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The Rowe Fund awards educational loans to qualified persons from Latin American and Caribbean countries, to help them finance their higher studies in the United States.  These loans are made on the understanding that when the recipients have completed their studies, they are to return to their respective home countries to assist in their countries’ economic development and social integration.  The Fund also awards loans to staff of the OAS General Secretariat and/or their dependents to pursue studies or for emergencies. 

The Rowe Fund was created by a bequest in the will of Dr. Leo S. Rowe, who was Director of the Pan American Union from 1920 until his death in 1946.  

In keeping with Article 6 of its Statutes, the Committee of the Leo S. Rowe Pan American Fund hereby submits to the Permanent Council of the Organization of American States the forty-sixth report on the activities of the Fund and of the Committee for the period January 1, 2004 to December 31, 2006.
I. COMMITTEE MEMBERSHIP
The Rowe Fund endowment has been entrusted to the Permanent Council since 1943 and is administered by a Committee, with four members appointed by the Permanent Council and the Secretary General, who is an ex-officio member.  The countries that the Permanent Council designated as members of the Committee under articles 3 and 4 of the Fund’s Statutes were, in alphabetical order, as follows: from January 1, 2004 to December 31, 2004, Guatemala, Paraguay, Saint Lucia and the United States; from January 1, 2005 to December 31, 2005, Antigua and Barbuda, Guatemala, Paraguay, and the United States; and from January 1, 2006 to December 31, 2006, Antigua and Barbuda, Guatemala, Perú, and the United States.  Pursuant to Article 3 of the Committee’s Statutes, these member countries and the Secretary General (the Committee’s fifth member) designated the persons who would represent them on the Committee.  Pursuant to Article 5 of the Statute, the designated representatives then elected the Committee’s Chair and Vice Chair.  The individual representatives and their offices during this triennium were as follows:  

Chair



Ambassador Sonia M. Johnny

(January 2004–December 2004)

Permanent Representative of 

Saint Lucia to the Organization of American States 

Ambassador Deborah-Mae Lovell
(January 2005-December 2006)

Permanent Representative of 

Antigua and Barbuda to the Organization of American States


Vice Chair




Ms. Margarita Riva-Geoghegan

(January 2004–December 2006)





Alternate Representative of the 




United States to the Organization of American States




Mr. Stacy Williams


(January 2005-December 2006)




Alternate Representative of the 




United States to the Organization of American States



Other representatives

Guatemala



Ambassador Victor Hugo Godoy
(January 2004-April 2004)



Alternate Representative of 



Guatemala to the Organization of American States



Ambassador Francisco Villagrán
(April 2004–December 2006)

Alternate Representative of 

Guatemala to the Organization of American States 

Paraguay

Ambassador Luis Enrique Chase Plate
(January 2004–December 2004)

Permanent Representative of 

Paraguay to the Organization of American States

Ambassador Manuel Maria Cacerés
(December 2004 – December 2005)

Permanent Representative of 

Paraguay to the Organization of American States

Perú

Ambassador Antero Flores-Aráoz
(January 2006–December 2006)

Permanent Representative of 

Perú to the Organization of American States

For the Secretary General



Dr. Santos Mahung


(January 2004–December 2005)



Director, Department of Scholarships, Training and Information Technology 

for Human Development



Ms. Maria Levens 


(January 2006–December 2006)



Director, Department of Human Development

Alternate Representatives



Ambassador Juan Leon 


(January 2004–December 2005)



Alternate Representative of 



Guatemala to the Organization of American States



Mr. Alvaro Diaz de Vivar 

(January 2004 – December 2004)



Alternate Representative of 



Paraguay to the Organization of American States

Ms. Carla Poletti 


(January 2005-March 2005)

Alternate Representative of 

Paraguay to the Organization of American States



Mr. Jorge Ruiz Diaz 


(April 2005-December 2005)

Alternate Representative of 

Paraguay to the Organization of American States

Mr. Jorge Sanín
 


(January 2004–December 2006)

Alternate Representative of the Secretary General

Specialist, Summits of the Americas Secretariat

The following staff members of the OAS General Secretariat provided the Rowe Fund with support services during the triennium:

Technical Secretariat of the Rowe Fund:



Manuel Metz



(January 2004–December 2004)

Technical Secretary

Carlos Humud



(January 2005-November 2006)

Technical Secretary, Acting




Lina María Sevillano


(January 2004–December 2006)

Loan Officer



Ana María Lemos


(January 2004–December 2006)

Loan Technician

Diana Cubas 



(June 2005- December 2006)

Administrative Assistant 

Samantha Watson                                      (July 2005- May 2006)


Collections Consultant


Sarah Giblin



(June 2006- December 2006)


Collections Consultant

Treasury     (The Treasurer of the OAS is also the Treasurer of the Fund)



Emilio Rivero



(January 2004-August 2004)



Treasurer, Organization of American States

Alfonso Munevar


(September 2004–November 2006)



Treasurer, Organization of American States



Adam Blackwell


(November 2006 – December 2006)



Treasurer, Organization of American States

Legal Advisory Services



Dr. William Berenson


(January 2004–September 2005) 


Director, Department of Legal Services

Mr. Louis Ferrand


(October 2005-December 2006)



Director, Department of Legal Affairs and Services

II. CHANGES IN THE COMMITTEE’S MEMBERSHIP

El Salvador’s four-year term as a member of the Committee expired in December 2003.  It was not until February 2004 that the Permanent Council appointed Guatemala to replace El Salvador on the Committee, for the four-year term starting January 2004 and ending December 2007. Therefore, following the precedents established in such cases, El Salvador’s de facto term on the Committee was extended until February 2004.  

Saint Lucia’s four-year term expired in December 2004.  It was not until March 2005 that the Permanent Council appointed Antigua and Barbuda to replace Saint Lucia on the Committee, for the four-year term starting January 2005 and ending December 2008. Therefore, following the precedents established in such cases, St Lucia’s de facto term on the Committee was extended until April 2004.  

 Paraguay’s four-year term expired in December 2005.  It was not until April 2006 that the Permanent Council appointed Perú to replace Paraguay on the Committee, for the four-year term starting January 2006 and ending December 2009. Therefore, following the precedents established in such cases, Paraguay’s de facto term on the Committee was extended until May 2006.  

At its meeting Nº 958 (April 2005), the Committee unanimously elected Ambassador Deborah Mae-Lovell, Permanent Representative of Antigua and Barbuda to the Organization of American States, as Chair of the Leo S. Rowe Fund Committee for 2005.  The members of the Committee thanked the Permanent Representative of Saint Lucia, Ambassador Sonia Johnny, for the cooperation received from her personally and from her country during the time that Saint Lucia was a member of the Committee.  Ambassador Deborah Mae-Lovell, Permanent Representative of Antigua and Barbuda to the Organization of American States, was re-elected as Chair of the Leo S. Rowe Fund Committee for 2006.

The United States’ four-year term as a member of the Committee expired in December 2006.  The term of the United States was from January 2003 to December 2006.

III. THE FUND SECRETARIAT

The Secretariat of the Fund was composed during 2004 of three persons:  Mr. Manuel Metz, Special Advisor to the Secretary General and the Fund’s Technical Secretary from February 2001 until his retirement in December 2004; Mrs. Lina Sevillano, who has worked for the Rowe Fund since February 1999 and has been the Loan Officer since February 2003; and Mrs. Ana María Lemos, who has worked in the Fund since July of 2001 and has been the Loan Technician since February 2003.  The Rowe Fund pays both the Loan Officer and the Loan Technician.

The Regular Fund has traditionally paid the post of the Technical Secretary of the Rowe Fund.
  However, the funding earmarked for this post in the budget for the 2002 and 2003 Regular Fund was divested to help cover general increases in personnel costs under the Regular Fund, in spite of a written agreement with the Secretary General to keep the post in the Regular Fund budget and to use the money, as long as Mr. Metz performed the functions, to cover other administrative costs of the Rowe Fund.
  After Mr. Metz’s retirement and considering that the 2005 budget did not include funds for his successor, Mr. Carlos Humud, a Senior Specialist in the newly formed Department of Human Development, was assigned the additional duties of supervising the functioning of the Fund until his retirement in November 2006.  The Executive Order, at that time, placed the Leo S. Rowe Fund unit within the office of Scholarships, Training and Information Technology for Human Development Office and the detailing of Mr. Humud to the Leo S. Rowe Fund was in addition to his regular functions in that Office.
  The report SG/OIG/EVAL-01/06 “Evaluation of Staffing needs of the Leo S. Rowe Pan American Fund,” issued by the Office of the Inspector General on July 31, 2006, recommends re-establishing the post of a full time Technical Secretary in accordance with Article 8 of the Statutes of the Rowe Fund.  The Secretary General approved the report on September 26, 2006.  However, as of December 31, 2006 the post had not been re-established.

In May 2005, the Department of Financial Services (currently called the Department of Budgetary and Financial Services “DBFS”) transferred functions of collections and control of expenditure to the Rowe Fund.  Hence, CPR contracts were provided to Ms. Samantha Watson, from the United States, Ms. Diana Cubas, from Honduras, and Ms. Sarah Giblin from the United States.  The Rowe Fund absorbed the cost of those contracts.

The Rowe Fund has actively sought to stretch its resources by using unpaid interns who, as a rule, work for a period of three or more months.  In the 2004-06 trienniums, the following interns assisted the Rowe Fund Secretariat (listed in chronological order): 

Lucía Folle, Uruguay

Katherina Díaz-Viana, Venezuela

Luis Enrique Gutiérrez, Perú

Gonzalo Alfonso Rojas, Perú

Alisa Pojani, United States

Jessica Bonardi, United States

Karen Chevier, France

Diana Cubas, Honduras

Fernanda Ribeiro de Almeida, Brazil

Heni Ozi, Brazil

Perla Castillo, Nicaragua

Julia Macedo, United States

IV. MEETINGS

The Committee held 17 meetings during the triennium (7 in 2004, 6 in 2005, and 4 in 2006).
  In months when the Committee did not meet, loan applications continued to be processed normally and were approved through round-robin consultations with members of the Committee, thus allowing for a more expeditious loan approval mechanism. 

V. BACKGROUND

During the period covered by this report, the Leo S. Rowe Fund has experienced some positive developments but has also encountered situations that will require continued close monitoring.  The net assets of the Fund reached a low of 9.8 millions at the end of 2002 and gradually went up to 13.8 by the end of 2006.  On the other hand, loans granted to students and staff members dropped substantially. Administrative expenses continued increasing in 2004 through 2006 and still remain at a very high level. 

The above notwithstanding, the activities of the Fund during this period need to be analyzed within the general context of the underlying factors that determine its long term outlook and which should shape the policy decisions that are required to address them adequately.

These factors have been highlighted by the report “Financial Outlook of the Rowe Fund: Diagnostic and Policy Implications” 
 submitted to the Committee on April 12, 2005.  This document establishes a very useful setting within which to analyze the recent evolution of the Fund.

According to this report, between 1989 and 1999 the Fund’s net assets experienced a period of steady growth increasing from $8.7 million to $13.4 million, or close to 54 percent in real terms.  After reaching a peak of $ 13.4 million in 1999, the Fund’s net assets declined in three of the following years, dropping to $9.8 million in December of 2002.  Although the Fund’s financial position improved somewhat over the last three years, due in part to good investment returns, the improvement owes more to the sharp reduction in new loans granted to students combined with a faster recovery of outstanding balances. 
The study examines the main determinants of the Fund’s medium and long-term outlook (student loans, administrative expenses, loans to staff members and market performance) and its main findings are as follows:

· Student Loans: The Fund loses money with every student loan it grants through possible unpaid loans and purchasing power loss (or, purchasing power loss and the  risk of loan payment delinquency).

· Administrative expenses: The outlook has worsened primarily because of an increase in administrative expenses due mostly to the increased share of costs of the Fund that were previously absorbed by the Regular Fund.  These costs have grown from $67,704 in 1998 to $332,800 in 2006.
  An important part of this outcome was the result of the inability of the ORACLE system adopted by the OAS to provide the required management information tools that would allow the Treasurer of the Fund and the Technical Secretariat to manage individual loan accounts.  The adjustments needed, including outsourcing of the management of the individual loan accounts to the OASFCU, have since been charged to the Rowe Fund. 

· Loans to staff members: Loans to staff members should be viewed as a useful component of the Fund’s investment portfolio since they carry an interest rate that is normally above the rate of inflation, are repaid through payroll deduction (which eliminates the risk of default), and repayment starts immediately after disbursement of the loan. 

· Market performance:  In order to survive in the long run, the Fund must be able to compensate for the actuarial losses on loans granted to students and the administrative costs with gains elsewhere. Concern with the impact of investment underperformance on the ability to continue lending at 2001-2003 levels was addressed by the Committee in 2005 and a change to a more conservative asset allocation of financial investment was adopted. 

In response to these findings, and based on many of its recommendations, in May of 2005 the Technical Secretariat submitted various policy recommendations for the consideration of the Committee.
  

The Committee has been actively considering these options
 and its deliberations have been guided by its longstanding and unwavering commitment to afford educational opportunities to needy students of Member States and by its desire to ensure the Fund’s survival over the medium and long term. 

VI. TOTAL LOANS GRANTED

A. Historical information since the Fund’s inception

Between 1948 (when the Leo S. Rowe Pan American Fund began operation) and December 31, 2006, the Fund awarded 6,060 loans to citizens of Latin American and Caribbean countries to help them pursue studies in the United States, for a total of $13.2 million (equivalent to $27.3 million at 2006 prices).

The Fund also awarded 1,426 loans to staff members –for their own studies, those of their dependents, or for emergencies– for a total of $3.6 million (equivalent to $6.2 million at 2006 prices) (see Graph 1 and Statistical Appendix, Table A).  

Through the prudent investment in a portfolio of mutual funds (selected by the Committee on the recommendation of a firm of financial advisors and monitored by DBFS as Treasurer of the Rowe Fund), the Rowe Fund has managed to grow, from the initial endowment of $623,605 (equivalent to $4.6 million, at 2006 prices) received in May of 1952, to $13.8 million as of December 31, 2006.  

B. Total loans granted during the 2004, 2005, and 2006 triennium

During the period covered by this report, the Committee awarded a total of 264 loans totaling over $1.4 million, distributed as follows:

Table 1.  Loans granted in 2004, 2005 and 2006

	Year
	Student loans
	Loans to staff members
	Total loans

	
	Number
	Amount (US$)
	Number
	Amount (US$)
	Number
	Amount (US$)

	2004
	95
	573,800
	39
	170,110
	134
	743,910

	2005
	54
	275,770
	25
	97,463
	79
	373,233

	2006
	40
	233,762
	11
	65,158
	51
	298,920

	Total
	189
	1,083,332
	75
	332,730
	264
	1,416,062


The Rowe Fund experienced a reduction in the amount of loans granted in 2006 resulting in a decrease of 59.2 percent and 61.6 percent in student loans and staff member loans, respectively (when compared with loan amount awarded in 2004). 
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VII. LOANS TO STUDENTS

A. Trend in student loans

The amount of student loans granted in 2004 decreased by almost 25 percent as compared to the previous year. It fell again in 2005, by 50 percent, and then again by 15.2 percent in 2006.

Table 2.  Trend in student loans 1999-2006 
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Number 101 99 102 122 112 95 54 40

Amount (US $) 484,100 461,871 637,200 844,050 747,264

573,800 275,770

233,762

1999 2000 2001 2002 2003 2004 2005 2006

Number -26.3 -2 3 19.6 -8.2

-15.2 -43.2 -25.9

Amount (US $) -26.7 -4.6 38 32.5 -11.5

-23.2 -51.9 -15.2

Loans awarded

Rate of change of loans awarded* (%)


* Compared to previous year

In early 2003, the Fund Secretary expressed to the Committee its concern about the financial losses suffered by the financial investments of the Fund in the previous years, and the uncertainty about the speed and intensity of a financial recovery.  During the 941 meeting, in April of 2003, Mr. Donald Silk of Buck Consultants, the firm that provides financial investment advice to the Rowe Fund, echoed those concerns.

While the issue was studied, the Committee decided, as an interim measure, to suspend promotional activities. This explains much of the decline in loans granted during 2004-2005 and the continuing decline in 2006.   As will be seen further on, other factors might have also contributed to this declining trend in loan demand, particularly from students.

Student loans are interest-free and their repayment schedule is spread over more than four years, after completion of the studies for which the loans are granted.  Thus the Fund loses money with every student loan that it grants, since it cannot compensate for the effect of inflation on the purchasing power of the funds being returned.  In addition, not all students end up paying their loans in full.  Unless the returns on the Fund’s financial investments are enough to cover those financial losses plus the administrative costs incurred by the Fund and an amount sufficient to compensate –at least– for the loss of purchasing power of the endowment due to inflation, the Fund is destined to gradually keep shrinking over time.  

Since the Rowe Fund’s inception in 1948, there has only been one year that the Rowe Fund granted fewer student loans than in 2005, (in 1991 only 51 loans were approved).  However, in 2006 the number of loans granted to students hit an unprecedented low.  The severe decline observed in the number and amount of loans awarded in 2006 continues a worrisome trend initiated in 2003.  As seen in Graph G of the Statistical Appendix, a higher (27.8) percent of loans awarded in 2005 came from applicants seeking a second loan.  Most second loans are co-signed by the same guarantor.

However, this decline can only be partially explained by internal factors, such as a lack of promotion of the Fund,
 or the lack of suitable guarantors from prospective applicants.

External factors also played a role in the decrease of applications received and loans awarded.  According to figures of the Open Doors Report, published by the Institute of International Education
, the number of international students coming to the United States for the 2004/2005 academic years dropped by 1.3 percent from 2003/2004. This comes on top of the 2.4 percent decline observed in 2003/2004 when compared to the 2002/2003 periods.  The Open Doors 2005 Report reveals that five OAS Member States appear in the list of 25 leading places of origin of international students; which have experienced a decline in the number of students coming to the United States between 2005 and 2004 (Mexico -2.0 percent, Colombia -2.6 percent, Brazil -7.6 percent, Venezuela -5.3 percent and Jamaica -12.5 percent).  The Council of Graduate Schools has also detected this decline trends in Latin American and Caribbean students enrolled in universities of the United States.
  They reported that international student enrollment in US graduate schools declined 3 percent in 2004.

The recently published “Policy Implications of International Graduate Students and Postdoctoral Scholars in the United States,” prepared by the National Academies,
 echoes these concerns and examines the impact of national US policies on the flow of international graduate students and postdoctoral scholars.  In general terms all these reports tend to support that the decline in international student enrollment in US colleges and universities can be attributed to factors such as  “real and perceived difficulties in obtaining student visas (especially in scientific and technical fields), rising U.S. tuition costs, vigorous recruitment activities by other English-speaking nations, and perceptions abroad that it is more difficult for international students to come to the United States.  In addition, universities in students’ home countries and other regional host countries have been increasing their capacity to provide a high quality education to a greater number of students, at both the undergraduate and graduate levels.”

The above notwithstanding, in the last thirteen years (1994-2006), the Rowe Fund has awarded 1,400 loans for a total of $8.8 million compared to 1,327 for a total of $5.0 million (at 2006 prices) in the previous twelve years (1981-1993).  This represents an increase of 76.0 percent in the value of the loans.  The continued expansion of the Rowe Fund educational loan program and the goal of even greater coverage are paramount concerns for the Rowe Fund Committee, as it strives to maximize, through this program’s multiplier effect, its impact on the Hemisphere’s economic, development, and social integration.

B. Geographic distribution

The Committee is seeking to improve the skewed geographic distribution of loans.  Very few students from Latin America and the Caribbean who are studying or plan to study in the United States are aware of the Fund’s existence. Distribution of loan applications is not uniform because the Rowe Fund loan program is not as well-known in some countries as it is in others, and students from some countries are more likely to know a person who resides in the United States and is willing and able to co-sign their loan applications, due to of family or nationality connections. Thus, the best way to improve the geographic distribution of Rowe Fund student loans is by increasing the number and amount of loans granted and by focusing promotion. Increasing promotion throughout the hemisphere will improve awareness of the Rowe Fund loan program among students of Latin America and the Caribbean countries that are less represented and continue the search for ways to make more students eligible, through cooperative agreements with other institutions. 

According to the Open Door Reports, as of December 2005, more than 565,000 international students studied in the United States and approximately 67,818 international students came from Latin America and the Caribbean; of which 55.0 percent were, in descending order, from Mexico, Colombia, Brazil, Venezuela, and Jamaica.  Considering that only 189 loans were awarded in the triennium, and some students received more than one loan, the Rowe Fund is awarding, in average, less than one loan for every 1,076 students from Latin American and the Caribbean countries enrolled in universities in the United States.

Historically, the bulk of the applications have come from only a handful of countries. Six of the 32 eligible countries received 70.8 percent of all loans awarded during the period 1994-2006.
  They are: Colombia,
 Peru, Jamaica, Argentina, Ecuador, and Mexico.  Because the beneficiaries themselves spread the word about the educational loans that the Rowe Fund awards, this results in additional loan applications from students of those countries, thus further affecting the geographic imbalance in the distribution of loans.  

At the other extreme, half of the countries received only 7.6 percent of loans in the same period; and students from the six least-represented countries (San Vincent and the Grenadines, Commonwealth of Dominica, Antigua and Barbuda, Belize, Haiti, and Suriname) received 1.4 percent all together (just one loan was awarded to a Suriname fellow –in 2004– during the thirteen year period) (see Graph 2).
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Having said this, the trend was moving in the direction of narrowing the disparity in the geographic distribution of Fund loans in 2004-2005
 but reversed itself in 2006 (bear in mind that the number and amount of loans granted in 2006 was very small; hence the sample is not very representative).  A reduction of this indicator implies a more equal distribution of the loans among the eligible countries (see Graph 3).  

[image: image4.emf]Graph 3. Coefficient of variability of the geographical distribution of 

the amount of loans granted by countries,  1994 - 2006



1.4

1.5

1.6

1.7

1.8

1.9

2.0

2.1

2.2

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

coefficient of variability


Loans still tend to remain concentrated in just a few countries.  The same six countries that accounted for 70.8 percent of all loans granted during 1994-2006, received 64.3 percent of the total number of loans awarded in 2004, 2005 and 2006.  At the other extreme, seven countries –Antigua and Barbuda, Grenada, Guyana, Haiti, Nicaragua, Panama, and Uruguay – received none at all.

The Fund is committed to the achievement of a more equitable geographical distribution of the loans awarded, on the basis of the principles outlined below.

C. Distribution by gender 

The Rowe Fund has been closing the gender gap in the distributions of loans between female and male students.  Faithful to the principles of the OAS Charter, the Fund does not discriminate for reasons of gender, nationality or ethnic origin.  The Third Summit of the Americas has the mandate of mainstreaming the gender perspective into every area of work; this also means improving the process by which gender-specific data are compiled.  

Women’s increasing participation, at every level of education, is evident in the statistics that the Fund compiles.  The percentage of loans awarded to women, which was just one third of the total in 1995, has risen steadily.  In fact, for all practical purposes, the amount of loans awarded during 2001- 2004 was basically balanced, and in 2005 the number and amount of the loans that were granted to women exceeded those awarded to men by 7.4 and 5.5 percent points respectively.  However, as seen in graph 4 below, even though the percentage in the number of loans granted to female students in 2006 was 52.5 percent, the amount granted to men was slightly higher (51.5 percent).  
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D. Distribution by level of studies and gender

Rowe Fund loans are primarily for master’s degree studies.  During the triennium, 60.2 percent of the total loan amount awarded has been to students seeking a master´s degree.  This is true for both genders.  For instance, in 2006 of the total amount awarded to males, 69.9 percent went to help finance their master degree studies; and the percentage for women was 79.6 percent.

Table 3.  Percentage distribution of the amount of the loans

awarded annually, by level of study (2001-2006)

[image: image6.emf]2001 2002 2003 2004 2005 2006

Male 14.1 21.0 26.0 30.1 18.2 11.4

Female 18.5 15.7 31.2 37.7 42.4 6.8

Male 77.2 76.6 63.4 52.3 70.5 69.9

Female 75.3 74.6 57.6 53.5 57.6 79.6

Male 7.2 2.4 6.6 17.6 11.4 18.7

Female 4.7 6.8 7.4 8.8 0.0 9.7

Male 1.6 0.0 4.0 0.0 0.0 0.0

Female 1.6 2.8 3.8 0.0 0.0 3.9

% Certificate

% Masters

% Doctorate

Characteristic

% Undergraduate


E. Distribution by field of study

The most popular fields of study for Rowe Fund loan beneficiaries during the triennium were Business Administration (29.3 percent of total), Social Sciences (22.3 percent), and Legal Studies (12.8 percent).
Table 4.  Percentage distribution by field of study, 2004-2006

[image: image7.emf] 

2004 2005 2006

Triannum

Accounting  4.3 3.7 2.5 3.7

Agriculture 1.1 1.9 5.0 2.1

Aviation 1.1 1.9 0.0 1.1

Business and Management 28.7 40.7 15.0 29.3

Communication 4.3 9.3 0.0 4.8

Engineering  9.6 11.1 2.5 8.5

Fine & Applied Arts 4.3 1.9 10.0 4.8

Health Professions 6.4 3.7 7.5 5.9

Legal Studies 10.6 11.1 20.0 12.8

Math and Computer Science 4.3 1.9 10.0 4.8

Social Sciences 25.5 13.0 27.5 22.3

Total

100.0 100.0 100.0 100.0

Field of Study

(%)


F. Promotion of the loan program among students

For reasons explained earlier, no significant promotion efforts were carried in the triennium. In a study prepared for the Committee in September 1998, Buck Consultants had proposed specific limits on the maximum amount of loans that could be awarded to students,
 to ensure the viability of the Fund’s sustained growth.  

At meeting Nº 944 (July 2003), the Committee decided that the Secretariat of the Fund and Buck Consultants should work together on preparing an expanded and updated version of the guidelines on how to ensure not just the Fund’s financial viability but also its continued.  The Committee therefore decided to temporarily halt the promotional drives until a study projecting the Fund’s growth capacity in the years ahead was completed. The study (“Financial Outlook of the Rowe Fund: Diagnostic and Policy Implications”) was submitted by the Secretariat of the Fund and evaluated by the consulting firm, before it was presented to the Committee during meeting Nº 957 held on February 15th, 2005.  

Late in 2006, the Rowe Fund embarked on a marketing campaign to promote the Fund activities and increase its visibility through the Internet.  Some of the main results include having universities and related entities agree to include a link in their website of the Fund’s website (www.oas.org/rowe).  Also, the Association of International Educators (NAFSA) agreed to include information of the Fund in their NAFSA bulletin twice a year, at no cost.

While striving to ensure the long term financial sustainability of the Fund, the Committee has acknowledged four very important challenges to expand the Rowe Fund loan program that deserve some attention: (1) the need to gradually increase the number of students benefiting every year; (2) the importance of achieving a more balanced geographical distribution of beneficiaries;  (3) the need to find additional options to guaranty loans; and (4) the interest in expanding the range of opportunities for students from Latin America and the Caribbean to pursue higher-education studies in other countries.  Responding to these challenges will require increasing the awareness of potential borrowers about the existence of the loan opportunities offered by the Fund, and continuing the effort to establish cooperative agreements with other institutions.

G. Promotion by way of cooperative partnerships 
The informal cooperation arrangement established with the Pan American Association of Student Loan Institutions (APICE) in early 2002 represents a strategy used not only to promote the Fund’s program, but also to learn about the best practices of other similar programs.  APICE is an international organization consisting of public, private and mixed entities.  Its basic purpose is to promote, coordinate and manage academic programs, student-loan programs, fellowship programs and programs involving other forms of financial aid for students in the Hemisphere.  Under this arrangement, the Rowe Fund has been able to disseminate information about its program, participate in APICE-organized seminars and, in general, establish contacts with various APICE partners and use, as benchmarks, best practices from other educational loan programs.

The current Loan Officer was invited on two occasions, in April 2004 and May 2006, to be a  guest-speaker at APICE’s International Congress of Educational Loan Program.  These events were held in Bolivia and Ecuador, respectively.  The presentations of all speakers from the event held in Bolivia were compiled in a book entitled “El Financiamiento Interno y Externo de los Programas de Crédito Educativo” and published in July 2004.   

H. Return to the country of origin


Continuously monitoring and enforcing the rule to return to country of origin validates the social and developmental cause of the Fund: that Rowe Fund beneficiaries return to their native country so that they may utilize their acquired higher education to promote growth, cultural exchange and development within the region.



Since the return-to-country-of-origin collection campaign started in 2002, the Secretariat has carried out four collection campaigns to monitor the beneficiaries’ compliance with the requirement of returning to their country after their studies have been completed.  This campaign shows that about one in five of the beneficiaries of the Rowe Fund student loan program has remained in the U.S beyond the grace period as per stipulated in their contract without a valid reason for overstaying in the U.S. The table below provides a summary of the status of borrowers as of December of 2004, 2005 and 2006.

Table 5.  Percentage of students that returned to Latin America or 

the Caribbean, status in 2004, 2005 and 2006
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a) The borrower is currently residing in a Latin

American or Caribbean country.

149 34.4 135 34.6 133 42.9

b) The borrower resides in the U.S. and has a

valid reason for staying and/or received an

extension for continuing studies

37 8.5 39 10.0 35 11.3

c) The borrower is during the grace period

(while the borrower is studying in the US plus

twelve months after completion of studies for

Optional Practical Training purposes

167 38.6 139 35.6 71 22.9

f) The borrower is presumably in the U.S., in

breach of the agreement. 

44 10.2 30 7.7 14 4.5

g) After being contacted by the Secretariat, the

borrower argued not being able to pay the loan

in full and has agreed to a payment plan; which

includes an annual interest charge of 7%

36 8.3 47 12.1 57 18.4

Total 433

100.0

390 100.0 310 100.0


There has been continued improvement in monitoring the return to country of origin process. The follow-up procedure was streamlined in the Regulations approved by the Committee in meeting Nº 950 (February 2004).  One important aspect has been to accelerate collection of outstanding loans of borrowers that overstayed in the US and charging them an interest.  Many of those beneficiaries have either paid the loan balance in full or arranged a payment plan; which includes an annual interest charge of 7 percent.  The Fund has noticed that the loans are paid faster once interest charges have been applied, since borrowers try to avoid paying unnecessary interests.

I. Credit report on co-signers and students

Since April 2003, a credit report is being used as another tool for evaluating the loan application, as well as for locating the most recent addresses of co-signers and/or students (especially in the case of delinquent loans) with whom the Fund has lost contact. Since 2005, student applicants who submit guarantors with a credit history showing substantial past delinquency have been asked to secure other guarantors before their application is submitted for consideration of the Committee.

J. Alternative or supplementary guarantee mechanisms

Many potential applicants who are aware of the Rowe Fund student loan program and need financial assistance face great difficulties in finding a qualified guarantor who resides in the United States.  To allow more students to benefit from our loan program, the Committee agreed in 2000 to find alternate mechanisms by which Latin American or Caribbean institutions may serve as guarantors on Rowe Fund loans.

Since November 2000, the Committee has accepted “unconventional guarantors;” which includes select institutions or businesses located in Latin American or Caribbean countries that are approved by the Committee on a case-by-case basis. So far, a total of 98 loans have been granted with unconventional loan guaranty; its breakdown is shown on Table 6.  

There is no question that the acceptance of unconventional guarantors has allowed many students who really needed financial assistance and otherwise would not have qualified, to attain a Rowe Fund loan.  Many applicants have stated that finding a guarantor in the United States continues to be the main difficulty in the application process.  There is an upward trend of loan applicants using unconventional guarantors; 20.4 percent of loans granted in 2005 had an unconventional guarantor, versus 18.9 percent in 2004. 

The Secretariat is currently monitoring the effectiveness in recovering loans under the different types of guaranty since unconventional guarantors represent a higher risk because 38.7 percent lie outside the jurisdiction of American courts and collection systems.
  Nonetheless, new types of guaranties continue to be explored to open up access to the loans that the Rowe Fund offers.    

Table 6.  Student loans granted under unconventional guaranties,

since its inception until 2006
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38 285,000 43.9
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CD or Savings account opened by the co-signer, as a 
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K. Proposal to conduct drives to raise donations

In its search for ways to build up its resources in order to continue to grow in the spirit of Dr. Rowe’s bequest, in February 2004, the Committee approved a donations campaign proposal aimed at permanent observer countries and member states.  The aim is to set up active partnerships for the implementation of educational loan and/or grant programs to allow more Latin American and Caribbean students to benefit from higher education opportunities in OAS member states other than their own, or in permanent observer countries.  

The proposal was presented on April 16, 2004 to a group of representatives of OAS member and observer countries.  Unfortunately, due to lack of personnel, the Fund has been unable to follow up with those countries that attended the meeting or other member or observer countries that were unable to go to the presentation and, so far, nothing has been achieved, in spite of the interest in the concept expressed by several participants of the meeting.

As mentioned earlier, a supplementary guaranty account was funded by individual contributions received as part of donation campaign efforts during 2003 and 2004.  The Fund created a sub-account starting with a first donation from Dr. Manuel Metz with the purpose of serving as a supplementary guaranty for loans to students who would otherwise not be eligible to receive a loan from the Rowe Fund because they do not have fully acceptable guarantors (the guarantor may satisfy other requirements but may reside in countries other than the United States or be an institution that lacks sufficient net assets, etc.).  
As of December 2006, donations for $9,971 have been received and fourteen loans have been approved with the condition that ten percent of the loan amount granted be set-aside in the Supplementary Loan Guaranty Sub-fund.  These accounts are being monitored closely to evaluate the repayment trend of the borrowers.  There is not enough money left in the account to continue guaranteeing additional loans. 

VIII. LOANS TO STAFF OF THE GENERAL SECRETARIAT

A. Trend in staff loans 

The loans to staff of the General Secretariat are not interest-free, and vary depending on the prime rate of the United States.  These loans are for staff and/or their dependents to pursue studies, or for emergencies.  

The increase in the number and amount of loans to staff of the General Secretariat observed in the 2001-2002 period reversed itself during 2003-2006, mostly because the interest rate started ascending by the end of 2003 after hitting a historical low of 4 percent in July 2003 (see graph 5).
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Table 7.  Loans granted to staff of the General Secretariat 2000-2006

	Loans to Staff
	
	
	
	
	
	
	

	Loans awarded by:
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	Number
	33
	37
	37
	33
	39
	25
	11

	Amount (US $)
	212,330
	268,672
	246,456
	187,959
	170,110
	97,463
	65,158

	Rate of change (%)
	
	
	
	
	
	
	

	By Number
	57.1
	12.1
	0
	-10.8
	18.2
	-35.9
	-56.0

	By Amount
	30.9
	26.5
	-8.3
	-23.7
	-9.5
	-42.7
	-33.1


	Loans to staff as a percentage of the total loans awarded
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	By Number
	24.6
	26.6
	23.3
	22.8
	29.1
	31.6
	21.6

	By Amount
	31.5
	29.7
	22.6
	20.1
	22.9
	26.1
	21.8


The decrease in number and amount of loans awarded during the triennium can be partially explained by increases in interest rate as well as difficulties meeting the guaranty requirements
.  It is worth noting that the principal guaranty of repayment is the automatic payroll deduction.  Thus, there has never been a default on a loan made by the Fund to a staff member of the Secretariat.  

B. Decline in the balance of Staff loans

Not only did the number and amount of the loans granted to staff decrease, so did their outstanding balance (by 16.9 percent in 2004, 34.2 percent in 2005, and 39.1 percent compared to previous year). This decrease in the loan balance since 2003 has been due to the reduction in the amount of loans granted; the early repayment of loans due to the steady increase in interest; and repayment in full of loan balance of employees being separated from service with the Secretariat.  As a result, the interest received from those loans decreased.

Table 8.  End-of-year balances of loans to staff of 

the General Secretariat 2000-2006
	 
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	Staff loan balance
	     713,279 
	     803,849 
	     849,352 
	     695,801 
	     578,550 
	     380,679 
	     231,978 

	Rate of change (%)
	12.7
	5.7
	-18.1
	-16.9
	-34.2
	-39.1


C. Agreement with the OAS Staff Association to guarantee loans to Staff 

An agreement was signed with the OAS Staff Association on November 27, 2002, whereby the Association set up a supplementary guaranty account for loans to staff members.  At present the agreement can cover up to $600,000 of outstanding loans obtained using the OAS Staff Association as Guarantor, on the basis that the supplementary guaranty account set up by the Staff Association will extend loan guarantees for up to 20 times the amount in that account. This covers the eventuality that a staff member, for whatever reason, might be separated from service with the General Secretariat and termination benefits of the employee that serve as a collateral might be insufficient to cover the balance owed to the Fund.  To be eligible for that guaranty, the Staff Association must give its written consent for the supplementary guaranty account to be used to secure the Fund’s loan to the staff member, under the terms of the Agreement between the Staff Association and the Rowe Fund (one of the requirements is that the staff member pays its dues to the Staff Association).

IX. ADMINISTRATIVE CHANGES IN LOAN MANAGEMENT

A. Transfer of functions from Department of Budgetary and Financial Service to the Secretariat of the Rowe Fund

In the previous biannual Rowe Fund report (2002-2003) it was reported that, with the goal of maximizing collections on delinquent loans, the Committee, at its meeting Nº 938 (January 2003), approved the Department of Financial Services’ offer to take on a more active role in collecting delinquent loans and to refer to the collection agency only those cases that internal efforts were unable to resolve.
  In meeting held on April 13, 2005, the newly reorganized Department of Budgetary and Financial Services (DBFS), previously the Department of Financial Services) transferred the collections functions back to the Rowe Fund Secretariat, as well as additional functions previously carried out by this Department.

B. Collection efforts

One area of steady improvement has been that of reducing the default rate and the loans in arrears.  From 2003 until March 2005, collections were performed by DBFS.  In May 2004, DBFS entered into an agreement with North American Credit Consultants, a new collection agency, and sent 32 accounts totaling $118,348.9.  These loan accounts were not written off and only $27,021 had been collected as of December 31, 2006.  Because those loans sent to a collection agency by DBFS were not written off, the percentage of delinquent loans is higher and offsets the actual results of collection efforts carried during the triennium.  

As shown in Graph 6 below,  loans in arrears increased from 10.3 percent in 2003 to 14.5 percent in 2004 13.2 percent in 2005 and 18.6 percent in 2006.  The observable reduction in 2003 is especially significant because no loans were sent to the collection agency.  In comparison, the decline observed in 1998-99 was due, almost exclusively, to the fact that accounts deemed un-collectable (for $551,202) were written off in the Fund accounts, and sent to the collection agency.  The increase in rate of loans in arrears in 2006 is due not only to the fact that loans sent to a collection agency were not been written off, but also due to a decrease in the denominator (sum of total outstanding balance) mainly caused by a decrease of loans granted accompanied by a faster recovery of outstanding loans.  The recovery index in 2006 was 105 percent, which corresponds to the amount collected for extra payments that is in addition to their monthly installments.  The fact that during the triennium, 285 loan accounts were paid in full –on average- sooner than if they had continued making their regular monthly payments, had two beneficial outcomes: it eliminated the uncertainty about repaying their loans in full, and it reduced the financial cost of the loan for the Secretariat by allowing the money to be reinvested.
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As indicated earlier, in May 2005, the Rowe Fund Secretariat took over collections from DBFS. At that time, the Technical Secretariat was faced with two major issues: first take over the collections responsibilities for the student loans already in default as of May 2005 and, second, address in the urgent need to institute a new mechanism that would allow the Secretariat to deal with the issue of collections in a timely, comprehensive, and structured manner.  As a result, the Technical Secretariat submitted for the consideration of the Committee document LSRF/427/2005 “Proposed Timeline for Collections of Loans in Arrears;” which was later approved at its 961st Meeting that took place in October of 2005.

In order to be able to act expeditiously on the student arrears situation, it became necessary to devise indicators that would allow the Technical Secretariat to ascertain in a timely fashion its extent vis-à-vis the collections time-line approved by the Committee. The fact that Leo S. Rowe Fund student loans have an extended grace period makes it advisable to further refine the analysis of student arrears and also focus on those loans that are in active repayment status at any given point in time.  It is important to differentiate that loans in arrears (overdue loans) differs from defaulted loans.  It is up to the institution granting the loan to decide what qualifies as arrears.  Default rate, as opposed to the rate of arrears is, according to the Department of Education’s Collection’s Guide to Defaulted Student loans “when a loan holder makes repeated efforts to locate and contact the student without payment.”  This process is called “due diligence.”  Student loans should not be considered defaulted unless all hope for collecting via in-house means is lost and due diligence is performed in attempts at recovery.  In conclusion, loans that are defaulted should be written off and sent to a collection agency.  

With the adoption and systematic implementation of the collections time-line mentioned above and with the assistance of a collections consultant the Technical Secretariat began contacting students early into the arrears problem and has assisted them in meeting their obligations through various payment plans tailored to each student’s particular situation and ability to pay.

It is worth mentioning that the annual payment collected from outstanding student loans increased by 15.3 percent during the period cover by this report, compared to the previous triennium (2001-2003).  As shown in graph 7, below, the annual payment collected on loans as percentage of average loan balances, has steadily increased since 2003 and accelerated in 2006 (46.5 percent).  
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C. Review of the Regulations

In 2002, the Committee decided to publish an official version of the Regulations at least once a year, to reflect the decisions it had adopted.  At its special meeting Nº 931 (June 2002), the Committee approved an updated version of the Regulations which had been approved in September 2000.  The following review of the Regulations was approved at meeting Nº 940 (March 2003) and the Committee approved the latest official version of the Regulations during meeting Nº 950 (February 4, 2004).  

D. Streamline of loan application process

During the period covered by this report, the Fund has strived to better serve its beneficiaries.  
a. The use of credit cards has increased steadily since being introduced as a payment option in 2000 and has become the option most used by students to pay their Rowe Fund loans (49.6 percent, 59.9 percent, and 54.9 percent of total payments collected in 2004, 2005 and 2006, respectively, were done by credit card).  This form of payment has made it much easier for many of our borrowers to make their payment from their home country, particularly for those who live in countries where there is no OAS office, or who live in regions distanced from their countries’ OAS office. 
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b. Students receive regular monthly statements, which are correct and current.  They also have electronic access to their account statements via the Internet, from any country in the world, 24 hours a day.  This is an enormous improvement over the situation in the not-too-distant past when, because of inadequate systems and administrative problems, the account statements did not always go out on time and frequently had errors and corrections. In the former system, sometimes months would go by before payments students had made –whether directly or through the OAS offices in the member States– would show up on their statements. The on-line service considerably reduces the Fund’s paperwork and the number of inquiries it must answer.  It is also another tool that helps to reduce the incidence of payment arrears and defaults.

c. A point of concern is the total time to process a loan; from the time the application is received until disbursement of the check.  As shown in Graph 9 below, the total lag time between receipt of the application and issuing the check to the student averaged 54.5, 99.2, and 65.7 days for 2004, 2005, and 2006 respectively. 
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When broken down by processing stages in Table 10, we observe that in 2001 the lag time between receipt of the application and its approval by the Committee averaged 44.9 days.  The figure dropped to 33.9 days in 2003 and 23.7 days in 2004 respectively.  Unfortunately, the downward trend reversed in 2005 and 2006 (mostly because it took 69.8 and 42.4 days between receipt of the application and its approval by the Committee in 2005 and 2006 respectively, versus only 23.7 in 2004).

Table 9.  Time elapsed for loan application processing 2001-2006

(average number of days)
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Table 9 shows that the lapse between approval of loans by the Committee and their disbursement to the student was reduced by half, from 44.9 days in 2001 to 23.3 in 2006.  In conclusion, there is room to improve the efficiency of the Rowe Fund’s operation.

[image: image16.emf]Graph 10. Average and median (in days) between the date the loan application was 

received and its approval, 1996 - 2006

0

10

20

30

40

50

60

70

80

96-98 99-00 2001 2002 2003 2004 2005 2006

Years

Days

Average Median


X. FINANCIAL OUTLOOK OF THE ROWE FUND

A. Financial highlights of the triennium (2004-2006)

The financial statements of the Fund’s operations (2001-2006) appear in Tables O and P of the Statistical Appendix.  These statements show that the Fund’s financial situation improved during the past triennium.

a. The market value of the investment portfolio continued the recovery that started in 2003 (after a drastic fall during 2001-2002).  The increase in value for 2006 was 17.0 percent compared to the previous year. 

b. Net assets, which totaled $9.8 million in December of 2002, increased to $13.8 by the end of 2006 (representing an increase of 11 percent).  The change reflects mainly the changes in the market value of investments in stocks and bonds, and also the reduction in the combined portfolio of loans to students and to staff members. 

c. The outstanding balance of student loans decreased by 14.1 percent during the triennium when compared to the previous triennium (2001-2003), while the balance of employee loans decreased by 49.3 percent. Overall, the total loan balance decreased by 23.2 percent during 2004-2006 when compared to 2001-2003.  This is mainly due to the decline on loans awarded combined, in the case of student loans, with major collection efforts that significantly improved the repayment of loans.

d. Administrative expenses for the triennium as a whole were 46.4 percent higher than during the 2001-2003 triennium. The main categories contributing to this increase were salaries followed by OAS Credit Union administration fees and external auditors fees.  In the past, the Regular Fund covered a much larger proportion of Rowe Fund costs, but for several years the Rowe Fund has only received $1,800 per year.  In 2006, this contribution only corresponded to 0.54 percent of the $332,800 of administrative costs borne by the Rowe Fund, and that figure does not include the salary of the Technical Secretary.

The results during the triennium were, on balance, satisfactory.  

B. Financial sustainability of the Rowe Fund in the medium and long term

As mentioned in section VII-A “Trend to Student Loans,” given the weak investment returns, the higher-than-expected administrative expenses, and level of employee loans during 2001-2003,
 the firm Buck Kwasha Investment Consultants (“Buck Consultants”) recommended in early 2003 a review of the guidelines provided by the same firm in 1998.
  The guidelines were proposed by the Secretariat and reviewed by Buck to ensure that the study was not technically flawed or biased.  The results were presented to the Committee at its meeting Nº 957 on February 15, 2005 and discussed in meetings Nº 958 and 960 (April and June 2005, respectively).  The study highlighted that:

a. The financial situation of the Rowe Fund is precarious in the long run.  The Fund relies on the financial return of its assets for its continued operation since the student loans are interest-free; the Fund loses money, in real terms, with every student loan it grants.  The Fund can only generate a limited amount of money to continue providing loans and the amount available for such purpose depends not only on the allocation of its assets but also on market performance and the operating costs of the Fund.

b. The steady growth of the administrative expenses paid by the Rowe Fund is imposing a heavy burden that jeopardizes the long-term financial soundness of the Fund.  The administrative expenses paid by the Rowe Fund jumped from around $78,900 per year, on average during 1984-1998, to $332,800 for 2006.  The jump in administrative costs resulted mainly from the inability of Oracle to manage the individual accounts, which was resolved by outsourcing the service through the OAS Staff Federal Credit Union (around $75,000 per year), and the concomitant need to ensure the survival of historical data (through a contract granted to ASPEX, for a total of $200,800.
 In addition, the post of the Technical Secretary was eliminated from the Regular Fund, and there is a need to include it again in the budget of the Regular Fund.  If the Fund had to absorb the cost of the post of Technical Secretary in addition to the other administrative costs which pays, for, it would very likely enter a spiral of continually declining assets that would inexorably lead to the end of its ability to carry out its mandate.

[image: image17.emf]Graph 11. Administrative Expenses paid by the Rowe Fund 
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c. The study concludes by recommending that administrative costs paid by the Rowe Fund be capped, for 2006, at $150,000 (at constant prices), and that the Regular Fund pays for the remaining administrative expenses incurred by the Rowe Fund.  This would make the financial outlook manageable under the assumptions of the two most favorable of the four scenarios contemplated in the study for the financial markets.
 

Those recommendations were echoed in the previous Report of the Rowe Fund to the Permanent Council, and continue being valid today.  To re-establish the financial soundness of the Fund and to allow it to resume lending to students at levels that are similar to those achieved during 2000-2002 (of about $600,000 per year) is viable, but it will require the support of the member States.  Member countries need to recognize that the Rowe Fund is a very important element of the work carried out by the OAS for the benefit of their citizens, and should act accordingly.

STATISTICAL APPENDIX

A. GRAPHS IN THE STATISTICAL APPENDIX

B. TABLES IN THE STATISTICAL APPENDIX

http://scm.oas.org/pdfs/2007/CP17959E-1.xls  [Statistical appendixes A (graphs) and B (tables)]
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� In February of 2001, Dr. Manuel Metz temporarily assumed the functions of Technical Secretary of the Rowe Fund, given his years of experience as representative of the Secretary General to the Rowe Fund Committee.  This part-time delegation of the functions of Technical Secretary to Dr. Metz did not imply additional cost to the Rowe Fund since his salary continued to be paid by the Office of the Secretary General until his retirement in December 2004.  


� The agreement was formalized in an exchange of letters between the Chair of the Fund and the Chief of Staff of the Secretary General, on December 6, 2001.  Subsequently, the member states decided to assign available object 1 resources to meet the shortfall caused by statutory pay increases and the funds budgeted for the Technical Secretary Post were included under those “available.”  In its 2003 report, the Board of External Auditors observed that the Senior Advisor of the Fund was going to retire in 2004 and that the 2005 Regular Fund budget did not have funds earmarked for his successor.  


� Executive Order Nº 02-2 (issued on May 14, 2002) in paragraph C.2.a states that “There shall be a Rowe Fund Technical Secretariat composed of a Technical Secretary funded by the Regular Fund under the OAS Program Budget, and, subject to availability of funding by the Rowe Fund, of other staff members to assist the Technical Secretary in the Performance of his/her functions.”  In spite of it (and of the December 2001 agreement) no money has, so far, been budgeted in the Regular Fund to re-establish the financing of the Technical Secretary post. The financial health of the Fund (on which it depends to be able to continue assisting students from Latin American and Caribbean countries who study in universities in the United States) would be in jeopardy if the Rowe Fund were to pay for the salary of the Technical Secretary.


� During the previous triennium, the Committee held 36 meetings.


� This valuable and comprehensive report was prepared by Dr.  Manuel Metz, Technical Secretary to the Leo S. Rowe Fund from the beginning in February 2001 until his retirement in December 2004.


� These figures do not include the cost of the post of Technical Secretary, which until 2002 was paid by the Regular Fund. 


� Most of these recommendations were derived from the study contained in document LSRF/027/2005 “Financial Outlook of the Rowe Fund: Diagnostic and Policy Implications”.  Additional suggestions made by the Fund’s Secretariat in document LSRF/204/2005 “Policy Guidelines for the Leo S. Rowe Fund in 2005-2006,” were intended to reinforce those already proposed in the above mentioned study and sought to expeditiously implement its recommendations.   


� The proposal to streamline the loan application process by allowing the approval of loan amounts by academic year rather than by semester as was the case up to then was approved by the Committee.





� At its 942nd Meeting held on April 8, 2003 the Leo S. Rowe Fund Committee decided that, given the poor performance of the Fund’s investments, it was not appropriate to promote the Fund. 


� Institute of International Education, 2005 Open Doors Report (http://www.opendoors.iienetwork.org/) 


� The Council of Graduate Schools (CGS) is an organization of 460 institutions of higher education engaged in graduate education, research, and the preparation of candidates for advanced degrees.


�The following institutions are the members of The National Academies: The National Academy of Sciences, The National Academy of Engineering, The Institute of Medicine and the National Research Council.  The report was prepared by the Committee on Policy Implications of International Graduate Students and Postdoctoral Scholars in the United States, Committee on Science, Engineering and Public Policy, Board on Higher Education and Workforce Policy and Global Affairs.


� Institute of International Education, op.cit.


� Colombia, Peru, and Jamaica, combined, received 48.1 percent of the loans awarded in the last thirteen years.  If we add the three countries that follow (in order, Argentina, Ecuador, and Mexico), six countries accounted for 70.8 percent of all the loans awarded in that time period.  


� Although Colombia remains the main recipient of Rowe Fund loans, the proportion of loans awarded to Colombians has declined during the past quinquennium (2001-2005) to 19 percent compared to 25.9 percent during 1997-2001.


� In 2004-2005, the process of reducing the variability coefficient reached unprecedented lows of 1.5 and 1.4, respectively.  


� Student loans granted during 2003 exceeded the originally recommended limit of 8 percent of invested assets per year.


� Prior to that date, a guarantor had to be exclusively a citizen or permanent resident of the United States and lived the United States.


� In general, the types of guarantees that impose lower risk are: loans secured by a CD or a savings account (since the outstanding amount can be collected as soon as the borrower becomes delinquent), loans granted under the Fundacyt-OAS agreement, and loans sold with a discount (since the money is received before the disbursement is made to the student).  Loans underwritten by individuals or institutions from other countries carry the highest risk of default, and the actual performance of those loans already granted is being studied by the Secretariat, in order to evaluate their viability in the long-term. 


� In the audit conducted in 2002, the Inspector General requested explanation on the guarantees of repayment that rely on the benefits that a staff member has accrued should he or she be separated from service with the General Secretariat either voluntarily or involuntarily.  It was concluded that such termination benefits are not an absolute guarantee if, for any reason, the employee fails to honor his or her loan.  The Rowe Fund does not have an agreement with the Retirement and Pension Fund that would allow the accrued benefits in a staff member’s individual retirement account to be used as a guarantee.  Therefore, other alternatives were explored; and currently the agreement signed with the OAS Staff Association on November 27, 2002, is the only guarantee OAS Staff members have. 


� Before having an agreement with the OAS Staff Association loans to staff of the General Secretariat were charged an interest equal to prime minus one percent.  Currently, they are charged an interest rate equal to the prime rate of the United States.


� The Department of Budgetary and Financial Services received a fee from the Fund for its collection service. A person was assigned the tasks of constantly monitoring the individual accounts and of contacting either in writing or verbally, the borrowers and, if need be, their co-signers.


� Traditionally, DBFS had been responsible for the accounting and processing of all Rowe Fund transactions (both those involving the Regular Fund and those of the Rowe Fund itself).  It had also served as a contact point for banking, and/or other financial consulting entities (OASFCU, Buck Consultants, Bank of America, and External Auditors).  Currently, DBFS manages the investment performance of the Fund, financial statements, and individual accounts, which includes credit card settlement and receivables.


� There are, of course, elements in those time lags that escape the control of the Secretariat.  For example, between the time an application is received and then presented to the Committee, the Secretariat must, in the vast majority of cases, ask the student to explain or clarify the information presented in the loan application, or to provide additional information.  Also, the Secretariat of the Fund has no control over the amount of time that passes between the time the contract is sent to the student for signature and the time the student returns the signed contract.


� The balance of loans to staff members increased substantially during 2002-2003 but fell in the past triennium (2004-2006).


� The study carried out in 1998 by Buck Consultants focused on the following objectives of the Fund: a) Increase the percentage of gross loans receivable, but in a manner consistent with the growth of the Fund’s principal in real terms and b) To invest the Fund’s investable assets in a prudent manner that can be expected to increase their value without taking undue risk to the long-term health of the Fund (Buck Consultants, “An Evaluation of Investment Policy Issues for the Leo S. Rowe Pan American Fund”, Pittsburg, PA, September 29, 1998, page 2).


� There are concerns in the financial markets about the uncertainty in the United States economy due to factors such as its large foreign trade and public sector deficits that are being financed mostly by foreign investments.  This creates an unstable situation that could lead to a significant depreciation of the US dollar, which would scare many of those foreign investors and lead to a fall of the value of US stocks and bonds.  It would also push domestic interest rates up, with negative effects on domestic investment and production; that would further reduce the price of bonds and stocks.  In response, the Fund should look at ways to strengthen its financial situation.


� In addition, the Rowe Fund pays for External Auditors services (since 2003), salaries of the Loan Officer and Loan Technician, and also Buck Consultant’s fees for investment services. 


� See the report “Financial Outlook of the Rowe Fund: Diagnostic and policy implications” (page 22).”
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