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Second Session 2001 of the UNDP/UNFPA Executive Board

Agenda Item: UNDP Financial Budget and Administrative Matters

Statement by Mr. Dharmendra Sharma, Deputy Secretary, Ministry of Finance, 

on September 10, 2001

_____________________________________________________________
Mr. President,


We thank the Administrator for the reports which we have before us on financial, budgetary and administrative matters of the UNDP.  We have pursued these reports with interest and they have allowed us to obtain a better understanding of the functioning of the Programme.


The UNDP has, for sometime, been in a process of constantly reinventing itself.  A term which it has now started using for itself is “multi-funded organisation”.  This is factually correct, as in the year 2000, about 39% of all its resources came from programme country contributions channeled through the UNDP in support of their own development programmes, about 30% came from third party co-financing, including trust funds and only 27% came from regular resources.  In 1995, the percentage which came from regular resources was 46%.


It would appear from this that the UNDP is an increasingly popular vehicle for the delivery of resources, other than core resources.  Why would this be so?  The answer would lie in the administrative and support costs which are charged by the UNDP for programme delivery.  The ACABQ Report shows that the UNDP estimates its administrative and support costs to be 8.1% for third party co-financing programmes, 4.2% for government cost sharing programmes but 33.4% for programmes funded from regular resources.  It charges between 3 to 5% in administrative and support costs for trust funds and third party costs sharing programmes.  The ACABQ was advised by the UNDP that higher rates of cost recovery would make the UNDP “not competitive”.  The response of the ACABQ is important.  It said “The committee cautions that cost recovery rates, including in the context of national execution, should be realistic and reflect the cost to UNDP of managing and delivering the various services.  It would be counter productive for UNDP to charge rates that give the impression that the cost of services and activities was less than it actually was.  The shortfall would have to be covered from other sources, principally from an ever decreasing level of regular resources”.

It would appear that the shortfall is already being abundantly covered from regular resources.  In 1998, regular resources amounted to US$ 746 million.  Of this, about 79% went for programme costs and the balance for administrative and support costs.  In 1999, the percentage went down to 72%.  And in 2000, of regular resources amounting to US$ 634 million, only US$ 378 million, or 59.6% went towards programme cost.  The conclusion, that regular resources are being used to subsidise administrative and support costs of other resources, is inescapable and extremely unfortunate.


There is another issue which troubles us - that of deciding whether an item of expenditure should be shown as programme expenditure or as administrative and support expenditure.  The UNDP, besides having adopted the term “multi-funded organisation” for itself, has also taken to describing itself as a “knowledge based advisory organisation”.  And this has provided the rationale for shifting the expenditure on the posts of 27 economists from the support budget to the programme budget.  This has not been viewed favourably by the ACABQ, which has stated, “The committee is of the view that the expenditure for the 27 economists posts should be disclosed as part of the programme support expenditure of the budget”.


We would like the UNDP to report compliance with the recommendations contained in paragraphs 15 and 28 of the ACABQ report.  Not doing so would only be counter-productive.
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