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EXIZCUTIVE SUHl4ARY

The  extrabudgetary  resources  made a v a i l a b l e  to t h e  U n i t e d  l o t i o n s
Orbaniration  are of Breat magnitude. For 1990-1991, they are estimated at more
than $USZ.S b i l l i o n , and present complex and unexplored policy isouee which
require urgent eolutiono.

United Uationo extrabudgetary  activit ies  are generally welcomed ata an
imporbnt  snd, i n  some c a s e s ,  v i t a ! contribution to solving international
polit ical ,  economic and oocial problema. They raise hopes on the part of some
Member  States, but  a l so  cause  concet?\s  to  some others . The most frequent
quertions are:

IO i t  necesoarily  b a d  i f  e x t r a b u d g e t a r y  resources  g r e a t l y  e x c e e d
amassed contributione?

Sinse the regular budget for the years to come will most probably
tend -to b e  a “zero growth budget”, i s  i t  Oeoirable t h o t  exWabudS0tary
romurcea continue to Brow?

Do extrabudgetary  activitie,a  distort priorities of the United Watione
end recipient  countries?

Does the increased use of extrebudgetary resources erode the mitaeion
o f  t h e  U n i t e d  letions a n d ,  i f  s o , ie there a danger that these activit ies
might be curtailed?

Are thee8 fund6 used in the most efficient and economical way?
Are some funds attractive in the short-term but detrimental to the

functioning and image  of the Organization  in the long-term?
IO there  adequate  repor t ing  to  Member  Sta tes  on  the  vo lume,

management  and results of eXtrabUdgetary  activities?
Hao there been too much or too little decentrulization  of authority

a n d  reoponsibility  t o  f i e l d  o f f i c e s from Headquarters  to establish and
administer trust funds?

Ie the management of trust funds by offices away from Headquarter0 in
accord with their reporting responsibilities?

Does Headquarters have suff icient  capacity to handle and proceeo
reports on extrabudSetary  activities?

Thio list of questions could be much longer and, as such, could not be
d e a l t  w i t h  within t h e  scope o f  o n e  report. In  the  present  repor t ,  the
I n s p e c t o r s  h a v e  t r i e d  t o  i n i t i a t e  a  p o l i c y  diecuesion  o n  t h e s e  c o m p l e x
fsaueo. In their view, a solution to these iesuee  is to be found through the
provioion of adequate information to Hember  States of the United Uationo.
Thio infotwtion should be sufficient to:

allow all Member  States to judge whether the relevant activities are
e f f i c i e n t l y  c a r r i e d  o u t  and d o  n o t  s e r i o u s l y  d i s t o r t  t h e  U n i t e d  Wationo
proaramne and policy priorities;

provide accountability to donor countries and organizatione  for the
funds which they have made available.

In thio regard the Inspectors have formula ted  a number of
reconarendatione. Some of these (Recommendatione  2, 3, 4 and 5) require prompt
action. Others wil l  take a longer t ime to implement. The Inopectoro are
confident, however, tha t  these  recomm\endations  w i l l  prov ide  a  proper  start
towards transparency of the U n i t e d  Uatione financial a n d  progremminS
documentation on extrabudgetary  resources.

/ ..Y



I. IUTRODUCTIOY

1, One of the major financial developments in the United Motions  in recent
years  fs that  its extrabudgetary resources have been increasing at  a  high
rate. They have played a ueeful role in f inancing ilaportant actfvitiee of
the Uni ted  Wations  and  proved  ind i spensab le  a t  the  t ime  o f  i t s  f inanc ia l
crieio.  Currently, extrabudgetary resources exceed assessed contributions by a
oubotantial margin. The above explains the interest in - and a certain amount
o f  concern w i t h - theoe activitieo,  a@ expressed by Member States and United
lot iono bodies, par t i cu lar ly  the  Advisory  Conm\ittoe  on  Admin i s t ra t i ve  and
Budgetary Question6 (ACABQ)  and the Conm\ittee  for Programme and Co-ordination
(CPC).

2. The bulk of these United Nations activities is of an operational  nature,
They are appreciated by the world conrmunity, ao they mobilize  the potential
and increaoe the capabilitiec  of developing countries to promote economic and
oocial  advancement. The  nultLlatera1 and  “no  s t r ings  a t tached”  type  o f
aooistance  provided by the United Uatione, the worldwide exPerience acquired
by it, and the grant tenno have enhanced the importance of ouch  assistance far
beyond ito monetary value. I t  ie not  curprieir.\g, therefore ,  tha t  rec ip ient
countrfoo generally advocate the neceoofty  of corNnuity,  predictability and
increaoe in the volume of United lationo extrabudgetary resources.  Two of the
moot recent  United UatiOnS  Pled&kg COnferenCeS  were relatively  encouraging.

3, A major component of extrabudgetary  activities, which over the last two
years has grown significantly and whose importance in the near future will
moot probably continue to expand, i s  the  Uni ted  lo t ions  peace-keep ing
operations highly praised by the lbtttber State8 of the Organization.

4. Nevertheless, come Member  Sta tes , a8 weil a6 intergovernmental and other
bodies, eopecially  ACABQ end CPC, in the light of the ever-increasing relative
share o f extrabudgetary resources  a8 compared to t h a t  o f  aesessed
contributionc, h a v e  r e p e a t e d l y  emphaeieed  t h e  n e e d  t o  d e f i n e  t h e  r o l e  o f
extrabudgetary  f inanc ing  in  the  overa l l  f inanc ia l  s t ruc ture  und to  re f ine
approval and reporting mechanisma. In thio context, concern  has  aleo been
expressed  over the possibility of distorting the orientation and priorities of
the OrRanreation’s activitiee ata geL by ite legielative organs.

5. Member  States a l s o  h a v e  a  long-Standing  c o n c e r n  a b o u t  i n s u f f i c i e n t
financial control over extrabudgetary retaourcea. External am well a8 internal
auditoro have observed the lack of f inancial  and eubotantive  control  over
extrabudgetary funds . Frequent ins tanceo of overlapping l ctivitieo
oirmltaneously  funded from both regular  and extrabudgetary resources  have been
identified, leading to the conclusion that Member State0 are eometimeo  being
charged twice for the same output.

6. The Joint Inspection  Unit, over the years, hao issued several reporto  on
technical co-operation activitieo, within which the above mentioned problema
have been dealt with in varying degreue  . In 1972, JIU issued a separate
report L/ confined to the problems relative to the United Uationo trust fundo,

11 Report  on  Trust mnds of  the  Uni ted  lationo,  prepared  by  Rober t
M.Hacy,  Joint Inspection Unit, Geneva, Pebruary 1972 (JIU/RRP/72/1).

/ l . .
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because of concern over the poosible  long-term implications of the upward
trend o f  t r u e t  fundo a n d  i n a d e q u a t e  a t t e n t i o n  p a i d  t o  t h e m  b y  t h e
Searetariat. At that the, ouch hunt fundo total led $US 60 mil l ion. By
co19parison,  the 1990-1991 estimated expen\A  ture of the United lotions Fund for
DW6  Abuse Control alone amounts to approxinlately  $US 130 million.

7. The prerent study io the f irst  attempt by JIU to provide a systematic
analprim  o f  U n i t e d  Uat ione  extrabudRetary  reeourcee. T h e  s u b j e c t  i s  i n
keepin with operative paragraph 2 of General Assembly resolution 441184  that
t h e  J o i n t  I n s p e c t i o n  U n i t  s h o u l d  **,,. g i v e  e v e n  greater a t t e n t i o n  t o
UIanaRanent,  budgetary and administrative issues relevant to the agenda of the
sovemin6 bodieo  o f  ito participating  orRanieations a n d  t o  t h e i r  m a i n  a n d
cm concerns”. The report’s format also attempts to comply with operative
pars8raph  6 of the aan~ resolution which calls on the Unit **to make every
effort to rhorten its reports, usin comparative tables and braphice whenever
a p p r o p r i a t e ,  a n d  t o include t h e r e i n  a n executive sunmary o f i t s
recomnendatiow in order to facilitete  the conaideretion  of ito reporta”.

8. In the course of their examination, the Inepectore  have found that lack
of tranrparency  of the docmntathon  on extrabudRetary  activit ies  appears to
be  one  o f  the major  problem. Misunderstandings and concerns arise as a
result of inadequate presentation of extrabud8etary  resources in the pro8ranmbe
budlet,  krdeet performance and pro8ranmne  performance reports, as well aa in
accounting report8 and project documents. As early as in 1972, JIU found
that, in a more d e t a i l e d  d i s c l o s u r e  o f tN@t fund a c t i v i t i e s  t o
inter8ovemmental  bodies, fARA,  BAO, ILO and UHO had moved further than the
United Blations. Although the situation since then baa been much improved, the
Inspectors are of the view that much more needo to be done.

9. The Inopectoro considered whether improved transparency  in  the
prerentation of information  on extrabudgetary  resources would encourage or
discourage donors from makin additional voluntary funds available to the
United  Ipatione. On balance, the Inspectors believe that a clearer picture of
receipts and dioburs-to  of e%trabudgetary  resources would tend to inspire
confidence about the Or8anieation*e  management  of extrabudsetary  resources,
thereby enhancing the credibility of the Organisation in this resorb. This
could, in the Inspectors’ view, encourage donors to increase their contribu-
tions to the United letions’ extrabud8etory  activities.

10. The data for this report were collected during visits to United Uatione
Headquarters, U n i t e d  rations O f f i c e  a t  G e n e v a  (WiOG), U n i t e d  U a t i o n s
Conference on Trade and Development (UUCTAD),  Office of the United Uatione
Hiah Conmissioner f o r  RefuReeo  WWCR), Off ice of the United Uations Disaster
Relief  Co-ordinator (UUDRO), U n i t e d  U a t i o n s  Rnvironnttmt  Progranuna  (UHEP),
United Motions  Centre for Humsn Settlements (HABITAT), two reRiona1  Economic
Comics  ions, United Uationo Development Progronae  (UUDP) Heedquarters and
other entities, deportments and off ices. The Iwpectore  held many diecuseione
with United lotions officials involved in the use and msnagement of United
Iiatione  extrabudgetary  reeourCee. They also had fruitful exchanges with some
dele8etee  and Rovernment off iciale from both donor and recipient countries as
well as with external auditors. The Inspectors would like to express their
appreciation to all those who assisted them in the preparation of this study.

11. The present report has b e e n  confined t o  t h e  U n i t e d  Uotions  o n l y .
Additional studies might be made at later sta888,  bearing in mind the many
imPortant facets of this source of f inancfng. The inspectors  hope that their
repor t  w i l l  be  he lp fu l  to  Hember  Sta tes a8 w e l l  a8 t o  t h e  U n i t e d  Wations
Secretariat,

/ . . .
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11. GEWRAL CONCEPT OF UUITLD IYATIORS  EXTRABUDGETARY RESOURCES

12. The extrabudgetary resource8 of the United Nations in broad terms ore
defined as funds from all other sources  than those received from asoeeoed
contributions and revenue producing activities. In his Bullet in (ST/SQB/l88
o f  1  M a r c h  1982). t h e  Secretary-Qeneral  c l a s s i f i e d  them i n  four b r o a d
categories:-

(a) Those which support or supplement the substantive work programmes of
the Organfeotion  or activities of humanitarian and relief assistance;

(b) those which provide technical co-operation sssistance to develcrping
countrius  either through multilater arrangements  or through the United
Uationr  system;

(c) those which finance peace-keeping operations g/

(4) those which reimburse the Organisation for support servjces and the
use  o f  i t s  fac i l i t i e s .

Although peace-keeping Operation0 are the fastest growing catee)ory, the study
concentrates mainly on extrabudgetary resources under categories (a) and (b)
since these have been of deep concern to the Fifth Conunittee,  ACABQ  end CPC.
Category (d) is currently the subject of intensive discussion in the United
l o t i o n s  LugisSative o r g a n s , in i t ia ted  on  the  basis  of  spec i f i c  s tud ies .
Therefore, the  Inopactors  pre ferred  not  to  inc lude  i t  in  the i r  ana lys i s .
However, they have made their observations as far as this important component
of extrabudgetary resources is concerned (see parau. 52-54 below).

a/ A t  p r e s e n t , only the United Uatione Peacekeeping Force in Cyprus
(UUPICYP) i s  funded entirely by voluntary contributions through a special
peace-keeping account. In the case of UUFLCYP,  troop contributing countries
absorb approximately 70 per cent of the total coots with the balance msde up
from voluntary contributions of Mmber States. Other peace-keeping operations
are f inanced by assessed contributions through special  accounts, though
m o d a l i t i e s  o f financing are d i f f e r e n t .  T h u s , the United lot ions
Disengagement Observer Force Wt4DOF) and the United lotions Interim Force )n
Lebanon (UUIFIL),  the United lotions Angola Verification Blission  (UNAVWO,  the
Unitod Nations Iron-Iraq Military Observer Croup (UUIIMJG)  and the United
lotions Observer Group in Central America (UUOCA) are financed thrOU$h their
respective special accounts. The assesmnente are based on a special “peace
and eecurlty” scale, which places the 160 Hember  States in four categories:
(a) the five permanent members of the Security Council which are aoeenoed  at a
higher rate than their regular budget scale; (b) a group of 22 economically
developed states  is  assessed at  their  regular budset rates; (cl a group of
least  developed states is assessed at  approximately 10 per cent of  their
regular scale; and (d) the remaining members are assessed at approximately 20
p e r  c e n t  o f  t h e i r  reEular r a t e s . The United lotions Truce Supervision
Organisation (UNTSO) and the united @lotions Uilitary  Observer Group in Indie
and Pakistan WUHOCIP)  are funded through assessed contributions as part of
the United Rations regular budset.
support services

Additionally, Member ?tatos hove provided
and/or facilitteo t o  t h e  o v e r a l l  p e a c e  e f f o r t  ( i . e .

transportation, equipment, supplies, etc. 1 uouall  y for start-up purposes on a
voluntary basis.

/ l . .



13. Apart from the aforementioned funds made available to the Organization  on
the basis  of assessment for peace-keeping operations,  the United Wations
extrabudgetary resources represent voluntary contributions either in cash or
i n - k i n d .  z/ Their  acceptance and management are governed by respective
Bin.sncfal R e g u l a t i o n s  a n d  R u l e s .  T h u s  Reeulation  7 . 2  rotlpulates t h a t
“Voluntary contributions, whether or not in cash, may be accepted by the
Secretary-Qeneral  provided that the purposes for which contributions are made
are consiotent with the policies, aims and activities of the Organisation, and
p r o v i d e d  t h a t  t h e  a c c e p t a n c e  o f such  contr ibut ions  which  d i rec t ly  or
indirectly involve addit ional  f inancial  l iabi l i ty  for the Organisat ion shall
require the consent of the appropriate authority”. This regulation is more
specifically spelled out by the Secretary-General in Rule 107 ,$ (Wo voluntary
contribution, sift or donation, for a specific purpose may be accepted if the
purpose is inconsistent with the policies and aims of the United Uationo”)  and

lo 107.7 (Voluntary contributions,  Rifts  or donations,  which directly or
i n d i r e c t l y  i n v o l v e  a n immediate  or  ul t imate  f inanc ia l  l i ab i l i ty  for  the
O~aniaatfon may  be accepted o n l y  w i t h  t h e  a p p r o v a l  o f  t h e  G e n e r a l
Aasambly”)  * In cases other than those approved by the General Assembly, the
establishment of any trust fund or the receipt of any voluntary contribution,
Ri f t  or  donat ion  to  be  admin i s tered  by the  Uni ted  Uat ions  requ ires  the
approval of the Secretary-General, who may delegate this  authority to the
Under-Secretary-General for  Admin i s t ra t ion  and  Management. T h i s  m o v e  i s
provided for in Rule 107.5.

14. With the full co-operation of the Office of the Controller  in Uew York,
the Inspectors attempted to get some idea of  the magnitude of voluntary
contributions in-kind. Thi s  type  of  contr ibut ion  a f fec t s  peace-keep ing
a c t i v i t i e s  i n  t h e  rrsin. The Inspectors, however, were not in a position to
e x p l o r e  t h i s  a s p e c t  o f  e x t r a b u d g e t a r y  f u n d s  i n  d e p t h ,  b u t  g a i n e d  t h e
Fmpreesion that  some practical  diff icult ies  exist  with respect  to voluntary
contributions in kind. The following observations and facts are examples of
&at the Inspectors have in mind:

(a) the United lot ions Financial  Regulat ions 7.2 and 7.3
contain the same provisions for voluntary contributions either
in cash or in kind. However, in some cases special provision
is  made in the Financial  Rules of  the entity concerned,  in
that different ways of accounting are applied. For example,
voluntary contributions in -k ind  are  recorded  in  UIWCR  and
UURUA  as income and expenditure, and are shown separately from
cash contributions, Whereas these contributions a r e  n o t
considered in the United Uations as income and are recorded
on ly  in  footnotes  to  the  f inanc ia l  s ta tements . This ‘fact
ouRRests  that  the United Uations Financial  Regulations and
Rules mi&ht need to De more explicit on this point.

(b) The process of deciding the value of the contributions in
kind is not sufficiently clear.

In this connection, it is worth noting that the Secretariat has prepared draft
technical guidelines for the treatment and v a l u a t i o n  o f voluntary
contributiono in the form of supplies and services which constitute a very

21 Financial RegUlatiOna and R u l e s  o f the  Uni ted l o t i o n s  ( s e e
ST/SGB/Finoncial  Rules/l/Rev.3 (1985).

---
/...
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good basis to deal with the above--mentioned difficulties 31. As the United
Wations  Board of Auditors is going to devote more attention to extrabud@avy
funds, the Board shwld  with the collaboration of the Office of the Controller
be able to explore further all aspects of voluntary contributiono  in kind.

15. The General Assembly established that any moneys accepted for purposeo
specified by the donor should be treated es trust funds or special accounto
(Reeulation  7.3).

1 6 .  T r u s t  f u n d s  a r e  d e f i n e d  a s  a c c o u n t s  e s t a b l i s h e d  w i t h  s p e c i f i c  teema o f
reference or under specific agreements to record receipts and expenditures of
voluntary contributions for the purpose of  f inancing wholly or in part  the
c o s t  o f  a c t i v i t i e s . The orgenization is  responsible for the funds, It ie
also responsible to donors for the use of their contributions under trust fund
agreements, but it may assume no additional financial Liability through such
arrangement without prior agreement rrf the appropriate governing organ.

17. In the United Nations, t r u s t  f u n d s  a r e  c l a s s i f i e d  a s  ( a )  generaL trust
funds :w- Any trust funds other than those established exclusively for technical
co-operation purposes; and (b) Technical  co-operation trust  funds: Trust
funds established to finance apecif ic projects of technical co-operation.

18. Special accounts. 21, unlike trust funds, are those eetablMred  to record
receipts and expenditures to which it is desired to give separate
identif ication,  in view of the importance of the related activit ies  to Timber
States, for purposes of financial matragemerrt  or for other reasons.

19. The original concept of United Nations extrabudgetary  contributions, YS
approved by the General Assembly 15 years ago, is still valid and has been
re la t i ve ly  we l l  observed  by  the  Secre tar ia t , There  are  tzo bas ic  ideas ,
namely, to facilitate and encourage the commitment of donors to strong and
growing ~l\ultilateral  co-operation, and to supplement a given activity financed
from assessed contributions or to finance very useful and desirable projects
and progranunes,  funding for which is not available from the regular budset.

31 Financing of the United Nations Iran-Iraq Hilitary Observer Croup.
Voluntary c o n t r i b u t i o n s  o f- - l3upplies end services.
SGretery-General

Report o f the
(A/44/624).  S e e  A n n e x  I , United Nations peace-keeping

bp>atiotle: draft technical guidelines for voluntary contributions of supplies
and services.

w Examples of special eccounts  are:-
(a) Special accounts for peace- keeping activities financed by assessment

on Member  States or by voluntary contributions.
(b) S p e c i a l  a c c o u n t s  f o r  ectivitiee arising f r o m  t h e  e n a c t m e n t  o f

intetnationel instruments, Thele are normally financed  by the States parties
to the instruments concet-ned (e.g. the Convention on the Elimination of All
Fotms  of Rat ial Discrimination),

(cl Special accounts for progronune support activities.

/ . . .
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1x1. EXTRARUDGPTARY  REIOURCRS  IN THY PLNANClCS. STWUC!‘URR
OF THE UUITED  NATIONS DURING THE 1980s

A. no woblem o f  transoarency

20. As mentioned in the Introduction to this report, the United Wetions
Rember S t a t e s , the Advisory Committee on Administrative and Budgetary
Questions , the Conunittee  for Progranuae  and Co-ordination and the Secretariat
itself are ever more interested in the role extrabudgetary  resourcea play in
the whole range of United Nations activities. No one is, at present,  in a
pooition to  descr ibe  tha t  ro le  c lear ly  and  fu l ly ,  the  main  reason  being
inadequcte, non-transparent presentation of these resources  in the
Oraanization’s financial documentation. Indeed, even the most conscientiouo
and  pa t ien t  reader  o f  th i s  documenta t ion  wi l l  f ind  i t  d i f f i cu l t ,  i f  no,
impossible, t o  R e t  a  clrer-cut pF&**re o f  t h e  magnitude  o f  extrabudaetmy
resources made available to the Organizo’ ion, their sources, distribution and
actual use. That is why the reprusentotives  of rwqe  Umber States SuRRested
t h a t  u “split budget” might be a gOOd solution. The Inspectors do not share
this  point  of  view because of the signif icant progranaetic and f inancial
implications involved.

21. Apart from numerous documents  containing incomplete and fragmented data,
there exist threlr regular sources from which systematic information can be
drawn, i.e. (a) the ACC report on expenditures of the United Nations oytatem
i n  rel,ation t o  pr08rh- (b) the United lotions proposed programte  budRet
for the biennium; and (c\ C-e United Wetions  financial accounts. However,
these also have certain deficiencies which are described hereunder.

(i) fiCC report

22. A prompt analysis of expenditures of regular budset  and eXtrabUdBetal*y
funds by orRanitatious, including the United Nations, can be made from the
f trot document, appearing in July after the respective biennium is over, and
consisting essential ly  of tables  and related footnotes. However, s ixe
expenditure in this document is reported on the basis of the ACC inter-
orRanizationa1 c l a s s i f i c a t i o n  o f  pro8ramnete (natural resources, industry,
transport and comnwication,  etc.), which is different from that applied in
the United lotions programme budset, it can hardly be useful and sufficient
for an accurate examination of the extrabudgetary side of the United Nations
act iv i t ie s .

(ii) Proposed vrommme budret

23. In a number of its studies, inChIding  in particular “Reporting  on the:
performonce  and results of United lotions progranunes: monitorin evaluation
and manaaemen  t review components” (JIU/R&P/88/1;  A / 4 3 / 1 2 4 ) ,  t h e  J o i n t
Inopection Uni t  noted  cons iderab le  pro(lress made  by  the  OrRanization in
deVelOpin  proat- phnS and budlets. The 1990-1991 programe budget, the
first presented to Member States in accordance with the new budget process, as
adopted in General Assembly resolution 411213  was, in this respect, a further
s t e p  fozward. An ACASQ has already ohserved, resource requirements in a
number of sections, at EUb-prO&raUmO  leVe1, include comparative percenta8ets
with the previous biennium for both regular and extrabudXetary resources.
Also, indications of ff;rPncing  throu8h  extrabud8etary  resources are Riven for
prograsane elements and/or output9  when it is expected that such financing  will
represent more than 50 per cent of total requirements.
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24. Por a number of reaoons, similar to ACC report (oee para. 22 above) the
United lotions proposed programme budget is aleo inadequate for ocrutirry  of
extrabudaetar  p ac t iv i t ie s Fas.a* i t  o n l y  p r o v i d e s  i n d i c a t i o n s  o f
extrabudgetary resources “repkeoentfn~ the beat available estimatee**. Talcha
into account the fact that the document is usually prepared a year before the
respective biennium begins, the accuracy  o f these f igurerr ouf fers
accordingly. pecond, the content of the information contained in the proposed
programme budget is extremely limited. Thus, for example, individual outputs
are not costed, nor are new progrumme elements and outputs identified; in a
number of cases, no reference is made to previously identified and continuing
extrebudgetary outputs which hamper comparisons with previous biennia. J’hird,
improvement of other aspects of budget presentation ie also needed. As ACABQ
obsxved  i n  i t s  l a t e s t  r e p o r t “the d i s t r ibut ion  o f  requ irements  wi th in
sections, between executive ciirections  and management, prograrmneo  of activity
and progrmmne  support is often arbitrary. Woreover, t h e  l i n e ,  in torso o f
prograRuW descripti.on, between  subs tant ive  and  opera t iona l  ac t i v i t i e s  is
becomntn$  increasingly blurred. These shortcomings which we particularly
e v i d e n t  i n  t h e  s u b m i s s i o n  o f  t h e  estimetes o f  t h e  r e g i o n a l  commiooions,
preclude an analysis of the proposed requirementa  and rates of growth related
Lo the various proposed activities” . Fourth, an analysis of the infotmation
on extrabudgetary resources is practically non-existent. Member Sta tes  are
not even given an idea of major trends in the development of extrabudgetary
act iv i t ie s . In this  connection,  Hembor  States,  on several  occasions,  have
insisted on a better disclosure of extrabudgetary activities in the programme
budget, For this reason, for example, paragraph 43 of the General Assembly
resolution 321197 on ReStNCtUritlg  of the economic and social sectors of the
United Nations system refers t o  t h e  p r o v i s i o n of full informetion  on
extrabudgetary resources in the progranune  budgets, p/

25. fn his statement to the Fifth Committea on 24 October 1969, the Acting
Under-Secretary-General for Administration and Management  , referring to the
question of voluntary contributions snd the treatment of extrabudgetary
resources in the proposed progrefiune  budget, acknowledged that “a lot has to be
done from the viewpoints of transparency and control”. He also observed that
in terms of better treatment of k?XtrabUdgetEkry  funds in the programme budget,
the Secretariat aimed at improvements in the next budget.

(iii) Financial accounts

26. The f inoncial  accounts include date on income, total expenditures, and
the ullobli&cited balance relative to each trust fund. Zn accordance with
f i.nanciol regulation 11.4 ?/, they are submitted by the Secretary-General to
the Choirnriln  of the Word of Auditors. Subsequently, the Financial Report and
Audited C’inat\cieI  Stetczments  for  the b ienn ium and  Repor t  t h e  Board  
Auditors is presented by the Chairman of the Board of Auditors to the General
A:rsembly , In addit ion, a volume containing schedules of individual test
funds iu made available to the Boerd of Auditors, the  ACh.BQ  and in teres ted
delegations. However, this volume is not made generally available and it is
published only in English.

$1 Official Hecordtt of the General Assembly, Thirty- second Session,
Supplement No. 15(A/32/15),  p.125.

?/ Set ST/SCB/Yitrclncial  Rules/l/R+?~.3(l9S5),  P.43.

/ . . .
-
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8. Poeoible  imrovements  in presentation of ~~~abud6etaryrct~ources- -

27. What are the improvements that Hembur  Statea,  ACABQ and CPC wish to be
made in the presentation of  extrabudgetary  resourct’s  in the United Nations
documentation?

(i) &mber States’ v i e w s

28. O n  many  occas ions  Member States of the United Nations have deplored
i n s u f f i c i e n t  d i s c u s s i o n  o n  t h e  u s e  o f  ewtrabudgstary  r e s o u r c e 8  b y  t h e
Orgonizetion  and indicated that they wished to have more information OIE:

(a) trends in extrabudgetary voluntary resources as a means of f inancFng
Uni ted  Nat ions  ac t i v i t i e s ,  in  par t icu lar i n  a r e a s  o f  a c t i v i t y  w h i c h  a r e
normally financed from assessed contributLons;

(b) development of trust funds and so-called sectoral  funds in tenna of
their number and resources involved: how these funds are represented in
different areas of United Nations activity and how their size has developed
o v e r  a c e r t a i n  p e r i o d  o f  time c o m p a r e d  t o  t h e  increaee o f  rel)ular  b u d g e t
resources;

(c) w h e t h e r  t h e  i m p l e m e n t a t i o n  o f  t h e  o n g o i n g  a d m i n i s t r a t i v e  a n d
budgetary reform has accelerated the increase of eXtrabUd&BtWy  funds;

(d) w h e t h e r the  increase  in  extrabudgetary  pos t s  compensa ted  the
reduction in the regular budget;

(e) the  ro le  o f  in tergovernmenta l  organs i n  a s s e s s i n g  t h e  n e e d  f o r
extrabudgetary resources and in determining their use;

(f) how voluntary contributions, and  t rus t  funds  in  par t i cu lar ,  have
affected the sett ing of  priorit ies  3n the United Nations pro&rammes  and the
implementation of various programmes;

(6) development of the relat ionship between assessed budget  activit ies
and those financed by voluntary contributions;

(h) w h e t h e r  t h e y  a r e  s l i d i n g  a w a y from the  Char ter ’ s  pr inc ip le  o f
collective responsibi l i ty in Che finuncing  of  United Nat ions act iv i t ies .

(ii) ~CABQ’S  v i e w s

29. The extrabudgetary  aspect of United Nations activities has been an area
of importance to the Advisory Committee for many years,  particularly with
resorb  t o  t h e  r e c e i p t ,  m a n a g e m e n t  o f , and accounting for extrabudgetary
funds . The General Assembly’s discussions on the two recently proposed
programne  budgets revealed that the position of ACABQ in this respect was one
of breat concern, and there was a strong desire to correct the situation.

/ . . .
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30, In ite report on the Secretory-Cenerel’o  proposed programne  budget for
the biennium 1988-1989 (A/42/7), AcA8Q s ta ted  thot  i t  in tended  “to pay
opecific attention in future to the extrabudgetery side of the United Wotiono
expenditure, including accuracy of the methodology currently used to forec.rot
the level of extrobudgetary resources. I n  v i e w  o f  the Uia6nitUd0  o f  the
reoourceu  invo lved ,  the  Adv i sory  Comnittee believeo tha t  ft fo eosential to
define precisely the role of extrabudgetary financing in the over811 financial
structure  of the United lotions. It is olso essential to refine approval and
reporting mechanisms so ae to ensure thot these expenditures are subject to a
at-outer  measure  of scrutiny and contsol”.

31. In ite report on the secretary-Ceneral’e  proposed pro6reme budget for
the biennium 1990-1991 (A/44/7) the Advieory Conunfttee  considered, jnter alig
the role ond utilisation  of extrabudgetary resources by the United Mations:
The Advioory Cocunittee  stated in parU6rUph  61 of its report that “the level of
extrabud60tary  resources available to the United Uatfono  hao increased over
the yews . . . and include not only payment of oupport costs for services in
eupport of other United Nations organieotions  and extrabudgetary programwe
but increasingly consist of trust funds to finance substantive activities and
operational projects’*. It also pointed out that extrobudgetary reaourcea
additional to those reported in the proposed programme budget are quite often
received during the course of a biennium and these resources can hova an
impact not only on the work progranune but on the ordering of priorities as
well * Therefore, it was important for the General Assembly to be informed of
these developments and of the consequentiol  effect on the work program@.  The
Advisory Conunittee requested the Secretary-General to devise 8 meuns to convey
thio information to the General Assembly in R timely fashion, perhaps in the
context of the performance reports on the regular budget.

32. The Advisory Conunittee stressed in its report the following:

(a) the need to refine approval and reporting mechonimns  so ao to ensure
thot extrabudgetary expenditures are subject to 8 greater measure of scrutiny
and control; and

(b) t h e  n e e d  t o  c o n d u c t  8 thorough  r e v i e w  o f  a l l  extrubud&etaty
programnes so as to bring to light and record the Secretariat’s participation
in activities funded directly by governments 6nd to ensure that adequate
procedures are instituted to deal with such cuses.

( i i i )  GPC’e  viewg

33. The Conunittee for Programme and Co-ordination, when COnOidering  the *
proposed progranune budget for 1990-1991, also gave considerable  attention to
the question of uxtrabud6etery  resources and expressed diosatiofaction over
the manner in which such resources were treated, perticularly  in relation to
the implementation of mandated activities and the establishment of priorities
wf thin sub- programmes, T h e  C P C  recomnded that a solution to the
methodological  issues related to the progronunatic  impact of  eXtrUbUdget6ry
resources be explored &/.

.e/ For the relevant conunents  and conclusiono of CPC, see document
A/44/16, pares. 41, 56 and 69.

/ l *.
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34. Taking into account  the fact that oerious  diocusoions on United Natilw
extrabudgetary  resources have been taking place in the above-mentioned fora in
recent yearo, the  Inopectoro cons ider  i t  uoeful, after auoeeeing brief ly  the
s i tua t ion  dur ing  the  19800, to concentrate on the factoro which hinder the
expreooed desire of Mamber  Stateo  concerning extrabudgetary resources. 8ome
major aopecto of the core ioouec are analyoed in Chapter TV.

C. Jgvolution  of the flow of extrabudeetarv  reaourcen t o  the
ted Uationu

3s. The middle of the fff tfeo uitneooed  a conriderable  increase in inflow of
extrabud6etary .xeources  i n t o  t h e  U n i t e d  Uathmo budaet. Thin  ~00 m a i n l y
attributable to the shift in Member States policy from primary reliance on the
asrersed  col.Lriwtions  to voluntary contributieno in order ta flnannco  l oms
act iv i t ies  of  the  Uni ted  Uat ions  family, mainly o f  econr?ric  a n d  s o c i a l
character.

36. In i t ia l ly , thio s h i f t  l a r g e l y  t o o k  t h e  f o r m  o f  a n n u a l  v o l u n t a r y
contributiona by many Netnber Stateo to f inance ouch  organisations as UIOHCR,
WDP, UMICIOB and the World Food Progranm. Later, there woe a trend tomrdo
voluntary contributiono, not to United Uations orasnieotiono ae such,  but to
individual projecto  and pro~ranuneo  included in the regular pro~renmna  of work
and country proarammeo  of theoe oraanieatimo.

37. The major reaeone  underlying the ohift to eactrabud~etary f inancing,  as
ident i f i ed  in  the  JLU “Report o n  Truot Bundo o f  t h e  U n i t e d  Uationo”
(JIU/REP/72/1), h a v e  n o t lo s t t h e i r  v a l i d i t y .  Yirotlv, m a n y  lorae
contributors continue to prefer f inancing oeparate operat ions rather than
a l l o t t i n g  l a r g e  aum f o r  operationo u n d e r  a n  arrangement where e a c h  membe?
country has one vote, pecondly,  the U n i t e d  Uotiono p o l i c y  t o  a t t r a c t
reoources  f r o m  a v a r i e t y  02 channels, n o t  j u s t  aeoeosed c o n t r i b u t i o n s ,
continues to be pursued. mirdlv,  t h e  r e l i a n c e  o n  nultilatoral  plannina,
proaranuning  and co-opera t ion  f or  bi la tera l  pro6rannoo remains  strong,  and
hybrid bilateral progranmeo  administered by nultilateral  agencies  are a rother
frequently occurring phenomenon. The cameo in point are those of Italy and
Jepan , for example. Thus, in 1988, Italy planned, to channel almost 50 per
cent of ito development aid through multi lateral  a@Aeo and an important
ohare o f t h e s e  resources  woo ouppooed  t o  b e  spent o n  U n i t e d  R a t i o n s
programmea. Japan considers channellity  the bulk of ito assiotance through
t h e  U n i t e d  Hathons  ae a n  i m p o r t a n t  elenrent o f  ito n a t i o n a l  p o l i c y .  T h e
statenmnto  to thio effect were made during  the discussions in the General
Assembly by their reopective  repreeentatiwo.

38. Additionally, t h e  o h i f t  t o  extrabudaetary contributione c a n  b e  resorbed
as a  r e f l e c t i o n  of the w i s h  o f  t h e  d o n o r  conwnity  and m a n y  recipient
aovernmento for  mltilateral  co-opera t ion  to  focun on  newly  emrain  iouueo
(e.g. drug contro l , environment, humen dahto) that tend to receive relatively
low initial priority  in the overall dfotribution of United Uationo  resources.
Aloo, t h e  U n i t e d  Motiona  f  inanciol cririr h a s ,  i n  o n e  w a y  o r  a n o t h e r ,
encouraged  both  the  rec ip ient  6ovotxunents  and  or~anieationo  o f  the  Uni ted
let ions s y s t e m  t o  l o o k  e l s e w h e r e  f o r  a d d i t i o n a l  resource9  r e q u i r e d  t o
implement asreed  projects and pro&ranmmo.
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United Nations Regular and Extrobudsetary  Resources
during the 19800

(*US million)

BIEWWIA

,, 1980-1981 1982-1983 1984-1985 1986-1987 1988-1989 1990,Ml
sf ti g 4/ ti

Resources hrwnt X of hnount  Qrouth  haunt Orouth knount  Qmuth knount Growth hmunt  Crouth
totdl lly (Xl (Xl (Xl (Xl

Net Aogulrr d
budget 31 1100 44.6 1219 10.4 1310 7.8 1407 7.4 1444 2.6 1631 12.9

Entrdbudgetdry
resources k/ 1368 55.4 2126 55.4 1873 -11.9 2249 20.0 2029 -9.8 2547 24.9

41 v
Totdl  net brdget 2469 100.0 3342 35.4 3183 -5.3 3656 14.7 3473 -5.0 4178 19.9

Footnotes:

%I Regular budget f igures for each biennium, except for 1990-1991,
represent appropriotfons as contained in the subsequent Propoeed Pro~rame
Budget (e.g. 1988-1989  appropriations were drewn from the 1990-1991  Proposed
Programme Budget). Also tote18 shown are net of income end staff asssssment.

81 Figures for extrabudgetary resources for each biennium, except for
1990-1991, represent est imated expenditucss  as  contained in the subsequent
Proposed Progremne  Budget (e,g. 1988-1989  estimated expenditures were d-n
from the 1990-1991 Proposed Prograrmne  Budget).

El As  the  amounts  quoted  in  the  f i r s t  co lumn are  not  in  cons tant
dollars, growth fisuree include infletion end currency exchange factors (or
are affected by inflation and currency aKChtan~)e  factors).

$1 Overall totals differ from the sum of the two corresponding figures
due to rounding.

source: Pcooosed Progrenune  Budgets for the respective biennia.

/ l . .
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39. Ao a result of theaa trends, the rates of growth of extrabudgetary
raaourcea generally exceeded those prov ided  in tens o f amassed
contributiona. T h e  t a b l e  a b o v e  su6gasts  t h a t  1982-1983 w i t n e s s e d  a n
unprecedented rise - SS .4 per cent - of extrabudgetary resources over the
preceding biennium. In 1984.19BS,  the extrabud6etory  funds Pall by 11.9 per
cent, while in 1986-1987  they increased by 20.0 percent, The Regular budget
rasourceu in both biennia increased only moderately (7.8 and 7.4 per cent,
respectively), In 1988-1989, extrabud6etary  resourties  fell again by 9.2 per
cent against 2.6 per cant increaoe  of the regular budget. The estimates for
1990-1991 g/ show that an inoraaae  of almost IS per cent is expected for the
former, while net re8ulor budget would rise by 13 per Cent. The table also
suageate  tha t  in  the  tan  year  per iod  -  f rom the  b ienn ium ,  1980-1981  to
1990-1991 - the extrabudgetary  resources (excluding peacekeeping) would
incraaoe by 86.2 per cent, wharaas the regular budget reeourcea within the
same pe #Lob would increaoa by 48.3 per cent.

UNITBD  NATIONS  PROQRAMMB  BUDGBT,lBB8-1989 UNITED  NATIONS OVBRALL PINANCINO,  1989,

8 700 mllllonr $720 million8

Bxtrrbudgttary  aotlvMa

Graph  1 Qraph 2

40. Despite fluctuations in growth rates of both extrebudgetary and regular
budget resources, the former grew faster, which, over the years, has resulted
in the share of extrabudgetary resources to attain the level of more than S9
per cent of the United Nations overall ffnoncing. If peacekeeping activities
era alao included, it would reduce further the share of the regular budget
resources. Thus, as graph 2 above suggests, in 1989, the United Nations
expenses on peacekeeping activities amounted to SUB 100 million, i.e. were
almost e q u a l  t o  t h e  r e g u l a r  b u d g e t  rasources f o r  t h a t  y e a r  (SUB 7 2 0
mill ion). With $US 1,080 million spent on extrabudgetory activities, this
would imply that the regular budget resources represent only about 28.8 per
cent in the United Uations overall financing, peacekeeping operations about
28.0 per cent, and other extrabudgetary  activities 43.2 per cant.

z/ The grand total, including the net estimate for regular budget is $US
4,179,105,300. The eet imetes e x c l u d e  t h e  c o s t s  o f  o p e r a t i o n s  t h a t  a r e
assessed separately (UNDOF,  UNIFIL, UNIXHOG,  UNAVEH  and UNTAC)  or funded on a
voluntary basis (U#FICYP) ; whether or not such costs arise in 1990-1991 will
depend on decisions to be taken by the Security Council.

/ . . .
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United lotiona  extrabudgetary resources by major catsaory
OUS million)

82-83 84-85 86-87 88-89 90-91

Progratwne  support:
UloIDD
UWEP
UUHCR
Other

,Subotantive activitieo:
UUBP
UUXCR
Other

Sub-total:

Operationa act iv i t ie s :
UURUA
UUIDO
UUEP
UNHCR
Other

Total:

I I .  Weaular Budget: 1215b_/ 1310 1407 1444 163’

26

50
65

22
165
266

461
193

71
629
SO6

1860
2126

23
12
77

g

16

ii
214

540
167

80
699
173

1659

23
10
77

Ai?
m

19

u
40

230

571
176

59
723

1873g/  2249

12
97

g

1
116
as
2u

15

22
74

271

15

ii
308

420 486

59 93
796 996

983 AZ
‘I;58 2275
2029 2533

87 Original budget excludes DTCD.
p/ Includes UUIDO  - $US 84 million.

~OWCQ: Data provided by Accounts Division, OPPBB.

41. The table above shows the breakdown of the United lotions oxtrabudaetary
resources by major category. An the table ougaesto the bulk of oxtrabudaetory
resource@ (about 07 per cent) is spent on werational  activitieq, i,o. those
which  prov ide aosiotence  t o  c o u n t r t e o and  take  the  form of  t echn ica l
co-operation or relief and other humanitarian projecto. atantivm
gctivitiee defined as those which support or supplement approved pro8ranmes  of
the United Wations  financed by the regular  budget,  represent, accrlrdin8  to the
data contained in the United @Jotions  programme  bud8et, 8-9 per cent of the
total extrabudgetary resources. The rest (S-4 per cent) io wed for pro6ramm
-qUmort ac t iv i t ie s .

/ 9..
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D. _Distribution o f  extrabudeetaw  re61ourcea and  t h e i r  impact 011
p r i o r i t i e s

42. In the course of the forty-fourth session of  the General  Assembly a
number of delegations repeated their lOfIg-Standing concern over the difficulty
of reletin the proposed use of extrabudgetary resourcezI w i t h  t h e
implementation of the mandated programme of the Organization. The analysis
auaaested  below ie intended to partL6lI.y overcome this obstacle. It is based
on a synoptic table (see Annex I) ehowina allocations of regular budget and
extrabudgetary resourcea  during the 19800, by section of the pro8ramnte  budBet,
and on graph 3 which presents s imilar data in respect  of  the 1988-1989
budBe  t , Both the table and the graph are revealing to the extent that they
not only identify the relevnni: allocationa amon varioue  parts and sections of
t h e  programe bud&et, but  alrro refLltct t h e  r e l a t i v e  i m p o r t a n c e  of  ac t iv i t ie s
financed f ram extrabudgetary resourcIpc-  VIC-B -via regular bud&et activities and
thus, to a certain degree aniluer  tha question of how extrabudgetary  activities
of feet the p r i o r i t i e s eoCablfshvd  b y the l e g i s l a t i v e  b o d i e s  o f  t h e
Organization. In this connection, i t  w i l l  be  reca l led  that in  the  Uni ted
Uatione Re8ulatLone and Rules Governing Progranune  Planning, the Programme
A s p e c t s  o f  the Budget, the Monitoring of Implementation ant the Methods  of
E v a l u a t i o n  &Q/,  pr ior i ty  i s  defincrd a s  p r e f e r e n t i a l  r a t i n g  for  the  a l loca t ion
of limited resources. Thus activit ies  with  h ighest  priority are those that
would be conducted even i f  total  resources  were s ignif icantly curtai led;
a c t i v i t i e s w i t h  l o w e s t  p r i o r i t y  a r e t h o s e  t h a t  w o u l d  oe c u r t a i l e d  o r
terminated i f  all  anticipated resourcea were  not  available nr i f  activit ies
with h-y had to be comrnencad  or expanded,

UNITED NATIONS Pmgrwnma  Budgal,  1OtlY  1WlO
- - -

udga
Won Mb101  proSrammr

1
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3
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28
29
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/ . . .

lO/ Dot. ST/SCB/PPM Rules/l(1987), p.32.^_
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43. Annex  I  and  graph  3  suggest  tha t  in  Par t I  o f  t h e  Progranune  B u d g e t
“Overall policy-making, direction and coordination” extrabudsetary  resources
represent about 4 per cent (8US  1955.0 thousand in 1988-1989) fif the total
costs I The bulk of thooe resources  is used for services in support of other
United Uations organisations ($US 960.7 thousand 1 and cwtrabudSetary
pr08ranune8, including technical coopebaation  activities ($U8  106 .O thousand),
United Rations Peace-keeping Force in Cyprus ($US 453.4 thousand) and United
Rations Interim Force in Lebanon ($U8 214.9 thousand). The rest comprises the
costa  incurred relative to the activities of the World Food Council Trust Fund.

44. With  respect  to  Sect ion  PA, “Polit ical  and Security Council  Affairs,
peace-keeping activities” (Port  ‘fi o f  the  Progreme Rubget),  in  1988-1989 ,
extrabudgetary funds exceeded by 4.8 times the allocated regular resources.
In the 1990-1991 budget period, the corresponding proportion is expected to
become 5.6 to 1. Rducation, health and rel ief  cervices provided by United
Rations Relief and Works Agency foF Palestine Refugees in the Near Rast
(UNRWA) practically account for the totality of extrabudgetary resources uoed
in thie section ’ of the budget. In connection with Part II of the budget, the
trend of a rapid increase of extrabudgetary resources for disarrmoment  off airs
act iv i t ie s  i s  wor th  not ing . Beginning with the 1984-1985 progranune  budget
(previously no e%trabudgetary funds had been al located for these activit ies)
these resources doubled in each subsequent budget period. In 1985-1989, they
amounted to $US 5.1 million and represented one-third of total approprfatfon.

45. Also significant is the change which, during the 1980s. occurred in the
balance between regular and extrabudgetary resources in favour of the latter
in Part III, “Political Affairs trusteeship and decolonization”  .  I n
1980-1981,  extrabudgetary resources exceeded regular budget funds by $US 3.4
mill ion. In the subsequent biennium, however, the situation was reversed with
regular funds exceeding those from extrabudgetary resources by about $US 2
mill ion. 1984-1985 totally reversed the picture again, with an extrabudgetary
resources  increase  of  3.2  t imes  and  a  s l ight  decrease  in  regu lar  budget
financing. Since then the relation between the two kinds of resources has
rsmained  alxnost  constant. In the last biennium $US 33.4 million was allocated
for part III from assesced contributions, while its extrabudgetary resources
amounted to $US 95.3 million.

46. The extrabudgetary resources  of the Offil?e of the United Uations High
Comnisoioner  for Refugees (more than $US 890 million) constitute about half of
al l  voluntary f u n d s  allotted for economic, social and humanitarian activities
under Part  IV of  the prograsuse  budget (“Economic,  social  and humsnitarian
a c t i v i t i e s ” ) .  T h e i n c r e a s e  i n UmiCR  8 extrabudgetary r e s o u r c e s  i s
attributable to the fact  that  the number of refugees worldwide has almost
d o u b l e d  o v e r  t h e  l a s t  t e n  y e a r s  w h i c h  r e s u l t e d  i n  t h e  e x p a n s i o n  o f  i t s
a c t i v i t i e s . At present, UblMCR*s expenditure financed from voluntary funds
amounts to some 97 per cent and only 3 per cent is funded from the United
Uations regular budget. noreover UUHCB a n d  UNRWA,  i . e .  two o r g a n i s a t i o n s
w h o s e  a c t i v i t i e s  a r e  p r e d o m i n a n t l y  o f  a  humaAtarian  n a t u r e  a b s o r b ,  at
preoent  , about 60 per cent of all United rations extrabudgetary funds. It i s
the Department of Technical  Cooperation for Development (DTCD)  that ranks
second with some $US 248 million, followed by regional economic conuniesione
OUS 9 9 . 9  m i l l i o n ) , URBP ($US 9 8 . 1  m i l l i o n ) , da8 control a c t i v i t i e s
(&IS 94.0 million), H a b i t a t  ($US  4 6 . 6  m i l l i o n ) , United Uations Centre for
Tranenational Corporations ($US  6.7 million) and UNDRO ($US  3.1 million).

/ *..
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Table 3

Regular and extrabudgetary resources
of regional economic commissions

(in $US million)

1980-1981 1982-1983 1984-1985 1986-1987 1988-1989
RB Elm RB EXB RB EXB RB EXB RR RXB

ECE 25.6 3.2 23.7 3.2 22.8 2.8 23.5 1.4 34.6, 4.0
ESCAP g/ 26.1 43.2 30.2 41.0 33.9 39.1 30.8 41.1 33.5 45.0
EGLAC 42.2 20.9 44.9 16.8 43.2 19.7 49.0 17.4 48.1 24.3
EGA 29.7 30.1 37.3 30.0 46.4 19.3 51.8 20.5 51.2 27.9
KSGWA 14.5 7.5 19.5 4.5 27.3 5.3 35.0 6.1 36.8 4.5

a/ Figures for RSCAP were drawn from &/ESCAP/688,  24 February 1989, p.1
(Mobiiixation of Extrabudgetary Resources - Rote by the secretariat), because
of signit'icant discrepancies between these figures and those contained in
programme budget documents.

Source: Proposed Programme Rudgets for the respective biennia.

47. Table 3 above illustrates significant differences in the ratio between
budgetary and extrabudgetary resources of the regional economic commissions.
The table suggests that only in ESCAP extrabudgetary funds exceed regular
budget financing. In RCA and ECLAC they constitute 54.5 and 50.5 per cent,
respectively, of regular budget expenditure. In ESCWA and especially in ECE,
the share of extrabudgetary resources is substantially smaller: 12.2 and 11.6
per cent, in 1988-1989.

4%. Among other recent trends in the United Nations extrabudgetary financing
it is worthwhile to note a rapid increase of resources provided under
Section 23 "Human rights", which at present amount to about half of its
regular frmds and which even in comparison with the 1986-1987 budget period
have increased by almost six times.

49. Extrabudgetary resources provided for legal activities, public
information services, administration and management in relative terms have not
undergone similar changes and represent 7-8 per cent of total financing of
activities in these areas.

50. hs at 31 December 1988, 106 substantive trust Bunds were administered by
the United lations, including 30 funds established by legislative decisions
and 76 established by the Secretary-General mainly in response to r'esolutions
adopted  by the General Assembly, the Security Council and the Economic and
Social Council. However, out of the total, 98 substantive trust Punds are
considered by the Secretary-General as active. Their distribution by areas of

/. . .
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activity and origin is given below.

Active Substantive*TNst  Funds
(as at 31 December 1988)

Number of trust  funds

Established by Established  by
legislative the Secretary-
decision General

Emergency Assistance
Political and Security Council
Affairs

Political Affairs,  Trusteeship,
Decolonization

gconomic and Social Activities
Humanitarian Activities
International Justice and Law
Public Information
Common Support  Services  8 Hisc.

2 8

4

==

7

1
24
6
1
8

16
71
==

Source: Data provided by Accounts Division,  OPPBP.

51. The remaining eight substantive trust funds (three established  by
legislative decision and five established by the Secretary-General)  are being
examined for closure under the applicable financial  rules and regulations.
TZIM. funds are assigned to various departments  and offices  of the
Organisation based upon their respective mandates and competence  and in
accordance with the terms  of reference of the trust  without,  in all cases,
provision for intergovernmenta1 review.

E. SuDDort costs

52. This is a complex subject which certainly deserves  an in-depth
examination far beyond the scope of the study. A number of specific  reports
are currently being considered, including the Report of the Expert  Group  on
the study of successor arrangements for support costs  and related  issues 11/.
However, during  the inspection the problem of support costs often  arose. The
Inspectors  observed  great concern with the future  outcome  of the discussion  in
the UUDP Governing Council,  ECOSOC and the United gations General  Assembly.

53. Income  from support  costs or overheads covers  roughly 5ML of the costs of
the Deparkment of Technical Co-operation for Development (DTCD). One can say,
therefore, that generally half of the Department's staff is at one time or
another financed  from this source  of funds. A decrease in the income  from
overheads  or support  costs would have a definite effect  on the capability of
the Department to carry out its prograsune. This will also, although to a
lesser  extent, affect  the central  services supplied  by the Secretariat,  some
of which are also financed  from the source.

ll/ See DP/1990/9;  UNDP Governing Council  decision  1990/26; and ECOSOC
resolution  IV, E/1990/115.

/ . . .
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54. Income from suppor t  coat8 ie 0100 a  cr i t i ca l  component  for  regional
economic conaieeiono  i n  t h e  m a n a g e m e n t  o f  t h e  r e g i o n s ’  projecte  a n d
programmee, al l  of  which are aimed at developin the capabil i t ies  of  their
respective Hamber  States. The Executive Secretaries of the regional economic
conrmisefone  at their meting held in Baghdad in Hay 1990 expressed concern
over the continuing controversy and uncertainty regarding future orronSments
over support coate. They noted that “though  in term of the eiee of execution
tbe  regional  commiooione  account  for  a  re la t i ve ly  mal l  propor t ion  of  the
o v e r - a l l  reaoufce8 o f  UUDP, theee i n v a r i a b l y  constitute  t h e  oingle l a r g e s t
source of their extrabudSetary  funding for implementation of inter-country and
r436fona1  p r o j e c t s . This  underl ines t h e  eianiffcance  o f t h e  propooed
arrangement for the future of the reSiona1 cormmioeiono  OQ executive al)encieo
and for fulfilling their ‘mandates under voriouo General Aaoembly  reoolutiono,
inc lud ing  321197, 331202 a n d  34/206**. I n  t h e i r  rep&t, t h e  Bxecutive
S e c r e t a r i e s  f u r t h e r  #toted t h a t Whatever decision wao taken would have
profound implfcatfono  on t h e  whole U n i t e d  Uationo ayeteat,  a n d  thet a l l
poooible  optiono ohould therefore be considered with utmort core”. In the
fnepec .ors’ view, the income from support corto io an iaiportant aspect of tha
entire extrabudgetary  feaource  problem which will have to be followed very
carefully as it evolves.
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IV. liMAQEWUT AND itEPOUTIUQ~  SELECTID ISSUES

55. In the preceding chapter the Inopectoro have c-ted on the recent
pOIIitiVe changes  i n  t h e  preoentation  o f  extrabud~etary  POaouroeO  in b u d g e t
docwsnto. The Inspoctoro  believe that with further iqrovemntr to bo made -
includiq  thooe recommended by Wxnber  Stateo, ACABQ,  CPC , end those in the
preoent  report - a ratiofactory level  of tranoparenay  in this  aroa will  be
attained.

56. Subotantial improvement, however, ir required  in the donroin  of
reporting. As JIU hea already obeerved, derpite the progrers  achieved  in
dovelopin6  progrsnare plano a n d  budaetr, t h e  ryotem remainm inoqleto a n d
reriourly  uealcenod  becaure en l rrential l lanant ir mArring; there ir no
proper reportin  mchaniam to amare adequate control  by top mna6eamt  end by
inte~ovorwental  bodier . Thir obrervatim ir particularly relevant am far am
extrabudgetary  ruources  are concerned.

A. policies and nrocedury

57. The Omanitation carries reoponribility for all l xtrabud~etrry  fund mde
available to it l e provided f o r  in (a) t h e  United met@nr  ?s
~esulat~r  and Rules u/ and $-ulati-  l nd Dubs ~~~h~ D

. t h e  Prorrame Asmeets  OK m Budret. t h e  Nonitorinn  o<
JJm K/ i (b) 8ecrotary-Qenoral@  a
rdnbiniotrative  instructions; and (c) a technical co-operation truot fund
r~roomentr  between the United listions  and donor ~overnwnto.

SS. Thuo, the U n i t e d  liationo  F i n a n c i a l  ELe8ulations  a n d  Bules aovem t h e
ertablishment  and msnagrmrsnt  of tcurt fundr (ro6ulationm  7.2 - 7.4 and rules
107.5 - 107.7). For the purpose of this Chapter,  of particular importance ir
Regulation 7.3, which provides that *we accevtod for mumoaoo  mecified &g
$e d 0gon
yemlationr 6.6 @nd 6.7 w
reserve and epecial accoutk

These, i n  turn, rtipulrte  that &uat fundr,
, . . shall be roportod to the Advirory  Cmmitteo”

(ite6ulation  6 .6)  and tha t  “the purpose  and l imi t s  of  each trurt  fund ruervo
a n d  rpecial  account ehall be clearly defined by appropriate  authority**
(Ro8ulation  6.7).

59. The l strblirhmnt and manr8smrnt  of trurt fundr elro require oburvence
of policier  and procedureo  promulgated  by the Secrrtary-Qeneral. The policies
for l rtablirhin8 and mana6i~ tN#t fund@ were mot out by the
Socretary~orrl  i n  hir bull&in  (ST/SGB/lSS o f  1  Uarch 1982) which,  &)&c
m, pinpointed the asoi~nnmt  of rorponribility,  and provided for dologetion
o f  a u t h o r i t y  a n d  func:tional  reoponaibilitier  w i t h i n  t h e  Socntarirt.  tin6
t h e  l a t t e r  t h e r e  are t h o s e  auandatiry  reportr **tv b e  mde b y  irnplamentin6
officee, au required, in the intorest of effective uwrgemmt,  evaluation and
control”.

60. The Socretrry-&moral  in his  Muinirtrolivo  Instructiona on general trust
f u n d r  (ST/A1/284), t e c h n i c a l  co-operation  tcuet f u n d r  (ST/A1/285),  a n d
proSrem  wpport accounts  (ST/A1/286), set procedures for ouch reporto,
including  reports to legislative bodieo,  tcwt fund donoro  and offices at

111 Sota  f o o t n o t e  3, p-4.
131 See footnote 10,  p.14.

/ . . .
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Headquarters, t o g e t h e r  w i t h  o v e r a l l  policy, financial and adminiotratfve
responctbilftfeo. A d m i n i s t r a t i v e ,  i n o t r u c t i o n e  provide  for fwo tcye e o f
~~RQsW (a) f i n a n c i a l  a n d  (b) aubotantive.  T h u o ,  ae f a r  a8 ~entwaletrwt
fundo  are concerned, financial reporting coneiota of:

(i) allotment reporte to be prepared and iesued monthly by the Accounts
Divioion in the Barn0 manner a9 the regular budget  allotment reporte;

(ii) monthly unadjuoted financial otatemente for trust fundo accounted
for at Headquarters, prepared  by the Accounts Division and transmitted to the
Rudget Division;

(iii) f i n a n c i a l  etatemento f o r  g e n e r a l  truot fundo ahOWing i n c o m e ,
expenditure, aaoeto and liabilitiee to be prepared by the Accounto Divieion on
a  oemi-annual  a n d  b i e n n i a l  lraaie,
Divioion,

w h i c h  a r e  diotributed t o  t h e  Bud@
the Treasury, the i m p l e m e n t i n g  o f f i c e o ,  ACABQ, t h e  Board o f

Auditora, the donoro and other intereotod  parth fc- review rind  action, as
required,

61. Regarding subotantive reporting, Admfniatrative  Instruction provideo that
annually, or more frequently aa requested, subotantive progreoe report@ on
implementation be prepared by the impLementin  office for each Reneral  truut
fund. These  report@  a re  t ransmi t ted  to  the  Dudaet Divfoion. Copies  of the
report8 for general truot funds in the economic and oocial  oactoro ore aloo
oent to the Office of the Director-Qoneral for Developmnt  and International
konomic  Co-operation,

62. Within the framework of financial reporting on technical co-operation
truot funds:

(i) Offices away from Heodquatters  report technical co-operation
trust fund accounts to Headquertert, oemf  annually, in the form of a
financial statement ohowing income, expenditure, ooaets  and
l i a b i l i t i e s . In addition, a ochedule  containing allotments and
expenditures by project is prepared and forwarded to the Rudget
Division during the firet quarter of each year.

(ii) The Accounts  Divieion includes in fte semi-annual end biennial
financial statemento the technical co-operation truet fund accounte
of each office at Headquarters and away  from Headquarters.

(iii) An annual atotement of acCOUnt# for each trJPt fund is mede
available to the donors by the Account8 Division for implemnting
off ices at Headquarters or by the f inence  rrnfCs  of implementing
offices away from Headquarters.

63. Substantive reporting procedures in relation to these funds pruvide that:

(i) if required Fn the trust fund eDreement,  eubstantive  progreee
reports are prepared by the implementing office. Copies of those
reports are transmitted to the Budget Division;

(ii> an annual overall wbetentive review of the implementation of
technical co-operation trust fund projects is prepared by the
implementing office and is transmitted to the Office of tha
Director-General for Development and International Economic
Co-operation, with a copy to the Budget Divieion.

/ . . .
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64. The above cited Secretary-General’s adminiotrative  inotructiono provide
that all general and technical co-operation truot fundo, aa well aa proBra-
oupport accounts, are subject to audit by the Internal audit Division of the
United  Batlono  and the Board of External Auditora. No other additional or
opecial  audit arrangements are allowed by the Secretary-General.

65. The importance of extrabudgetary related provioions of &bsuAotiono an4
pU140  Qoverninn Pronranune Plannina,me Aooects of the hIdROt. thq
monitorina  o f  Imnlementation a n d  M e t h o d s  o f  EvaLuatioa  c a n n o t  be
over-eat imated. These  in  par t i cu lar  prov ide  tha t  ‘* .  .  .  the  p lann ing ,
programing, monitoring and evaluation of all activities undertaken by the
United Uatione,  irrespective of their sources  of financing” J&/ (Reaulotion  1)
and “activit ies  undertaken by the United Yationo  ehall be oubmitted to en
intOgrated management proceco r e f l e c t e d  i n  t h e  f o l l o w i n g  inotruments  (a)
Medium-term plane; (b) Progranune  budget&I  ; (cl Report0 on programme
performance; (d) Evaluation reports. Each of these inotruments  corresponds
to one phase  in a progranune  planning cycle, and, conoequently,  shall eerve as
a framework for the subsequent phaoes. (Regulation 2.1).

B. Beporting to Member  States

66. The Inspectors share the opinion of the Advisory Conunittee to the effect
that adequate control of extrabudgetary reeourceB  should not only involve the
Secretary-General but alar0 directly involve the intergovernmental bodies as
pointed out in pare. 56 above.

67. It is the view of the Inopectore  that the reportin mechanism chould
provide a brief overview of extrabudgetary activitieo in the United Uationo,
covering programme, financial and personnel aopects. The information ohould
b e  preoented clearly uaring  tables, graphics, charto ae necessary. The
information should also serve as a management tool to help identify weakneocec
in inputs and outputs, and the attainment of objectives.

68. The Secretary-General in hie report to ACABQ  admito  that in all caoeo a
proceos does  not e x i s t f o r  formel o r  r e g u l a r  r e v i e w  o f  o p e r a t i o n  o f
substantive trust funds  by an intergovernmental body. Beoponoibility  for
eubotantive truet funds is assigned to various departmanta and officeo of the
Or6anioation  based upon their respective mandates and competence, and in
accordance with the temna of reference of ttwt funds without, in all caaee,
provioion for intergovernmental review. By comparison, technical co-operation
truot fundo lend themselves to a greater measure  of intergovernmental ocrutiny
w h e r e  t h e y  a r e  programed  a s a n  i n t e g r a l  p a r t  o f  t h e  o v e r a l l  budget
preparation for the organioational  unite concerned. I n  theoe cases,  t h e
intergovernmental body reoponoible  for reviewin the work pro~rtmne  of euch
orBanioationa1  u n i t s  ie i n  a  pooition t o  conoider  t h e  w o r k  prouranvne  as a
whole without dfotfnction  between reoourcea derived from the regular  budget
and thooe obtained from extrabud&etary resources.

69. T h e  S e c r e t a r y - G e n e r a l  conoidero t h a t  regular  review b y  approprlato
intergovernmental bodieo coverins  substantive aopecto of activitieo, financed
with aooeeoed  and voluntary contributione,  are required. Those bodier could
provide the General Aootambiy  or Bconomic and Social Council with their views,
91 appropriate, takinu into account the cofllmento  of the Advioory Cdttor  for
Adminiotrstive a n d  BudBetory  Queotiono  a n d  t h e  Conrpittee f o r  Programas  a n d
Co-ordinot ion.

u/ See document ST/SCB/PPBNB  (1961).  Rule 1, p.7. / . . .



- 22 -

70. The Secretary-General suggests  the level of biennial expenditure as one
possible criterion for determining which trust  fund should  be examined by
ACABQ  . This implies  that if a minimum of $100,000 is set, about 52 out of the
106 substantive trust funds would fall into the category to be reviewed by the
Advisory Committee.

C. ReportinR tasks  in the field and at Headquarters

71. Having analyzed the reasons for inadequate reporting to Hember States  on
extrabudgetary  resources and activities financed  therefrom, the Inspectors
came to the conclusion that this, to a certain extent, is a result of poor
reporting to Headquarters. The Inspectors believe that decentralization and
delegating more authority away from Headquarters,  necessary in order to
increase the flexibility and efficiency of the system, unfortunately entailed
in some cases,  disregard for reporting responsibilities.

72. The Central Administration itself  has no complete picture of the volume
of extrabudgetary resources actually made available to the Organization.  In
fact, some voluntary funds received away from New York, contrary to the
Financial Regulations and Rules, are not reported to the Controller. Uor is
the Central Administration  aware  of the total number of people working in the
Organization.

73. The Inspectors observed that comparison between official  data on
extrabudgetary staff  provided by regional economic commissions and that
contained in the roster (Roster  of Staff, Division of Administration,
Personnel section)  reveals significant discrepancy. Thus, if the first source
indicates  that, in 1988-1989,  for example, there were 50 professional and 177
LL (GS) posts in ESCAP, the roster shows, accordingly,  90 and 239 posts.
Similar differences may also be observed  in other regional  economic
commissions.

The Inspectors feel that all data on extrabudgetary funds should be
communicated regularly as required by reporting guidelines  and Administrative
Instructions. Complete information should  also be provided  on extrabudgetary
posts which would indicate separately operational posts and p,sts for
programme support  and substantive activities. The Inspectors  suRftest that all
posts financed  from any extrabudgetary sources  should  be reflected  in budget
submissions (Form 3) of the United Nations  departments and offices  and that
&&ructions for the preparation of submissions  for the Secretary-General's
biennial programme budget should  be changed  accordingly.

74. Moreover, the exact number of non-reimbursable experts  is not known.
Considered, in principle,  as a "free  good" and being on donor-governments'
payroll, they however occupy office space, require  secretariat  support  etc. In
short, the Organization bears a certain amount  of expenditure. There is no
systematic  reporting on what non-reimbursable experts are doing, nor on how
what they are doing is related to the United  Nations  and recipient  cauntries
priorities. Another problem which arises in this respect  is that of dual
responsibility of non-reimbursable experts  (towards  particular Member States
and the Organization) and the proper balance between these two types of
responsibilities. In the Inspectors' view the Secretariat should develop  a
methodology of reporting on non-reimbursable experts.

75. Because of the considerable importance attached to the subject  of
extrabudgetary activities and the need to ensure  compliance  with existing
regulations, rules and instructions, it is essential  that the United  Nations
Headquarters should  devote  much more attention  to extrabudgetary resources.
Up to now activities financed  from extrabudgetary resources  continue  to be

/ . . .
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operated in a casual, haphvsard manner. In the field off icee the inspectors
wet-o made aware tha t  Headquar tero io oometimeo olow to reply to &heir
requeet8, and decisiona are delayed. Par this reason, they prefer to  avoid
oending  all of their repot-to to Headquartero.

16. The fnopectoro believe that management, overview and reporting fur
extrabudBotery activitiee ohould  become a  w e l l - d e f i n e d  a n d  high p r i o r i t y
reoponoibility  of the otaff in the Office of Programme Planning, BudBot  and
Finance within the Department of Adminiotration and Banagemunt,  and should
become a much more important element of the Internal Audit Division (890
parae. 1 l-85 below). The Inopectoro were informed that the Controller we8
going  t o  eotablioh a  c e n t r a l focal point within his office where all
extrabudBotary activit ieo, inter-alia, the acceptance of voluntary
contributiona, t h e  a p p r o v a l  o f expenditure plane, c r e a t i o n  o f postu,
determinat ion  of  g r a d e  levela, clearin6  o f  documents  to  intorgovurnmentul
bodies , r e p o r t i n g  t o  ACABQ,  b’ifth Conrmittee, WC and the Cuneral  Assembly
would be perfotmed. The lnopectoro believe that theoe tasks could be shared
with the Divioion of Finance, AccountinB  Divioion and other uniter  concernud
with extrabud6etary activitieo.

D. uternal and external audit

17. The review of proBranunuo  end activitieo financed from extrabudget or-y as
well ae regular budget reeourcas to compare implementation of output with the
covanitmento  oet o u t  i n  t h e  progranuae  n a r r a t i v e 8 in the approved proBromme
budget io entrusted to the Internal Audit Division under rule lLO.41 of the
pinancial ReBulationo and Rules of the United lotions and rule 106 .l of the
ReBulatione  and Rules  Governing Progranune  Planning, the Progranae Aspects of
the Budget, the Monitoring  of Implementation and the Hethode of Evaluation.
Aa mandated under that financial r11’ ., the review constitutes one of the
elemento  o f  t h e  Divioion’e  audits whi I, are to be conducted indeoendent  1~ and
in conformity with the other aenerally  accepted conunon  auditinn standards.
&non6  other things, the Divioion shall review, evaluate and report on the
ooundnese, adequacy and applicat ion of oystema, procedures and related
internal controlo.

18. The Internal Audit Divirfon  has a computerixed system of recording and
following up audit reconmendatione. It plane to expand this system to cover
external  audit reconunendatione  a8 well. The detailed follow-up procedures are
oet out fn the Division’s menual. They are deoigned to ensure that all audit
reconunendationo  are thoroughly coneidered by management and that a record of
their implementation and eventual diapooal ia maintained in the Division’s
databaoe. Provision is aloo made in the databaee f o r  a system of recall to
eneure that in ouboequent audite not only ie an adequate review made of the
effect6 of the prior recomendationo, hut aloo that prior recormnendations,  not
satiofactorily  implemented, are investigated and followed up.

79. Uoreover, in accordance with a request of the General Assembly in ite
resolution 44/183, para. 19, the Internal Audit Divieion has included in its
annual audit pro6ranune, follow-up audit work to asseas  the corrective action
taken by the administration in response to the main reconunendations  of the
Board of Auditors.

-

80. During the fnepec t ion, the Znopectoro  oboerved that the attention paid by
internal audit to extrabuduetary resources is not c-nsurate  with the volume
and importance thereof. They also noted that in some instances insufficient
a t t e n t i o n  i s be in6 paid by the departments c o n c e r n e d  to audi t
reconunendationa. I n  o t h e r  inetanceo, thoee depr\rtmento h a v e  n o t  a l w a y s
implemented promised actions in reoponoe  to audit  reco,mndations.

/ . . .
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81 Xnaoectore  believe that there ie a need for one com~rehelrsive  rooort
t h e  s t a t u s  o f  a u d i t  reconrmeldatione, This  would be helpful  to

organisational uni ts respons ib le  f or  t h e  m a n a g e m e n t  of ~Xtl~abUdge~~l*y
resources. The Division of Internal Audit and the Board of External Auditors
could prepare th i s report and it could be incorporated into the
Secretary-Qeneral’e  report in connection with the Financial Report and Audited
Financial Statements,

82. In view of  new policy problema and msnagemont  weaknesses  ex is t ing  a t
present in the administration of extrabudgetary activities, the Inspectors
b e l i e v e  t h a t  t h e  a u d i t  f u n c t i o n  should b e  g i v e n  m o r e  i m p o r t a n c e  a n d
independence. The necessity of giving more emphasis to the audit function has
been a long-standing concern of both the internal and external auditors of the
United Rat ions but extensive audit coverage has been hampered by rescurce
constraints. Action hoe, however, been taken in recent yeare to expand  audit
coverage of  progranrme  expenditures at  both Headquarters  end in the f ield
off ices. Regarding the independence of the audit function, tho lnepectora
recall that the Group of High-level InterEovernmental  Experts (“Croup of 18”)
i n  i t s  r e p o r t  reconunended  “ t h a t  t h e  i n t e r n a l audit function ahould be
separated administratively and be independent f ram the func t ion  o f
implemsnt.ation  a n d  dlsburstunent o f  f u n d s , To this end, the Lnternei  Audit
Division, which is  now B part  of  the Department of  Administration and
Ranagement should become an independent unit .” 151 (Rocotrunendation  39).

83. The Secretary-General in his final report on implementation of resolution
411213  atated, however, his belief that the existing organizational  etatus  of
Internal Audit Division waa eufficient to maintain its independence and to
assure (1 broad range uf audi t  coverage and effective fol low-up on audit
findings and reconunendationa u/. Therefore, no change was made.

84. Xn the Inspectors ’  opin ion, these arrangements hamper the ability of the
internal Audit Diviaon to ensure effective and independent audit, particularly
in respect of the Department of Administration and Ranagement,

85. The Znapectors believe that recommendation 39 of the “Croup of 18” is
s t i l l  v a l i d . Therefore, they augBeat  separating the Internal Audit Division
from the Department of Administration and Management and making the Division
directly responsible to the Secretary-General.

9. Reportina on Performance

86. On several occasion@ and moat recently in its study “Reporting on the
perforn\once  a n d  r e s u l t s  o f the United Rations programmes: monitoring,
evaluation and management review components” (JIU/REP/88/11,  t h o  J o i n t
Inspection Unit observed that reporting on performonce  is undoubtedly the
weakest  point  in the United Yations entire reporting exercise. I n  t h i s
connection the report says “There is no regular systematic reporting on
programme performance and results to top management and intergovet7unental
bodies. ” Th i s  i s  par t i cu lar ly true  a8 far  a s  ac t i v i t i e s  f inanced  f rom
extrabudgetary resources are concerned.

w Official  Records of  the General  Assembly,  Forty-firat Stmeiorr,
8u~plement Uo.49 (A/41/49),  p.21.

,Ip,/ Review of  t h e  Eff ic iency  of  the  Admini s t ra t i ve  and F inanc ia l
Punctioning  of the United Uatione. Final report of the Secretary-General on
the implementation of reaolution 411213  (A/44/222, 26 April 1989, p. 35).
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87. In fact, within the f r a m e w o r k  o f  reporting on performmace,  Member States
a r e  p r o v i d e d  w i t h  progranrme  pudeet  merfowce  md mrotmumne rmrfomance
mE!um* The inadequacy of both reports ie evident. In fact, two budget
perfonnonce reports are prepared in each biennium. One io prepared after a
period of oix months of a biennium and the other after completion of 18
months. The f irct performance report dealc mainly with financial aspects and
prov ides  the  delegatee on ly  w i th  revioed  eetimated  expendi tures  f rom the
regular budset broken down between different programmes  along budget line0
(oalariee  a n d  conuaon s t a f f  c o t a t r ; travel ; printing; other contractual
services ; general operating expenoee; aupplieo, materials, furniture and
equipment; other; total). It  contains no information on extrabud6etary
reeourcee  , while  t h e  e a c o n d  performance r e p o r t  providoo o n l y  a  f a e c i c l e
containing global revioed eotimateo for each budget oection and a limited
account on pcogranuning  aepecto, T h e  Inflpectore  b e l i e v e  that thio k i n d  o f
information io hardly of use for delegateo, the more eo becauee the progrannne
budget performonce  report ie isoued at  the vary end of  the General Aeeembly
oeooion in Decamber (the programme budget perfocxnance  report of the United
Wationo for the biennium 1988-1989 wao issued on 12 Dacember  1989) i .e. when
delebateo  are  not  in  a  pooition  to  make  the ir  comment0  thereon. Lack of
useful information and awkward timing are major deficiencieo of the document
which otherwise could have been nuth more useful.

88. The deficiencivo of the “Programe performance report” are of the eeme
type. Ao has  a l ready  been observed  by JIU they “provide only a very
mechanistic tabulation of the thoueando of programme  ‘outputs’  produced, which
tells intergovernmental bodieo almoot nothing about actual progrennae  results,
efficiency and effectiveness r e l a t i v e  t o  t h e  objective9 which w a r e  net.
Hember Stateo do not presently have the information on progrenme  performence
and reculto  that  they need to help them ctotrrmine  future programs and
achieve operational improvemento.” u/

89. In the course of CPC’o twenty-eighth oeooion, o number of delegationa
expressed  oerious reoervationo about  the  u t i l i ty  o f  e pure ly  quant i ta t ive
approach to output meaourement (oee Report of the Couanittee  for Programe end
Co-ordination on the work of ito twenty-eighth oeseion, document A/43/16,
para. 2 6 ) . The incorrect timing of presentation of prosramwe performance
reports may be illuotroted  by that of the 1986-1987  biennium. In fact, the
firot draft of this report (A/43/326) comprising of (f) introduction; (ii)
general observations; (iii) methodology; ( i v )  outmary  diocuesiono  a n d
overview; (v) recofflmendatione, wao issued on 28 April 1988, i.e. three days
before CPC’e  twenty-eighth oesoion (2 Hay - 3 June 1988) etarted ito work.
The major part  of the report  (A/43/326/Add.l)  containing detai led data on
programme performonce b y  b u d g e t  s e c t i o n ,  was iesued o n l y  o n  2 6  J u l y .
Furthermore, corr igendum (A/43/326/Corr.l)  wh ich  chonSed oignificontly  the
comporioon  figures of progranune  outputs for the biennium 1986-1989 with the
biennium 1984-1985  as well an ounuuary analysis by oection of actual progranute
performance at the output level in 1986-1987,  was dated 19 September, i .e.
when the resumed twenty-eighth  eeooion  (6-19 September) woe already over. In
ito report (A/43/16, para. 26) the C P C  oboerved that i t  wao not  able to take
i n t o  a c c o u n t  i n  its conclueiono a n d  recosmnendotions  t h e  a b o v e  a d d e n d u m
(A/43/326/Add.l)  because of ito late ioeuance.

90. Substantive, comprehensive performance reports, requee ted s i n c e  t h e
1950s) would finally integrate monitoring und evaluation as normal working
tools for prograrmno  decision-making by top marrogoment  and intergovenunentol

I7/ JfU/REP/88/1,  para. 3 . / .-
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bodies, so already called for (but not yet achieved) by the programme planning
regulations w h i c h  t h e  Qeneral Ammnbly  a p p r o v e d  i n  1 9 8 2 . They would
strengthen programme formlotion a n d  implextentotion  b y  p r o v i d i n g  timely
proareas and results information. They would provide clearer accountability
and programs transparency. Finally, they would provide more systematic
inforraotion on progress, problems and effectiveness to allow United Nations
decision-mskers to adapt programmes much more rapidly and creatively to the
inevitable chanlgeo  and challenges which the 1990s would bring.

91. The Inspectors confirm the JIU’s earlier view (JIU/R6P/86/1) that this
aim may bo achieved by restructuring the programme perfmnanco  report in such
a way ao to analyse progress made and results achieved against the established
o b j e c t i v e s  f o r  e a c h  U n i t e d  Wations sub-programe. This report should be
submitted concurrently with the bfemial proposed programw  budgets, in order
to f inal ly  join **resulto**  information with **intentions*@ information ss
inter6ovemnental bodies have long sought.

92. The Inspectors believe that the format of the budset  performonce  report
should be Chon$Cd  so as to make it more transparent as far as utilisation of
l xtrabud$etsry resourcee  is concerned.

93. In the Inspectors* view, an ideal document on programe  performance
should include a budget perfotmsncta  report, so that 011 expenaes incurred be
shown sgainst  actual outputs obtained, within the framework of activities
f i n a n c e d  b o t h  f r o m  aseeooed  c o n t r i b u t i o n s  a n d  extrabudgetary  resources.
Inter-relationship between regular budget and extrsbudgotary  activities would,
on the programme by pro6ranmr  basis, be then evident to Member States.

94. In thir connection, the Inspectors  would l ike to recall  that  General
Asmnbly  resolution 441194  on Programme Planning, inter oliq requested the
Secretary-General “to continue to improve the methodology fo; monitoring and
reporting on progrsme  performance in order to enhance the meaningful
dotermination  of implementation rates and comparison between actual delivery
of  f ina l  output  and conmitments  se t  out  in  the  progrsmm nar ra t ives  of  the
approved programbe  budgets”. It requested further the Secretary-General “to
deve lop  a  msthodolo$y  for  the  harmonieation  of  programe per formance  and
budget perfomance  reporting.”

vs. Prom their conversations with United Uations officials the Inspectors
have bemns were of difficulties and factors which hinder the application of
t h e  Pinancial  itegulotions and Rular and the relevant Secretary-General’s
administrative instructions governing the management and reporting on
axtrabud6etary  resources.

96. The Inspectors wsro  concerned to note that a numbsr  of United U&ions
officisls d e a l i n g  w i t h  extrabudgetary  r e s o u r c e s d id  not  have  suf f ic ient
knowledge of both the existence and content of these importont~documents. The
Secretary-General in him report to the Advisory Comnittee on Administrative
end Budgetary Questions (ACARQ)  acknowledged thst ” . . . the major problems
that need to be addressed include the lack of awarenose  of the existing rules
on the  part  o f  a l l  concerned , and regulations and internal procedures
governing the acceptance and utilfrcatfon of eXtrsbud$etsry  funds” ,Z&/. The
absence of this kind of infotmstion  hsa led to: (a) conoiderable  uncertaintieo

u/ See W44/7/Md.2, 8 Dtmmber  1989, para.  2. / .9*
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as to the financial  regulations and rules which govern the management of
extrabudgetary resources, serious confusion about the appropriate procedures
to be followed and, (c) resulted in vagueness in reporting on the use and
management of extrabudgetary resources.

97. On the other hand, the Inspectors were favourably impressed to see that
officials in some off ices - BSCAP  for example - were more than familiar with
the relevant rules and procedures. To a large extent thio is attributable to
each official concerned having in his posseooion  a copy of **jr8 ProAe t Manu L. II
(containing necessary documento  on ales, policies,  procedures,  a: well’as
PormiVpatterno  r e l a t e d  t o  m a n a g e m e n t  o f  a n d  reportim o n  Wkrabudgetary
reoources) prepared and circulated by BSCAP  Technical Co-operation Department.

96. There are also certain factors hindering the correct  management  and
reporting which are immanent to the Financial Regulations and Rules and
Administrative Instmctions. Por example, among many  operational units of the
U n i t e d  l o t i o n s  i t  i s  f e l t  t h a t  c e r t a i n  p r o v i s i o n s  o f  the  U n i t e d  Nations
Pinancial Regulations and Rules in force today are no longer relevant to the
par t i cu lar  concerns  of  t echn ica l  co-opera t ion ,  i . e .  the ir  main  ophere of
activity. It is argued that these regulations and rules were drafted to suit
the needs of the United Nations at a time when the range of activities was far
more circumscribed. Noreover  , the rapid pace of technical co-operation and
the need to respond in a timely manner to urgent needs of developing countries
make demands on the units concerned which they cannot meek  without the
adequate delegation of authority. For example, reoponsibility  for arranging
the travel of consultants is divided between DTCD, 008 and OPPBF. In other
wordo, the oeparation  of functions and responsibilities hampers the ability of
the operational units to reflect in their response the urgent nature of many
of the requests of deVf3lOpin$ countries.

99. Others consider the application of rules, regulations and instructions
sometimes difficult because of ambiguity of claosification  of individual trust
funds which affects proper reporting. Indeed, as already mentioned in pare.
17 above, the United Uationo Pinancial  Regulations and Rules clasoify  truot
funds into two major categories: (a) general trust funds, and (b) technical
co-operation trust fundo. T h e y  p r o v i d e  t h a t  benera  t r u s t  funds  a r e
established to support any activities except thooe which are exclusively of a
technical co-operation nature and may be used, for example, to enhance or
expand the work programe o f  o n e  o r  m o r e  organitational u n i t s  o f  t h e
secretariat, or  for  humani tar ian  or  re l ie f  purposes  to  prov ide  d i rec t
assistance in respect of emergency situations. SOaiOth@S general  tNSt funds
are  re ferred  to  a s  subs tant i ve  t rus t  funds . Technical  co-overation  trust
funds are defined as those which provide economic and social development
ossiotance t0 deVelOpin&  COUntriSE, aa normal ly  rendered  in  the   of
experts and associate experts, the financing individual or 6roup 

100. Similarly, more clarity is needed as far as the definitions of
operational and substantive act iv i t ie s (see paragraph are
concerned. The United lotions budget documentation sug&ests that over the
1988-1989 budget period there wss significant redistribution, compared to the
previous biennium, of BSCAP extrabudgetary resources in favour of the ktter.
Accordingly, ESCAP  extrabud6etary  posts y8re redistributed which implied that
some of these posts earlier used for field projects could be assigned to ESCAP
headquarters. In the Inspectors’ view, this may be attributed to the
ambiguity of the above definitions and, as a result, their somewhat arbitrary

/ . . .
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interpretation. The Secretary-General in his report to ACABQ  u/ acknowledges
that the distinctions between the two categories is not clear in all. cases and
that this mstter requires further sctutiny.

101. According to ACABQ*s  latest report (A/44/7/Add.7),  the Secretary-Cenerol
intend@ to take meaaurss  to ensure that each person involved in the acceptance
and uti.lieotion of extrabudgetary  resources fs fully informed on all aspects
of the issue and is  aware of  the dutieo, authority and responsibLlitie8 in
t h i s  re$Srd. In this connection, the Inspectors believe that the course of
action intended to be followed by the Secretary-General is, in general, a
laudable one. However, the fnspectors  also believa that the Secretary-General
should, in addition, review the existing United Uatfons Financiel  RegUhtiOlW
and Rules, together with t h e  r e l a t e d administrative instructions and
$uidelines, to eee to what extent they tally with: (a) the particuler  needs
and time frame of United Nations technical co-operation activities; (b) the
rapidly changing environment surrounding both the fund in6 and the
implementation of  technical  co-operation;  and (c) the concerns of Member
Sta tes  a s  re f lec ted  in  leg i s la t i ve  text s . On the basis of his review, the
Secretary-General should then propose ChSn$80,  if he deems it necessary. The
Inspectors further believe that the earliest possible issue and dissemination
o f  a l l  re6ulatfon0, ruleo and procedures  - revised or not - is a prerequfsfte
for the attainment of the full and strict implementation of the principles and
guidelines on the acceptance and utilization of United Nations  extrabudgetary
resources eotablished  by the General Assembly.

102.  The Inspectors believe that a manual  s imilar to that  mentioned in
paragraph 97 above should be ioeued and circulated among all the departments
a n d  office8 of t h e  Organization. The application of this manual should be
eneured,  e.g. within the frazcmwor~ of subsequent intens and external audits
(follow-up on audit recomnendations  see para. 110 below).

w* 3ee A/CR.l/R.lllA, pera.2, dated 23 October 1989.

/ . . .
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V. CONCLUSIOWS ABID  RECOIQIEUDATIONS

1 0 3 .  I n  t h e  c o u r s e  o f  t h e i r  s t u d y  o n  t h e  U n i t e d  l o t i o n s  dxtrabud@ory
resources the Inspectors oboerved that among major problema  to be reoolved  in
this area  are  those  of (a) t ransparency  of  preoenta t ion  of  extrabudaotary
reoources  in budgetary and f inancial  documento  and above all  in the proposed
programe budget; (b) compliance w i t h  t h e  r e l e v a n t  exiotina Rules a n d
Beaulot ions, and (c) reporting on the use of extrabudgetary resourcea and
activit ies  f inanced therefrom. As a l ready  ind ica ted  in  poraaraph 9  of  the
Introduction to the preoent report, the  Inopectore  believe that an  improved
tranoparency in the preoentation of infomation  on extrobudaetory  reaourcea
w o u l d  t e n d  t o  inopire c o n f i d e n c e  a b o u t  t h e  Oraanieation@s  managmumt o f
extrabudgetary  resources and encourage donors to increaoe  their contributions
t o  the Wnited  Motiono extrabudgetary  activitieo.  Thio conclueion io c o n f i r m e d
by recent reviewa by the United Uationo  Board Qf Auditora.

1 0 4 .  I n  C h a p t e r  I I I  o f  this repor t  t h e  Inapectoro h a v e  i d e n t i f i e d  major
deficiencies in presentation of extrabudaetary  reeourcea  in budaet documents.
Several approacheo  to improve the tranoparency of the proaranme  budget were
discuooed.  I n  fact, t h e  o n l y  i d e a  w h i c h  appeared  t o  the Inspectorr  IO
unacceptab le  wao tha t  o f  a  “split budget”. This approach preferred by l me
i@, i n  the Lnopectoro’ v i e w , neither appropriate nor cost-effective. If
adopted i t  would f inal ly  deotroy the hard-earned progress to establirh a
coherent  progranum  budget and proaranunina  exercioe  ae embodied in Beaulotions
a n d  Ruleo Govetnin~  Proaramne  Plannine, the Prograame  Aepecto of the Eudbet,
t h e  Ilonitorina o f  ImPlementatfon  and Method0 o f  E v a l u a t i o n . Secondly, the
preparation of two separate budget docummto  would undoubtedly be cumbermme,
e n t a i l  rianificant expenditureo, and resu l t  in  loco of  time by  the  aovernina
bodies.

105.  Therefore, the Inopectoro believe that the exiotin6 document should be
improved rather than establish a new document  and procedures,  tiich would,
amona o t h e r  thinas, require a reversal  of the General  Aeoembly  decirion.  In
this connection, the Inopectoro took note of the Secretary-General’o  proposal
to complemnt  tho type of data contained in Annex VIII of the overview tables
to the pro@wme budl)et with relevant narrative  In his view, the
introduction to the biennial pro~ranm budBet could be expanded to inelube  a
specif ic chapter on extrabudgetary resources that  would eunmarire  certain
proaraamntic aopecto o f  t h e s e  activitieo, their resource levelo and the number
of porto to be financed from variouo oourceo.

106. The fnopectoro consider that from the point of view of prerentation  of
l xtrabudaetery reaourcea  the propooed  proaranme  budBet should be a handy and
coherent document. Apart f rom presenta t ion  o f comparisons a t the
8ub-programe l e v e l  w i t h  t h e  previouo  b i e n n i u m ,  r e f e r e n c e s  t o  p r e v i o u s l y
idonbified and continuing extrabudgetary outputo ohould be made throughout  the
report.

107. The specific chagter  SUgfpSted by the Secretory-General should aim to
present a ouccinct analysis of major trmds in:

(a) utilization  of extrabudgetary reeourceo by programme;

/ . . .
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(b) provision of extrabudgetary resources  by major donors (Hember  States,
intefnatioaal organizations,  bilateral sources,  others);  and distribution of
resources by major entities;

(c) actual  availability of resources  against forecasts.

In addition, this chapter should  contain an analysis  of whether  the suggested
extrabudgetary activities  are relevant to the mandate of the Organization,  and
support or distort  programme priorities. The analysis  should  be underpinned by
comparative tables and graphs. The number of posts  financed from
extrabudgetary resources should be broken down in accordance with the
activities carried out (a) substantive activities; (b) programme support;
(c) operational activities.

REcoHHEuoATIou 1: Ihe Secretary-General should  present the proposed
programme budget in respect of extrabudgetary activities  along  the lines
suggested above.

Management and reporting issues

(a) Policies and procedures

108. As mentioned in paragraph 96 above, the Inspectors were concerned  to note
that a number of United Nations officials, dealing with extrabudgetary
resources, did not have sufficient knowledge of the United Nations Financial
Regulations and Rules concerning administration and reporting on
extrabudgetary  resources. The Secretary-General himself  in his report  to the
Advisory Committee on Administrative and Budgetary Questions (ACABQ)
acknowledged that ’ . . . the major problems that need to be addressed include
the lack of awareness of the existing rules on the part of all concerned, and
regulations and internal  procedures governing the acceptance  and utilixation
of extrabudgetary funds'. Insufficient knowledge of this kind of information
has led to deficiencies in reporting on the use and management of United
Nations extrabudgetary resources.

RECOnHENDATI0~ 2: In order to assist United Uations  staff involved  in
the acceptance and utilization of extrabudgetary resources  and to provide
authoritative guidance on all aspects  of the process,  the Secretary-General
should prepare and circulate among the officials  concerned  an "Extrabudgetary
Resources and Activities Manual" containing relevant  regulations  and rules,
administrative instructions and circulars. A series  of training  seminars  for
the staff concerned should  also be envisaged, using the manual as a resource
document.

109. The Inspectors do not think there  is an innninent need for radical
initiatives, particularly because the United Nations  Secretariat  is already
considering the introduction of useful innovation?  into the next proposed
programme budget document. They welcome the decision of the General  Assembly
adopted at the forty-fourth session, requesting the Secretary-General  to
prepare a report for consideration by the forty-fifth session  of the General
Assembly. The report is to include  a number of specific  points  that will
provide an informative overview of this segment  of the United  Nations  funding,
The immediate  need is to refine existing  administrative  and budgetary
arrangements focusing  on key issues.

RECOHHEblOATIOU  3: In order to achieve a greater measure of
intergovernmental  scrutiny, the corrective steps discussed  in Chapter  Iv
should be carefully considered,  namely, those concerning  reporting  to Member
States  and reporting  on performance.

/...
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(b) Audit follow-up-.

110. The Inspectors noted that in some instances insufficient  attention is
being paid to audit recommendations. In other  instances,  promised actions
have not always been implemented. There are, however, some data available on
the status of audit reconm\endations  but it is fragmented and not readily
available to Member States.

RECOMMENDATm4: A comprehensive  report on the status of irnplementatio:l
of major audit recommendations  should be prepared by the Secretariat  either as
a separate document or as a part of the Secretary-General's  report in
connection with the Financial Report and Audited Financial Statements.

111. The Inspectors have not been convinced by the arguments favouring no
change in the existing organizational  status  of the Internal Audit Division,
as presented in paragraph 84 above. The Inspectors are of the view that for
internal audit to be truly independent (particularly in respect of ti1c
Department of Administration and Management) and effective,  the Internal Audit
Division should be transferred  from the Department of Administration anti
Hanagement and made directly responsible  to the Secretary-General.  This view
coincides with that of Recommendation 39 of the Group of 18 that "the internal
audit function should be separated administratively  and be independent from
the function of implementation  and disbursement  of funds."

RECOMMENDATION 5: The Internal Audit Division should be separated fro:r!
the Department  of Administration and Hanagement  and made directly responsible
to the Secretary-General.

Cc) Performance

112. In the Inspectors' view reporting  on extrabudgetary resources to Member
States needs to be improved substantially. The Inspectors believe that the
programme performance report should also contain a comprehensive  analysis o:
the outputs achieved against the objectives vis-Lvis the activities financed
from extrabudgetary resources, as required by Regulations  and Rules Governing
Programme Planning. the Programme Aspects of the Budget, the ?lonitoring of
Implementatio,: and Hethods of Evaluation. The budget performance  report
should also contain more detailed data on extrabudgetary resources. Both
documents should give Hember States full information concerning  actual use of
extrabudgetary resources which should allow them to make comparisons against
objectives set in the programme budget.

RECOMMENDATION 6: The Inspectors believe that in order to ensure a more
effective integrated management process the Secretary-General  should take
measures to improve both the format and the content of programme performance
and budget performance  reports in such a way that it should facilitate a
comprehensive  analysis of the results obtained against objectives set in the
proposed programme budget. The Secretary-General  should also take measures to
ensure timely presentation  of these documents to respective  governing bodies,
The Inspectors are confident that documents modified along these lines  would
be of great help in preparing the subseqeunt medium-term plans of the
Organization.
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