
WORLD HEALTH ORGANIZATION EB59/INF.DOC/No.2 

ORGANISATION M O N D I A L E D E LA S A N T É 口 January 1977 

EXECUTIVE BOARD 

Fifty-ntnth Session 

Agenda item 13 

REVIEW OF THE PROPOSED PROGRAMME BUDGET 
FOR 1978 AND 1979 

Methodology for estimating costs of inflation 

As requested by a member of the Executive Board, there is attached the report of the CCAQ 

working party on common methodology for estimating costs of inflation. 

a i
 



CONSULTATIVE COMMITTEE ON 
A頂INISTRATIVE RESTIONS 

Forty-fifth session 
United Nations Office at Geneva 
2 - 8 September 1976 

Item 5 of the provisional agenda 

REPORT OP THE WORKING PARTY" 
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1* lîie CCAQ Working fórty on Common Methodology for Estimating Costs of 

Inflation met at the United Nations Office at Geneva on 30 and 31 August and 

1 September 1976. The participants are listed in the Annex. Mr. P. Ruedas 

(United Nations) was elected Chairman. 

2. As a basis for its discussions the Working F^-rty had before it a document 

circulated Ъу the Secretariat (CCAQ/SEC/382(PB)), which set out various 

considerations relating to its task and summarized the current practices of the 

organizations in budgeting for inflation, as reflected in their recent budget 

documents• 

3. The Working Party recalled that it had been convened Ъу CCAQ in response 

to a decision of the General Assembly of the United Nations, taken on 

17 December 1975, which had been in the following terms s 

The General Assembly requests the Secretary-General: 

(i) to consult with the other members of the Administrative Committee 
on Co-ordination with respect to the impact of inflation on budgets 
of the organizations of the United Nations system, with a. view 
towards considering the possibility of reaching a common 
methodology! 

(a) for estimating the cost of inflation on proposed programme 
budgets; 

(b) for including such costs in proposed programme budgets; 

(ii) to report as appropriate on this matter to the General Assembly at 
its thirty-second session. 

It also noted that the UNESCO General Conference at its 1974 session had 

requested the Director-General of the Organization to seek intereorganization 

study of the improvement of methods of budgeting, particularly in respect of 

the calculation of increases due to inflation. 
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4* The Working fórty decided to organize its work around the two subjects 

mentioned in the decision of the General Assembly, i.e. estimating costs of 

inflation and including such costs in proposed programme budgets. It gave 

detailed consideration to various issues arising in connection with each of 

these subjects, with a view to identifying areas where a common approach already 

existed among the organizations or mi^it usefully be developed, and to formulating 

appropriate recommendations. 

5* The Working fórty was conscious that inflation may be accompanied at some 

duty stations by exchange-rate changes and that the latter cannot be ignored in 

budgeting for cost increases• Givenits terms of reference, however, it agreed 

that it should confine its discussions as far as possible to the impact of 

inflation only. It concentrated its attention on inflation in relation to 

regular budgets, while bearing in mind possibilities of using the same methods 

of estimating cost increases in connection with extra-budgetary activities• 

Estimating Costs of Inflation 

General approach 

6, The Working Party recalled CCAQ^s position in favour of full budgeting, 

which had been defined as follows: 

Concept of budgeting in which the estimates include provisions for all 
increases or decreases in prices and salaries that can be foreseen or 
that result from the projection of trends throughout the entire period 
covered Ъу the estimates. 

In а питЪег of organizations this principle had been accepted by the governing 

bodies responsible for reviewing and approving proposed budgets, and it had 

been endorsed by the General Assembly^ Working Group on Currency Instability^^ 

The «т/orking fórty supported its application, in the manner best suited to the 

circumstances of individual organizations. 

7. Where future cost increases depend on decisions Ъу governing bodies (in 

particular, increases in the salaries and allowances of staff), the general 

practice of the organizations is not to provide for such increases until the 

necessary decisions have been taken* The Woricing ferty recommends that this 

practice should be followed by all organizations. 

]J A/9773, paragraph 22. 
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Composition of increases 

8 . The Working Party recalled the definitions of programme and cost increases 

and decreases formulated by the CCAQ Task Force on Harmonization of Programme 

Budget Presentation,viiich were in the following terms: 

Programme increase/decrease 

Any change in resources resulting from an increase or decrease in the 

volume of activities carried out under a programme• 

Cost increase/decrease 

Any increase or decrease in the cost of a resource input in the budget 

period compared with that in the previous budget period, arising from 

changes in costs, prices and exchange rates» 

It was informed "that some organizations used additional categories for increases 

and decreases which they found it difficult to accommodate under one or the other 

of the two standard headings. The organizations using only two headings 

generally grouped together in one category all changes that did not result 

from inflation and currency realigranents. 

9» It appeared to the Working forty that despite these variations in presentation 

additional costs due to inflation, which were the subject of its concern, were 

generally placed under the heading of cost increases. 

10, The Working fórty examined the cost composition of new programme items and 

noted that most organizations considered such items to contain an element of cost 

increase, which they isol^ved. It also noted that savings achieved through 

increased efficiency were generally regarded as ргортатте decreases. 

Calculation procedures； assumptions 

11. The Working fórty reviewed the methods and assumptions of the organizations 

in calculating cost increases due to inflation. It endorsed the procedure 

generally followed, under which the calculations are based as far as possible 

on detailed cost projections for individual objects of expenditure and for 

individual locations in which expenditures are to be incurred. Where the 

available information is not sufficient to enable detailed projections to be 

made in this maimer, it agreed that the calculations should Ъе based on over-all 

forecasts of cost levels for the locations concerned» 

12* As regards the impact of inflation on staff costs, which account for the 

major part of the organizations1 expenditures, the Working fórty felt that it 

would be very desirable for the organizations to have at their disposal a single 
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series of projections of the cost-of-living at the various duty stations. 

Organizations might work out the cost of l i v i ng projections for their head-

quarters countries (in the case of S w i t z e r l a n d , they could be agreed by the 

Geneva-based organizations). Рог other duty stations the Working ferty hoped 

that the United Nations would provide cost-of-living projections. Updated 

projections should be available periodically for use by the organizations• 

In those duty stations where exchange-rate movements were likely to have a 

significant impact, these movements should be taken into account Ъу the 

organizations. 

13« The Working Party recognized that the impact of inflation raised special 

problems in connection with forecasting inputs on projects financed by UNDP, 

especially regarding expert costs. It noted that effective 1 January 1977 

UNDP experts would be budgeted at estimated actual costs• It was therefore 

essential, in drafting project budgets and reviewing existing budgets, to 

include realistic figures for expert costs, in particular for the cost of post 

adjustments. Rather than each agency's attempting individually to forecast the 

level of post adjustments for three to five years forward (since many projects 

last five years) the Working ferty recommends that the United Nations should 

assume the task of providing such forecasts each year in October, beginning in 

October 1976, for the succeeding five years for each field duty station. Ibe 

Chairman agreed to take the matter up on his return to New York. 

Including Costs of Inflation in Proposed 
、 Г. оетадцпе Budgets 

Reflection in budget estimates 

14« The Working Party discussed at some length the manner in which provisions 

for estimated cost increases, including increases attributable to inflation! 

are reflected in the organizations' budget estimates. It noted that some 

organizations had developed presentations in which appropriations for the current 

period and estimates for the coming budget period were shown at oonstant exchange rates 

and cost levels, in ord^r to facilitate comparisons between the two periods. 

In one such presentation the revised estimates for the current period were 

adjusted Ъу subtracting the cost of non-recurring activities and adding that of 

proposed net programme increases； the estimates were then further adjusted to 

take account of the cost increases foreseen for the coming budget period. 
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15« In another presentation, the estimates for the proposed programme were 

costed at the same exchange rates and cost levels as the appropriations for 

the current period and were then a4justed to take account of the cost increases 

foreseen for the coming "budget period. The organizations following the latter 

system emphasized that it reflected a zero-base concept of programme development 

as opposed to adjustments of existing programmes* 'ïïiat presentation had been 

well received by the governing bodies responsible for reviewing and approving 

the budgets of the organizations concerned, and these organizations advocated its 

adoption by the other organizations, Without taking position on this suggestion, 

the Working ferty agreed that all proposed budgets should show a base against 

which the cost of inflation could Ъе measured. 

Relevant tabular and explanatory material 

16Ф Ihe Working Pàrty reviewed the data concerning costs of inflation which the 

organizations included, or planned to include, in their proposed budgets. It 

identified the following common elements: 

(a) Increased costs due to inflation are stated, 

(b) These costs are broken down at least to the level of detail of 

appropriation lines or sections. 

(c) Net programme and other changes are distinguished from net changes due 

to inflation and currency fluctuations. 

(d) Relatively deta^^ad information is provided on the manner in which 

costs of inflation are calculated. 

Items (a), (b) and (c) in particular were reflected in the standard table of 

regular budget increases and decreases developed by the Task Force on Harmonization 

of Programme Budget Presentation. In the Working A r t y ' s view the above 

information should be regarded as a minimum requirement. 

Summary of Recommendations 

(1) CCAQ may wish to reaffirm its position in favour of full budgeting. 

(2) The organizations should not provide for increases that depend on decisions 

by governing bodies until these decisions have been taken. 
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(3) Calculations of cost increases due to inflation should be based, to the 

maximum extent possible, on detailed cost projections for individual objects 

of expenditure, and for the individual locations in which expenditures are to 

be incurred; where the available information is not sufficient to enable detailed 

projections to Ъе made in this manner, the calculations should be based on overall 

forecasts of cost levels for the locations concerned, 

(4) CCAQ should study the possibility of producing a single series of projections 

of the cost-of-living and post adjustment movements at the various duty stations. 

(5) The following should be regarded as minimum requirements for the presentation 

of information on costs of inflation： 

(a) Increased costs due to inflation are stated. 

(b) These costs are broken down at least to the level of detail of 

appropriation lines or sections. 

(c) Net prograjnme and other changes are distinguished from net changes 

due to inflation and currency fluctuations. 

(d) Relatively detailed information is provided on the manner in which 

costs of inflation are calculated. 

(6) The Working fôrty recommends that CCAQ should include the subject of budget 

techniques relating to inflation in its agenda for periodic consideration. 
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ANNEX 

List of Participants 

Officers： 

Chairman： 

Secretary: 

M r . P. Ruedas (United Nations) 

M r . L« Samuelson 

Representatives of member organizations： 

United Nations： 

UNIDO: 

UNICEF: 

UNDP： 

UNHCR: 

ILO: 

PAO： 

UNESCO： 

WHO: 

ITÜ： 

M r . P. Ruedas, Principal Officer, 

M r . P.M. Grohorel, Head, Financial 

Budget Division 

Services 

M r . J* Bouwmeester, Chief, Finance Division 

Mr. George P . Saddler, Director, Division of 

Finance 

M r . G» Walser, Assistant to the Director of 
Administration 

M r . M . Reitzel面Nielsen, Chief, Budget and 
Management Section 

M r . A« Ioannides, Chief, Budget Section 

M r . A . Ahmadi Budget Officer 

M r . P.M. Roche, Chief Accountant 

M r . T.C, Youngi Director, Budget Division 

M r . A« Imbruglia, Chief, Budget Division 

M r . J . Schuwey, Budget Officer 


