
OPERATIONAL BUDGET REQUEST GUIDANCE FOR FYs 2007 AND 2008 
 
 

Manage-to-Budget Process 
 
The Agency’s new Manage-to-Budget (MTB) process will decentralize more of the Agency’s 
Operating Expense (OE) budget so that each operating unit (OU) controls, budgets and accounts 
for more of its own OE costs.  MTB also will set ratio levels on program funds used for 
administrative or operational expenses.  Operating units are defined as missions, independent 
offices, and bureaus. 
 
Under MTB, managers may need to question whether the Agency should be performing certain 
activities that it has historically funded.  Managers will need to evaluate funding decisions in an 
informed and strategic manner and make difficult choices based on cost/value assessments.  The 
ultimate goal of MTB is to help managers be better able to use the Agency’s resources most cost 
effectively to maximize the program resources reaching recipients.  All operating units must still 
comply with Federal and Agency rules and regulations. 
 
The Agency will evaluate MTB’s effectiveness in two ways.  With the use of expanded object 
class codes (EOCC) for OE and program funds, the Agency will be better able to monitor and 
analyze all funds used for operational expenses, from budgeting to obligations to expenditures.  
To monitor the MTB process and use of EOCCs, the Agency plans to conduct select compliance 
assessments, similar to audits, in the second half of FY 2007.   
 
Budgeting Under MTB  
 
Under MTB, all operating units that manage program funds must prepare comprehensive FYs 
2007 and 2008 operational budgets that include program-funded operational expenses in addition 
to administrative expense accounts.  In general, only OUs that implement and manage programs 
(i.e., pillar and regional bureaus and missions) should use program funds for operational 
expenses.  OUs that do not manage program funds should prepare only an OE budget.  
 
Operating units should review ADS Chapter 601, Funding Source Policy, and recent 
implementation guidance on that Chapter to ensure that their funding of operations complies 
with Agency policy.  OUs that may currently program fund OE-mandated functions, as identified 
in ADS Chapter 601, must correct the funding source and identify the cost implications in their 
budget requests.  Since the ultimate goal of MTB is to maximize the program resources reaching 
recipients, be conservative in interpreting ADS 601. 
 
The Agency now will conduct a comprehensive review of all operational expenses to set budget 
allocations.  Under this approach, managers must justify all expenses, as opposed to only 
explaining increases over the prior year’s budget.  An operating unit will have to show why its 
funding efficiently helps the Agency toward its goals.  The Agency expects this approach will 
help managers to find more cost-effective ways to improve operations and result in more 
efficient allocation of resources.  This approach also should improve cost containment, increase 
discipline in developing budgets, and eliminate the sense of entitlement to cost increases.   
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All operating units, including missions, must submit their budget requests to PPC at 
MTB@usaid.gov by August 11, 2006.  Missions also should copy their bureaus.  PPC will lead  
operational budget teams with members from the bureaus and HR in reviewing the requests and 
recommend allocations to the Administrator by September 1, 2006.  PPC will provide OUs with 
their initial FYs 2007 and 2008 allocations by September 8, 2006.  Operating units can request 
the Administrator  reconsider their initial levels, including workforce level assumptions, by 
September 15, 2006.  Final allocations will be set by October 1, 2006.  OUs that submit late 
budget requests may be penalized. 
 
Operational Cost Ratios 
 
As part of the ongoing planning for the Agency-wide roll-out of the Manage-to-Budget initiative 
in FY 2007, PPC requested data on FY 2006 program-funded operational expenses from all 
operating units.  PPC analyzed the data submitted to develop administrative cost ratios.  The 
percentages identified below reflect the baseline analysis, represent an average across OUs, and 
include USDH salaries and benefits.     
 
As a guideline, regional bureaus and missions can request no more than 6% of their annual 
program new obligation authority (NOA) for program-funded operational expenses.  Their total 
operational costs (OE and program-funded) cannot exceed 12% of their annual NOA.     
 
As a guideline, pillar bureaus can request no more than 14% of their annual program NOA for 
program-funded operational expenses.  Their total operational costs (OE and program-funded) 
cannot exceed 17% of their annual NOA.     
 
Although the operational cost ratios are set as a percentage of new obligation authority, operating 
units can use their annual OYB, which includes NOA, carryover, and recoveries, to fund their 
program-funded operational expenses.  For example, if Mission X has an FY 2007 NOA of $30 
million and FY 2007 OYB of $40 million, it can spend no more than $1.8 million (6% of $30 
million) on program-funded operational expenses in FY 2007. 
 
OUs that request budget levels exceeding these ratios must justify their needs. 
 
Operational Budget Requests 
 
In developing their operational budgets, OUs should assume their FY 2007 program levels equal 
the FY 2007 CBJ levels.  For FY 2008 program levels, missions and Washington and overseas 
regional programs should consult with their regional bureaus for the latest program levels from 
the F country core teams.  Pillar bureaus should use the latest FY 2008 program levels from F. 
 
The operational budget request should contain four brief narrative justifications:  (1) 10% 
reduction from the FY 2006 OE OYB for both FYs 2007 and 2008 (target levels); (2) 
requirements above the target for both FYs 2007 and 2008 (above-target levels); (3) program-
funded operational expenses, if applicable, not exceeding the operational cost ratio for both FYs 
2007 and 2008 (target) and requirements above the ratio for both FYs 2007 and 2008 (above-
target levels); and (4) workforce.   
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Note to alternate service provider missions:  The AR database table includes the Working Capital 
Fund as a separate account for identifying their budget requirements.   
 
Operating Expenses 
 
The OE budget requests must include all funding sources specifically designated for operational 
costs and included in the OE OYB.  The OE OYB includes OE, trust funds, ESF funds used for 
East Timor, and Andean Counterdrug Initiative funds.   
 
In developing their budgets, managers should assume ICASS costs will increase by 7% from FY 
2006 and by 7% from FY 2007.  Managers should adjust these assumptions for special 
circumstance (e.g., moves into new embassy compounds).  Managers also should assume 
NEPs/IDIs in training positions will receive up to $150,000 for support costs from a centrally 
budgeted account (i.e., exclude the support costs from the request).  Managers should describe 
other assumptions (e.g., number of educational allowances, etc.) used in developing the budget.   
 
(1) Target Request (10% Reduction)  
 
All operating units must submit a narrative justification for an FY 2007 and FY 2008 OE budget 
10% below the FY 2006 OYB.  The justification should discuss how the OE request factors 
shifting program priorities, efforts to improve efficiency, proposed realignments in resources, 
and captured savings (e.g., lease savings resulting from co-locations).   
 
It also should discuss the negative implications of a reduced budget, including the: 
 
• impact of anticipated growth in program levels or responsibility 
• curtailment of current operations required to cover increased fixed costs, such as inflation in 

personnel costs, rent increases, etc. 
• Agency’s increased operational vulnerability 
 
(2) Above-Target Request 
 
Since a reduced OE budget may not meet an Operating unit’s needs, OUs may request FY 2007 
and FY 2008 levels above their target levels.  The narrative justification should describe and 
quantify the request in terms of:   

 
• Maintenance of current operations 
• Changes to/expansion of programs managed  
• Staff/items/activities previously program-funded  
• Other (trust fund situations, co-locations, regionalization, mission opening/closing, etc.) 

 
(3) Program-funded Operational Expenses 
 
Operating units must report their program-funded operational expenses by EOCC in the AR 
database, as they currently report for OE.  The narrative justification should identify and describe 
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the same factors considered in the OE request(s), as described above.  It also should describe and 
quantify the use of program funds to support program-funded personnel and operating unit 
operations or oversight.  This information is critical to determining Agency total administrative 
costs and how to fund them. 
 
Operational costs encompass activities performed for USAID’s benefit and not the direct benefit 
of host countries.  Please refer to MTB Guidance for Missions (Attachment A) and Additional 
MTB Guidance for Missions (Attachment B) for information on identifying operational costs. 
 
Note to Washington Offices:  Disregard the initial guidance received on identifying operational 
costs within awards and follow the guidance referenced above.  As the referenced guidance 
explains, OUs must identify the separate operational components of awards.  For example, if 20 
percent of an award is operational, report 20% of the entire amount as operational.   
 
Assume the following cost-recovery charges for program-funded personnel:   
 
      FY 2007  FY 2008 
IT – Overseas     $5,800   $6,100 
IT - Washington    $8,800   $9,200 
IT – Washington OFDA    $6,300   $6,600 
Space –Washington    $10,000  $10,500 
 
(4) Workforce 
 
Through MTB, managers will need to focus on position management -- how they have or will 
structure their organizations and positions to ensure they optimize economy, productivity, and 
organizational effectiveness.   Managers should consider and address the following criteria when 
requesting their workforce levels (end-of-year on-board levels): 
 
• All work performed is essential. 
• The organizational structure reasonably balances efficiency and effectiveness. 
• The organizational structure is sound from a human resources management viewpoint. 
• The organizational structure enhances communication, decision-making, and responsiveness. 
• Positions and organizational structure are sound from a motivational viewpoint. 
 
The Agency is moving towards a centralized Workforce Planning Model for analyzing the entire 
workforce.  Using information from the Model and overall program requests, budget review 
teams, comprised of PPC, HR, and the bureaus, will evaluate staffing requests.   
 
The workforce justification narrative should describe how OUs consider program priorities, cost, 
and security to organize and rightsize their workforce.  It also should describe the different 
general functions of program-funded staff (i.e., USPSCs, FSN, PASA) and discuss how they are 
aligned with OE-funded staff for overall program management.  OUs with specific staffing 
problems should describe and justify requests for increased staffing.  Since PPC and HR will 
consider these requests in the context of HR’s overall Agency workforce planning, discussion of 
any underlying assumptions is necessary to refine the models used. 
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Budget Submission 
 
PPC will use the AR database to collect, analyze, and aggregate budget requests.  Operating units 
must enter their information into the AR database by August 11, 2006.  Enter the target OE, 
target program-funded operational expenses, and corresponding workforce levels in the target 
columns.  Enter the above-target OE, above-target program-funded operational expenses, and 
corresponding workforce levels in the request columns.    
 
AR Database – Administrative Expenses Table 
 
OUs must enter their requests for OE and program-funded operational expenses in the new 
Administrative Expenses table in the AR database.  The Administrative Expenses table reflects 
the new EOCCs and allows data to be collected by account (i.e., OE, Trust Funds, DA, CSH, 
ESF, etc.).  Do not enter estimates for USDH salaries and benefits, as PPC will provide these. 
 
AR Database – New Workforce Table 
 
Operating units must enter their workforce requests in a new workforce table in the AR database.  
In addition to the workforce information normally collected, the new workforce table will 
collect:  1) grade level for each position and 2) funding account for each position (for split-
funded positions, report the majority account).  Identify positions by account so that, in 
aggregate, the staffing matches total funding.  For example, if four positions are split-funded 
between DA and ESF, identify two positions as DA and two as ESF.   
 
The new workforce table adds institutional support contractor as an employment type.  
Institutional support contractors provide services that support Agency operations (as described in 
Attachment B).  The services are defined by the provision of labor hours by specifically assigned 
individuals.  Indicators that individuals are institutional support contractor staff include:  1) they 
work in USAID space, or in contractor space specifically designated for USAID operations; 
and/or 2) they rely on regular access to the USAID network.
 
Narrative Justification 
 
Operating units must prepare their narrative justifications using the attached template 
(Attachment C).  Submit narrative justifications to PPC at MTB@usaid.gov by August 11, 2006.  
For ease in tracking, please write the Budget Request OU name on the e-mail heading (i.e., 
Budget Request – Peru). 
 
Contact Information 
 
If you have any questions on the budget guidance and AR database, please contact Diana 
Fernandez/PPC or Theresa Stoll/PPC.   
 
 

 5

mailto:MTB@usaid.gov


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


