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America’s Overseas Presence in the 21 Century

PREFACE

Since the early days of our nation’s history, America’s overseas representa-
tives have been on the front line of efforts to build support for democra-
¢y, to maintain peace, and to promote prosperity around the world.
Today, the men and women who serve our country in embassies and
other posts abroad face a complex array of challenges to improve relation-
ships within the civil society, as well as with the government of the host
country; to build institutional foundations for the rule of law; to promote
U.S. products and services around the world; to fight against terrorism,
weapons proliferation, international crime, and threats from disease; to
foster global alliances on environmental and trade policy; and to provide
services to the millions of Americans who work and travel abroad, as well
as to foreign citizens and refugees escaping from natural and human disas-
ters. This imposing list should convince anyone of the importance of our
overseas presence. It should also suggest the scope of the challenge to
organize, staff, equip, and secure our overseas representatives to enable
them to do their essential work.

The Panel’s charge was to think creatively about the way the United States
organizes its activities overseas. In that spirit, we offer these recommenda-
tions for reforms in our nation’s overseas presence. Our work leading to
these recommendations was made possible by the tremendous commit-
ment of Panel members, who brought to our undertaking their diverse
experience in diplomacy, business, the military, and public interest
groups. Together, we have completed our review by concurring unani-
mously with the conclusions in this report that the overseas activities of
our government are critical to the advancement of the nation’s interests
and that the way the U.S. Government conducts these activities needs
significant improvement if the strategic goals of U.S. foreign policy are to
be achieved.

As with any advisory committee, there is a risk that our report will simply
be another volume on the shelf, admired perhaps by those who read it,
but otherwise set aside in the press of urgent business. To counter that
risk, we have consulted broadly with members of Congress, leaders in
government, former officials, and public interest groups. We pursued
these consultations not only to strengthen our analysis and prescriptions
but also to enlist leaders in many sectors to support the follow-through
necessary to make our overseas presence more effective and more efficient.
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Now, the ball is passed to those with the power to implement the
reforms. We urge the President, the Congress, the Secretary of State, and
other heads of departments and agencies with a stake in America’s over-
seas activities to act promptly to make the improvements endorsed by the
Panel. We have the capacity to give our overseas representatives the tal-
ents, the technology, the facilities, the security, and the support to do
their jobs. And we can do that with a combination of savings and invest-
ment that is well within our means, given the importance of the task. In
fact, we are convinced that if the administration demonstrates it is on the
path to reform, Congress will provide the needed resources.

I know | speak for all the members of the Panel in expressing our appreci-
ation to the Secretary of State, Madeleine Albright, for giving us this
opportunity and for her constant encouragement and support. We are
also indebted to our executive secretary, Ambassador William Itoh, who
himself exemplifies the highest standards of the career foreign service, and
to the staff and consultants for their contribution. For me, working with
this Panel was a Privilege, and a rare opportunity to learn about the work
our nation’s representatives do to promote our values and protect our
national security. Throughout these months, I have been struck by the
talent and commitment these men and women from more than 30 gov-
ernment agencies bring to their difficult assignments. As a nation, we owe
them not just our gratitude but also our support to achieve the goals
which attracted them to public service.

November 1999

Lewis B. Kaden
Chairman



America’s Overseas Presence in the 21 Century

EXECUTIVE SUMMARY

The United States overseas presence, which has provided the essential
underpinnings of U.S. foreign policy for many decades, is near a state of
crisis. Insecure and often decrepit facilities, obsolete information technol-
ogy, outmoded administrative and human resources practices, poor alloca-
tion of resources, and competition from the private sector for talented
staff threaten to cripple our nation’s overseas capability, with far-reaching
consequences for national security and prosperity.

These are among the major conclusions of the Overseas Presence
Advisory Panel (the Panel) established by the Secretary of State, with the
support of the President and the Congress, following the tragic bombings
of the embassies in Nairobi and Dar Es Salaam. The Panel was formed to
consider the future of our nation’s overseas representation (other than per-
sonnel under area military commanders), to appraise its condition, and to
develop practical recommendations on how best to organize and manage
our overseas posts.

The condition of U.S. posts and missions abroad is unacceptable. Since
the end of the Cold War, the world’s political, economic, and technologi-
cal landscape has changed dramatically, but our country’s overseas pres-
ence has not adequately adjusted to this new reality. Thirty Federal agen-
cies now operate internationally, yet they lack a common Internet/e-
mail-based communications network. There is no interagency process

to “right-size” posts as missions change, nor are agencies required, with a
few exceptions, to pay their share of the cost of maintaining and renovat-
ing facilities. It is ironic that at the moment when our nation’s message
resonates through history, its voice has been rendered nearly mute by
antiquated technologies. The Panel fears that our overseas presence is
perilously close to the point of system failure.

Such failure would have serious consequences: less effective representation
and advocacy of U.S. interests abroad; a loss of U.S. exports, investment,
and jobs; inadequate political and economic information, leading to
unexpected crises; less effectiveness in promoting democracy and the rule
of law; and a weakening of the fight against international terrorism and
drug trafficking. U.S. citizens traveling abroad would not get the assis-
tance that they need and deserve. Our nation would be less able to forge
global alliances to respond to regional conflicts or to solve global environ-
mental and social problems. Only by maintaining a robust global pres-
ence can our government protect U.S. interests and promote its values.

EXECUTIVE SUMMARY
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A New Design for Our Overseas Presence

To address these deficiencies, the Panel has outlined components of a new
design for our nation’s overseas presence for the 21st century. It recom-
mends eight major types of changes:

1. Improve security and foster greater accountability for security.
(pp. 37-41)
Major capital improvements to facilities and more accountability for secu-
rity, as
recommended by the Accountability Review Boards (ARBs) headed by
Admiral William Crowe, will better protect our representatives abroad
from terrorists and other threats. The ARBS’ near-term recommendations
should be implemented promptly: upgrades in windows and barriers;
improved warning systems and training in emergency response; more and
better-trained regional security officers; and improved cooperation with
host nations.

Budget Implications: The Panel recommends approximately $1.3 bil-
lion annually for the next 10 years ($1.0 billion for capital improve-
ment, including security, and $0.3 billion for maintenance, current
and deferred). The estimated cost of mandatory security training is
$500,000 per year.

2. Create the right size and sites for our overseas presence.
(pp. 41-44)
The Panel recommends that the President, by Executive order and with
the support of Congress, establish a permanent interagency committee to
determine the size and shape of overseas posts. The Executive order
should mandate the committee to review and streamline every mission
and to reallocate all personnel (not just Department of State personnel)
as foreign policy needs and objectives change.

The decision-making process would reconcile differences to reach a con-
sensus. The Secretary of State would be responsible for deciding and pro-
mulgating proposed staffing plans developed through the interagency
process. A department or agency head who disagrees could appeal to the
President. Chiefs of Mission should have input to the committee’s process
as it relates to decisions affecting their posts.

Right-sizing will match staff with mission priorities and can achieve sig-
nificant overall budget savings by reducing the size of overstaffed posts.
Additional posts may be needed to enhance our presence in some coun-
tries where the bilateral relationship has become more important.

Budget Implications: While the magnitude of the savings from right-siz-
ing the U.S. overseas presence cannot be known in advance, we believe
that significant savings are achievable. (For example, a 10 percent
reduction in all agencies’ staffing would generate governmentwide
savings of almost $380 million annually.)
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3.Establish a new entity for the financing and management of our
overseas presence. (pp. 44-51)

The Panel recommends the creation of a federally chartered government
corporation—an Overseas Facilities Authority (OFA)—to exercise respon-
sibility for building, renovating, maintaining, and managing the Federal
Government’s civilian overseas facilities, including office and residential
facilities. The OFA would replace the Foreign Buildings Operations office
of the Department of State (the Department). To the extent possible, the
OFA would have the compensation and personnel practices typical of pri-
vate-sector property management companies. By statute, the OFA’s board
chairman would be the designee of the Secretary of State. The relationship
of the Secretary to the OFA would be analogous to that of the client to
the construction manager. The Secretary would continue as now to have
responsibility for decisions concerning the security, size, and location of
all facilities and would be required to sign off on every OFA capital pro-
ject, as well as its long-term capital plan. Congressional approval would be
required for the establishment of the OFA. Congress would exercise over-
sight of the government’s overseas capital plans, as it does now.

The OFA should be designed to receive funds from a variety of sources,
including rent (plus a capital charge for new facilities) from all agencies
occupying space in overseas facilities; annual appropriations; retained pro-
ceeds from asset sales; forward funding commitments from the Federal
Budget; loans from the U.S. Treasury Federal Financing Bank; and
retained service fee revenues from sources approved by Congress.

. Increase investment in people; adopt the best private-sector
practices in human resources management. (pp. 51-56)

The Secretary of State should develop a comprehensive human resources
strategy to improve the quality of life for persons serving overseas; to
enhance job satisfaction, improve recruiting, expand training and promo-
tion opportunities; and to increase sensitivity to family issues. All overseas
agencies should adopt the best private-sector practices for human resources
management, including meaningful evaluation procedures, management
and leadership development, and rapid promotion opportunities for the
most talented personnel.

Budget Implications: The estimated cost of enhanced career training
is $6 million per year.

.Immediately upgrade information and communications
technology. (pp. 56-58)

The President should direct all overseas agencies to immediately provide
all overseas staff with Internet access, e-mail, a secure unclassified Internet
Web site, and shared applications permitting unclassified communications
among all agencies and around the globe. Furthermore, agencies should
initiate planning for a common platform for secure classified information
to be implemented over the next two years.

Budget Implications: The estimated cost of a common network link-

EXECUTIVE SUMMARY
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ing all agencies in all overseas missions through the Internet and pro-
viding all employees with e-mail and other off-the-shelf capabilities is
$200 million. A unified classified system allowing all agencies at post
to communicate with each other and with Washington will cost
nearly $130 million.

6.Reinforce and further improve consular services. (pp. 58-62)
The Bureau of Consular Affairs should accelerate efforts at all posts to
apply “best practices” for appointments, same-day processing, and waiver
processing. The Department should ensure that staff resources can be
shifted to match surges in demand for consular services.

Budget Implications: The Panel supports legislation proposed by the
Office of Management and Budget (OMB) to allow the Department
to keep an additional $500 million of the consular fees it collects
overseas in order to address critical shortfalls in infrastructure, per-
sonnel systems, capital needs, technology, training, and other needs.

7.Reform administrative services. (pp. 62-64)
Up-to-date information and communications technology should be used
to support administrative services. The Panel strongly endorses consolidat-
ing many administrative functions in regional centers, devolving others to
the local level, and bringing some processing functions back to the United
States.

Budget Implications: Significant savings and improvements in pro-
ductivity should result from new information and communications
technology, greater employment of foreign nationals, new regional
service centers, and other administrative reforms. (For example, a 10
percent improvement would yield $80 to $90 million in annual
savings governmentwide.)

8.Enhance and refocus the role of the Ambassador. (pp. 64-66)
The United States should select its Ambassadors carefully, give them suffi-
cient authority to meet their responsibilities, and provide training com-
mensurate with their difficult and complex jobs. The President should
issue an Executive order reinforcing the responsibilities and authorities
of Ambassadors and codifying the traditional President’s letter to
Ambassadors. All agencies at a post should be required to work with
the Ambassador to formulate a comprehensive, integrated mission plan
and a suggested country budget.

Budget Implications: The minimal costs associated with additional
training for Ambassadors and Deputy Chiefs of Mission would be
approximately $200,000.

Overall Budget Implications

The Panel believes that significant savings are achievable from right-sizing
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and the reform of administrative functions; however, it is clear that addi-
tional investments are required over the near term for information tech-
nology, capital needs, and security. The overall implications are that
achieving the important goal of an effective overseas presence will require
a net investment in certain overseas activities of the U.S. Government.

Implementing the Report

The Panel believes that this report will help create an opportunity for the
Federal Government to focus on the critical importance of its overseas
missions and the national interest in making needed institutional reforms.
Because our overseas presence involves many agencies, only Presidential
initiative, the Secretary of State’s leadership, bipartisan Congressional sup-
port, and cooperation from other agencies and departments can bring
about reform. Indeed, the governmentwide reforms that we propose in
technology, right-sizing, training, security, and capital needs will occur
only if the President and the Congress play an ongoing role in the effort
to implement them.

» The President, by Executive order, should establish an implementation
mechanism and enforce a timetable to achieve the reforms that require
interagency procedures or White House initiative, such as right-sizing,
improved technology, and security. The President should appoint a
“Coordinator for Overseas Presence Reform” to manage those aspects
of reform where Presidential leadership is needed. The Secretary of
State should submit a list of candidates for appointment as the
Coordinator. Each agency responsible for making internal reforms
should establish a plan and a timetable for implementation. The
President should submit to Congress those reforms requiring its
approval.

e The Secretary of State, as the President’s principal foreign policy advis-
er, should take the lead in the implementation process, thus enhancing
the Secretary’s role in coordinating U.S. foreign affairs. Building on
existing statutory responsibilities for the location, security, and staffing
of overseas facilities, the Secretary must be in the forefront of the new
design for the U.S. overseas presence envisioned in the Report. Since
the Department of State is the lead agency in our nation’s overseas
activities, it bears a special responsibility for leadership in carrying
out many of the reforms.

» The Congress should take an active role in the implementation and
oversight of the new design proposed in this report, authorizing the
changes needed and appropriating the funds required to implement
them.

We urge the President, the Secretary of State, and Congressional leaders
to form a partnership and together embrace this opportunity to modern-
ize and reshape the our country’s overseas presence.

EXECUTIVE SUMMARY

America’s Overseas Presence in the 21 Century



The past decade has witnessed a transformation of the world
political situation.... Challenges such as transnational law
enforcement, global terrorism, democracy building, protection
of the environment, refugee issues, and access to global
markets and energy sources now compete with traditional
security and political issues for policymakers’ attention.
These changes demand that we reexamine the nature and basic

structure of our overseas presence.

Secretary of State Madeleine Albright on the formation of the Overseas Presence Advisory Panel



INTRODUCTION

n the aftermath of the tragic bombings of the American embassies in

East Africa, the Secretary of State, with the support of the President

and the Congress, formed the Overseas Presence Advisory Panel (the

Panel) to consider the future of America’s overseas presence. The

Panel was asked to review the value and appropriate size of the
nation’s overseas presence in the coming years and evaluate how best to
locate, protect, staff, equip, and manage overseas posts. Central to this
study was a mandate to determine how the U.S. Government could pro-
vide greater security for its overseas personnel in the face of budgetary
restraints and new foreign policy priorities that place increasing demands
on our posts abroad.

In examining the current state of the government’s overseas operations,
the Panel drew upon the experience of its members: senior diplomats,
experts on security, heads of companies and nongovernmental organiza-
tions (NGOs), former members of Congress, and representatives of exec-
utive branch agencies with overseas responsibilities.

The Panel also conducted extensive fact-finding visits, interviewing hun-
dreds of people at all levels in American embassies and senior government
officials in Washington. We reviewed the best practices in both the private
sector and in other governments. Finally, the Panel consulted broadly
with former government officials, foreign policy specialists, and represen-
tatives of business and NGOs with international operations.

It should be noted that the current Administration has undertaken signifi-
cant efforts to improve the effectiveness and efficiency of America’s over-
seas presence. At the Department of State (the Department), Secretary
Albright has championed reinvention efforts in the face of declining
resources and increasing challenges. These initiatives include the War for
Talent study by McKinsey and Company, charting reforms in human
resources; a comprehensive security review of our diplomatic missions
abroad; the improvement of services provided by the Bureau of Consular

America’s Overseas Presence in the 21 Century
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Affairs to Americans traveling abroad; and initial steps to overhaul the
Department’s global information platform. The Panel has built on these
and other efforts to improve the overseas operations of all U.S.
Government agencies and departments.

The United States is represented overseas in 160 countries. In addition to
embassies in each of these countries, there are 74 American consulates, as
well as 18 other missions and offices—for a total of 252 posts. The
United States employs more than14,000 Americans in those posts and
about 30,000 foreign nationals. More than 30 government agencies
operate overseas. The largest mission employs more than 2,000 people,
while the smallest posts have as few as 10 people.

The Panel visited 23 posts: Pretoria, South Africa; Mbabane, Swaziland;
Dakar, Senegal; Quito, Ecuador; Panama City, Panama; Mexico City,
Mexico; Kiev, Ukraine; Moscow, Russia; Chisinau, Moldova; Beijing,
China; Bangkok, Thailand; Vientiane, Laos; New Delhi, India; Paris,
France; Athens, Greece; Tallinn, Estonia; Riga, Latvia; Vilnius, Lithuania;
Rabat, Morocco; Cairo, Egypt; Oslo, Norway; Brasilia, Brazil; and

Lima, Peru.

What is most striking to any visitor to our posts overseas is the remark-
able job being done by a cadre of dedicated, hard-working men and
women—often in adverse and even dangerous circumstances. WWhen we
saw what these talented and resourceful people are accomplishing in
representing America, we became all the more committed to giving them
the support they need to get the job done. The Panel dedicates this report
to the thousands of women and men laboring overseas to represent the
interests of all Americans.
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We believe that the U.S. overseas presence provides the
essential underpinnings of our foreign policy. However, in the
Panel’s view, that presence is near a state of crisis and needs

immediate reform.




FINDINGS

n its fact finding and discussions, the Panel appraised the condition

of the nation’s overseas presence (other than personnel under the

authority of area military commanders). The globalization of trade

and finance, the revolution in communications and information tech-

nology, the emergence of worldwide environmental and health prob-
lems, and complex humanitarian emergencies have transformed the social
and economic context in which American diplomacy is conducted. The
rise of international terrorism and criminal activity, the spread of democ-
racy, the end of the Cold War, and the intensity of regional conflicts have
similarly remade the political and security landscape. Yet, our overseas
presence has not adjusted to these new economic, social, political, and
security realities. The overseas institutions that have performed so
admirably throughout the 20th century are neither designed nor
equipped for the 21st.

The Panel noted the gap between our nation’s goals and the resources it
provides its overseas operations. The world’s most powerful nation does
not provide adequate security to its overseas personnel. Despite its leader-
ship in developing and deploying technology, U.S. overseas facilities lack
a common Internet and e-mail communication network. The overseas
facilities of the wealthiest nation in history are often overcrowded, deteri-
orating, even shabby. Private-sector practices that have led to the world’s
most productive economy have yet to be adapted to our public services
abroad. And though the nation’s overseas agenda involves more than 30
Federal departments or agencies, there is no interagency mechanism to
coordinate their activities or manage their size and shape.

Many Panel members were shocked by these incongruities; all find them
unacceptable. We believe that the U.S. overseas presence provides the
essential underpinnings of our foreign policy. However, in the Panel’s
view, that presence is near a state of crisis and needs immediate reform.

America’s Overseas Presence in the 21 Century
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The Panel’s Findings

1. Universality and the National Interest in an Overseas Presence.
Dramatic changes in the world’s economic, political, technological,
and social landscape have made an on-the-ground overseas presence in
virtually every country more valuable than ever before. The end of the
Cold War and the spread of democracy have opened direct access to
the peoples and institutions of many nations, bringing new complexi-
ty to our diplomatic efforts and creating unprecedented opportunities
to help build democratic institutions and the rule of law. With more
U.S. citizens traveling and conducting business in the global economy,
the nation has a larger stake in events abroad.

The Panel concluded that in this new era when goods and services,
criminals and terrorists, and health and environmental threats all cross
national borders with relative ease, a universal, on-the-ground overseas
presence is more critical than ever to the nation’s well-being. Only by
maintaining a robust global presence can America protect its interests
and promote its values in the coming decades.

2. Security. Thousands of Americans representing our nation abroad
still face an unacceptable level of risk from terrorist attacks and other
threats. There is a pressing need to accelerate the process of addressing
these security risks to give U.S. representatives overseas the safest envi-
ronment consistent with the nation’s resources and the demands of
their missions.

3. Rationale for America’s Overseas Presence. In this interconnect-
ed, yet dangerous, world, an extensive overseas presence is vital to the
government’s effort to ensure the security and prosperity of the
American people. Our overseas missions remain the principal vehicle
for the traditional functions of an overseas service: managing relations
with other governments; building strategic alliances; promoting a bet-
ter appreciation of America’s interests and goals; giving Washington
decision makers an understanding of the cultures, events, and develop-
ments in foreign nations; and providing consular services to
Americans working and traveling abroad.

U.S. missions have also become one of the primary instruments for
advancing less traditional foreign policy priorities such as building
democratic institutions, expanding the rule of law, promoting trade
and investment, protecting the environment, and advancing workers’
rights. They have also become the first line of defense in the battle
against a number of nontraditional security threats ranging from inter-
national terrorism to global health risks to the illicit drugs and
weapons trade.

4. Interagency Coordination. Thirty executive branch agencies now
have important statutory responsibilities that require an overseas pres-
ence. While the Secretary of State is, and must remain, the govern-
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American Embassy, Dar es Salaam

ment’s principal officer for foreign affairs, the rational determination
of the size, shape, and goals of our overseas presence requires an effec-
tive interagency process involving all agencies with international
duties.

Overseas, all agencies at each mission serve under the direction of the
Ambassador. However, the broad statutory authority of the Ambassador
is in many cases undermined by his or her lack of control over resources
and personnel. Further complicating the Ambassador’s job is the need to
work with dozens of agencies, each with its own objectives and chain of
command. To address this, the government needs to modernize its
conception of an ambassador’s duties: selecting its Ambassadors care-
fully, ensuring that they have sufficient authority to meet their respon-
sibilities, and providing training commensurate with their difficult
and complex jobs.

. Presidential and Congressional Leadership. Both the importance
and interagency nature of overseas activities demand Presidential lead-
ership to set the goals of U.S. posts and missions and to ensure that all

America’s Overseas Presence in the 21 Century FINDINGS

[N
\l



18

agencies cooperate in achieving them. The President should direct the
Secretary of State to develop, in concert with all appropriate agencies,
a statement on national strategic goals for foreign policy.

Congressional involvement and support is also essential in the design
and funding of our overseas presence. The Panel cannot stress too
strongly the need for all practicable consultation and coordination
with Congress.

Resources. The Panel concluded that the government needs to make
major changes in how it spends the nation’s resources overseas and in
Washington, D.C. A new interagency process to rationally determine
the size and shape of international operations can achieve significant
budget savings. Posts determined to be overstaffed should be down-
sized, in the process creating a leaner and more effective overseas pres-
ence. The savings would result from reductions in the staffing at all
the agencies operating overseas, not solely at the Department of State.
At the same time, new resources will be needed for security, technolo-
gy and training and to upgrade facilities. In some countries where the
bilateral relationship has become more important, additional posts
may be needed to enhance the American presence or to meet new
challenges. The proper size and functions of all posts should be deter-
mined by the right-sizing process applied to all agencies, not just the
Department.

The American people and Congress are more likely to support addi-
tional needed investments in technology, security, and training if the
government demonstrates its intention to carry out its functions more
effectively by making the necessary commitment to cost savings and
reforms to improve efficiency.

. People and Human Resources Policies. The Panel found talented

and dedicated staff struggling to meet the demands of an expanded
foreign policy agenda and to provide services to ever-growing numbers
of Americans traveling abroad. Private-sector competition and the
hardship associated with working overseas threaten to deplete the gov-
ernment’s talent pool. It is therefore more important than ever that
the government provide its people with the tools, skills, managerial
and administrative structures, and freedom of action necessary to do
an increasing number of complex tasks.

Over time, the government has adopted human resources practices
and burdensome administrative policies that hinder and discourage its
employees, impede productivity gains, and threaten to cause increased
staff attrition. A recent Office of Personnel Management survey found
similar problems in all agencies. Personnel policies must give more
weight to family considerations and employment opportunities for
spouses and adopt best practices for recruiting, training, evaluating,
promoting, and retaining talented people. The Department also needs
to reshape the basic policy and program functions of officers in the
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various elements of the Foreign Service to improve job satisfaction,
upgrade skills, and develop the capacity for management and leadership.

The Panel identified best practices in the private sector that, if adopt-
ed by the government, would improve the effectiveness of consular
and administrative functions, bring greater flexibility to the use of
resources and people, and thereby increase productivity. Creating
regional administrative service centers for use by all agencies and
bringing certain processing functions back to the United States will
also achieve significant savings government wide and contribute to
shrinking overstaffed posts, reduce security risks, and provide better
support for policy and program functions.

. Information Technology and Knowledge Management. \We were
dismayed to find that our embassies and missions are equipped with
antiquated, grossly inefficient, and incompatible information technol-
ogy systems. Unlike employees in many companies and NGOs, only a
handful of U.S. overseas employees have desktop Internet access. Nor
is there an Internet/e-mail-based information network linking all
agencies and posts. Many employees find that using their home com-
puters and Internet accounts is the fastest way to communicate with
colleagues abroad or in Washington!

The Department of State and the other agencies sharing the overseas
platform have taken steps to bring their systems up to private-sector
standards, generally on an agency-by-agency basis. However, much
more needs to be done. The Panel believes that investing in compati-
ble electronic communications and information technology will
enhance efforts to reorganize the management of embassies, reduce
costs, and improve the productivity and effectiveness of overseas staff.
Since gathering and disseminating information have historically been
among the core functions of overseas representatives, the United States
can better ensure the future success of its overseas presence by foster-
ing an organizational culture that values knowledge—its development,
sharing, and storage.

. Capital Needs and Facilities Management. We encountered
shockingly shabby and antiquated building conditions at some of the
missions we visited. Throughout the world we found worn, over-
crowded, and inefficient facilities. Many facilities need significant cap-
ital improvements to ensure security, improve working conditions, and
equip personnel and posts with efficient and secure information and
telecommunications technologies.

Every embassy the Panel visited told the same story: a bureaucratic
and inequitable system for financing and managing buildings. The
government currently manages its properties without a workable plan
or funding adequate to provide for the upkeep and the long-term cap-
ital needs of its overseas facilities. The country needs new mechanisms
to finance, build, maintain, and manage the buildings and housing
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used by its overseas representatives. Adequate funding and an equi-
table sharing of costs among the agencies using overseas posts must
also be ensured.

The Dangers of Inaction. Insecure and decrepit facilities, obsolete
information technology, outdated human resources practices, and out-
moded management and fiscal tools threaten to cripple America’s
overseas presence. We recognize that except for the security threats,
none of these individual problems is a pressing emergency. Still, as
with any complex system, if many of the parts of America’s overseas
presence are not working properly, the system may fail. The Panel
fears that our overseas presence is perilously close to the point of
system failure.

Such failure would have serious consequences: less effective representa-
tion and advocacy of U.S. interests abroad; a loss of U.S. exports,
investment, and jobs; inadequate political and economic information
leading to unexpected crises; less effectiveness in promoting democra-
cy and the rule of law; and a weakening of the fight against interna-
tional terrorism and drug trafficking. Americans traveling abroad
would not get the assistance they need, and border control would suf-
fer as the visa process in our consulates fails to keep up with demand.
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Finally, the nation would be less able to forge alliances to solve envi-
ronmental and social problems.

To avoid this, the United States needs to undertake a comprehensive
reform of the way it attracts, trains, and protects its overseas personnel
and the way it locates, staffs, equips, and manages its overseas posts. In
short, the nation needs to bring to its overseas presence the innovation,
openness, and dynamism that is at the core of the American spirit.

Prospects for Reform

At the center of the new design must be our greatest asset—the thousands
of dedicated, talented Americans representing their country abroad. The
best way to promote U.S. values and protect U.S. interests is to ensure
that our people abroad have the right skills, the right equipment, the
right facilities, the right training, the right opportunities, the right atten-
tion to family and quality of life, and the right administrative support.

We urge the Department of State and the other overseas agencies to seize
this opportunity for renewal and reform. The Panel also recommends that
all the agencies, and in particular the Department, strengthen their col-
laboration with the constituencies involved in foreign affairs, including
business; labor; environmentalists; law enforcement groups; relief and
development groups; and democracy, human rights, and rule-of-law
advocates. We support the Secretary of State’s initiatives to engage the
American public in foreign affairs at home and urge her to seek the sup-
port of major constituencies for the implementation of the report.

Building support for the report’s recommendations represents a challenge
to our nation’s political and economic leadership to, in effect, rebuild
public support for our overseas presence. The Panel is confident that the
recommended changes are practical and achievable. With a new vision
and adequate resources, U.S. overseas personnel can more effectively
represent and defend American interests abroad. With a practical program
of reform in place, the American people and Congress will provide the
support our overseas operations need.

Because our overseas presence involves many agencies, only Presidential
leadership and bipartisan Congressional support can bring about the
changes needed. Indeed, the government wide reforms that we propose in
technology, right-sizing, training, security, and capital needs will only
occur if the President establishes a mechanism and enforces a timetable
for their implementation and only if Congress plays an ongoing role in
the effort and sees fit to authorize the changes needed and to appropriate
the funds required to implement them.

Our first priority is to provide a clear rationale for our overseas presence,
including the interests and values we hope to further through our foreign
policy. We believe that once we correctly understand our mission, we will
forge the tools and methods to carry it out.
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The costs and risks of a robust overseas presence should not
be seen as burdens on the American tax-paying public, but
rather as an integral component of the government’s effort
to ensure their security and prosperity. Just as the U.S.
military and defense posture depends upon forward-deployed
aircraft carriers and overseas bases, so its foreign policy
and diplomacy depend upon forward-deployed professional

officers and staff.



THE RATIONALE FOR AMERICA’S
OVERSEAS PRESENCE

n its relations with the world, America has always stood for freedom,

democracy, and the principled pursuit of global commerce. Our for-

eign policy has sought to tear down barriers and to form ever wider

links among the world’s people based on the rule of law and the

advancement of human rights. While these overriding goals are a
constant, specific objectives and strategies change with the geopolitical
realities of an era.

Beyond the Cold War Rationale

The structure of America’s overseas presence today is an outgrowth of
World War Il and the demands of the Cold War. America’s foreign policy
focused largely on maintaining military preparedness and on influencing
the alignment of nations. Geopolitical and security considerations took
priority over economic interests and other foreign policy concerns.
Information gathering and reporting were necessarily among the central
activities at our embassies.

A vital concern of this period was denying adversaries access to military
technology and sensitive information and countering political movements
hostile to American interests. The need for secrecy and tight control led
to a highly centralized and hierarchical approach to managing both peo-
ple and information. Inevitably, these activities shaped the U.S. overseas
presence in almost every way. In retrospect, we can see a consistent logic,
shape, and style to the organization and functions of American foreign
operations—what could be called the Cold War design. This design
evolved to advance our primary strategy: containment.

The design for our overseas presence during the Cold War period was
enormously successful. However, what was suited to our strategy then is
not necessarily well suited to our strategies today and in the future.

America’s Overseas Presence in the 21 Century
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With a developing global economy, the end of the Cold War, the spread
of democracy, and the expanding use of new information technology,
U.S. foreign operations face a very different environment. People, ideas,
and goods now move more freely than ever across national boundaries.
More citizens in more countries participate more fully in the political,
social, and economic life of the world. These are developments America
has long sought. Indeed, something approaching a global society, one
built largely on values we espouse, has begun to emerge over the past
decade, offering the promise of an ever larger democratic community.

International relations are also more complicated than ever. Conflicts over
religion and ethnicity have the potential to draw our country into
humanitarian crises and regional conflicts. When terrorists operate with
impunity, the risk of harm to U.S. citizens, property, and interests increas-
es. Ineffective institutions for the rule of law and financial regulation not
only impede other countries’ political and economic development they
can also lead to increased risk to the global economy and our own pros-
perity. And if other countries are not able to control the production and
trafficking of narcotics, more drugs are likely to end up in our neighbor-
hoods. Thus instead of one overriding foreign policy objective, today we
have an array of seemingly competing foreign policy priorities.

For many decades, too, our diplomacy was mostly concerned with state-
to-state and government-to-government relations. Today’s more dynamic
global environment means that diplomacy must pay attention to a broad
range of constituencies within nations, from minor political parties to
powerful corporations to the press to public interest groups. Indeed,
many of our most important foreign policy objectives cannot be advanced
without building coalitions among these new players. For while our
embassies are still the front line for the management of our relations with
other governments, they have also become a critically important vehicle
for advancing new priorities. Thus we are asking even more of our over-
seas representatives.

New Importance of Traditional Functions

Many traditional functions such as consular services, information gather-
ing and analysis, policy advocacy, and alliance building have grown in
importance. In fact, many Americans do not appreciate just how impor-
tant these functions are in today’s interconnected world.

Consular services. The demand for consular services is increasing in nearly
every country in the world as businesses, NGOs, tourists, religious groups,
and students call upon our embassies with greater frequency, seeking infor-
mation and requiring assistance. Consular personnel help Americans abroad
with health, legal, and financial problems. The annual number of foreign
visitors to the United States has increased dramatically, and our embassies
now deal with ever larger numbers of foreign nationals, issuing visas, screen-
ing immigrants, and providing information on the United States.
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Reporting and analysis. Our embassies are the eyes and ears for American
policymakers in Washington, observing, reporting, and interpreting local
views and developments. Despite the technological breakthroughs in
satellite surveillance, embassies continue to provide much of the intelli-
gence that decision makers need to craft policy and strategy. Without the
nuanced and up-to-date information and analysis embassies provide, poli-
cymakers in Washington would enter many crises and negotiating situa-
tions blind and deaf to the subtle political realities on the ground that can
often make the difference between success and failure.

Diplomacy: negotiation and advocacy. Beyond being the primary source
of intelligence and analysis from the field, embassies are the principal
vehicles for presenting and transmitting American views and policy posi-
tions to other governments. Embassies are also vehicles for persuading
and lobbying other governments, including their parliaments and con-
stituencies, to take positions or to adopt legislative measures favorable to
American interests. Advocacy is required to build regional and global
alliances such as the ones we forged in preparation for the Gulf War and
in response to the crisis in Kosovo. Such coalitions among nations are a
critical component in our country’s initiatives and in the negotiation of
important global agreements.
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An embassy’s advocacy work, however, is no longer limited to a country’s
government. The United States must reach out to influential businesses,
opinion leaders, and public interest groups to build support for American
positions. Indeed, as many countries have become more democratic, pub-
lic diplomacy has become increasingly important. Public diplomacy is not
practiced only by specialists in public information, but by all personnel,
civilian and military. These “diplomats” must now communicate with all
the constituencies in the host country and have the capacity to make our
views known throughout the host nation’s society.

Development assistance. Through our missions abroad, the United States
helps support economic and social development in many developing
nations. Using U.S. missions as its base, United States Agency for
International Development (USAID) manages rural and urban projects
that assist countries in meeting their development objectives that serve
U.S. national interests. Overseas missions also serve as a platform for
other U.S. agencies to build upon USAID's efforts in support of banking
reform, reforestation, energy conservation, and administration of justice.
Similarly for U.S. health organizations, the overseas platform is essential
to their public health programs and research projects. None of these func-
tions could be performed as effectively without an extensive, permanent
U.S. presence overseas.

An Expanding Agenda

Effective diplomacy, in particular effective public diplomacy, requires a
great amount of time, considerable tact, and cultural understanding,
which only comes from being present in a country. The entire process
involves a range of interactive activities that cannot be sufficiently dupli-
cated by electronic means.

The traditional functions that we normally associate with our overseas
diplomatic presence are only a small part of a much larger role that our
overseas posts now play in the implementation of American foreign poli-
cy. For example, to extend democratic institutions and the rule of law, we
provide training, deliver technical assistance, and use other methods of
institution building. To protect the environment, we provide technical
assistance, exchange research results, and provide funding for alternative
technologies. We undertake studies, disseminate scientific information,
and provide education to prevent global and local health problems. We
engage in law enforcement activities to prevent drugs and counterfeit
goods from entering our country.

To conduct these activities, overseas missions provide a base for the pro-
grams of some 30 government agencies. Department of State personnel
constitute only 38 percent of U.S. Government staff overseas, with the
remaining 62 percent coming from other agencies. The Ambassador has
become a coordinator and manager of the relations among agencies, and
the embassy has become a nerve center for all U.S. Government opera-
tions, especially in times of emergency.



U.S. GOVERNMENT OVERSEAS PRESENCE

State

Defense 6,907 37% *
USAID 1,197 6%
Justice 1,053 6%
USIA 728 4%
Transportation 470 3%
Treasury 453 2%
Peace Corps 257 1% **
Agriculture 255 1%
Commerce 246 1%
Other 144 1%

*(Excluding those under area military command)

**(Excluding volunteers)

Source: Department of State for FY 1998.

Consider a few examples of the missions that we now assign to our
overseas representatives:

Enhancement of national security from nontraditional threats. Our
embassies are the front line of defense in the battle against a number of
international threats from international terrorism to the illicit drug trade.
Global criminal organizations, money launderers, and drug traffickers
threaten many countries in this hemisphere and elsewhere. Our embassies
help these countries organize their law enforcement, customs, and alterna-
tive crop programs to combat these problems. Counterterrorism experts
at our embassies work with local intelligence and law enforcement offi-
cials to keep track of terrorist groups and individuals. By monitoring
these groups closely and by shutting off their access to money and lethal
technology, we can greatly reduce the risks of international terrorism and
the disruption that it can cause. Without people on the ground, our
efforts to monitor, contain, and eliminate these groups would be severely
limited.

These efforts would not be possible without people working side by side
with the local authorities. The more effective that embassies become in

these initiatives, the less U.S. that citizens are threatened by international
terrorism, illegal drugs, and criminal organizations and the less likely it is
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that we will need to resort to the use of military force to protect our
national security interests.

Promotion of democracy and the rule of law. Dozens of countries
throughout the world are trying to make the transition to democracy. If
they succeed, the United States will have more reliable partners with
whom to pursue our international objectives. American commerce will
flourish in countries where property rights are respected, corruption is
combated, contracts are upheld, and laws fairly enforced. U.S. embassies
provide advice and guidance on the development of judicial, political,
financial, and law enforcement institutions. We cannot do this from afar,
no matter how good our advice may be. America’s embassy staff must be
on the ground to listen, respond, cajole, and help.

Our foreign policy recognizes that world order depends not only on state-
to-state relations but also on the quality of governance in each of the
world’s countries. The United States plays a vital role in helping to build
democratic institutions and solidify the rule of law in foreign nations.
This from-the-ground-up approach to building order and stability
emphasizes working with other governments and NGOs concerned

with civil issues to build and strengthen democratic institutions.

Commercial advocacy. In this age of the global market, our prosperity
increasingly depends upon international trade. In the age of commerce
without borders, commercial advocacy is one of the most valuable func-
tions of our overseas missions. Our embassies help advance American
commercial and trade interests abroad by identifying export markets and
investment opportunities, by helping U.S. firms to make contacts and set
up shop in foreign countries, and by fighting for access to markets. U.S.
embassies help “level the playing field” for American businesses by com-
bining commercial assistance with policy advocacy to persuade foreign
governments of the need to open their markets and modify regulations
that inhibit investment. These efforts are particularly important to small
and mediume-size firms, which may be hindered when operating in
overseas markets by lack of experience or resources. This kind of advocacy
for American business cannot be done from Washington or a regional
center. Government personnel must be present to lobby effectively for
our commercial interests.

Response to humanitarian crises. Americans try to reduce human suffer-
ing by responding willingly and whole-heartedly to complex humanitari-
an emergencies, and they expect their government to do the same. The
United States has mounted large-scale relief missions to address many
humanitarian crises ranging from the drought and civil war in Sudan to
the hurricane disaster in Central America in 1998 and the earthquake in
Turkey in 1999. Providing effective aid requires tremendous logistical
support; accurate, up-to-the-minute local information; and effective
diplomacy. Working with host governments, U.S. agencies, and NGOs,
U.S. embassies play an essential role in responding to crises and emergen-
cies. Once a crisis has ended, the U.S. Government often follows up by
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committing development assistance to the rebuilding of devastated areas,
coordinated by USAID.

The Risks of Withdrawal

While it might be tempting to think that technology permits us to gather
information, persuade, and advise from a distance, the activities in which
our overseas representatives engage are simply too complex to be per-
formed from afar or to be delegated to others. For example, in performing
their functions of reporting and analysis, our diplomatic personnel do not
just gather isolated pieces of information. They examine it in context and
analyze its policy significance, which requires listening, observing, and
exchanging viewpoints with many different sources in a country.

High technology cannot replace face-to-face diplomacy because most for-
eign governments are not yet willing to substitute electronic transmissions
for person-to-person contacts. In those instances when we have tried to
replace direct contact with electronic communications, confusion and
resentment on the part of foreign governments have frequently been the
result. So if we do not have a presence in a given country, we will not
have an effective impact on its leaders and will not be able to pave the
way for personal diplomacy by the President, the Secretary of State, or
other cabinet members.

Nor is the increasing global reach of American media, business, and
NGOs a substitute for an adequate U.S. diplomatic presence overseas.
Private entities pursue their own objectives in their own ways, whereas
U.S. diplomats serve the nation’s priorities. NGOs can be influential play-
ers in other societies and can help advance and shape American interests
and foreign policy goals, but it is important to maintain active and open
give and take between them and U.S. Government representatives.

The costs and risks of a robust overseas presence should not be seen as
burdens on the American tax-paying public, but rather as an integral
component of the government’s effort to ensure their security and pros-
perity. Just as the U.S. military and defense posture depends upon for-
ward-deployed aircraft carriers and overseas bases, so its foreign policy
and diplomacy depend upon forward-deployed professional officers and
staff. Closing U.S. embassies and consulates could have serious conse-
quences for the effectiveness of our foreign policy and for the security
and prosperity of the American people.
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Because America’s work overseas is the product of both
geostrategy and domestic interests, its overseas goals

are increasingly intertwined.

The United States needs to revise and reform the methods by
which it operates overseas to reflect and accommodate a more
complex environment. In short, we need a new design that will
address the demands of the 21st century as effectively as the

old model addressed those of the past 50 years.



America’s Overseas Presence in the 21 Century

v

REDESIGNING
AMERICA’S OVERSEAS PRESENCE

0 say that we continue to need a large and active overseas presence

in the coming years is not, however, to suggest that our resources

should continue to be distributed as they have been during much

of the past four decades. The many changes in the world require

changes in the objectives and methods of U.S. activities abroad.
America’s foreign operations have had to shift from a single overriding
goal to several goals, from one audience to many, from a focus on govern-
ments to a focus on all institutions. Combined with the revolution in
communications and information technologies, much of the design of our
overseas presence, and the systems and structures that went with it, have
been rendered obsolete. The United States needs to revise and reform the
methods by which it operates overseas to reflect and accommodate a more
complex environment. In short, we need a new design that will address
the demands of the 21st century as effectively as the old model addressed
those of the past 50 years.

Because America’s work overseas is the product of both geostrategy and
domestic interests, its overseas goals are increasingly intertwined. For
example, progress toward democratic governance and the rule of law
tends to foster open markets, and open democratic societies tend to con-
tribute more to regional security than do authoritarian ones. Because the
goals are intertwined, the agencies that now pursue them separately must
learn to work together.

While the Department of State still occupies, and must continue to
occupy, the center of our overseas operations, it now shares the stage with
the Departments of Agriculture, Defense, Justice, Commerce, Treasury,
and Labor and agencies such as USAID, the Environmental Protection
Agency, the Centers for Disease Control and Prevention, and many
others. Unilateral decisions and “turf consciousness” must give way to

the more complicated, but ultimately more effective, process of coopera-
tion and consultation. This means that Ambassadors need to play an
expanded role: that of leader and manager of a diverse group of employees
who work together in a host country.
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U.S. representatives also need to have a more intimate working relation-
ship with the societies of host nations than was necessary or possible dur-
ing the Cold War. Such an effort will require great sensitivity and a new
and deeper trust between our people and the people of foreign nations.
As foreign societies become more open and more complex, cultivating
such trust will require effective communications with a broader range of
constituencies.

If such a working relationship with other societies is important, then it
will be necessary to give greater emphasis to public diplomacy, building
understanding with the many sources of power in today’s more complex
societies. Our purpose is less to combat another side’s propaganda than to
educate and persuade critical publics, particularly about the importance of
such values as the rule of law, ethnic and religious tolerance, and environ-
mental protection. The problem, with rare exceptions, is no longer a gov-
ernment’s monopoly control over information, but rather the confusing
interplay of private media, including the new medium of the Internet. As
was highlighted in recent studies by the Henry L. Stimson Center and the
Center for Strategic and International Studies, public diplomacy is needed
to help clarify the American position and viewpoint, to explain why the
United States favors a particular course of action, and why that course of
action would benefit both U.S. interests and that of another nation.

The new design that is implicit in our recommendations recognizes that
the U.S. Government no longer has a monopoly on the gathering of
information. The higher priority that economic and environmental con-
cerns enjoy in our foreign policy agenda alters our information-gathering
needs and techniques. American embassies need to focus more on analysis
than on collection and more on clarifying and adding value to informa-
tion that is already in the public domain. This implies less routine report-
ing and, instead, more interaction between embassy personnel and those
in Washington who want and need analysis of particular developments or
trends in the field.

Implementing the New Design

The many operational changes in U.S. overseas activities require a differ-
ent allocation of time and resources: fewer resources devoted to routine
reporting and more toward direct public diplomacy; less time behind the
desk in the embassy or consulate, more time out meeting and working
with diverse constituencies in the host country; fewer lengthy cables,
more direct interaction with policy workers in Washington; and more
attention to managing and coordinating programs.

Many of the elements of this new design must come together at the
embassy. The Ambassador will continue to act as chief executive of the
mission, but with an expanded agenda: developing a country-specific mis-
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sion statement, creating teams to fulfill that mission, and, within limits
set by the budget process, shifting resources to ensure that agency activi-
ties are consistent with each other and with the mission’s overall goals and
priorities. The embassy of the future will provide the environment, the
administrative support, and the equipment that our people require to
respond quickly and appropriately to developments abroad and to main-
tain extensive and intimate working relationships with the people of host
nations.

We will need to downsize some embassies that were once flagship posts
during the Cold War and upgrade others in pivotal emerging societies.
Downsizing would shrink staffing of all the agencies operating overseas,
not solely at the Department of State. At the same time, new resources
will be needed for security, technology, and training and to upgrade facili-
ties. In addition, we need to think differently about how to recruit, train,
and promote Foreign Service Officers to ensure that we attract and keep
employees with the skill sets required to achieve our new goals.

We also need to rethink security issues, better reconciling the need for
accessibility with the need for protection from nontraditional threats and
transnational terrorists. Embassies should not look and feel like bunkers.
They are, after all, platforms, not prisons. Just when our diplomacy needs
to project confidently the values of democracy and open markets, our
embassies should not be forced into a more defensive position.

We must strike a better balance between secrecy and openness. Effective
diplomacy requires collaborative relationships not only among the many
agencies that make up our overseas diplomatic presence but also with the
host government and with critical publics in the host country. There will
always be a place for secrets and secret negotiations, but keeping informa-
tion from the public is increasingly counterproductive and makes for
inefficient diplomacy.

The new role of information will entail a transition from what has been
called the “cable culture” of the past to a more open digital culture. Much
of the information and analysis now communicated from American
embassies to Washington is likely to be sensitive and unclassified, rather
than highly classified. It is more likely to be shared with many audiences
and communities of interest, rather than seen by a few eyes only.
Accordingly, we need to design a communications system that reflects
these realities.

We cannot expect overseas personnel to work efficiently if they do not
have the tools they need. Up-to-date information and communications
technology is one of those tools. Under the new design, overseas institu-
tions will become knowledge-centered organizations, focused on improv-
ing the quality and accessibility of information and understanding.
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From Hierarchy to Network

Perhaps most important, management must move from a command-and-
control hierarchy with its bureaucratic divisions and rigid rules to a flexi-
ble network able to shift resources and people quickly. Decentralization of
programs, regional administrative functions, accelerated decision making,
more effective networking, and a management style that allows the gov-
ernment to be a real-time actor in rapidly unfolding international events
are all aspects of a new design that reflects modern realities.

Positioning of personnel must be more flexible to allow rapid movement
of people around the world as needed to deal with emerging crises and
surges in demand for services. Just as command economics has failed, so
will command diplomacy in today’s more dynamic, knowledge-based
world. In this regard, we need to learn from the experience of the best
organizations in the private sector, which also had hierarchical manage-
ment during the industrial age, but have successfully adapted to today’s
faster-paced, knowledge-based world.

Many multinational corporations have moved from a traditional, central-
ized, hub-and-spokes paradigm toward a network approach in which
overseas subsidiaries are as likely to collaborate with local organizations
and with each other as they are with their traditional headquarters.
America’s overseas presence must do the same. In a network model,
effective management is no longer simply a question of complying with
headquarters’ rules; increasingly, the test is whether overseas operations
are relevant and responsive to local conditions.

Decentralization puts a premium on clarity of purpose and on a shared
strategy, which means that our embassies need to be more deeply involved
at the outset in policy planning, as well as policy implementation. With
the network design, centralized guidance is not so much sacrificed as exer-
cised in another way. Control is achieved not by command, but by defin-
ing clear strategic objectives and performance measures while leaving local
actors some leeway in realizing the shared vision.
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The bombing of our embassies in Kenya and Tanzania
reminds us of the risks faced every day by those who
represent America to the world. Let’s give them our support,
the safest possible workplaces, and the resources they need
so that America can lead.

President Clinton, 1999 State of the Union Address




ELEMENTS OF A NEW DESIGN

he panel has outlined some major components of a new design

for America’s overseas presence in the 21st century. The design

includes both a redefined mission and a practical program of

extensive and fundamental changes to create a presence that is

more collaborative, lean, and agile. The essence of these reforms is
to match means to ends, methods to goals, and the nation’s people to its
purposes.

The elements of this new design for America’s overseas presence are high-
lighted in our recommendations and apply to all agencies participating in
our overseas presence. The recommendations include (1) providing the
security our representatives deserve, (2) creating the right size and shape
for our overseas presence, (3) ensuring that U.S. facilities are quickly and
efficiently renovated to improve security and are properly maintained and
managed on an ongoing basis, (4) adopting modern human resources
practices, (5) investing in up-to-date information technology, (6) improv-
ing and reinforcing consular services, (7) enacting cost- and time-saving
administrative reforms, and (8) reinforcing the authority of Ambassadors.

The Security America’s Representatives Deserve

America’s representatives overseas face an array of serious threats to their
safety. Terrorism is the most conspicuous and perhaps the most frighten-
ing, as the images of the embassy bombings in Kenya and Tanzania attest.
But terrorism is not the only danger. In many nations, street crime and
deficient medical and evacuation capabilities aggravate the danger posed
by terrorism or natural disasters. U.S. personnel may be targets of foreign
intelligence, as at the U.S. embassy building in Beijing, which once
housed the Chinese security service and therefore cannot be fully secured,
rendering much of the embassy useless for sensitive conversations.

Since 1988, a total of 145 U.S. posts have had to be evacuated. Only
eight of these evacuations were for natural disasters; most of the remain-
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der were for security-related reasons. Most people would be surprised to
learn that 92 Americans assigned to embassies have been Killed in the past
30 years. In fact, since the end of the Vietnam War, more Ambassadors
have lost their lives to hostile actions than generals and admirals from the
same cause.

It would be unrealistic for us to hope to eliminate such dangers entirely.
Some level of risk is a reality of overseas life that our representatives are
prepared to accept. Embassies must be substantially open to the public,
and much of the work Americans do abroad cannot be done effectively
unless the government sends people into the streets and hinterlands of
host nations. Nevertheless, the government must not take the fact that
some risk is inevitable as a license to neglect safety.

The reports of the Accountability Review Boards (ARBs) convened in the
aftermath of the embassy bombings in Africa enumerated a long list of
security deficiencies in physical facilities, training, emergency response
capability, and accountability. Some of these deficiencies cannot be reme-
died without years of effort, but many can be substantially corrected
quickly. The Department of State, the Administration, and Congress have
already taken some action in this area.

When we as a nation send representatives abroad, we owe them an obliga-
tion as to their safety: first, assurance that their presence is needed in that
location and that the risks that they inevitably run are substantially out-
weighed by the attainable national interest that their mission serves; sec-
ond, that the risks of the mission are limited as much as possible; and
third, that there is a culture at the post that values and reinforces constant
vigilance and continuous efforts to improve security.

In this light, the Panel recommends, first, to determine how security con-
cerns should influence the future size and shape of America’s overseas
presence and, second, to identify ways in which the government can best
reduce the risks inherent in overseas operations.

The Panel has concluded that the United States can continue its commit-
ment to a robust overseas presence without breaching the obligation that
we owe to our representatives abroad. The benefits of overseas presence
are vital and greatly outweigh its risks—especially in light of the ARB
reports that identified a number of specific, immediate, and effective steps
that can be taken to reduce the dangers that our representatives face. The
Panel strongly urges a firm, long-term commitment to the improvements
recommended by the ARB. Many will require the commitment of sub-
stantial resources over several years.

For security-related improvements (such as those in facilities, training,
and preparedness) to be put into place, and for such improvements to be
effective, all personnel overseas must maintain a steady focus on security.
It is essential that security become a priority for every agency with over-
seas staff, not just for the Department of State. Accordingly, the Panel’s
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recommendations provide measures that will ensure a sustained focus on
security at all levels. The Panel offers three broad
principles:

e The leaders who shape and manage our overseas presence must define
and highlight clear security goals and provide key personnel with both
the authority and the resources to meet them.

e The government should provide all participants in our overseas pres-
ence with the means necessary for them to sustain awareness and to
improve understanding of security concerns.

* The government should establish clear accountability at all levels for
the fulfillment of security-related goals.

[l Recommendations:

1.1 Continue to implement the Accountability Review Boards’
proposals. The Panel urges continued efforts to implement those ARB
recommendations that can be accomplished in the near term: upgrad-
ing windows, barriers, and warning systems and improving emergency
training and crisis management and emergency response systems; pro-
viding more and better-trained regional security officers; and improv-
ing and expanding cooperation with host nations. In addition, the
Panel supports a long-term commitment to large-scale facilities
upgrades.

1.2 Reinforce accountability and lines of responsibility. The Panel rec-
ommends that the President and Secretary of State define and high-
light clear security goals, balance security risks against the potential
gains from an American presence, and provide key personnel with
both the authority and the resources to meet them.

The Secretary should designate the Deputy Secretary as the individual
responsible for carrying out the legislatively mandated responsibility
to provide security for all American officials abroad. The Deputy
Secretary should oversee the implementation of ARB and Panel rec-
ommendations and take charge of security at U.S. posts overseas. The
Secretary should continue to promote the vision and goals for security
overseas and (1) ensure that security is a priority for everyone from
Congressional subcommittee members to the President, (2) mandate
that security awareness and training become components of the
Employee Evaluation Report (EER), and (3) identify individuals who
are accountable for security at all levels within the organization.

Because the Ambassador is the ultimate decision maker at his or her
post, the Ambassador should withhold country clearance for an
employee of any government agency who has not completed security
awareness training before departure for a post. All U.S. Government
agencies should mandate that security awareness and training be a
component of the EER.
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American Embassy, Kiev

American Embassy, Moscow

1.3 Increase training. The Panel recommends that the Department and

other agencies mandate that all employees undergo security training
and area studies before going overseas. Furthermore, agencies should
provide all participants in our overseas operations with the means nec-
essary to sustain awareness and to improve understanding of security
concerns in the course of their assignments.

1.4 Create a prosecurity culture. The Panel recommends that the

Department and other overseas agencies take steps to foster a clear
sense of accountability at all levels for the fulfillment of security-relat-
ed goals. The Panel suggests the following accountability mechanisms:
develop a system to document compliance with, and participation in,
security plans and practices; emphasize the importance of maintaining
a security mind-set at the post; require a specific amount of continu-
ing education in security training at overseas posts and develop an
accountability mechanism to ensure compliance; and require that the
Ambassador sign off on the post’s security plan and that regional secu-
rity officers implement that plan.

1.5 Use right-sizing to reduce the number of Americans at risk. The

Panel recommends that those who participate in the right-sizing
process consider security issues and identify opportunities to reduce
the number of Americans at high levels of risk.
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88% of all
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American Embassy, Beijing

Budget Implications:

Addressing the deferred maintenance of missions abroad will cost an esti-
mated $600 million. To meet the ARBs’ security recommendations will
require a minimum of $10 billion of investment over 10 years. The Panel
recommends approximately $1.3 billion annually for the next 10 years
($1.0 billion for capital improvements for security and $0.3 billion for
maintenance, current and deferred). Requiring all employees serving in
diplomatic missions to participate in security training will cost an
estimated $500,000 annually.

Create the Right Size and Location for America’s
Overseas Presence

The location and size of many of our missions has changed significantly
in the past 10 years, with most of the civilian employees stationed abroad
not employed by the Department of State. During the 1990s, the United
States opened and closed twice as many posts as in each of the prior two
decades. Though, in some cases, the closings were for budgetary reasons,
in many cases, the changes in the size and location of our posts reflected
changes in foreign policy priorities and national security objectives. Given
the rapid pace of change in the world, the Panel expects that the United
States will continue to need to adjust the size and location of its overseas
missions.
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In considering the question of the appropriate size of the American pres-
ence in a particular country, the Panel focused on innovative methods to
increase the impact of our presence without increasing our numbers. For
example, the Panel was impressed by efforts to create small posts and to
use communications technology more effectively. The Panel found that
for want of a coherent decision-making process, some posts have become
overstaffed while other posts have become understaffed; some posts
remain open that should have been closed and vice versa. The Panel con-
cludes that the government needs to right-size our overseas presence and
that we need an ongoing right-sizing process performed on an interagency
basis that includes Congressional input.

For example, plans are already underway for a new embassy in Nairobi,
the Nairobi 2010 project. While the Department of State clearly sees the
embassy in Nairobi as a regional center for operations in East Africa, in
the absence of an interagency mechanism for determining the size and
composition of posts, the Department can only make generalized predic-
tions about other agency plans and requirements in planning the con-
struction of new chancery facilities.

Recommendations:

2.1 Right-size our overseas presence. The Panel recommends that the
President, by Executive order and with the support of Congress, cre-
ate a process to right-size our overseas presence, reduce the size of
some posts, close others, reallocate staff and resources, and establish
new posts where needed to enhance the American presence where the
bilateral relationship has become more important. The proper size
and functions of all posts would be determined by the right-sizing
process, which would apply to all agencies, not just the Department
of State.

The process should evaluate the size and location of half our posts in
the next two years and the balance in the subsequent three years. \We
believe that this process will yield significant cutbacks in some coun-
tries and regions and an increased presence in other areas. The Panel
supports efforts to right-size our overseas presence not only because
right-sizing will achieve savings but also because leaner, more agile,
more flexible posts will more effectively serve America’s interests
abroad.

2.2 Form a new Interagency Overseas Presence Committee. The Panel
recommends that the President establish by Executive order a perma-
nent interagency committee, chaired by the Secretary of State (or the
Secretary’s designee), with representation from every agency with
overseas responsibilities, as well as the Office of Management and
Budget and National Security Council (see appendix B). The primary
purpose of the committee would be to carry out the right-sizing
process in recommendation 2.1 and to serve as a permanent mecha-
nism to adjust continuously the size and shape of our overseas pres-
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ence. The interagency process should be guided by the President’s
articulation of the nation’s strategic goals and national interests.

The Secretary of State would be responsible for initiating and leading
the development of the committee’s recommendations. A small secre-
tariat located in and staffed by, the Department would serve the com-
mittee. The committee should be authorized to enlist outside advi-
sors, including former senior government officials. The committee
should consider all relevant foreign policy needs, attendant logistical
and infrastructure requirements, and the use of regional hubs where
security and efficiency dictate. The committee should also consider a
full range of factors affecting the value of presence, the differences in
missions among agencies, and the costs and risks of maintaining a
post in a particular country. Its agenda would not include routine
matters that agencies should decide internally.

The decision-making process would reconcile differences to reach a
consensus. The Secretary of State would be responsible for deciding and
promulgating proposed staffing plans developed through the intera-
gency process. A department or agency head who disagrees could appeal
to the President. The interagency process should produce a refined
understanding of our mission in particular countries, the estimated
budget needed to achieve that mission, and clear performance measure-
ment standards. A Chief of Mission should have input to the commit-
tee’s process as it relates to decisions affecting his or her post. An
Ambassador should be encouraged to initiate the process for his or her
post and prepare a staffing plan that reflects that post’s mission state-
ment and right-sizing objectives.

The committee should examine innovative models for embassies and
consulates, such as one-person presence posts, small embassies, and
regional support hubs that perform essential functions where they
need to be performed. Considerations for establishing such posts
would need to take into account the security needs and diplomatic
status of the staff.

The Panel recommends that the Committee take its guidance from
the International Affairs Strategic Plan (IASP), which should be devel-
oped through a more formal interagency process led by the Secretary
of State, then reviewed and promulgated by the President.

2.3 Adopt explicit criteria to guide size and location decisions. The

Panel recommends that the proposed interagency committee impose a
uniform, disciplined decision-making process on the task of identify-
ing needs for presence worldwide. Using an agreed-upon set of factors
and criteria, the interagency committee should subject every post to
such a test, starting with the larger posts. Such criteria will also help
identify opportunities to consolidate some embassy functions at
regional centers. The plans that result from the committee’s work
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should be integrated directly with the budget submissions of all
agencies involved.

2.4 Support the concept of small posts. The Panel supports efforts to
establish small American presence posts to provide important consular
and commercial services in key regions. For example, Ambassador
Felix Rohatyn successfully established an American presence post,
basically a one-American-officer post, in Lyon because it would pro-
vide commercial diplomacy in an important business center in France.
The Panel supports and endorses the concept of additional small posts
for commercial and other reasons and urges an effort to identify
immediately those nations where creating them would strengthen
the U.S. presence.

2.5 Encourage Ambassadors to initiate right-sizing. Decisions about the
location  of overseas posts must be made in Washington in consul-
tation with the Congress. However, cost cutting and staffing changes
are often best accomplished at the post level. Since the committee
cannot examine the 250 diplomatic posts overseas simultaneously, the
Panel recommends that at the initiative of the interagency committee
or upon the request of an Ambassador, an embassy be designated a
prototype “performance-based organization.” This designation would
carry with it new flexibility to enable the Ambassador to make
reforms. The process would include a plan for reform, setting forth
the commitment to a multiyear program of cost cutting and the shift-
ing of resources. Ambassadorial right-sizing decisions that are not
accepted by relevant agencies or departments could be reviewed by
the interagency committee.

Budget Implications:

While the magnitude of the savings from right-sizing the U.S. overseas
presence cannot be known in advance of the interagency process, we
believe that significant savings are feasible. For example, each 10 percent
reduction in all agencies’ staffing would generate government wide savings
of almost $380 million annually. The government may need to commit
resources to enhance the U.S. presence where the bilateral relationship has
become more important or for the additional staff needed to address new
global challenges. Institutional changes in how the government conducts
its activities overseas will result in significant benefits, justifying the com-
mitment of the additional resources that we recommend. If the
Administration embraces the process of reform, we believe that Congress
will support reform and provide the resources required for security, tech-
nology, capital improvements, and training.

A New Way to Finance and Manage Our Overseas
Presence

The January 1999 report of the Accountability Review Boards (ARBS)
recommended major capital improvements in our overseas posts to meet
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Permanent office

space at

Embassy Kiev

our security needs. Following up on these recommendations, the Panel
inspected a number of our facilities overseas, examining their size, condi-
tion, efficiency of operations, and record in meeting capital needs.

Securing, maintaining, and managing the facilities that support our pres-
ence abroad is the responsibility of the Foreign Buildings Operations
(FBO), a bureau of the Department of State. FBO administers approxi-
mately 12,000 properties overseas in more than 250 locations. Close to
83 percent of FBO-administered properties are residential facilities; 76
percent of FBO-administered properties are leased.

Current Conditions and Practices

During its visits across 5 continents to 23 missions, embassies, consulates,
offices, and residential facilities, the Panel saw numerous facilities that
lacked adequate security and were poorly maintained, overcrowded, and
inefficient. Approximately 25 percent of all posts suffer from serious over-
crowding. Employees in Kiev term their post “the folding-chair embassy”
because staff must fold chairs in order to get into their work spaces. Some
of the buildings needed security improvements and a number were in
extreme states of disrepair. In Moscow, the consular section built a shed
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EXAMPLES OF STALLED U.S GOVERNMENT CONSTRUCTION PROJECTS

POST
Beijing, China

Berlin, Germany

Istanbul, Turkey

Luanda, Angola

Moscow, Russia

Sofia, Bulgaria

Tunis, Tunisia

Source: Department of State

YEAR PROJECT BEGAN REASONS FOR DELAYS
1991 - Chinese government officials

- U.S. Government funding shortfall

1992 - Security concerns

- Funding shortfall

1986 - Site identification
- Staffing and mission review required by Department of State

- Funding shortfall

1991 - Inadequate funding for construction

- Lack of available sites with clear title

1979 - Construction halted in 1985 due to security concerns
- Years of hearings and analysis

- Current construction to be completed in Spring 2000

1987 - Inadequate funding for construction

- Change in Bulgarian government interrupted site approval

1986 - Delays in acquiring suitable site

- Staffing projections took additional time

on the sidewalk next to the embassy in order to give visa applicants, who
could not be accommodated within the embassy, shelter from winter
snows. Approximately 12 posts use trailers or freight containers as office
space. In Angola, personnel have worked and lived in prefabricated trail-
ers for eight years. The staff in Beijing and in other major embassies face
conditions that are poorly suited to the important assignments they
undertake. The poor working conditions reduce productivity, impair
efforts to retain staff, and often leave visitors with an unflattering impres-
sion of the United States.

There are many reasons for the often shameful condition of many
American posts abroad. Lack of funding obviously plays a role. The
Department of State has had to deal with inadequate funding levels for its
capital needs, with predictable results. For many years, the Administration
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has not requested sufficient funds to improve security. In June 1999, the
Administration requested $300 million in fiscal year (FY) 2000, increas-
ing to $900 million after five years, to fund the improvements called for
by the ARBs. The ARB report estimated that $14 billion would be need-
ed over 10 years for security upgrades.

In the Panel’s opinion, simply increasing the overseas building budget
would be insufficient without addressing the fundamental flaws in how
the Federal Government manages and finances its overseas properties. The
Department has not put in place a disciplined decision-making process to
provide FBO with a firm set of priorities for its capital programs. Instead,
FBO has been faced with shifting priorities and protracted negotiations
within the Department and with embassies overseas. This contributes to
project delays, cost overruns, and inordinately long project-completion
timelines.

Another problem that the Panel examined is the lack of cost sharing
among agencies using overseas facilities. Thirty agencies occupy space in
the embassies and chanceries owned by the United States; however, these
tenants pay only a portion of the costs of the space they use. (In contrast,
domestically, Federal agencies are required to pay rent to the General
Services Administration [GSA]). Moreover, with limited exceptions, there
is no sharing of costs for maintenance and capital improvements. Equally
important, because the agencies sharing the overseas platform do not have
a financial or a budget stake in the platform, they have no claim to a
voice in decision making by the Department of State on security mea-
sures, maintenance, and related matters. Nor do they have an incentive to
support the Department’s budget requests or to directly lobby Congress
for proper funding of overseas buildings.

Appropriations to the Department do not compensate for the lack of
cost sharing. Consequently, the government chronically underfunds
maintenance and capital improvement needs. FBO’s operating expenses
for both nonresidential and residential facilities range from $335 million
in FY 2000 to $409 million in FY 2010. In addition, FBO identified
some 3,600 necessary repair projects, with an estimated cost of $615
million. Thirty-nine percent of these costs are maintenance and repair
priorities requiring immediate attention, but none have yet received
funding. The Administration requested only $169 million for FY 2000
for maintenance and repairs. Also, the capital needed for improvements
for nonresidential and residential facilities, which include costs of repairs
and upgrading security identified in the ARB report, ranges from $1.8
billion in FY 2000 to $1.3 billion in FY 2010. Therefore, the total facility
funding needed, including operating expenses and capital improvements,
ranges from about $2.1 billion in FY 2000 to $1.7 billion in FY 2010.

The Panel supports current security requirements and regulations man-
dating the use of U.S. contractors and materials even though they increase
the costs and time for construction. But the problem with the way the
government finances its overseas buildings is exacerbated by other struc-
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tural barriers. For example, OMB guidelines prevent FBO from using
the financial tools used by private-sector property management compa-
nies, such as lease-purchase agreements and securitization. Federal guide-
lines restrict FBO from using certain types of employee incentives used by
private companies to create greater employee accountability for customer
satisfaction and on-budget performance.

It appears that FBO-managed projects take longer and cost more than
comparable private-sector projects. The “target building construction
timeline,” which includes planning, financing, and construction, is
approximately five years, and these targets are not always met. In addi-
tion, staffing levels are high for the number of properties and projects.
And the costs for projects often seem excessive, even taking into account
security and regulatory requirements.

Perhaps the central problem lies in the fact that the Department of State
is a foreign policy agency, not a foreign building construction and man-
agement agency. Acting as landlord and manager for hundreds of build-
ings and thousands of units of housing around the world is neither a core
competence nor a strategic priority for the Department. It took on the
responsibility only because, years ago, its personnel occupied by far the
largest share of the space. But today, only 38 percent of overseas person-
nel work for the Department. It is time to reevaluate this institutional
arrangement. The government needs a new way to manage and finance its
facilities, consistent with the Secretary of State’s statutory responsibilities,
the Department’s unique institutional interests, and the policy- and stan-
dard-setting authority of the Department.

Best Practices in the Private Sector and Government

The Panel studied the property management strategies used by other gov-
ernments, international organizations, and private corporations. The
Panel found that foreign government agencies whose operations are simi-
lar to those of FBO have successfully employed cost sharing, lease-pur-
chase agreements, and public-private partnerships. In addition, a study
conducted by the General Accounting Office (GAO) found that federally
chartered government corporations are an efficient and cost-effective way
of meeting certain types of asset-rich public purposes when there exists a
need to reproduce the skills and organizational competence of the private
sector for specific tasks. The GAO study described how government cor-
porations copy many of the financial and management techniques used
by the private sector while still hewing to essential public purposes. And
experience at the state level suggests that public benefit corporations can
be an efficient and effective way of building and managing essential pub-
lic facilities. The successful authorities have in common the following
characteristics: clearly defined responsibilities, professional management,
an independent governance structure representing all parties with a stake
in their mission, and flexible financial and management powers.
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[l Recommendation:

3.1 Create a new government corporation for overseas buildings. The
Panel recommends the creation of a federally chartered government
corporation, an Overseas Facilities Authority (OFA). The OFA would
exercise responsibility for building, renovating, maintaining, and
managing the Federal Government’s civilian overseas office and resi-
dential facilities. The Panel believes that in order to undertake the sort
of fundamental change in the funding and management of the U.S.
Government’s overseas assets, FBO should be replaced by an OFA
with more authority, more flexibility, and increased participation by
other U.S. Government agencies with a significant overseas presence.
This reform will provide the needed institutional capacity to carry out
capital improvements called for by the ARBs, in addition to those
identified by this Panel.

The Overseas Facilities Authority would have the power to charge rent,
just as GSA does, to agency tenants of government-owned buildings in
foreign countries. Rent revenue should cover current operating and main-
tenance costs. Using this rent stream as security, the OFA would be able
to raise long-term capital by issuing debt to the Federal Financing Bank
of the U.S. Treasury. A dedicated and reliable source of financing would
enable the OFA to plan and implement long-term capital improvements,
including the accumulated deferred maintenance.

Charging rent would also change the relationship among agencies, placing
them on an equal footing. Knowing that any shortfall in Congressional
funding could result in a shared burden would give all agencies an incen-
tive to work together to make the case for needed funds. Paying rent will
give agencies the right to demand more of their landlord, to participate
more effectively in the planning process, and to establish proper lines of
accountability.

A government-chartered corporation of the kind we recommend would
have more ability to use the management techniques commonly used in
the private sector. The OFA would be able to use financial incentives and
performance-based compensation standards. Higher salaries and incentive
compensation would allow the OFA to attract highly qualified real estate
professionals, who in turn would raise the skill and management levels in
the agency. Financial incentives could be used to motivate employees and
contractors to meet construction project deadlines. The OFA' ability to
use performance-based management practices would enhance productivity
and efficiency in managing the property portfolio.

Properly organized, the OFA could respond flexibly and quickly to
mission-specific workplace and residential capital needs. Its financial
structure would allow it to invest in capital improvements; reallocate
costs among all agencies utilizing government-owned and -managed
overseas facilities; and engage in best-practice asset, property, and
construction management.
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The proposed OFA would have the following features:
Governance. A Board of Governors comprising representatives from both
the public and private sectors would be appointed by the President to
oversee the daily operations of the OFA. All major overseas agencies
should have representatives on the board. By statute, the OFA’s Board
Chairman would be the designee of the Secretary of State. The Secretary
would retain existing statutory authority for the security, size, and loca-
tion of overseas posts.

Relationship to the Department of State. The Secretary of State and the
Department would play a unique leadership role in the OFA. The estab-
lishment of the OFA would not disturb the statutory authority of the
Secretary over the location, priorities, and operations of embassies.
Rather, the relationship of the Secretary to the OFA would be analogous
to that of a client to a construction manager. The Secretary or her
designee, as Chairman of the OFA’s Board, would be required to sign off
on every OFA capital project, as well as its long-term capital plan. The
Department would promulgate standards for security and space allocation
used by the OFA. Finally, the OFA would be located within the
Department. Mission. The OFA’s mission would be to ensure that U.S.
posts overseas have, and are able to maintain, safe and efficient office and
residential facilities, including the necessary technology infrastructure.

Management. The OFA will have a Chief Executive Officer (CEO) to
manage its operations. The CEO will report to a Board of Directors and
will supervise a relatively small team of managers and professional staff.
To the extent possible, the OFA should be exempt from certain Federal
rules and be able to follow the compensation and personnel practices typ-
ical of private-sector property management companies.

Resource allocation: nonresidential separated from residential. The OFA
would have responsibility for all facilities overseas, including chanceries
and office and residential space. Reflecting the need for providing ade-
quate housing of our representatives abroad and their families, residential
properties would continue to be an important responsibility for the OFA.
Within the boundaries of any relevant law, the OFA could explore incen-
tives for greater private-sector involvement in building and managing
residential assets, consistent with appropriate security requirements.

We believe that by separating the asset-management function from its
property- and construction-management functions wherever possible,

the OFA may be more efficient and can concentrate the staff effort on
the non residential portion of our overseas facilities, including chanceries,
Ambassadors’ residences, and support facilities for all government agencies.
(The Ambassadors’ residences are so heavily used for official functions
that they are categorized as nonresidential facilities.)

Congressional oversight. Congressional approval would be required for
the establishment of the OFA. In addition, Congress would have ongoing
oversight, as is now required of the government’s overseas capital plans.
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Financial Structure:

The OFA will receive funds from a variety of sources, including rent (plus
a capital charge for new facilities) paid by all agencies occupying space in
overseas facilities, annual appropriations, retained proceeds from asset
sales, forward funding commitments, loans from the Federal Financing
Bank of the U.S. Treasury, and retained revenues from sources approved
by Congress and the OMB (such as consular service fees). The uses of
revenue would include capital construction, annual maintenance and
certain technology improvements, a reserve for depreciation, and the
operating expenses of the OFA.

The OFA should have the ability, much as other Federal Government
corporations and public authorities, to use the full range of financial
tools, such as the authority, subject to appropriate fiscal controls and
review by OMB and Congress, to incur debt by either borrowing from
the Federal Financing Bank or issuing debt securities against its revenue
streams. Given its large portfolio of real property, the OFA would have
the ability to incur debt secured by real estate and rent streams. The
ability of the OFA to borrow from the Federal Financing Bank would be
particularly valuable for implementing multiyear capital improvements.
The OFA should be given an exemption from the OMB’s budget-scoring
guidelines, so that OFA could engage in cost-effective financing alterna-
tives such as lease purchases and sale/leaseback.

Increase Investment in People and Reform Human
Resources Practices

The core of our overseas presence is a talented, highly trained, dedicated,
and motivated staff. The human resources equation has two sides: the
quantity and quality of personnel and the quality of management and
supervision. We turn first to personnel—ensuring that our overseas
presence attracts and retains high-quality staff.

Of the 108 studies, documents, and articles that the Panel compiled as
part of its research, more than 70 recommended changes in how the
Department handles human resources. Many of the points made in
these studies are also applicable to the other agencies with overseas
responsibilities.

One study that the Panel found particularly instructive was The War for
Talent, a recent report prepared for the Department by McKinsey and
Company. The War for Talent found that the Department has traditional-
ly attracted some of the nation’s most talented people, drawn by the
opportunity to serve their country, the excitement and challenge of over-
seas assignments, the opportunity to work with highly talented people,
geographic mobility, and the prestige of the Foreign Service. However,
because of the increasingly competitive job market and expanded private-
sector opportunities for geographic mobility, potential Foreign Service
Officers are being drawn into other professions; so the Department,
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knowingly or not, has entered into a contest with the private sector for
these talented people.

To assess how employees viewed their situation and to gauge the relative
attractiveness of a career in the Department of State, McKinsey extensive-
ly surveyed the opinions of employees on a range of issues, including
opportunities for advancement, the evaluation process, working condi-
tions, management’s commitment to staff development, and its attitude
towards employees’ family and lifestyle concerns.

The study compared the views of the employees and managers in the
Department to those in top-performing companies. In comparison, the
Department’s employees expressed more dissatisfaction with evaluation
processes; career advancement opportunities; sensitivity to lifestyle issues
(including the dual-career family); the degree of freedom, autonomy, and
responsibility offered by their positions; and the quality of management.
McKinsey’s study confirmed other research findings suggesting that
today’s younger workers expect to advance based more on performance
than longevity. The study also found that private-sector managers were
almost twice as likely as public-sector managers to give high performers
the best development opportunities and fast-track growth. More than 70
percent of the private-sector managers viewed motivating and attending
to people as a prime priority, while less than 30 percent of the State
Department managers interviewed considered it a top priority. One of the
Panel members, John F Welch, estimated that he spends as much as one-
third of his time as GE’s chief executive on talent issues. The importance
of winning the war for talent was not thought to be a priority for most
Department managers.

To win the war for talent, the McKinsey study suggested that the
Department strengthen its “talent mind set”—its commitment to recruit-
ing, training, promoting, and retaining the most qualified and best-per-
forming employees. It urged the Department to adjust its human
resources policies to the changing expectations of the next generation—
specifically their antipathy to traditional hierarchy; their commitment to
balancing work and family considerations, especially the need for mean-
ingful employment for spouses; and their need for a strong link between
current performance and promotions. The Department should take more
proactive action on both high performers and low performers, giving high
performers faster, more significant opportunities for advancement and
contribution and either improving or releasing under performers as
appropriate. The Panel’s consultant, KPMG, produced similar findings
in its extensive interviews at selected embassies.

In the Panel’s 23 visits to posts, personnel matters were at the top of the
list of issues discussed. Several issues elicited the most comments. First,
there was universal agreement that more training was needed in lan-
guages, leadership and management, and new issues. It is estimated that
up to one-half of Department personnel who took assignments abroad
last year did so without the appropriate training. In addition, the training
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available was truncated or ignored. Second, there was a strong sense that
the government could do more to accommodate family needs, including
spousal employment. Third, employees viewed many of the administrative
rules and regulations, from travel to expenses to housing to education, as
time-consuming and demeaning. Fourth, the evaluation system needs to
be improved to provide realistic and meaningful performance appraisals
for use in making decisions on promotions and assignments.

The Panel found that agencies with overseas staff faced problems similar
to those faced by the Department of State. In some cases, hiring by agen-
cies has fallen below the level necessary to replace staff lost to attrition.
All face competition for talent, and there is a clear need for more aggres-
sive efforts to reach high-potential candidates and to give them more
training followed by faster promotion.

There is also a need to broaden the definition of many positions. For
example, officials in the law enforcement agencies expressed the view that
integrating case investigation work with policy work and technical assis-
tance to host countries would increase the effectiveness of their overseas
activity. The agencies expressed the need to give more training and to
upgrade their recruitment efforts.

Regarding management and supervision, one way to promote excellence
is to make sure that the nature of each position fits today’s demands, to
match assignment with talent and background. The KPMG study con-
firmed that there is an emerging need to restructure many positions.
Today, old practices and job descriptions are often ill suited to the new
types of duties assigned to overseas representatives. Traditionally, many of
the professionals in overseas posts have focused on reporting and analysis
for policymakers back in Washington, who use this information to devel-
op policy and guide tactics. As goals and tactics change, the reporting
and policy functions should also change. While nuanced and up-to-date
analysis will continue to play a central role in overseas efforts, less

time should be spent writing reports and more time spent on public
diplomacy.

In pursuit of a less-hierarchical structure, there must be more autonomy
in the implementation of missions and more active mission involvement
in the policymaking process in Washington, D.C. None of these func-
tions is new: talented staff have been doing this for years. What is differ-
ent is the emphasis that the new model places on these communications,
interaction, and coordination functions.

Retaining and using the accumulated knowledge and experience of
employees are essential to building institutional capacity and success;
however the means through which Federal agencies currently communi-
cate, retrieve, and share their knowledge are deficient and seriously inhibit
the effectiveness of policy implementation. The Panel urges the Department
and all other overseas agencies to create an overt process to develop and
manage knowledge. Management of knowledge must be a central focus
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of information technology upgrades in order to create a system that not
only distributes information but also captures and securely stores it for
future retrieval by any authorized person, regardless of location.

The Department should broaden the role of Foreign Service Officers by
changing training, assignments, and evaluation standards. These changes
should encourage the development of a more interdisciplinary and multi-
faceted function, which in turn should increase both the relevance and
job satisfaction of Foreign Service Officers.

Recommendations:

4.1 Develop a comprehensive human resources strategy. The Panel rec-
ommends that the Secretary of State initiate the development of a
comprehensive human resources strategy. The Secretary should direct
the Department to produce this plan in the form of a proposal to the
President that he, in turn, can review and submit with his recommen-
dations to the Congress. The Panel opposes the delegation of this
overall responsibility to levels below the Secretary because only the
Secretary can enforce deadlines, make decisions that transcend
bureaucratic differences, and propel the process toward resolution.

4.2 Improve the quality of life for overseas employees. The Panel recom-
mends that the Department and other agencies take a number of
steps to improve quality of worklife. These include providing a greater
number and range of employment opportunities for spouses, review-
ing and revising antinepotism regulations and laws that may limit
spousal employment opportunities, taking a proactive family-sensitive
stance in the management of assignments overseas, reducing the bur-
densome aspects of the procedures for travel and relocation, and
developing a plan to address serious medical and educational concerns
on a regional basis.

4.3 Expand training. The Panel recommends making functional, language,
leadership, and management training mandatory milestones for all
agencies. The Department’s Foreign Service Institute is a logical
center for much of this training. The absence of such training should
preclude the assumption of certain supervisory positions, language-
designated positions, or promotions. The Department and other
agencies should implement recommendations made in The War For
Talent study to enhance training and development opportunities for
leadership and management, ensuring that those placed in significant
management or leadership roles have had both the appropriate mix of
management and leadership experiences and the training to perform
effectively. As the private sector and the military have shown, leader-
ship and management skills can be taught. For maximum learning to
take place, leadership and management should be taught at frequent
intervals in formal training environments.

The government needs a single repository that can draw from acade-
mia, the private sector, and other departments the best proven meth-



ods for inculcating this set of skills and can shepherd an officer’s for-
mal training in leadership and management throughout his or her
career. The Foreign Service Institute’s new School of Leadership and
Management should develop a training module centered on the par-
ticular challenges encountered in a country team or overseas environ-
ment. The Institute should explore the use of distance learning to cut
the cost of training and to expand its availability. The workforce
structure and resources available for staff should take into account the
10 to 15 percent of employees who will be in training or travel status
at any given time.

4.4 Reshape the reporting and policy functions. The Panel recommends
redefining certain aspects of the professional and technical dimensions
of the Foreign Service employees’ job, including placing a new
emphasis on knowledge management and real-time involvement in
the policymaking process in Washington. Efforts should be made to
reduce the amount of time spent in creating reports to send back to
Wiashington and encourage more active engagement with the govern-
ment and civil society of the host country.

4.5 Improve recruiting and promotion processes. The Panel recommends
the following five specific steps related to recruitment and promotion
to help the Department and other agencies win the war for talent:
 Place a priority on recruiting for expertise in a range of areas, as
well as on the communications, analytical, and interpersonal skills
required to meet the demands of the new model of diplomacy.

» Reevaluate the role of testing to find alternative ways to measure
qualifications.

¢ Change the evaluation and promotion process so that it more
closely resembles the type of comprehensive evaluation process,
often referred to as a 360-degree evaluation, used by well-managed
large companies.

 Create a fast-tracking system for promotions and assignments
for the most talented junior staff, based on high levels of early
performance.

» Consider a greater use of repeat tours, and provide incentives for
using prior language training.

4.6 Encourage knowledge management in overseas posts. The Panel sug-
gests that the Department and other agencies view the management
of its professionals’ knowledge as one of its key functions and develop
systems that allow professionals both to contribute more easily to the
Department’s overall knowledge management function and to draw
upon the resources and knowledge of other professionals. Fortunately,
today’s information technology allows easy storage and retrieval of this
knowledge.

4.7 Tailor the workforce structure to new needs. The Panel recommends
that more attention be paid to matching the skills and numbers of
employees required for a given mission. The Department might rede-
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fine “cones” to include a secondary specialty, thereby creating flexibili-
ty to meet more easily the Department’s needs while at the same time
giving all who seek it an opportunity for advancement beyond one
specialized area. The government should experiment with new incen-
tives to fill highly specialized needs. For example, agencies might use
special five-year employment contracts to attract specialists to overseas
assignments.

Budget Implications:

Enhancing the Department’s career-training program demands both
funding and additional personnel resources. The Panel estimates that the
cost of the training recommendations will be $6 million annually, includ-
ing the salaries of the people hired to fill in for staff in training.

Immediately Upgrade Our Information Technology

A new model of America’s overseas presence absolutely requires up-to-date
information and communications technology. Officials overseas must
have easy access to all agencies sharing our overseas platform and the
fastest possible access to all information that might help them do their
jobs. They must also have the capacity to communicate quickly and pre-
cisely with a larger number of people and a broader range of constituen-
cies than ever before. The current information technology infrastructure
does not provide the means either to acquire information from a full
range of sources or to disseminate it to a full range of audiences.

We were dismayed to find that our embassies are equipped with antiquat-
ed, grossly inefficient, and incompatible information technology systems
incapable of even the simplest electronic communications across depart-
ment lines that are now commonplace in private-sector organizations.
Most employees overseas cannot e-mail colleagues in other agencies even
in the same building, let alone share data with colleagues in different
groups or countries. The systems are disparate and not interconnected, in
part because all of them have their own levels of encryption and security.

Inefficient information systems leave the Department “out of the loop,”
as other agencies, organizations, and even foreign governments bypass its
cumbersome communications connections. For example, the government
of Germany found it easier to communicate with Washington agencies
directly over the Internet, bypassing the embassy, where Internet commu-
nications are not available. It is ironic that at the moment when our
country’s message resonates through history, its voice has been rendered
nearly mute by antiquated technologies.

The Department of State and other agencies sharing the overseas platform
have taken steps to bring their systems up to private-sector standards, but
much more needs to be done on an interagency basis. Technology
requires constant reinvestment, and such expenditures should be part of
the ongoing budget process. The Panel believes that basic off-the-shelf



communications, collaboration, and networking software, combined with
common public- and private-sector best practices, should be the standard
in all our embassies.

Technical deficiencies by themselves could be remedied easily with exist-
ing capabilities and at a cost that would be modest compared with the
benefits. According to the study by the Stimson Center, recommended
information technology improvements were estimated in the fall of 1998
to cost approximately $400 million.

However, for a new initiative to succeed, it must include an effort to
address cultural obstacles to the flow of information; it must also employ
a truly collaborative approach that embraces the entire foreign affairs
community. Several agencies with global operations are seeking funding
for separate communications systems. The Panel believes that any new
unclassified global system should be a single connected system designed
to operate on an interagency basis.

Information security will rightly always be a concern within some sectors
of the Foreign Service community. The major share of information that
passes through our overseas posts, however, is sensitive, but unclassified
(rather than classified), and it is more likely to be needed by people both
within and outside our agencies. Providing such needed information is
often more important than policing access to it. We need to create a new
atmosphere and a new set of priorities: we must optimize our overall
management of information—uwith security as one of several major con-
siderations, not an all-conquering imperative. Information should be
seen as a tool to be used, not a weapon to be feared.

To overcome the cultural barriers that keep agencies from working togeth-
er will require Presidential leadership. Only active involvement by the
President and persistent follow-up by his designated representative will
force the agencies to work together.

Recommendations:

5.1 Presidential leadership to connect all agencies through the Internet.
No single agency has the scope of operations and perspective to devel-
op a government wide solution, utilizing simple e-mail, collaborative
applications, and administrative support. The Panel recommends that
the President take the lead in directing all agencies with overseas
operations to cooperate in giving all staff Internet access, a secure
unclassified Internet Web site, and shared applications available to
any foreign affairs community member through the Internet. This
could begin quickly and be completed within 12 to 18 months of any
projected starting date, using commercial best practices. The cost is
projected to be relatively modest, between $20 million and $30 mil-
lion; in addition, since most of the information handled in an
embassy is neither proprietary nor classified, access issues could be
solved with current off-the-shelf security software, and employees can
handle this in a Web environment using the best practices of industry.
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Embassy-related Web sites hosted at a central location under the
secure control of U.S. Government staff could provide a range of
tools: browser access to standard and customized database applica-
tions, file sharing, e-mail services, scheduling, discussion groups, and
chat rooms. The government should also place administrative systems
on the Web site so that employees can do routine administrative
chores on-line, from obtaining a travel voucher to submitting a work
order.

5.2 Establish a technology subcommittee to the Interagency Committee
on Size and Shape of the Overseas Presence. The Panel recommends
that the President establish a technology subcommittee to the intera-
gency committee, comprising the chief information officers of all
agencies with overseas responsibilities. The President should empow-
er the subcommittee to define operational requirements, select specif-
ic enabling strategies, identify needed funding, and overcome the
natural tendency of agencies to want their own systems.

5.3 Plan for the application of common technology to the classified
information environment. In 18 to 36 months, the government
should replicate the unclassified system in recommendations 5.1 and
5.2 in the classified environment. The Panel recommends that the
government develop specific strategies to implement the mid- and
long-term recommendations detailed in appendix C.

5.4 Plan for access by the public. The government should establish
mechanisms to provide public access to the services of the foreign
affairs community. The Panel recommends the establishment and
maintenance of a public access capability and companion policy to
support the functions of public diplomacy.

Budget Implications:

The estimated cost of a network linking all overseas missions through the
Internet and providing all employees with e-mail and other off-the-shelf
capabilities is $200 million. A unified classified system allowing all agen-
cies at post to communicate with each other and with Washington will
cost approximately $130 million.

Reinforce and Further Improve Consular Services

The protection of its citizens while they work and travel abroad is one of
the most significant responsibilities of any nation; therefore consular work
is one of the most important functions performed overseas by the United
States Government. American consular personnel perform an extraordi-
nary number of services for U.S. citizens traveling or residing abroad and
for citizens of foreign countries who wish to travel to the United States.



CONSULAR SERVICES

American Citizen Services Serving the 3.1 million U.S. citizens residing or
touring abroad on any given day

Passports 6.5 million processed in FY 98
6.9 million expected in FY 99
250,000 issued abroad

Crisis Assistance Evacuations from 18 countries in 1998

Welfare Requests About 15,000 inquiries each year to Washington
200,000 inquiries made directly to posts

Prison Visits Over 5,000 visits annually
Visas to U.S. 8 million visa applications expected in FY 99
Death Cases Assist 7,000 U.S. families in cases of

overseas deaths per year

Source: Department of State, Bureau of Consular Affairs

The development of a global economy has put enormous pressure on
U.S. consulates. The increased flow of goods, capital, and people across
national boundaries has strained the capacity of our embassies and con-
sulates as more Americans travel abroad and more foreign nationals seek
to enter the United States. Regional conflicts that have displaced large
numbers of persons have also increased the demand for visas, and thereby
the workload of U.S. consulates. Consular officers perform a critical role
in administering U.S. immigration laws by adjudicating applications for
nonimmigrant and immigrant visas to enter the United States.

The government has made changes to ease the burden on U.S. consulates.
For instance, the Visa Waiver Pilot Program (VWPP) enables citizens of
certain countries to travel to the United States without a visa for short vis-
its. Another example of new initiatives is the Department’s authority to
retain machine-readable Visa fees in order to make further improvements
that will strengthen U.S. border security.

Despite these changes, the government faces serious staffing and physical
plant problems because of increased demand for consular services. The
Panel visited the consular facilities at each embassy that we toured and
found that many facilities are old, obsolete, and poorly maintained.
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Staffing shortages are undermining the ability to provide first-rate con-
sular services. Morale has suffered; understaffing forces many to work
extensive overtime hours. Junior Officers are often required to do back-
to-back consular tours on the visa line.

However, the Bureau is unable to hire additional people to address work-
load problems because of funding limitations and strict employment ceil-
ings, even though consular services generate nearly a $1 billion per year.
(The Department currently retains just less than 40 percent of these fees.)
Because the Department’s geographic bureaus control consular positions
and are rarely willing to surrender consular staff to meet the needs of
other regions, it is virtually impossible to shift staff from post to post to
meet fluctuations in demand for consular services.

Consular Affairs has made innovations in its operations to improve the
quality of service and to compensate for lack of staff. Some consulates
have instituted alternative staffing programs involving employees from
outside the regular Foreign Service, such as spouses and Fascell fellows.
Some consulates have introduced a system of scheduled appointments,
rather than the first-come-first-served method. Another innovation is the
use of off-site fee collection to make the process more convenient for cus-
tomers. Still other posts have turned to the private-sector travel industry
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for help with such routine functions as data entry for visa applications.
However, these steps will not, by themselves, solve the problem. In the
face of rising demand for consular services, the Panel believes immediate
reforms are needed to prevent the imminent deterioration of this impor-
tant function.

Recommendations:

6.1 Expand programs designed to make staffing more flexible to meet
surges in demand. The Panel recommends that the Bureau of
Consular Affairs be provided with the authority and resources to
shift staff to more effectively match demand, enabling a more
equitable and uniform level of service.

6.2 Allow the Bureau of Consular Affairs to reinvest its revenue. The
Panel supports legislation to allow the Department to retain all fee-
generated consular revenue, permanently and without any cap, and
work with OMB and Congress to ensure that the overall obligation
authority of the Department is uncoupled from this retention author-
ity. Retention of consular fees would provide the Bureau with
increased control over the resources it needs to respond effectively to
workload demands. The additional revenue would enable the Bureau
to pay for its alternative staffing programs; contribute to capital
improvements in the missions; and permit reimbursement to other
elements of the Department for the costs of indirect support. This
approach would match resources with workload and allow customer
service improvements to be paid by the customer.

6.3 Improve customer satisfaction. To create a systematic approach to
monitoring customer satisfaction, the Panel recommends that the
Bureau conduct a worldwide customer satisfaction survey modeled
after Vice President Gore’s ongoing domestic initiative. This survey
would monitor the satisfaction of both American citizens receiving
services and foreign nationals applying for visas. The survey should be
conducted periodically to monitor levels of customer satisfaction.

6.4 Expand the best-practices program. The panel commends the Bureau
for its initiative in launching a best-practices program to improve con-
sular operations and customer service and recommends that this effort
be expanded to affect more consulates. The Panel supports efforts to
provide on-site management assistance to consular sections by reestab-
lishing Consular Assistance Teams (CATSs). These teams would act as
“internal consultants” and assist consular sections in implementing
new processes and initiatives.

Budget Implications:

The Panel is convinced that resources available to the Department for con-
sular activities fall seriously short of what is needed. We recommend that
Consular Affairs be allowed to keep an additional $500 million of the fees
it collects in order to address critical shortfalls in infrastructure, personnel
systems, capital needs, training, costs, travel, and establishment of Consular
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Assistance Teams. This funding flow would be directly tied to the increasing
levels of consular activities, one that adjusts as workload fluctuates.

Reform Administration

Administrative services have long been the stepchild of America’s overseas
presence, ignored and looked down upon by the broader Foreign Service
community, policymakers, and strategists. Administrative reforms have
not grabbed the attention of top management. Yet neither the staff with
whom we spoke nor the senior managers in Washington were content
with the current system, and every employee feels the lack of quality and
logic in administration.

The Department of State is responsible for the basic administration of
missions overseas with some duplication by other agencies. Currently, the
cost of this administrative support is, on average, approximately 50 per-
cent of the Department’s budget for each of its embassies. While agencies
with overseas representatives have diligently tried to cut administrative
costs, serious problems remain. For example, it is difficult to recruit can-
didates with the right skill sets and experience for administration, in part
because agencies have been reluctant to view administration jobs as
requiring unique talents. The Panel strongly believes that the government
must take steps to see that administration is better recognized as a profes-
sion, developing a new cadre of administrative personnel, human
resources managers, and financial management officers.

A number of reform strategies used in the private sector have the poten-
tial to improve dramatically the administration of our overseas presence.
First, digital information technology should be used where possible.
Many large corporations have substituted digital formats for paper forms
so that employees fill out their expense or travel papers electronically,
eliminating steps in the process. Companies have also relocated back-
office functions to achieve economies of scale and lower costs. In some
cases, they have created regional centers that can support a number of
local offices. At the same time, some functions are moved back to the
home office, while others are essentially eliminated by devolving them to
the local office.

The experience of the private sector shows that with imagination and per-
sistence, coupled with off-the-shelf technology solutions, administrative
systems can be reconfigured to slash costs and improve service. But to
realize these gains, senior managers have to demand radical changes and
focus their organizations on both significant savings and improvements
that make the system easier to use. We should expect no less of the
agencies involved in our overseas operations.

Recommendations:
7.1 Aggressively use technology. The Panel urges that up-to-date infor-
mation and communications systems be implemented to provide



greater support for administrative services. All agencies should begin
automating administrative functions, including routine maintenance
of facilities, inventory procedures, voucher certification, contracting,
and voucher processing. Agencies overseas should collaborate to iden-
tify best practices and then generalize their use.

As the administrator for other agencies, the Department of State
should create an administrative intranet, unclassified but encrypted,
to allow administrative traffic to flow freely on a real-time basis
between regional support centers and their supported missions. The
Department should also create a video-conferencing capability to link
the service posts and regional support centers.

7.2 Regionalize some functions, back-source others to America, and
devolve others to the local level. The Panel recommends that the
Under Secretary for Management direct appropriate bureaus and
offices within the Department to develop a plan to move as many
routine administrative services as possible either to regional centers or
back to the United States. Regional services will require agencies to
agree on standard procedures, forms, and accounting practices. The
creation of such regional offices would allow the Department to posi-
tion personnel with significant management experience close to the
serviced posts and extract real economies of scale. Under this plan, all
agencies represented abroad would participate in common regional
support centers that would provide the human resources manage-
ment, financial management, contracting, and facilities management
planning needed to manage our overseas presence. To support region-
alization, the Panel proposes the creation of new human resources and
financial management positions that would be performed on a region-
al basis and provide an independent quality control capability. Some
functions can better be performed at a post and should be devolved to
the local level and placed outside the administrative system. Other
functions are best handled back in the United States.

7.3 Upgrade administrative positions. The panel believes that adminis-
trative personnel remaining at post, human resources personnel, bud-
get analysts, administrative generalists, and general service officers,
should have the capability of managing the day-to-day activities of an
administrative section on their own. With the creation of a more pro-
fessional cadre of administrative personnel, the Department of State
will be able to address its overall mission much more effectively and
with the creativity required to match declining resources to changing
policy priorities.

7.4 Assign foreign nationals a bigger role. The Panel urges that the
Department make greater use of foreign nationals in those countries
where personnel with the right skills exist, extending their roles to
include management responsibilities throughout the administrative
area. This step should produce savings while permitting embassies to
tap into a previously underused reservoir of talent.
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Budget Implications:

Significant savings and improvements in productivity may result from
new information and communications technology, greater use of foreign
nationals, new regional service centers, and other administrative reforms.
For example, each 10 percent improvement could yield $80 to $90 mil-
lion in annual savings.

Enhance and Refocus the Role of the Ambassador

Under the direction of the President, the chief of mission to a foreign
country shall have full responsibility for the direction, coordination, and
supervision of all Government executive branch employees in that coun-
try (except for employees under the command of a United States military
commander). From the Foreign Service Act

Every President since John F. Kennedy, who created the “country team”
concept, has issued a letter to each Ambassador reemphasizing the legal
responsibilities and authority of Ambassadors and adding directives based
on that President’s personal goals for the mission. In recent years, with the
rapid expansion in the number of U.S. Government agencies sending per-
sonnel overseas, the role of the Ambassador has not been clearly under-
stood.

Today, the majority of those staff subject to an Ambassador’s statutory
authority are sent abroad by non-Department of State agencies, with mis-
sions defined by those agencies. These other agencies often view the
Ambassador as the Department’s representative, rather than the
President’s. The Ambassador is left with the responsibility, but not the
authority, to coordinate the activities and address the often competing
needs of the mission.

Moreover, conflicting directions and lack of intergovernmental coordina-
tion in Washington hinder cooperation at overseas missions—even when
addressing a common problem. For example, instead of the various law
enforcement agencies in a particular country focusing on a complex prob-
lem such as money laundering from their own individual angles, it would
be more effective to work together. In other cases, there are conflicting
priorities. For example, USAID and other development agencies are man-
dated to focus on social and economic issues affecting impoverished peo-
ple and to help build democratic institutions in the poor countries. These
goals should be compatible, but without coordination in Washington, the
Ambassador has no guidance on how to meld these separate objectives.
Several Ambassadors told the Panel that they frequently receive multiple
instructions for initiatives, all with high priority, but without any rank
order established for them.

National Security Decision Directive 38 (NSDD 38) technically grants
Ambassadors important influence over the size and composition of full-
time, permanent staffs operating under their authority (not including per-
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sonnel under the authority of area military commanders). The Ambassador
may withhold from an agency permission to send personnel abroad, how-
ever, in the absence of a coordinated, interagency plan for U.S. operations
in his or her country, an Ambassador makes the decision on each new
position in isolation and has no real policy basis on which to deny an
agency request. The result is an almost automatic approval of staffing
increases.

The Mission Performance Plan (MPP), intended to articulate the overall
goals of the mission, is often prepared without substantial participation
by the agencies at post and without either serious guidance or feedback
from Washington. Under the current system, the MPP is a flawed tool.

Ambassadors need real authority if they are to perform effectively the
numerous challenging roles their jobs involve. Today’s Ambassadors must
be imaginative, entrepreneurial leaders: they must think beyond the con-
cerns of the moment to define valuable and achievable goals for their mis-
sions; they must also devise, advocate, and apply new methods for achiev-
ing those goals. They are coordinators and consensus builders, they man-
age multiple relationships with host countries, and they enlist the support
and combine the efforts of people from agencies with different agendas
and chains of command. Finally, each Ambassador is also—in a way that
may be unique in either the public or private-sector—the leader of an
overseas community, a mayor and manager responsible for the health,
safety, living and working accommodations, and even the schooling and
recreation for the children, of all personnel in the mission.

The Panel was struck by the high level of leadership and management
skills required for properly carrying out Ambassadorial duties. Certainly
language skills and area knowledge are highly desirable. The responsibili-
ties, however, go beyond that to the ability to bring together many people
from different agencies—each with an individual agenda—and meld
them into a cohesive operation. Given the demands placed on
Ambassadors, it is essential that the government carefully select highly
qualified individuals with the necessary management skills and then con-
firm, train, and assign them quickly. It is also important to avoid leaving
Ambassadorial posts vacant because our missions need full-time leadership
to carry out their comprehensive agenda.

The Panel strongly recommends that the Ambassador’s authority over his
or her mission should be reasserted and reinforced in a manner that takes
account of the complex, interagency nature of that mission. Mechanisms
must be provided in Washington for interagency coordination, and agen-
cies must work with Ambassadors to formulate comprehensive, integrated
mission plans. Within the framework of such plans, Ambassadors should
be granted more influence over staffing levels.

Recommendations:
8.1 Reinforce the Ambassador’s authority. The Panel recommends that
the President issue an Executive order reinforcing the responsibilities
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and authority of Ambassadors, codifying the traditional Ambassador’s
letter, and restructuring NSDD 38 (see appendix B). The order
should include clear instructions for quickly resolving interagency
staffing disputes. Such instructions should take account of the
Ambassador’s responsibilities under law for safety and security.

8.2 Require mission statements and country budgets for each embassy.
The Panel notes that the MPP is to be the product of all agencies at
post and that it should represent an integration and combination of
all programs, not simply a restatement of other agencies’ submissions.
The core of the MPP should be a short mission statement developed
in a collaborative process involving all agencies at a post. It should
emphasize a short list of initiatives, projects, and goals for the coming
two or three years and an assessment of performance on previous
goals. The Ambassador should also be required to develop a suggested
country budget consistent with the country mission statement.

8.3 Enhance the role of the Deputy Chief of Mission (DCM). The
Panel suggests that the Secretary of State that ensure Deputy Chiefs of
Mission are selected and trained to carry out essential day-to-day
coordination of programs across agency lines. DCMs should play an
important role in the development and implementation of mission
statements.

8.4 Give Ambassadors more freedom to innovate. Ambassadors need
more autonomy if they are to facilitate innovation and reform at
embassies. Therefore, the Panel urges the Department to simplify the
approval process for Ambassadorial initiatives and intervene as needed
to secure necessary approvals from the Administration and Congress.

8.5 Build cross-agency teams and encourage interdisciplinary work.

The Panel recommends that all Ambassadors enhance coordination of
policy implementation by adopting the “cluster” model now used by
several Ambassadors. With this model, clusters staffed by an appropri-
ate mix of personnel from all the relevant agencies approach issues as
a team. The clusters should be centered on strategic goals and nation-
al interests as spelled out in the MPP. The issue clusters model should
eliminate unnecessary information collection and encourage reporting
by post, rather than by agency.

Budget Implications:

Enhancing the role of the Ambassador will require additional training for
Ambassadors and Deputy Chiefs of Mission at a minimum cost of
approximately $200,000.

Implementing the Recommendations

Building support for the report’s recommendations represents a challenge
to our nation’s political and economic leadership to, in effect, rebuild
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public support for America’s overseas presence. The Panel is confident
that the recommended changes are practical and achievable. With a new
vision and adequate resources, U.S. overseas personnel can more effective-
ly represent and defend American interests abroad. With a practical pro-
gram of reform in place, the American people and Congress will provide
the support that our overseas operations need.

Presidential initiative, leadership from the Secretary of State, cooperation
from other agencies and departments, and Congressional support will be
required to implement the recommendations of the Panel. We urge the
President, the Secretary of State, and Congressional leaders to embrace
the opportunity presented by this report to reshape the United States’
OVverseas presence.

Recommendation:

9.1 Role of the Secretary of State. The Secretary of State has unique
responsibility for overseas activity as the President’s principal foreign
policy advisor. Many of the recommendations require implementation
by the Department. The Secretary of State should take the lead in the
implementation process.

9.2 Implementation Mechanism. The President, by Executive order,
should establish an implementation mechanism and enforce a
timetable to achieve the reforms outlined in this report that require
interagency procedures or White House initiative, such as right-sizing,
improved technology, and security. The President should appoint a
“Coordinator for Overseas Presence Reform” to manage those aspects
of reform where Presidential leadership is needed and to help ensure
that reforms are made within the time frame established by the
President. The Secretary of State shall provide a list of candidates to
the President for the position of Coordinator. The Coordinator
should report progress and results to the President. Each agency
responsible for making internal reforms should establish a plan and
timetable for implementation.

9.3 Reforms Requiring Legislative Changes. The President should sub-
mit to Congress those reforms requiring legislative action. Those
reforms that require legislative changes should be referred to the
White House for inclusion in a comprehensive legislative proposal for
consideration by Congress.

9.4 Role of the Congress. Congressional support will be critical to the
successful implementation of the changes we recommend. We urge a
partnership between Congressional leaders and the Administration in
reshaping the United States’ overseas presence.

ELEMENTS OF A NEW DESIGN
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Vi
CONCLUSION

The unfolding new era in world affairs offers enormous promise for our
nation, ever larger markets for our goods and services, the growing world-
wide acceptance of democracy and the rule of law, and relief from the
worries and costs of a nuclear confrontation. Indeed, this era has brought
us closer to the ideal world we have long worked toward. It is a testament
to what America has always stood for in our international relations—free-
dom, democracy, market-based economies, and an interconnected and
increasingly networked world. But this new era has also brought with it
new problems and threats, from ethnic and religious conflicts to the rise
of international terrorism, global crime syndicates, and global environ-
mental and health hazards.

Whether the promise of this era is realized and its new threats contained
depends in large part on the effectiveness of American foreign policy: its
ability to project confidently our values, to engage other countries in dia-
logue and cooperation with America, and to build new democratic
alliances among countries, as well as democratic institutions within coun-
tries. That, in turn, as the Panel has concluded, depends upon an effective
and robust global overseas presence.

But that presence suffers from a number of serious shortcomings. The
Panel has concluded that in order to meet America’s international objec-
tives in the coming years, the government will need to change the way it
builds, finances, maintains, and locates overseas facilities; the way it
recruits, trains, and supports its employees abroad; and the way it uses
technology. Indeed, only extensive and fundamental reform of America’s
overseas presence will bring it back in line with the nation’s foreign policy
goals and priorities and today’s world realities.

In the end, America has a choice. If we decide not to follow a new design
for our nation’s overseas presence, America’s global leadership will surely
erode. The benefits from the government’s foreign operations will dwin-
dle,and so will support from Congress and the public.

The reforms outlined in this report are admittedly ambitious. They
require unprecedented interagency cooperation, which in turn means
Presidential leadership and strong Congressional support. Yet these
reforms are commensurate with the problems they address. The Panel has
confidence that if America’s elected representatives and public servants
pursue these reforms aggressively and tenaciously, they will transform our
overseas presence and help America realize the promise of the world that
is before it.
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