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QUOTAS OF MEMBER STATES TO THE REGULAR FUND:

Detailed analysis of the proposal submitted by the Chair at the informal 
CAAP meeting held on February 16, 2005
1. Background

Originally, the Pan American Union determined a scale of contributions on a per capita basis that–at least as far back as the 1925-26 budget–corresponded to US$1 per 1,000 inhabitants and gradually went up, reaching US$2.25 in 1946-47.  However, when the OAS was established, in 1948, its Charter mandated that contributions be based on the capacity to pay (Art. 55).  This principle was first applied for the quotas for the 1949-50 fiscal year.
  

When the member states deliberated about how to implement Article 55 of the Charter, they concluded that the yardstick to measure the capacity to pay of OAS member countries should be the quotas assessed to the OAS member states in the UN.  As in the OAS, the UN had decided (in Article 160 of its Regulations) that quotas ought to be based on the capacity to pay of each member state, within a range determined by predefined values for the maximum and a minimum quota.  In the 1949-50 OAS budget, the United States quota was 71.59%.  On December 21, 1949, the Council of the OAS (which performed the functions of the General Assembly and the Permanent Council today) adopted a report by its Financial Committee on the bases for financing the Pan American Union (the equivalent of today’s General Secretariat).  That report established a new distribution of quota assessments based on UN quotas with a ceiling of 66% and allowed a period of three years (1950-51 and 1952-53) for quotas to be adjusted accordingly.  The lowest quota was 0.2%.

It is important to remember the arguments for basing the OAS scale of quota assessments on that of the UN more than half a century ago, because they are still valid today:  In the above-mentioned 1949 report of the Financial Committee report to the Council, the instruction to take into account studies carried out by the United Nations (Resolution VI of the Ninth International Conference of American States, held in Bogotá in 1948) had already been construed to mean that the OAS scale should be based on that of the UN because:

 the efforts that have been made by the United Nations to date, and those to be made in the future to perfect its quota system, will be technically more complete in that organization than in ours, and that we may very well derive some profit from the experience of the United Nations without needlessly duplicating what it has already done...  The General Assembly has unanimously adopted the United Nations formula, which of course included the votes of the twenty-one American States who are members of the Organization of American States. This is evidence of the general acceptance of the principles on which the formula is based, and it also probably recognizes that, in spite of imperfections the formula is the best available at the present time.

The first General Assembly resolution to set the scale of quota assessments (for fiscal year July 1970 to June 1971) established assessments that ranged from 0.08% (Barbados) to 66% (United States).
 Those limits are currently set at 0.02% and 59.47%, respectively, in a scale that includes a contribution for Cuba, although no quota payment is currently assessed to Cuba.

Until 1977, the OAS quotas were adjusted whenever the UN quota scale changed or a new member joined our Organization.  The last such adjustment occurred that year, to redistribute the quota reduction that resulted from the incorporation of four new members (Antigua and Barbuda, Dominica, Saint Lucia, and Saint Vincent and the Grenadines). After that, they were effectively frozen and since that time, no changes in the UN scale have been incorporated into the OAS quota scale. The freeze of the quota scale in 1977 came about in the context of discussions on a new scale that originated with the proposal made by the delegation of the United States at the sixth regular session of the General Assembly, in 1976, to lower the maximum quota.

In 1981, the General Assembly took a formal decision to keep the quota freeze in force pending agreement on a formula for a new scale.
  As a result, when later Bahamas (in 1982) and Saint Kitts and Nevis (in 1984) became members, their quotas were calculated on the basis of those of the UN and included in the scale, without adjusting the quotas of the other member states.  As a result the quota scale added (nominally) to more than 100% from 1982 to 1991.  

Thus, from 1949 to 1977, the OAS scale was calculated (and automatically adjusted annually, as needed) on the basis of the quotas assessed to OAS member states at the UN, by setting the quota for the U.S. at 66% and distributing the remaining 34% among the other OAS member states in proportion to their quotas at the UN, with the minimum quota set initially at 0.2% and gradually reduced to 0.08%, 0.07%, 0.03%, to its current value since 1990 of 0.02%.  The system also included an adjustment to ensure that the per capita contribution of any country would not exceed that of the United States.  This ceiling on per capita assessments was also part of the UN methodology, but was discontinued in 1977.

For another 13 years (1977-90) the issue of the OAS quotas was intensely discussed, without reaching any consensus.  It was only in 1990, when Canada became a member, that a new scale was approved.
  This new scale also took into account the fact that Belize and Guyana (the two latest members) would join in 1991.  Unavoidably, by 1990, distortions had been building into the OAS scale because of the intervening 13 years during which the OAS scales had not been adjusted to take into account changes in the relative capacity to pay of member states.

In the deliberations leading to the 1990 General Assembly, the Secretariat provided information to the member states on what the OAS quotas would be, if the historic methodology–based on the quotas paid by OAS member states in the UN were applied.  But, unfortunately, AG/RES. 1073 did not adopt what would have been the resulting scale.  That Resolution had, in retrospect, two weaknesses:  (a) The scale adopted was not based on an objective formula, but on the give-and-take among the delegations of member states, and (b) It provided no mechanism for the periodic adjustment of the scale to reflect changes in the relative capacity of Member states to pay over time.

The scale approved by the General Assembly in 1990 established a four-year transition period, by setting the scale for 1994 and interpolating, from there, the scales for the years in between (1991, 1992, and 1993).  Although this suspended the discussion of this issue for a few years, it resurfaced in 1996, as member countries began to call again for the need to review the scale in order to comply with the mandate of the Charter of reflecting the capacity to pay.  Formally, the issue was retaken by the CAAP in 1998.
   In spite of intense discussions between 1998 and 2000, that included a presentation to the CAAP by the Chief of the UN Contributions Service, Mr. Marc Gilpin,
 the member states were unable to reach agreement on a new quota system, but reported that:

 …there appeared to be consensus in the course of the working group’s deliberations that nothing would be gained from trying to “reinvent the wheel,” and that the quotas contributed by countries to the budget of the General Secretariat of the United Nations are a legitimate indicator of “the countries’ capacity to pay” (given that the United Nations also bases its quotas on capacity to pay, based on the aggregate level of the economy measured by the gross national product, with an adjustment to lower the contribution of those countries whose per capita income is below average or that have a larger external debt burden).  The methodology used by the UN to establish its scale of assessments is under constant scrutiny “with a view to making it stable, simpler, and more transparent while continuing to base it on reliable, verifiable, and comparable data...” There was also majority support, but not consensus, of members of the working group for relating the OAS quotas to those of the United Nations via a mathematical formula, which would make it possible to adjust them gradually in line with changes that the UN might make to its scale of quota assessments.  In this way the topic of quota assessments, which has been brought up every year (except for the 1991-1996 period), would cease to be a perennial subject of deliberation.
 

The General Assembly, in 2000, issued Resolution 1746 (XXX-O/00) (attached in its entirety as Appendix 1, on pages 19-20) that recognized 

the need to maintain the maximum quota and, considering the need to use the most recent quota scale of the United Nations as a basis for establishing the OAS quotas, resolved to adopt at its thirty-first regular session a quota assessment scale which is fair and equitable and which adequately reflects the member states’ ability to pay. 

 It also resolved that the new quota scale ought to be “determined by using as a basis the scale approved by the United Nations.”  
It has taken until now for CAAP to restart consideration of this issue.  On August 25 of 2003, the Chair of CAAP submitted a proposal for a new quota scale,
 based on those principles of consensus mentioned in document CP/CAAP-2523/00 corr.1 and the specific mathematical equation (the “sigmoid function”) described in the Repot submitted in 2000 by the Committee on Administrative and Budgetary Affairs on the Study on the Scale of Quota Assessments.
  That proposal used the quota scale tentatively approved by the UN for 2004-06, and included a three-year transition period. Except for the three-year delay, it is fully consistent with AG/RES.1746. At that August 25, 2003 informal CAAP meeting, the Secretariat was instructed to prepare the first version of this explanatory document.

2. Points of consensus
Based on the proposal of the Chair and the comments made at the August 25 and September 16, 2003 informal CAAP meetings, there seems to exist consensus on the need to establish a mutually-agreed mathematical formula that would allow the OAS quotas to be determined in an objective way and automatically adjusted in the future, in order to reflect changes in the relative capacity to pay of member states without having to reopen the consideration of this issue every few years.  

It would follow from the Charter that the ranking of quotas should correspond directly with the capacity to pay.  Except for countries that are assessed the lowest quota, if country A has a greater capacity to pay than country B, then the quota assessed to country A by that mathematical formula should be greater than that assigned to country B.

There also seems to exist consensus on the fact that the maximum and minimum quotas are a political–not a technical–decision and, in order to facilitate the search for a consensus on a new quota system, at least for the time being, the maximum and minimum quotas should reflect the proportion currently assessed to the largest and smallest contributors in the scale.

Also, member states seem to agree with the proposal of expressing the new quotas with three decimal places, instead of the current two.  The current scale goes, for example, from an initial value of 0.02% to 0.03%, without allowing for intermediate values; this change would permit a better graduation of quotas among smaller contributors.  The UN switched from two to three decimals for their quota scale in 1998.

There seems to be support to the proposal that, since Cuba is not a quota-paying member at this time, the quota scale should add up to 100% without Cuba.  This implies that the quota for the United States would be 60.217%,
 while that of the smaller contributor(s) would remain at 0.020%.
  This does not mean that Cuba would be omitted from the quota scale; after the quotas of the other member states, adding to 100%, are listed, Cuba’s theoretical contribution would be calculated and shown separately in the table.

3. Elements of the proposal

a. Use of the UN quota scale to measures the capacity to pay

The proposal under consideration follows the recommendation made by the CAAP in 2000 of using the UN quota scale as the yardstick of the capacity to pay of OAS member states.  This is not merely because the UN quotas of member states were used to determine the OAS quotas in the past, but more importantly, because determining the capacity to pay is a very complex issue that requires making many decisions that are not only technical but, to some extent, political.  Some of the most important are:

Although it is generally accepted that the term “capacity to pay” stands for the strength of a country’s economy, there are three main ways to measure it: gross domestic product (GDP), gross national product (GNP, also referred to as gross national income), and net national product (NNP, also called national income), but determining each of them requires many methodological decisions.  That is why UN member states have established a methodology for determining national account aggregates.

The UN moved from using NNP (less available) to GDP (more available, but less appropriate), before settling on the use of GNP as the yardstick to measure the size of the economy of its member states.

Those estimates are initially produced in the local currency of each country.  In order to use those GNP figures for international comparisons, they have to be converted to some common currency (usually, the US dollar).  This poses another set of technical questions about the choice of exchange rates (for example, if a country has several official rates, how to use them, but even if there is only one official rate, should it be used if that rate does not reflect the real purchasing power of the local currency?).  Although, as a general principle, the UN uses market exchange rates (or, when unavailable, official exchange rates), in a small number of very special cases, the UN, in consultation with the IMF and the World Bank, uses exchange rates estimated on the basis of matching purchasing power, to ensure that the figures provide the best estimate consistent with the goal of reflecting the capacity to pay.

It is not surprising, therefore, that (just to focus on Latin American and Caribbean OAS member states), although ECLAC, the IDB, the World Bank, and the UN Statistical Office regularly publish figures of the size of the economy of those member states, expressed in U.S. dollars, generally their figures do not coincide, for several technical reasons.  Also sometimes data on national GNP series fail to provide information for the latest years needed for the calculation, and the UN, in consultation with (in the case of OAS member states) its Regional Commissions (ECLAC), other regional organizations (mainly, the IDB), the IMF and the World Bank, has to produce its own estimates.

The GNP figures constitute the main element for determining the capacity to pay at the UN.  Since GNP (and the other indicators in the statistical base used for determining quotas) may fluctuate significantly from one year to the next, in order to reduce the effect of year-to-year fluctuations, the UN ha made a determination about how to average the annual GNP figures and the other indicators for calculating their quota scale.  After discussions going back to the beginning of the UN, since 2000 (with the approval of the 2001-03 scale of contributions), the UN has settled on the use of an average of the prior six years available, giving twice the weight to the data for the last three years.

Moreover, the UN also takes into account the fact that heavier indebted countries are likely to face more difficulties for securing the hard currency needed to pay their quotas.  Again, this element has been amply discussed, until settling on the dollar amount of the external debt balance of each country (provided by the World Bank) as the proper measure of indebtedness.  A certain percentage (12.5%) of the external debt is actually deducted from the GNP of countries with below average per capita income at this stage of the calculation.

Furthermore, a determination has been made by the UN to adjust the resulting quotas in order to reduce proportionately the contributions of countries whose per capita income, after adjusting for the debt burden, fall below a certain threshold.  By how much their national income should be adjusted is, again, a political decision.

The next step in the UN calculations corresponds to the redistribution of the reductions made in the two previous steps among the member states (excluding the largest contributor) in proportion to their GNP figures.

Finally, the UN makes a decision on the level of the lowest quota.  In the case of the UN, this floor is 0.001%.  Since this has the effect of increasing some quotas, the difference is redistributed as a proportionate reduction on the quota levels of remaining countries (except, again, the pre-established level of the main contributor).

Once the UN quota scales are approved for a triennium, changes are made only in very special circumstances.  In the case of the 2001-03 UN scale, as explained in the Report of the Committee on Contributions, the only changes were the reduction of the quota for Afghanistan (from 0.009% to 0.001%) and Argentina (from 1.149% to 0.969%) in 2003 and the incorporation of Switzerland (with a quota of 1.274%) and Timor-Leste (with a quota of 0.001%).  Those changes did not affect the nominal quotas of the remaining UN member states; thus the quota scale for the UN for 2003, after those changes, added up to 101.087% instead of 100%.

The UN also had, between 1986 and 1994, a complex ceiling on the magnitude of the change of the quota for any member state from one scale to the next, but this “scheme of limits” was phased out in the 1998-00 scale.

The application of the UN methodology can be followed, step-by-step, in Annex III of the Report of its Committee on Contributions.
  Although the resulting quotas for the UN member states for 2004-06 were not official, they reflected the consensus of the delegates at that political body in what is the last stage prior to the final decision by the UN General Assembly, later that year.

The recommendation of continuing the tradition of using the UN figures as the measure of the capacity to pay for determining the OAS quotas is fair and reasonable mainly because if the OAS had to produce its own indicator of the capacity to pay of its member states, the process would require voluminous data and complex political decisions that would be costly and time-consuming to try to duplicate.  The UN establishes their quotas on the basis of the specific goal of best reflecting the capacity to pay of all its member states.  It also is continually monitoring ways to improve its methodology.  The recommendation to use the UN scale of contributions was not only made by the Chair in his August 25, 2003 proposal, but also by the member states at the latest time this issue was studied, in 1998-00
 and, in fact, as already indicated, was applied by the OAS since the OAS began.  The use of some other less widely used indicator or set of indicators instead of the UN quota scale would invite the reopening of discussions every time the quotas are revised.

It can be argued that the UN, with its 192 member states, is a very different universe than the OAS with its 34 paying-members.  Although this is true, it does not invalidate the use of the quotas assessed to OAS member states in the UN as the yardstick to measure their capacity to pay.  Column A of Table 1 (on page 15) shows the quotas for OAS member states in the approved 2004-06 UN quota scale, ranked from smaller to largest.  The ranking of OAS member states shown in column A does not depend on the quotas assessed to the other UN member states that are not OAS members, only on the values of the variables considered (as explained above, the GNP, with adjustments for the level of indebtedness and per capita income) for the OAS member states, and the limit set by the UN on the minimum quota.
  Unless there were a reason to assume that it would be improper to use the same variables and adjustments included in the UN calculations, the rating would be the same if the OAS independently did all the work that is already been done by the UN.  In other words, if column A provides a proper ranking of the capacity to pay of OAS member states at the UN, their ranking in the OAS scale should be the same.  This was accepted for the whole thirty-two year period (1949-81) during which the OAS quota scales were routinely adjusted to correspond to the ranking of OAS member states’ quotas at the UN.

Column B of Table 1 shows the corresponding quota in the scale in effect at the OAS since 1994.  The fist striking fact is how countries that are ranked at the same level in the UN for the years 2004-06, in terms of their capacity to pay (column A), often have very different quotas in the current OAS scale, that was approved 13 years ago.  Eight OAS member countries have been assessed the lowest quota (0.001%) in the UN scale; of those eight, four also were placed at the lowest level in the scale of the OAS (0.02%), but two pay 50% more (their quotas are 0.03%) and two pay 355% as much (their quotas are 0.071%).  Similarly, of the two member states paying 0.003% in the UN, one pays 0.02% and the other, 0.071% at the OAS.  Also, two countries are tied in the UN scale at 0.019%, but their current OAS quotas are apart by 38% (0.132% versus 0.182%).

A closer analysis of Table 1 shows that the reverse is also true (some countries pay the same in the current OAS scale, but their capacity to pay gets different rating in the UN).  For example, five countries contribute 0.182% each in the current OAS quota scale, but their quotas at the UN range from 0.008% to 0.035%.  One of the member states currently assessed a quota of 0.02% in the OAS pays three times as much in the UN than the other four.  As a final example, the quota of Colombia is less than that of Venezuela, that is less than that of Chile in the 2004-06 UN scale, but currently Chile has the lowest quota in the OAS of all three and pays only one-sixth of the quota of Venezuela.  Again, unless there were any reason to believe that the way the UN estimates the capacity to pay is somehow not applicable to the OAS, the logical conclusion is that the OAS is not honoring the principle that quotas should reflect the capacity to pay, and that this departure stems from the fact that, since 1981, the OAS has no mechanism in place for updating its quota scale to reflect changes in the capacity to pay.  The quotas for the OAS established prior to 1982 reflected the relative capacity to pay of OAS member states at that time.   Due, however, to differences in growth rates during the ensuing 21 years, they no longer do.  The fact that the 1990 General Assembly Resolution that approved the current quota scale was not based on an objective criterion and did not establish a mechanism for periodic revisions of the quota scale also contributed to the distortion that we now witness.

b. “Basing the OAS quotas on those of the UN” is not the same as “applying the UN quotas”

A key element of the proposal submitted by the Chair is to maintain the principle of determining the OAS scale on the basis of the quotas assessed to OAS member states at the UN.  This implies:

1. If two countries are assessed the same quota by the UN, they would be assessed the same quota by the OAS.

2. For OAS member states that are assessed different quotas at the UN, the OAS quotas would rank them in the same order (if country A pays more at the UN than country B, it would also pay more than country B at the OAS).

3. The OAS quotas of members subject to quota payments have to add up to 100%.

The application by the OAS of the UN quotas would require, in addition, that quotas between all OAS member countries would bear the same ratio between the UN and the OAS.  Since the quotas for OAS paying member states add up to 30.114% at the UN, this principle of proportionality would result in the scale shown in the last column of Table 1, where every individual OAS quota has been calculated by multiplying the corresponding quota in the UN (shown in column A) by 3.32071.

Although this calculation of the OAS quotas would be the simplest, it clearly departs from decisions taken and reiterated in the past by member states, and it seems extremely unlikely that the member states could entertain this resulting scale as a viable proposal.  To start, the minimum quota would fall from the current 0.020% to 0.003%, while the quota of the largest contributor would increase from 60.217% to 73.056%.  As indicated earlier, the minimum and maximum level, for the OAS, is a separate political decision, totally independent of what the UN does.  The Chair has proposed to maintain the current (effective) levels of 0.020% for the minimum quota and 60.217% for the maximum quota.

This is an important, but only one of several, decisions–both technical and political–that are faced by the member states taking into account the realities of the OAS, in order to arrive to a viable proposal.

Eight OAS member countries have been assessed the minimum quota of 0.001% at the UN and would, therefore, be subject to the lowest quota (0.020%) at the OAS.  The major contributor at the UN is also the major contributor at the OAS, and would pay 60.217%.  The main remaining question is how to determine the quotas of the other 25 quota-paying OAS member countries.  Although there is a technical part to the answer, namely that the quota of those 25 member states combined must add up to 39.623%
, there is also a political one.  The proposal submitted by the Chair is based on an idea that was favorably considered at the 1998-2000 round of discussion of the quota scale by the member states, namely the use of a mathematical formula that, on the basis of the quotas assessed to OAS member states at the UN, would run smoothly from the pre-established minimum to the pre-established maximum in such a way that the sum of the quotas would add up to 100% and the ratios of the OAS quotas among any two countries would not necessarily be proportionate to the corresponding ratios at the UN, but would still maintain the same ranking.  Therefore, the mathematical equation favored in the previous round (“the sigmoid function”) has been used to determine the OAS quota scale proposed by the Chair on August 25, 2003.

Also, because the magnitude of the implicit changes, this proposal of the Chair now revised by the General Secretariat at the request of  CAAP, includes two additional elements that are also political, not technical:  (a) not to limit the magnitude of the quota change for any member state, (it was originally proposed by the Chair in 2003) due to the extension of the transition period from three to five years; and (b) to use the resulting quota scale to establish the OAS quotas for 2010, and determine the quotas for 2006, 2007, 2008, and 2009 by simple interpolation between the current quotas and those proposed for 2010.

Another element of the recommendation, technical in nature, is that the OAS quota scale should continue to be upgraded on the basis of the quota scale revisions adopted every three years by the UN, with a one-year lag.  The next UN scale (for 2007-09) would be the basis for determining the OAS scale for 2008-10.  This is necessary, because the revised OAS quota scales would only be approved by our General Assembly in June of the year following the approval by the UN of its revised scale.  For example, the OAS already approved a quota scale for 2005 in June of 2004, while the UN approved its scale for 2004-06, and the next UN scale revision will only be approved in late-2006.  Therefore, the OAS budget for 2006 would be the first one that could reflect in our quota scale the scale that the UN will approve for 2004-06, and the next UN scale (2007-09) will not be known by the time the OAS approves the budget for 2007 and can only be incorporated in the OAS budgets for 2008-10.

Finally, another element of the proposal refers on how to deal with adjustments due to rounding: regardless on the method used to calculate the individual quotas, if they are rounded to three decimal places, a small difference due to the rounding process itself may be required:  quotas that add up to 100% when calculated, may add up to something close but not exactly 100% after rounding.  The proposal of the Chair would compensate for this differences due to rounding by increasing or reducing the U.S. quota accordingly.  Making those adjustments on the quota for the largest contributor would have the smallest relative effect and, since differences up or down are equally likely to occur whenever the scale is recalculated to reflect changes in the UN quota scale, it would not impose any bias on the level of the U.S. quota.  Similarly, when the dollar amounts of the individual quotas are calculated for any given quota scale, they are rounded to the nearest $100, and the proposal of the Chair would make adjustments (up or down, as needed) to the value of the U.S. quota, in order to adjust the total dollar amount to the level determined by the member states.

In summary, the proposal of the Chair does not consist in merely taking the quotas assessed to OAS member states by the UN and blindly applying them to the OAS, but incorporates a series of technical and political elements that result on a scale that is based on the quotas assessed to OAS member states at the UN and is adjusted to the specific reality of the OAS.

CAAP could not reach a consensus in 2000 on a proposal that was based on very similar methodology.  One of the arguments put forward then was that it was inappropriate to set OAS quotas for 2001-2004 on the basis of UN quotas for the year 2000 that would be obsolete when the new scale of quotas was adopted by the UN before the end of 2000 (the proposal of the UN’s Committee on Contributions for 2001-03 was not available at that time).  The same argument was also raised in 2003, when the Chair presented an initial proposal, based on the UN quotas for 2001-03.  This is not the case now, since this proposal is based in the approved 2004-06 UN quota scale.
4. Detailed explanation of the proposal
a. Calculation of the proposed new quota scale
Table 2 in this document (on page 16) duplicates Table 1 of the August 25, 2003 updated with the approved 2004-06 UN quota scale.  Column A shows the quotas assessed by the OAS to all its member states for in the 2004 Budget Resolution (a scale that, as explained, was set, for 1994, thirteen years ago by resolution AG/RES. 1073 [XX-O/90]). In column B, those figures have been adjusted to exclude the nominal quota of 1.24% assigned to Cuba.  Since the quotas, excluding Cuba, add up to 96.76% in column A, column B was calculated multiplying de values for each country given in column A, by 100/98.76, or 1.0125557.

Column C shows the quotas that would be assessed to OAS member states at the UN for 2004-06,(according to the approved by the UN General Assembly March, 2004).

The proposed OAS quota scale is calculated in columns D-G, using the sigmoid function.  The specific mathematical expression of the sigmoid function is:
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Column E shows the quotas that would result from the straight application of the sigmoid function, subject to the following three conditions: (a) that the minimum quota (corresponding to a UN quota of 0.001%) is 0.020%; (b) that the maximum quota (corresponding to a UN quota of 22.000%) is 60.217%; (c) that the quotas in column F add up to 100%.  This is achieved with the following values for the four parameters of the formula:



a = 5.42740


b = -10.001008


c = -1.05500


d = 2.21088
Column D shows the preliminary of the sigmiodal. Because the current quota has never been applied to Cuba, whatever quota is applied if and when Cuba becomes again a paying member would not, in any meaningful sense, imply a reduction from its level in the current OAS quota scale.

Column F shows the same values of column D in this case: Up to column E, all calculations have been carried out with many more decimals than the ones shown, but the final scale has to have a manageable number of decimals (three, under this proposal).  When the numbers of column D are rounded to three decimal places, minor adjustments (up or down) occur, that not necessarily exactly balances each other out.  In this case, an adjustment of 0.002 has to be made somewhere and, as explained before, the proposal of the Chair is to make future adjustments, when necessary, to the quota of the United States, since that would have the smallest relative effect).

Finally, column G of Table 2 shows the difference (in percentage points) between the actual and proposed scales.

The proposed scale satisfies all the pre-established conditions:

· Through the application of a single mathematical formula to all the member states, the minimum quota (corresponding to the minimum quota at the UN) becomes 0.020% and the maximum quota (corresponding to the maximum quota at the UN) becomes 60.217%.

· The sum of the quotas for all OAS paying members is 100%.

· If two countries have the same quota at the UN, they have the same quota at the OAS
.

· If the quota assessed by the UN to one OAS member country is higher (or lower) than that assessed to another OAS member country, its quota at the OAS will also be higher (or lower) under the proposed OAS scale.  

· At the lower end of the scale, increases of OAS quotas would be less than proportional to those corresponding at the UN for the same OAS member states. The quotas at the OAS corresponding to UN quotas of 0.001%, 0.002% and 0.003% would be 0.020%, 0.025%, and 0.029%, respectively.  The increase from the lowest quota to the second lowest (i.e., from 0.001% to 0.002% for the UN) would be 25% at the OAS versus 100% at the UN; from the second to the third lowest, it would be 16% at the OAS versus 50% at the UN.  A country that is assessed a quota of 0.003% in the UN would not pay, at the OAS, three times as much as another country that is assigned a quota 0.001% at the UN, but only 45% more.  This element of smaller-than-proportional increases at the lower end of the scale is implicit in the use of the sigmoid formula.

The fact that member states have considered establishing a limit on the rate of change between the current and proposed scales
 is a reflection of the serious magnitude of the distortions that have resulted from over a quarter of a century of not systematically adjusting the OAS quota scale to take into account changes in the relative situation of member states. Although in this proposal these restrictions are not considered due to the increase of the transition period from three to five years.  Nowhere is that disparity so clear and evident as between two countries rated sixth and seventh among the OAS member countries at the UN in terms of their quota levels, Chile and Venezuela:  According to the proposal of the Chair, the relative share of Chile should increase by 69.47%, from the current 0.547% to 0.927%, while that of Venezuela would fall from its current level of 3.240% to about a quarter of that figure, or 0.690%.  

In Graph 1, the relationship between the actual and proposed quota can be seen. Two OAS member countries have a quota at the UN of 0.003%, i.e., three times more that the eight OAS member countries that have been assessed at the minimum level of 0.001%. The sigmoid function would result in quotas of 0.020% only for the eight countries that pay 0.001% at the UN; the member state that pays 0.002% at the UN would be assessed a quota of 0.025% at the OAS; and the two that contribute 0.003% at the UN would pay 0.029% at the OAS. 
b. Proposed transition period
As explained before, the scale approve by the UN in 2004 is still in effect for the years 2004-06.  Since the OAS already approved its budget for 2005 in June 2004, and the budget resolution included a table showing the quota amounts assessed to the member states, 2006 would be the first year in which the 2004-06 UN quota scale could be reflected.  This situation would be repeated every three years, those UN quotas change only once every three years (i.e., the UN General Assembly did not approve, in 2004, one scale for 2004, another for 2005 and a third for 2006; the same scale will stay in place for the whole triennium) and, by extension, this would also be true for the OAS under this proposal.  However, given the fact that some of the resulting changes for the OAS in the initial round would be quite drastic, the proposal of the Chair is to spread them.  The OAS quota scale for 2010 would be the one shown in column G of Table 2.  The quotas for 2006 would be those already approved, and the quotas for 2007, 2008 and 2009 would be interpolated by simply adding (or subtracting, as the case may be) one fifth of the difference between the current and proposed OAS quotas for 2010 in 2006, two fifths in 2007, three fifths in 2008, and four fifths in 2009, as shown on Table 3, on page 17.
Since the large changes for the OAS quotas that would result for some member states under this (or any proposal based on objective data, even if it were some other indicator or set of indicators instead of the UN quotas) are mainly the result of not having had for over a quarter of a century a working mechanism for automatically adjusting the scale to take into account the changes in the relative capacity to pay of member states, once the initial five-year period is over, there would be no need for having a similar five-year transition for the 2008-10.  
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Dominica 0.001 0.020 0.003

Guyana 0.001 0.020 0.003

Saint Kitts and Nevis 0.001 0.020 0.003

St. Vincent and Grenadines 0.001 0.020 0.003

Belize 0.001 0.030 0.003

Grenada 0.001 0.030 0.003

Nicaragua 0.001 0.071 0.003

Suriname 0.001 0.071 0.003

Saint Lucia 0.002 0.030 0.007

Antigua and Barbuda 0.003 0.020 0.010

Haitï 0.003 0.071 0.010

Honduras 0.005 0.071 0.017

Jamaica 0.008 0.182 0.050

Bolivia 0.009 0.071 0.030

Barbados 0.010 0.081 0.033

Paraguay 0.012 0.182 0.040

Bahamas 0.013 0.071 0.043

Panamá 0.019 0.132 0.063

Ecuador 0.019 0.182 0.063

El Salvador 0.022 0.071 0.073

Trinidad and Tobago  0.022 0.182 0.089

Guatemala 0.030 0.132 0.099

Costa Rica 0.030 0.132 0.129

República Dominicana 0.035 0.182 0.116

Uruguay 0.048 0.263 0.159

Perú 0.092 0.415 0.308

Colombia 0.155 0.952 0.517

Venezuela 0.171 3.240 0.573

Chile 0.223 0.547 0.745

Argentina 0.956 4.962 3.192

Brasil 1.523 8.657 5.079

México 1.883 6.156 6.288

Canada 2.813 12.515 9.394

United States 22.000 60.217 72.848

Sum

30.114 100.000 100.000

a. Official scale approved by the UN General Assembly on March. 3, 2004.

b. Corresponds to column A multiplied by 100/30.2 = 3.311258.

Table 1. 

SOME COUNTRIES THAT NOW PAY THE SAME AMOUNT TO THE 

UN PAY DIFFERENT AMOUNTS TO THE OAS

UN quotas 

for 2004-06 

(a)

Current OAS 

scale 

(efective 

quota excl. 

Cuba) 

If OAS scale 

were strictly 

proportionate to 

that of the UN 

for 2004/06 (b)

Country
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(totals 

100% 

including 

Cuba)

Adjusted to 

100% excl. 

Cuba

Initial values 

Sigmoidal

Adjust-ment 

for rounding 

(c)

Proposed 

Sigmoidal

A B C D

E

F  G

Antigua and Barbuda 0.02

0.020

0.003 0.029

0.029

0.009

Argentina 4.90

4.962

0.956 4.710

4.710

(0.252)

Bahamas 0.07

0.071

0.013 0.065

0.065

(0.006)

Barbados 0.08

0.081

0.010 0.055

0.055

(0.026)

Belize 0.03

0.030

0.001 0.020

0.020

(0.010)

Bolivia 0.07

0.071

0.009 0.051

0.051

(0.020)

Brasil 8.55

8.657

1.523 7.663

7.663

(0.994)

Canada 12.36

12.515

2.813 13.848

13.848

1.333

Chile 0.54

0.547

0.223 0.927

0.927

0.380

Colombia 0.94

0.952

0.155 0.620

0.620

(0.332)

Costa Rica 0.13

0.132

0.030 0.123

0.123

(0.009)

Dominica 0.02

0.020

0.001 0.020

0.020

(0.000)

Ecuador 0.18

0.182

0.019 0.086

0.086

(0.096)

El Salvador 0.07

0.071

0.022 0.096

0.096

0.025

Grenada 0.03

0.030

0.001 0.020

0.020

(0.010)

Guatemala 0.13

0.132

0.030 0.123

0.123

(0.009)

Guyana 0.02

0.020

0.001 0.020

0.020

(0.000)

Haïti 0.07

0.071

0.003 0.029

0.029

(0.042)

Honduras 0.07

0.071

0.005 0.037

0.037

(0.034)

Jamaica 0.18

0.182

0.008 0.048

0.048

(0.134)

México 6.08

6.156

1.883 9.469

9.469

3.313

Nicaragua 0.07

0.071

0.001 0.020

0.020

(0.051)

Panamá 0.13

0.132

0.019 0.086

0.086

(0.046)

Paraguay 0.18

0.182

0.012 0.062

0.062

(0.120)

Perú 0.41

0.415

0.092 0.355

0.355

(0.060)

República Dominicana 0.18

0.182

0.035 0.141

0.141

(0.041)

Saint Kitts and Nevis 0.02

0.020

0.001 0.020

0.020

(0.000)

Saint Lucia 0.03

0.030

0.002 0.025

0.025

(0.005)

St. Vincent and Grenadines 0.02

0.020

0.001 0.020

0.020

(0.000)

Suriname 0.07

0.071

0.001 0.020

0.020

(0.051)

Trinidad and Tobago  0.18

0.182

0.022 0.096

0.096

(0.086)

United States 59.47

60.217

22.000 60.217 0.002

60.219

0.002

Uruguay 0.26

0.263

0.048 0.187

0.187

(0.076)

Venezuela 3.20

3.240

0.171 0.690

0.690

(2.550)

Sum 98.76 100.00

30.114 100.000

0.002 100.000 0.000

Cuba 1.24

1.256 0.043 0.169

0.169

(1.227)

Total 100.00 101.26

30.157

100.169 0.002 100.169 (1.087)

a. Estimated as exp{a+[b/(1 + exp((ln(UN Quota)-c)/d))]}. The resulting values for the parameters are:

a =

5.42740 b = -10.00108 c = -1.05500 d =

2.21088

b. Assuming that quotas (excluding Cuba) can be increased to more than double nor reduced to less than half their current levels.

* Scale approved for 2004-06.  Source: United Natios, Report of the Fifth Committee, Fifty-eight session (March 3, 2004), document A/RES/58/1B, 

pp. 2-6.

c. Up to this point all values have been calculated with more decimals than shown.  Rounding them to exactly three decimals may result in small 

differences in the total; this column shows the adjustment made to force the total to be equal to 100.000% (excluding Cuba)

Table 2. 

PROPOSED OAS QUOTA SCALE 

Based on approved U.N. quotas for 2004-06, maintaining the current actual minimum and maximum--as

percentage of quotas of all members excluding Cuba

Country

Current OAS quotas

UN quotas for 

2004-06*

Proposed new OAS quotas (a)

Difference 

between 

proposed 

and current 

OAS quotas
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Proposed for 

2006              

[= A+(F-A)/5]

Proposed for 

2007              

[=A+2(F-A)/5]

Proposed for 

2008              

[=A+3(F-A)/5]

Proposed for 

2009              

[=A+4(F-A)/5]

Proposed for 

2010

A B C D E F

Antigua and Barbuda 0.020 0.022 0.024 0.026 0.027 0.029

Argentina 4.962 4.911 4.861 4.811 4.760 4.710

Bahamas 0.071 0.070 0.069 0.067 0.066 0.065

Barbados 0.081 0.076 0.071 0.065 0.060 0.055

Belize 0.030 0.028 0.026 0.024 0.022 0.020

Bolivia 0.071 0.067 0.063 0.059 0.055 0.051

Brasil 8.657 8.458 8.260 8.061 7.862 7.663

Canada 12.515 12.782 13.048 13.315 13.581 13.848

Chile 0.547 0.623 0.699 0.775 0.851 0.927

Colombia 0.952 0.885 0.819 0.753 0.686 0.620

Costa Rica 0.132 0.130 0.128 0.126 0.125 0.123

Dominica 0.020 0.020 0.020 0.020 0.020 0.020

Ecuador 0.182 0.163 0.144 0.125 0.105 0.086

El Salvador 0.071 0.076 0.081 0.086 0.091 0.096

Grenada 0.030 0.028 0.026 0.024 0.022 0.020

Guatemala 0.132 0.130 0.128 0.126 0.125 0.123

Guyana 0.020 0.020 0.020 0.020 0.020 0.020

Haïti 0.071 0.063 0.054 0.046 0.037 0.029

Honduras 0.071 0.064 0.057 0.051 0.044 0.037

Jamaica 0.182 0.155 0.129 0.102 0.075 0.048

México 6.156 6.819 7.481 8.144 8.806 9.469

Nicaragua 0.071 0.061 0.051 0.040 0.030 0.020

Panamá 0.132 0.123 0.113 0.104 0.095 0.086

Paraguay 0.182 0.158 0.134 0.110 0.086 0.062

Perú 0.415 0.403 0.391 0.379 0.367 0.355

República Dominicana 0.182 0.174 0.166 0.158 0.149 0.141

Saint Kitts and Nevis 0.020 0.020 0.020 0.020 0.020 0.020

Saint Lucia 0.030 0.029 0.028 0.027 0.026 0.025

St. Vincent and Grenadines 0.020 0.020 0.020 0.020 0.020 0.020

Suriname 0.071 0.061 0.051 0.040 0.030 0.020

Trinidad and Tobago  0.182 0.165 0.148 0.131 0.113 0.096

United States (a) 60.217 60.218 60.218 60.218 60.219 60.219

Uruguay 0.263 0.248 0.233 0.218 0.202 0.187

Venezuela 3.240 2.730 2.220 1.710 1.200 0.690

Sum 100.000 100.000 100.000 100.000 100.000 100.000

a. The quota for the United States (60.217% when the sum--excluding Cuba--equals 100%) has been adjusted, when needed, to 

compensate for differences due to rounding of the individual quotas to three decimals, so that they add up to exactly 100%.

Assumes that one-fifth of the difference between the current and proposed quota would be incorporated into the 2006 

scale, two-fifth in 2007, and so on, until the full proposed scale would become effective in 2010; and also assumes that 

the UN scale for 2

Country

Quota scale

Table 3. 

PROPOSED TRANSITION TO THE NEW OAS QUOTA SCALE 
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APPENDIX
AG/RES. 1746 (XXX-O/00)

SCALE OF QUOTA ASSESSMENTS FOR THE REGULAR FUND
(Resolution adopted at the first plenary session,

held on June 5, 2000)

THE GENERAL ASSEMBLY,

HAVING SEEN the report of the Committee on Administrative and Budgetary Affairs of the Permanent Council on the study on the scale of quota assessments by which member states contribute to financing the Regular Fund (CP/doc.3335/00), mandated in resolution AG/RES. 1594 (XXVIII-O/98), and reiterated in resolutions AG/RES. 2 (XXV-E/98) and AG/RES. 1697 (XXIX-O/99);

CONSIDERING the intent of the member states, expressed in resolution AG/RES. 1594 (XXVIII-O/98), to have the following factors be taken into account when determining the scale of quota assessments:  "the ability of the respective countries to pay and their determination to contribute in an equitable manner to the maintenance of the Organization, as stated in Article 55 of the Charter; all relevant resolutions to date; the need to maintain the maximum quota at a level of no more than 59.47%; the need to establish a minimum quota; and the experiences of other international organizations, including the United Nations";

RECOGNIZING that, since 1981, OAS quotas have ceased to be determined on the basis of objective criteria and, for most of this time, have been frozen, and that this has introduced distortions, and that, therefore, the current scale does not adequately reflect the member states' ability to pay;

CONSIDERING that the report of the Committee on Administrative and Budgetary Affairs recognizes the need to return to a system that would, in the future, allow for a gradual annual adjustment of the scale of quota assessments that reflects the member states' ability to pay; 

CONSIDERING the need to use the most recent scale of assessments of the United Nations as the basis for establishing the OAS quotas; and

BEARING IN MIND that the United Nations must approve, at the end of this year, a new scale of assessments for 2001-2003,

RESOLVES:

1. To take note of the report of the Permanent Council on the study on the scale of quota assessments by which member states contribute to financing the Regular Fund (CP/doc.3335/00).

2. To adopt at its thirty-first regular session a scale of quota assessments which is fair and equitable and which adequately reflects the member states’ ability to pay.

3. To establish that the OAS scale of quota assessments for 2002-2004 shall be:

a. Determined by using as a basis the scale approved by the United Nations for 2001-2003;

b. Adjusted in accordance with the discussions in the Permanent Council and the views expressed by the heads of delegation in the dialogue on this issue; and 

c. Set by using a minimum and a maximum level of individual quotas, to be agreed upon by the Permanent Council prior to December 1, 2000.

4. To instruct the General Secretariat to present to the Permanent Council, within 60 days following United Nations approval of its new scale of assessments for 2001-2003, a proposal for the establishment of OAS quotas for 2002-2004.

5. To instruct the Permanent Council to submit to the General Assembly at its thirty-first regular session a proposal for the OAS scale of quota assessments for 2002-2004.
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� See Annals of the Organization of American States, Volume II, No. 2, 1950, pp.156-160.  Fiscal years at the Pan American Union–and, prior to 1977, also at the OAS–ran from July 1 to June 30 of the following year.


� Annals of the Organization of American States, Volume II, Nº 2, 1950, p.160.


� See AG/RES. 17 (I-E/70).


� See Reform of the Organization of American States (working document presented by the Delegation of the United States at the Sixth Regular Session of the General Assembly), document CP/doc.573/76 rev 1, pp. 11-12. 


� See AG/RES. 557 (XI-O/81).


� See AG/RES. 1073 (XX-O/90).


� See Alternative Proposals for Establishing Member State Quotas to the Regular Fund (CP/doc. 3096/98).


� See United Nations Scale of Assessments, working document presented by Mr. Marc Gilpin, Chief, Contributions Service of the United Nations, document CP/CAAP-2496/00.


� Report of the Committee on Administrative and Budgetary Affairs on the Study on the Scale of Quota Assessments, document CP/CAAP-2523/00 corr. 1, p. 4.


� Proposed Quota Scale (Revised proposal submitted by the Chair) unclassified working document, dated August 25, 2003.


� The equation chosen for most of the Working Group's discussion is a somewhat complicated mathematical expression, but produces results that come closest to what is wanted.  To distinguish it from other formulae that have been discussed, it shall be baptized the “sigmoid function” (because when it is graphed, it has the shape of the letter “S;” see document CP/CAAP-2523/00 corr. 1, p. 5).


� The current U.S quota is, nominally, 59.47%.  Throughout the rest of this document, we normally use the 60.217% figure instead of the 59.47%, so as to reflect the effective quota paid by the United States due to the non-receipt of Cuba’s nominal quota.  The figure of 60.217% corresponds to the ratio between the actual quota amount in the current scale paid by the U.S. ($44,395,900) and the total quota amount assessed to quota-paying members ($73,727,100, excluding Cuba).


� For the countries that pay the minimum quota, their contribution would go down slightly, due to rounding (their current quota amount is $14,900, which corresponds to 0.02021% of $73,727,100.  The amount corresponding to 0.020% of $77,727,100 would be $14,745 (or, rounded to the nearest hundred, $14,700).


� The UN’s 1993 System of National Accounts is the universally accepted standard.


� “While national disposable income was deemed to be theoretically the best first measure of capacity to pay, it was noted by the UN that there were problems with availability and reliability of data.  Conversely, while data for gross domestic product (GDP) are somewhat more widely available and reliable than data for other income measures, it is less satisfactory conceptually. Balancing conceptual concerns with considerations of data availability, and reliability, comparability and simplicity, it was concluded that data for GNP should be the basis for calculating the scale.” U.N., Report of the Committee on Contributions, Sixty-third session (2-27 June 2003). General Assembly, Official Records, Fifty-eight Session, Supplement Nº 11 (A/58/11), page 39.


� Due to delays in data availability, the UN scale of contributions for 2001-03 was based on GNP data for the years 1993-98, and the scale for 2004-06 is based on data for 1996-01.  This reduces fluctuations from one revision to the next (because of the averaging of several years and also because, for example, the data for 1996-98 entered both into the calculation of the 2001-03 scale and the one for 2004-06.  The UN in fact makes two separate calculations of their quota scale, one based on the average statistical data for the last three years available, and one for the data for the previous six years, and then averages the resulting quotas for the two statistical periods:  for the GNP figures used for the 2004-06 quota scale, for example, first an average of the GNP figures for the last six years available (1996-01) and an average for the last three (1999-01) were calculated.  Then the results of those two averages were averaged.  This is equivalent to adding the figures of the first three years and twice the sum of the last three, and dividing by nine; i.e., calculating a weighted average where the data of the last three years is given twice the weight of that of the first three.


� The figure of 12.5% is a political decision, based on the assumption of (interest-free) repayment in eight years.  This system is deemed fairer and more stable than using actual debt-repayment figures.


� For countries whose debt-adjusted GNP falls below the threshold (of US$5,094 for the series based on the 1996-01 GNP average, and $5,099 for that based on the 1999-01 average) 80% of the difference between the threshold and their debt-adjusted GNP is deducted at this stage.


� For instance, if the quota in the previous scale was between 0.01% and 0.04%, the change could not exceed 10 points (where one point equaled 0.001 per cent of the scale), between 0.05% and 0.24% the figure could not change by more than 20% or 20 points, between 0.25 and 0.50% the change was limited to 60 points or 17.5% of the previous quota, etc, up to countries whose quota was 5.00% or more in the previous scale, whose quota could not change by more than 750 points or 5.0%.


� Report of the Committee on Contributions, pp.48-63.


� CP/CAAP-2523/00 corr. 1, page 4.


� As–in the case of the OAS–other members of the Inter-American system rely on the OAS scale to determine their own quota scales (PAHO, IICA, and the Pan American Institute of Geography and History), in the UN family other institutions also generally rely on the UN scale (adjusted to their individual membership) to establish their respective quota scales.


� If, for example, the quota for another large country (e.g., China or Australia) goes up (or down) at the UN, the points added (or subtracted) to that country would be redistributed among all other UN member states (excluding the largest contributor) in the same proportion.  Therefore, the ratio between the quotas of any two OAS member states (except for the largest contributor and those that are assessed the minimum quota) would not change. 


� The value 3.32071 corresponds to 100/30.114.


� If the effective quota of the U.S. is 60.217% and eight OAS member countries have been assigned the minimum quota of 0.001% in the UN and would pay the minimum quota of 0.020% each in the OAS, the aggregate amount of the quotas of the remaining 25 countries has to add up to 39.623%, otherwise the sum for all 34 would not be 100%.


� The magnitude of the adjustments (up or down) that may be needed would be 0.001 or 0.002 percentage points in most cases.  This would raise or lower the U.S. quota (and quota amount) by not more than 0.003%.  The fact that upwards adjustments and downwards adjustments are equally likely, means that this very small adjustment would not be biased against or in favor of the U.S.  When going to the dollar-amount of the contributions, the differences due to rounding would be even less significant (a few hundreds of dollars, at most, in over $44 million, at the current level) and would likewise not introduce any bias.


� Report of the Fifth Committee, Fifty-eight session (March 3, 2004), document A/RES/58/1B, pp. 2-6.


� Nicaragua and Suriname would go down from their current level of 0.071% to 0.020% although they have the same minimum quota under the proposed UN scale (0.001%) than other countries that currently are paying the minimum of 0.020% at the OAS and would remain at that level.  Also Antigua and Barbuda and Haiti have the same quota at the UN (0.003%) but the quota for Haiti in the proposed scale (0.029%) is the same as that for Antigua and Barbuda (0.029%) because Haiti would go down from its current level of 0.071%, while Antigua and Barbuda would move up, from 0.020%.


� CP/CAAP-2673/03 Included a 3 year transition period, but provided that no country would see its quota raised by more than double or less than half its current one. 
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