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Excellency:


I have the honor to address Your Excellency to request that you kindly arrange for the circulation, as a working document of the Committee on Administrative and Budgetary Affairs (CAAP), of the attached text of the statement by the head of the Permanent Mission of Brazil on the document “The OAS’ Financial Condition:  Crisis to Choices” (CP/doc.3534/01).


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


(Carlos Middeldorf)


Chargé d’affaires, a.i.

His Excellency

Ambassador Esteban Tomic Errázuriz

Permanent Representative of Chile to the OAS

Chair of the Committee on Administrative and Budgetary Affairs 
THE OAS’ FINANCIAL CONDITION: CRISIS TO CHOICES

Remarks by Brazil’s Permanent Representative

November 19, 2001
/

Allow me to start by thanking the Secretariat for this very clear and practical document
/ we have before us, which gives us very clear options for productively using the sizeable financial surplus this Organization will have at the end of this year. We are relieved that, instead of facing another year-end financial crisis, we are today able to open a far-reaching and transparent discussion on the financial health of this body.


I need not stress how important this matter is to Brazil: we are the third largest contributor to the Organization’s Regular Fund. And we are deeply committed to its continued hemispheric usefulness: when we pay, in the next weeks, our 2001 contribution to the OAS, this will be the only international body to which Brazil owes no arrears – and this in spite of the marked devaluation suffered by our currency vis-à-vis the US dollar. Since 1999 to the present, Brazil’s contribution to the OAS more than doubled, in Brazilian currency, and my Government has very clear and precise views on the matters we have today before us.


We are dealing with a very concrete subject, and I shall be undiplomatically blunt about it. I must make it quite clear that under no circumstances Brazil will accept the idea of automatic quota increases; under no circumstances will Brazil accept pegging budget or contributions to any indexes that reflect cost-of-living adjustments due to inflation in the United States.


I am sure we all have in mind that Member Countries’ contributions come from taxes collected by our Governments from our taxpayers, in our respective local currencies.  Those taxes are obviously not adjusted for inflation in the US; the argument, then, that contributions to the OAS should be raised to compensate for cost-of-living increases in the most prosperous economy on earth is politically indefensible, very hard to justify in budgetary terms and shall not be entertained by Brazil–much less so in a moment when the Organization is expected to reap a huge surplus. In a similar situation, countries would be adopting tax-cutting policies; this is not the moment to consider raising contributions, especially when many Member Countries are facing severe economic hardship.


Moreover, Brazil questions pointedly the assertion that the OAS Regular Fund should in its entirety be adjusted for inflation. We know that, out of the 2002 budget, fully 62% is spent with personnel costs, including a recent increase of 8.5% in salaries. I do not think that any Member State would, at this juncture, seriously consider granting further raises to the Organization’s personnel, however hardworking and dedicated they are.


If 62% of the Regular Fund goes toward salaries, which are not to be raised again in the near future, we could be considering increases only to the remaining 38% of the budget – but we are not. Brazil would be willing to engage in an exercise through which we would identify first which activities and entities within the OAS need additional funding, and precisely how it should be spent. Only then, after reaching consensus on what would be an ideal budget, only then we should go to our Governments and taxpayers to ask them to shoulder the additional burden that increased contributions would represent.


I must at this point stress the fact that Brazil has no anxiety at all as to the OAS’ ability to carry out its mandates: on the contrary, Brazil is firmly convinced that, at the present level of its funding, the OAS has been quite successful in its performance. This is not a financial institution, that needs to generate profits; this is not a charitable foundation, to channel donations to worthy causes. This is a political organization, devoted to cooperation in matters of common interest, and as such it has performed quite well.


But the document before us poses eight clear questions, and I shall now give them clear answers:

Question no. 1:  Should the Member States invest in capital funds to relieve some of the financial burden of certain activities on the Regular Fund?
Answer: a qualified yes, since the example given is not what we had in mind. Brazil favors creating a Seed Fund for IACD’s projects, including scholarships, but not reducing further the Regular Fund financing of the existing scholarship program.


Brazil would also strongly support that part of the 2001 surplus be paid into the Peace Fund; the Human Rights Fund; to a Fund to support anti-Terrorism cooperation; and as will be seen in answer to question no. 6, to a specific fund or funds to finance Summit mandates.


Brazil will however favor very strongly that, before contributing to those Funds, the statutory Reserve Subfund be substantially increased, maybe even doubled. The reason for this proposal is that the Reserve Subfund generates income, in the form of interest paid to the Organization. For instance, US$ 20 million in reserves should generate each year approximately US$ 1.3 million in interest, to be added to the 2003 and following budgets, increasing the annual available funds with no further commitments from Member States.

Question no. 2: Should the Member States invest in needed conference facilities?


Answer: yes, but the increase in the annual mortgage payment should be offset by the partial mortgage pay-off to which question no. 7 refers.

Question no. 3: Since arrears payment by the large contributors have such a significant impact on the potential reserve, should decisions be reserved until the payment(s) are assured?

Answer: no. A public and clear commitment by a member-state is to be taken at its value, and both Brazil and the US have undertaken to pay their arrears to the OAS. The implementation of the decisions may, however, await the actual disbursement of funds.

Question no. 4: Should any of the available cash be used to finance the Regular Fund Budget?


Answer: a definite no. The 2001 budget is under execution, and the 2002 budget was adopted in Costa Rica. If the proposal aims at increasing both budgets to compensate for inflation, Brazil will not support such a course of action, because it will not accept any indexing of expenses and contributions to inflation.

Question no 5: Should all mandates financed by the Regular Fund have a clearly stated resource level and end-date?

Answer: a clear yes – although Brazil fears that the required level of discipline for this policy may be very hard to meet.

Question no. 6: Should member-states “seed” Summit or other mandates by transferring some of the reserves to specific funds instead of the Regular Fund?

Answer: another very clear yes. Besides being results-oriented, the proposed transfer of our surplus would free funds from the Regular Budget to be allocated to increased translation costs, building repairs and improvements, etc.

Question no. 7: Should the member states “pay off” existing mortgages in order to release the amount of the mortgage payments for other Regular Fund requirements?

Answer: yes, but a smaller payment than US$ 25 million should be considered.

Question no. 8: Should member states establish a capital fund reserve with a portion of these funds?

Answer: at this point, considering that the disbursements proposed above are far more relevant to the OAS, Brazil does not think it necessary to establish a capital fund reserve.


I wish to conclude these remarks by stating my conviction that this is indeed a very interesting moment in this Organization’s recent history. Without having to resort to the very divisive exercise of increasing the Regular Fund and Member States’ quotas, we have the “once in a lifetime opportunity” to adequately fund most of its mandates and to put it in a sound financial footing.

All Member States, whatever be the amount of their financial contribution to this Organization, should be actively and urgently engaged in the open exercise we have to undertake, because with this unexpected surplus we find ourselves in a position to define more precisely our hemispheric goals – and I must remind you that we can do that, in spite of the very sobering moments we are all facing, in a climate of deepening worldwide economic recession.

� FILENAME  \* MERGEFORMAT �CP09074E04�








�.	Amended to reflect observations and clarifications provided by the Assistant Secretary for Management.


�.	See CP/doc.3534/01, dated 11/30/2001.





