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Measures adopted by the General Secretariat (GS/OAS) 
to rationalize costs and improve institutional efficiency 
December 2008

Preface

· The proposed program-budget of the Organization of American States (OAS) for fiscal year 2009, presented by the Secretary General on April 1, 2008 (AG/CP/INF. 573 corr.1) and totaling US$90.1 million was adopted by resolution AG/RES. 1 (XXXVI-E/08) on September 30, 2008.

· That same resolution instructed the General Secretariat to submit to the Preparatory Committee a proposed program-budget for the year 2010 with the same overall budget level as that approved for 2009, including the cost of living and inflation adjustment, subject to revision in accordance with the outcome of the review of the expenditure and financing of the program-budget. 

· That resolution entrusts the Secretary General to continue ongoing efforts to modernize the General Secretariat and to improve and promote a culture of austerity, efficiency, effectiveness, transparency, and prudence in the use of resources for the General Secretariat’s operations. It also entrusts the Secretary General to put forward a comprehensive proposal containing further austerity and expenditure rationalization measures for presentation to the Permanent Council.

· This paper summarizes the measures so far adopted by the General Secretariat 
to rationalize costs and improve institutional efficiency. Furthermore, it includes actions being taken to enhance institutional capacity in the coming years, such as standard application of International Public Sector Accounting Standards, which will permit greater transparency and internal control, uniformity and comparability of financial data.

· The General Secretariat is committed to keeping member states informed of its future actions and of the results thereof, in the briefing documents submitted to the CAAP, as well as in the quarterly reports and annual audit reports.
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Overview of the Fiscal Position
[image: image3.png]



There has been no substantial change in the Regular Fund Program-Budget of the OAS General Secretariat (GS/OAS) for over 10 years.  This has resulted in a loss in the purchasing power of that budget equivalent in 2008 to US$17.1 million, taking the 1999 budget as the basis for the calculation (Graph 1).



Furthermore, there were no increases in the member states’ Regular Fund quota assessments for more than 10 years, from 1995 to 2006, despite increased costs and the increase in the mandates assigned to the Organization by the member states (Graph 2). Graph 2 shows the quota assessments since 1999 compared with what they would have been if an adjustment for inflation had been incorporated.





By comparison, between 1990 and 2007, United Nations (U.N.) quotas were adjusted upwards at an annual average rate of 5%. That was an increase of more than 130% or six times more than the annual average increase of 0.8% authorized for the GS/OAS. What is more, the only time that the GS/OAS obtained a raise in that same period was 3% in 2007.

The systematic loss of purchasing power over the past 13 years has forced the GS/OAS to make drastic cutbacks in its costs. During that period, the OAS has had to cut 170 posts financed by the Regular Fund, or 24% of all such posts (from 709 posts in 1995 to 539 approved posts in 2008).  Likewise, the OAS has postponed investments of up to US$40 million in its physical assets. As a result, the historical buildings of the OAS are not in as good a condition as they should be.

Administrative measures adopted by the General Secretariat to absorb cost increases and improve the Organization’s administrative and programmatic efficiency

A. Reductions in the number of staff 
· As of 1995, the General Assembly authorized a new salary system in the OAS, under which most wages and benefits for its staff would maintain parity with the wages and benefits granted by the United Nations. Despite that, certain benefits awarded at the United Nations were not awarded to OAS employees. For instance, home leave, study allowances, contributions to the Retirement and Pension Fund, and other benefits granted in the OAS are below those granted in the United Nations. That results in a substantial saving in OAS payroll costs. In the case of contributions to the Retirement and Pension Fund, the United Nations contributes 15.8% of pensionable remunerations, while the OAS contributes 14%. Over the past 10 years, that saving must have amounted to approximately US$12 – US$16 million, taking a rough estimate of US$1.5 million a year.
· In 1996, the General Secretariat offered an “Early Retirement Program” to members of its staff with a view to drastically reducing its payroll costs. As a result, 76 staff members left the Organization between 1996 and 1997. The cost of severance payments under this Program totaled approximately US$7.5 million. 
· Over the years, a policy of austerity has been applied to vacancies.  As they arise, the need for the position is analyzed before a replacement is authorized.  The position is also examined to assess the feasibility of adjusting the responsibilities that go with it, with a view to classifying it at a lower, less costly grade.  At the same time, many posts remain vacant for longer than they should be, in order to save money.  
B. Efficiency in staff performance

· Since 2006, the General Secretariat has revamped the staff performance evaluation process. The primary objective is to establish tangible indicators that serve as objective measures of a staff member’s performance and in that way ensure that performance is consistent with the targets and overall objectives of the Organization. Job descriptions are currently being updated and we have expanded staff training programs in order to enhance their productivity and efficiency, as well as their familiarity with in-house rules and procedures.
C. Modernization of accounting standards and processes

· The General Secretariat is currently at a preliminary stage in the adoption of new International Public Sector Accounting Standards (“IPSAS”) and reviewing current processes with a view to achieving a more accurate reflection at any point in time of the Organization’s financial position, assigning financial resources efficiently, and providing satisfactory services for its users. The adoption of these standards will enable better comparisons to be made between the financial statements of the OAS and those of other international organizations that have already adopted those standards or are in the process of doing so. This important step will improve internal auditing and uniformity in the presentation of financial data. Following international standards will reduce the need for the specific audits currently required because the OAS has standards of its own. 

· The GS/OAS is continuing to expand timely access to relevant information and the Organization’s figures through its Financial Portal. The reports and financial statements are posted in the Portal within a few days of the close of each month. Further pertinent information is also posted as it becomes available. 

· The Quarterly Report on Management of OAS Resources continues to improve and is gradually becoming an important tool that provides an overview of the GS/OAS financial position. The Report is constantly evolving in response to the requirements of Management and the Committee on Administrative and Budgetary Affairs (CAAP).  In other words, all OAS accounting cycles are completely open to scrutiny.  This helps raise awareness among the political organs of the GS/OAS’ financial and administrative constraints and serves to remind those who administer OAS resources that they have a responsibility to be good stewards and executors of the resources at their disposal.

· The GS/OAS obtains from the Inter-American Development Bank (IDB) lists of external auditors already vetted by the IDB to conduct audits in member states.  This allows the GS/OAS to cut the cost of evaluating and hiring audit firms when it needs to conduct specific audits; it also minimizes the risk of hiring an unqualified firm.

· The OAS is continuing its efforts to automate and computerize procedures, such as payment of salaries, benefits, and other items. A few specific examples are, for instance:

1. Direct electronic links with the offices of the General Secretariat in the member states that serve to record their transactions, thereby eliminating the manual inputting of data and reducing daily labor costs by 50 to 60%. 

2. Electronic processing of credit card invoices, which expedites and enhances the efficiency of airline ticket purchases. 

3. The contract with Omega World Travel for travel reservation services. 

4. In addition, an agreement has been reached with American Express to centralize billing of travel-related expenses. Annual savings from these arrangements are estimated at US$94,500. However, those savings have vanished almost immediately due to across-the-board increases in air travel and accommodation costs.

5. Telebanking service.  Special equipment installed in the General Secretariat eliminates the need for a messenger to transport deposits to a bank. This arrangement also means that deposits can be credited to OAS accounts immediately. 

6. The General Secretariat is working in coordination with the suppliers it uses most frequently to replace payments by check with wire transfers. 

7. An agreement entered into with the OAS Credit Union facilitates the delivery and/or depositing of checks through that institution at no cost to the General Secretariat.

D. Additional rental income

· The second and third floors of the F Street building have been leased to other international bodies, such as the Pan American Health Organization (PAHO) and the Pan American Development Foundation (PADF).  In addition, the ground floor is leased to commercial/financial entities, such as the National Federation of Coffee Growers of Colombia (Juan Valdéz) and the OAS staff Credit Union.  It is worth pointing out that, because they are commercial, these entities pay a higher rent than the international institution tenants. 
· With a view to increasing the area for leasing, several offices have been relocated and former storage areas have been converted into office space.  The Security and Travel Offices, for instance, have been relocated to the fourth floor in order to lease more space to the OAS Staff Credit Union.  Likewise, a second floor storage room has been converted into office space to be leased to the PADF.  Finally, other tenants had their rents increased, adding to the OAS’ rental income.  As a result, total rental revenue amounted to US$1.8 million in 2007. That sum is used to pay the mortgage and maintenance costs of the building.
E. Reductions in the operating costs of the buildings

A major effort has been made to reduce the operating costs of the OAS buildings, through policies that include, for instance, turning off the air conditioning/heating after 6:00 p.m. on business days and at weekends, in order to lower electricity consumption. 

· Between January and October 2008, the General Secretariat reduced its consumption of electricity by more than 500,000 kWh, compared with the same period in 2007. If that trend is maintained, by end-2008 the saving on electricity consumption is projected to total approximately US$100,000. Bearing in mind that this year there are more users working in the buildings and the unit cost per kilowatt-hour continues to increase, the cost of providing electricity per person has been reduced significantly.

· The General Secretariat has also reduced water consumption. Between January and October 2008, water consumption has been cut by more than 900,000 gallons, compared to the same period in 2007. If that trend continues, the saving projected by end-2008 is projected to amount to approximately US$11,000. 

· Whereas in 2001 the General Secretariat used approximately 2,500 boxes of paper, the figure is now 2,000 per year.  The saving is estimated to have been approximately US$79,000 from 2001 on. During that period, more modern photocopying machines have performed more efficiently, thereby saving on energy, toner, and other supplies. Photocopying on both sides of the paper has also saved money.

· By applying these policies, the General Secretariat has been able to keep its operating costs below the national average.  At the present time, the General Secretariat is spending US$9.23 per square foot on building maintenance, including maintenance contracts, utilities, the gardens, night-time cleaning services and administrative expenses.  According to United States surveys, that figure is 12% below the national average.

F. Efficiencies in information technology and communications

Maximum use is being made of existing technological infrastructure by:

· Replacing traditional telephony systems in the Offices of the General Secretariat in member states with Voice-over Internet Protocol (VoIP) technology in order to minimize the cost of telephone calls, saving on average US$35,000 per year.

· Installing videoconferencing systems. Increasing use of these systems is adding to the Organization’s communication tools and reducing the need for travel abroad and related costs.
· Consolidating servers. Over the past two years this has enabled the OAS to make maximum use of its I.T. servers and to reduce the number of them.  It is worth noting that when this operation got underway, 70% of the existing servers were so old that no maintenance service was available to correct defects.  Now only 5% of our production servers lack maintenance.
G. Procurement

· Corporate agreements with several airlines have resulted in savings for the General Secretariat: Negotiated price discounts of up to 25% and the points program for official travel, which reduces the cost of tickets.
· Centralized billing and electronic reports are automating the process of reconciling purchases and payments. This yields savings, by reducing the number of human resources needed to complete a process, as well as the processing time.
· More efficient bidding processes have shortened the time and reduced the resources needed to award contracts worth more than US$50,000.

· The General Secretariat is taking advantage of the excellent prices obtained by taking part in joint tender agreements with other international organizations. For example, the new contract for procurement of office supplies represents a saving of approximately 25% for the items most in demand.
H. Conferences and Meetings

Conferences

· Implementation, in cooperation with the Department of Information and Technology Services (DOITS), of videoconferencing services as a basic working tool (Priorities: Bolívar, Guerrero, TL-76, Padilha Vidhal and Offices of the General Secretariat in the member states); which, altogether, would achieve substantial medium- and long-term savings, apart from facilitating operations in all areas of the General Secretariat.

· Implementation of the new Conference Procedures Management System in the Simón Bolívar Room, including a “paper light” policy for Permanent Council meetings.

· Redistribution of functions in each of the sections of the Department of Conferences and Meetings (DCM), emphasizing detained planning and management of meetings in each area of the Organization, with a view to expediting the provision of services and enhancing productivity.

· Compulsory implementation of the paper light policy for all meetings planned by the DCM (the documents will be distributed on CDs and/or electronically before and after each meeting).

Translation and interpretation 
· Establishment of a new procedure for the payment of interpretation services. This procedure will lead to savings in time and money, estimated at US$51,000 per year. This system will, among other benefits, result in a substantial increase in productivity, broader and better planning, and an overall reduction of costs. A similar procedure is to be established for the payment of document translation services.

· Hiring of local translators: Work is currently underway, in conjunction with the foreign ministries of member states, to generate an official list of local translators who could be hired on a temporary basis by the DCM. This will significantly reduce travel expenses (air fares, terminal expenses, and per diems) and enable the translators at headquarters to have more time for their regular functions. 

Documents

· Digitization and distribution of documents exclusively via the Internet (implementation of the paper light policy), including the calendar of meetings and documents sent to the missions and member states. 

· More efficient use of resources: printing on both sides of the paper and recycling of paper.

· Through September 2008, the number of photocopies was reduced by 20% (205,080 copies) compared to previous years: a saving of 41 cartons of paper, or US$1,435. 

· The practice of distributing CDs with relevant documents before and after meetings will become standard practice during General Assembly sessions. Thanks to that practice, for the 2008 General Assembly, the number of copies was reduced from 1.2 million to 350,000. At a cost of US$0.045 per copy, that amounted to a saving of US$38,250, or 170 cartons of paper (850,000 copies). 

Messenger Services 
· The messenger service is being centralized, along with management of costs and/or expenditures for this service, in the Correspondence Division of the SAF. Transferring this operation from the DCR to the SAF will yield net savings of US$60,000 per year.  

I. Access to external sources of financing and subsequent management of them

· The OAS has taken specific steps to increase contributions for projects and programs. Contributions to Specific Funds thus totaled US$62.9 million in 2007, compared with only US$18.3 million in 1995.  
· To ensure more efficient and effective use of those funds, and using current staff with many years of experience in managing projects, a Project Evaluation Committee has been established, to examine the importance and relevance of proposed programs.

· The new Secretariat for External Relations is developing a new fundraising strategy that will be coordinated with the efforts of the technical areas. 
J. Planning, Monitoring, and Support of Project Management

· A department has been established to advice the General Secretariat on program planning, monitoring, and evaluation. It coordinates and assists with the formulation of the General Secretariat’s plans and with the establishment of follow-up mechanisms for those plans.  All this is equipping the General Secretariat with the tools it needs for a tangible grasp of outcomes and effectiveness.  Assistance is also provided to the different dependencies of the Secretariat for the formulation and monitoring of programs and projects.  That has helped to improve the technical quality of proposals and, through monitoring, to emphasize the importance of results.

K. Electoral observation missions

· Simultaneously, the Secretariat for Administration and Finance (SAF) and the Secretariat for Political Affairs have joined forces to advance the electoral observation process, with the SAF being asked to participate from the start in the planning of the observations. Budgets have been standardized and the staff of this Secretariat now participates. All this guarantees a smooth process from planning, to drawing up and implementing budgets, to the presentation of reports.

Secretariat for Administration and Finance (SAF)
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Graph 1


Budgets asdopted versus values if they had been adjusted for annual inflation since 1999
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Chart 2


Quota assessments approved versus amounts had they been adjusted for annual inflation since 1999


(ien millions of USD)
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