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COSTS OF AKMINISTERING GRANT FUNDS

The XX Pan American Sanitary Conference (1978) resolved in
Resolution XXXII:

"1. To approve the general policy established by the Director
that the full cost of the technical and administrative services

and support for the efficient and effective implementation by
PAHO of programs/projects financed from extrabudgetary funds

should, as far as possible, be financed from such funds.

2. To authorize the Director, whenever appropriate, to charge

against the amount of funds provided for extrabudgetary

activities whatever percentage may be required in each case to

defray the costs of administering those funds.

3. To request the Director to continue studying the matter

and to report on it to the Meeting of the Executive Committee in

June/July 1979."

Matters concerning extrabudgetary activities, in particular Trust

Fund Projects and Program Support Costs (PSC), have been kept under close

scrutinization by the Administration. Detailed cost measurement data

covering all expenditures incurred by PAHO for administering

extrabudgetary funds would require the installation of an extensive cost

accounting system. Neither PAHO/WHO nor other UN agencies have such

detailed cost accounting systems. A detailed cost measurement study was

undertaken by the UN agencies in the early 1970's, but this was later

abandoned. Program Support Costs rates for the UN agencies are still

under study. The Intergovernmental Working Group on Support Costs of the

UN DP Governing Council could not reach an agreement on this matter at its

meeting in January 1979 and will consider it immediately prior to the
June 1979 session of the U NDP Governing Council. In addition, this

Intergovernmental Working Group is considering the question of seeking

ways and means of instituting adequate arrangements and accounting sys-

tems in the United Nations designed to generate cost data which would

give a clear picture of actual support costs arising in respect of tech-

nical cooperation activities. WHO's collaboration with the United Na-

tions on developments pertaining to Program Support Costs was reported to
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the Thirty-second World Health Assembly in May 1979 under provisional

agenda item 3.10.1.

PAHO has continued to use the guidelines and principles outlined

in Document CSP20/19, submitted to and approved by the X× Pan American

Sanitary Conference, to determine the Organization's rate for Program

Support Costs. The current 'PAHO Program Support Costs rate is 31.5 per

cent of project direct costs.

A new agreement concerning administrative matters was signed with

the Inter-American Development Bank (IDB) on 30 March 1979. Recognizing

the additional costs which the various Government/IDB/PAHO projects have

on the regular funds of the Organization, the new agreement provides for

a Program Support Costs rate of 20 per cent, based upon total direct

costs, as compared to the previous rate of 14 per cent. T6tal expendi-

ture on Government/IDB/PAHO projects in 1978 was $1,566,270.

Comparison of the annual increase for Trust Funds Projects is sum-
marized below:

Number of

Expenditure Percentage Number of Projects with

Year (USS) Increase Projects Provisionfor PSC

1975 5,599,497 - 122 NIL

1976 7,830,322 39.8 155 7

1977 10,708,602 36.6 152 20

1978 11,487,265 7.3 166 30

The financial position of the Special Account for Program

Support Costs is as follows:

US Dollars

1975 1976 1977 1978

Balanceas of 1 January - - 22,977 221,578

EarnedPSC - 22,977 233,820 369,489

Disbursements - - (35,219)(145,145)

Balance as of 31 December - 22,977 221,578 445,922
......................
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As noted in the External Auditor's Report for 1978 (OD-160), trust

fund expenditures over the past 10 years have increased from $3 million
in 1969 to some $11.5 million in 1978.

The External Auditor's recommendations with regard to trust fund

expenditures will require that the general trust fund activities are more

closely monitored. This will necessitate, inter alia, strengthening the

staffing in the Department of Budget and Finance. Additional costs re-

lating to this should be borne, if possible, by Program Support Costs and

not the Regular Budget, which would have absorbed these costs in prior

years. The planning, implementing, monitoring, administering and

evaluating of trust fund projects all generate additional costs. The

programs financed by the Regular Budget of the Organization could suffer
if more resources are diverted to managing and administering extra-

budgetary activities. For this reason the Director reported to the XX
Pan American Sanitary Conference in 1978 the general policies which he

had established concerning costs of administering grant funds. Con-

tinuing emphasis will be placed on securing Program Support Costs from

donor agencies to defray the costs of administering extrabudgetary funded
activities.


