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Thank you, Madam Chair. 

This morning I would like to contribute a few ideas for the upcoming talks on the financing of the OAS budget and to cooperate with the quest for consensus within the Preparatory Committee of the next General Assembly session in San Salvador.  In particular, I will refer to two very specific topics: on the one hand, the overall amount of the Organization’s Regular Fund budget; and on other, determination of the amounts of the quotas which member states will contribute to the financing of OAS operations in 2012.  

As in recent years, once the General Assembly in San Salvador has determined both the overall budget level and the quota level, I will submit, for consideration by the Permanent Council and by the Preparatory Committee of the Special Session of the General Assembly, to be held at the end of October, my program-budget proposal for 2012.  I hope also this year, for the first time, to include a preliminary version of a results-based budget.

Present status of the Regular Fund

In order to elucidate the path we have chosen to address the serious and still unresolved problem of financing the Organization, we need to revisit the lamentably chronic imbalance between income and expenditures, in other words, between promptly indexed outlays and quota levels adjusted, at best, beneath the level of inflation.

When I began my administration in 2005, I promised not to increase the Regular Fund expenditure budget in real terms and proposed that quota income be adjusted yearly for inflation so as to cover the gap between income, which remained fixed for years, and recurring costs, which continued to climb.

In three of the past six years, Regular Fund quotas rose moderately, but not enough to cover the difference between quotas and expenditures. 

Both the adjustments for inflation and the demands issued in the numerous mandates from the member states required, as I indicated in my presentations of previous years, that by 2010 we would finish using resources from quotas in arrears from prior years, without, however, managing to close the structural deficit gap the Organization has been carrying since at least 1995.

We made certain to note, a few years ago, that resources from quota arrearages and the reserve would only allow us to cover Regular Fund expenditures for about five years. 

That proved to be true, and in 2010 we had to face a drastic budget cut that required the separation of over 60 staff members and the elimination of 45 Regular Fund posts to achieve a reduction of nearly $5 million in the budget adopted for 2011.

That adjustment process, for obvious reasons, was not at all easy. So as not to disrupt the areas that required priority attention, it was necessary to shift posts and people among programs and secretariats.  

At other international institutions, and on prior occasions at the OAS itself, budget cuts were traumatic, with staff assemblies, work stoppages, strikes, pressure from governments, and Administrative Tribunal cases.  Nevertheless, our budgetary adjustment process in 2010, carried out in close coordination with all the secretaries and directors, was completed in less than six months and in the least traumatic way possible, so much so that to this day no case has been brought before the Administrative Tribunal on the matter. 

Although the staff reduction carried out in 2010 allowed us to begin this year within the number of posts approved for 2011, recent cost projections stemming from adjustments adopted by the United Nations, for both general services and professional staff, significantly exceed the figure estimated by the Secretariat and approved by the General Assembly at its special session last September to cover Regular Fund personnel costs in 2011. 

It is for that reason that once again, in order to keep human resource costs within the limit of 64% of the Regular Fund budget level, this year, 2011, we are obliged to cut the Regular Fund personnel budget by $1.4 million.

This then forces us to undertake a new cut, which we expect to achieve by laterally transferring about 20 posts occupied by staff under short-term contracts, from the Regular Fund to specific funds or to the Indirect Cost Recovery Fund (ICR).

The 45 posts we had to cut in 2010, plus the 20 to be cut in 2011, will bring to over 250 the number of posts removed from the Regular Fund since 1995.

Ladies and gentlemen, Ambassadors and Representatives, certainly it will not escape your attention that these measures represent another considerable sacrifice within the Secretariat to carry out the Organization’s activities with fewer resources.  At the same time, it also revives a situation that, unsurprisingly, is no less pressing: as we have said before, the only way to truly reduce the Organization’s costs–if that is the path ultimately chosen–is to reduce its mandates, a decision that falls to the Permanent Council and the General Assembly.

Specific funds 

Including the specific, voluntary, and services funds, again in 2010, Regular Fund income accounted for less than 50% of the resources raised by the General Secretariat.

Given that not all contributors to specific funds operate under a single international cooperation mechanism, at present it is difficult to plan the Organization’s activities in the medium term in an integrated matter. 

Although we have made significant progress with Canada and Spain in consolidating a medium-term strategy---and in that regard we should especially acknowledge the efforts of both those countries—this has not corrected a now-endemic problem of the Organization: the closer pegging of funding to specific goals forces us to recruit staff on a more uncertain basis and, above all, makes it impossible to keep more qualified personnel for a prudent training period, which in turn tends to water down institutional identity.

This marked tendency to finance the institution with specific fund contributions has begun to raise concerns among some delegations because of its possible repercussions, over the long term, for the Organization’s strategic priority-setting.

So we must continue to strengthen the Regular Fund, our main multilateral fund for meeting the needs assigned to us by the General Assembly.

Property management

Finally, I must not fail to mention an area in which a number of studies have been submitted for consideration by the policy-making bodies. Options have been analyzed, courses of action have been proposed, and yet, after several years, no progress has been made. Despite all our efforts, we have not taken decisions that will allow us to stop the deterioration of this Organization’s real property.

We are aware that it is our responsibility to see to the physical integrity of this valuable real property. I am not going to reiterate today the proposals recently made to this Council.  I only beg you to take a decision on the sale of the Casa del Soldado so that we may make the truly urgent repairs our real property needs before we are forced to regret some dramatic accident. In one way or another, we must move forward on this.

These comments, then, reflect the fact that we have yet to face up to decisions that transcend short-term solutions. As stated last week by the Chair of the Board of External Auditors to this Council, when presenting his report on the Organization’s financial position at the close of 2010, difficult decisions, as he put it, must be made so as to bring quotas in line with the expenditure budget and arrest the endemic erosion of the Organization’s budgetary situation. In other words, we must reverse the tendency that will lead us inexorably to adopt even more drastic measures that could extinguish the operational capacity of the Organization and its priority programs.

In short, and in accordance with recent expressions of intent by some member states and the specific recommendations on the matter by the Board of External Auditors, the General Secretariat proposes that the Preparatory Committee and the General Assembly give favorable consideration to:

1.
Fixing the Regular Fund program-budget level for 2012 at US$87.9 million;

2.
Setting total net Regular Fund quotas at US$83.1 million;

3.
Financing US$2.3 million with resources from the recovery of indirect costs from projects financed with external funds and US$341,000 from FEMCIDI for technical and administrative support; 

4.
Financing US$2.2 million with resources from other revenue (interest, rentals, and amortization);

5.
Adopting for the 2012-2014 period a mechanism that would adjust the total quotas up to a maximum of 3% per year solely to cover inflationary increases in the Regular Fund.

This financing proposal, based on the budget level approved for 2011, represents an adjustment of 3% applied both to the total amount of the Regular Fund budget and to the total quotas for 2012.

Before closing, I would like to emphasize an important factor that has facilitated the difficult decisions on these budgetary matters. It is the initiative, which culminated in 2007, of adopting a mechanism that allowed an adjustment every three years of the percentage according to which each member state contributes proportionally to the Regular Fund.

[image: image2.wmf] 

PERMANENT COUNCIL

 

Just as we managed, in 2007, after long and constructive negotiations, to reach an agreement to adjust the quota percentages periodically and proportionally, it would be wise for the General Assembly to adopt a similar mechanism for the 2012–2014 period that also adjusts the total quota amount up to a maximum of 3% per year, solely to cover inflationary increases in the Regular Fund.

These measures, while still palliative, would at least allow us to continue in the direction recommended by the External Auditors and help to resolve the problem of financing the Organization, although still not in a structural fashion.

The time is right to achieve rational resource management so as to ensure that this valuable institution can continue to improve its capacity to maintain peace, promote democracy, safeguard security, protect human rights, and ensure that development reaches all citizens of the Americas.

Thank you very much.
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