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Increased insourcing in publication production, particularly for:

     -  CD-Rom and DVD-Rom production

-636

     -  Paper production (black and white as well as colour)

-1,818

Revised working methods for documentation production leading to some significant 

productivity increases

     -  Translation

-942

     -   Typing

-591

     -   Reprography

-1,622

Total efficiency measures for documentation

-3,155

Organizational changes, staff redeployment and other efficiency measures within ITU

-10,720

TOTAL

-16,329

TOTAL BUDGET 2000-2001 AND BUDGET 2002-2003

-31,042
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	Attention is drawn to the following:

- the figures are still to be checked;
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Table of Contents
PART 1: Introduction and key indicators

5-10

1
Foreword by the Secretary-General

6-7


Key indicators

8-10

PART 2: Synthesis

11-25

2
Structure of the budget

12-14

3
The budget preparation process 

14

4
Comparison with 2002-2003 Budget - Expenditure 

14-18

5
Comparison with 2002-2003 Budget - Income

18-21

6
Implementation of decisions and Resolutions of the Plenipotentiary Conference 

21-22

7
Implementation of the recommendations of the Group of Specialists 

22

8
Budget decentralisation process 

23

9
Reserve Account 

23-24

10
Bases for the preparation of the proposed 2004-2005 Budget 

24

11
Budget forecast for 2006-2007

24-25

PART 3: Financial Budget by sector



PART 4: Cost analysis

Annexes

I
Draft resolution



II
Documentation



III
Financial terminology used



IV
Categories of expenditure



V
Unit costs used for the preparation of the 2004-2005 proposed Budget



VI
Budget guidelines



VII
Rates of exchange and inflation for Switzerland in 2003, 2004 and 2005



VIII
Established posts



IX
Work-plan for the implementation of the recommendations of the Group of


 Specialists


X
Budget for the Telecom Secretariat and 


Telecom Events for the Budget 2004-2005 period


PART 1 

INTRODUCTION

PART 1 – INTRODUCTION

1
Foreword by the Secretary-General

1.1
In view of the critical challenges for the Union following the numerous and drastic Decisions and Resolutions of the 2002 Plenipotentiary Conference, I was faced with time constraints in taking the decisions required for preparation of the draft budget 2004-2005. Nonetheless, despite this lack of time and resources, all the concerns and problems expressed during the May session of Council with regard to the draft budget for 2004-2005 have been carefully taken into consideration when preparing this new budget document. The financial framework within which the Union has to operate requires strict and optimum management of the resources available. Preparation of the budget for 2004-2005 is proving complex and difficult because of the severe financial limitations applying to this period.
1.2
I have clearly understood the Members expectations with regards to a much greater transparency in the financial management and processes within the ITU. I have also taken into consideration the needs to have a more responsive and efficient management of the Union so as to better comply with your requirements and better serve our Membership.

1.3
The timeframe to implement and analyse all the decisions, resolutions and recommendation having implications in the preparation of the 2004-2005 budget was a really reduced one. I have strived to take all necessary measures so as to respond to your demands and, for the major part, already started either further feasibility studies and or implementing your decisions.

1.4
This new document will provide you with all information and evolutions of the Union’s expenditure in a more transparent fashion. It sets forth details on areas where concerns and doubts had been expressed during the May Council session. It also indicates how and in which manner your decisions, resolutions and recommendations will be treated and executed.

1.5
The key elements of this preparation have been:

•
The financial constraints arising from the limits set by the Plenipotentiary Conference in Decision 5;

•
The potential reduction and economy measures listed in Decision 6, Marrakech 2002;

•
The other decisions and resolutions of the Marrakech Plenipotentiary Conference;

•
Both the recommendations of the Group of Specialists as well as the recommendations and comments made by Council 03 at its may session;

•
The advices and guidance provided by the Council Oversight Group;

•
The requirement to provide clear, transparent and comprehensible budget proposals;

•
The responsibility to anticipate the future evolution of the telecommunication sector and to adapt the structure of the Union accordingly.

•
The implementation of the programme of activities planned for 2004-2005;

•
The continuation and monitoring of the efficiency measures which have been undertaken and introduced since 2000;

•
The need for the Union to adapt to its members' demands in a constantly evolving environment;

•
The operational planning processes of the three Sectors and the General Secretariat.
•
The need to address clearly the issues and objectives set in the Strategic Plan of the Union 2004-2007.

1.6
In order to work within the strict financial restrictions imposed by the Plenipotentiary Conference (Marrakech, 2002) (PP-02), while at the same time striving to accommodate new demands and other requirements resulting from the Plenipotentiary Conference as well as from the World Radiocommunication Conference and the Radiocommunication Assembly, it has been necessary to continue reviewing existing activities, and moreover the internal processes and flows of the support services, so as to increase efficiency, optimise costs and use resources more flexibly. The efficiency measures undertaken since 2000 are detailed further in this document.

1.7
The underlying financial constraints, namely real decrease of some 9.26% for the forthcoming budget have made it more urgent to improve working methods and efficiency, in order, to the fullest extent possible, to allocate resources to priority activities.

1.8
To create incentives for resource management and optimization, a process of budget decentralization from the General Secretariat to the Sectors was initiated in 2000 and is being pursued. This policy will be continued progressively and enhanced in the forthcoming years. Potential centralised appropriations or services are being considered as candidates for decentralisation to the Sectors. These are fully described further in this document.

1.9
The process of re-engineering the Union's activities is a continuous one, and in light of the financial constraints the Union is operating under, we must be prepared in the future to do more with less, while maintaining the same quality of service. This will oblige us to seek out new opportunities for synergy and to be more creative in our stewardship of the Union's resources.

1.10
The budget as presented in the main tables and graphs below complies with all the objectives and constraints stemming from the Plenipotentiary Conference and the Council.

I request the Council to examine the draft budget and approve the draft resolution presented in Annex 1 to this document.

1.11
Financial budget for 2004-2005

The proposed budget for 2004-2005 amounts to CHF 328,028,000. It is composed as follows:
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(A)

(B)

(C)

(D)

(E)

(F)

(G)

Sector

Budget 2002-2003

Proposed 

Budget       

2004-2005

at 02-03 rates

Amount

Percentage 

F/B

at 04-05 rates

1. General Secretariat

174'022

178'604

7'126

-2'178

-19'089

-10.69%

164'463

2. Radiocommunication 

67'408

68'708

2'334

6'650

-3'406

-4.96%

74'286

3. Telecommunication Standardization

25'386

28'813

1'043

481

-4'542

-15.76%

25'795

4. Telecommunication Development 

64'516

65'883

2'369

-149

-4'619

-7.01%

63'484

Total ITU 

331'332

342'008

12'872

4'804

-31'656

-9.26%

328'028

Real growth                                 

G-(B+C+D)

Cost increase

Programme 

variation

Actual  

2000-2001


Table A

Details of the proposed appropriations by sections and categories of expenditure as well as comparison with the 2000-2001 actual expenditure, the 2002-2003 budget and the expenditure as of 30 June 2003 are given further in this document. Annex 1 to this document, draft budget resolution for 2004-2005, presents the proposed consolidated financial budget for 2004-2005 in tables 1 to 10.

1.12
Comparison between the 2002-2003 budget and the 2004-2005 proposed budget: 
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The variations illustrated by this chart are detailed further in this document.

1.13
The table below shows, on a cost analysis basis, the actual usage of resources among the Sectors with all centralized services as well as the Bureau support services allocated to the relevant activities. The cost analysis of the proposed 2004-2005 budget is detailed further in this document as well as in Part 4 of this document, “cost analysis of the proposed 2004-2005 budget”.

Table B - Activity-based budget allocation for 2004-2005

                                                                         CHF (000)

	
	Actual 2000-2001 
	Budget 2002-2003 
	Proposed Budget 2004-2005 

	General Secretariat
	39,448
	37,470
	21,622

	Radiocommunication Sector
	127,319
	131,048
	141,880

	Telecommunication Standardization Sector
	68,353
	73,389
	68,791

	Telecommunication Development Sector
	96,212
	100,101
	95,735

	Total ITU
	331,332
	342,008
	328,028


The major variations in terms of activity-based budget allocation are mainly due to the two following factors:

· Implementation of reductions and efficiency measures

· Programme variations as detailed below:

General Secretariat:

· No Plenipotentiary Conference foreseen in the 2004-2005 timeframe

· Policy Forum to be funded under extra-budgetary resources

· Reduction in resources allocation for the Telecommunications Strategic Workshops, Telecommunications Case Studies and WEB Policies;`

· Termination of IMT 2000

Radiocommunication Sector:

· Radiocommunication Regional Conference foreseen in 2004 and 2005, including inter-session work; 

· No World Radiocommunication Conference and Radiocommunication Assembly foreseen in the 2004-2005 period;

Telecommunication Standardization Sector:

· World Telecommunication Standardization Assembly foreseen in 2004;

Telecommunication Development Sector:

· Reduced work programme for development activities as compared to the planned activities for 2002-2003;

· No World Telecommunication Development Conference foreseen in 2004-2005;

· Preparatory meetings for the Regional Telecommunication Development Conference during 2004-2005; 

PART 2 

SYNTHESIS

PART 2 – SYNTHESIS

2
Structure of the budget

2.1
In order to respond to concerns expressed by the membership, who have found it difficult in past years to obtain a clear picture of the budget allocations, the budget presentation and structure have been enhanced in the form of a very detailed financial based budget supplemented by a cost analysis of the major activities of the Union.

2.2
The purpose of presenting a clear, detailed and transparent financial structure of the budget as well as the justifications for the level of appropriations made herein at the lowest level, is to demonstrate to our membership the efforts made by the Union to cope with the limited level of resources available, and to visibly identify the areas where efficiencies and economies were achieved. It will also help better understanding the cost analysis of the major activities of the Union and more especially the level of cost allocated from both the Bureaus and the centralised services of the General Secretariat by providing the origin and the breakdown of these allocated costs.

2.3
Based on the financial structure of the budget of the Union that reflects the organisational structure of the ITU, the Part 3 of this document sets forth details on the appropriations proposed for the 2004-2005 timeframe. It is structure as follows:

2.3.1
For each Department, the following information are provided:

-
Summary of the appropriations proposed;


-
Evolution of expenditure by division/service since 2000;


-
Evolution of expenditure by category since 2000;


-
Evolution of staffing level by division/service since 2000, with separation between fixed and variable resources;


-
Detail analysis of the proposed appropriations and evolution since 2000 with separation between the fixed and variable resources and explanations of the major variations;


-
Details relating to documentation regarding the production, in case of a service provider. Annexe 2 to this document provides a summary of the use of the documentation services for 2004-2005;


-
A summary table for each department/bureau with regards to the allocations made to the major activities concerning the cost analysis; The complete cost analysis for 2004-2005 is given in Part 4 of this document;


-
An historical summary table of the efficiency measures implemented since 2000 and proposed for the 2004-2005 timeframe;

2.3.2
For Council, conferences, study group meetings, seminars and other activities, the following information are provided:


-
Summary of the appropriations proposed;


-
Evolution of expenditure by type of expenditure since 2000 when applicable with separation between the fixed and variable resources and explanations of the major variations;


-
Evolution of expenditure by category since 2000;


-
Evolution of staffing level by section since 2000, with separation between fixed and variable resources;


-
An historical summary table of the efficiency measures implemented since 2000 and proposed for the 2004-2005 timeframe when applicable;

-
Details of the use of the documentation services are given in Annexe 2 to this document;

2.4
Part 4 of this document provides the cost analysis for the major activities of the Union for the 2004-2005 timeframe. It provides the following information:

For the major activities:


-
Evolution of the full costs since 2000, with a breakdown between the direct and indirect costs;


-
Details of the planned expenditure and of the documentation costs;


-
Identification of the sources of the reallocated costs by department of the General Secretariat;


-
Details of the reallocated costs by category of expenditure;


-
Details of the drivers used for the reallocation;

Part 4 also provides consolidated tables regarding the cost analysis for 2004-2005 for the intersectoral activities and the activities of the 3 Sectors;

2.5
The sources of information used to extract the financial information provided in this document with regards to the years 2000 to 2003 are:


-
The financial operating reports of the years concerned (C00/… C01/……..) for actual expenditure and income for 2000 and 2001;


-
The budget for 2002-2003 (Document C01/..)


-
The information arising from the accounting system for the actual expenditure and income as of 30 June 2003;


-
The information extracted from the cost accounting system for cost analysis figures for 2000 to 2003;

2.6
This document is supplemented with the following annexes:


-
Annex 1 includes the draft resolution for the budget 2004-2005 as well as the consolidated tables for the financial budget for 2004-2005. It is to be noted that the actual expenditure and income as of 30 June 2003 are given in tables 1, 2, 3, 5, 7 and 9. It is to be note also that the forecast budget for the years 2006-2007 is presented in the same tables in Annex 1 to this document;


-
Annex 2 sets forth details regarding the planned use of the documentation services for the concerned timeframe;


-
Annex 3 to this document provides a concise description of the financial and cost accounting terminology used in this document;


-
Annex 4 to this document gives the relevant information concerning the categories of expenditure;


-
Annex 5 to this document provides the unit costs used for the elaboration of this budget;


-
Annex 6 to this document provides the budget guidelines that were established for the preparation of the first draft budget of the Union for 2004-2005;


-
Annex 7 to this document provides the re-costing bases for the 2004-2005 draft budget preparation;


-
Annex 8 to this document presents the summary table of established posts;


-
Annex 9 to this document gives the proposed work-plan for the implementation of the recommendations of the Group of Specialists.


-
Annex 10 to this document provides the budget for the TELECOM Secretariat and events for the 2004-2005 timeframe.

3 The budget preparation process

3.1
The budget for 2004-2005 has been established using a combined bottom-up and top-down process so as to be able to absorb all new demands and other requirements within a significant reduced financial envelope.

3.2
The bottom-up approach has been undertaken on the bases of the budget guidelines as presented in Annex 6 to this document. Furthermore, the priorities and strategic objectives of the Sectors and the General Secretariat have been taken into consideration when preparing the respective Budget submissions. 

3.3
Once having consolidated the budget submissions, a second step of top-down approach has been initiated, so as to adjust the overall budget to take into consideration:


-
Decision 6 of the Plenipotentiary Conference, Marrakech, 2002;


-
Decision 5 of the Plenipotentiary Conference, Marrakech, 2002;

3.4
During this second step, all potential efficiency measures have been considered, as well as a prioritisation of both activities as well as internal services. Some were discontinued, de-emphasised so as to maintain the budget within the level of resources available while responding to the extent possible to the Members’ expectations and demand.

3.5
 Following Council 03 decision to not approve the 2004-2005 draft Budget, a revision of the budget document has been prepared, considering the elements listed in 1.5) above. The purpose being to provide Council Members with more information and transparency on the proposed resources attributions and level for the concerned timeframe.

4 Comparison with the 2002-2003 Budget - Expenditure

4.1
This section provides the details relating to the comparison between the budget 2002-2003 and the proposed budget for 2004-2005 in terms of expenditure level. It sets forth details on Table A, paragraph 1.11.

4.2
Cost increase (Column C, Table A, Paragraph 1.11)

The cost increase from the budget 2002-2003 and the budget 2004-2005, amounting to CHF(000) 12,872 is composed as follows:

	
	CHF(000)

	Increase in staff costs as compared to the conditions of employment prevailing for the 2002-2003 Budget preparation (The comparison between the unit costs in force for the preparation of the 2004-2005 budget and the 2002-2003 budget are indicated in Annex 6 to this document)
	9,930

	Increase in operational costs (The evolution of the consumer index price is given in Annex 7 to this document)
	2,942

	TOTAL
	12,872


4.3
Programme variation (Column D, Table A, Paragraph 1.11)

The major components of the programme variation, amounting to CHF(000) 4,804, in real terms, as compared to the 2002-2003 budget are:

	
	CHF (000)

	General Secretariat
	

	Provision to be paid into the ICT fund for major IT projects (withdrawn from the Reserve Account for the 2002-2003 Budget)
	1,740

	Reduction in the appropriations attributed to the GMPCs activity due to a significant decrease in the activity level as well as in the related cost recovery income
	-425

	Discontinuation of IMT2000
	-745

	No plenipotentiary Conference foreseen during the 2004-2005 timeframe
	-3,210

	Increased appropriations for the World Summit on the Information Society
	462

	Total General Secretariat
	-2,178

	
	

	Radiocommunication Sector
	

	Regional Radiocommunication Conference, including the 2 sessions conferences, the preparatory work as well as the inter-session work
	8,467

	No World Radiocommunication Conference and Radiocommunication Assembly foreseen in the 2004-2005 timeframe
	-3,053

	Increase work forces for the processing of space notices 
	1,236

	Total Radiocommunication Sector
	6,650

	
	

	Telecommunication Standardization Sector
	

	World Telecommunication Standardization Assembly for 2004
	481

	Total Telecommunication Standardization Sector
	481

	
	

	Telecommunication Development Sector
	

	No World Telecommunication Development Conference foreseen in 2004-2005
	-1,421

	Preparatory meetings for the Regional Telecommunication Development Conference
	1,272

	Total Telecommunication Development Sector
	-149

	
	

	TOTAL
	4,804


4.4
Real growth (Column E, Table A, Paragraph 1.11)


The real growth as indicated in column E of Table A is composed of 3 major components:


-
The increases/decreases for all categories of expenditure (see Financial Regulations, Article 5). Decreases are mainly inspired by the measures as listed in Decision 6, Marrakech, 2002;


-
The efficiency measures, resulting from the review of existing processes, optimisation and flows and reengineering of internal services;


-
The staff costs and other staff costs reduction plan that has become unavoidable due to the significant decrease in the level of resources made available to the Union for the forthcoming financial period.

4.5
The real growth, which corresponds to a real decrease of  -9.26% (See Table A, column F), is broken down as follows:

	
	CHF (000)

	
	

	1 – Increases/decreases
	-952

	2 - Efficiency measures
	-17,609

	3 - Staff and other staff costs reduction
	-13,095

	
	

	Total
	-31,656


4.6
The major increases/decreases included in this draft budget period are the following:

	
	CHF (000)

	ITU-wide reduction for travel 
	-439

	ITU-wide reduction for operational expenses such as purchase of IT-peripherals, furniture, telecommunication costs, office supplies, etc.
	-1,693

	Reduction in provision for fellowships for the ISAP
	-1,679

	Reduction in travel costs for Councillors
	-253

	Increase in operational expenditure, travel and documentation for RRB
	406

	Staff costs increase for staff in Regional offices
	2,706

	
	

	TOTAL ITU
	-952


4.7 The efficiency measures proposed for the 2004-2005 and already included in this draft budget period are the following:

	
	CHF (000)

	Reduced level for the Library
	-253

	Optimisation and efficiencies for Study Group meetings of the three Sectors (optimisation of interpretation, use of electronic media, ..)
	-4,827

	Review of the outsourcing policies for the ITU buildings maintenance as well as contracts renegotiations
	-2,468

	Optimisation and review of the working methods for the production of the publications, as well as for the sales and marketing activities
	-2,254

	Auto-gate in Varembé building
	-204

	Optimisation in the area of reproduction of documents, publications and CD-ROM
	-1,179

	Greater efficiency in the documentation production for translation and typing
	-2,145

	TOTAL ITU
	-17,609


4.8
The staff costs and other staff costs reduction plan proposed for the 2004-2005 and already included in this draft budget period. The details of this plan as well as the proposed accompanying measures are presented in document C03/ZZ. It is to be noted that this plan focuses mainly, and to the greatest extent possible, on freezing positions that will become vacant during the concerned timeframe as well as already existing vacant positions. Nevertheless, in the case of vital and essential positions or functions considered indispensable for the Union, internal redeployment or re-distribution of the inherent tasks will have to be considered through reorganisations or the units concerned when possible. In some very specific cases, the ITU will need to have recurs to external recruitments.

The effects of this reduction plan is broken down as follows among the General Secretariat and the three Bureaus:

	
	CHF (000)

	General Secretariat
	-9,086

	Radiocommunication Bureau
	-1,489

	Telecommunication Standardization Bureau
	-649

	Telecommunication Development Bureau
	-1,871

	TOTAL ITU
	-13,095


The table below provides the efficiency measures already identified and implemented since 2000:
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2004-2007 (for 

the 2004-2005 

period)

Budget           

2002-2003

Proposed 

budget            

2004-2005

Variation as 

compared to 

the 2002-2003 

budget

Variation as 

compared to the 

Financial 

Plan

1 - Member States' contributions

335 13/16

357 11/16

337 13/16

-5.56%

0.60%

2 - Sector Members' contributions

ITU-R

127

120

121 

1/2

1.25%

-4.33%

ITU-T

191 

1/2

206 

1/2

175

-15.25%

-8.62%

ITU-D

32 

5/8

33 

7/8

28 

9/16

-15.68%

-12.45%

Total Sector Members

351 

1/8

360 

3/8

325 

1/16

-9.80%

-7.42%

3 - Associates

ITU-R

10

0

11

N/A

10.00%

ITU-T

50

3

56

1766.67%

12.00%

ITU-D

0

0

0

0.00%

0.00%

Total Associates

60

3

67

2133.33%

11.67%


5 Comparison with the 2002-2003 Budget - Income

5.1
This section provides the details relating to the comparison between the budget 2002-2003 and the proposed budget for 2004-2005 in terms of income. It also sets forth details on the proposed income level for the 2004-2005 timeframe. The income structure is organised as per Article 6 of the Financial Regulations. Table 2 in Annex 1 to this document provides a consolidated view on the planned income for the 2004-2005 period as well as comparative information on past years income level. For the 2004-2005 budget, it is anticipated that the planned income would amount to CHF 329,438,000, i.e. an excess of planned income as compared with the planned expenditure of 
CHF 1,410,000. It is proposed to pay this amount into the Reserve Account.

5.2
Assessed contributions


The assessed contributions are composed of:


1
The contributions from Member States;


2
The contributions from Sector Members;


3
The contributions from Associates;


4
The contributions from Member States in defraying the costs of the Regional Conferences.

The table below provides the comparison between the number of contributory units, for 1 to 3 above, in force for the 2002-2003 Budget and used for preparing the 2004-2005 draft budget:

Table C

[image: image5.wmf]Financial Plan 

2004-2007 (for 

the 2004-2005 

period)

Budget               

2002-2003

Proposed budget 

2004-2005

Variation as 

compared to the 

2002-2003 

budget

Variation as 

compared to the 

Financial Plan

Partial cost recovery

Project support cost income

5,700

9,000

3,085

-65.72%

-45.88%

Sales of publications

25,925

26,400

26,300

-0.38%

1.45%

Telecom

4,561

3,676

3,692

0.44%

-19.05%

GMPCS-MoUs

705

900

150

-83.33%

-78.72%

Processing of space notices

17,000

16,042

17,207

7.26%

1.22%

Total partial cost recovery

53,891

56,018

50,434

-9.97%

-6.41%

Full cost recovery

UIFN

1,740

1,718

1,200

-30.15%

-31.03%

UIPRN/UISCN

300

300

160

-46.67%

-46.67%

Total full cost recovery

2,040

2,018

1,360

-32.61%

-33.33%

TOTAL

55,931

58,036

51,794

-10.76%

-7.40%


As the amount of the contributory unit are the same for all the periods referred to in Table C, the variations in Swiss francs are the same as the ones expressed in number of contributory units.

With regard to Member States’ Contributions, the decrease as compared to the 2002-2003 budget amounts to CHF 13.8 million. Compared to the Financial Plan, we can note an increase of CHF 1.2 million.

Total Sector Members’ contributions have dropped significantly as compared to both last budget and the Financial Plan.

As compared to the 2002-2003 budget, while ITU-R shows an increase in Sector Members’ contributions, the ITU-T and ITU-D are both facing a reduction of some 15%.

As compared to the Financial Plan, all sectors are in reduction, while the reduction appears more limited for the R sector.

Associates contributions are in huge increase as compared to the 2002-2003 budget, mainly with regard to the T Sector. The planned level for 2004-2005 is in line with the estimates made when preparing the Financial Plan for 2004-2005. Nonetheless, due to the small amount of the contributory unit for Associates as compared to the amount of the contributory units for Sector Members, this increase does not offset the decrease in Sector Members’ contributions.

The Member States’ assessed contributions to the Regional Radiocommunication Conference amount to CHF 14,613,000 for the 2004-2005 Budget. This income corresponds to the direct costs of the 2 sessions conference and the respective preparatory meetings, as well as the related preparatory, intersessional and post-conference work. These costs are to be recovered by the contributions from the participating Member States, in accordance with No.159D (Article 28) of the Constitution. These are only estimates and the income will be adjusted according to the actual direct costs of this activity.

5.3
Cost recovery income

The cost recovery income as planned for the 2004-2005 budget amounts to CHF 51,644,000 as against CHF 58,036,000 for the 2002-2003 budget, i.e., a decrease of 10.76%. This decrease is mainly on account of the reduction in project support cost income that diminishes by some CHF 6 million as compared with the 2002-2003 budget.

The cost recovery income results from the implementation of cost recovery in terms of:


-
Partial cost recovery 


-
Full cost recovery

Table D below provides details on the cost recovery income foreseen for the 2004-2005 timeframe as well as comparison with both the 2002-2003 budget as well as the Financial Plan. The figures are expressed in thousands of Swiss francs.

Table D

[image: image6.wmf]1998

1999

2000

2001

2002

Balance as at 1st January

32,494

21,493

38,420

27,037

17,597

Withdrawal to balance the budget

-9,821

-11,383

-3,240

Withdrawal for additional appropriations

-5,010

-2,671

Payment from the former Publications Capital

3,830

Tranfers to the Reserve for Debtors

-9,875

-3,122

Transfer to the Installation and Repatriation Fund

-2,450

Transfer to the Building Maintenance Fund

-4,750

Transfer to the ICT Fund

-3,950

Excess of income over expenditure

29,252

5,053

Balance as at 31st December

21,493

38,420

27,037

17,597

14,357




The planned project support cost income for 2004-2005 amount to CHF 3,085,000 i.e., a decrease of some CHF 6 million as compared to the 2002-2003 budget and a decrease of some CHF 2.6 million as compared to the Financial Plan. This is based on a yearly project delivery of USD 16 million in respect of UNDP and trust funds projects. These project deliveries are expected to generate support-cost income at an average rate of 7 per cent. The exchange rate applied in the calculation is USD 1.0 = CHF 1.39.

The sales of publications remain steady as compared to both the budget 2004-2005 and the Financial Plan.

The cost recovery income for Telecom is based on the assumptions that 60% of the full costs of the services provided to Telecom will have to be recovered. The amount planned for 2004-2005 is comparable to the 2002-2003 budget.

A significant drop is anticipated with regard to the income from GMPCS-MoUs. The income estimates for 2004-2005, amounting to CHF 150,000 are based on the actual income for 2002.

The income estimate for the processing of space notices for 2004-2005 is CHF 17.2 million, i.e., an increase of 7.26% as compared to the budget 2002-2003 and 1.22% as compared with the Financial Plan. In this respect, ITU-R expects to be able to recover all the costs specified by Resolution 88 (Rev. Marrakech, 2002). Currently, ITU charges clients filing satellite networks for advance publication, coordination requests as well as modifications to the plans. It is to be noted that the income estimates included in the financial plan as well as in the 2004-2005 budget are based on Resolution 88 (Rev. Marrakech, 2002). Should the modifications brought to Resolution 88 (Rev. Marrakech, 2002) be not reflected in a modified Decision 482 at Council 2003, the income projections mentioned above would not be achieved and this might result in a significant shortfall of income for the forthcoming budgetary periods. As indicated in Table 2, Annex 1 to this document, the actual income as of 30 June 2003 amount to CHF 16.5 million.

Concerning the activities under full cost recovery, UIFN, UISCN and UIPRN, the income estimates for 2004-2005 are in reduction as compared to both the budget 2002-2003 and the Financial Plan by more than 30%. This decrease is due to a reduction in the demand for these services.

5.4
Income from interest and other income

Income from interest is estimated at CHF 4.8 million for 2004-2005. This is based on a 2 per cent annual interest rate for an average deposit of CHF 120 million.

Other income includes revenue from rental of premises, sales of equipment, credit notes from vendors, cancellation of unliquidated obligations and other miscellaneous items. The estimated income of CHF 3.04 million is based on actual income in past years.

6 Implementation of decisions and Resolutions of the Plenipotentiary Conference

6.1 The Plenipotentiary Conference (Marrakech, 2002) adopted decisions and resolutions which have to be implemented during the time-frame 2004-2007. Some of those decisions and resolutions have financial implications which have prompted ITU to take efficiency and reduction measures so as to keep within the financial limits set for this period. The following table E lists the decisions and resolutions and their respective financial implementations. Figures are expressed in thousands of Swiss francs.

	Table E
	

	Gender mainstreaming in ITU (Resolution 70) 
	372

	Strengthening of the regional presence (Resolution 25)
	813

	World Summit on the Information Society (Resolution 113) 
	597 

and extra-budgetary resources

	Assistance and support to Bosnia and Herzegovina (Resolution 33)
	

	Assistance and support to the Palestinian Authority (Resolution 125)
	

	Assistance and support to the Government of Afghanistan (Resolution 127)
	

	Assistance and support to the Federal Republic of Yugoslavia (Resolution 126)
	

	Use of the six official and working languages of the Union on an equal footing (Resolution 115)
	+3,050*

	Review of the International Telecommunication Regulations (Resolution 121)
	10

	World Telecommunication Policy Forum (Resolution 2)
	Funded by extra-budgetary resources

	Review of the ITU Structure (Resolution 106)
	10

	Improvement to the management and functioning of ITU (Resolution 107)
	10

	Improvement of the functioning of the Coordination Committee (Resolution 108)
	10

	Review and consolidation of provisions regarding observers Resolution 109)
	10

	Review of the contribution of Sector Members (Resolution 110)
	10


*) 
In the medium and longer term, the question of the use of the 6 official and working languages of the Union will, against a background of limited financial resources, have to be tackled in a more general way. Costs relating to the use of languages-translation, typing and interpretation-account for a significant share of the total cost of the Union's activities, with the major part for translation and typing. It was not possible to increase significantly this proportion without prejudicing the overall implementation of ITU activities. Other measures have therefore been envisaged in order to treat all languages on the same footing within the budgetary constraints. These are:

•
Not to translate certain publications into languages for which the costs are disproportionate by comparison with the level of sales;

•
To apply the same planning methods for the six languages, based on the demand;

•
As far as possible, to produce technical documents in just one reference language;

•
To group the resources available for the translating and typing of the Union's six languages and assign them as far as possible in accordance with the respective demand for each of the six languages. To that end, in order to rationalize the treatment of the six official languages, the budgetary planning process will be harmonized by planning for Arabic, Chinese and Russian in terms of the number of pages as for English, French and Spanish, rather than in terms of Swiss francs.

The proposed budget for 2004-2005 has been prepared on these aforementioned foundations. Document C03/XX sets forth details on the measures that are foreseen in the 2004-2005 proposed budget with regard to the Use of the six official and working languages of the Union on an equal footing.

7 Implementation of the recommendations of the Group of Specialists 

7.1
The details relating to the measures and actions undertaken by the ITU secretariat concerning the implementation of the recommendations of the Group of Specialist are given in document C03/XX. Annex 9 provides the work-plan for the implementation of these recommendations.

8 Budget decentralisation process

8.1
A process of budget decentralization, mainly from the General Secretariat to the Sectors, is reflected in this budget proposal. The aim is to provide more flexibility and independence in the budgetary management of the Sectors. This process initiated in the 2000-2001 budget is being continued and enhanced. Further candidates for decentralisation are being considered. The table F below provides the details of the budget decentralisation implemented in the 2004-2005 proposed budget. The figures are expressed in thousands of Swiss francs.

[image: image7.wmf]Budget 2002-2003

CHF (000)

Increased insourcing in publication production, particularly for:

     -  CD-Rom and DVD-Rom production

-636

     -  Paper production (black and white as well as colour)

-1,818

Revised working methods for documentation production leading to some significant 

productivity increases

     -  Translation

-942

     -   Typing

-591

     -   Reprography

-1,622

Total efficiency measures for documentation

-3,155

Organizational changes, staff redeployment and other efficiency measures within ITU

-10,720

TOTAL

-16,329

TOTAL BUDGET 2000-2001 AND BUDGET 2002-2003

-31,042

Table F

9 Reserve Account

9.1
The Table G below presents the evolution of the Reserve Account from 1998 until 2002. Figures are expressed in thousands of Swiss Francs.
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CHF (000)

Increased insourcing in the production of publications, particularly on CD-ROM.

-1,732

Reduction in the volume and costs of documentation:

A significant 

reduction in the volume

 of documentation has been achieved to the 

tune of some 15% by introducing new mechanisms as described in Document C99/15

-2,854

Revising working methods for documentation production has led to some significant 

productivity increases 

-2,372

Appraisal of staff requirements, organizational changes and staff redeployment has 

permited a decrease in costs in the following areas:

- ITU News

-544

- Strategic Planning Section

-310

- Common Services Department

-2,576

- Radiocommunication Bureau and post-conference work

-3,154

- Telecommunication Development Bureau

-1,029

- Others

-142

TOTAL

-14,713

Table G

9.2
It appears that more than CHF 13 million were transferred, during this period, to the Reserve for Debtors. The total amount transferred from the Reserve Account to other Funds during this timeframe amount to CHF 24 million, an equivalent amount to the one withdrawn from the Reserve Account to balance the budgets 1998-99, 2000-2001 and 2002-2003.

10 Bases for the preparation of the proposed 2004-2005 budget

10.1
The unit costs used for the preparation of the proposed 2004-2005 budget are indicated in Annex V to this document.

10.2
The draft budget 2004-2005 is based on:

•
An exchange rate of USD 1.0 = CHF 1.39, i.e. the rate in force on 1 January 2003.

•
The conditions of service prevailing in the United Nations common system on 


1 January 2003.

10.3
A provision based on an annual increase of 0.9% for the general services category of staff has been included in the 2004-2005 budget.

10.4
No provision has been included for staff costs increase for professional and above categories of staff. 

10.5
Provision for anticipated price increases for non-staff expenditure has been included in the 2004-2005 budget on the basis of the report issued by the United Nations Chief Executives Board for Coordination as presented in Annex 5 to this document.

11 Budget forecast for 2006-2007

Table 1,2,3,5,7 and 9 of Annex 1 provide, as preliminary indicative information the budget forecast for the 2006-2007 budget.

This budget forecast has been prepared on the basis of Decision 6, Marrakech, 2002 as well as the submissions from the Departments of the General Secretariat and the Bureaus.

The income forecast for the assessed contributions is based on an amount of the contributory unit of CHF 315,000 for Member States’ contributions and CHF 63,000 for Sector Members’ contributions.

The income forecast relating to cost recovery income is estimated on the basis of the trends and information currently available. The major variations are:

· Increase in project support cost income as all pending projects implementations not executed during the years 2002 to 2005 for numerous factors and geopolitical reasons are expected to be realised during the concerned timeframe.

· Anticipated decrease in cost recovery income for the processing of space notices due to decrease in new filings and settlement of the backlog for coordination requests. It is to be noted that the total cost recovery income foreseen for the period 2004-2007, i.e. CHF 30 million, will be achieved, broken down into CHF 17.2 million for 2004-2005 and CHF 13.5 million for 2006-2007.

On the expenditure side, the major items relating to programme variations as compared to the 2004-2005 proposed budget are:

· Plenipotentiary Conference in 2006;

· World radiocommunication Conference and Radiocommunication Assembly in 2007;

· No world Telecommunication Standardization Assembly in 2006-2007;

· No Regional Telecommunication Development Conference in 2006-2007;

· World Telecommunication Development Conference in the 2006-2007 period.

Concerning the continuation of the efforts relating to efficiency and economy measures as well as staffing level reductions, it appears from the 2006-2007 budget forecast that the efforts will be requested mainly from the Radiocommunication Sector and to a lesser extent from the General Secretariat and the Telecommunication Standardization Sector. Concerning the Telecommunication Development Sector, no further reductions, efficiencies measures or staffing level reductions are foreseen for the 2006-2007 period.
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Balance as at 1st January

32,494
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Withdrawal to balance the budget

-9,821

-11,383

-3,240

Withdrawal for additional appropriations

-5,010

-2,671

Payment from the former Publications Capital

3,830

Tranfers to the Reserve for Debtors

-9,875

-3,122

Transfer to the Installation and Repatriation Fund

-2,450

Transfer to the Building Maintenance Fund

-4,750

Transfer to the ICT Fund

-3,950

Excess of income over expenditure

29,252

5,053

Balance as at 31st December

21,493

38,420

27,037

17,597

14,357
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2004-2007 (for 

the 2004-2005 

period)

Budget           

2002-2003

Proposed 

budget            

2004-2005

Variation as 

compared to 

the 2002-2003 

budget

Variation as 

compared to the 

Financial 

Plan

1 - Member States' contributions

335 13/16

357 11/16

337 13/16

-5.56%

0.60%

2 - Sector Members' contributions

ITU-R

127

120

121 

1/2

1.25%

-4.33%

ITU-T

191 

1/2

206 

1/2

175

-15.25%

-8.62%

ITU-D

32 

5/8

33 

7/8

28 

9/16

-15.68%

-12.45%

Total Sector Members

351 

1/8

360 

3/8

325 

1/16

-9.80%

-7.42%

3 - Associates

ITU-R

10

0

11

N/A

10.00%

ITU-T

50

3

56

1766.67%

12.00%

ITU-D

0

0

0

0.00%

0.00%

Total Associates

60

3

67

2133.33%

11.67%
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CHF (000)

Increased insourcing in the production of publications, particularly on CD-ROM.

-1,732

Reduction in the volume and costs of documentation:

A significant 

reduction in the volume

 of documentation has been achieved to the 

tune of some 15% by introducing new mechanisms as described in Document C99/15

-2,854

Revising working methods for documentation production has led to some significant 

productivity increases 

-2,372

Appraisal of staff requirements, organizational changes and staff redeployment has 

permited a decrease in costs in the following areas:

- ITU News

-544

- Strategic Planning Section

-310

- Common Services Department

-2,576

- Radiocommunication Bureau and post-conference work

-3,154

- Telecommunication Development Bureau

-1,029

- Others

-142

TOTAL

-14,713
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2004-2007 (for 

the 2004-2005 

period)

Budget               

2002-2003

Proposed budget 

2004-2005

Variation as 

compared to the 

2002-2003 

budget

Variation as 

compared to the 

Financial Plan

Partial cost recovery

Project support cost income

5,700

9,000

3,085

-65.72%

-45.88%

Sales of publications

25,925

26,400

26,300

-0.38%

1.45%

Telecom

4,561

3,676

3,692

0.44%

-19.05%

GMPCS-MoUs

705

900

150

-83.33%

-78.72%

Processing of space notices

17,000

16,042

17,207

7.26%

1.22%

Total partial cost recovery

53,891

56,018

50,434

-9.97%

-6.41%

Full cost recovery

UIFN

1,740

1,718

1,200

-30.15%

-31.03%

UIPRN/UISCN

300

300

160

-46.67%

-46.67%

Total full cost recovery

2,040

2,018

1,360

-32.61%

-33.33%

TOTAL

55,931

58,036

51,794

-10.76%

-7.40%
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ITU-R

ITU-T

ITU-D

Total

Documentation

-2 313

 823

1 035

 455

 0

Professional Training

- 346

 153

 20

 173

 0

IT peripherals

- 865

 240

 25

 600

 0

Furniture, rental of photocopiers

- 556

 176

 68

 312

 0

Telecommunication charges

-1 206

 162

 136

 908

 0

Postal charges

- 223

 81

 34

 108

 0

TOTAL

-5 509

1 635

1 318

2 556

 0



* Variable appropriations are decentralized to the sectors for the production of documents (translation and typing for EFS languages)
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Cost recovery

		

				Financial Plan 2004-2007 (for the 2004-2005 period)		Budget               2002-2003		Proposed budget 2004-2005		Variation as compared to the 2002-2003 budget		Variation as compared to the Financial Plan

		Partial cost recovery

		Project support cost income		5,700		9,000		3,085		-65.72%		-45.88%

		Sales of publications		25,925		26,400		26,300		-0.38%		1.45%

		Telecom		4,561		3,676		3,692		0.44%		-19.05%

		GMPCS-MoUs		705		900		150		-83.33%		-78.72%

		Processing of space notices		17,000		16,042		17,207		7.26%		1.22%

		Total partial cost recovery		53,891		56,018		50,434		-9.97%		-6.41%

		Full cost recovery

		UIFN		1,740		1,718		1,200		-30.15%		-31.03%

		UIPRN/UISCN		300		300		160		-46.67%		-46.67%

		Total full cost recovery		2,040		2,018		1,360		-32.61%		-33.33%

		TOTAL		55,931		58,036		51,794		-10.76%		-7.40%





Units

		

				Financial Plan 2004-2007 (for the 2004-2005 period)		Budget 2002-2003		Proposed budget 2004-2005		Variation as compared to the 2002-2003 budget		Variation as compared to the Financial Plan

		1 - Member States' contributions		335 13/16		357 11/16		337 13/16		-5.56%		0.60%

		2- Sector Members' contributions

		ITU-R		127		120		121 1/2		1.25%		-4.33%

		ITU-T		191 1/2		206 1/2		175		-15.25%		-8.62%

		ITU-D		32 5/8		33 7/8		28 9/16		-15.68%		-12.45%

		Total Sector Members		351 1/8		360 3/8		325 1/16		-9.80%		-7.42%

		3 - Associates

		ITU-R		10		0		11		N/A		10.00%

		ITU-T		50		3		56		1766.67%		12.00%

		ITU-D		0		0		0		0.00%		0.00%

		Total Associates		60		3		67		2133.33%		11.67%
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Sheet1

		

				1998		1999		2000		2001		2002

		Balance as at 1st January		32,494		21,493		38,420		27,037		17,597

		Withdrawal to balance the budget		-9,821				-11,383				-3,240

		Withdrawal for additional appropriations		-5,010						-2,671

		Payment from the former Publications Capital		3,830

		Tranfers to the Reserve for Debtors				-9,875				-3,122				-12,997

		Transfer to the Installation and Repatriation Fund				-2,450								-2,450

		Transfer to the Building Maintenance Fund								-4,750				-4,750

		Transfer to the ICT Fund								-3,950				-3,950		-24,147

		Excess of income over expenditure				29,252				5,053

		Balance as at 31st December		21,493		38,420		27,037		17,597		14,357

		* Y compris les activités du recouvrement des coûts selon la Résolution 91 de la PP98 de Minneapolis
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Sheet1

		Implementation of efficiency measures since 2000

		Budget 2000-2001		CHF (000)

		Increased insourcing in the production of publications, particularly on CD-ROM.		-1,732

		Reduction in the volume and costs of documentation:

		A significant reduction in the volume of documentation has been achieved to the tune of some 15% by introducing new mechanisms as described in Document C99/15		-2,854

		Revising working methods for documentation production has led to some significant productivity increases		-2,372

		Appraisal of staff requirements, organizational changes and staff redeployment has permited a decrease in costs in the following areas:

		- ITU News		-544

		- Strategic Planning Section		-310

		- Common Services Department		-2,576

		- Radiocommunication Bureau and post-conference work		-3,154

		- Telecommunication Development Bureau		-1,029

		- Others		-142

		TOTAL		-14,713

		Budget 2002-2003		CHF (000)

		Increased insourcing in publication production, particularly for:

		     -  CD-Rom and DVD-Rom production		636

		     -  Paper production (black and white as well as colour)		1,818

		Revised working methods for documentation production leading to some significant productivity increases

		     -  Translation		942

		     -   Typing		591

		     -   Reprography		1,622

		Total efficiency measures for documentation		3,155

		Organizational changes, staff redeployment and other efficiency measures within ITU		10,720

		TOTAL		16,329

		TOTAL BUDGET 2000-2001 AND BUDGET 2002-2003		1,616
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Cost recovery

				CHF (000)						%

				Financial Plan 2004-2007 (for the 2004-2005 period)		Budget 2002-2003		Proposed budget 2004-2005		Variation as compared to the 2002-2003 budget		Variation as compared to the Financial Plan

		Partial cost recovery

		Project support cost income		5,700		9,000		3,085		-65.72%		-45.88%

		Sales of publications		25,925		26,400		26,300		-0.38%		1.45%

		Telecom		4,561		3,676		3,692		0.44%		-19.05%

		GMPCS-MoUs		705		900		150		-83.33%		-78.72%

		Processing of space notices		17,000		16,042		17,207		7.26%		1.22%

		Total partial cost recovery		53,891		56,018		50,434		-9.97%		-6.41%

		Full cost recovery

		UIFN		1,740		1,718		1,200		-30.15%		-31.03%

		UIPRN/UISCN		300		300		160		-46.67%		-46.67%

		Total full cost recovery		2,040		2,018		1,360		-32.61%		-33.33%

		TOTAL		55,931		58,036		51,794		-10.76%		-7.40%





Units

		

				Financial Plan 2004-2007 (for the 2004-2005 period)		Budget           2002-2003		Proposed budget            2004-2005		Variation as compared to the 2002-2003 budget		Variation as compared to the Financial Plan

		1 - Member States' contributions		335 13/16		357 11/16		337 13/16		-5.56%		0.60%

		2 - Sector Members' contributions

		ITU-R		127		120		121 1/2		1.25%		-4.33%

		ITU-T		191 1/2		206 1/2		175		-15.25%		-8.62%

		ITU-D		32 5/8		33 7/8		28 9/16		-15.68%		-12.45%

		Total Sector Members		351 1/8		360 3/8		325 1/16		-9.80%		-7.42%

		3 - Associates

		ITU-R		10		0		11		N/A		10.00%

		ITU-T		50		3		56		1766.67%		12.00%

		ITU-D		0		0		0		0.00%		0.00%

		Total Associates		60		3		67		2133.33%		11.67%
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Sheet1

		Implementation of efficiency measures since 2000

		Budget 2000-2001		CHF (000)

		Increased insourcing in the production of publications, particularly on CD-ROM.		-1,732

		Reduction in the volume and costs of documentation:

				-2,854

				-2,372

		Appraisal of staff requirements, organizational changes and staff redeployment has permited a decrease in costs in the following areas:

		- ITU News		-544

		- Strategic Planning Section		-310

		- Common Services Department		-2,576

		- Radiocommunication Bureau and post-conference work		-3,154

		- Telecommunication Development Bureau		-1,029

		- Others		-142

		TOTAL		-14,713

		Budget 2002-2003		CHF (000)

		Increased insourcing in publication production, particularly for:

		     -  CD-Rom and DVD-Rom production		-636

		     -  Paper production (black and white as well as colour)		-1,818

		Revised working methods for documentation production leading to some significant productivity increases

		     -  Translation		-942

		     -   Typing		-591

		     -   Reprography		-1,622

		Total efficiency measures for documentation		-3,155

		Organizational changes, staff redeployment and other efficiency measures within ITU		-10,720

		TOTAL		-16,329

		TOTAL BUDGET 2000-2001 AND BUDGET 2002-2003		-31,042
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