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Income from programme support costs and its use 

As requested by the joint meeting of the Programme Development Committee and the 
Administration, Budget and Finance Committee on 10 January 1997, this paper provides a short 
briefing on the subject of income from programme support costs and its use. It should be read 
in conjunction with documents PB/98-99 and EB99/INF.DOC./8. 

BACKGROUND 

1. The implementation of any programme activity requires technical support (secretarial assistance, 
professional staff services, duty travel, contractual services, etc.) and administrative support and services, the 
costs of which are defined as programme support costs (in other organizations and companies they may be called 
"overhead costs", "administrative and operational service costs", or "operational overheads"). 

2. The history of programme support costs related to WHO's extrabudgetary activities dates back to 1966， 
when the Special Account for Servicing Costs (fund code AS, therefore sometimes referred to as AS funds) was 
established in order to enable these funds to be handled in one account and to provide the Director-General the 
necessary flexibility in their use. In May 1981 the Health Assembly adopted resolution WHA34.17, stipulating 
that, as from 1982，a standard rate of 13% would be applied to cover the costs of technical and nontechnical 
support and services for expenditures incurred under all extrabudgetary sources of funds. The Health Assembly 
acknowledged that this would provide only partial reimbursement of the support costs actually incurred, 
implicitly recognizing that, in a spirit of partnership and cost-sharing, the regular budget would have to meet 
the balance of the costs incurred. (At that time, the reimbursement rate required to meet fully all costs of support 
was determined to be 27.4% of extrabudgetary expenditures, meaning that 14.4% was to be supported by the 
regular budget.) 



EB99/INF.DOC./11 

3. The support and services provided include a range of costs which for practical reasons cannot be charged 
to the individual extrabudgetary activities on the basis of actual cost. Experience has shown that it would be not 
only too costly but also excessively bureaucratic to maintain a system of cost accounting which, in fact, would 
achieve no better results overall than the present system based on a fixed percentage. In any event, 
reimbursements will be significantly below actual requirements. For this reason, the United Nations system, 
in common with other public and private entities, in many cases applies charges for support costs on a 
percentage basis. 

4. A study was carried out in WHO in 1990 by an independent firm of consultants to update a study made 
in the early 1970s. As a result, it was determined that the cost of technical and nontechnical support to activities 
funded from extrabudgetary sources was 35.5%. This meant that, in light of the 13% reimbursement rate, some 
22.5% remained to be supported by the regular budget. 

5. The Executive Board reviewed the question of programme support costs in 1993 and 1995 and decided 
to maintain for the time being the 13% programme support cost rate.1 

USE OF INCOME FROM PROGRAMME SUPPORT COSTS 

6. As a result of resolution WHA34.17，the Director-General has used income from programme support costs 
with discretion and flexibility where he determines that the greatest need exists. 

7. In line with WHO's prudent financial management practice, programme support costs earned in one 
financial period are released for use in the subsequent period. This allows inter alia the Director-General to 
extend staff contracts and to meet other long-term commitments. 

8. The general guidelines on use of these funds to meet the cost of backstopping or servicing extrabudgetary 
activities in the regional offices and at headquarters are reproduced below, the ultimate objective being to 
facilitate the smooth implementation of programme delivery: 

• financing fixed-term staff in technical and administrative programmes required to support the 
implementation of activities; 

• financing temporary staff, duty travel and various administrative, informatics and common services 
expenditures; 

• other related activities in technical and nontechnical programmes that may have to be considered on 
a case-by-case basis. 

This practice is moreover well in line with that followed, to varying degrees, by most organizations in the 
United Nations system. From a 1994 survey, the results were as follows: 

See documents EB91/1993/REC/2, pp. 169-171，and EB95/18. 
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Use of programme support income 

United Nations 

ILO 

F A O 

U N E S C O 

World Bank 

UNICEF 

UNIDO 

Support to technical 
programmes 

% 

50 

42 

36 

40 

60 

44 

Support to administrative 
programmes 

% 

50 

58 

64 

60 

40 

100 

56 

W H O (1998-1999) 42 58 

W H O (1996-1997) 49 51 

W H O (1994-1995) 50 50 

The use of such funds in this manner by W H O has been acknowledged and appreciated by Member States since 
it reduces their collective financial commitment to the Organization in respect of the regular budget. 

9. Due to the fact that a major part of the backstopping and servicing provided to extrabudgetary programmes 
is of a nontechnical nature, just over half of the income from programme support costs is used for administrative 
services support. This allows the regular budget in the regions and at headquarters to be used, to the maximum 
extent possible, for technical activities. Nevertheless, it must be added that, in terms of staff time, handling 
extrabudgetary funds takes a significant amount of administrative resources compared with that devoted to the 
regular budget. 

10. Over the past few years, the balance under the Special Account for Servicing Costs has increased, partly 
because of increased earnings and prudence in the use of funds. In his proposed programme budget for 1998-
1999, the Director-General has therefore planned an increase in the use of these funds. This has enabled the 
administrative services to be reduced in the regular budget provision to below the 1996-1997 level. (This is 
referred to in the box on page 183 of document PB/98-99, and details are given in Table 9 of document PB/98-99 
and Table 4 of document EB99/INF.DOC./1, pp. 22-23). However, the overall increase for administrative 
services is still well below that actually justified by inflation and exchange rate movements since 1994-1995, 
which has meant that contingency measures and efficiencies have had to be introduced at all levels of the 
Organization to absorb costs. 


