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STATEMENT BY THE DELEGATION OF BRAZIL--

1.
The evolution of negotiations within the working group on the scale of quota assessments

Mr. Committee Chair,


First off, on behalf of the Brazilian delegation, I would like to thank Ambassador Joshua Sears, Chair of the Working Group to Study a Scale of Quota Assessments, and the General Secretariat for gathering into a single document the proposals discussed within the Working Group. 


Brazil believes that the OAS member states should be able to assume responsibility for the Organization’s financial health.  To that end, moving forward with negotiations on a revised scale of quota assessments is indispensable. 


The proposal by the Working Group, presented by the Chair, seeks to better define the parameters of this issue.  The Working Group sought to examine those parameters in a gradual way: First, by establishing the UN quota scale as a parameter.  Second, by agreeing that the UN quota scale would be reflected in the OAS quota scale through a mathematical formula.  Third, by choosing a method for applying the mathematical formula.  Fourth, by examining the need for a period of transition to implement the new scale of quotas.  Unfortunately, consensus was not reached on any of the steps listed above. 


We must acknowledge that the negotiations within the Working Group practically never left the starting gate.  No aspect of the proposals on the table has the unequivocal support of all the delegations. In fact, the Working Group negotiations never developed an appropriate dynamic; the General Secretariat’s proposals were rejected but no alternatives were put forth.
Mr. Committee Chair,


When you began to address the topic within the CAAP this past September, you were quite right in concluding that a decision on the matter would be possible only with the political will of all the member states, and that it would be necessary to examine all available options.  You stated, in a singularly concise manner, that the appropriate formula would be “at once mathematically simple and politically viable.”


It is frustrating to recognize, meanwhile, that the efforts of the Working Group have not led us to that common denominator. In our hope for a “politically viable” formula, we gradually moved away from the initial notion that it must also be “mathematically simple.”  The result, as indicated by the summary document prepared by the Working Group Chair, is a worthy formula which deserves consideration, but which grew in complexity without securing support from a significant number of delegations. 


Unfortunately, not even those efforts brought us closer to a political answer to the question. There remains no doubt that a revision of the scale of quotas will require a firm commitment from all member states. Particularly necessary, however, is greater determination on the part of those member countries most directly involved in the negotiating process.

2.
Revision of the scale of quotas and raising of the budgetary ceiling should be seen as a single undertaking

Mr. Committee Chair,


Tomorrow, the General Secretariat is to appeal to the Permanent Council for approval of a higher budgetary ceiling. We cannot continue to deny the reality.  The Organization’s present financial needs exceed the budgetary ceiling that has been approved year after year without change.

But revising the OAS budgetary ceiling means correcting the cumulative distortions of recent years. Approving a revised budgetary ceiling under which member countries would contribute according to the present OAS quota scale would be to deny the negative impact of those distortions on the essential criterion, established in Article 55 of the OAS Charter, that member countries are to contribute to the Organization according to their “ability to pay.” 


In examining the question of the Organization’s budgetary ceiling, the member countries should bear in mind the impact of that decision on their quotas.  Since the member countries have already acknowledged, in a resolution adopted by the General Assembly at its thirty-fifth regular session, in Fort Lauderdale, that the present scale of quotas contains inequities, it would be illogical and inadvisable to establish a new budget ceiling without establishing a revised scale of quotas.

Some relatively smaller contributors have expressed a preference for quotas they could continue to pay on time.  That commitment to pay on time, assumed by all, can only be fulfilled if the member countries are well aware of the level of contributions expected of them. Discussing an increase in the budgetary ceiling without at the same time defining the scale of quotas makes that exercise impossible. 


The two negotiations should be seen as a single undertaking. Nothing will be resolved in terms of the revised scale of quotas, or the approval of a new budgetary ceiling, until there is consensus on both questions.

3.
Definition of “ability to pay”

Mr. Committee Chair,

Brazil understands the difficulties posed to some countries by the General Secretariat’s proposals.  Throughout these efforts, we have been open to considering alternatives to the proposed methods or mathematical formulas.  We have always been open even to examining alternatives to using the UN quota scale as a parameter for determining the OAS quota scale.


Meanwhile, no alternatives to the General Secretariat’s proposals were ever presented by any delegation.

In that connection, I would like to refer to the correspondence from the Mexican delegation, addressed to you and dated December 12, 2005.  We do not feel the argument that “three countries with levels of development similar to that of Mexico would benefit, with quota reductions of between 5% and 74%” is appropriate.  Although the countries were not named, the Brazilian delegation believes that one of the three countries alluded to is Brazil.

It is important, here, that we stick to objective facts. According to issues of The Economist available on the Internet (www.economist.com), Brazil is the only country whose level of development is similar to that of Mexico.  Still, Brazil’s gross domestic product is lower than that of Mexico (which would justify a reduction in its quota in relation to that of Mexico).  The OAS member countries immediately below Mexico and Brazil in terms of GDP have economies a little less than a third the size of the economies of Mexico and Brazil.
	
	GDP (US$ billions)

	Mexico
	676.5

	Brazil
	603.8

	Chile
	191.2

	Argentina
	179.2

	Venezuela
	138.1

	Colombia
	81.8



The methods proposed by the General Secretariat seem to respond to one of the principal aims of this exercise--to adjust the quotas to the actual relative sizes of the Hemisphere’s economies.
4.
Method for defining the UN quota scale

Last week, at the UN, the Group of 77 and China arrived at a consensus on the paragraphs to be presented for inclusion in the resolution that will guide the Committee on Contributions, through the Fifth Committee, on elements of the method for preparing the scale of quotas for the 2007-2009 period.  The Rio Group acted jointly to lend weight to its positions, especially to defend the adjustments for external debt and for low per capita income (the present discount is 80%).


The UN quota scale is based on: (a) estimates of gross national income; (b) estimated market exchange rates (MER) or rates of exchange based on price variations (PARE); and (c) adoption of methodology using a base period of both three and six years.


In the Brazilian delegation’s understanding, the aforementioned elements, which make up the UN method, are also appropriate for calculating “ability to pay” in the OAS context.


Certainly the larger universe of member countries at the UN is a decisive factor in the definition of the scale of quotas to that organization’s Regular Fund.  Application of the UN quota scale in the OAS context answers more practical concerns; in principle, the OAS would not want to duplicate the exhaustive exercise of assessing the relative weight of the region’s economies in order to define a quota scale.
5.
Technical support by the IDB

Mr. Committee Chair,


Should the agreement to revise the quota scale with technical support from the Inter-American Development Bank (IDB) remain in effect, the Brazilian delegation believes that the OAS member countries should instruct the IDB as to the parameters from which to build a scale of quotas that properly reflects the “ability to pay” of the Hemisphere’s countries. 


In that sense, we support the view that the starting point should be the same parameters used in the UN method.  Furthermore, considering the greater regional disparities in the hemispheric context, the Brazilian delegation believes that other criteria could also be included, such as an estimate of GDP per head and an adjustment for rates of unemployment and inflation.  Perhaps even the level of access to the Hemisphere’s largest consumer market, given its profound impact on the trade balance of the member countries, could be entered into the calculation.
6.
Convocation of the special session of the General Assembly
Mr. Committee Chair,


Brazil regrets any obstructionist attitude that might jeopardize the holding of a successful special session of the General Assembly within the established timeframe.


Brazil comprehends the delicacy of the topic of revising the scale of assessments to the OAS Regular Fund.  It believes, however, that, even if the member countries have failed thus far to demonstrate the necessary political will to move the debate forward in the Working Group formed for that purpose, the convocation of a special session of the General Assembly within the timeframe established in resolution AG/RES. 2157 (XXXV-O/05) is appropriate and necessary.


Brazil takes an optimistic view of the negotiating process.  Although we have made little progress within the Working Group, we believe a suitable solution to the question is within reach. 


Inclusion in the text of the 2006 budget resolution of a clear and unequivocal mandate to revise the quota scale was a step in the right direction. Now the success of the negotiations, in the sense of approving a revised quota scale, depends on the concentrated effort of all the member countries.

7.
The dynamics of the Working Group 

Mr. Committee Chair,


The Brazilian delegation has acted in good faith in the discussions within the Working Group to Study a Scale of Quota Assessments. We see the meeting convocations in a positive light, ready to move ahead on this matter that has beset the Organization for over a decade.  We were flexible in the reading of how the UN quota scale should be taken into account.  We were sensitive to the political parameters indicated by more than one delegation.  We never opposed a somewhat subjective revised quota scale, even though we prefer that the level of subjectivity be minimal.

Although we believe it would be important for a greater number of countries to reaffirm their commitment to the Organization by accepting a higher minimum quota, we are sensitive to the concerns of delegations from countries that do not find themselves able to increase their portion of the contributions to the Regular Fund.


Meanwhile, in order for this exercise to end in success, it is important not to give in to attempts to include topics that are not pertinent to the discussion of the revised quota scale. Fragmented efforts and inverted priorities will not lead us along the correct path.


Every negotiation contains frustrations and unrealized expectations.  We all want a more balanced quota scale.  It is important that we avoid hindering the negotiating process and move in good faith toward consensus.  Arriving at that consensus will be possible only if we all have the political will to move forward.


Although Article 55 of the OAS Charter provides that decisions on budgetary matters require the approval of two thirds of the member states, Brazil believes that the time-honored practice of consensus should not be jeopardized.  Efforts should be made to accommodate the interests and concerns of all member states.
Mr. Committee Chair,


It is possible to arrive at an agreement.  This will require us to work diligently, however.  The adoption of a new OAS quota scale, together with the adoption of a budget ceiling consistent with the actual needs of the Organization, will require great political will on the part of member states.  We will not achieve a consensus solely on the basis of technical efforts and calculations by the General Secretariat.  Effective engagement by the political actors involved in the process is essential.
Thank you very much.
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