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In 1981 the World Health Assembly decided that a standard 13% charge in 
partial reimbursement for the cost of technical and nontechnical support and 
services would be made by the Organization as from 1982 on technical cooperation 
project expenditures incurred under all extrabudgetary sources of funds, including 
trust funds or similar funds (resolution WHA34.17). In recent years the volume of 
extrabudgetary resources has grown substantially; the cost of technical and 
nontechnical services in support of technical cooperation activities financed from 
extrabudgetary sources has risen from 27.4% of programme expenditures to 35.5%; 
the gap has widened between support costs and their reimbursement, with the 
consequent strain on resources available under the regular budget; and concern has 
been voiced by a number of members at recent sessions of both the Executive Board 
and its Programme Committee. The Director-General is therefore bringing this 
matter before the Executive Board for review of various options for sharing 
programme support costs between the regular budget and extrabudgetary resources. 
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I. BACKGROUND 

1. Programme support costs (referred to in the past also as "administrative and operational services costs", 
"indirect costs" or "overhead costs") are those costs (in expenditures and staff time) incurred by the 
Organization in order to provide the necessary technical and nontechnical support and services (or 
"backstopping") required by technical cooperation activities financed from extrabudgetary sources. 
2. Since the earliest days of the United Nations system, the subject of programme support costs of activities 
financed from extrabudgetary sources has been under review by various governing organs, intergovernmental 
groups, advisory or consultative bodies, the Advisory Committee on Administrative and Budgetary Questions 
of the United Nations, the Administrative Committee on Coordination，the Consultative Committee on 
Administrative Questions, and related interagency working groups and task forces. 
3. Pending a decision on long-term arrangements for the United Nations system as a whole, the 
Director-General decided in the early 1970s to introduce an internal WHO policy whereby, in principle, all 
voluntary contributions and other trust funds accepted by the Organization would be subject to a 14% 
programme support cost charge to help meet, at least in part, the cost of administrative and operational 
support and services required in respect of the activities financed from such sources. Exceptions were made in 
cases where negotiations with a donor had resulted in an agreement for a higher percentage charge or for a 
specified sum for programme support costs. 
4. In 1973, when WHO participated in an interagency exercise designed to measure the cost of 
administrative and operational support and services to projects financed by UNDP, it was recognized that 
these costs represented a proportion of direct project expenditures that varied substantially between the 
different agencies. For WHO it was 27.4%, whereas for ILO it was 29.7%, for UNIDO, 31.2%, and for FAO, 
19.3%. The rate used at that time by UNDP to reimburse executing agencies for support costs was 13% of 
expenditures actually incurred on UNDP-financed projects. 
Resolution WHA34.17 

5. In May 1981，having reviewed the subject of programme support costs and noted the decisions and 
recommendations adopted on this matter by the UNDP Governing Council (decision 80/44) - endorsed by the 
Economic and Social Council (resolution 1980/65) - and the relevant decision of the United Nations General 
Assembly (resolution 35/217), the Thirty-fourth World Health Assembly adopted resolution WHA34.17 
(Annex). In so doing the Health Assembly decided that, in the interest of consistency and uniformity of 
application throughout the United Nations system, a standard 13% charge in partial reimbursement for the 
cost of related technical and nontechnical support and services would be made as from 1982 on technical 
cooperation project expenditures incurred under all extrabudgetary sources of funds. 

II. PROGRAMME SUPPORT COST SUCCESSOR ARRANGEMENTS 

6. In 1990, after study by a group of experts and discussion in various forums’ the UNDP Governing 
Council, at its thirty-seventh session，adopted a new regime for agency support costs (resolution 90/26). It 
decided inter alia, that as from 1992: 

(a) the basic elements of the current regime for calculating programme support costs could continue 
for the smaller technical agencies and for those where UNDP-financed technical cooperation work was 
slight in the overall work of the agency; and 
(b) the new support cost arrangement would apply to the five bodies that implemented a large portion 
of UNDP activities (FAO, ILO, UNESCO, UNIDO and the United Nations Department of Technical 
Cooperation for Development). Within specified parameters of resources available to UNDP, financing 
would be negotiated on a project-by-project basis. New mechanisms would provide for reimbursement of 
costs in agreed amounts in respect of technical support services at both programme level and project 
level, and on a percentage basis by category of expenditures for administrative and operational support at 
project level. 



7. As UNDP-funded activities represent only about 3% to 4% of WHO，s total expenditures, WHO was 
classified under the category described in (a) above. WHO had supported this option throughout interagency 
discussions in order to maintain the status quo under a formula that it felt was more appropriate and less 
cumbersome than that proposed under (b) above. In any event, arrangement (b) continues to cause concern to 
agencies, unsure whether reimbursement will be adequate for the support provided. 
III. UTILIZATION OF PROGRAMME SUPPORT COSTS 

8. As previously reported to the Board and the Health Assembly, the income received through the 
application of programme support costs is credited to the Special Account for Servicing Costs. In the case of 
support costs received from UNDP (amounting to between US$ 3 million and US$ 5 million a biennium), 
these are used to finance the regular budget, thus reducing Member States，contributions. In principle, and in 
the interest of prudent financial management, all other support costs earned during a biennium are used to 
finance costs planned to be incurred in the following biennium. The Director-General may use such funds as 
required to supplement regular budget administrative support costs, such as common services, to cover 
administrative posts supporting programmes financed from extrabudgetary sources, and to provide some 
nontechnical support staff to technical programmes. This practice is moreover in line with that followed, to 
varying degrees, by most other United Nations agencies. The usage of such funds in this manner has been 
acknowledged and appreciated by Member States since it reduces their collective financial commitment to the 
Organization in respect of the regular budget, thus helping to keep support services costs to a minimum and to 
maintain zero budget growth in real terms. 
IV. RECENT DEVELOPMENTS 

9. In recent years concern has been growing about the level of programme support cost income being 
received as "partial reimbursement for the cost of related technical and non-technical support and services" 
provided by the Organization for programmes financed from extrabudgetary sources. Concern has risen 
because of: the increasing number of activities financed from extrabudgetary sources that continue to rely 
heavily upon the regular budget for administrative and technical support; WHO's policy of zero budget growth 
in real terms over the past 10 years or so, aggravated by an insufficient provision for cost increases in the 
regular budget; and the use of programme support cost income from UNDP to help finance the regular 
budget of WHO. In addition, a certain amount of staff time is devoted to negotiation of activities that 
subsequently may not materialize for implementation by WHO. These factors have contributed to a steady 
diminution of regular budget resources (funds and staff time) available for support of regular budget technical 
programmes. 
10. In 1990 the Organization therefore decided to request a specialized consulting firm, David M. Griffith & 
Associates, Ltd., to conduct a cost management study similar to the survey undertaken in 1973 on the cost of 
both technical and nontechnical support and services for technical cooperation projects. The same consulting 
firm has been used subsequently by UNDP in connection with their new support cost arrangements. The study 
in WHO drew from a number of selected representative programmes at headquarters and at three regional 
offices. On the basis of 1988-1989 expenditures and staff time surveys, the consulting firm concluded that the 
cost of support services in WHO represented 35.5% (as compared to 27.4% in 1973) of programme 
expenditures for programme planning, project formulation, technical support, follow up or monitoring, and 
administrative support. Of these costs, staff time accounted for 20% and services for 15.5%. 
11. The overall increase derives mainly from the additional staff time required to implement the growing 
number of activities financed from extrabudgetary sources. In general these activities are more complex to 
handle in terms of programmes and administration than those financed by the regular budget. Moreover, the 
support services for which a charge is levied are not meant to include, as in the past, direct support, which is 
chargeable to the activity itself. Such direct costs include inter alia duty travel, secretarial or administrative 
assistance provided to the activity，and telecommunications and postage over and above the norms established 
by WHO. 
12. The Executive Board，at its eighty-seventh session in January 1991，expressed some concern that 
administrative and technical support for activities financed from extrabudgetary sources might not be 
adequately met by those sources. Similar concerns were voiced at the eighty-ninth session of the Board in 
January 1992 and at the session of the Programme Committee of the Executive Board in August 1992. On the 



other hand, some donors would seem to question the 13% charge，requesting the Organization to justify that 
figure, or to deal with support costs in a different manner. It should be noted that whereas the 1973 survey 
indicated that reimbursement of support costs was equivalent to a 13% levy on extrabudgetary resources and a 
14.4% share of the regular budget (27.4% minus 13.0%), the 1990 study showed that the share borne by the 
regular budget had risen to 22.5% (35.5% minus 13.0%). 
V. ANALYSIS 
13. In the light of these developments, the Director-General feels that the time has come to consider 
whether a change in current practice is required or whether the status quo remains acceptable to Members. 
14. The Director-General has therefore reviewed various options for change, as described below. 

(a) Increase the programme support cost percentage to，say, 17%. This option would restore the 
situation that prevailed when the present figure of 13% was decided, namely, that the regular budget 
should meet a little over half the support cost for implementing extrabudgetary programmes. There 
would be no additional administrative work-load involved under this arrangement, nor would additional 
staff resources be required to implement it. It could be easily applied to actual expenditures incurred, 
and understood by all concerned with the Organization and by donors. However, an increase to 17% 
may lead some donors to favour other channels of cooperation, even though this percentage is modest 
compared to that applied by many institutions outside the United Nations system, which charge rates 
varying between 30% and 40%. 
(b) Increase the programme support percentage，but levy a different rate for supplies and equipment. 
This option, a variation of (a) above，would recognize the fact that large bulk purchases of supplies and 
equipment cost relatively less than other activities in terms of regular budget support. A levy of, say, 6% 
could be charged if the supplies and equipment component represented more than half the total project, 
and one of 17% for the remainder. This alternative would provide less income than (a), but could meet 
with more favourable donor reaction to the extent that it takes account of the reduced amount of 
administrative work involved in effecting bulk purchases of supplies and equipment. 
(c) Charge differential percentage rates depending on the service provided. This option recognizes the 
fact that the cost to the Organization in terms of support for implementing particular activities varies 
substantially for each of services provided. Projects could be divided into four or five major clusters, 
such as personnel, fellowships, supplies, training，and so on, and differential charges could be applied to 
each. This option may appear to be a more legitimate way to charge support costs; however, it would 
require negotiating project by project and working out a number of details. This would make 
management more complex, and would probably delay the launching and delivery of projects. Moreover, 
it is likely that the application of different rates according to the service provided would represent a 
higher charge than the averages proposed in (a) or (b) above. 
(d) Include within the project budget all foreseeable support costs at the time of budget preparation, 
for example, all technical staff time，lump sums for fellowship and administrative services, etc. This 
would appear to be the most transparent option, which may be accepted by donors. However, unless a 
ceiling were applied it would give rise to a substantial increase in support cost income, because 
extrabudgetary resources would bear virtually the full amount of support costs, perhaps discouraging 
donors. In addition, it would be hard to quantify all support costs, staff might have to record allocation 
of time to particular projects within their working day, costing could be very inaccurate, and a number of 
basic services would be difficult to identify, 

15. As can be seen from the above, each alternative has advantages and disadvantages. There is no easy way 
to achieve a balance between the Organization's need for extrabudgetary resources and the effect they can 
have on regular budget activities. 
16. With regard to extrabudgetary resources provided specifically for emergency situations at country level, 
such as earthquakes，floods and epidemics, the Director-General feels that the Organization should continue its 
practice of waiving or reducing the programme support costs applied in such cases. 



17. In the case of the Associate Professional Officers Scheme，which is subject to negotiation between WHO 
and individual countries，the commonly agreed rate of 12% adopted by all United Nations agencies for 
programme support costs would continue to apply. 
18. After consultation, should the Executive Board concur with one of the options set out in paragraph 14 
above or favour another alternative, an appropriate draft resolution will be formulated for its consideration. 



ANNEX 

WHA34.17 The Thirty-fourth World Heal th Assembly, 
Having considered the report of the Director-General on col-

laborat ion with the United Nations system, with part icular ref-
erence to p rogramme support costs. 1 and the Executive Board's 
recommendat ions thereon ； 

Recalling resolution WHA27.33 and previous resolutions 
dealing with policy questions relating to the financing of pro 
g ramme suppor t costs incurred by the Organizat ion in respect 
of activities financed from extrabudgetary funds ； 

Recalling further that, according to a special cost measure-
ment exercise under taken in 1973，the cost of technical and 
non-technical support and services for technical cooperation 
projects financed by the United Nat ions Development Pro-
g ramme and executed by W H O approximated to 27% of proj-
ect expendi tures ; 

Having noted the decisions and recommendat ions adopted 
on this subject dur ing 1980 by the Govern ing Council of the 
Uni ted Nat ions Development Programme (decision 80/44) and 
endorsed by the Economic and Social Council (resolution 
1980/65); 

Having noted further the decision in this respect of the 
United Nat ions General Assembly in its resolution 35 /217 ; 

1. ENDORSES the new formula approved by the United Nat ions 
Genera l Assembly for the re imbursement by the United Na-
tions Development Programme, as f rom 1982, of support costs 
relating to operat ional activities financed by the United Na-
tions Development Programme and by other similar pro-
grammes or funds under the jurisdiction of its Governing 

Council, such reimbursement to be made at the s tandard rate 
of 13% of annua l project expenditures; 

2. DECIDES that, in the interest of consistency and uniformity 
of applicat ion throughout the United Nat ions system, a s tand-
ard 13% charge in partial re imbursement for the cost of related 
technical and non-technical support and services shall be m a d e 
by the Organization as f rom 1982 on technical cooperation 
project expenditures incurred under all o ther extrabudgetary 
sources of funds, including trust funds or similar funds, except 
that account will be taken of special W H O programmes 
financed f rom several sources of funds in which provision for 
the cost of the required support and services is already included 
in the budgets for such activities ； 

3. CONFIRMS that the structure, staffing and working methods 
of the Organization are being regularly reviewed, and that this 
has already resulted in the transfer of considerable financial 
resources f rom establishment and administrat ive costs to in-
creased technical cooperation with and services to govern-
ments ; 

4. AUTHORIZES the Director-General, upon request, to furnish 
to fund ing agencies and donors such informat ion on pro-
g ramme suppor t costs as might already be largely available, for 
example, in the biennial p rogramme budget , the financial re-
port, or any other report or documenta t ion submit ted to the 
Executive Board or the Health Assembly f rom lime to time. 

May 1981 W H A 3 4 / 1 9 8 1 / R E C / 1 , 17 
1 Document EB67 /1981 /REC/1 . p. 156. 


