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Discussion Paper

1.0

Introduction


1.1
The First Meeting of the COSCAP-South Asia Steering Committee accepted in principle the formula contained in the Project Document for the initial apportionment of the Project cost based on the inspector shortfall in each participating State.


1.2
At the Second Steering Committee Meeting the Committee agreed that in the light of changes in oversight environment of participating states, a rationalized formula for cost sharing will be developed and considered at its next meeting for future contribution.


1.3
The Third Steering Committee Meeting, held in November, 1998 evaluated a number of options upon which a cost-sharing formula could be based. The Steering Committee decided that a revised cost-sharing formula should be based on the benefits provided and should also include a detailed analysis of costs and benefits that are provided to members.  An analysis of costs and benefits that are provided to members would assist States in soliciting funds from their governments. 


1.4
At the Fourth Steering Committee Meeting in June 1999, the Discussion Paper on 
Cost-Sharing was accepted in principle subject to further review.


1.5
The Fifth Steering Committee Meeting further reviewed the revised funding formula and concluded that States were to adjust their share of funding to meet the revised requirements.


1.6
At the Eighth Steering Committee Meeting in May 2001, the Project Document (Revision 1) and its funding were considered. The Project Document included the revised funding formula as approved by the Steering Committee. The formula which has as its basis that the States’ share of cost are apportioned in accordance with the benefits they receive, established the following percentage share of costs of the COSCAP-SA States:

· Bangladesh
14.79 %

· Bhutan

09.48 %

· India

19.87 %

· Maldives
12.80 %

· Nepal

14.79 %

· Pakistan
15.67 %

· Sri Lanka
12.80 %



Based on the cost-sharing percentages, the participating States’ contributions to 
COSCAP-SA for the years 2002-2007 is attached as Appendix ‘A’ 
and the Benefit 
to States (with Ratio) Chart is attached at Appendix ‘B’.


1.7
The purpose of this paper is to inform / apprise the States of the ‘Benefits’ they 
have accrued against their contribution to the Project to date.
2.0 
Discussion on Cost–Sharing and Benefits


2.1 
Cost Sharing 

2.1.1  
There is a wide variance in the complexity of the aviation environment and in the degree of development of safety oversight capability amongst the participating States in the COSCAP- SA Programme. The original Funding Formula was developed based on the shortfall in the oversight capability of States; specific to the availability of fully qualified inspectors. One factor used in determining a revised Cost Sharing Formula was the Benefits to a Specific 
State. States with significant aviation activity and a large number of inspectors require more support from COSCAP-SA than States with limited aviation activity.     


2.1.2
Annex III to the Programme Document (Revision 1) identified a number of variables, including aircraft type, number of flight crew members and other operations personnel, training requirements, and the number of line stations and regular aerodromes used by operators that reflect the scope of aviation activity as defined in Appendix A to Annex II of the Programme Document.  In addition, Appendix B to Annex II also contains a formula to allow for computation of the number of Annual Flight Operations Surveillance Hours that are required. The formula enable transformation of the Operator Data to the required surveillance workload. The data in essence represents the scope of surveillance activity in each State and in the region as outlined in Appendix D to Annex II of the Programme Document.


2.1.3
The Steering Committee had decided that the Funding Formula needed a review to accurately reflect the change in the oversight capability of most of the States since the Original Programme Document was issued. In spite of the significant variation in the aviation activity of the participating States, it was not possible to develop a separate formula to suit the requirements of each Member State. It would be impractical to amend the cost sharing agreement with each change in the workload requirement, as the situation in each State is dynamic rather than static. It was agreed that the new mechanism should by and large be applicable to most of the States in the Project. The new formula therefore considered two factors namely scope of aviation activity in a State and the common benefits that the Project provided to each State. To assign costs simply based on the aviation activity would seem incongruous as a significant portion of the COSCAP-SA resources is dedicated to providing regulatory / guidance material and training programme that benefit all States equally. It was therefore accepted / agreed that 60% of the Project resources would be dedicated to Project activity and the remaining 40% to State specific 

activity. While the shared percentage share (60% divided by 7 States = 8.6 % of cost to each State) may seemingly be high but it must be appreciated that all States benefit equally from Project Specific activities.

2.1.4
The Project was initially conceived for five years but seeing the obvious benefits that each Member State derived from the Project it was decided to institutionalize the Project and extend its duration by another five years. This, therefore, necessitated a Revision in the Project Document, which also included the expanded objectives in the area of USOAP expansion, e.g. Aerodrome Certification.. There was no change, however, to the Funding Formula 
that was agreed earlier. Appendix ‘A’ shows the Programme Participating States’ Contributions to COSCAP-SA for the years 2002 to 2007 based on the Cost-Sharing percentages established in Annex III, to Programme Revision 1.


2.1.5
A State’s needs for assistance from COSCAP cannot relate only to Surveillance Activity. If for example a State requested one week of OJT for one Inspector, while another State requests OJT for ten inspectors, it would not take ten weeks of OJT to provide the equivalent training to the State with ten inspectors. Also within a State there are different needs between airworthiness and operations.


2.1.6
It should be noted that excluding holidays and weekends an expert / inspector is available for 220 days each year.  Therefore, as 40% of the time is dedicated to State Specific activity, COSCAP staff would be available for 88 days each.  If one were to base the number of days of State Specific activity on the chart (provided at Annex II Table A of the Programme Document), experts would spend 53% of the time in India or 46 days each.  Obviously this amount of time would be excessive both from the point of view of India, who do not require that much assistance and from the point of view of some of the other States, who require more assistance than the aviation activity suggests. Based on the experience to date and an assessment of the needs, the State Specific requirements were modified in 2000 as reflected accordingly in Annex III to the Programme Document.

2.1.7
The success of the Programme can be gauged by the interest it has generated amongst Donor countries and the Aircraft Industry. They have come forward with more than 55% of the funding to sustain the Programme. This has to a large extent offset the shortfalls in contribution by Member States. The institutionalization of the Programme is of great interest to the donor agencies and, on that basis, it is expected that they will continue with their financial support to sustain the Programme.


2.1.8
There will, however, always be a need to review the commercial aviation environment on an ongoing basis to determine if there have been sufficient changes to require amendment to the 
safety oversight demands of a particular state and accordingly provide the required services.


2.2
Benefits

2.2.1
The Programme Document (Revision 1) outlines the benefits that could be achieved under the COSCAP Programme. The Programme has been in place for over six years as such it will be possible to clearly identify the benefits of the Programme. In deference to the decision of the Steering Committee, COSCAP-SA developed a Cost 

Benefit Analysis Chart that depicted the benefits received by the Participant States. To the greatest extent possible benefits have been defined in Dollar terms.  Appendix ‘B’ defines the benefits that have been received by States based on the assumptions and criteria that 

have been approved by the Steering Committee. The following assumptions and criteria have been used to calculate the particular benefits that a State has received and what the 

Project has achieved.  


2.2.2
Quantifiable Benefits


2.2.2.1   Training – Documentation provided to the Steering Committee Members (under DP-4) outlines the training that has been provided to each State. To quantify these benefits the following assumptions are made:

   (i)
Cost of training if purchased outside the State would average


$300 a day. To calculate benefit: number of candidate days x 


$300.



(ii)
For candidates’ training at their place of residence it is 


assumed that the savings are $100 each day.  To calculate the 

benefit: multiply the number of local candidates’ times the 


course days x $ 400.



(iii)
COSCAP-SA International experts provide OJT / Technical 

Assistance at a specific cost of $600 per day, while the 


Regional  Inspectors provide it at a cost of $200.


2.2.2.2   Manuals – Cost of producing Guidance Manual for Inspectors would vary between $30,000 to $ 15,000 based on value judgement of the importance of the guidance material and the likely effort to develop the same.


2.2.2.3   Regulations – Cost of producing regulations would normally be about four months of consultant time. Consultants are costed out at $12,000 per month. However, COSCAP-SA has produced not only regulations but also standards and guidance material.



2.2.3
Qualitative Benefits 


It will not be possible to quantify the following benefits derived from the Programme as they are not tangible:




-    Availability of high quality expertise familiar with the sub-region to 



     respond quickly to safety oversight concerns.



-    Network with other State and Organisations and greater harmonization 



     and coordination




-    Production of quality documents, manuals, etc.


2.3
Analysis


2.3.1
The Cost Benefit Analysis Chart at Appendix ‘B’ depicts the total benefits accrued by each State from the various services provided by the COSCAP-SA Programme. Viewed against the funds contributed by each State it is easily discernible that all States have  

gained from the Programme though to varying degrees. The average benefit received by the States is 4.90 times the contribution. While the lowest beneficiary 
stands at 2.87 times the contribution, the highest beneficiary has gained by 7.66 times its contribution. If States contributed their full share towards the Programme, 
those States with a higher level of aviation activity would be required to contribute a larger share based on the cost-sharing percentage established. However, the largest contributing State need not necessarily be the highest beneficiary. On the contrary, the smaller States with lesser aviation activity may not have adequate infrastructure for sufficient safety oversight, as such they may be in need of more assistance from the Programme even though their share of contribution may be comparatively much less.

3.0 
Conclusions 


3.1
The cost-sharing formula has as its basic principle that States’ costs are apportioned in accordance with the benefits they receive. It will, however, be difficult to develop a formula that will be fully accurate. The regional organization is established in the spirit of mutual co-operation for elevating the level of safety oversight and to provide the safest possible air transportation system with the region as a whole. Cost sharing arrangements should therefore be viewed on this premise. The larger States may, therefore, have to carry some of the burden of the smaller States so as to ensure that safety standards in the region as a whole is maintained at an acceptable level.


3.2
All States have benefited from the Programme. The average benefit received by all States is 4.90 times their contribution. Highest beneficiary Nepal, 7.66 times their contribution and lowest beneficiary Sri Lanka, 2.87 times their contribution.


3.3
The Steering Committee is requested to note the on-going higher benefit/cost ratio 
of  COSCAP-SA to its member states.













 APPENDIX ‘A’

PROJECT PARTICIPATING STATES' CONTRIBUTIONS

TO COSCAP-SA

(from Years 2002 to 2007)

Based on Cost-Sharing Percentages Established in

Table 1, Annex III, Project Revision 1

(in US Dollars)

	States

	2002
	2003
	2004
	2005
	2006
	2007

	Bangladesh
	  84,793
	  74,641
	  56,162
	  56,708
	  57,106
	  49,254

	Bhutan
	  54,288
	  47,789
	  35,957
	  36,307
	  36,562
	  31,535

	India
	114,034
	100,381
	  75,529
	  76,264
	  76,800
	  66,239

	Maldives
	  73,361
	  64,578
	  48,590
	  49,062
	  49,407
	  42,613

	Nepal
	  84,793
	  74,641
	  56,162
	  56,708
	  57,106
	  49,254

	Pakistan
	  89,850
	  79,092
	  59,510
	  60,089
	  60,512
	  52,192

	Sri Lanka
	  73,361
	  64,578
	  48,590
	  49,062
	  49,407
	  42,613

	EC
	246,620
	-
	-
	-
	-
	-

	Total
	821,100
	505,700
	380,500
	384,200
	386,900
	333,700


           BENEFITS TO STATES WITH RATIO

	STATE


	Participant
	Benefit
	Manuals Cost

Flt. Ops. Manual 

$ 30,000

Airworthiness Manual

$ 30,000

DCP Manual

$ 15000
MMEL Manual

$ 15000

Enforcement Manual

$ 15000

Aerodrome Certification Procedures Manual 

$ 15000

Aerodrome Manual

$ 15000

CRM Instructor Manual

$ 15000
	Regulatory 

SARS @

$ 12000/m

 for 4 months
	COSCAP

TA / OJT

$ 600 / Day
	Specialist

 TA #

1. @ $ 600/ Day

2 .@ $ 400/ Day
	Reg. Insp.

TA

@ 200/Day
	Total Benefits*
	State Funding

Up to 

01 Sept. 2004
	Ratio

	
	TRG Days Abroad
	TRG Days Local
	TRG ABROAD 

$ 300 / Day
	TRG LOCAL

 $ 400 / Day
	
	
	
	
	
	
	
	

	BANGLADESH
	195
	895
	58500
	358000
	150000
	48000
	49800
	-
	9000
	673300
	172920
	3.89

	BHUTAN
	203
	251
	60900
	100400
	150000
	48000
	24600
	-
	7600
	391500
	52827
	7.41

	INDIA
	30
	4252
	9000
	1700800
	150000
	48000
	76800
	1200
	2000
	1987800
	525029
	3.78

	MALDIVES
	113
	803
	33900
	321200
	150000
	48000
	57300
	8002
	6400
	617600
	155920
	3.96

	NEPAL
	76
	1933
	22800
	773200
	150000
	48000
	53400
	6600
	17600
	1071600
	139851
	7.66

	PAKISTAN
	39
	2210
	11700
	884000
	150000
	48000
	39000
	600
	1200
	1134500
	238120
	4.76

	SRI LANKA
	215
	1056
	64500
	422400
	150000
	48000
	66000
	60002
	14400
	771300
	267956
	2.87


Note
# Specialist TA - 
Outside Experts provided to States at their request








to address specific issues.  This Specialist Assistance









is at no cost to the Project except for DSA
* Includes all Training Courses+ TA + OJT up to 01 November 2004.
                                                        Review Date :   01 November 2004



AVERAGE – 4.90
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