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Thank you very much, Mr. Chairman

As you point out, I promised to submit to the Committee on Administrative and Budgetary Affairs (CAAP) an exercise for adjusting the OAS Regular Fund budget by cutting costs, in line with the request of the recent Special Session of the General Assembly.

It is important to underscore, first, that this exercise has been carried out on the basis of an already adopted budget: namely the 2009 budget. There are some people in the Organization speculating that there will be budget cuts as of January 1, 2009. I must therefore state clearly that this will not be the case. The 2009 budget is fully financed and has been adopted by the General Assembly. What we doing now, before discussing the 2010 budget, is simply an exercise showing what the 2009 budget would look like if it were to be reduced. If we take the implicit requirement of the Special Session of the General Assembly to reduce the current Regular Fund of US$90.1 million by US$6.7 million, we are talking about a budget of US$83.4 million. 
However, there is one caveat that I must point out to the members of the CAAP.  The 2009 budget includes the cost of living adjustment, or COLA, established by the United Nations. However, the COLA is not included in the exercise we are now going to outline.. Should you wish to apply the outcome of this exercise to 2010, you would have to add approximately US$2.7 million, which is the estimated amount of next year’s COLA, which this Organization, through its Permanent Council, is committed to maintaining. Thus, to keep to the US$83.4 million ceiling, the 2010 budget would have to be reduced by US$9.4 million vis-à-vis the budget for 2009. At the same time, and in order to comply with the mandate establishing that personnel costs must not exceed 64 percent of the total budget, of those US$9.4 million, US$6 million would have to be reduced from personnel costs and US$3.4 million from other costs.
Before I go on, however, it is important to remember that the OAS has been undergoing adjustments for more than ten years. And I am looking just at the period beginning in 1995, although, prior to that, the pattern was similar. Since 1995, the budget has been constantly diminishing in real terms, so much so that in 2008 it is already, in real terms, US$26.7 million below its 1995 level. 
To put it another way, in constant dollars, the 1995 budget has been cut by US$26.7 million. How was that possible?  How can one manage to reduce the budget of an Organization like this by US$26.7 million? One way is by not making necessary investments to its physical capital that would have cost, in nominal terms, US$40 million. This is a situation that is certainly detrimental to us and it will only worsen as each year passes because our buildings, which are a source of pride not just for our Organization but for the city of Washington, as well, are deteriorating. Along with that forced neglect of our buildings, the number of personnel positions financed by the Regular Fund has been cut from 709 in 1995 to 539 in 2008: that is to say, 170 positions have been eliminated over the past 13 years.
In contrast, over that same period, the political organs have continued to add mandates and requirements. To take one obvious example: in the past two or three years, we have observed more elections than in the entire prior history of the OAS.  It is true that those missions are generally financed with special contributions from member states and observers, but they also have a high cost for the Organization in terms of personnel, infrastructure, and other expenses that are not financed by those external sources.  In the area of human rights, too, we receive more and more requests and requirements.  Note that I am talking here about electoral observations and human rights, which are not new mandates and are not primarily financed out of the Regular Fund.  Therefore, , you can imagine what the situation looks like if we take new mandates into account that are not covered by Specific Funds and have to be financed with Regular Funds. 
As a result of the drastic and anarchical financial cutbacks, each area of the Organization had to learn how to fend for itself: each department and each section set about searching for funds on their own and wherever they could. As for the Organization as such, short-term interests led to cuts in some functions to the benefit of others, to job cutting, and at times, as happened under my predecessor, Dr. Rodríguez, to cuts in salaries. That last approach triggered a major exodus of people from the Organization. Naturally, it would be unfair to say that the most capable people left, because those who stayed are also people with many talents, but the truth of the matter is that those who had offers of jobs outside the Organization left as soon as their salaries were reduced. We all know why: salaries at the Organization of American States are the lowest of those paid by international organizations.  
What was left after this process of continual cuts was redistributed as best it could be and, generally speaking, what was new and urgent took precedence over what was important. This situation was expounded at length, not so long ago, by the President of the Inter-American Commission on Human Rights, so I do not need to cite more examples to illustrate the point.
In December 2005, I came before the CAAP to present my diagnostic assessment of the Organization and proposals for its future.  I did so six months after taking up this position because first I had to devote myself to balancing the budget as best I could to be able to pay salaries, which, that year, were not guaranteed.  Once I was able to go before the OAS staff and tell them that nobody was going to lose his or her job while I was here, I was then in a position to go before the CAAP to explain what I intended to do to make that a reality.  It is not that I favor complete job stability; but the fact is the Organization had already cut more than a quarter of its staff in the preceding years.
On that occasion, I pointed out that the main objective of my administration would be to recover the central political role of the OAS in the Hemisphere, as well as to promote programs to enhance the quality of democracy in all its facets. Now I can say that I have striven to fulfill that commitment by leading the General Secretariat on the basis of clear and adequately financed objectives and priorities. In that same vein, I have sought to ensure the most appropriate use of resources, be they those of the Regular Fund  or the voluntary and specific funds, and I believe we have made significant progress in that direction.  
When my dear friend Luigi Einaudi handed the General Secretariat to me – maybe some of you were present in the Permanent Council that day --, the money available was only enough to pay the next two months’ salaries. Now nobody remembers that: not due to any merit of mine, but thanks to the member states which started paying their quotas. Greater trust was built and almost all member states are current with their quota payments or have made payments plans that they are keeping to.  At the moment, with the exception of only one small country, there are only current-year arrears.
What I want to underscore is that the countries have made substantial contributions and that fact has to do with the quality of the Organization: if an Organization does what it has to do, its member states feel that their contribution is worthwhile. For that reason, as long as the Organization is regarded as relevant for strengthening democracy, human rights, the electoral system, or gender equality, and to the extent that it is recognized both as an effective tool for resolving specific issues between countries and as a body capable of working to achieve compliance with our anti-drug and counterterrorist standards and respect for human rights, minorities, and vulnerable segments of society, then we will continue to receive support from our member states. 
To achieve those capabilities, despite the major cuts in personnel I have described, it was necessary to restructure the General Secretariat. And, to respond to suggestions made by some delegations, I should add that, in carrying out that restructuring, I adhered closely to the proposal put forward by Deloitte & Touche. That was a report commissioned before I joined this General Secretariat, but I tried to follow its recommendations, with the exception of the suggestion that there should be a kind of General Manager.  I believe that it is the duty of the Secretary General to concern himself with these matters as well, and not to delegate them to a manager.  

In the face of all this evidence – and forgive me for being so frank – I do not understand why some are asking for further cuts in the budget. Naturally, I can understand how people who have only just arrived in our Organization may say, as has been the custom for the past 20 years in our countries: cut this and that, fire staff, be more efficient. But maybe they are saying that because they are unaware that we already did all that! In fact, we have been doing that for the past 13 years! Adjustments are not supposed to be a permanently ongoing process; they are made in order to achieve a targeted level of efficiency and we have already achieved that desired degree of efficiency in our Organization. 
Therefore, distinguished delegates, it is up to you to accept responsibility for the fact that a further cut of this magnitude poses a clear threat to the level of efficiency that together, I repeat, we have forged with so much effort over the past three years and it will be detrimental to the concerns and endeavors that the Organization has taken upon itself.  
The achievement I mention has come about without even a one-cent real-term increase in either our Organization’s budget or in the member states’ contributions. If those quotas had been merely adjusted to match inflation – as they have been in all the international organizations to which our member states also belong – we would be talking now of contributions totaling US$108 million, instead of today’s US$77.4 million. 
In real terms, therefore, those contributions have fallen by US$30.6 million. In fact, they have fallen even more because – as we should recall – when Canada joined the Organization in 1990 and the budget did not increase, the quotas of all the other member states were reduced proportionately to the new member’s contribution.

I should add that all that took place during a boom period for our region and for most of the countries in it. Normally booms are considered to be times for growth, in which a little more can be spent, with cutbacks occurring in times of crisis. For us, however, the cutback has been going on even during times of prosperity. 
I must therefore reiterate: Why incur the risks associated with yet another budget cut?  It was the Chair of the Board of External Auditors, no less – the Board that is supposed to tell us how to be good stewards of our money – that told us recently that, although governments and diplomacy may appear to be costly, other options could be even more costly. As I said, I am at a loss to explain why further cuts are being requested, when there has been absolutely no real-term increase, big or small, in either our expenditure or in the contributions of the member states.
Nevertheless, a cost-cutting exercise must be undertaken, and I will take you through it. I should advise you that what I am going to show you are cutback options that do not affect the Organization’s operating capacities, i.e., do not affect the professionals and support staff needed to operate our Organization and to comply with the resolutions and mandates issued by our political bodies. So I have identified activities that could be eliminated or reduced without further cutting the personnel hired under different modalities by the General Secretariat. 
The first such option is a reduction of administrative costs. Here I have to say that there is not much room left for savings in this area, as we are working with the bare minimum. Consider, for instance, what it costs to heat this beautiful building, with its ample rooms and high ceilings.  Yet, when you come in from the cold outside you find a temperature that allows you to work. That costs money and, unless we work with the lights out and dressed in overcoats, there is little to be saved on that account. All in all, if we took such administrative cutbacks to the extreme, we could at most save US$150,000.
Of course, this is not the only area for savings. We could consider funding scholarships with external contributions and resources deposited in trusts, such as the Rowe Fund, and potentially reduce the scholarships allocation by some US$900,000. However, that would mean setting up a single Human Development Fund, eliminating the separation between scholarships and loans, increasing the number of loans vis-à-vis nonreimbursable scholarships, and opening up that fund to external donations.
Third, we could eliminate subsidies provided by our Organization, that is to say funds that we do not spend ourselves.  I am referring to the US$1.5 million subsidy to the Inter-American Defense Board and the US$131,000 subsidy to the Pan American Development Foundation (PADF).
Fourth, I could make a suggestion that, as I am well aware, is strictly a matter for the Permanent Council to decide. Committee, commission, and other meetings are extremely costly. However, at the present time, by coincidence, some vacancies exist in the Department of Conferences and Meetings. If these positions were not to be filled, we could save US$600,000.  I must make it clear that I am not proposing to get rid of vacancies, but rather not to fill them. That would mean that the people working in that area would continue to be overworked. In effect, it would also entail a reduction in activities, such as, for instance, a substantial drop in the number of meetings.
All these reductions I have identified total US$3,281,000, with all the consequences and possible problems that they could give rise to. I believe without a doubt that reducing the number of meetings of the political organs would be problematic. I do not think that the scholarships suggestion would create problems initially, although it might at a later date if the idea is to devote more resources to that area. Getting rid of subsidies also has its drawbacks: the Inter-American Defense Board, which we only recently incorporated into the OAS, continues to perform an important function, and PADF represents a key link between the OAS and the private sector and one that enables us to reach out to the most vulnerable communities in the Hemisphere.
And that is as far as I can go. The proposals I have mentioned are all that can be done without reducing mandates. Any other decision, involving a reduction of personnel, can only be carried out by eliminating or failing to carry out some of the mandates. That decision is incumbent not upon me but upon the political organs.
I admit that at one point I was tempted to say: “I am going to make my own suggestions on this matter,” but I am not going to do so because it is not up to me to do so. Instead, I am going to give my opinion, and only one:  If you are going to reduce something, do not decide on an across-the-board reduction of all the Organization’s activities, such as “let there be a seven percent cut in the budget of each section in the General Secretariat.” Do not do that because it only creates inefficiencies.  The Secretary for Political Affairs once made that point here in the CAAP.  If they told him “no more travel, Sir”, then he would not be able to do virtually anything because, to comply with the mandates of the political bodies, he needs precisely to go to the places where his services are required. And if he were asked to cut his expenditure by seven percent, operating expenses would probably be the area hardest hit, because most of those expenditures are salaries. 
The only real solution to the requirement to reduce the Organization’s by more than the amount I have mentioned is, therefore, to reduce mandates: a decision that, as I have noted earlier, is up to the political bodies to take. It is these bodies that have to decide which mandates are not to be implemented and therefore who has to be dismissed or what sections of the General Secretariat have to disappear. Naturally, we are at your disposal to execute, objectively and impartially, whatever you decide. If you ask us the names of the staff in such and such a Department and how much they cost, with a view to considering their separation, you will receive the information you request. But, I insist, that entails failure to comply with mandates and that decision is incumbent upon you, not me.
There are other ways of cutting costs, although they also affect personnel. One of them is to eliminate the Offices of the General Secretariat in the member states: a potentially significant saving but one that also involves a substantial cut in personnel. Another solution is to reduce scholarships over and above the level I have suggested. This would not only entail a more flexible use of existing funds, but also a reduction in the maximum amount of a scholarship from US$30,000 to US$25,000 or in the number of scholarships awarded.
We could also resort once again to the Reserve Fund, which would avoid a cutback of our activities. I should be clear with regard to that option, because it is said that the countries of Latin America are in a better position to deal with the current crisis since they set aside reserves; that they can maintain their spending because they made provisions for times of scarcity.  Well, the fact is: the OAS, too, has provisions for hard times and currently has a reserve totaling approximately US$13 million. However, this Committee has determined that this reserve should not be used in these times of scarcity, not even to pay for the cost of living adjustment.
It is sometimes suggested that we look at the possibility of raising additional external funds. We should recall, however, that we are talking here about the Regular Fund budget, not about Specific Funds. We can be especially creative in raising funds for specific activities. We know that there are donors willing to support those specific activities. That is what enables agencies, such as UNESCO and UNICEF, to tap external resources for children or for education. But in our case, I repeat, we are talking about funds to finance our regular activities, not special projects. Nobody is willing to contribute funds for the upkeep of the OAS General Secretariat, because that is not their job: that is something that has to be done by the OAS member states, not by external donors.  
Therefore, we have no alternative. If the requested US$6.7 million cutback is to be achieved, the Permanent Council will have to consider reducing mandates and the staff needed to carry them out.  I reiterate that, to meet the aforementioned requirement, on top of the cutbacks mentioned, you would still have to add further cutbacks equivalent to the approximately US$2.7 million cost-of- living adjustment (COLA) estimated for the coming year. This is, without a doubt, a critical issue. We can make the adjustments you decide on, but, in addition, it is imperative to take a decision about the cost of living adjustment. If a decision is not taken now to make that a regular adjustment, five years down the road we are going to be facing the same situation as now and we will have, once again, to cut back and pare down our Organization.
Our Organization’s budget is lower than that of most of the better-known international organizations and lower than that of any specialized organization of the United Nations, with the possible exception of UNIDO. In all those organizations and agencies our countries pay quotas that are adjusted every year; yet, for some reason, they have decided not to adjust OAS quotas. We should come clean about this. I have said many times that I am ready to accept a one-time reduction in the budget, but that from then on we have to have a budget that is regularly adjusted in terms of expenditures but also with respect to quota assessments.   And please, let us not once again debate our COLA obligation. Prior administrations have attempted to do so twice and on both occasions it led to court cases in which they lost (and we are still paying some of the obligations that derived from those cases). 
The truth of the matter is that we are up against a basic problem that can affect an organization or a family anywhere. If income is fixed and the cost of everything increases year after year, you can restructure spending as much as you like, but there will come a point at which you have to take your children out of school. If school fees have risen 40 percent since the children began school, the money just won’t be enough. What is being asked of us is that we restructure something that has already been restructured, without recognizing that organizations – like countries, governments, and even individuals – have objectives and obligations to meet. Those objectives and obligations can only be met if they are funded, and if the money is not enough they have to be cut. That is the situation we have come to at the OAS: if what is wanted is to continue cutting income, then our objectives and obligations have to be cut as well.
And is it that we are talking about a huge sum of money to solve the income problem? No, in fact, the amount is small. The regular budget that the United Nations General Assembly adopted for the 2008/2009 biennium is US$4.1 billion, that is to say, an annual budget in the order of US$2 billion. Our Regular Fund Budget, without the cuts being required, thus totals approximately four percent of the annual U.N. budget. You can say that the OAS also has special funds, but then so does the United Nations. Just its peacekeeping operations cost around US$6 billion a year: that is to say, more than the total regular U.N. budget. And take an area we are particularly familiar with: a single U.N. mission in a country of the Americas, MINUSTAH in Haiti, costs US$600 million a year, almost eight times our Organization’s entire Regular Fund Budget. Some might also say that many more countries are members of the United Nations. Nevertheless, contributions from Latin America and the Caribbean account for one sixth of the United Nations’ total income and I have no doubt that they amount to much more than their payments to the OAS. 
In reality, to be, once again, totally frank with you, I believe the real problem is not money but political will. When we are told, through the Permanent Council, not to use the reserves, that we member states are not going to increase our quotas and that you have to tighten the budget; and when we cannot raise external funds to cover those expenses that the member states do not wish to defray by increasing their contributions, then the message is crystal clear. It means: “Cut back on the Organization’s work: do less.”  That, in my opinion, is the political intention underlying the proposal to cut the budget. The practical effect of that political will would be a reduction of mandates: a decision that must be taken by the political organs, not by the General Secretariat. 
For our part, we stand ready, of course, to carry out any decisions the Council reaches on the elimination of mandates.  However, I say that it is frankly impossible to continue the current system of annual cuts in the expenditure budget with no adjustment on the revenue side.  That is neither sound nor feasible in any organization, much less so in this Organization, which has existed for over a century and is a source of pride for all the countries of the Americas. 
Thank you very much, Mr. Chairman.
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