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Report by the provisional chairman

SUMMARY OF THE FIRST MEETING OF THE
MANAGEMENT AND BUDGET GROUP OF THE COUNCIL (MBG)
Monday, 18 June 2007, at 10.00 hours
Room A, Tower Building

1. Approval of the agenda (Doc MBG-01/1(Rev.3))
The agenda was approved with the addition of an item regarding the new structure of the General Secretariat under AOB. In light of its considerable agenda, the Chairman asked that interventions remain brief in order to complete MBG’s work in one day. 
2  Financial situation
2.1
 Implementation of the 2006-2007 budget (Doc MBG-01/5)
Mr. Sanchez presented a report on the implementation of the 2006-2007 budget. Part I provided information on projected end of year surplus of income over expenditure currently estimated at 10.5m CHF. The amount would be credited to the reserve account. Expenditure at 31 March totaled 189.3m CHF representing 55.8% of the current 2006-2007 budget, i.e. 339.4m CHF. Part II provided an analysis of ITU outputs, including details of direct costs and variance analyses with respect to 2005. With regard to secondary costs allocation, 90% of figures were based on TTS information. Part III provided details of assessed contributions and call for payments. On 31 March 2007, 87% of payments due (225,829 CHF) had been received. Additional information was provided with regard to arrears and special arrears accounts, along with information on ITU special funds. With regard to large variances in a few cases between planned and actual costs for intersectoral outputs, Mr. Sanchez explained that some variances were due to unforeseen activities and that future variances would be reduced through better use of TTS.

With regard to the level of the Reserve Account at the end of the 2006-2007 budgetary exercise, Mr. Sanchez indicated that it was foreseen at 35m CHF.
An updated report on income and expenditure for 2006-2007 will be submitted to C07.
2.2
Budget preparations and options for increasing revenue and reducing expenditure
(Dec 5 (Rev. Antalya, 2006)) (Doc MBG-01/10) 
Mr. Sanchez presented a document with key elements of the draft budget for 2008-2009 which was the result of discussions at CoCo. The draft budget was set at 322.2m CHF, somewhat lower than estimates made at PP-06, i.e. 330.8m CHF. To reach this target and to balance the budget, efficiency measures had been identified, along with cost reductions.  It is also proposed to withdraw 13m CHF from the Reserve account, in accordance with the provisions of Article 27 of the Financial Regulations to balance the budget. Cost reductions reflected in the draft budget included documentation (-4.4m CHF), restructuring in the General Secretariat (-1.6m), and further cost reductions in BR, TSB and BDT. In total, 8.7m CHF had been earmarked, and costs related to free access to ITU-T recommendations taken into account. The Secretary-General recalled that national processes were underway in some Member States to increase their contributions. Any such increases would be taken into account when confirmed and could reduce the amount of withdrawal from the reserve account. In response to a question raised by several representatives, MBG was informed that the estimated level of the reserve account at the end of 2007 would be 35m CHF, i.e. 24.5m at 31.12.06 plus a further deposit of 10.5m CHF due to savings in 2006-2007. The minimum level to be guaranteed was 9.66m CHF, i.e. 3% of the overall budget. Mr.Gracie (Canada) recalled that certain compensatory payments might be required,  pending a C07 decision with regard to the possible write-off of debts affecting satellite operators whose satellite network filings were cancelled due to non-payment, which could lead to further withdrawals from the reserve account. The 3% minimum level disposition had been discussed in the Financial Regulations Group, along with the issue of annual review of income and expenditure and related modifications to provision CV73. Options to address this issue included review and analysis by MBG and/or the Group FinRegs in conjunction with an analysis by ITU management. Mr Gracie (Canada) further referred to #1 of the options for reducing expenditure on the subject of the identification of possible duplication and the centralization of finance and administrative tasks. He specifically mentioned three areas: promotion, editing and delegate registration. Mr. Zhao responded that progress was being made in that area. Mrs. Codirla (Romania) proposed a series of measures to eliminate indirect costs and make better use of TTS and SLAs to allocate costs to outputs. Concerns were expressed with regard to the heavy schedule of meetings for the 2010-2011 period and related expenses, including appropriate coverage level for arrears and special arrears accounts in light of the proposal to reduce the level from 91% to 85% which would result in a transfer of 3.5m CHF from the reserve for debtors account to the reserve account. Information should be provided to Council on measures taken with regard to reduction in documentation (-4.4m CHF) and links to options in Dec 5. A forecasting methodology was also required to provide end of year figures. Mr. Ismail (Malaysia) proposed several measures to improve working capital through improving current processes and instituting best practices with regard to managing overdue accounts and collecting debts. The Secretariat mentioned the possibility of having to raise the upper limit of the contributory unit to 330.000 CHF for the period 2010-2011 to balance the budget. Detailed proposals can be found in Document MBG-01/4, including measures to strengthen policies and procedures of the Union and maintain a supplier base to ensure global procurement. It was agreed that proposals from Malaysia related to RBB would be further reviewed by the secretariat. 
The Chairman thanked Members for their valuable comments and advice.  He reminded MBG that the introduction of RBB, RBM and related TTS and SLA mechanisms was an ongoing process. He encouraged management to continue to study and implement measures already identified in Dec 5.He also stressed the need of continuing to improve management procedures with better use of TTS, better definition of SLA, more clear cost allocations to show real cost of the sectors as well as preparation of forecasts and year-end outlooks.
The Secretary-General encouraged MBG to continue to provide comments and advice.
In addition to the draft budget for 2008-2009, a forecast budget for 2010-2011 will be submitted to C07.

3. Draft Operational Plan of the General Secretariat (Doc MBG-01/7)

Mr. Levin introduced the draft four-year rolling Operational Plan of the General Secretariat for the period 2008‑2011. In light of the new scheduling of Council, the plan also provided detailed information for 2007, as well as on implementation in 2006-mid 2007. In future, the Advisory Groups, as well as MBG, should be able to review the GS operational plan in advance. The Plan, coordinated with the Bureaux to present a harmonized approach for all the Plans, was composed as follows: Part I described the GS mission, strategic objectives, outputs and priorities, including issues related to Res 72 and linking; part II provided information on intersectoral outputs, including expected results and KPIs; finally part III explained the GS support for sectoral and intersectoral outputs. Risk factors were identified for the 2008-11 period.  The secretariat would continue to improve and harmonize the structure and presentation of the plan in collaboration with the Bureaux, since consistency in presentation will facilitate the work of Council in approving the operational plans pursuant to No. 87A of the Convention. Several representatives expressed their satisfaction with the GS Plan and noted that it was consistent with Council’s request in terms of linkage. Mrs Reznikova (Russian Federation) stressed the importance of measuring and calculating KPIs and of clearly explaining all terms. The chairman congratulated the general secretariat on the draft Plan and thanked participants for their contributions.
The plan will be revised to reflect the new structure that will take place in the GS and the presentation further improved to include table numbering and list of abbreviations.

4. Progress report on the implementation of Resolution 1243 (Doc MBG-01/9)
Progress report (Doc MBG-01/9)
A status report was presented by S.Geis. A detailed report had been provided to the Informal meeting of MBG in March (Doc Informal/3 refers). Work continued on procurement, travel management, HR and KPI projects.  Work was underway to develop a simplified set of 8-9 measurable indicators relating to strategic goals. The Secretary-General expressed concern with the rate of progress and indicated that steps would be taken to advance the work so that no further delay be accepted, namely defining the so called fifth project. MBG noted the proposals related to KPIs contained in Document MBG-01/4(Add.1) from Malaysia.
A further progress report will be submitted to C07.

Implementation of Results-based management (Doc MBG-01/3 (Canada))
This contribution proposed a framework for the implementation of RBM (Res 151) which would need to be developed, including dimensions of planning, implementation and monitoring, and reporting. To adapt to ITU circumstances, it was important to keep RBM simple, ensuring consistency and complementarity in programme-wide application, ensuring accountability to deliver results and transparency in terms of unambiguous and easily measurable indicators. Mr. Gracie (Canada) proposed that two initial steps be taken, i.e. 1) clearly defining elements and concepts associated with the RBM approach; 2) undertake an analysis of implementation of RBM in other international organizations to determine how the approach can best be adapted to ITU requirements. The MBG noted the complementarity of RBM and RBB. An evolutionary approach was required, along with the need to fully implement ongoing projects. Mr. Kantchev (Bulgaria) underlined the importance of the simplicity in applying this new approach, thus preventing  the waste of precious working time of  ITU staff. The Secretary-General remarked that staff also required time to understand this new approach. The integration of RBB and RBM would best take effect when more experience had been gained with RBB and KPIs. Mr. Ismail (Malaysia) proposed a staggered approach to integrating systems which would create synergies and allow ITU to fully benefit from these strategies. Mr. Beaird (USA) recalled UNGA resolutions regarding changing UN practices guided by the need to maintain a UN-wide effort on transparency, inter alia, publishing financial reports, procurement contracts, including consultancy awards, reports of auditors, and, in addition, an ethics framework and code with regard to senior officials’ financial statements. Council should be informed how ITU is complying with this UN initiative. 
Measures to strengthen revenue base through cost recovery activities (MBG-01/4 – MLA)
Mr. Ismail (Malaysia) presented the document. The purpose of this input was to propose measures to further generate cost-savings and enhance revenue on cost recovery activities. Measures included further integration of cost recovery activities, proposals to raise revenue from publications, more use of outsourcing, and strengthening the marketing function. Several members of MBG commented on the difficulties linked to outsourcing several of the cost recovery activities, in particular treaty-based activities and SNF. The proposals from Malaysia were noted.
Best practices for cost recover implementation (MBG-01/11 (AUS))
Mr. Ashurst (Australia) presented the document. This document proposed potential steps to improve the efficiency of cost recovery for the delivery of products and services of ITU in line with best practice provisions under Resolution 91 (Antalya, 2006). This approach could well benefit from comparison with approaches used in other organizations and further study of information produced when reviewing GoS recommendations. It was proposed that this issue be brought to a future MBG meeting.

Evaluation of efficiency of ITU organizational transformations (MBG-01/8 (RUS))
Mrs. Reznikova (Russian Federation) presented the document. This paper proposed a methodology and key principles for evaluating alternative versions of organizational structure for the General Secretariat and the Bureaux. Through operational and system efficiency indicators and methods of comparative assessment, ITU should be able to identify the strategic potential of its activities. The Secretary-General extended his gratitude for the spirit of these proposals which were noted.
Continued implementation of Decision 7 (PP-02) (MBG-01/12 (POR))
The document presented by Portugal highlighted the actions taken since the adoption of Decision 7 (PP-02) on the review of management of the Union, in particular it underlined that several consultant studies had been conducted and a number of projects launched, notably with regards to Resolution 1243. In light of the financial difficulties the organizations is experiencing and considering that the reserve account can only provide an immediate solution, it was suggested that the Secretariat further review proposals and issues related to BPR projects and provide information to the next MBG on options and possibilities. MBG took note of this suggestion.
The Deputy Secretary-General suggested that through cost-recovery, non-ITU Sector members could be offered different prices compared to ITU Sector members.
5. Report to Council on the establishment of MBG (MBG-01/2)
The Chairman presented the report on the establishment of MBG which reflected the results of consultations carried out since Antalya, including an informal meeting of MBG in March. 

The MBG report to Council will be revised to include a reference to the participation of Member State observers at Plenary Meetings of MBG. In addition, a draft resolution for approval by Council will be prepared and posted on the MBG website for comment, along with a report to Council providing details of MBG work since PP-06.
6. Proposed new format for C07 (MBG-01/6)
The Deputy Secretary-General presented the concept paper related to the proposed new format for C07. Similar to other organizations, the proposed high-level segment aimed at raising the level of representation at Council to ministerial-level to address policy and strategy issues, and raise the status of ITU in general in the UN system through improved visibility. He hoped that MBG could facilitate the work of Council by addressing more routine administrative and financial matters, leaving time for policy-oriented debate at Council. In principle, several representatives welcomed this timely initiative.  In the view of some representatives, given the transitions taking place, particularly with regard to post WSIS issues demanding senior level attention, the time had come to take an innovative approach. This was an ideal opportunity to further reflect and nurture innovations appropriately to ensure success.

Other representatives considered it too late for the initiatives proposed due to difficulties in having ministers and other senior officials to consider participation in Council 07, due to their heavy agendas.

It was also considered that Council 07 should discuss the Secretary-General’s proposal in terms of its nature, purpose, financial implications, etc., and then decide on the possibility of changing the format of future Council sessions. One last point raised was the heavy agenda of Council 07 as a result of the need of approving budget 2008-2009.

Mr. Riehl , Chairman of Council, noted that this year's Council will be extremely busy with a full agenda and with the need to adopt the biennium budget.
In light of the discussions, it was agreed to advise the General Secretariat that the high level segment at C07 would be scaled down to opening remarks and a half-day session to discuss strategy and that the issue would be reviewed for C08. Mr. Gracie (Canada) reminded MBG that Council’s role and responsibilities were governed by PP. If a new format were to be approved, this would need to be reflected in Council’s RoPs. 
The chairman recalled the decisions of PP insofar as MBG was not a decision-making body. It had been created to provide advice on management and budget issues, and could at best help generate consensus around difficult issues to facilitate the work of Council.
A report will be submitted to C07.

7. Any other business

New structure of the General Secretariat
The Deputy Secretary-General presented the proposed new structure of the General Secretariat. The new structure had been approved in the written consultation of Council Member States that concluded on 15 May.  As of 15 May, 39 official replies had been received and an additional one was received after the deadline. No objections were received. All replies can be found on the Council website. In the document presented to MBG, a few further revisions had been made to reflect comments made by Member States in their replies, but these did not affect the substance of the new situation.
 The new structure would be effective from Wednesday, 20 June and staff would be redeployed in accordance with the Regulations and Rules. Mr. Beaird (USA) recalled CS Art 11, para. 2c) and indicated that in agreeing to the restructuring of the General Secretariat prior to the Council meeting in September, the U.S. did not detract or derogate from Art 11C which states that the Secretary-General is responsible to the Council for all the administrative and financial aspects of the Union's activities. In response to a question raised by B.Gracie (Canada) related to Council Decision 517 on strengthening dialogue between the Secretary-General and the ITU Staff Council, the MBG was informed that the staff and Staff Council had conferred informally on this issue.  Furthermore, Staff Council would be informed before the formal announcement of the new structure.  Once implemented, several representatives felt that an assessment on progress and efficiency of the new structure would be useful. 
While some members expressed concerns related to issues that should be addressed by the September meeting of Council, in particular with regard to details of savings due to the restructuring, the MBG endorsed the proposal to start implementation of the restructuring of the General Secretariat in line with replies received by Council Members. The MBG also noted that the job description for the new D2 posts has to be agreed by the Council.
As MBG is not a decision making body, the chairman stressed the need to respect and follow appropriate procedures and noted the request for further review and analysis by the Council of some issues, namely those requiring Council approval In light of efficiencies to be gained, MBG agreed to move forward with the proposal on the understanding that a complete report would be submitted to discussion and final approval of Council 2007, where applicable.
A report will be submitted to C07.

The chairman closed the meeting and thanked participants for their valuable contributions.
_______

