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Organization of American States 






Washington, D.C.

The Acting Secretary General

December 20, 2004

Excellency:


I have the honor to address Your Excellency to transmit to you the revised version of the approved program-budget for 2005, as provided in resolution AG/RES. 2059 (XXXIV-O/04).


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


Luigi R. Einaudi

His Excellency

Ambassador Aristides Royo

Permanent Representative of Panama

  to the  Organization of American States

Chair of the Permanent Council

Washington, D.C.

MESSAGE FROM THE ACTING SECRETARY GENERAL
In keeping with resolution AG/RES. 2059 (XXXIV-O/04), I am pleased to present to the Permanent Council the proposed revised program-budget for fiscal year 2005
/.

The initial budget for FY 2005 was approved in June 2004 at the thirty-fourth regular session of the General Assembly, in Quito, Ecuador.  In the budget resolution, the member states directed the Secretary General to reorganize the Secretariat and present a revised budget necessary to put the reorganization into effect.  This process began with the publication of Executive Order 04-01 (EO 04-01) on September 15, 2004, followed by the issue of corrigendum 1 on October 13, 2004.  I am in the process of preparing additional changes to EO 04-01, which I shall communicate in due course.
The Council will therefore appreciate that this budget is being presented at a time of ongoing reform, and may be adjusted during its execution.  A number of decisions still need to be taken, not only on how to fund the new areas which have been established, but also on how to rearrange funds in the previously existing ones.  
Since assuming the functions of Secretary General on October 16, 2004, I have striven to ensure workable development of the structural change and fiscal efficiency sought by the member states.  The changes introduced by former Secretary General Rodríguez have led to significant advances in reducing the overall impact of personnel costs on the Regular Fund.   The total number of positions financed by the Regular Fund has been reduced from 528 to 522.  There are no more Assistant Secretary positions, and all 11 former Senior D-2 Director positions have been eliminated.  Department-level Directors are all at the D-1 level -- two pay grades below their prior levels.  Of the 23 D-1 positions that existed prior to the reorganization, most have been recreated at the P-5 level, and the rest have been eliminated.  Moreover several offices or units were either merged into single entities or have become part of larger departments
/.
These efforts are expected to generate approximately $1.8 million during 2005.  These savings should allow the meetings of the Permanent Council to continue uninterrupted through the end of 2005, despite the fact that only 10% of the cost of these meetings was included in the initial 2005 budget.  In addition, these savings should allow the General Secretariat to absorb projected 2005 cost-of-living increases beyond the level established in the initial 2005 budget.
What has been achieved thus far, however, does not stem the imbalance presented by increasing mandates and market-driven costs vis-à-vis a stagnant budgetary appropriation.  This difference between approved budgetary appropriations and the cost of the tasks expected to be accomplished with those appropriations has increased over the past nine years.  With neither fresh resources nor the ability to offset inflation, we are left without the capacity to implement the growing spectrum of mandates from the Heads of State and Government.  In addition, we no longer have the financial flexibility in the Regular Fund to react to unforeseen and urgent political requirements – a reality that makes our responses dependent on those governments which are able to provide the needed funds in the form of specific contributions.
Most importantly, the savings achieved by the restructuring process thus far are not sufficient to address the increased operating requirements of the various areas of the Organization for either 2005 or 2006.  For example, the human rights system has been underfunded for years, and now virtually all departments, including security, democracy, the General Secretariat’s offices in the member states, as well as human rights, all lack adequate resources.  While the directors of these important areas may be able to take some measures to suit changing requirements, they can only do so by drawing from the amounts already allocated to them, most of which go to meeting personnel costs, which are not immediately changeable.
The liquid resources available to directors, the program funds in objects 2-9, have been steadily cut over the years to the point where some areas cannot make international telephone calls, purchase office supplies, travel to meetings, or pay for studies or specialized short-term services.  
We have received requests for additional funding requirements from almost every area of the General Secretariat.  The total amount of the additional requests, some $17.2 million, represents the amount which the Directors of the Organization believe is necessary in order for them to perform their duties at levels that are modest but effective
/.  Acceding to these requests would mean an annual Regular Fund budget of $92.9 million, not of the current $76.2 million.  Yet even a budget of $92.9 million would only restore the purchasing power the Organization had in 1996-1997, several years before the Second Summit of the Americas, in Santiago; the Quebec City Summit; the impact on the Organization’s work of the September 11 attacks; the Inter-American Democratic Charter; the Declaration on Security in the Americas; and the Special Summit of the Americas, in Monterrey.   In 2005, the election of a new Secretary General will bring additional expenditures.  We estimate that costs associated with the 2005 transition will require an additional $1.8 million supplemental appropriation, which fortunately can be drawn from the Reserve Subfund without impairing scarce Regular Fund resources.
The General Secretariat is now drafting the proposed 2006 program-budget for submission in early March 2005, in keeping with the timelines established in the General Standards.  That budget will require decisions on how to make up the 2006 shortfall, estimated to be $1.9 million.  As in years past, the Subcommittee on Administrative and Budgetary Matters of the Preparatory Committee of the General Assembly will face an all too familiar set of difficult options: further reduce the Secretariat’s Regular Fund non-personnel spending and payroll, or raise quota contributions.
Some have suggested that the percentage of personnel costs in the program-budget and the remuneration paid to the Secretariat’s staff is excessive and must be further reduced.  I disagree.  My reasons are several.  
First, the work of the Secretariat is inherently labor-intensive. Take for example one of the Organization’s most sought after products – meetings.  Meetings, even in national settings, are universally known to be highly labor-intensive.  In the case of the General Secretariat, which must operate multinational meetings in four languages to the standards set by its 34 member states, the agreements, coordination, and support required are far more complicated, including, as they must, unique problems of jurisdiction, precedence, documentation, and scheduling.  In fact, most OAS products are labor-intensive.   They include advisory services, evaluation, coordination, negotiation with counterparts and contractors, supervision, proposal writing, technical advice, procurement, payment of invoices, and the preparation of final reports.   None of these activities can be performed by machines.  They require people – and not just any kind of people.  Rather they require highly trained professionals and support personnel who are willing and able to leave their homes and other commitments at a moment’s notice to render quality services in any corner of the Hemisphere where the Secretariat needs them.   
Second, the Deloitte & Touche study, which we were asked to take into account in proposing the Restructuring Plan, noted that the staff of the Secretariat was not overpaid.  Indeed, it concluded that the remuneration for functions performed was “average” when compared to that paid by comparable institutions.  Notwithstanding that finding, we took the decision to lower the salaries of the Secretariat’s managers in trust positions.  Already, we are seeing that the decision, while successful in lowering our costs, is making it more difficult to recruit the candidates we want from outside the Organization to fill key vacancies at the director level.
I cannot therefore recommend additional reductions in salary and benefits for the purpose of reducing personnel costs.  Such reductions are not the answer to our budgetary problems.   They would only further reduce the ability of the Organization to provide the member states with the services and products they seek and with the timeliness and quality needed to be effective.
INCREASE IN QUOTA CONTRIBUTIONS
The Organization cannot continue to operate with a policy of zero budgetary growth which is compounded by a persistent loss of purchasing power caused by changing market conditions.  The simplest fix would be a substantial quota increase.  As noted above, even an increase of 25% would merely restore funding to 1996-1997 levels.  There are at least three other alternatives, in addition to the options on how to fix inequities in the quota system presented to the CAAP in documents CP/CAAP-2673/03 and CP/CAAP-2718/04.  The first would be to increase quotas by linking increases specifically to desirable results; the second would be to adopt an increase based on a hemispheric inflation average; and the third would be to focus our priorities and reduce the number of programs eligible for funding.
The first alternative would be for the Secretariat to submit to the member states a proposal for a results-based budget which would allocate resources to predefined mandates or objectives on the basis of performance indicators. Should this methodology be approved, the Secretariat could begin to identify particular mandates and adjust our limited resources accordingly.  The member states may wish instead to consider a quota increase that adjusts for inflation, but one which would recognize that we are a regional organization and should not base our inflation adjustments solely on the U.S. economy.  Under this second scenario, the Organization could consider a formula based on an average inflation rate for the Hemisphere that takes into account the economic situation of all our member states.  Finally, whether or not a quota increase is approved, the member states could also alleviate the budgetary imbalance by reducing the number of activities to be undertaken with our limited resources, placing greater focus on those of greatest priority.  
The Heads of State and Government at the Special Summit of the Americas, in Monterrey, Mexico, in January 2004, were informed that new mandates should “be accompanied by renewed confidence on the part of these countries in their own regional institutions, along with an increase in their budget allocations.”
/
THE PROPOSED PROGRAM–BUDGET
Object 1 – Personnel expenses 

The amount proposed to cover object 1 personnel expenses in the Regular Fund for 2005 is being reduced from US$50,474,200 to $49,481,700.   Funds earmarked for the funding of several posts in the professional category have been reprogrammed to create other general service and entry-level professional positions that would fulfill more immediate human resource needs. 

Objects 2 to 9 – Non-personnel expenses
The original approved budget for 2005 totaled $ 25,801,300. As a result of adjustments made in the course of the revision the new level reached $26,793,800. Incremental adjustments are earmarked for the funding of conference services, including essential language services requirements for the Permanent Council. 

Financing

The sources of funding will be the same as in the originally approved budget as follows: 

Quotas:
$73,727,100

Contributions for technical supervision and administrative support:
1,223,400

Rental income from the GSB building:
500,000

Revenue from leasing the Hall of the Americas:
50,000

Interest income:
650,000

Other income:
125,000

Total
$76.275.500
In conclusion, and in keeping with AG/RES. 2059 (XXXIV-O/04), I am pleased to submit a detailed revised version of the approved program-budget for 2005 in a format similar to previous years.
Luigi R. Einaudi

Acting Secretary General

Organization of American States
December 20, 2004
http://scm.oas.org/pdfs/2004/CP13729E-I.xls (Appendix I)
http://scm.oas.org/pdfs/2004/CP13729E-II.xls (Appendix II)
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�.	The proposed revised program-budget for fiscal year 2005 can be seen on the Internet at � HYPERLINK "http://www.oas.org./budget" ��www.oas.org/budget�.


�.	For a description of the changes between the old and new structures of the Secretariat, including changes in the number of posts and object 2-9 resources allocated for each area, please see Appendix I.


�.	A summary of the additional budgetary amounts requested by each area is contained in Appendix II.


�.	Executive Summary, Advancing in the Americas: Progress and Challenges, Summit Report 2001-2003, p.8.








PAGE  

[image: image3.wmf]PERMANENT COUNCIL

_953622076.doc




PERMANENT COUNCIL



