/Projection is correct. The
’ Rightsizing Report comprehensively discusses the essential purpose of each
agency and position. The goals of this mission are reflected in the Goal
Abuja Addis Ababa Paper and the Mission Performance Plan.
Accra Antananarivo New positions and agencies projected in out-years have been
Baghdad Bamako confirmed with each agency. I consider all such agencies and positions
N . essential to the future requirements of this mission.
Beirut Brazzaville
Bogota Ciudad ]uarez I have directed the elimination of all duplicative functions among
B . agencies of the Mission. My Country Team and I have considered the
D] ibouti ]OhanneSbUfg available options for regionalizing and competitively sourcing both
Khartoum Khatmandu program and program support requirements. Functions that can be
. . performed by personnel based in the United States or at regional offices
Klgah ngStOH overseas are not be performed at post. All Mission elements, current and
Kinshasa Kolonia projected, in (country) are essential and are the minimum necessary for the
. . proper performance of the Mission’s responsibilities.
Koror Libreville
Lilongwe Lusaka Sincerely,
Manila Mexico City
Moscow Oslo
. (name)
Ouagadougou Port au Prince
Quito Riga
Sarajevo Skopje
Surabaya Thilisi
Tripoli Valletta

Sample of Chief of Mission’s Certification attached
in the Report to Congress on Rightsizing

These reports have been, or will be, submitted to Congress as the Department seeks budget or appropri-
ations for each of these projects. The general trend has been a slight overall increase in staffing abroad
in response to high priority national security interests; e.g., above all the Global War on Terror, but also
anti-narcotics efforts and HIV/AIDS. The Office of Rightsizing’s efforts have resulted in a moderation
of the proposed growth by Chiefs of Mission, and in some cases a reduction in the overall footprint,
achieved through consolidation of duplicative activities. As the Department develops capacities that
will allow location non-specific work to be performed elsewhere, we anticipate further moderation of
staffing demands at posts abroad.

REPORT TO CONGRESS ON RIGHTSIZING & 11
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Report to Congress on Trends in Overseas
Staffing

OVERSEAS STAFFING TRENDS

The Office of Rightsizing the U.S. Government Overseas Presence (M/R) is pleased to report to the
Congress on the progress M/R has made in advancing this important initiative of the President’s
Management Agenda, as well as in highlighting the rightsizing imperative for other offices in the De-
partment and Executive Branch agencies. Attached are the two most recent M/R quarterly reports,
required by the Office of Management and Budget, which detail the most recent rightsizing actions
being implemented by the Department.

Although our goal remains to limit the overseas presence to the minimum footprint necessary to ac-
complish the U.S. Government’s mission, overseas staffing is increasing. Growth is driven by U.S.
national interests, above all the Global War on Terror. The requirement for consular services and
border security activities, the President’s Emergency Plan for AIDS Relief, combating drug trafficking
and support for democratization are also important factors in increased overseas staffing. The quar-
terly reports reflect the efforts the Department has begun implementing to effectively manage growth
in those regions where requirements are increasing.

In October 2004 M/R began conducting rightsizing studies of all overseas missions scheduled to
receive a New Embassy Compound (NEC), and will expand this process to all embassies over a five-
year period, beginning in FY-2006. M/R, in its staffing reviews, questions projected growth, looks
for offsets, and suggests strategies for consolidation, outsourcing, and regionalization. In all cases we
have moderated or significantly curtailed mission projections; some new embassies will actually have
fewer employees than the facilities they are replacing, reflecting, for example, economies of scale
achieved through shared services.

Embassies are clearly cognizant of rightsizing considerations. Chiefs of Mission are required annu-
ally to acknowledge their responsibility to rightsize their missions. Rightsizing elements are now a
required component of annual Mission Performance Plans (MPPs). One challenge they face con-
tinually is to balance the overall goals they have set for their missions with the individual imperatives
of their constituent agencies’ Washington headquarters. We continue to support Chief of Mission
authority, as outlined in the President’s Letter of Instructions, as the principal vehicle to shape a co-
hesive but flexible mission agenda, capable of responding to new priorities as necessary.

M/R is working closely with other Department offices to obtain better statistics on the total U.S.
Government presence overseas. he Bureau of Human Resources has made great strides, working
with overseas posts and other agencies, to capture more fully data on all personnel in all categories
overseas. Our goal is to establish a comprehensive, unified, and accurate database of all overseas
personnel under Chief of Mission authority that can be used for the various staffing accounting needs
of the Department and the interagency and reporting expectations of our stakeholders, such as OMB
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and Congress. We are making progress. The Post Personnel application is now mandatory for use by
all posts, and all agencies’ personnel must be entered. Improvements in global data collection have
been made possible in part by the investments the Department has made over the last several years
in IT infrastructure at posts abroad. Improvement in accuracy, however, has rendered the data from
previous years discontinuous, and so specific growth numbers or percentages are difficult to provide.

SUPPORT FOR CHIEFS OF MISSION

M/R, as the office that advises Chiefs of Mission on the National Security Decision Directive 38
process, now provides more detailed guidance to Chiefs of Mission on the decision-making consider-
ations they should make to reflect rightsizing imperatives. We often provide specific advice to Chiefs
of Mission, especially when the proposed positions appear to duplicate functions already conducted
at the post, such as administrative support. Our goal is to maximize the utilization of shared admin-
istrative support services at individual posts (under I[CASS) and at regional or global service cen-
ters, thereby limiting the overseas footprint, reducing costs, and increasing efficiency. At the same
time, as the principal service provider for the delivery of support services overseas through ICASS,
the Department has committed through the Administration’s Performance Assessment Rating Tool
(PART) process to rightsizing goals on lowering the ratio of U.S. direct-hire service providers to U.S.
direct-hire customers and systematically conducting outsourcing assessments at overseas posts.

With respect to the programmatic positions requested by agencies, we have taken a very proactive
stance when these positions are expressly regional in nature. In particular, in Europe, and to a lesser
extent in Africa and the Middle East, we require that agencies locate their regional positions in
the new Frankfurt Consulate General facility. We identify regional positions as the requests come
through the Department, and ask Chiefs of Mission not to approve any positions that are more appro-
priately handled from regional platforms. Chiefs of Mission have been responsive. The Department
is also working on broader regionalization architecture plans through its Office of Global Support
Services and Innovation (A/GSSI) to systematically regionalize or centralize support functions, first
at danger posts, and then in phases to other posts.

In sum, M/R reports that recognition of the importance of rightsizing is beginning to inform every
phase of the State Department’s decision-making on overseas staffing. The last several years have
demanded responsiveness to key national security imperatives, including the reestablishment of dip-
lomatic representation in Iraq, Afghanistan, and Libya. These imperatives have required increased
staffing to enable the vigorous pursuit of focused U.S. national interests. These increases in staffing,
including the Department’s implementation of the Diplomatic Readiness Initiative, have enhanced
the U.S. Government’s readiness to plan for and respond to new national security priorities.
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Introduction to the Rightsizing Guide

In FY 2005, the Department managed to implement rightsizing procedures, techniques and methods which real-
ized the mandate from Congress and the President to conduct rightsizing analyses of the U.S. Government’s
Overseas Presence. The processes have been gathered together in the following Rightsizing Guide. The in-
structions in the Guide have been approvingly reviewed by the Office of Management and Budget (OMB).

There are three basic documents in the Rightsizing package that we provide to posts to conduct rightsizing
exercises:

Rightsizing Procedures

Abstract: The booklet is a general summary of general rightsizing principles and the con-
siderations that post’s should make in conducting rightsizing analyses. It also includes
formatting instructions for the completed report. Because these reports go to OMB and
Congress, and the Department must often provide summary statistical analyses of our overseas presence,
it is important that these reports, text and data, be easily comparable post to post as well as easily aggre-
gated.

Rightsizing Services Matrix

Abstract: The Services Matrix allows for a simple graphic exploration of ICASS-like ser-
vices at post and possible areas of duplicative or non-essential activities.

Sample Rightsizing Report

Abstract: A common format is important when dozens of reports a year, over five years
some 170 reports will be forwarded to OMB and Congress. The ability to easily extract
information on a post or combine the information on several posts is an important re-
quirement of the format. Following the instructions for the format ensures that all the information required
is included.
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The Rightsizing Mandate

The Under Secretary for Management’s Office of Rightsizing the USG Overseas Presence (M/R) is
the Congressionally-mandated office responsible for managing the rightsizing of the US Govern-
ment abroad. Congress requires that a Rightsizing Review be conducted by M/R: (1) on every
capital construction project the Department wishes to propose to Congress, and (2) on 20% of
all missions annually (identified as Five-Year Study posts — see separate instructions on page 18).
Rightsizing the USG Overseas Presence is also a key initiative of the President’s Management
Agenda. The Lead Agency for Rightsizing is OMB, which has in turn designated the Department
(M/R) as the lead agency for implementation. Rightsizing Reports approved by M/R are submit-
ted to OMB and appropriators. Without an approved rightsizing report, OMB will not forward
projects to Congress, and Congress will not budget or fund a capital construction project.

A rightsizing review eliminates or justifies any duplicative or parallel functions currently at post,
considers the possibilities for reducing U.S. Government employees at post by taking advantage of
regionalized or globalized service organizations, determines whether some jobs can be performed
effectively by locally-engaged staff (LES) rather than US direct-hire employees, and outsources as
feasible non-core and non-governmental functions.

The President’s letter to the Chief of Mission charges the COM with reviewing functions and staff
and with ensuring that excess staff is adjusted. The Secretary emphasized this requirement in a
cable to the field in 2003; the ICASS Executive Board also advises posts to eliminate duplicative
services at post. The Government Accountability Office has noted that ICASS’s failure to live up
to its promise of cost containment has been in part because of wasteful duplication of administra-
tive services at missions overseas. Department policy now requires that rightsizing considerations
be incorporated into posts’ Mission Performance Plan submissions and rightsizing is also a manda-
tory element in Bureau Performance Plans. This responsibility of Chiefs of Mission to ensure that
the size and composition of the mission under their authority is appropriate to carry out its mission
has been oft repeated and is not new, but the emphasis is now greater than ever. In particular,
COMs are expected to ensure the consolidation of as many activities as possible to minimize staff,
thereby containing costs and exposing fewer employees (Americans and Locally-Engaged Staff) to
security risks, while meeting programmatic requirements and maintaining administrative support
service quality.

Chief of Mission’s Certification

When the Mission completes the Rightsizing Study and Staffing Projections, the Mission must for-
ward these documents to the Regional Bureau Executive Director under cover of a memorandum
from the Chief of Mission certifying that the Chief of Mission has reviewed every staff element
and agency under Chief of Mission authority and approves or disapproves each staff element. A
sample is included as Appendix A.
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What is Rightsizing?

Rightsizing does not necessarily mean downsizing. It may, in some cases, particularly as we seek
to enhance security and respond to increasing budget pressures, but a thorough analysis of USG
overseas operations may also justify staffing increases. It is clear, for example, that factors such
as emerging Homeland Security requirements, changes in the visa processes, the Global War on
Terror, and the President’s Emergency Plan for AIDS Relief, will result in staffing changes at a
mission. A rightsizing analysis will lead to transfers of resources from one mission goal to another
even as we seek to enhance security and operational efficiency through regionalization and cen-
tralization. Rightsizing is emphatically not solely a Department of State issue: it applies to all USG
agencies operating under COM authority overseas.

We use the General Accountability Office’s (GAQO) definition of rightsizing as our optic: “Right-
sizing [is] aligning the number and location of staff assigned overseas with foreign policy priorities
and security and other constraints. Rightsizing may result in the addition or reduction of staff,
or a change in the mix of staff at a given embassy or consulate.” (GAO-02-780 Overseas Pres-

ence: Framework for Assessing Embassy Staff Levels Can Support Rightsizing Initiatives, p. 1, July
2002)

Format and Procedure for the Rightsizing Review

Section I: Mission Goals and Objectives, Analysis of Duplicative Activity

1. For each mission goal, identify the resources currently supporting that goal, and analyze their
specific achievements in meeting the objectives.

2. Assess areas of duplication, activities which are no longer required or may require adjustment
of resource levels, and identify activities which require increased resources to achieve their
objectives.

3. Based on this assessment, determine whether that goal is rightsized, or needs increased or de-
creased staffing.

Unlike the Mission Performance Plan, your rightsizing report may include as many goals as you
like, but it is essential that your analysis and assessment in this section cover every mission ele-
ment: all State sections and all non-State agencies. If a mission element does not play any role in

the mission’s goals and objectives, the need for its continued presence should be questioned, and a
plan for its relocation developed, as appropriate.

Il. Competitive Sourcing, Regionalization, and Substitution of LES for USDHs

Competitive Sourcing
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Competitive Sourcing is a methodical way of evaluating whether commercial services should be
performed using government employees or contractors. As part of the Program Assessment Re-
porting Tool (PART), a methodology utilized by OMB to gauge the success of a program, the
Department is required to conduct and report on competitive sourcing analyses of its overseas
functions. This function is performed in conjunction with the periodic rightsizing exercises.

Post should document its assessment of all services, including but not limited to those performed
under ICASS, for potential contractor performance to demonstrate Department efforts to control
service costs and improve quality.

1. Categorize existing functions: Functions performed by Government FTE, whether locally-
engaged staff (LES) or Foreign Service personnel, may be classified as either “inherently gov-
ernmental” or “commercial.” An inherently governmental function is one that must be per-
formed by a government employee because the function requires significant discretion in deci-
sion-making that would bind the Government to take a course of action. An example would
be a Consular Officer who decides whether a visa should be issued, a Human Resources Officer
who determines who will be hired and at what salary, and a Contracting or Grants Officer who
decides who will receive a contract or grant and at what value. Commercial services, by con-
trast, are services that are routinely provided by the marketplace through private contractors.
These would include gardeners, maintenance workers, drivers, data input personnel, and other
functions that do not involve significant discretion in decision-making.

Begin with your mission’s most recent tables for Capital Security Cost Sharing, which should
g y p y g
list all American and LES personnel at your post. Annotate each position as either “IG” (in-
p y p p
herently governmental) or “C” (commercial) based on the criteria above. This constitutes the
Y8
post “personnel inventory.”

2. Determine whether the function could be reviewed for potential contractor performance: This
determination is based on any issues affecting performance of a function by a contractor. For
example, at some posts, it may not be possible, because of local security threat conditions, to
use commercial providers for motor pool services. Posts should consult with their RSO for
post-specific information at this stage; should security reasons preclude permitting a contrac-
tor to perform a commercial function, the RSO should provide the rationale. During step 2,
identify any concerns that might influence a decision not to review a commercial function
for performance by contractor personnel. Document a decision not to evaluate a commercial
provider with a brief rationale. A sample spreadsheet will be sent via e-mail for your use. It
lists common ICASS services, but may be expanded to show other non-ICASS functions (e.g.,
translation, press clipping, visa appointment scheduling). This constitutes the post “commer-
cial activities inventory.” Once you have completed your spreadsheets, please e-mail them to

the contacts provided for A/OPE/CS and M/R.

3. Survey the marketplace: Post should determine whether the required services are readily avail-
able on the local economy. The manager of the function should draft a short statement of
work describing the required work, including information on historical or anticipated work-
load. Market research should be performed by the General Services Procurement Office, with
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assistance and input, as appropriate, from the Foreign Commercial Service office or any other
source familiar with local market conditions. Internet research or other announcements may
also be utilized.

4. Developing the business case: Compare in-house versus contractor performance costs: The
cost of in-house performance of functions may be established by referencing current ICASS
cost information. For non-ICASS services calculate the current cost of providing the service
in-house using the same methodology used to assess ICASS costs (e.g., personnel and related
costs). The cost of contractor performance may be obtained through soliciting quotations or
comparing existing pricing information such as advertising, price lists, or comparable con-
tracts. In comparing prices, be sure to include contract management costs in addition to con-
tractor costs. If contractor costs appear to be advantageous to the government (i.e., cheaper
than in-house performance of the function), verify that the proposed performance standards
by the contractor are acceptable, and if they are, award a contract to the most advantageous con-
tractor.

5. Competitive sourcing may involve displacing current staff if a decision is made to replace a
function currently performed by locally-engaged staff (DH or PSA) with a commercial con-
tract. Successful outsourcing of commercial functions depends on having a well-thought-out
“soft landing strategy” to assist displaced staff. Entitlements payable to personnel involuntari-
ly separated vary by country. All posts should have a current mission-wide reduction-in-force
plan in their FSN handbook. Posts whose RIF plans are not current should contact HR/OE
for guidance. Posts may need to consult a local labor law attorney at some point during the
competitive sourcing evaluation. Posts that do not have local labor counsel retained should
contact L/EMP for guidance on how to do so.

Regionalization

Identify all activities (of all agencies) not performed at your post, because they are performed on
your behalf by regional or U.S.-based Government personnel. These may be programmatic (e.g.,
Customs, Commerce) or administrative (e.g., position classification, voucher examining). The
President’s Letter of Instruction to Chiefs of Mission states:

“I ask that you review programs, personnel, and funding levels regularly, and ensure
that all agencies attached to your Mission do likewise. Functions that can be per-
formed by personnel based in the United States or at regional offices overseas should
not be performed at post.”

Substitution of LES for USDH Positions

Identify USDH positions for which LES may be substituted. If you are unable to make any substi-
tutions at this time, explain why and what steps you will take to get to this point.
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lll. Mission Staffing Levels

Complete the Summary Staffing table, including all sections/agencies, showing current staffing
levels, projected staffing levels, and the net change (+ or -).

IV. ICASS Service Matrix

One crucial element of the rightsizing review will be a matrix inventory of ICASS services and
the ICASS subscribers at post. A standard format is attached. Lite posts should also use the stan-
dard matrix to identify those sub-services where customer agencies do not participate. This will
allow post to identify those specific services where agencies non-participate in a service by way of
a modification, and may be engaged in duplicative activities.

The Service Matrix will clearly show which services are provided to which agencies, and which
not. In every instance where an agency or budget element does not subscribe to an ICASS service,
an explanation and/or analysis of why they do not subscribe should be included, even if only a sen-
tence or two; e.g., a service is provided to the agency from the United States or the agency simply
doesn’t need such a service and doesn’t provide it to itself or its employees. If there are special
reasons for an apparent duplication (geographic location or a specialized program component of
service), that should be explained as well.

V. Full Staffing Spreadsheet

For posts receiving an NEC, complete the LROBP spreadsheet provided by OBO. It should in-
clude a count of all projected staff, American and FSN, desk and non-desk, CAA and non-CAA,
appropriately grouped by all components of all agencies, with descriptive job titles, employment
status and grade. For posts not receiving an NEC, and completing a rightsizing review as part of
the five-year process, use the CSCS (Construction Security Cost Sharing) spreadsheet, and add or
reduce positions accordingly.

The LROBP Staffing Projection will need to be completed by adding all agencies and staff of the
mission who will not be resident in the NEC. The CSCS Staffing Pattern will need to be com-
pleted by adding all projected positions (established and abolished positions) that will be in the
NEC and in the mission. Please be sure to identify those positions which will occupy space in the
NEC and those which will not.

Be sure to include all agencies, constituent posts, embassy offices, etc. in your analysis. You may
use the ICASS Council, Working Group, or any ad hoc arrangement as a vehicle for discussion
and formulation of the report and corresponding data. Be sure to be as inclusive as possible, reach-
ing out to all sections and agencies of the Mission. A series of recommended questions for you to
ask is supplied in Appendix B.
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Additional Instructions on Administrative Services

While all rightsizing efforts and suggestions are welcome, during the period of this review M/R asks
that, with respect to administrative support services, posts focus on a few areas of key concern:

¢ The elimination of any services that are duplicative or similar to ICASS services at post;
¢ The elimination of separate housing pools;

¢ The creation of property pools, especially residential furniture, furnishings, appliances and equipment
(FFA&E) pools.

All administrative positions of all agencies including ICASS should be removed from their owning
agency on the staffing projection and placed in one location in the staffing projection called Joint
Administrative Service Section. The NEC must be constructed with spaces for the administrative
staff of the Mission only as co-located or consolidated staff; e.g., the AID Comptroller and ICASS
FMO will have offices side-by-side in one Financial Management Section with all the FSNs who
do that work in one section. The same with GSO, HR, IT, etc. No agency will have its own sepa-
rate management section space. The staffing projection should have no administrative personnel
identified elsewhere in the mission (drivers, janitors, procurement, administrative assistants, etc.),
except in one part called Joint Management Services. We must overcome creating physical im-
pediments to consolidation of services and cooperation between functions. Such an arrangement
will improve the working cooperation of the personnel and is a clear statement of the intention of

the COM to deal with consolidation.

Eliminating Duplication

[t often occurs that agencies are found to maintain duplicate functions, but mission managers
believe that the capacity is required. The COM and senior managers must take an extremely
critical look at such assertions. Even if the separate capacity is needed, the COM must consider
whether or not the overall function should be merged under single management, thereby eliminat-
ing excess managerial overhead and duplicative internal controls structures. The general case is
that merging and consolidation lead to efficiencies, economies of scale and standardization, which,
when properly managed, translate into reduced cost with equivalent or superior service. As such,
this effort directly responds to the ICASS Executive Board’s call for reducing the cost of support
services.

Duplication of administrative functions is generally considered to be inefficient and an opportu-
nity for rightsizing. If an agency performs administrative services for itself at an overseas location,
and those same or similar services are also offered by ICASS, some level of duplication exists. For
example, if an agency has an on-board telephone technician outside of ICASS, and ICASS pro-
vides telephone support, that may indicate unnecessary duplication. Similarly, a driver is a driver,
an HR Specialist is an HR Specialist, warehouse staff is warehouse staff, regardless of agency. The
rightsizing exercise must thoroughly review mission-wide non-ICASS provision of administrative
services in the 30 or so [CASS service areas offered at your post.
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When valid and compelling reasons don’t clearly exist and duplication of same or similar support
services does exist, the matrix inventory will identify those services and a plan of action must be
developed. The plan must address how services will be consolidated under one service provider
with the steps and a timetable for implementation. The inventory should indicate where each
duplicative or similar function currently resides (agency, office) and ultimately, the rightsizing
plan will, of course, need to identify where the function will be performed upon completion of the
implementation plan. For those duplicated services which will not be eliminated, the embassy
must provide a justification which will withstand the scrutiny of OMB and Congress.

New Construction and Consolidation Opportunities

When new construction brings about co-location, duplication that may have made sense in a geo-
graphically dispersed environment often becomes unnecessary, and should be eliminated. While
consolidation of duplicative services is an ongoing responsibility, a co-locating move and/or a
new embassy compound presents unique opportunities for the elimination of duplicative services.
OMB has specifically tasked the Department to identify and eliminate unnecessary duplicative or
parallel functions concurrent with moves to NEC.

Specialized Programmatic Functions

When considering whether duplication exists, agency-specific functional requirements should be
considered; similar title of the job or function is not, by itself, determinative. If an agency has
specialized program managers, as, for instance, the USCOE, USAID and DCMA may have in
contracting, [CASS may or may not be able to provide such services. However, procurement
management which provides contracting solely to meet administrative requirements would be
duplicative since that is a service [ICASS offers. Other functions which may be designated special-
ized programmatic functions should be similarly scrutinized.

Non-ICASS Services

While support services are primarily encompassed within ICASS, it may be that certain support
services (e.g. some security or 