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Reduction and refocusing of non-programme costs

Report of the Secretary-Genera

1. One of the major aspects of the Secretary-General's reform proposals (see
A/ 51/ 950 and Add.1-7) relates to the reduction and subsequent redirection of
non- programre costs. The Secretary-Ceneral has proposed a reduction of

non- progranme costs by up to one third by the biennium 2002-2003, and the
utilization of the resultant savings to fund a devel opment account.

2. In the context of its first report on the proposed programre budget for the
bi enni um 1998-1999, the Advisory Committee on Adm nistrative and Budgetary
Questions requested further clarification on technical aspects as well as the
nodalities for inplenmentation of the proposals.?

3. The General Assenbly in its consideration of the reform proposals and the
proposed programe budget for the biennium 1998-1999, 2 decided, inits

resol ution 52/12 B of 19 Decenber 1997, to establish, in the programe budget

for the biennium 1998-1999, a devel opnent account to be funded from savings from
possi bl e reductions in admnistration and other overhead costs, w thout
affecting full inplenentation of nandated programes and activities, and
requested the Secretary-General to submt a detailed report by the end of

March 1998 identifying the sustainability of this initiative, as well as the
nodal ities of inplementation, the specific purposes and associ ated perfornance
criteria for the use of such resources.

4. The present report responds to the request by the Advisory Committee by
presenting an outline of the various el enents which constitute non-programme
costs, together with neasures aimed at reaching the objective within the
indi cated time-frane.
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5. Section | clarifies a nunber of issues related to the definition of

adm ni strative expenses and ot her overhead costs, including information costs,
which are referred to as non-progranme costs.

6. Section Il provides an outline of the magni tude and pl anni ng of the
anticipated reductions. The two overall ains of the exercise are: (a) to
reduce by 1 January 2002 non-programe costs by one third as conmpared to those
obtaining in the proposed progranmme budget for the biennium 1996-1997 as
presented by the Secretary-Ceneral - in actual ternms this represents a reduction
of $280 mllion of the $849 nmillion attributed to such expenses; and (b) in so
doi ng, deliver an efficiency dividend of some $200 nmillion to be placed at the
di sposal of the General Assenbly, through the mechani smof the Devel opnent
Account, for reallocation to econonic and social activities.

7. Tabl e 1 presents non-progranmme costs based on the considerations described
in section | below for the proposed progranme budget for the biennium 1996-1997
and for the proposed programe budget for the biennium 1998-1999, as well as
targets for the bi enni um 2000-2001 and for the bienniumstarting on

1 January 2002. It should be noted that these targets are tentative planning
nodel s, and as such assune a budget naintained, both in ternms of United States
dol I ars and exchange rates, at its 1998-1999 |evel.

8. As can be seen, the total non-programe costs for the original 1996-1997
budget stand at $849 million, or sone 38 per cent of the conputati on base. This
amount is used as base 100 for all future conputations. The table also shows
that the related amount targeted for 1 January 2002 is $569 mllion, or

$280 mllion less than that shown for the proposed progranme budget for the

bi enni um 1996-1997. This corresponds to an index of 67, which is one third

| ower than the base.

. DEFINITION OF ADM NI STRATI VE EXPENSES AND OTHER NON- PROGRAMVE
COSTS AND OF THE BUDGET BASE FOR PERCENTAGE COVPUTATI ON

9. Non- programe costs have been defined as enconpassing all support functions
not directly associated with the delivery of substantive programmes. In this
context, it is suggested that six elenments should be included totally or
partially under non-progranme costs, nanmely, direct adm nistrative costs,
executive direction and managenent, programe support (direct adm nistrative
support to programmes), conference services, public information costs and
general operating expenses. The relevance of each is further described bel ow.

Direct adnmnistrative costs

10. Al direct admnistrative costs as defined bel ow that are clearly not
programmatic in nature relate to support functions to programes and thus are

i ncl uded within non-progranmme costs. These include all costs for the Departnent
of Managenent at Headquarters and the adm nistrative divisions at the United
Nations O fice at Geneva, the United Nations O fice at Vienna and the United
Nations O fice at Nairobi. 1In all these cases, general operating expenses have
been separately redistributed between progranme and non-programe costs. Under
direct administrative costs are also included costs associated with the
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operation of the Admi nistrative Tribunal, the Advisory Conmittee on

Admi ni strative and Budgetary Questions, the Board of Auditors, the United
Nations share of the Pension Board secretariat, the Conmttee on Contributions,
the United Nations share of joint adm nistrative activities (the Consultative
Conmittee on Adninistrative Questions, the International Cvil Service

Commi ssion, etc.) as well as the Ofice of Internal Oversight Services.

Executive direction and managenent

11. Part of the functions within the executive direction and nanagenent of each
mai n department or office are devoted to adm nistrative, human resources
management and ot her overall managerial tasks that constitute non-programre
elements. It should be noted in this regard that the Executive Ofice of the
Secretary-CGeneral and administrative functions within the offices of the
Directors-Ceneral of the United Nations Ofice at Geneva and the United Nations
Ofice at Vienna are included under this item \VWhile it is difficult to assign
an exact ratio of these tasks as a proportion of the overall cost of each
department or office, which, furthernore, may vary fromoffice to office, for
the purpose of this exercise it has been assunmed that non-progranme costs
currently represent about half of the total cost of these offices and
consequently a 50 per cent factor has been assigned to those costs.

Programme support

12. Under this itemare included all direct adm nistrative support to
programes, nanely all Executive Ofices at Headquarters, as well as

admi ni strative services in the econonic conmmi ssions and the United Nations
Conf erence on Trade and Devel opnent (UNCTAD). Two ot her programre support
elements related to the econom ¢ commi ssions and UNCTAD, nanely conference
services and general operating expenses, are dealt with separately in the
present report.

Conf erence services

13. Conference Services, in its support function, provides services to the
entire Secretariat. A conponent of that support is devoted to non-progranme
entities, mostly in the adm nistrative sector, including docunentation, not only
for adm nistration per se, but also, principally at Headquarters, for a nunber
of United Nations bodies dealing with adm nistrative matters (the Fifth
Conmittee, the Pension Board, the Advisory Committee on Administrative and
Budgetary Questions, the International G vil Service Conm ssion, the Board of
Auditors, etc.). Therefore, a proportion of conference services should be

i ncl uded as non-programme costs. Detailed statistics will over tine be gathered
and anal ysed to define as exactly as possible the "contribution" of conference
services to non-programme costs at Headquarters and at other duty stations. At
this juncture and for the purpose of this exercise, a rough estinmate has been
nmade that, overall, sonme 25 per cent of conference service costs relates to the
servicing of all adm nistrative and other entities included under non-progranmme
costs. Consequently, that factor is used throughout the exercise. For the sake
of consistency, Conference Services is presented as a separate el ement

t hroughout the exercise, even though it has been aggregated within the
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Department of CGeneral Assenbly Affairs and Conference Services in the revised
esti mates contained i n docunent A/ 52/303.

Public information

14. The role of the Ofice of Conmunications and Public Information is to
pronmot e an i nformed understanding of the work and purposes of the United Nations
anong the peoples of the world. As a separate Ofice, it has both links with
programes, the activities of which serve, inter alia, as the basis of its
reporting, and operates on its own as a support function in a way that is
conceptually simlar (even if in practice it is different) to the various other
non- progranme entities |listed above. |In the context of this exercise, bearing
in mnd the current structure and nodus operandi of the Ofice, it is assuned
that currently the activities of the Ofice are non-programe activities. Based
on the analysis of current functions, 100 per cent of O fice costs are included
as non-programre costs. A case can, however, be nmade for a shift of sonme of
these costs to the substantive conponent, especially in respect of elenents
supporting the programe functions. This is discussed in paragraph 40 bel ow.

Ceneral operating expenses

15. General operating expenses, which are refl ected under various sections of
t he budget, include rent, fuel, supplies, furniture and other simlar types of
expenditure of the Organization. A portion of these expenses relates to

non- programme activities. The amounts shown in table 1 under programe and
non- progranme costs respectively, reflect the same proportion of the total cost
of general operating expenses as the respective ratio of progranme and

non- programme costs bear to the conputation base.

Conput ati on base

16. A conputation base has been derived fromthe total regular budget anmount by
deducting certain el ements (nmaintenance/construction, staff assessment and
speci al expenses). These elenents, which are treated separately in the budget,
are considered to be neither programe nor non-programe costs. They have thus
been mai ntai ned outside the scope of the study, bearing in mnd, inter alia,

that a proportional redistribution of capital expenses (construction/

mai nt enance) woul d not be neani ngful and that staff assessnent appears both in
expendi ture and incone sections of the budget.

1. FUTURE REDUCTI ONS | N NON- PROGRAMVE COSTS

17. In the paragraphs bel ow a planning nodel is presented outlining the
econom es that should be effected in the next two bienniuns (2000-2001 and
January 2002-2003) to attain the above goals (see table 1). The types of
neasur es envisaged within each of the el enments constituting non-progranme costs
are al so described, including, as explained later, an element related to Menber
States' "contribution".
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A. Economies to be effected in the next two bienni uns

Sinplification and rationalization of rules

18. The Financial Regulations and Rules and the Staff Regul ations and Staff

Rul es of the United Nations date back some 50 years. Over the years, changes
have been nmade in the formof add-ons, |leading to increasing | ayers and grow ng
difficulties in their inplenmentation

19. It is in this context that an overall review and reformof the Staff Rules
has been initiated to sinmplify as well as to nodernize them thus making them
easier to understand and administer. The review process is expected to span
over the first half of 1998 under the aegis of a task force created to that
effect. The results will be inplenmented gradually, bearing in mnd that sonme of
the United Nations Staff Rules stemfrom United Nations comopbn system

consi derations requiring International Gvil Service Comm ssion invol verent.
Simlarly, areviewis to be undertaken of the Financial Rules to adjust, nodify
and noderni ze them as necessary.

Sinplification and streamining of procedures and processes

20. Together with the review of the rules, it is necessary to reviewthe
practical way ("critical path") in which rules are inplemented. At present, the
i npl enentation entails duplicative efforts, excessive layers in the decision-
maki ng process and consequent communi cati on problens. The purpose of the review
is to stream ine procedures and processes, as well as to define clear |ines of
responsibility and accountability, with a viewto elimnating duplication and
redundancy. These reviews, which will include consultation with the Ofice of
Internal Oversight Services, will be undertaken centrally at Headquarters as
well as locally at all duty stations. The intention is to exam ne existing
practices with a view to standardi zation, including consideration for the use of
best practices throughout the Oganization. Furthernore, the establishnment of
performance indicators would result in a better assessment of the costs involved
i n undertaki ng various processes and procedures and woul d therefore lead to
benchmarking. It is expected that these measures, which have a direct link to
del egation of authority, will positively inmpact on costs, notably in the

adm ni strative sector

Del egation of authority and responsibility

21. The issue of delegation of authority and responsibility has been one of the
nore controversial issues of the operations of the Secretariat. It is also
probably the one aspect where progress can be achi eved and real econom es of
scal e realized when the existing duplication and successive control mechani snms
in many areas are elim nated.

22. Delegation of authority in the human resources, finance, budget and
procurenent fields should be considered at two levels. One is delegation to
"clone" operations (principally outside of Headquarters), i.e. extension of
authority fromoperations currently undertaken at Headquarters (for exanple, the
Ofice of Human Resources Managenent) to entities in the sane |line of business
situated away from Headquarters (personnel services). The other is delegation

l...
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froma given adm nistrative departnment (for exanmple, the Ofice of Human
Resour ces Managenent) to a substantive departnment (for exanple, the Departnent
of Political Affairs). It should be noted that at present some, albeit mnimnal
del egation is granted in certain areas, nost of it related to purely |loca
aspects of admi nistrative functions at offices away from Headquarters.

23. A review is being undertaken to assess the appropriate |evel of delegation
necessary for operations to proceed in a nore tinely and efficient manner. As
regards the del egation to clone operations outside of Headquarters, be it the
Ofice of Human Resources Managenent/ personnel service, Controller/finance and
budget or support services/procurenent, these non-headquarters operations are,
in effect, a replica at the duty station concerned of the related operations at
Headquarters and shoul d be provided with the necessary |evel of delegation to
conduct operations fully. It is presently the case in a nunber of instances,
that such cl one operations conplete and review part, or sonetinmes the totality,
of a given process, only to have this very sanme process revi ewed and checked
again at Headquarters before any action can be taken

24. Delegation of authority and responsibility goes hand-in-hand with
accountability and empowernent. It is inportant for managers to have the
ability to inplement mandates and be held accountable for them (Quite often
nmanagers are made responsible for the inplenmentation of mandates wi thout the
proper tools or the ability to neet the new demands. Delegation will not mean
abrogation of responsibility at the centre. There is, and will always be, a
clear need for policy setting and nonitoring at the Headquarters | evel and for
assenbl i ng proposals for, or on behalf of, the Secretary-General (the budget for
exanple). However, at the operational level, with regard to the day-to-day

i mpl ement ati on of policy decisions of the Secretary-CGeneral or the Genera
Assenbly, there is a definite need to redefine review nechani sns and nove to
nonitoring and advi sory functions at Headquarters, bearing in mnd the output to
be achi eved (for exanple, gender bal ance, recruitnent through the nationa
conpetitive exam nation, budget inplenmentation, procurenment, etc.). Delegation

of authority will include an exami nation of existing internal controls with a
view to elimnating excessive bureaucracy and introducing controls in areas
where none exist. Increase in decentralization will be acconpani ed by increases
in the responsibility and accountability of progranmme nmanagers. It represents a

maj or shift in our way of operating and will necessitate training for al
concerned, but should result in a sinplified, streamined and nore agile
operational systemw th a marked reduction in the delays which currently occur
as a result of nunmerous back-and-forth conmmunications. It will also provide for
savi ngs of scale, although one should realize that del egation being essentially
a shift in functions cannot generate econom es of the sane scale at both ends.
That is to say, the work, even if the process is sinplified, still has to be
under t aken sonmewhere, but not tw ce or thrice.

I nt egrated Managenent Information Systeminfornmation technol ogy

25. One of the features that will help the O ganization to streamine its
operations and realize savings, once it is fully operational in all its aspects,
i ncluding payroll, is the Integrated Managenent |Information System (IMS). It
clearly provides an opportunity to change and sinplify the way things are done,
not so much in terns of each of the steps of a given process once they are
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redefined (see paras. 20-24 above), but rather in overall ternms when a chain of
actions is required to inplenent an adm ni strative action

26. The main savings to be achieved are towards the end of the chain, nanely in
the finance and, in particular, in the payroll area. At present, payroll
functions are in large part related to sophisticated data entry, or rather
re-entry of data already el ectronically produced through the personnel system
and are thus | abour-intensive. Once IMS is operational in that area, nost
operations, including data entry, will be perforned only once on an ongoi ng
basis as part of a chain process initiated in a departnment. This should result
in significant staff savings at all duty stations currently entrusted with
payrol | operations. Consideration will also be given to the consolidation of
activities by grouping themin fewer centres. To a certain extent, such an
approach already exists at present, both Headquarters and Geneva having
extensive field payroll operations which could be expanded with the ful

i mpl ementation of IMS.

27. On the information technol ogy side, nore extensive use of the Internet, for
exanple in the procurenent field, coupled with an extension of the current
procurenent tracking systemwthin IMS, should provide for enhanced

transm ssion and use of procurement and billing information. This, in turn,
should allow for a streamining of operations in that field. Simlarly, in the
recruitnent field, use of the Internet would entail benefits in terns of search
and roster creation and should | ead to econom es of scale. Another area to
benefit fromthese technol ogi cal advances woul d be the archives, where a

si zeabl e reducti on of hard-copy docunentation should be realized. Extensive use
of information technology tools (the Internet, the newy created United Nations
Home Page, the optical disk and electronic nmail) will undoubtedly over tine
accelerate the current trend of relying | ess on hard-copy docunments, not only
within the Secretariat but also insofar as information/docunents available to
del egations are concerned. This in turn will inpact on paper consunption and
docunment s distribution throughout United Nations offices, allow ng for econom es
of scale to be realized.

Rei nbur senent of services rendered to extra-budgetary entities

28. On numerous occasions the Advisory Commttee on Administrative and

Budget ary Questions, and indeed the General Assenbly, have clearly indicated

t hat regul ar budget funding should not be used to subsidize extrabudgetary
activities. Two issues deserve consideration. The first is the degree of
"contribution", if any, fromthe regul ar budget to the provision of services
rendered to extrabudgetary activities and the second is the form of

rei mbursement of such services, including an assessnment of the cost incurred by
the Organization when it provides a full range of adm nistrative and ot her

servi ces.

29. One aspect of the issue lies in the current Financial Rules (in particular
rule 107.1 on m scel |l aneous incone), which require the Organization to credit
proceeds fromthe | oan of staff nenbers or any services rendered to

m scel | aneous inconme. This has a de facto negative inpact on the regul ar
budget, as related costs are included in a given appropriation line (for
exanple, utilities) and thus actual costs to the regul ar budget are
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m srepresented, while related reinbursenent is credited directly to income, thus
i ncreasing the income |line.

30. It is clear that if services provided are "underval ued" or credited under
i ncone, appropriate funding under overhead funds or direct reinbursenent under
the affected regul ar budget itens would reduce reliance on resources fromthe
regul ar budget and thus allow for a reduction of such resources. A review of
the policies and practices governing rei nbursenent of services rendered,
together with the extent of resources provided by extrabudgetary funds/trust
funds will therefore be undertaken to determ ne whether adjustments are needed.

Conmon_servi ces

31. The concept of conmpn services is not newto the Organization. In a numnber
of areas, nmostly in finance, it functions quite effectively (payroll, financial
services, investnents, etc). Further advances shoul d be possible in other areas
where regrouping of simlar services should |lead not only to econom es of scale,
but al so enhancenent in their delivery.

32. Arevieww |l be undertaken of all main support services with a view, when
possi bl e, to consolidating the provision of such services and to strengthening
exi sting common services. Consideration will also be given to consolidation
bet ween Headquarters and other |ocations, within [ocations and/ or between

| ocations as the case may be. The review will take account of the cost-

ef fectiveness, quality and tineliness of such services between duty stations, as
wel | as make an assessment of such factors as conpared with outside practice in
simlar fields, in order both to establish appropriate benchmarks and
performance indicators and to exam ne options for selective outsourcing.
Finally, it should be nentioned that this review will cover comon services as
wel | as central services provided by/to the Secretariat, funds and programes.

33. Most of the areas mentioned above are interlinked. The conbined effect of
streamining themw ||l represent a definite cost-saving el enent throughout the
Organi zation in terns of non-programme costs with the effect being felt in
particul ar under direct adm nistrative costs and programe support. Wile each
elenent is not quantified separately owing to their Iinkage, planning

i ndi cations of potential savings for the bi enni um 2000-2001 and for that
starting on 1 January 2002 are shown in table 2 under the various itens.

34. In addition to the neasures descri bed above, the actions set out below are

contenpl ated for each of the el ements of non-programe costs.

B. Measures envisaged for the elenments constituting
non- progranmre costs

Executive direction and managenent

35. It will be recalled that it was assunmed in paragraph 11 above that up to
50 per cent of the functions within executive direction were devoted to

adm ni strative, human resources managenent and ot her overall managerial tasks.
It is expected that over the next two bienniuns (2000-2001 and 2002-2003) there

/...
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will be a refocusing of functions so that a gradual shift to substantive and
programmatic matters will be possible. This is illustrated in colum six of
table 2, which indicates a shift/redepl oynment of resources from50 per cent to
33 per cent for non-programe costs, and simlarly in colum 10, where a further
redepl oynent of resources for non-programme costs, from 33 per cent to

25 per cent of total resources for executive direction and managenment, is
reflected. Thus the overall data for executive direction and nmanagenent
reflect, from 1998-1999 onwards, planned reductions of $6.4 nmllion and

$2.0 mllion respectively for 2000-2001 and as at 1 January 2002 and a

redepl oynent of resources towards programmes, reducing the share of

non- programe costs from 50 per cent in 1998-1999 to 25 per cent as at

1 January 2002.

Conf erence services

36. \While nore precise statistical data will be collected, it is estimated for
t he purpose of this study that the share of conference services attributable to
non- programre costs will remain at 25 per cent throughout the exercise. Savings
envi saged under conference services relate in part to a projected reduction in
docunent ati on by some 25 per cent. This is to be coupled with sone of the
nmeasur es descri bed above, in particular those related to information technol ogy,
rei mbursement of services rendered to extrabudgetary activities and comon

servi ces.

37. Wile a decrease in conference-servicing costs could be expected from
streanm i ned adm ni strative issuances and reduced public information outputs,

cost reductions will depend on the level of activity of admnistrative and
financial bodies. Economes are al so expected fromtechnol ogi cal advances and

i nprovenents to procedures. On the other hand, if the additional resources to
be made avail able for programme activities in the economc and social fields are
used to increase traditional programe outputs - neetings and reports - there
will be a resulting increase in the workload for conference services.

38. It should be noted that the 25 per cent reduction in docunentation that the
Secretariat is expected to achieve by the end of 1998 will not directly
translate into major savings in conference services. The reduction applies to
the volunme of material printed, part of which has already been achi eved by
reduci ng the nunber of copies of docunents distributed within the Secretari at,
circulated to Permanent M ssions, made available in conference roons and kept in
stock. This reduction however does not have a significant inpact on the nore
costly functions involved in docunentation processing: editing and translation
The Secretariat is also examning the possibility of w der use of electronic
translation, and although the technology is not fully perfected, it should
contribute to a further reduction in docunentation costs. The 16-page limt
established by the Secretary-General for docunents originating in the
Secretariat applies to 26 per cent of the parlianentary docunentation processed
by conference services. The rest is nmade up of mmjor policy docunents, which
are lengthier, such as reports of subsidiary bodi es and of special rapporteurs,
conmmuni cations from Menber States, and draft resolutions and decisions. The
observance of this 16-page linmt alone could lead to a reduction of
approxinately 8 per cent in total parlianentary docunentation (excluding nmeeting
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records, public information materials, publications, adm nistrative issuances,
etc.).

39. It should be noted that many nanagenent initiatives ainmed at pronoting nore
efficient conference services for admnistrative matters are also applicable, in
nore or |ess degree, to progranme costs - for exanple, renpte interpretation

For this reason, reductions in the progranme support conponent of conference-
servicing costs are also tentatively projected in this study. This is
illustrated in colums 4 and 8 of table 2, where econom es of $35.5 and

$28.0 mllion are included as contenpl ated reductions.

Public information

40. As indicated in paragraph 14, the full anobunt of costs for the Ofice of
Conmuni cati ons and Public Information has been included as non-programe costs
until the biennium 1998-1999. It is expected, however, that for future

bi enniuns there will be a shift in operational activities of the Ofice, with

t he enphasi s being placed on providing direct support to substantive progranmes.
The Ofice is therefore gradually expected to shift and/or redeploy its
resources towards substantive programes. This in turn would translate into a
consequent decrease in the Ofice share included under non-progranmre costs.
This is illustrated in colums 6 and 10 of table 2, where the share of the

O fice included under non-programe costs shows a decrease from 100 per cent to
50 per cent for 2000-2001 and from 50 per cent to 33 per cent as at

1 January 2002. This shift of resources is coupled for each bienniumw th

pl anned overall economies ($6.9 and $5 nillion respectively) resulting from

ot her neasures described in section Il, as well as froma restructuring,
stream i ning and refocusing of Ofice activities.

Ceneral operating expenses

41. The savings projected in table 2 are essentially due to information

t echnol ogy/ comuni cati ons advances and rei nbursenent of services rendered to
extrabudgetary entities, as indicated in paragraph 30 above. The figures
represent net savings after accounting for unavoi dable increases owing to price
increases for utilities, rent, etc.

Menber States' contribution

42. A nunber of measures ainmed at inproved nethods of work, streamining and
cost savings have been presented in the present report. VWile nmost of themare
predi cated on action to be taken by the Secretariat, to be fully successful they
wi Il neverthel ess require active involvenent by Menber States.

43. COvertine, the demands placed on the Secretariat in terns of docunentation
especially in the adm nistrative and financial sector (Fifth Committee) have
been increasing. Simlarly, the periodicity and timng of nmeetings has seen an
increase. It is, therefore, particularly inportant, in the context of the
reduction in non-programe costs, that full and active cooperation be obtained
from Menber States. Specific neasures related to the periodicity and | ength of
neetings in the admnistrative and finance areas woul d reduce the strain on the
Secretariat, both in terns of conference services and hunan resources support

l...
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fromthe Departnment of Managenment and ot hers, and consequently all ow for savings
i n non-progranme costs. As shown in table 1, the value of this contribution
from Menber States is estimated at some $22 million. It should be noted that,
initself, the wording is a m snomer as the "contribution" would consist in
adopting a different approach in reviewing admnistrative matters, while the
savings will have to be achieved within the Secretari at.

Devel opnent Account

44. A separate docunment (A/51/950/Add.5) has been issued on the establishnent
of the Devel opment Account. Table 2 provides a summary of the action envisaged
in terms of redeploynment of resources wthin executive direction and nmanagenent
from non- programme costs to programmes ($12.8 million by 1 January 2002 over
1998-1999), as well as fromthe Ofice of Communicati ons and Public Information
to progranmmes, where redepl oynent accounts for $75 mllion by 1 January 2002
over 1998-1999 (see the note to table 2), with the enphasis on the econom ¢ and
soci al sector (75 per cent of the redepl oyed anount or $56.0 mllion by

1 January 2002), while other programre costs woul d receive 25 per cent of the
redepl oyed anmount, or $19.0 mllion by January 2002.

45. Footnote 2 to table 2 also indicates, by reference to the expected savi ngs
shown in colum 12 for each el ement, the anount expected to be redirected to the
Devel opnent Account. As can be seen, the accrued savings woul d total

$182.2 mllion by 1 January 2002, to which should be added $12.7 mllion, as
proposed by the Secretary-General within the context of the 1998-1999 budget,
thus representing a total of some $195 nmillion to be available in the

Devel opnent Account by 2002

46. The overall planning targets for the bienniumstarting on 1 January 2002
regardi ng redepl oynents and econom es can be summari zed as fol |l ows:

Pr oposed Pr oposed Pl anni ng
budget for |Increases/ budget for |Increases/ Redeploy- target
1996- 1997 (economi es) 1998-1999 (econoni es) ment s 1 January 2002

(1 (2) (3 (4 (5 (6)

Total programre costs 1 381.4 1 372.1 1 603.0
Econoni c/ soci al 527.8 13.0 540. 8 182. 2 56.0 779.0
O her substantive

progr anmes 328.5 6.3 334.8 31.8 367. 02
Operating and support

costsP 525.1 (28.6) 496. 5 (39.5) 457.0
Tot al non- progranme

costs 849.0 (49.5) 799.5 (142.7) (87.8) 569. 0
Grand total

(conput ati on base) 2 230.4 2 171.6 2 172.0

2 Difference of 0.4 owi ng to rounding.

® I'ncl udes conference services and general operating expenses.
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[11. PRESERVING THE I NTEGRI TY OF THE DEVELOPMENT ACCOUNT

47. A precise procedure nmust be established so as to preserve the integrity of
t he process by which non-programe costs of the Organization are reduced and
thereafter reallocated, in the case of administrative and conference service
costs, to a Devel opnent Account or to programme outputs, in the case of
information costs. Wthout such a procedure, the benefit of such reductions in
non- programe costs could be | ost in succeeding bienniuns.

48. To guard agai nst such occurrences, several steps should be taken in the
budgetary process, in precise order.

Step 1 - defining base period non-progranme costs

49. Non-programe costs must be defined in a specific manner in a base period
bi enni um budget and identified in a consistent manner in succeedi ng bi enni al
budgets. While there is nothing particularly sacrosanct as to the definition of
the six elenents of non-progranme costs as in this paper (see sect. I,

paras. 9-15), their inclusion under non-programe costs in the proposed
programe budget for the biennium 1996-1997, which is used as the base period

bi enni um necessitates, for the sake of consistency, that conparison continue to
be made with the same cost elenments in |ater biennial budgets.

Step 2 - conparing base period bi enni um non-progranmme costs
with non-progranmme costs in succeeding bienni uns

50. As a first order of budget determination, the cost el enents defined as

non- progranme costs in the base bi enni um budget nust be conpared to the sane
cost elements in each succeedi ng bi enni um budget. The decrease in such

non- progranme costs between the base period bi enni um budget and | ater biennia
budgets, leads to a reduction in the non-progranme budget category, which
translates into a credit of an equal anount to the Devel opment Account or to
programe outputs (information costs), w thout causing an increase in the
overal |l budget total. Stated another way, whatever reduction is achieved in the
pre-defi ned non-programe costs occasions a conparable increase in the

Devel opnment Account, or in programme outputs in the case of information costs.

51. At this stage of the exercise, the Devel opnent Account shoul d not be

subj ect to exchange rate or inflation recosting so as to preserve the integrity
of the transferred credit.

Step 3 - costing the remnini ng budget el enents

52. Al other programme activities are costed for budget purposes in the usua
manner. Since the decrease in non-programe costs (step 2) is offset by an

i ncrease in the sane anount in the Devel opnent Account or other programe
activities, the costing of the renaining budget progranme el ement constitutes
the only real change in budgetary appropriation |evels.



(Thousands of United States dollars)

Proposed budget Proposed budget Tar get Tar get
Amount Per cent age Amount Per cent age Amount Per cent age Amount Per cent age
(1) (2) (3) (4) (5) (6) (n (8)
Total budget 2 687.0 2 583.0 2 583.0 2 583.0
Conput ati on base 2 230.4 100. 0 2 171.6 100. 0 2 172.0 100. 0 2 172.0 100. 0
Programme costs
Econoni c/ soci al 527.8 540. 82 689. O° 779. 0¢
O hers 328.5 334.8 360. 0 367. 0¢
General operating expenses 140. 3 133.9 141.0 142.0
Conf erence services 384. 8 362. 6 336.0 315.0
Tot al 1 381.4 62.0 1 372.1 63.2 1 526.0 70.3 1 603.0 73.8
Non- programe costs
Direct administrative costs 375.9 335.2 315.0 300.0
Executive direction 38.7 38.2 23.0 17.0
Pr ogramme support 93.8 98.0 90.0 84.0
25 per cent of conference 128.2 120.9 112.0 105.0
services
Public infornation 137.9 139.2 63.0 37.0
General operating expenses _74.6 _68.0 _54.0 _48.0
Tot al 849.0 38.0 799.5 36.8 657.0 591.0
Menmber States' "contribution" (11.0) (22.0)
Net non-programme costs 646.0 29.7 569.0 26.2
Index in relation to base 100 100 94. 2 76.1 67.0
2 Includes $12.7 nmillion (Devel opnment Account).
® Includes $47.0 nmillion resulting fromredepl oyment of activities of the Ofice of Communications and Public Information
¢ Includes $56.0 nmillion resulting fromredepl oynent of activities of the Ofice of Communications and Public Information
4 Includes $16.0 nmillion resulting fromredepl oyment of activities of the Ofice of Communications and Public Information
¢ Includes $19.0 nmillion resulting fromredepl oynent of activities of the Ofice of Communications and Public Information
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Table 2

indicating econonies and redepl oynents necessary to reach the established target by 1 January 2002

(MlIlions of United States dollars)

Tot al
economi es
2000- 2001 over 1998-1999 As at 1 January 2002 over 2000-2001 as at
1996- 1997 1 January 2002
original | (Economes)/ | 1998-1999 Revi sed Redepl oy- Revi sed Revi sed Redepl oy- Revi sed | over 1998-1999
budget i ncrease anount Econoni es anount nent anount Econoni es | anount nent anount (4)+(8)
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12)
Direct
adm ni strative
costs 375.9 (40.7) 335.2 (20.2) 315.0 (15.0) 300.0 (35.2)
Executive direction
100% 77.4 (1.0) 76.4 (6.4) 70.0 (2.0) 68.0 (8.4)
50%to 33% 33%to 25%
50% 38.7 38.2 or 8.8 23.0 or 4.0 17.0
Progr amre support 93.8 4.2 98.0 (8.0) 90.0 (6.0) 84.0 (14.0)
Conf erence services
100% 513.0 (29.5) 483.5 (35.5) 448.0 (28.0) 420.0 (63.5)
25% 128.2 120.9 112.0 105. 0
Public information 137.9 1.3 139.2 (13.2) 126.0 (14.0) 112.0 (27.2)
100%t 0
50% or 50%to 33%
63.0 63.0 or 12.0 37.0
General operating
expenses 100% 214.8 (12.9) 201.9 (6.9) 195.0 (5.0) 190.0 (11.9)
Non- pr ogr anme costs
(Percent age) 34. 7% 33. 7% 27.8% 25%
(Anmount ) 74.5 68.0 54.0 48.0
Menber States’
"contribution” - - (11.0) (11.0) (22.0)
Grand total (182.2)2
Note: Redeploynent (col 6 + col 10): Executive direction 8.8 + 4.0 =12.8
Public information 63.0 + 12.0 = 75.0
2 Total anount available for the Devel opnent Account $182.2 + 12.7 (suggested for 1998-1999) = $195.0 nillion (rounded).
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Not es

L' Oficial Records of the General Assenbly, Fifty-second Session,
Suppl ement No. 7 (A/52/7), para. 30 (c).

2 | bid., Supplenent No. 6 (A/52/6/Rev.1).




