UTE1094

ORIGIN M-00

INFO  LOG-00   AEX-00   A-00     WHA-00   EUR-00   UTED-00  FOE-00

      TEDE-00  IO-00    NEA-00   OIC-00   OIG-00   MR-00    TEST-00

      SA-00    FMP-00   SAS-00     /000R

138881

SOURCE: DISKETTE.035500

DRAFTED BY: M/P:JNANANIA:CAR -- 06/24/04 202-647-0093

APPROVED BY: M:GSGREEN

A: MBURNS;RM:CSCALZO;RM/ICASS:LMANDEL;RM/SPP:JFOLEY;

M:RSHINNICK;USAID AA/M:JMARSHALL;AF/EX: SNOLAN;

EAP/EX: FCOOK; UR/EX: CALLEGRONE;  NEA/SA/EX: CRICHE;

WHA/EX:PHAYES;IO/EX: RKRAMER; M/R:AMPONCE; SES-O:KMAYFIELD

                  ------------------34E5F6  250108Z /62

R 241850Z JUN 04

FM SECSTATE WASHDC

TO ALL DIPLOMATIC AND CONSULAR POSTS

SPECIAL EMBASSY PROGRAM

UNCLAS STATE 138881

TO ALL STATE AND USAID PERSONNEL

E.O. 12958: N/A

TAGS: AMGT KICA AFIN

SUBJECT: JMC-sponsored Shared Services Study

Summary.  The State/USAID Joint Management Council (JMC)

and ICASS recently studied how administrative services

might be shared overseas.  After examining several State

ICASS- and USAID-provided services at four overseas posts,

the study found that consolidation can produce significant

savings while improving service levels at each of the

posts studied.  The study results also suggest that both

agencies at all posts could benefit from using data to

better manage our operations.  The objective of service

consolidation is to utilize the advantages that both

agencies can bring to a shared service to maximize the

benefits to all.  The study raises the question of how

State and USAID can best work together to realize these

savings and improved service levels.  We intend to address

this question by running six-month pilots at four posts.

Strong senior management sponsorship and change management

actions will be required to ensure the success of proposed

pilot projects.  End Summary.

1.  Representatives from State and USAID and a private

sector Shared Services expert recently returned from

studying four posts where both State and USAID provided

parallel administrative services to see if service

provision could be rationalized at those posts, with the

goal of reducing overall costs to the taxpayer while

maintaining or improving service levels.  The services

studied were Motor Pool, Warehouse and Property

Management, Residential Maintenance and Leasing.  The four

posts were Jakarta, Phnom Penh, Cairo and Dar Es Salaam.

The State/USAID Joint Management Council requested the

study, which was sponsored in part by ICASS.

2.  In order to accurately compare services and determine

areas of duplication, the team collected information from

each post and conducted an independently-administered

customer survey in advance, observed services and

interviewed personnel at the posts, and compared relative

costs and services levels to determine cost per customer,

best management and best practices.

3.  The team found significant advantages in consolidating

motorpools, warehousing/property management, residential

maintenance and leasing at every post.  Service levels and

customer satisfaction were generally high at all posts.

The study's recommendations for lead service providers

were mixed based on advantages demonstrated by either

ICASS or USAID at the four locations.  There was no clear

pattern of operational advantage or of out-sourced versus

in-house services, although the ICASS Service Provider was

more cost efficient per customer in most of the service

areas studied.  However, the team did find that

performance metrics were not collected, reported or

utilized to improve services by either Agency, and that

there was excess capacity (and related costs) that could

be reduced in existing motor pools, warehouses and

residential maintenance organizations.  Although USAID

does not participate in any pooling of property at the

posts that were studied, the team also found that the use

of furniture, appliance, generator and housing pools

improve service and management efficiency while greatly

reducing costs.  The team observed that the level of

engagement and interest of ICASS Councils in providing

oversight to ICASS operations tends to be low.

4.  As the Shared Services Consultant summarized:

"...ICASS and USAID are working hard to provide high

quality services.  Too often, managers have added

resources to solve management challenges.  Both

organizations could improve performance by collecting,

reporting and analyzing performance metrics to formulate

service process improvements.  For example, motor pools

typically had peaks at particular times of the day.

Managers staffed drivers to handle those peaks instead of

considering alternatives such as outsourcing for those

peaks.  None of the managers were reporting or analyzing

driver/vehicle utilization rates or customer demand

patterns."

5.  The team agreed that consolidation pilot projects

would be useful to determine how best to work together to

share administrative services.  However, consolidation of

services should not imply that one organization assumes

responsibility for that service without incorporating

elements of the other organization.  The goal is to

combine the best employees, equipment and processes from

existing operations to ensure that both Agencies and all

ICASS customers benefit from improved services at lower

cost to the taxpayer.  At the four posts studied, the team

recommended a lead Agency for each consolidation on the

basis of which was more effective in each service area.

6.  The report recommended establishing pilots to

consolidate motorpools and leasing at all target posts,

and to consolidate residential maintenance and

warehousing/property management in Phnom Penh as part of a

near-term pilot.  It recommended initiating a competitive

sourcing effort for residential maintenance in Jakarta,

and working with ICASS and OBO in Dar es Salaam and

Jakarta to streamline operations and bring down the costs

of residential maintenance.  For the longer term it

recommended consolidating warehouse/property management in

Jakarta, Cairo and Dar es Salaam.  It also recommended

that ICASS should be actively improved by (1) instituting

incentives for managers to drive down costs while

improving service levels, (2) establishing performance

management metrics and targets for each service, (3)

evaluating performance management targets quarterly, (4)

using performance against metrics to provide input to

management officers' evaluations, and (5) charging for

ICASS services according to actual volumes and service

levels rendered instead of distributing budgeted levels.

7.  The Shared Service Report was presented to the JMC at

the June 16 JMC Executive Committee meeting, along with

the shared services working group recommendations for

implementation.  The JMC concurred in carrying out a

series of 8 pilots, at the four pilot posts listed in para

1, to be undertaken no later than October 1, with others

to begin as soon as feasible.  The JMC also concurred in

the working group's recommendation that the pilot service

providers (ICASS or USAID) be mutually agreed upon at

post, and not selected by Washington.  The working group

will provide leadership, timeframes, and criteria for

success, but will leave the management and details of

implementation up to each post.  Milestone reporting and

regular reviews will also be required.

8.      The JMC encourages State ICASS and USAID management

teams at all posts to work together to share knowledge and

expertise toward providing better service levels at equal

or reduced cost.

9.  The report's executive summary can be found on the

ICASS intra or internet web sites (www.icass.gov).

POWELL

