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Introduction

1.  FHnaencid reguldtion 34 dipulaes tha UNIDO's
regular budget shdl dso be presented by mgor objects
of expenditure The ddfinition currently in use for mgor
objects of expenditure originaes from a dandad
defined by the United Nations more than 30 years ago,
which no longer megts operaiond reguirements.

2. In comnection with the introduction of the new
finendd sydem, which requires the redesign of the
chats of acocounts and the forthcoming introduction of a
snge-currency sysem of budgeting, which dso neces
States the revison of objects of expenditure, it seemed
opportune to introduce a new grouping of the objects of

expenditure for the presentetion of the budget proposd
for the biennium 2002-2003.

3. Accordingly, a pre-sssson  document was
submitted to the Programme and Budget Committee
(PBC.16/9). Further darification was provided in the
foom of background information. Member States
examined the proposd before and during the sSixteenth
sesson of the Progranme and Budget Committee, and
the Secretaria recelved vaious recommendations on
how to improve the concept.

4. Futhermore, the Director of BExternd Audit
informed representatives of Member States that the
proposed grouping would leed to the rationdization of
magor objects of expenditure, dlowing the Secretariat to
budget and report dl rdaed expenditures under the
aopropricte mgor  objects of expenditure. In  generd,
this would enable the Organization to cary out its
adivies in a more dfedive ad dfident manner
without reducing control by Member States.

5. As arelt of its ddiberdtions, the Programme and
Budget Committee, in its conduson 2000/4, para
graph(g), requested the Director-Generd to continue
conaltations with Member States on the definition of
mgor objects of expenditure and to present the issue to
the fothcoming sesson of the Indudtrid Deveopment
Board.

6. Accordingly, the Secretariat organized a saries of
conaultations on the subject with representatives of dl
regiond groups During these conaultations the merits
of the proposed changes were discussed a  length,
together with procedurd aspects of their approvd. The
proposd was further improved besed on advice received
from representaives of Member Staes and will be
discussed with permenent missions, together with the
present document, on 24 October 2000.

7. Also during the consultations it was confirmed by
the Secretaria that the new mgor objects of expenditure
coding would firg be introduced in the preparation of
the budget proposds for the biennium 2002-2003.
Ultimady, the new grouping would be approved
together with, and as an integrd pat of, the programme
and budgets, 2002-2003.

I. PRINCIPAL CHANGES, BENEFITSAND
EXAMPLESOF THE PROPOSED
NEW GROUPING

Merger of the three smallet categories into
operating costs

8. “Contractud savices’ (coveing extand printing
and public information savices provided by outdde
companies), “wpplies and maerids’, and “acquistion
of fumniture and equipmet” ae three differat mgor
objects of expenditure under the current structure,
representing together one per cet of the gross com-
bined regular and operationd budgets (PBC.16/9, table).
Thesethree categories are operating costs by neture.

9. The mgor bendfit of meging thexe smdl cae
gories into the operaing costs can be demondraed as
follows the decison as to whether a piece of old equip-
ment would be repaired (maintenance, which is pat of
generd operating codts - 400) or replaced (acquisition of
fumiture and equipment - 600) should not depend on the
avalability of funds under a catan mgor dbject
category, but on the economy of the action itsdif.

“Other expenditures’ redigributed among the real
categories

10. The “othe” caegory under the curret mgor
objects of expenditure dructure represents 9.7 per cent
of the gross combined budgets (PBC.16/9, table). The
items under this category would naurdly bdong to
various mgor object groups the reason for having them
uder “others’ was the implementation moddity
through ajoint service

11. The best example of the dissdvantage in the
pret goproach is the diginction between  printing
funds under the current “contractud services' mgor
goup for extend prining, and funds under the “other
expenditures’ mgor group for printing through the joint
printing savice provided by the Internaiond Atomic
Energy Agency (IAEA). A dmilar example is the
provison of traning funds unde daff cods and dso
under the “other” category asacontribution tothe joint



languege traning programme provided by the United
Nations Office a Vienna (UNOV).

Communication costs merged into information
technology-rdated costs

12. As a realt of technologicd devdopments in this
aeg, it is no longer posshble to didinguish between
communication cogts and IT cods As an example, the
subscription fee to the Internet service provider is not
only for connecting computas (IT-rdated costs), but
dso for communication purposes (emdl, phone-over-
Internet, fax ddivery through Internet, etc). Very often
regular tdephone connections  (currently  budgeted  as
communication cogts) ae usd to edablish daa trander
between computers, and there is no way to determine
which portion of the oconnetion was used for voice
commurication or for detaexchange.

13. By moving communication cogts into the IT mgor
group of expenditure, UNIDO would be in line with the
technicdl redity.

II. CONCLUSION

14. The anex to the present document illustrates the
proposed changes on the besis of the combined gross
budgets for the biennium 2000-2001. Accordingly, the
revissd lig of mgor objects of expenditure would have
thefdlowing fiveitems

@ Sf costs
(b) Officd trave;
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() Operaing cogts,
(d)  Information and cammunication techndogy;

(& Regular Programme of Technicd Coopera
tion (RPTC) and Industrid Devdopment Decade for
Africa(IDDA) supplementary activities.

15. The reduction in the number of mgor objects of
expenditure categories from nine to five woud put
UNIDO in a dmilar postion to IAEA (five caegories
(@ &ff codts (b) trave; (c) direct costs; (d) laboratory
activities, (€0 shared sarvices) and UNOV  (four
caegories (@ posts cottrolled by dafing teble
(b) compensation of nontUnited Nations offidds
(c) hospitdlity; (d) other expenditures).

I11. ACTION REQUIRED OF
THE BOARD

16. The Boad may wish to condder the following
draft decison:

“The Industrid Development Board:

“(@ Tekes note of the report by the
Director-Gererd  on  the ddfintion of mgor
objects of expenditure (IDB.23/15);

“(b) Authorizes the Director-Generd to
gply the new ddinition of mgor objedts of
expenditure as described in document IDB.23/15

to the progranme and budget proposds for the
biennium 2002- 2003 and subsequent bienniums.”
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Annex
Approved expenditure (regular and operational budgets)
by major object of expenditure for 2000-20001
(Inthousands of dollarsat US$ 1 = ATS 12.90)
2000-2001 2000-2001
Major object of expenditure (cur rent) approved budget | [Major object of approved budget
expenditure
(US$) (new) (US)
100 Staff costs 124,724.2 [ 1000 Staff costs 125,402.2
+450 Hospitdity 58.1)
+933 Joint medica services (IAEA) 557.9
+944 Joint language training (UNOV) 620
125,402.2
200 Official travel 2,430.5 [2000 Official travel 24305
300 Contractual services 520.1) |3000 Operating costs 48,084.0
400 General operating expenses 30,351.9
500 Supplies and materials 785.9
600 Acquisition of furniture and equipment 623.1
-440 Communication -1,535.3
-450 Hospitdity -58.1
+932 Joint printing and reproduction (IAEA) 836.5
+934 Joint library services (IAEA) 1,300.2
+945 Joint meetings planning and services (UNOV) 302.3
+946 Joint interpretation services (UNOV) 336.8
+947 Joint security and safety services (UNOV) 2,480.3
+960 Joint activities provided by UN bodies 7015
+970 Joint language and documentation services (UNQOV) 5,438.8
+991 Contribution to joint language & doc. serv. (UNOV) 504
+992 Reimbursement to Mgjor Repair Fund 600.0
+993 Essentiad reguirements- BMS 5,350.0
48,084.0
700 EDP non-staff costs 4,150.7) | 4000 Information and
+440 Communication 1,535.3 [communication technology
+948 Joint communication services 1,087.2 |(non-staff costs) 6,773.2
6,773.2
800 Technical cooperation and IDDA 13,875.6 (5000 Technical cooperation 13,875.6
and IDDA
900 Other expenditures 19,1035
-932 Joint printing and reproduction (IAEA) -836.5
-933 Joint medica services (IAEA) -557.9
-934 Joint library services (IAEA) -1,300.2
-944 Joint language training (UNOV) -62(
-945 Joint meetings planning and services (UNOV) -302.3
-946 Joint interpretation services (UNOV) -336.8
-947 Joint security and safety services (UNOV) -2,480.3
-948 Joint communication services (UNOV) -1,087.2
-960 Joint activities provided by UN bodies -701.5
-970 Joint language and documentation services (UNOV) -5438.8
-991 Contribution to joint language & doc. serv. (UNQOV) -500
-992 Reimbursement to Major Repair Fund -600.0
-993 Essentid requirements - BMS -5,350.0
0.0

TOTAL UNIDO 196,5659 | TOTAL UNIDO | 196,565.5




