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RESULTS- BASED BUDGETI NG

I nt r oducti on

1. I n paragraph 241 of his programe for reform (A/ 51/950), the
Secretary- General recomended:

"That the General Assenbly review the existing arrangenents governing the
pl anni ng, programm ng and budgeting process in order to enhance their role
in providing strategic direction, establishing better perfornmance
yardsticks and reporting and focusing nore on accountability for
performance than on input accounting - a shift to results-based budgeting."

2. The present note explains the basic concepts involved in results-based
budgeti ng and how these ideas mght be applied to the United Nations. |In this
connection, the Advisory Commttee on Adninistrative and Budgetary Questions in
its first report on the proposed programe budget for the biennium 1998- 1999
indicated that the idea, "needs to be followed up with a detailed report that
woul d i nclude an explanation and justification of the proposed change, and of
the new net hodol ogy to be used, as well as a nock-up of such a budget".! Wile
recogni zi ng that these technical needs should be fully net before inplenenting
resul t s- based budgeting, the present paper seeks only to provide a genera
overview of the topic to support policy discussion of the issue in the Genera
Assenbly. Should the Assenbly decide to proceed further with the proposal,
detail ed techni cal papers woul d be produced for review by rel evant expert and
ot her bodi es invol ved.

Wiat is results-based budgeting

3. The key identifying feature of results-based budgeting is that the emphasis
is on the outputs to be produced (reports, studies, conferences, etc.) and
consequent outcomes as opposed to input budgeting where the defining feature is
an enphasis on the inputs (staff, materials, equipnment, etc.). The orientation
towards either outputs or inputs is inportant at all stages of the budget
process (progranm ng, budgeting, inplenentation, nonitoring and eval uation).
However, the nost important determning factor here is the initial budget
proposal stage as this sets the output pattern and framework for all subsequent
st ages.

4. The basi ¢ concept of results-based budgeting at the programme formul ation
stage nay be illustrated by a sinple exanple of public information publications.
Wthin an input-budgeting franework the focus would be on budgeting and
subsequently controlling the expenditure itens such as the salaries and comon
staff costs, printing costs and other operating expenses. In results-based
budgeting the focus would be to ensure that the booklets and publications neet
the required qualitative and quantitative criteria in a tinely manner within a
pre-agreed budget. The financial nmanagenent focus in results-based budgeting
woul d thus be on controlling the overall (as opposed to individual) expenditures
and on ensuring that outputs are delivered within the agreed budget.
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5. The tabl e bel ow sets out the different budget control points of two
f ramewor ks

Thousands of

Expenditure item United States dollars
Sal ari es and common staff costs (a) 5 300
Editorial costs (a) 750
Travel (a) 100
Printing (a) 230
O her operating expenses (a) 250

Tot al (b) 6 630

. Under an input-budgeting reginme all itens marked (a) are budgeted and

controll ed.

. Under a results-based budgeting the sane itens narked (a) woul d be
budgeted, but only item (b) is controlled.

In the case of results-based budgeting the programre nmanager can change the
expenditures input mx to take advantage of relative price, technol ogy or other
changes as long as the output can be produced within the $6,630,000 budget. In
t he case of input budgeting the manager does not have the same freedomto nmanage
the resources and woul d be bound by the initial budgeted m x

6. When a programme is fornulated in output terms the |egislative focus on
budgetary control can shift away from budgeting and controlling specific budget
lines (inputs) to ensuring that the outputs (results) are delivered according to
their performance di nensions (quantity, quality and tineliness) within the
agreed overall price. Managers are thus not constrained by budget line itens,
but nust deliver the agreed outputs within the overall budget authorization

Qut put nonitoring and eval uati on systenms usually need to be strengthened to
support this change of enphasis to results.

7. The progranme nmanagers' focus thus shifts fromcontrolling inputs to
determ ning and providing outputs, to nmonitoring and ensuring that the agreed
out puts have actually been delivered. It is a shift fromspecification of

inputs to specification of outputs and ex-post reporting on output delivery and
use of inputs.

8. Resul t s- based budgets thus focus nore on results to be achi eved, and | ess
on how the noney is to be spent within the overall allocation. They contain
information on the cost, quantity and quality of outputs to be produced. For
exanpl e, a results-based budget for a conference-servicing operation would
contain data on how many neetings woul d be serviced, along with the cost per
neeting, by type. Wile information would continue to be provided on the |eve
of resources required to achieve those outputs (results), it is possible to
focus on tangible results expected rather than on minute details on inputs (such
as nunber and type of staff and other operating costs), required to achieve the
out put s.



A/ 51/ 950/ Add. 6
Engl i sh
Page 4

9. Resul t s- based budgeting is prem sed on enhanced responsibility and
accountability of programme nanagers for their activities and consequenti al
delivery of results. It is essentially about giving managers control over

i nputs so that they can best manage the production of outputs required to
support the desired outcones. Budgetary resources are therefore approved on the
basi s of outputs or groups of simlar outputs. To be an effective
accountability nmechani smthese groups of outputs would need to neet the
following criteria

. The outputs in the group shoul d be honogeneous.
. The performance dinmensions (quality, quantity, timeliness and cost)
associ ated with each group of outputs would provide information for

executive deci sion-making and | egislative scrutiny.

. The | evel of detail nust be sufficient to nmake the rel evant depart nent
or other supplier properly accountable for the activities.

Accountability

10. Results-based budgeting when carefully designed and i npl enented does not
rel ax accountabilities. It noves the focus of accountability away from
conpliance with rules about the adm nistration of inputs to one in which
accountability is focused on produci ng the desired output and nanagers are held
accountable for determining the optimal input mix within their budgets. It
makes the programmre manager responsible and accountable for his or her outputs
and consequent outcones, while making the task nore interesting and chall engi ng
and allowi ng for innovation.

11. Wil e results-based budgeting renpves the requirenment to manage wthin
speci fic budget |ines managers are accountable for their overall allotments
whi ch serve as an upper limt for the aggregate costs of outputs. Managers
woul d have the flexibility over how they control and manage their budgets and
the mix of inputs they use. But they would not have the ability to increase a
gi ven out put cost above its prescribed budget limts. Thus while programme
nmanagers woul d have the responsibility to remain within their authorized
allotnments, they would al so have full accountability for their planned outputs
and rel ated out cones

12. It should be noted that the requirement for detailed information on inputs
woul d not be elimnated under the results-based budgeting system |nput data
woul d continue to be collected and nonitored, and would be produced when
required for cost-benefit analysis or other purposes.

13. From a budgetary perspective, since outputs are quantifiable and price
sensitive, it facilitates review and nonitoring of budgetary changes and i npact
on the organi zation. Financial control shifts to financial analysis, allow ng
financi al nanagenent to nove frominput review to inpact assessnent and

eval uation of outputs.

14. Resul ts-based budgeting focuses on value for noney and cost-effectiveness.
It facilitates conparison of the relative cost-effectiveness of different
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out puts or groups of outputs across the organization. NMoreover, it sinplifies
the use of baseline standards, particularly when identical outputs are being
produced in different parts of the organization

Introduction of results-based budgeting in the United Nations

15. Although the introduction of results-based budgeti ng has soneti nes been
hailed as a revolutionary step in sone Governnents it would be nore in the
nature of an evolutionary devel opnent in the United Nations. The use of pure
i nput budgets was discontinued in the United Nations when programe budgeting
repl aced the former object of expenditure budgets in 1974. Up to that tine
budget sections had been defined in terns of the major objects of expenditure.
Since 1974 budget sections have been largely defined in ternms of progranmes to
be carried out by najor organizational units and these progranmes have been
formulated within the framework of a nmediumterm plan that describes their
conponents, their legislative basis and their objectives. Mch wrk was
undertaken to define outputs, to nonitor these and to formalize in 1987 these
arrangenents within a set of detailed rules and regul ations covering all aspects
of the planning, programm ng, budgeting, nonitoring and eval uation cycle.

16. The results have sonetimes been di sappoi nti ng perhaps because many
rigidities of input budgeting formerly existing in the object of expenditure
budgets were carried over in 1974 to the new programe budget structure at the
i ndi vi dual section levels. The result is a somewhat m xed arrangenment that is
particularly constraining to programe managers as it conbines the restrictive
el enents of both input and output budgeting w thout any significant
discretionary flexibility. The relevant rules and regul ati ons are now due for
an overhaul as sone elenents require nodification in the |ight of experience.

17. A shift to results-based budgeting woul d nmean | ooki ng again at the way
United Nations outputs have been budgeted and defined, the way they are provided
for in dollar terns, and the way they are nonitored and eval uated. Despite many
years work defining outputs the present arrangenents are somewhat wanting and
provide little information as regards rel ated outconmes. The anpunt and degree
of detail to be provided by object of expenditure would al so need to be
assessed. Geater levels of detail may be required for formulation and scrutiny
pur poses than may be needed for inplementation and control requirenents.

18. Wiile it is relatively easy to contenpl ate providi ng programme nanagers
with discretionary authority to nove funds between nobst non-post objects of
expenditure there may be particul ar reasons for retaining current arrangenments
as regards the naintenance of staffing tables and fixed salary scales. In this
regard it may be noted that practice varies between Governnents that have
adopt ed resul ts-based budgeting. Al though in sone radical cases the practice of
establishing fixed budgetary staffing tables has ceased in other nore noderate
cases it has been maintained. The issue in the case of the United Nations would
have to be considered in the context of what arrangenents would need to be in

pl ace from a human resource perspective to ensure the maintenance of

geogr aphi cal and gender distribution within the Secretariat.

19. The Secretary-General recognizes that a shift to results-based budgeting
woul d have a nunber of inplications across the Secretariat. To work effectively

l...
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it would require greater del egation of authority and responsibility to programre
managers and thus a decentralized nmanagenment structure. Progranme managers
woul d be required to produce | east-cost outputs, in accordance with pre-approved
per formance di nensions. They would therefore be able to control the input

"mx". This would require a change fromthe current centralized nmanagenent of
resources.

20. Since a key aspect of accountability for results is transparency of

per formance information, managenment information systens would need to be able to
provide i nmproved analytical tools for the nonitoring and eval uati on of outputs
and outcones. This would require establishnent of well-defined information
systens to support results-based perfornmance reporting.

21. The creation of a results-based budgeting franework woul d represent a
substantial shift away frominput control to the managenent of resources for
delivery of the required outputs. It would also require a shift in the
managenent culture of the Organization as a whol e.

22. The Secretary-General believes that this proposed change woul d provide
Menber States with increased transparency in the delivery of nandated outputs
usi ng nmeasurabl e performance indicators, as well as providing a sound basis for
increase in efficiencies in their inplenmentation

23. Should a policy decision be agreed in principle by the General Assenbly to
i ntroduce results-based budgeting the Secretary-General would need to be
requested to report back to the Assenbly through the Advisory Commttee on

Adm nistrative and Budgetary Questions and the Committee for Programre and
Coordi nation on any revisions that m ght be required and desirabl e under the
rel evant rules and regulations. |In addition, any prospective changes in
procedures or in the format of the programme budget would need to be presented
for approval prior to their introduction

Not es

1 Oficial Records of the General Assenbly, Fifty-second Session,
Suppl enment No. 7 (A/52/7), para. 30 (b).
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ANNEX

Definitions of terns

| nput s

Resources (such as posts, supplies and materials, travel) that are used to
produce goods and services. An exanple is the salary of a progranme officer or
an accounts clerk.

Qut put s

Goods and services (such as the nunmber of staff recruited, reports issued,
nmeetings serviced or conputers purchased), which have been produced or purchased
using the above inputs. CQutputs need to be capable of being defined in ternms of
quantity, quality, timeliness and cost. An exanple is the managenent of
conference services. Specific outputs in this function would include the
provision of editorial and translation services, the printing of documents and
the arranging of facilities.

Qut cones
| mpacts of an output or a group of outputs on the overall objectives which
may be agreed by the |egislative bodies, such as increased health education

| eading to i nprovenent in the environment, and enhancenent of global security
t hrough a peacemaki ng or peacekeepi ng operation

Resul t s- based budgeti ng

Met hodol ogy and format for devel opi ng budgets that focus on outputs and
out comes, using predetermined criteria set by Menber States.

Resul t s-based performance reporting

Format for reporting achievenents to enabl e conparison between pl anned and
actual outputs and outcones, using performance indicators as a basis for
neasur enent .



