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29 October 2004

Excellency: 


I have the honor to address Your Excellency and, pursuant to AG/RES. 2059 (XXXIV-O/04), to present to the Permanent Council the Report on Funds Raised in the12-month period ending on June 30, 2004.


Accept, Excellency, the renewed assurances of my highest consideration.


Luigi R. Einaudi


Acting Secretary General

His Excellency

Ambassador Aristides Royo,

Permanent Representative of Panama to the OAS

Chair of the Permanent Council

Washington,D.C.
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REPORT ON FUNDRAISING

COVERING THE12-MONTH PERIOD ENDING ON JUNE 30, 2004
(Presented by the General Secretariat pursuant to AG/RES. 2059 (XXXIV-O/04)
1. Background
AG/RES. 2059 (XXXIV-O/04) requested the General Secretariat to:
“To instruct the General Secretariat to provide a detailed report to the Permanent Council by October 31, 2004, on the amounts obtained by each dependency of the General Secretariat and of all other organs and entities financed in whole or in part by the Regular Fund.  This report should cover the 12-month period ending June 30, 2004, and should include the following information: list of all dependencies and entities involved in fundraising efforts, including any foundations raising funds on behalf of the OAS and its programs, amounts raised, both cash and in-kind, sources of the funds amounts raised, both cash and in-kind; sources of the funds raised; breakdown of cost incurred by the Regular Fund, in terms of personnel and other expenses, to pursue fundraising efforts and to execute programs financed by the funds raised.”
2.
Historical Perspective
Regular Fund: The last six years have shown a decline in resources from an approved budget of $88 million to $76 million.  This decline represents a decrease of 13% in nominal terms and 24% in real terms.
Specific Funds: In contrast to the Regular Fund, the last six years have shown an increase in specific funds resources from $13 million to $70 million representing a 400% increase during this period.
Technical areas have observed that the increase in specific funds are a direct result of decreasing resources available from the Regular Fund and a simultaneous and steady increase in the number of mandates received from the member states.  For example demining efforts which have responded to GA resolutions dating from 1996 are solely financed by specific funds.
3. Assumptions - Clarifications
Relationship of the Regular Fund costs column vs. cash received column
This relationship is inexact, as there is only a tenuous relationship between a Regular Fund dollar of this year’s budget spent and the cash received.  Regular Fund expenditures are an investment in fund-raising activities and relate to either agreements that have not yet been signed or to maintaining an entire agreement rather than the portion of cash received during the year.  Further, all expenditures, just as is the case with NGO and other public sector activities such us UNDP, do not necessarily result in a contribution/award.
Cash contribution column:
The cash contribution column includes only specific fund amounts collected during the period, not the total amount raised and/or secured through agreements with donor agencies, and for which a cost in the Regular Fund was incurred.
New agreements secured through fund-raising efforts that did not receive a contribution during the period have also been excluded from the contributions received column.  Likewise, projects or initiatives not receiving a contribution during the period, but that incurred costs in terms of efforts to execute existing balances, were not included. 

Cost to Regular Fund column:
Nonetheless, the Regular Fund costs listed include estimates for fund raising and execution of specific funded projects, regardless of whether the efforts resulted in the receipt of a contribution during the period.
Consequently, it would be inaccurate to conclude that the amount of Regular Fund costs are for the cash received, as neither the full amount of the agreement is shown, nor efforts that did not result in the receipt of a contribution.
For example in the case of the Inter-Sectorial Unit for Tourism (page 1), the contribution by the United States AID during the reporting period is $1,302,850 and the Regular Fund’ person hours associated with the fund raising is $47,489.  Therefore, the Regular Fund cost of $47,489 in fact relates to the execution of a $3,200,850 contribution (the total amount of the award), rather than the $1,302,850 received.  Said differently, the Regular Fund related costs are supporting a contribution greater than that shown in the cash contribution column.
a. The difficulty in matching Regular Fund costs is found both in the resources devoted to fund raising as well as executing the contribution.
A better approximation of the Regular Fund costs associated with a specific fund agreement would have to take the duration of the agreement and identify Regular Funds costs incurred throughout the entire process.  As the life span of agreements is different for each project and may range from months to years, capturing a direct relationship between Regular Fund costs and specific fund contributions raised and executed, becomes difficult.  This is particularly so when, as it exists in a number of cases, a mixture of regular and specific fund sources supports individual activities being executed.
b. Regular Fund contributes to specific funds in areas where there is are no direct contributions
There are some Departments that utilize Regular Fund resources and receive no specific fund contributions.  For example the Inspector General’s office allocates its person hours to audits of specific activities and receives no contributions to this end.  Another example is the Department of Legal Services that dedicates significant resources to the support of specific fund administration of resources and for which it receives no direct specific fund contributions.
c. Included are areas of the Secretariat that raise external funds of a different nature, which may not be applicable to this exercise.
There are specialized bodies and dependencies of the General Secretariat that are structured in such a way that their funding comes from either membership fees or subscriptions, cases in point, the Inter-American Telecommunication Commission and Americas Magazine.  These areas maintain that membership fees or income derived from the sale of magazines do not fall under fund-raising activities. 

4. Methodology to collect information
a. Each dependency of the General Secretariat was requested to estimate Regular Fund financed person-hours dedicated to fund raising and execution of specific funds.  The person-hours were quantified based on total costs to the Regular Fund for the staff member.  The amounts appearing under Regular Fund are therefore, estimates provided by the Technical areas as there is no systematic accounting methodology to track the allocation of person-hours to each activity.
b. In-kind contributions are comprised of the counterpart’s contribution (donor) in the form of facilities, equipment, and person/hours.  The valuation of these products and services is provided by the donor and as such does not follow a consistent methodology.  The General Secretariat neither verifies nor validates the amounts shown in the chart attached.
c. The real estate and utilities cost allocation was calculated using the same percentage of labor costs dedicated to specific funds.  For example if an area devoted one full time individual to specific fund activities, and the area employs 10 staff members, 10% of its real estate and utility costs are allocated towards specific fund activities.
5. Suggested interpretations
In order to more fully arrive at an interpretation of the data shown it may useful to highlight some underlying concepts.
What is the objective of specific funds?
Article 73 of the General Standards states:
Specific funds are made up of special contributions, including those received without purposes and limitations specified by the donor, from Member States and permanent observer states of the Organization and from other member states of the United Nations, as well as from individuals or public or private institutions, whether national or international for the execution and or strengthening of development cooperation activities or programs of the General Secretariat and other organs and entities of the Organization (emphasis added) in accordance with agreements and contracts entered into by the General Secretariat in exercise of the powers conferred under the Charter
Specific fund contributions are negotiated with the final intent of furthering the mandates handed down by the member countries.
What role does the Regular Fund serve in fund raising and executing specific funds?
In order to attract specific fund contributions the General Secretariat must show its counterpart contribution.  The Regular Fund in this regard serves to leverage counterpart contributions in the form of person-hours (professional expertise), facilities, a financial environment that guarantees the donors the stewardship, accountability and transparency in the use of its funds, and generally the goodwill and high standing of the OAS.  In this regard the Regular Fund serves as an essential source of seed funds that enable the General Secretariat to obtain the necessary supplementary funds to execute mandates and to compete effectively with other international organizations for resources.
Are there contributions from specific funds to the Regular Fund?
As a rule, specific fund contributions are executed based on bilateral agreements.  In this context, execution is oriented towards attaining specific activity objectives, i.e. electoral observation, a meeting, etc.  Notwithstanding, the activity’s operating budget usually allows for administrative support, which in turn may be shared among many activities in a Unit or Department which coordinates Regular Fund activities.
Further to Article 77 of the General Standards, interests earned on specific fund cash balances are used towards technical and administrative support of specific funds.  In addition, Article 79 of the General Standards calls for specific funds to cover these costs.
As a general rule specific funds cover their costs by including in their budget a line item for technical and administrative support.
This line item is used to defray the costs of personnel contracted to support the execution of the activity and to cover related indirect expenses, including those of Management which in turn are distributed through mutually agreed upon mechanisms.
What is the significance of the use of Regular Fund resources towards specific funds’ activities?
· The Regular Fund serves as the counterpart to specific fund contributions and in this context complements the ability of the General Secretariat to fulfill the mandates of the member countries.  The Regular Fund “costs” in this context should be understood more as an investment towards the ability of the technical areas to raise funds for execution of mandates handed down by the Member countries.
· There are mandates handed down from member’ countries that are not associated with Regular Fund approved budget lines.  These mandates can only be fulfilled through contributions of specific funds.  As mentioned earlier, demining is a prime example of a mandate not financed by the Regular Fund that derives its funding from specific fund sources.
· In essence, the regular budget bears a relationship not just to the mandates executed by its resources but to the execution of all resources managed by the General Secretariat including specific funds and trust funds (not included in this report as they are not external resources, i.e. Rowe Pan American Fund, Medical Self Insurance Fund).
Are the member countries receiving their return on investment?
If the Regular Fund cost is viewed as an investment towards raising external funds to execute mandates, the relevant question is whether the investment is paying off.  The answer to this question lies in the priorities the member countries assign to the various mandates each of the technical areas executes and ultimately to the mission of the OAS as an organization.  Further, the growing prestige and presence of the OAS when it has the resources to actually respond to mandates received should indicate that in many cases this is affirmative.
6. Final Note
The information presented in this report represents the data provided to this Department as of October 28, 2004.  Some information was not provided, as identified in the accompanying spreadsheet report.
http://scm.oas.org/pdfs/2004/cp13535E.xls
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