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Presenter
Presentation Notes
Mr. President,
Mr. Secretary General,
Distinguished Members of the Parliamentary Assembly, 
Ladies and Gentlemen,

It is always a pleasure for me to address the Standing Committee of the OSCE Parliamentary Assembly, which is a good opportunity to discuss important aspects of our Organization’s work which are of interest to you as parliamentarians of its participating States.

My presentation has traditionally been focused on issues related to the OSCE programme budget planning. The timing of this year’s Annual Session of the OSCE PA allows me to brief you about major parameters of the OSCE Unified Budget Proposal for 2011, which was submitted to the participating States on 1st October 2010, in line with the annual timetable. The participating States will start discussions on 12 October, when I will present the 2011 budget proposal to the OSCE Permanent Council.

The OSCE today comprises 26 separate Funds including the Secretariat, three Institutions and 22 Funds related to field activities.  Although each Fund’s resource requirements are considered individually, the issue of the overall level of the OSCE budget continues to be an increasingly important factor in the participating States’ decision making.  The Organization has effectively pursued zero-nominal growth over the last few years but it has become clear that such a strategy is no longer sustainable.

The 2011 Unified Budget Proposal amounts to EUR 156.1 mln., and represents an increase of 2 per cent or EUR 3.2 mln. when compared to the 2010 Current Unified Budget.  The increase primarily reflects the impact of inflation on staff costs, coupled with some increases in the Post Table, and is considered realistic if the OSCE is to achieve the level of operational activity proposed within the PO and support the achievement of its Objectives.  The 2011 UBP reflects the trend of a gradually increasing share of the Secretariat and Institutions in the UB. This trend is unwelcome for some pS, but is difficult to avoid due to the controlled downsizing in SEE and the slow pace of growth in other regions.  There should be a common understanding that decreases in various regions cannot necessarily be equally matched by decreases in the Secretariat and Institutions.  

The Secretariat and the individual Fund Managers continue to work with and abide by guidance provided annually by the participating States in preliminary discussions (Programme Outline) held midway through each year and devoted to strategy related issues and preferences that set the scene for the preparation of the draft budget proposal.  In general, despite the increases, I consider that the 2011 Unified Budget Proposal fairly reflects the programmatic and regional priorities of the participating States, and presents reasonable resource requirements for the implementation of mandated tasks by the Fund Managers.



2 

Long-Term Budgetary Trends (2002 - 2012) 
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Presenter
Presentation Notes
Before presenting more detailed analysis of the 2011 budget proposal, I wish to further emphasize some general aspects of the budgetary climate facing the Organization.

This slide illustrates the long-term budgetary trends since 1999, including almost zero growth of the OSCE Unified Budget maintained from 2005 to 2007, and the declining trend prior to 2011.

As the OSCE is an organization acting in a highly complex and at times unpredictable political environment, the level of its Unified Budget is always significantly affected by a wide variety of factors which may differ from year to year and depend on political developments in geographic areas where the OSCE operates.  In 2010, the situation in Kyrgyzstan has been a clear example of this with the OSCE being required to act and respond quickly and efficiently.  As such the OSCE requested (and was granted) further funding within the UBP through a supplementary budget process.  Inevitably elements such as this continue to have an impact on the UB in the current and following years.

However, the major factor which has affected the level of the Organization’s budget for several years is the preference for a “zero nominal growth” approach taken by a number of participating States in the past. Such a position is perhaps a natural reflection of the current financial realities faced by the participating States. However, it does not correspond to the [increasing] role of the Organization in addressing its core tasks and in tackling new challenges to security across its region. Moreover, in reality a zero nominal approach growth ultimately signifies the gradual decline of OSCE activities in real terms - at the very least a zero real growth approach (ie taking into account the impact of inflation) would more realistically depict the OSCE’s operating realities.

Given the potential issues in implementing a ZNG budget and the restrictions that would imply prior to budget discussions with the pS, the 2011 UBP has therefore been prepared in a format that is as realistic as possible within the parameters and expectations of the pS and PO discussions.  In some Programmes and Funds this has resulted in increases and requests for Posts, in others reductions, but in all cases there has been an understanding that excessive requests should be avoided and a prudent approach to budgeting should be taken.
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Budget Approval Dates (2007 - 2011) 
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Presentation Notes

The expected date as per Financial Regulations for approval of the annual budget is 20 December.  This has been achieved only twice out of the last 7 years, including in 2010.  


Please note that there are a number of benefits to achieving this deadline, including the following:

For the OSCE itself it allows the organisation to begin activities immediately – otherwise it runs the risk of not completing planned or approved activities.  In addition it is also likely to lead to a delay in filling open positions as until the Post Table is agreed no positions should be filled.   
Delay in approval means that certain specific rules fall into place – these include authorising 3 months expenditure only, then on a 1 month rolling basis, hence potentially delaying projects, signing of contracts or threatening discounts that could have been received.
For delegates and pS and funds it frees up Q1 in following year, thus allowing other discussions on areas distinct from the UBP (eg service periods, rules and regs, budget cycle etc)  
[In particular this year where difficult decisions or cost cuts may eventually need to be made, a delay in approval could result in more drastic actions being required a few months later to achieve a similar outcome]

It should, however, be noted that with the December Summit there is also the potential for specific outcomes or ideas decided upon at this stage to have a delaying impact on the UBP discussions.
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2012 Unified Budget Proposal – Share of the 
Secretariat, Institutions and Field Operations 

Amounts in Million EUR 
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Presenter
Presentation Notes
Let me now present major trends in the distribution of OSCE resources.

This slide shows the shares of the Field Operations, Institutions and Secretariat in the 2011 Unified Budget proposal, which are respectively 61%, 14% and 25%.  (2010 62%, 13% and 25%)
Whilst there are small movements in the allocation between FOs and Secretariat the ratios remain very similar from 2010 to 2011. [It is probably also worth noting that many elements within Secretariat provide a service to support FOs and the centralised cost actually allows for economies of scale to be achieved, hence some reductions within the Secretariat could have direct implications on the ability of the FOs to operate as efficiently]


As you know, the distribution of resources between field activities and central executive structures in Vienna, Warsaw and the Hague is another factor affecting the budget negotiations among participating States. This is a natural consequence of varying political priorities of our stakeholders with regard to specific regions or thematic areas of OSCE work, complicated by desire to keep cost increases to a minimum. At times, some participating States take strong positions with regard to correlation between budgets of certain Funds or regions, although each Fund is normally considered on its own merit.

Not least, due to the difference between the shares of each participating State in the two OSCE scales of contributions to the Unified Budget – the Standard Scale for the Secretariat and Institutions, and the Field Operations Scale, the ratio between these two parts of the budget directly affects financial contributions of each participating State.

[It is probably worth noting that many elements within Secretariat provide a service to support FOs and the centralised cost actually allows for economies of scale to be achieved, hence some reductions within the Secretariat could have direct implications on the ability of the FOs to operate as efficiently]
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2012 Unified Budget Proposal – Field 
Operations’ Regional Distribution 

Amounts in Million EUR 
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Presenter
Presentation Notes
This slide shows the distribution of resources in the 2010 Unified Budget Proposal between the four regions where the OSCE has field operations.

As you see, the bulk of OSCE field activities still remains in South East Europe (65%; 2010 66%), followed by Central Asia (20%; 2010 19%), Caucasus (9%; 2010 8%) and Eastern Europe (6%; 2010 6%).

The distribution of OSCE resources between various Funds, as proposed for 2011, follows closely the previous years’ trends in the scope of OSCE activities in various regions, and this is shown by the analysis provided in the following two slides. 
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Share of Expenditure / Budget by Institutions 
and Regions (2007 - 2012) 
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Presentation Notes
Visible here, the budget shares of the Secretariat and Institutions indicate a gradual increase in recent years, while the evolution of shares of each region show the following trends:

a gradual reduction in South-East Europe since 2006 (and in reality from 2004), 
relatively stable share of the Caucasus reducing with the closure of Georgia, and now staying steady at 5%
Slow but steady increase in Central Asia, reaching a level of 12% in both 2010 and 2011
And a relatively stable share of Eastern Europe with very small growth.
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Expenditure / Budget by Institutions and 
Regions in EUR million (2007 - 2012) 
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Presentation Notes
This slide demonstrates trends in the level of resources by institutions and regions from 2004 to 2011.

As you see here, the 2011 Unified Budget Proposal reflects the following changes over the 2010 figures:
-	EUR 0.6 mln. (7%) increase in the Caucasus, 
-	EUR 1 mln. (or 2%) decrease in South-Eastern Europe,
-	EUR 0.5 mln. (or 3%) increase in Central Asia,
-	EUR 0.1 mln. (or 2%) increase in Eastern Europe,
making a net increase in the Field Operations of EUR 0.2mln (0%), while the Secretariat and Institutions show an increase of EUR 3 mln (5%). 

At this point, let me illustrate these figures by briefly highlighting some major changes in Euro terms as proposed by individual Funds for 2011.

Secretariat
The increase in Secretariat is driven primarily by increases in the staff standard costs and proposals for new posts.  An explanation as to the Secretariat staff standard costs increase is given on the next slide.

Proposal for additional new posts Eur 0.6M with a net increase of 4.5 Posts.  The posts are requested in Anti Trafficking, Economic and Environmental Aspects of Security and CPC.

Institutions all show an increase of circa EUR 300-400m, again primarily due to staff costs and post table increases.


Field Operations 
Total increase in FOs of Eur 200k

The main movements:
Skopje – decrease Eur 1.2M (14%).   Driven by Post Table reduction of 35.5.
Baku – increase of Eur 351k (13%).  Driven by increase in Post Table of 5 local staff (4 new posts and increase of 2 to full time)
Uzbekistan – increase Eur 201k (11%).  Eur 76k increase in Politico-Military activities, Eur 53k in Economic and Environmental activities.
Kosovo – decrease Eur 14k (0%).  Post table reduction of 14.
Bishkek – shows a minimal increase based on the 2010 budget including the supplementary budget.
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2012 Unified Budget Proposal - Distribution of 
Resources by Cost Category 
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Presenter
Presentation Notes
Let me now briefly present you some analysis of the Organization’s resources by cost category.

As you see from this slide, 60.1% of OSCE resources proposed for 2011 constitute staff costs and 31.5% relate to operational costs. 

This ratio indicates a slight increase in staff costs from 58.8% in 2010.  This relates to the already mentioned increases in staff costs stemming primarily from the increases in UN salary scales.  Almost inevitably, in trying to achieve minimal growth as per pS expectations, the ratio of staff to operational costs then increases.

[It is worth pointing out that the share of staff costs in the OSCE is still lower than in other equivalent international organizations, including the UN. This indicates that the OSCE continues to be a lean and cost-effective organization despite the challenges it faces.]
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Trend analysis by Cost Category (2008 - 2012) 
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Presentation Notes
This slide demonstrates relatively stable trends in the distribution of our resources by cost category from year to year. 

Again to reiterate - maintaining the balance between staff costs and operational costs is a constant challenge given the natural tendency for staff costs to increase .  Whilst this has been minimised as much as possible it reflects the realities of OSCE links to UN salary scales and the Post Table requirements to maintain a consistent level of support within Secretariat and FOs.
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2012 Unified Budget Proposal - Distribution by 
Category of Post 
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Presentation Notes
In the following three slides I wish to present some analysis of the OSCE Post Table and briefly highlight a few major issues related to management of human resources.

This slide shows how the distribution of OSCE posts by category will look in 2011. 

71% of the OSCE personnel are local staff with 29% being international seconded and contracted staff.  It is important to note that the Organization continues to  rely very heavily on International Seconded Staff, the share of which is almost twice that of the share of International Contracted staff.  With the financial issues a number of pS are facing and their internal current budget restraints an ever decreasing number of countries are able to pay and support international secondees.

This leads to a number of issues, including a potential decline in the quality of applications and also a lack of diversity in the secondees’ originating countries which in turn can have knock on effects with regard to political and staffing discussions.
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Secondment Issues 

 
  2385 nominations received from 1 May 2010 to 30 April 2011 

> decrease of female nominations (35.5% vs 38% in previous reporting) 
nomination of women for higher grade posts continues to remain low. 
 
 

  The OSCE secondment system continues to be useful in providing 
rapid deployment capabilities at a comparably low cost. 
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Post Table Positions in 2010, 2011 
and proposed for 2012 
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Presenter
Presentation Notes
You can see from this slide that the total number of OSCE Post Table positions has reduced from 2892.5 in 2010 to 2859 in 2011.

In addition to annually growing staff costs, the Organization faces some other major challenges in management of its human resources, which you may be familiar with, such as its ongoing strong dependence on participating States’ ability to second qualified staff to the Organization.  In the 2011 UB proposal there are 537 seconded posts, representing 65% of all OSCE international staff.  The issues relating to this were mentioned previously.

[In addition the OSCE still faces issues around its ability to attract and retain high quality contracted staff given the current rules around terms of service and extensions.  Discussions have been held during the year around these issues, but no clear conclusions have yet been reached for these particular proposals – we have therefore suffered further loss of institutional knowledge in 2010]
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Distribution of Posts by Institutions and 
Regions (2008 - 2012) 
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Presentation Notes
This slide further analyses the distribution trend of posts by institutions and regions from 2007 to 2011 – 

this is similar to the trends in the distribution of financial resources shown earlier. That is:
You can see the tendency for reduction in South-Eastern Europe with the offsetting increase in Central Asia, Eastern Europe, Caucasus (following closure of Georgia) and in central executive structures. 
[The rate of change is, however, relatively slow given the political dialogue behind the differing regions and their relative focus].
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OSCE – ExB Volumes 2004 – 2011 (29 September).  

Approved ExB Contribution 2004-2011 as at 29 September 2011
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OSCE – ExB as at 29th September 2011 by OSCE Regions. 

Pledge Amount Percentage

Institutions 2,709,171.49 54.40%
South-Eastern Europe 473,506.00 9.51%
Eastern Europe 100,820.00 2.02%
Caucasus 158,365.00 3.18%
Central Asia 1,537,928.16 30.88%

GRAND-TOTAL 4,979,791 100.00%

Break-down of Approved Pledges 2011 per OSCE Regions 
as at 29 September 2011
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Presentation Notes
Out of EUR 13.8 mln. of ExB pledges received until 17 September 2010, 62% are pledged to the ExB activities of the Secretariat and institutions, and 38% - to projects implemented by Field Operations.
 
***
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