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ORGANIZATION AND LAUNCH OF ICPO

.  BP Preparation Cost 5,000 5,000 5,000 -

.   Office rent

.   Modification of offices and equipment, includes computers 5,000 5,000 5,000 -

.   Salaries 21,667

         support expert for ICPO and regional offices (1) 35,000 5,833 5,833 35,000

         expert on Internet contents (1) 35,000 0 5,833 5,833 35,000

         Coordinators. Regional offices (5) 60,000 0 10,000 10,000 60,000

.  Support funds for UDSE for portal development 24,000 4,000 4,000 4,000 4,000 4,000 4,000 24,000 -

.  Initial demand study 5,000 2,500 2,500 5,000

. Cost of a meeting of the Administrative Committee 10,000 10,000 10,000

.  Research Fund 50,000

TOTAL INITIAL INVESTMENT and EXPENSES 70,667

PREOPERATING EXPENSES (Stage 1 A) 

TOTAL ANNUALIZED OPERATING EXPENSES 130,000

TOTAL ANNUALIZED INVESTMENT 50,000

TOTAL  FLOW STAGE 1 A (initial implmtn.) 9,000              4,000            6,500           19,000         4,000           28,167         70,667                

TOTAL FLOW  STAGE 1 B (1st year operations)  180,000            

Notes:

UDSE has received financing for the fees for the preparation of the portal until September 2004 (US$4,000) and for the Business Plan (BP, US$5,000)

STAGE 1 A - IMPLEMENTATION

PRE-OPERATING EXPENSES and INITIAL INVESTMENT
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EXECUTIVE SUMMARY OF PHASE I OF PREPARATION OF THE ICPO BUSINESS PLAN

At its September 2003 meeting in Mexico City, the Inter-American Committee on Culture (CIC) accepted the conclusions from a feasibility study prepared by Mr. Raj Isar, deeming them "a good starting point in the creation of the Inter-American Cultural Policy Observatory (ICPO)”. 

The CIC members issued a request to “draw up a business plan, taking on board the conclusions of the feasibility study, particularly the three options regarding the structure of the ICPO, and paying due attention to its funding, administrative structure, location, and operational mechanisms".

In particular, the CIC adopted the major conclusions from the study as they relate to the basic roles of the ICPO and its conditions of operation:

· Facilitating the exchange of information on cultural policies and cultural diversity in the member states. 

· Gathering and making available specialized information on the cultural sector.

· Promoting research and data collection on cultural policies in the member states.

· Contributing to the design of indicators by which to measure the impact of policies in the cultural sector.

The USDE, with the support of an external consultant
, prepared a feasibility study between March and June 2004, based on the alternatives put forth in Mr. Isar's report. That document was submitted to the Preparatory Meeting for the Second Inter-American Meeting of Ministers and High Authorities that was held in Washington DC on June 18 and 19, 2004.

This USDE study proposed two courses of action for moving forward with creation of the ICPO:

Course of action 1. This involves a multiphase implementation plan for the ICPO, on the basis of a formal or informal network, in which would be defined the stages of the ICPO that could lead to the creation of an autonomous entity. This alternative was identified and its advantages and drawbacks were discussed, but it was not pursued further in the feasibility study. 

Course of action 2. To constitute the ICPO as an autonomous organization with all the necessary resources, and to implement it within a relatively short period of time. This alternative was elaborated in detail, with an initial business plan that included an in-depth discussion of its design, organization, logical framework, timetable, costs and financing.

Members present at the preparatory meeting recommended moving forward under the first course of action, the multiphase plan, whereby the first phase of the ICPO would be developed by the Technical Secretariat and financed with external contributions, based on a virtual model that would take account of existing observatories.

This route implies gradual implementation on the basis of a network of similar organizations and Internet portals in the region. This recommendation postpones development of an autonomous entity to a subsequent phase: in effect, the preparatory meeting concluded that this would require a more complex organization, and hence greater investment of resources by the OAS and its member countries, something that would be difficult to achieve at the current time.

The document presented below constitutes Phase I of the requested business plan. This pilot phase would cover three years following establishment of the ICPO. Since this is a fairly long period of time, it was considered advisable to develop all the aspects necessary for creating the ICPO during a "pre-operations" phase that would be known as Stage IA, while the first year of actual operation was designated Stage IB. Stage IC, which would cover the last two years of the pilot phase, were not included in this business plan, because it will depend critically on the progress and direction of the ICPO in its first year, and the working plan that its constituted authorities and participating entities devise for it.

Consequently, this business plan is of a preliminary nature, and is intended to get the ICPO underway.

The framework offered is the one most closely in line with the recommendations of the CIC and the Preparatory Meeting, taking into account the progress made through the previous technical documents commissioned by the USDE and the recommendation to move forward with a multiphase plan, and it is consistent an organizational strategy that would involve minimal outlays in the initial stage.

Objective and Scope of the Business Plan

The document contains the following analyses:

· Part I - Design of the course of action recommended by the CIC and the Preparatory Meeting held in June 2004 for the Meeting of Ministers in August 2004, based on a gradual implementation plan for the ICPO.  Strategic definition of the scope and objectives.

· Part II – Organization Design: logical framework (components, activities, budgets, schedules, means of verification y assumptions).   Terms of reference (TOR) for the principal players in the ICPO.  Diagrams with implementation schedules and budgets.
· Part III – Financing guidelines
Part I of the study centers on the strategic definition of scope and objectives.  With that in mind, a bare bones organization is proposed, with its headquarters in Washington, D.C., in addition to five regional offices with a coordinator in each, and national teams in each member country.  

Part II discusses the organization, human resources, activities schedule and costs of the selected alternative.  The organization would consist of various levels each of which is examined. The policy level would be formed with the creation of an Administrative Committee composed of the elected officers of the CIC (Chair and two Vice Chairs) and five delegates in representation of the observatories in the region that would comprise the network.  The UDSE would form the executive level supported by two experts (who would be contracted) and a group of five regional offices (each headed by a specialist, who would also be contracted).  These regional offices would be based on the subregional divisions used by the OAS: 1) MERCOSUR countries; 2) Andean Community; 3) Central America, Panama, Dominican Republic and Belize; 4) Caribbean Countries; and 5) North America (Mexico, Canada and United States).  

Finally, each regional office would be in charge of coordination of the country teams that would be set up for those purposes.

As regards the coordinators of the country teams and the expenditure of their organizations, it is proposed that they be self-financing or receive support from each country internally; however, the CIC could create a system of support for countries with fewer resources in the region.

The UDSE has been developing the Internet portal with the appropriate OAS technical staff but it will need extra funding in order to transform itself and provide the support needed for the ICPO.  

The Business Plan in Phase 1 spans the initial implementation period, termed Stage 1 A, which would last 12 months following approval of this Business Plan at the Meeting of Ministers in August 2004. The expenses in this initial period will be on a number of minimal procurements of office and computer equipment for the headquarters, which, under the proposal, would be located in one of the OAS buildings; other expenditures would be the fees for the finalization of the portal, the costs of financing a meeting of the Administrative Committee, and one bimester of fees of the headquarters staff and the regional delegates.

These expenses will precede the actual start of operations of the ICPO but they are necessary to launch it properly. The governments would have to create a special fund of an estimated US$ 61.667, approval for which would be given at the Meeting of Ministers of August 2004.

Substantive tasks for the first year would include adoption of the Statutes and Rules of Procedure of the ICPO, and the performance of a demand study for ICPO services that provides a more in-depth vision of the profile of the services that should be offered and the interest of the cultural players and stakeholders in the region.  

The substantive tasks of the ICPO in Stage 1 B −the first year of operations− should be set out in greater detail in the Plan of Action of the ICPO to be submitted at the inauguration at the end of Stage 1 A.  That said, a number of tasks have been identified in advance and should be carried out once the ICPO is operational, as they are part of its purpose.  Cases in point are studies on the most suitable cultural policies in the region, on evaluation indicators for the cultural sector, and on the impact of culture on the economy; as well as a map of cultural institutions and events, cultural heritage, etc.  

Another element included in the first year of operations is a Research Fund, which under this Business Plan has been allotted an estimated US$50,000 per year.  This Fund should have its own rules of procedure which, among other provisions, would include the requirements adopted by the Administrative Committee and the CIC for financing eligible research projects that warrant financing. 

The annual operating budget for Stage 1 B was estimated at US$130,000 and includes the fees of two experts at the central level and of the five regional offices.

The final period of Phase 1 of the Business Plan is called Stage 1 C. It has not been outlined here on the understanding that its projection is still premature.

Part III contains the financing guidelines for the ICPO. In this connection, it is suggested that CIC and the OAS initially obtain support from the governments, which would be put into a special development fund for the ICPO separate from the regular OAS funds.  This commitment of the countries would be on the understanding that future financing would depend on contributions from external donors.  The amount projected is US$61,677, but part of these funds could be raised from donor countries or other sources during the implementation stage.

It should be kept in mind that in the preparation of the ICPO budget no provision was made for revenues of any kind, given the aims set down in the development guidelines for the ICPO, which does not provide for private-sector involvement in the implementation of this pilot phase. 

Subsequently, as the ICPO activities get under way and the results emerge from the demand study, which should be carried out as soon as possible, it will be necessary to renew contacts with donors and international agencies such as the Inter-American Development Bank (IDB) and the World Bank.  Particular attention should be given to the negotiation of a partnership with the Development Gateway Foundation of the World Bank.

For subsequent stages in the development of the ICPO, depending on its success and scope, it might be possible to have support from private sponsors and revenue from sales of services; however, this Business Plan does not explore those lines further.

PART I

STRATEGIC ANALYSIS AND DESIGN OF THE SELECTED ALTERNATIVE 

BACKGROUND

The document presented below takes into account the following preceding documents:

· The CIC-approved Feasibility Study of Dr. Isar, in particular the objectives and scope outlined for the ICPO in the study, which presented three structural alternatives for the implementation of the ICPO.

· The preliminary business plan of the consultant Alejandro Ramos prepared for the UDSE in June 2004, which contains an in-depth discussion of the three alternative structures for the organization of the ICPO; the study also develops the third alternative for the construction of the ICPO as an independent entity.

In the analysis and discussion of the alternatives for the creation of an ICPO the foregoing documents commissioned by the UDSE determined three alternative routes:

A. An independent informal network not directly managed by the CIC

B. A managed network with a small staff:

1) Within the General Secretariat of the OAS

2) Independent, subcontracted by the OAS

C. An independent entity supervised by the CIC 

Selection of alternatives and course of action: multi-phase

In Dr. Raj Isar’s feasibility study the three alternatives are termed “structural”, which implies that they constitute different strategic routes.  However, it would be much more advisable, bearing in mind the current reality of the cultural sector and the problems faced by the countries in the region, for development to be gradual.  

The UDSE document prepared with the support of the consultant Alejandro Ramos put forward two courses of action that were to be defined at the Preparatory Meeting for the Meeting of Ministers, in June 2004.

Course of action 1: gradual implementation of the ICPO starting with an initial network promoted by the CIC, but with clearly established stages that would eventually lead to the third organization strategy in a prudential time frame (6-12 months)

Course of action 2: Implementation of the third alternative (independent organization supervised by the CIC) from the outset.  

The members present at the aforementioned Preparatory Meeting recommended moving forward with the first course of action, but within a multi-phase implementation plan, and that the first phase of the ICPO should be “implemented by the Technical Secretariat, financed with external contributions, based on a virtual model, and taking into account the existing observatories.”

Ultimately, the Preparatory Meeting clearly opted for the first recommended course of action, which entails moving forward with Alternative B 1: managed network with a small staff within the General Secretariat of the OAS.

Accordingly, the proposal is for gradual implementation starting with a network of similar organizations and Internet portals in the region that does not rule out the creation of an independent entity, which, if created, would be done so gradually.  The recommendation implicitly entails postponement of the implementation of such an independent entity for a later stage, given that at the Preparatory Meeting it was determined that a more complex organization and, therefore, larger investments on the part of the OAS would be needed, which was not advisable at the present time.

Advantages and drawbacks of the network alternatives

The analysis of the advantages and drawbacks of this alternative were extensively discussed in the UDSE document prepared with the support of the consultant Alejandro Ramos in June 2004.

They include:

· In concrete terms, the attraction of having networks composed of existing entities, whether they be more or less formal,  is lower cost and speed of implementation;

· There is less of a commitment if progress is slow and results are delayed; 

· They could be feasible alternatives in the eventuality, as seems likely, of limited availability of funds from governments, and in the absence of contributions from international finance agencies.
· Even with a much smaller budget these alternatives could prove very onerous in the event of a reduced or negligible impact on the proposed objectives and tasks. Hence the advisability of a more in-depth demand study.
Determination of tasks to be carried out in the pilot phase under Course of action 1
· Formal agreement on the launch of the ICPO that provides for multi-phase implementation.  This could be accomplished through invitations to the agencies in the region that already have similar observatories, which would comprise the initial network.  

· There should be a formal incorporation of the ICPO with statutes that set down the rights and responsibilities of the entities involved, as well as Rules of Procedure.   

· Development of a simple initial organization appropriate to a transitional stage of the ICPO.  

· Commission of a study on demand for and projection of ICPO services that provides a more in-depth perspective on its future development.

· Complete the development of an interactive portal.

· Once the ICPO has been created, formulate a Work Plan for a 12-month initial period. It would be advisable to establish that time frame as the adequate period to implement the initial tasks and studies, and to evaluate the results later.

· Commission a series of clearly defined priority studies and research efforts in the area of culture in the region, bearing in mind available funds and the origin of those funds.  Some of these activities have already been identified: substantive studies on cultural policies and indicators, cultural map and cultural heritage.

· Creation of the cultural development and policy research fund, which should be designed with permanent financing; the necessary support would be sought from donors and international organizations.

· Negotiate financing for the regular budget of the ICPO, so that it does not come out of OAS funds or new contributions from the member countries.  It will also be necessary in this case to secure permanent funding commitments since the expenses concerned recur annually.

· At the end of the first 12 months of operations of the ICPO:

· Carry out an evaluation of the participation and interest aroused in the cultural sector in the region and measure the level of completion of initial activities.  

· Design a new annual work plan for the first year of Stage 1 C and repeat the evaluation process and preparation of the annual plan for the last year of Phase I (pilot) of the ICPO. 

· At the end of the three years of operations in Phase I, carry out a comprehensive evaluation of the ICPO and, in particular, include a recommendation to continue with the organization structure or move forward with the implementation of an independent-entity alternative.  

Implementation of the strategy: Stages of Phase 1, or Pilot Phase

· The Business Plan covers four years (one of implementation and three of operations), which comprise the PILOT PHASE as it is termed in the feasibility study.  For this phase it is necessary to establish the various sub-stages, as well as the aims, beginning and end of each.  

· Given that the Internet portal is an important element in the ICPO development strategy, its implementation is a critical process. It is estimated that it will require at least 12 months of intense effort.  

In sum, Phase 1 (or the pilot phase) will have the following stages:

1. Implementation stage (termed Stage 1 A), which should be carried out over 12 months.  The Meeting of Ministers of August 2004 should approve this business plan and instruct the UDSE to continue its already assigned task of implementing the ICPO. Progress will be required in five specific fields for successful implementation:

a. Convene the Administrative Committee, composed of the CIC officers (Chair and First and Second Vice Chairs) and of representatives of five extant national observatories representing the different sub-regions. 
b. Outline and adopt the founding legal instrument of the ICPO, including rules that provide the rights and responsibilities of the participating entities and place, with an organizational structure under the supervision of the CIC, and the UDSE as the executive organ.

c. The UDSE will adopt a commitment to develop the ICPO Internet Portal with the support of the countries and additional funds determined in this Business Plan

d. Initial implementation start-up should conclude with all Observatory staff members selected and contracted at the central and regional levels.

e. Convene various advisory committees on financial matters and on substantive aspects of the Observatory’s activities, in particular to prepare the plan of action which should be ready for approval at the second meeting of the CIC to be held in or around August 2005.  

The stage concludes after 12 months with the official inauguration of the Observatory and the Internet Portal scheduled for the Second Meeting of the Inter-American Committee on Culture (CIC).

2. Operations stage. (Stages 1 B and 1 C).  The operations stage of the Pilot Phase will last three years and conclude with a comprehensive evaluation of the whole Observatory experience until that moment.
a. Stage 1 B, initial operations (one year). Commences with the inauguration of the ICPO and the Internet portal.  The Stage 1 B operations phase will last one year and conclude with an evaluation of progress and of the success of the Internet portal. The CIC and the OAS should carefully examine its successes and failures based on a comprehensive report of the UDSE. To that end there should be a consultation process with the different players and stakeholders (by means of a wide-ranging survey via the portal an in all the main cultural organizations in the region).

b. Stage 1 C, consolidated operations of the ICPO. The CIC and the OAS should adopt the necessary measures to make the most advisable adjustments as regards organization and the sustainability of objectives and operational instruments.  Based on the evaluation, the rest of the ICPO pilot phase would be carried out with the chosen form of organization, or through an independent entity created for that purpose.
PART II

ANALYSIS AND PROGRESS IN IMPLEMENTATION OF THE CULTURAL OBSERVATORY (ICPO)

Organization Design 

The purpose in the creation of the ICPO is to have a network of entities, created pursuant to a decision of the OAS and the Ministers of Culture of the Americas, with statutes and rules of procedure, central supervision, and a region-wide presence.  That would be the extent of the ICPO organization budgeted for.  In the course of the ICPO’s operations complementary organizations with national teams could be set up in each country; however, this would depend on how each country desired the organization to evolve and the operating dynamics of the ICPO. Furthermore, in any case, the budget would be financed by the countries or entities themselves, but not by the OAS.

A suitable balance should be kept between an organization with a degree of associative freedom on one hand, and the need to move forward with specific objectives and accomplish results on the other.  Accordingly, the Statutes should determine the organization’s flexibility; at the same time steps should be taken to ensure that there is support for the organization from the OAS through the CIC and its Technical Secretariat, the UDSE.

From an organizational point of view it is essential to ensure a command unit, with a single organization responsible for each region (which could be rotational), which would coordinate the activities of the ICPO in the group of countries in that region.  It would act as the counterpart of ICPO headquarters.  In this way their would be a single chain of command as far as the regional level and, as necessary, there could be a single line of coordination from there to the national team.

Central Level

Line organization:

a. The policy level would be composed of the Administrative Committee made up of the officers of the CIC (Chair and First and Second Vice Chairs) and of representatives of five extant national observatories representing the different sub-regions. 
b. Beneath the Administrative Committee the UDSE would act as executive head of the ICPO 

c. The body of experts at the central level would be the bare minimum: two members; one expert to provide technical support for the Internet portal and help control information sent from the regional offices; and the other expert to assist in examination of contents and priorities, and to take chare of administrative and consensualization activities (selection, contracting, and technical follow-up on the contracts for studies commissioned by the ICPO, etc).  This body of experts would work closely integrated with the UDSE.  

d. All other administrative functions would be covered by UDSE staff.

e. The editorial development of the portal should be based on materials supplied by the entities involved in the ICPO network. There would be a set of editorial rules that would serve to filter out inappropriate content, and software to act as a guide. 
Regional level

There would be five regional offices subordinate to the Administrative Committee of the ICPO, each headed by an expert selected in accordance with the terms of reference and requirements to be determined and adopted by the aforesaid Committee. The regional offices would be based on the subregional divisions used by the OAS: 1) MERCOSUR countries; 2) Andean Community; 3) Central America, Panama, Dominican Republic and Belize; 4) Caribbean Countries; and 5) North America (Mexico, Canada and United States).  Each subregional expert will establish permanent contact with the Ministries in the subregion.

Advisory level 

a. There could be a financing committee to support the efforts of the Executive Board to attract financing, donors, agencies, etc.  This committee would function ad honorem.

b. There would be an editorial committee to provide advice on the editorial policy of the Internet portal, and to recommend periodic policy adjustments.  Persons included in the directory of experts of the OAS could be invited to participate in this committee.

Progress of the initial stages of implementation and operations of the ICPO 

Annex 1 contains the Logical Framework for implementation of the Observatory (Stage 1 A) and the first year of operations (Stage 1 B)

The first steps necessary to appoint the Administrative Committee should be taken at the Meeting of Ministers of August 2004.  The UDSE/OAS will act as Technical Secretariat of the Administrative Committee in stage 1 A. The foregoing does not rule out the possibility that the CIC might assign it this responsibility for the entire pilot operations phase of the ICPO (Stages 1 B and 1 C) 

The Administrative Committee, with the support of the UDSE, will:

· Initiate the search, selection and contracting of the heads of the five regional offices, in consultation with the founding entities and the member countries, and based on a competition to compare merits and histories.

· Draw up a draft legal framework of the new organization, with Statutes and Rules of Procedure of the ICPO.  Seek consensus among the entities and cultural authorities and design a final draft for approval at the second meeting of the CIC (probably in August 2005). 

· Ensure the availability of the permanent headquarters of the ICPO.  Initially, it is recommended that it be housed in the offices of the OAS in Washington, D.C., since its activities and contacts would require it to be in Washington and close to the UDSE.  No funds were budgeted for the rental of premises.

· Contract the central support staff for the UDSE (two experts).

· Negotiate agreements on contents for the portal with observatories in and outside the region, and with other potential online collaborators (universities, cultural centers, web machines, etc.)

· Initiate contacts with potential sponsors (IDB, World Bank, governments of developed countries, etc.) for initial financing of the first year of operations of the project, both as regards the regular budget and, in particular, for the studies already identified and requested by the CIC and at the various meetings of the cultural authorities. Resources will also be needed for the Research Fund.

· Prepare the initial budget of the ICPO for the first year of operations (Stage 1 B), and also take into account the regular budget, studies, and research contracts to be drawn up.

· Issue a final report on all its endeavors in Stage 1 A for approval by the CIC, as a prior step to the inauguration of the ICPO and the start of operations. This should take place before July 2005.

Funds should be obtained for the Administrative Committee to meet at least once during Stage 1 A before the Second Meeting of the CIC. It is suggested that these meetings be held in Washington, D.C.

Substantive activities identified

Stage 1 A 

The demand study is the main substantive research activity for Stage 1 A.  Indeed, on one hand, the birth of the ICPO stems from the need of a group of stakeholders concerned with the need to improve the quality and quantity of information on the cultural sector in each country, with greater exchange, with the cultural policies of the region, and with evaluating and disseminating the impact of culture on the economy and the economic development of the region.  These aims give the impression of an ICPO as an instrument mainly associated with the governments and the official cultural authorities of the countries in the region.  On the other hand, while those needs are certainly acknowledged, the conviction exists that the ICPO could also have an impact beyond those aims and contribute more actively to cultural policy development, events, and broader rapprochement of players and stakeholders outside official spheres of activity.

These aspects, together with an improved outlook as regards implementation time frames, scope and configuration of the ICPO could be analyzed in connection with more elements in a demand study on ICPO services, which should be commissioned at the earliest possible opportunity.  While there have been consultations with the governments and delegations that comprise the OAS/CIC, many of which have responded with interesting contributions, a demand study that affords a broader consultation framework, has an appropriate statistical design, and provides a technical analysis of the results could offer elements of greater value for decision making and support any adjustments that might be necessary, even before the official inauguration of the ICPO. Another important element is that the demand study would be a crucial component for negotiations with international organizations to secure support for the ICPO.

Stage 1 B

Stage 1 B contains a number of concrete studies that have already been identified and should be carried out once the ICPO is operational, as they are part of its purposes.  Cases in point are studies on the most suitable cultural policies in the region, on evaluation indicators for the cultural sector, and on the impact of culture on the economy; as well as other studies to map institutions and cultural events, cultural heritage, etc.    The terms of reference for these studies and for contracting them belong to ICPO operations Stage 1 B, and their formulation should include technical and strategic aspects (as well as budgetary ones, since it will be necessary to contract specialists).

One core aspect for carrying out the substantive activities of the ICPO is the creation of a Research Fund on culture in the Americas.  Such a fund would help to channel interest and resources from donors.  Its negotiation, creation and operation will be essential to the success of the ICPO.

Investment and operating expenses budget for in Phase 1 

In order to estimate expenditure a number of assumptions were made with regard to salaries, fees and various expenses that appear in the annualized cost column of the attached Budget.  

· Pre-operating and investment expenses in Stage 1 A.   These are composed of an array of pre-operating expenses (including the Business Plan), additional funds for development by the UDSE of the Internet portal, and some investment outlays on fixed assets, such as furniture and equipment (including computer equipment) connected with the offices and their outfitting at OAS headquarters in Washington, D.C.  Furthermore, one substantive investment is the demand study, budgeted at US$5,000.  Total pre-operating expenses and investments in the initial implementation stage are estimated at US$25,000, of which the OAS has provided (or already earmarked) US$9,000 to date (US$5,000 for the Business Plan and US$4,000 for two months’ work of its experts on the Internet portal).

· Annualized operating expenses.  The estimated annual operating expenses following inauguration, which coincide with the first year of operations (Stage 1 B) are US$130,000.  That amount includes salaries and fees, and headquarters and regional employee expenses. 

· Annualized investment expenses.  These are estimated based on the creation of a Research Fund of U$S50,000; however, this amount could vary depending on the support provided by the donors that would finance it. For the first year of operations (Stage 1 B) part id these funds will be used for the studies already identified and requested by the CIC.

· Revenues.  No provision was made for revenues of any kind, given the purpose set down in the development guidelines for the ICPO: a mechanism designed chiefly for authorities and entities concerned with cultural policies, development of information systems, and information exchange.  In the discussions at the various meetings on the creation of the ICPO the issue was not raised of the possibility of revenue from the sale of services.  However, this potential exists and could be tapped in the future.
  

· Cash flow, Stage 1 A.  Total expenditure for the first 12 months prior to inauguration, including the pre-operating and investment expenses of Stage 1 A, is estimated at US$70,667.  This amount includes U$S10,000 for a meeting of the Administrative Committee in Washington, D.C.; two months of salaries and fees of the staff who need to be contracted before the inauguration of the ICPO; minimal investments on outfitting OAS premises to serve as the headquarters of the ICPO, and other pre-operating expenses (See Table with the Budget for Stages 1 A and 1 B).  From the total of US$70,667 it is necessary deduct the amounts already paid by the UDSE: US$5,000 for the business plan and US$4,000 for the development of the portal.
· Cash flow, Stage 1 B.  In Stage 1 B the annualized budget is the sum of the investments by the Research Fund set up during the period (US$50,000) and the annualized operating budget (US$ 130,000), for a grand total of US$180,000.
· Cash flow, Stage 1 C.  In principle it would be the same as that for Stage 1 B, unless adjustments are introduced that modify the budget in the evaluation conducted at the end of the preceding stage.
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PART III

Financing guidelines for the ICPO

Sources of funds

It became clear from the feasibility study prepared by Dr. Isar that financing the ICPO would be no simple matter. The finances of the OAS would not permit a permanent direct contribution, and a resolution would be required from the CIC in order to provide initial funding through a commitment from the member countries; furthermore such funds would have to have a specific use and be separate from OAS regular funds.

More specifically, the Preliminary Draft Plan of Action of Mexico City drawn up in the wake of the Preparatory Meeting of June 17 and 18, 2004, determined that the first phase should be financed with external contributions.

It is necessary, therefore, to draw up more precise guidelines on possible financing routes or alternatives (See Table on financing).

1) In any event, in Stage 1 A the governments would be required to make contributions to a special development fund for the ICPO to cover pre-operating expenses and initial investment prior to inauguration.  This contribution should be in the region of US$62,000, bearing in mind the above-mentioned estimate for this stage.  It would be feasible for some governments of the OAS member states to finance the appropriate regional office, and for some international organizations to do likewise for the demand study; however, such funds would have to be negotiated and if they are not obtained the governments would have to put up the above-mentioned amount to create the Fund.

2) In Operations Stages 1 B and 1 C, the Research Fund would have to be financed by one or more donors.  One of the donors could be the Development Gateway Foundation, which has already been identified as a potential ally.  Another is the Inter-American Development Bank, which usually provides financing for investment, not current expenditure.  There would remain US$130,000 per year to finance the annual operating expenses of the ICPO, which would have to be assigned to countries, in order for them to defray some of the expenses, as well as to international organizations and other possible donors.  It will be the task of the Administrative Committee and the CIC to obtain such support on a permanent basis.
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Use of the funds

Stage 1 A Stage 1 B

Sources of funds

Special fund created by OAS countries

.  Pre-operating expenses and initial investments 61,667      

UDSE with budgeted funds 9,000         

International organizations and donors

.  Research Fund 50,000       

.  ICPO operating expenses (?) 130,000     

TOTAL  70,667       180,000     


The balance not covered externally by donors would have to be made up by the governments of the countries in the region; alternatively, the door could be opened to one or more private sponsors.  

As mentioned in the preliminary Business Plan prepared in June 2004, a private sponsor could be interested, particularly in the Internet portal.

The possibility of interesting private sponsors in the initial implementation stage exists; however there is a practical difficulty to consider: until the ICPO has established a presence and attained an initial representative level of development, any approach from a private company is unlikely, and any that does so could interfere excessively and harm the image and development of the initiative.

It is considered feasible to secure private co-financing once, based on the first year of operations, the ICPO comes to be seen by cultural community in the region as a solid, innovative, and participatory project with great development potential.  If this occurs it is likely that several private companies would come forward with a view to participating and joining the project. 

For the above-mentioned reasons financing should not pose a problem, provided the project meets the goals and objectives of its different stages and succeeds in gradually establishing a place for itself in the cultural community and among the various stakeholders in the region.

CONCLUSIONS 

As of early August 2004, progress in the preparation of the business plan and of the ICPO development strategy was as follows:

· A strategic analysis has been formulated that recommends more clearly a “multi-phase” implementation alternative for the ICPO, following the guidelines proposed by the CIC and the last Preparatory Meeting held in June 2004 in Washington, D.C. for the Meeting of Ministers in August 2004.

· Based on this definition, a logical framework was analyzed for an initial course of action involving the development of a network of entities under the administration of the OAS through an Administrative Committee supported by the UDSE as Technical Secretariat of the CIC. 

· An initial organization proposal was formulated that outlined the executive, implementation and staff levels necessary at the central and regional offices.  The criterion was maintained of contracting only essential resources consistent with the objective of keeping costs to a minimum.

· It was proposed as essential to draw up Statutes for the organization of the ICPO as well as Rules of Procedure, which should be broadly consensualized during the implementation stage and adopted by the Meeting of the CIC in August 2005

· A demand study was projected prior to the inauguration of the ICPO as a way to better sustain its need and profile, bearing in mind that this will be requirement  for donor analysis.

· The estimated expenses for this pre-operations stage are US$70,667.

· There is a proposal for the three-year pilot operations stage of the ICPO that only identifies the activities and budget for the first year (Stage 1 B).  An annualized budget has been estimated of US$180,000 that includes permanent employee expenses at the central and regional levels and a Research Fund in the permanent budget of the ICPO.  A more precise Work Plan that would have to be prepared at the start of ICPO operations should adjust these projections, based on the funds available and the support provided by donors.

· Some very broad financing guidelines were identified; however, it remains clear that the responsibility to set up a Special Fund for the development of the ICPO belongs to the countries, since the OAS does not have additional funds in its budget for that purpose.  Furthermore, discussion of other possible sources of financing should be left to the implementation stage, after the Administrative Committee has been created because at present there are insufficient concrete elements to project the financing that would be provided by the countries and donors that take part.  

· There was no discussion of potential revenue sources or marketing of the ICPO because they are not in keeping with the spirit of this Pilot Phase of the ICPO.  At all events these elements were broached and discussed in the preliminary Business Plan presented in June 2004.

ANNEX 1

LOGICAL FRAMEWORK MATRIX OF THE ICPO PROJECT
	NARRATIVE SUMMARY

INDICATORS FOR OBJECTIVES 
	OBJECTIVELY VERIFIABLE INDICATORS 
	MEANS OF VERIFICATION
DE
	ASSUMPTIONS

	PURPOSE
· Facilitate the exchange of information on cultural policies and cultural diversity in the member states. 

· Gather and make available specialized information on the cultural sector.

· Promote research and data collection on cultural policies in the member states. 

· Contribute to the design of indicators by which to measure the impact of policies in the cultural sector. 


	· Proceedings of the September 2003 Meeting of the CIC in Mexico City:  Draft Plan of Action and Draft Declaration of the Meeting of Ministers of August 2004

	· Research studies carried out

· Collections of statistics and specialized information in each country and those prepared by the ICPO 

· Changes and consolidation of cultural policies

· Comprehensive evaluation by an independent entity of the ICPO pilot stage after three years


incluir
	· Approval and incorporation of the ICPO.

· Budget financed (Governments, OAS, donors)

· Participation in the ICPO of cultural observatories and institutions in the region.

· Interest of players and stakeholders in using the ICPO for the purposes mentioned



	AIMS 

· Implement a Cultural Observatory for the Americas in an initial three-year pilot phase as a multi-phase project based on an initial network under the administration of the UDSE and the CIC able to attract the best and most resolute cultural players, operators and stakeholders in the region, 
· Provide it with the resources and budget necessary to make it self-sustaining at the end of the initial three-year stage of operations of the business plan. 
· Be an engine for the development of cultural policies and indicators on the impact of the cultural sector on the economy, based on studies considered a priority by the cultural authorities in the region
	· Incorporation of the ICPO within six months after the Meeting of Ministers of August 2004. Four-year Pilot Stage:

· budgets for investments and expenses of the ICPO financed and executed

· Statutes and Rules of Procedure designed and adopted

· Founding entities selected and committed to the creation of the ICPO

· Database on the cultural systems of the developed member countries

· Analytical base developed for at least half of the countries in the region on economic performance of cultural subsystems, 
· Up-to-date map on existing information  sources and institutions with that purpose in LAC, including houses of culture, etc., in all countries

· Cultural policies reviewed, discussed, targeted and recommendations on them made to the countries in the region

· Cultural indicators formalized and used by the countries.

· Cultutral industries reviewed and analyzed, and their contribution to economies in the region highlighted


	· Accounting documents on ICPO assets

· Technical evaluation report contracted by the ICPO to an independent specialized firm

· Independent publications that mention the accomplishment of the ICPO

· Databases in place and accessible on the web site 

· Documents containing the studies commissioned by the ICPO on cultural policies, cultural indicators, and cultural industries. Acceptance and concrete implementation based on studies of recommendations by the cultural authorities of the countries in the region, also expressed in amendments and improvements to cultural policies and measures in countries in the region.


	· Optimal quality of human resources in executive and management positions of the ICPO

· Broad support of the founding cultural, academic and other institutions in the countries.

· Initial financing from governments, OAS, and international organizations and donors.



	COMPONENTS AND ACTIVITIES 

Stage 1 A

·   Creation in 12 months o fan initially sustainable organization for a Cultural Observatory of the Americas through a network of entities supervised by the CIC/UDSE 


	Stage 1 A

· Appointment of an Administrative Committee

· Selection and contracting of the five regional experts and two experts for the ICPO headquarters

· Agreements on creation of national committees of support in all member countries

· Budget for the first year of operations approved

· Inauguration of the ICPO 12 months after approval of the Business Plan at the Meeting of Ministers of Culture of August 2004 


	· Minutes of the OAS/CIC with appointments of the committees and boards

· Contracts of contracted staff

· Agreements signed with entities of the countries in the region for the creation of the ICPO and national committees of support.

· Agreements on financial assistance and with international organizations and donors.

· Final Report of the Administrative Committee prior to inauguration of the ICPO, at the end of Stage 1 A


	· The member countries and their high authorities on culture provide unrestricted support to the ICPO project, including the funds pledged in each case

· There is a group of regional cultural observatory-type entities interested in participating in the ICPO in the type of association proposed with the OAS and the CIC. 

· Support exists from the governments of OAS member countries for financing the Special Fund for the initial development of the ICPO.

· Essential financial support exists from international organizations and donors for the first year of activities of the ICPO.



	Organization and launch of the ICPO

1.  Approval of the definitive business plan

2. Convocation of the Administrative Committee 

3. Members of the ICPO Financing Committee
4. Legal Framework

· Statutes of the ICPO.

· Rules of Procedure 

5. Selection of the Observatory offices
6. Selection of Observatory staff

· Regional representatives (5)

·  Observatory Staff (1)

a. Development of an Internet portal 

· Finalization of technical preparation of the portal

· Portal staff (1)

· Appointment of portal editorial committee

· Agreements with web sites of different cultural organizations 

8. Commission of demand study on ICPO services.

9. Design of a work plan for Stage 1 B.

STAGE 1 B  - ACTIVITIES

1. Creation of the Research Fund

 Substantive studies

· Commission of a study on cultural policies

· Commission of a study on cultural indicators 

· Other studies to be determine in the work plan for the stage
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MONTH

1 2 3 4 5 6 7 8 9 10 11 12

YEAR 

2

YEAR 3

Approval of the final Business Plan

Conformation of the Administrative Committee

Initial Meeting of the Administrative Committee 

Legal Framework of the ICPO

Selection of the Observatory Staff

    - Regional Representatives

    - Technical support (1)

Tareas a desarrollar por el Observatorio

Final Report of Stage 1A

approval

Pilot phase operation

Pilot phase evaluation

Development of the technical proposal by UDSE's experts

Staff 

                 - Content Manager (1)

                 -  Editorial Board

Technical Training

approval

Pilot phase operation

Pilot phase evaluation

Partnerships with Institutions for information sharing (Initial 

Partnerships)

CULTURAL OBSERVATORY (ICPO)

Rules of Procedure of the Observatory

Headquarters of the Observatory

Preparation and approval of the Business Plan and initial 

budget for the stage 1B of the Observatory

Development of parternship and agreements with donors 

and governments to raise funds for the Observatory

INTERNET PORTAL

STAGE 1 C

COMPONENT AND ACTIVITY

ANNEX 2

TIMETABLE FOR ESTABLISHMENT OF THE ICPO AND THE INTERNET PORTAL- PILOT PHASE


2. Search for financing from donors for specific programs outlined in the work plan


	1. Fees US$5,000

2. Eight members appointed to perform this function in an honorary capacity (Chair and the two Vice Chairs of the as well as five delegates from observatories in the region)

3. Composed of a number of members of the Administrative Committee, also in an honorary capacity.

4. Development of the Statutes and Rules of Procedure by OAS attorneys (at no added cost in fees)

5. Administrative decision of the OAS to allocate offices to the ICPO in its buildings 

6. Annual total staff budget estimated at US$130,000

· Regional representatives US$12,000 each: annual total of US$60,000.

· Cultural development expert US$35,000 per year. 

· Additional funds to the UDSE for development of the portal:  US$20,000.
· Administrative expert for the web sites and content specialist.  US$35,000 per year

· Ad honorem

· No cost

· Fees and expenses of US$5,000

· Performed by the UDSE/CIC with the support of founding entities, prior to the inauguration of the ICPO.  No added cost in fees

· Annual sum of US$50,000 financed by donors and/or international organizations

· Funds to be budgeted in accordance with the amount available in the Research Fund

· Carried out by the Administrative Committee of the ICPO and the CIC at no added cost
	· Annual balance sheet and financial statements of the ICPO 

· Minutes of the OAS/CIC

· Minutes of the Administrative Committee of the OAS/CIC

· Statutes and Rules of Procedure adopted and in force.

· Official OAS document bearing the necessary authority for a period of at least three years at no cost.

· ICPO budget document approved by the CIC.

· Contracts with staff, regional offices.

· Invoices for studies carried out.

· Portal operational upon inauguration of the ICPO.

· Contract

· Minutes of the Administrative Committee

· Documents of the respective agreements

· Contract with expert
· Work plan document approved

· Minutes of the Administrative Committee 

· Contract with an expert or entities
· Idem
· Idem
· Documents of assistance agreements with donors
	· Adoption of the BP at the Meeting of Ministers of Culture of August 2004.

· The CIC convokes the Administrative Committee in the time frames envisaged in the BP, which prove consistent and realistic 

· The Administrative Committee decides it formal incorporation

· OAS legal experts draw up these instruments as part of their competencies and normal functions therein (for no added fee).

· Space exists in the OAS buildings in Washington to implement the ICPO

· Suitable staff exist who are prepared to work for the fees budgeted for at the central and regional levels

· An allocated appropriation exists for the UDSE to complete development of the portal with the experts with which it has been working.
· Internet portal ready for operations

· Portal operational and experts hired

· Idem

· Qualified experts exist to carry out this commission for the sum mentioned.
· All the prior steps in advance of the inauguration of the ICPO have been carried out.

· Approval at the Meeting of Ministers of August 2004.

· Research Fund operational and terms of reference for the studies ready.

· ICPO operational and attracts donors to finance specific studies and special programs
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� This document was prepared by Alejandro Ramos Carbajales, a consultant, for the OAS Unit for Social Development and Education


� Work Plan adopted by the First Meeting of the CIC, Mexico City, September 4 and 5, 2003.


� Document prepared by the consultant, Alejandro Ramos Carbajales, and submitted to the Preparatory Meeting of June 17-18, 2004.


� The term substantive activities refers to specific studies and measures connected with the purposes of the ICPO. Such is the case, for instance, of the demand study or the creation o a Research Fund.  Other activities, though essential, such as, for example, drawing up Statutes and Rules of Procedure, would not be “substantive” by this definition, but “instrumental”.


� The preliminary Business Plan prepared by the consultant Alejandro Ramos and submitted by the UDSE to the Preparatory Meeting of June 2004 advanced a number of ideas and estimates in that respect.
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								STAGE 1 A - IMPLEMENTATION

						ANNUALIZED		PRE-OPERATING EXPENSES and INITIAL INVESTMENT

				INVESTMENT		OPERATING						BIMESTERS								TOTAL		TOTAL

		ITEM		AND PRE-OP EXP		COSTS		-12 a -11		-10 a -9		-8 a -7		-6 a -5		-4 a -3		-2 a -1		STAGE 1 A		STAGE 1 B

		ORGANIZATION AND LAUNCH OF ICPO

		.  BP Preparation Cost		5,000				5,000												5,000		-

		.   Office rent

		.   Modification of offices and equipment, includes computers		5,000										5,000						5,000		-

		.   Salaries		21,667

		support expert for ICPO and regional offices (1)				35,000												5,833		5,833		35,000

		expert on Internet contents (1)				35,000										0		5,833		5,833		35,000

		Coordinators. Regional offices (5)				60,000										0		10,000		10,000		60,000

		.  Support funds for UDSE for portal development		24,000				4,000		4,000		4,000		4,000		4,000		4,000		24,000		-

		.  Initial demand study		5,000								2,500						2,500		5,000

		. Cost of a meeting of the Administrative Committee		10,000										10,000						10,000

		.  Research Fund																				50,000

		TOTAL INITIAL INVESTMENT and EXPENSES		70,667

		PREOPERATING EXPENSES (Stage 1 A)

		TOTAL ANNUALIZED OPERATING EXPENSES				130,000

		TOTAL ANNUALIZED INVESTMENT				50,000

		TOTAL  FLOW STAGE 1 A (initial implmtn.)						9,000		4,000		6,500		19,000		4,000		28,167		70,667

		TOTAL FLOW  STAGE 1 B (1st year operations)																				180,000

		Notes:

		UDSE has received financing for the fees for the preparation of the portal until September 2004 (US$4,000) and for the Business Plan (BP, US$5,000)
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		FINANCING FOR STAGES 1 A and 1 B OF THE ICPO

		Use of the funds		Stage 1 A		Stage 1 B

		Sources of funds

		Special fund created by OAS countries

		.  Pre-operating expenses and initial investments		61,667

		UDSE with budgeted funds		9,000

		International organizations and donors

		.  Research Fund				50,000

		.  ICPO operating expenses (?)				130,000

		TOTAL		70,667		180,000
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