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Implementation of the Cost Reduction Programme

This document details the Cost Reduction Plan included in  the 2004-2005 proposed budget. It has also been established to satisfy the requirements of the Decision 6 (Marrakesh, 2002), which “instructs the Secretary-General, with the assistance of the Coordination Committee to elaborate a cost reduction programme”. It has been prepared within the framework of the Financial Plan and Strategic Plan for the period 2004-07 to take into account the financial implications of the implementation of decisions and resolutions adopted by the Plenipotentiary Conference (Marrakesh, 2002).

This document does not yet reflect the implementation of the near-term recommendations made by the GoS that are being studied and analysed and will be reflected in the revised budget program for the fall session of the 2003 Council.

The purpose of this plan is to present an analysis of the reductions that have been necessary to balance the 2004-2005 proposed budget, taking into consideration the financial constraints set by Decision 5 (Marrakesh, 2002), concerning the level of the contributory unit for the years 2004-05 (which shall not exceed CHF 315 000) and by Decision 6 (Marrakesh, 2002). 

It reflects the considerable effort made by the Union to meet the requirements of Decision 6 and to strive to reduce its costs and improve its productivity to the greatest possible extent. Such a policy is reaching its limits and any further reduction in ITU resources would have to be accompanied with a corresponding reduction in its work programme or activity level.

This document also takes into consideration the financial implications of the recommendations made by the Council Oversight Group presented in Resolution 1210 (Document C03/87) and should be considered in conjunction with the staff reduction plan. Staff reductions in the present document are provided in work/months. The staff reduction plan presented in PSC Document 823/4 provides estimated staff reductions in both work/months and corresponding approximate number of posts.

It should be noted that all figures indicated in this document are expressed in real terms (reference is made to document C03/EP12). This means that the effects of the cost increase (inflation/price index variations, variations of the foreign exchange of the US$ as compared with the Swiss francs, variations of the conditions of employment of the UN common system as compared with the conditions prevailing for the 2002-2003 approved budget) and the programme variations have been isolated in order to identify the real effort made by ITU to reduce its costs.

The total decrease in real terms for the overall ITU amounts to CHF 31,6 million, i.e. – 9,3% compared with the 2002-2003 approved budget (see tables in Annex). This reduction breakdown is as follows:

1. Staff and other costs: reduction of CHF 14,8 million (i.e. a reduction of 5,7 %)

2. Travel on duty costs: reduction of CHF 2,6 million

3. Contractual services: reduction of CHF 9,1 million

4. Rental, maintenance, acquisition of premises and equipment, materials and supplies, public and internal service utilities: reduction of CHF 5,6 million

These reductions are partially offset by an increase in audit and inter-agency fees, which represents a real growth of CHF 0,5 million.

The staff reductions presented below for the General Secretariat and the three sectors, are largely based on the application of the following measures:

· Recruitment freeze,

· Natural attrition (retirement, possible pre-retirement, voluntary departures-resignation),

· Non renewal of short term contracts and fixed-term appointments,

· Internal redeployment of staff to guarantee a better use of the existing resources and the optimization of the resources allocation among the activities of the Union,

· Increased  use of part-time contracts,

· Improvement of the management of overtime,

· Encouragement of leave without pay.

The application of the above mentioned measures leads to a total reduction of some 10% in the number of funded work-months in the 2004-2005 proposed budget as compared to the 2002-2003 approved budget. 
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The table below provides the detail of these reductions by grade for the ITU.
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Annexes A to F provide the detailed comparison between the 2004-2005 proposed budget and the 2002-2003 approved budget, by category of expenditure. Details of the real growth are given further in paragraphs 1 to 4 of this document.

1. General Secretariat

The total decrease in real terms for the General Secretariat amounts to CHF 19 million, which represents a decrease of some 10,7 % as compared to the 2002-03 approved budget (See table C in Annex). 

Details concerning the level and the reasons of these reductions are explained below.

· Staff reduction: This reduction in staff amounts in terms of real growth to CHF 10.5 million which represents a decrease of 7.9 % compared with the 2002-2003 approved budget.

With regard to reductions in terms of work-months, the table below shows a 12 % reduction in the number of funded work-months in the 2004-2005 proposed budget as compared to the 2002-2003 approved budget.

Further details are given in PSC Document[image: image3.wmf]Post Grade
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 823/4 with regard to the staff reduction plan.

It is to be noted that a first step has already been made to satisfy Recommendation 8 point 4 of the COG by reducing the number of staff in the Library Service through the reduction of the opening hours of this service.

· The discontinuation of payment of travel and per diem to councilors from developed countries leads to a reduction of CHF 0.26 million representing a decrease of 24.9% for the 2 sessions of the Council in 2004 and 2005.

· The abolition of Summary Records (except for plenary meetings of treaty-making conferences and RRB) represents a reduction of CHF 0.13 million for the Council (see Document C03/DT/7).

· Implementation of “Print on demand” techniques for Recommendations and other reductions in the publications production area:  a global reduction has been included in the proposed budget for 2004-2005 for an amount of CHF 0.9 million. This reduction will be achieved through the implementation of numerous measures, of which the “print on demand” one, which may require significant investment, is still under detailed consideration. The limitation of print runs, as well as the reduction of stock and stock management costs, are also considered.

· The application of United Nations practice on travel rules and the reduction in travel expenditure on official missions by headquarters staff has conducted to a total reduction of CHF 0.5 million for the General Secretariat. This corresponds to a general reduction of some 20% among the ITU.

· No allocation of regular budget resources has been forecasted for the Policy Forum as compared to the  2002-2003 approved budget. (Reduction of CHF 0.14 million).

Implementation of additional reduction measures to cope with the budgetary constraints of Decision 6 (Marrakesh, 2002) 
· Reduction of contractual services, which represents an amount of CHF 3.8 million. This reduction is mainly due to the rationalization of external contracts, better use of internal competencies and existing staff. The reduction of cost in outsourcing of contractual services will also be made through regular evaluation and periodical calls for bids. This concerns mainly:  

· Reduction in the use of consultants for IT projects for an amount of CHF 0.5 million

· Reduction in external training for CHF 0.1 million

· Reduction in marketing studies for CHF 0.3 million

· Reduction in outsourcing for translation in Chinese and Russian due to an increased internal capacity for the translation in these languages for an amount of CHF 2.6 million

· Reduction in external consultancy for the implementation of the telecommunication case studies and the strategic planning workshops for an amount of CHF 0.3 million.

· Reduction of building maintenance and cleaning as well as reduction in rental of reprography equipments and copiers, which amounts to CHF 1.5 million (renegotiation of contracts). This reduction is composed as follows:

· Optimization of the use of reprography equipment for an amount of CHF 0.3 million

· Reduction of the provision paid for the maintenance of the buildings for an amount of CHF 0.5 million

· Reduction in expenditure relating to ongoing maintenance of the buildings for an amount of CHF 0.7 million, such as office cleaning, office renovation, renegotiation of insurance contracts, …

· Reduction of material and supplies, which amounts to CHF 0.5 million. This reduction primarily relates to the implementation of efficiency measures in paper usage (reduction in printing meeting documents, discontinuation of summary records except for Plenary meetings of treaty-making conferences and RBB), use of recycled paper as in the other international organizations, limitation of printing e-mails and other information received online.

· Reduction of acquisition of premises, furniture and equipment, which amounts to CHF 1.7 million. This is mainly on account of:

· Reduction in major investments for central IT equipment (servers) for an amount of CHF 1 million

· Across the board reduction in IT peripherals and furniture replacement for an amount of CHF 0.7 million.

· Reduction of public and internal service utilities, which amounts to CHF 0.7 million. This reduction is mainly due to the rationalization of the use of central telecommunication services and electricity as well as better use of other public services (postal services). This reduction is broken down as follows:

· Reduction in central telecommunication charges for an amount of CHF 0.4 million, on account of rationalization of IT remote services as well as renegotiation with the service supplier

· Reduction in the electricity costs for an amount of CHF 0.2 million

· Reduction in postage costs for an amount of CHF 0.1 million

2. Radiocommunication Sector

· The total real decrease for the  Radiocommunication Sector amounts to CHF 3.4 million i.e –5% compared with the 2002-2003 approved budget (see Table D in Annex).

· To achieve the required reductions, the 2004-2005 draft budget of the Radiocommunication Sector has been prepared based mainly on staff reduction which amounts to CHF 2.2 million representing a decrease of 3.6% in real terms. This reduction represents a reduction of 6% in terms of work months. This reduction is mainly due to a substantial reduction in the level of human resources for the Bureau mainly outside cost recovery activities through the rationalization of the processes and flows involved in the implementation of the activities of the sector. Most of the positions currently vacant or to become vacant during the concerned timeframe will not be funded for the 2004-2005 period. Internal redeployment procedures will be implemented during these years so as to fill the crucial positions in the light of the priorities of the ITU-R Sector. 
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· Other reductions have been achieved in the Bureau operating expenses, of which:

· CHF 0.1 million reduction in travel costs

· CHF 0.1 million reduction in contractual services as well as in office supplies and other operating expenditure

· A significant reduction has been achieved in the planned expenditure for the Study Group Meetings achieved through the implementation of innovative and more efficient working methods as well as the optimization of the use of interpretation of Study Group Meetings based on real needs and required languages. These reductions are as follows:

· Reduction in interpretation services for an amount of CHF 0.9 million

· Decrease in postage costs due to reduction of dispatched documents prior to meetings for an amount of CHF 0.3 million

· Reduction in rental costs and office supplies for an amount of CHF 0.1 million

· With regard to seminars, a reduction of CHF 0.2 million is expected for the forthcoming budgetary period, on account of reduction in travel and fellowships costs.

3. Standardization Telecommunication Sector

· The real reduction for the ITU-T sector as compared to the 2002-2003 approved budget amounts to CHF 4.5 million. It is composed as follows:

· Study group meetings : a reduction of CHF 3.3 million, composed of:

· Reduced work program leading to a reduction in terms of variable costs of the documentation and interpretation for an amount of CHF 2.8 million

· Reduction in postal costs for an amount of CHF 0.6 million due to new working methods and increased use of electronic media

· Increase in other operating expenditure for an amount of CHF 0.1 million

· Reduction in the TSAG in terms of interpretation and documentation for an amount of CHF 0.2 million

· Reduction in travel costs for seminars for an amount of CHF 0.1 million

· Bureau, for a total reduction of CHF 0.9 million due to:

· Reduction in staff costs for an amount of CHF 0.65 million

· Reduction in operating expenditure of which office supplies, telecommunication charges, furniture and IT peripherals for an amount of CHF 0.25 million

· Staff Reduction: The reduction in the level of human resources through efficiency measures represents in terms of w/m a decrease of 10% in comparison with the 2002-2003 Budget.
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4. Telecommunication Development Sector

· The impact of the reductions in the activities of the BDT Sections 3 to 7 of a total amount of CHF 5.179 is mitigated by the updating of standard costs of the staff as well as the increase of the communication costs in the field. The final amount in real terms of the reductions in the draft budget for the BDT is CHF 4.6 million equivalent to 7% (see Table F in Annex).

· The major reductions are:

-
Reduction in the telecommunication development activities and programmes for an amount of CHF 5.2 million, due to a reduced activity programme for the concerned timeframe. This reduction is composed as follows:

-
Reduction of CHF 1.7 million in travel and fellowships costs

-
Reduction in contractual services and experts assistance for an amount of CHF 4.8 million

-
Increase in support staff for an amount of CHF 0.9 million

-
Increase in other operating expenditure for an amount of CHF 0.4 million

-
Reduction in study group meetings, both in terms of interpretation and documentation variable costs for an amount of CHF 0.2 million

-
Increase in the Bureau costs for an amount of CHF 0.8 million composed of CHF 0.6 million increase in staff costs and CHF 0.2 million in other operating expenditure.

· Staff Reduction : The number of work/months used to establish an equivalence between the field and headquarters, which represents the basis used to determine average costs, has been updated for 2004-2005, resulting in an increase in work/months and a corresponding increase in staff costs.

Example : Basis used to establish the budget for Yaounde field office

	Cost of 1 P5 in Yaounde
	Equivalent cost in Geneva

	
	Approved budget 2002-2003
	Draft budget 2004-2005

	12 W/M
	8 W/M
	11.5 W/M
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*) The 2002-2003 approved budget has been revised, taking into account the new correspondence between

     salaries of people working on the field and those working in Geneva.
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