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I. INTRODUCTION

1. The organizations of the United Nations system are spending about.$1501000'000
per year on off,icial travel plus some $1OO'00O'0OO for jndj-rect costs (see Aru:ex I).
fhe United Nations itself and its affiliated bodies spend sone $60rO001000 per year
on direct costs wldch represents about J percent of its totaL budget. For travel
on official rnission, about 45 percent of the direct costs is for actual transpora-
tion, ll percent for daily subsistence a11or,,lances, and such items as te:minal
erpenses, excess baggage, etc,

2, fhe United Nati.ons organizations vith worldwide mernbership, offices and
progranmes have an obvj.ous need for travel . 3ut it is important that fimds be
used judiciously to ensure that the cost of travel is kept to the nrinjmum cormen-
surate with requirernents" In recent years, three developments have highlighted
the need to pay increased attention to the cost of travel! jncreasinsly difficult
worLd econorulc conditions n'nke it jncombent upon the United Nations to seek
naxirmrm cost effectiveness in all areas; the vide variety of available air fares
and standards of accommodation provide challenging opportr:nities for re-examining
existing arrangementsl international regulations ccncerrring relations with travel
agencies and air carri.ers are becomjng more flexible and this rnay perndt a reduc-
tion in costs.

1. Itre introductj-on by rnny airlines of a class of travel between first and
economy - referred to by a variety of names, including business class and club
class - presents an opportunity. to improve the physical con-fort of United Nations
travellers. Travel by air economy class has become difficr:-1t as a standard norm
for official travel and more wearing physically, uith the result that travellers
are not able to function at full effj-ciency upon arrival.

4. Many governments and commercial organizations have adopted a variety of
measures vhich result in overall cost savings. fhe United Nations organizations
generally have been remiss in this respect, although at least one organ-izalion,
through an original approach, has made important savings. [hese measures a]re
revier,'red in 'uhis report in the light of their possible application by the United
Nations and the need to change attitudes regarding travel-, so that the Organiza-
tion does not incur unnecessary expenses" Various options are suggested for
.naking the organization and rnethods for official travel more cost effective.
fb.ese concern, i:r particular, relations with commercial travel agencies and air
carriers and a fresh approach to the procedures for official travel"

5. fhis report rnakes specific proposals for the United Nations on1y" Hor,'levert
the proposals ,are based in large measure on the Inspectorrs examination of the
practices of other United Nations organizations. Whil-e the report is formally
addressed only to the United Natj.ons, it is being sent to all participating
orgahizations of the Joint Inspection Unit (flU)y/ tor in-formation and use by
them as they see fj-t.

6. In preparing this report, the Inspector received valuable inforrnation and
suggestions from most of the participating organizations of ,IIU, parti-cular1y FAO

and ICAO. flre United Nations legal Cor:nsel provided essential advice throughout
the study. Helpful advice vas also provided by the World Bank. The Inspector
had informal discussions l+ith officials of the Internatj-onal Alr [ransport Asso-
ciation (fl,TA), some commercial travel agencies and airU-nes. [he Inspector
expresses his appreciation to all r^rho contributed to this study.

VUntr"U Nations including its affiliated bodies, FAO, IAEA' ICAO' IIO' IMO'
ITU, IINESCO, UPU, WHO, WIPO, WMO.
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II. VOLUME A}TD COST OF TRAlTEtr,

7, Annex I presents in tabular forrn infomration on the volune and cost of travel
for 19BO and 1981 which rras obtajned from the participating organizations of JIU.
[he Unj-ted Nations and some other organizations were unable to provide detailed
data on their travel expenditures. fherefore, some of the data j-s based upon
estimates and extrapolations. Nevertheless, the Inspector feels that the
resulting information presented in Arurex I provides a sufficient basis for the
conclusions and proposals rnade in this report.

B. Travel on official business includ.es all travel paid for by an organization,
i.e., travel on official rnissionl travel of consultants, experts and fellows;
travel of delegates to meetings; travel authonlzed by the Staff Rules (honre
leave, ed,ucation grant travel , farrily visit, etc.). About !!'percent of all
travel is by air and the rest is divided between rail, tnrs and boat.

9. fhe most significant info:rcation which can be derived from the table in
Annex I is summarized'belov. lhis su.rrmary is based upon an average of the data
obtained for 1!80 and 1981 and refers to one calendar year. Sinrilar infor"nation
for 1982, vere it avaj-1ab1e, vould no doubt provide somevhat higher figures in
most instances since, because of inflatj-on and prograrune increases, the trend jn
travel costs is generally upr^lard

A. Approximate aru:ual direct travel- costs for narticipatilE
orAanizations of JIU for al1 trrpes of travel
(tickets, daily subsistence allovance (DSA)', terrn:inal
expenses, excess baggage, other n-iscellaneous costs)

1. Total direct annual cost:
2. Travel as a percentage of total

erpenditures (a11 sources of funds):

3. Cost of tickets:
- tj-ckets as a percentage of total

direct travel costs 2

- air tickets as a percentage of
total tickets:

4. Other direct travel costs (lSa,
tezrn-inal expenses, etc. ) :

$149 ,000, O00

514

$85 , 0OO, OOO

57%

95/"

$54,00o,@o

$101,000, ooo

$5 , roo, o0o

- DSA as a percentage of direct
costs for travel on official

. n-issions 55/"

3o Indirect travel costs for participatin-q organizations of JfU

1. Cost of staff tine vhi-le on travel
on official mi-ssion (salarTr and
common staff costs):

2. Cost of prccessing travel authoriza-
tions and claims:
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C. .TotaL travel costs for participating organizations of JfU

1. nirect costs: $149'OOO'OOO

2. rndirect costs: $1o7,ooo,ooo

t, Grand total: $255'000'000

4, Cost of tickets of fellows not
included above: $15'OOO'OOO

Do Cost of air tickets of World Sank and IMF: $47'000'000

E. Total cost of tickets (l.t + 0.4 + l): $147,000'000

10. Some of the significant conclusions vhich are derived from Aru:ex 'I and the
above recapitulaticn can be sumnarizeil as follows:

(") Travel is and will no doubt rerrain a substantial expenditure for all
organizati-ons. For the United Nations, direct travel costs represent I percent
of overall expenditures, vhich is also the average percentage for all organlza-
tions.

(t) Daily subsistence allovance (OSl) represents the single most. expensive
item of direct travel costs for travel on official rn-ission (55 percent). The
average duration of such rdssions for the United Nations is nov estimated to be
roughly 11 days. Another factor uhich is proportional to the duration of official
n-issions is the cost of staff time on official rn-Lssion. It exceeds the cost of
tickets by 20 percent. fhese two facts point to the need to carefully control the
duration of official travel (see Chapter YI.A).

(") flhe cost of air tickets is the second largest item of ertrlenditure. Tlris
arpurrt is shared between air carriers and travel agencies, vith agenci-es recei.ving
some ! percent of the cost of tickets. Thj-s means that travel agencies receive for
their services some $9,0001000 per year and $IJ,OOO,OOO if the travel of the World
Bank and the IMF is included. If the overriding cormission paid by carriers to
traveL agencies on most competitive routes is taken into accorxrt and also
commissions on private tiavel of staff, etc., this amount may be raised by 2a - JO
percent. [here is thus a challenging opportunity to enter into a direct
arrangenent with air carriers or to renegotiate agreements with travel agenciest
as reconmended later in this report.

(a) About JO percent of the cost of air tickets bought by the United Nations
in New York and Geneva is distributed betveen nine ai-r carriers (see para,'12).
If the distribution among airlines used by other organizations is taken to be
rouglr-ly similar, it would indicate that a relatively smal1 number of air carriers
share the major part of funds spent and tlds should reke possible negotiations for
reduced fares with these or other airlines.

lL. In addition to the direct costs of travel, there are indi-rect coits vhich are
sunnarized j.n Anrrex I. The indirect costs are composed of tvo elements: staff
costs for making travel arangements and processing travel authorizations and
claims estimated at $?r600,000 per year for the United Nations andl staff
saIary during travel on official missj-on estinated at #42'BO0'O0O per year for the
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United Nations. Some organizations felt that staff salaries whj-1e on official
rdssion should not be considered as an indirect cost of travel, since even if thetraveL did not take place these salaries vould be paid. Hornrever, the Inspector
believes that it'i-s inportant that r,,/hen considering travel plans the total esti-
mated cost of each trip is lc:own and weighed agai.nst the value of the trip. Ifthe trip does not take place, staff time would be saved and could be devoted. to
other work, perhaps reducing the need for ter4lorary assistance anil sonsultants.
fhereforer"'bhe table in Arurex f contains info:mation on the cost of staff 'time
duririg travel on official business. The total of the direct and i-ndirect travelcosts amorrnts to some B percent of the total budgets (a11 sources of funds) ofthe organizations of the United Nations system.

III. VARIETY OF AM FARES AND CT,ASSES

A. Aif fares
12, The deregulation of air travel has brought about a bewildering vari-ety ofair fares and rel-ated conditions (duration, stopovers, etc.), partlcularly in theUnited States but aLso elser^there. This complicates considerably the work oftravel units but it also provides opportunities for reducing 

"out". For example,in lvlarch 1981 ' a rouncl trip in economy class fu1l fare from Geneva to New york
cost sw.Fr,2r992,- (average of 1ov and high season), but lower rates are alsoavailable: (r) normal excursion, provided that ihe duration of the trip is
betveen 14 and !O days, vi-th a discount of about 20 percent, (b) APEX - durationof trip betveen 1{ days and. three months, payrnent 21 days prior io departure,with a disco'unt of about JJ percenli and (c) mnX Mi-dweek - duration of trip
between J days and three months, travel on'Tuesday, Wednesday and Thursday or.ty,
patrrment 21 days prior to departure, w-ith a discount of about {2 percent. Charter
arrangements when large mlnbers of staff members are parti-cipating at a conference
may reduce the cost significantly. The penalty for "ha.tg"" in travel dates for (U)
and (c) above is the difference Letween those fares and the nornal excursion fare.
APEX and similar lower fares are used. rarely if at all by the United Nations,
except at tj-nes on home leave travel .

Ii. Some airlines have even r^lider nri ce 11 ifforcnnss qncler certain circumstances.
For example:

(") Disccunts of up to {O percent and more are offered for official govern-
mental travellers and al-so for certain categories of travellers, such as seamen
on leave anil clergXrmen.

/,\
, (b/ -tt'or maior users of specific a.j-r carriers, direct arrangements are ccmmonfor greatly reduced fares on routes toffrom and within the United States and also

on many other routes. These may include: a contractor unit seat price, bulk
contractor seat price, round trip contract bulk fares, etc.

(") Advance purchase of a block of tickets on most frequented routes based
upon anti-cj.pated needs also resul-ts in considerable cost reductions.
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J.4. lhe United Nations applies no:maI excursion fares ilhenever feasible and cloes
not offer staff. mobers a choise of carrier if the cost exceeds the estdblished
entitlement. It has also taken some other modest steps by using 1ov fare
carriers for some trips and purchasing tickets in countries where the official
exchange rate gave a cost aclvantage. Hovever, the Secrrtariat has not
sufficiently pursued the ulany other possibilities for reducecl fares, such as
those described above and indicated in more detaj-l in Chapter V.C.

15. The complexity of choices offered and the variety of conditions .make it
necessary, if costs are to be recluced, to plan travel more carefully and to
authorize each trip more judiciously. More effort should be devoted than jn the
past to erploring ways of obtaining the lovest suitable fare. It may be
questioned whether the present leve1 of decision making on these matters is
commensurate with the challenging opportunity for reducing the cost of travel.

l"6. Sinilarly, it may be questioned r^lhether a cormlercial travel agency has both
the moti-vati.on and the time to advi-se on the most favourable rates and conditi.ons.
travel agencies are financed by comn-issions, vlaich considerably influence their
motivation. fhe commi-ssions are paid by carriers ancl are calculated as a per*
centage of the cost of tickets. One solution mi-ght be to include a penalty
clause in contracts r^rith travel agencies applicable vhen they do not obtail the
most econonr:ica1 fares available for'a trip.

L7. Motivation is a particularly iurportant requirement if advantage is to be
taken of lower rateso United Nations department heads and other officials vho
decide about officiat missions should have such motivation, sj-nce funds savecl on
fares can be used for other rieeded purposes or returned to Menber states' Sefore
deciding on a trip, they should be informed of the approximate total cost involved,
direct and indirect, ancl should be satisfied vith the itinerary, the class and
other conditions of travel. They should also be presented uith arly less costly
alternative before unking a decision on an official mission.

18, Individual travellers may not always have sufficient motivation and may not
be i^rilling to put up ilith some of the inconvenience resulting from the conditions
applicable to lower fares. In order to promote such motivation, staff members

shou]d have, as has already been done on occasion by some organizations includi:tg
the United Nations, the option of obtaining combination tickets vhich include'
for example, hotels, caT rental-s, etc., provided they pay any extra cost above
the lollest applicable fare.

l-9. [he Inspector recognizes that for marqr trips conditions applicable to lower
fares coul-d not be accepted, but for.marqr others they could. -A1so it is important
that the cost of staff time for seeking l-over fares should not exceed the benefit.
11 order for organizations to be able to search effectively for the lowest possible
fares, it is inportant that travel authorizations be processed early erough to
provide the required time.

20. It is recormended that the prospection for lower fares should not be left
entirely to the cowrercial travel agency, as it is at the United Nations Office j-n
Geneva, but that the originatirg department and the travel-ler vith the help of the
travel unit should participate actively. Rules should be issued concerning the
search for and the use of lower fares and these should include the followi-ng:
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(u) The norm. for all travel under the Staff Rrl-es (home 1eave, education,.F^h.i 1 .- --i ^i r ^r \ .rarlLlry vl-sl-tr' e-tc./ should be by the least expensive applicable fare, includingfM' unless the originating department certiiies, vith-reasons (".g., combina-tion of home leave travel r^rith official rnj-ssion), that the applicabl-e condj-tions
cannot be met. However, staff members should have the option of obtaining
combination tj-ckets uhich incl-ude, for exau4lle, hotels or car rental, provided
they pay any extra cost above the applicable fare.

(l) For travel on official missj-on, the least erpensive fares should be
used vhen the applicable conditions permit or could be met at little inconcenience,provided. that thi-s does not adversely affect the comfort of acconmodation orservices provided by the airline, except that'tbusj-ness classrr, might be used
rrnder the conditions described in para. ZJ.

(") Use of charter or group travel arrangements in the case of a number ofstaff members travelling to attend the same *..ting should be mad.e as a ru1e.

(0) staff members r,rho take ini-tiatives and co-onereie i.n the search for
rowest fares for their ofricial t"i;"-(;; in"u--"ri""-;;t;;; n*rr""i"-;="""r)-"rro.,rrareceive official- commendation in their performance evaluation reports.

(") The choice of carrier and itinerary should be mad.e by the organizationfor all offj-cial trips and the travel-lerts preference for a splcific carrier
should be accepted only if it does not increase costs.

B. Air clrasses

2I' United Nationst rules provide that air travel- should be by economy class orits equivalent, except for Under-Secretaries-General and Assistant Secretari-es-
General when flights exceed ! hours, vho may then traver first class.

22, The iltroduction by many airl-ines of an addiiional class of air travel
::-::::^::"":: ?:: 

economy class (ca11ed business, ctub, etc.) and the downgradirrgwr suvuuury uu r,urrrist class has led the organj-zations of the United Nations systemto consicler colfectively through CCAQ the possibility of using the class
immediately below first for travellers on official business. At present, eachorganization has adopted its own approach to the use of this intermediate class.

21' It would be useful for all organizations to adopt a common approach andintroduce a conmon system-vide norsn on the class of travel; CCAQ has maae astart in this directj,on.Ql CCAQ estimates that the additional- cost of usins theinter:rnediate class would be about 2"{ percent of the cost of traveT.fu/ Th""".;;
would valy considerably depending on the i-tinerary and vculd be less if appliedonly to travel- on official- nr-Lssion. The Inspector does not feel thai he 

-can 
atthis stage end'orse a change in ru.les whi-ch would result in significantly increaseclcosts. O:t the other hand, he recognizes the validity of many of the points madeby CCAQ and feels that staff members on arrival vould be able to function moreeffectively if they travelled in better physical surroundings" Therefore, the

4 lcc/rye2/J, paras. 96-LoL,

il acc/ryez-puuft4, arrrex, 1!

25 ltlarch 1982.

January 1982.
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Inspector suggests that consideration might be given to the follouing conditions
under which the class irnnediately belou first could be authorized (for official
mj-ssions of staff, travel of delegates to meetings and travel- of consultants)
without an overall. increase in the total of direct and indirect travel costs:

(") ilhen traveL of more than { hourst duration takes place on an official
holiday or week-encl. Itre staff memberts sa1ary for the day of travel woui-d not
be lost to the organization and this vould more than compensate for any addi-
tional cost of the intermediate class.

(U) When the staff member does not take at least one rest day to vhich he
would no:rna1ly be entitled.

(") When the duration of the trip can be shortened by at least one vorking
day as a result of the staff member being able to begin his duties upon arrival.
flhis would require a certification by the staff memberrs department.,

(a) When busi-ness class seats only are available and it is necessary to
schedule travel at such times.

(") Under-Secretaries-General, Assistant Secretaries-General and delegates
shotfld travel by business class vhen available on all trips.

(f) When busiriess class conditj-ons are or can be made available at the same
cost as economy class.

(S) Any savings which might be obtained by dovngrading the class of travel
(e.g., from busjness to economy class) should revert to the organization and not
be available to cover the cost of private stopovers or rerouting.

IV. ARRAI'IGEYIEI\]IIS WITH TAAVEL AGENCIES AND AIR],INES

24. flhe Inspector noted that, with several major exceptions, the organizations of
the United Nations system have been complaisant about their travel arrangements,
because they feel in general that they are operatirig we1l. However, the progress
already made by one or tvo organizations in reducing comparable overall costs
shovs that this complacency may be preventing the search for opportunities for
savings. When executive heads have taken a personal interest in improving the
arrangements, such as in FAO, major savings have been unde. When existing
arrangements are alloved to contirme r,lith onJ-y mj-nor nodification, there is an
appearance of efficiency vhich rr,asks the need and the incentives to reduce travel
costs.

25. Ttre organizations of the United Nations system have a vide variety of arrange-
ments with commercial travel agencies. [his chapter describes these amangenents
briefly and attempts to identify those that are most advantageous for applicati-on
to the United Nations. Sj-nce these arrangements are governed as regards air
travel by LAIA regulations, a brief description of the relevant regulations is
provi-ded.
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A. IAIA rezulations
26. fhe International Aj.r Transport Association (ranA) is the vorld associationof the schedul-ed airlines. In addition to its many other fu:rctions, IATA publishestravel agentsr handbooks vhich set forth rules and cri-teria to measure the suita-bility of traveL agencies to be approved agents for selling international: airtickets for air carriers who are members oi IATA. fhese mles are subject to
government approval either explicitly or irrplicitly. In some cases, governments
rnke reseryations on the totality or parts of these rules and fix national- rrrlesinstead. A collective reservation by Member States of the United Nations on IATArestrictions affecting the United Nations could act as a stirnulus for the
necessary governmental a ction.

27, ll e United Nations Legal Counsel and ICAO have advised the Inspector on theIATA regulations as they affect relations between the United Nations and travelagencies. The Inspector had informal consultations vith IATA officials as well.It would appear that IATA regulations vould urake it difficult at present for theUnited Nations to establish its own traveL agency, except perhaps in the UnitedStates, in order to obtain corunissions on United-Nationst purcnases of air travelfron IATA carriers. An accredj-ted travel ageru[r of IATA ha" r" its purpose thepromotion (publicity) ana selling of internatiorral air passenger transportation,
whereas an in-house agency vor.fld be seruici:rg its own organizition and uould nothave the promotional r61e. Governments can, however, alter this situation. AGeneral Assembly decision on the initiation of a procedure vith the aim of removingexisting restrictions might consid.erably facilitale the task of reducing the costof travel.

28, IATA resolutions are part of an el-aborate system of provisions d.esigned toensure that commercj-al firms or organizations cannot establish their own travel
agencies and receive comrnissions on their purchases of air travel.
29. [he resolutions in force in the USA are somewhat less restrictive than theresolutions in force elsewhere. IATA resolution 820.C.5 (USl) provides that an
approved. travel agente i.eor a person (individual, proprietorsirip, partnership,firmr association, companJr or corporation) eligibie to receive cosrtrrissions on-airtravel purchases, must comply with the following requirements:

ffthe place of business for which approval is sought, or has beengranted, is identified as a travel agency, is open'for busirress
on a regular schedule in accorilance r"lith loca1 business practices,
and freely accesslble to the general public for the sale of j-nter-
national air transportation and does at least \fl" of its busj.nesswith members of the general public.rr.

It appears therefore that the only obstacle under the nrle mentioned above isrelated to the percentage of tickets sol-d to the general public. Taking into
accotxrt the specific Iega1 status of the Urrited Nitions, lh" I:spector believesthat this provision is no longer a major obstacle in the United Stat"s (""" p"=""
BO).

10. o: the other hand, IATA resolution Boo.c(1)(d)(iii) (worldwide) provides that
an agent:
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Itshall not be located on the pren-ises of an organization, pJ-ant
or connnet'cial fi:m and dedicated substantially to the travel
require.qents of that organizatrLon, plant or cormercial fi:nt
unless it meets the follouing additional requirements:

(") it is a branch of an existin'g approved agent;

(t) it is clearly seen to be a travel office totally
separate from other activities in such premises;

(") it is staffed exclusively by the approved agent;

(a) where possible, it shal1 have a separate telephone
nr:mber, and

(") it meets all other criteria of these Rulese incLsfling
having its own sepa::ate security facilities for safe-
keeping of trraffic Documents.il.

It is apparent that the rule cited would in practice at present prohibit the
establishment of travel agenci-es or^med and operated by the United Nations outside
the Un:ited States and possibly Canada.

3;-. In the United States there appears to be a possibj-Iity that restrictive T.ATA

regulations no longer apply. flris should allow the organ:izations located there to
establish in-plant or possibly wholly ovned travel agencies and obtai:r comissions
(see C?rapter V.D).

3. $rrsting tJpes of arrar

12. Chree broad types of arrangements for procuring tickets are noil in use in the
United Nations system. Each is described briefly belov.

1. Direct purchase of tickets from carriers

11. Tickets may be procured directly from carriers lvithout recourse to the
services of a comnercial travel agency. 3ut in this case the orgaruization does
not receive the comdssion which vorrld have been paid by the canier to the travel
agency. However, obtaining quotes and deali4g directly vith airlines frequently
does result in obtaining the most econom-lcaI fare available. No organizat'Lon
which uses this method has as yet negotiated special reduced fares wit'h air'
carriers.

14. Th:is method. generaLly results in increased adninistrative vork for the
organization, sin-e the serrices provided by a travel agency are not available to
it and the organization may have to contact several carriers before a satisfactory
and cost-effective itinerary can be arranged. 3ut this could be more than compen-

sated for when the most economical fares could be obtained" Hor,Jever, this nethod
appears to be practical only for organizations having a small voh:ne of traveL.

t5. ICAO has a travel department rhich deals directly vith air carriers and which
has developed sufficient expertise in tariffs to ensure that the most economical
fares available are obtajned. Its procedures could be a useful guide for the
smaller organizations of the United Nations system.
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2o Use of conmercial travel agencies
15. This is the most connon nethod used in the United Nations system for procuringtickets (see Annex II). 3ut the variety of arrangements is great and the benefits
obtained by the organ:j-zations also vary in the extreme (see cl retow).

17, Under this arrangement the corunercial travel agency riay be located on theorganizationts premises orr in the case of snaIl orgarui.zations, may be outside theprernisesr but in the same 1oca1ity. fhis model requires a negotilted agreementwith the travel agency specifyi-ng conditions and services which the agency isexpected to render to the organization. fhe selection of the travel agency shor.fldbe made by competitive bidding (see para. 66 and section ,. lerow).

38. Of all the arrangements of the orgadizations of the United Nations system, theone concluded with a travel agency and air carrier i-s, in the opinion of theInspector, the most cost effective and efficient. A competitive l:-aAing process
uas instituted under the supervision of the executive head of the organization
concerned' and a special group of senior officials evaluated the bids. potential
bidders !'tere provided uith various documents includilg a detailed Statenent ofServices to be provided by the contractor. [he bidders were required to provideextensive information, vhich was clearly specified.

t9' As a result, the organization entered into an agreement r^lith a commercialtravel agency and the national airljne of its headquirters r country. Both the
agency and the ai-rlJ-ne have office space on its premj-ses. The agrLenent with theairline is intended to ensure that most prepa;rments are fo::vlaraea to a precisecontact point. fhe agreements wj-th the agency and airline respect fu11y IATAregulatj.ons.

40. fn the opinion of the Inspector, the seryices provided to the organi-zation
"ttd:=.tLu:" agT-""Tents, although they have been in effect for a relatively shortperr-oct \r) months ), are very satisfactory anil superior to those of the previous
arrangements. At the same time, the cumulative benefits, including financial
compensation, the orgarrization receives wrcler the new agreema.r.ts are rmch higherthan those of the former agreement ancl are also higher ihan those recei-ved byother organizations of the United Nations system.

4]-, Some problems have occurred because of the frequent fluctuatj.ons of air fares
ancl exchange rates, but these have been settled satisfactorily. Iravel vhichoriginates in the field involves more administrative constraints both in the field
and at headquarters, mostly due to the need. for ailvancecl plarueing of trips, butthe cost is stil-t very rm;ch less than the i-ncreased benefits received b1 theorganization. Despite the fact that most Prepaid Ticket Advices are agangeclfor field staff through an air carrier, the trivellers have ful-I freedom to traveLon ar\Jr airline of their choice.

42. [he Inspector is sending a letter to all executive heads giving furtherdetails on this arrangement.

C. Di"p""iti"" i" " .m
41. lhe variety of arrangements with conrmercial travel agencies is summarized inAnnex II. The variations concern both the seryices rendered. to the organizations
and the amounts that_the travel agencies pay to the organj-zations in compensationfor facilities provided. Arrrex I-1. shows that there are considerable difierences

z
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betveen contracts concluded separateLy by several organizations with the same

cormercial travel agency. tr\.rrther, it is noted that in some instances there is
a tendency to renew contracts with the same travel agency vith IittIe change in
the conditions of contract and onJ.y in a few eases an expressed intention to
seelc better arrangements r,'las reported.

44, lhe most comprehensive specification of services by a traveL agency, for
both official and private travel, includes the following features:

(r) Ticketing (booking and issuance of air tickets) against travel authori-
zations'(TA) for regular air transportation, pre-paid ticket advice (fTA),
niscellaneous charge orders (UCO), re-routing of tickets already issued against
PTAs and transportation purchase vouchers (ffVs) or paid by other services,
cancellation of partly or fu11y unused tickets and refund thereof' study and
analysis of routes to ensure that the most economical routes and tariffs are
applied, contact vith air carrier, passenger, notification of PIA to travellert
completion of TAs wittr details of se::vices supplied and related costs andr if
requested by the orgar::ization, provi-sion of travel cost estj:nates and advice on
time schedules and tariffs.

(l) I{andl]ng of fPVs issued by field offices including.checking that fare
charged by the air canier is correct, econouical and over the most direct route.

(") Issuance and/ or prepaJrulent of steamship, rajl- and r,ragpns-lit tickets,
including reservations, cancellation and reimbursement of wtused ticlcets.

(a) Eotel- bookings and car rental when requested.

(") Issuance of government excess baggage authorizations (CnnA.s) for excess
baggage with relevant procedure for payment"

(f) Accounting and adnr-inistratj-ve work connected with the invoicing to the
orgar::ization of all services supplied, and the reimbursement of irnused or cancelled
tickets.

(g) Reporting to the organization on turnover of official and private busi-.
ness (yearly), by airline (yearly), fy country of origin and distribution (yearly)'
on the amount and number of PTAs authorized but not used (quarterly), on the ntmber
and amount of first-class tickets issued (yearly), on the number and amunt of
outstanding ticket refirnd claims (monthJ-y) r ancl tickets with air carriers accepting
under-utilized currencies, issuing of periodic list of airline check-in tirnes, list
of fares between organizationts headquarters and selected cities and on travel
times involved respectively.

(h) Other nanagement info:rnation
agreed upon.

45. The most general specification on
services by the travel agent:

and/or statistics vhich nay iointly be

the other hand includes only the following

bus and boat.(") fssuance of tickets for transportation by ai.rplane, train,
/. \\D/ sooKl_ngs.

(") Hotel reseryations.
(a) Foreign exchange.
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(") TraveLlersr cheques.

(f) All operations related to officJ.al and private trips.

Other agreements vary betr^leen the two extremes indicateil above.

46. More precision regarding contractual obligatLons of travel agents, particularly
in viev of the divergence of interests regarding the use of the most econornical
services (see para. 16 above) is necessary. Ttuis is particularly important
because a number of organizations, although they spend. over $1O nillion each per
year on tickets alone, are operating under contracts wldch stil1 have loosely
spelt-out conditions.

47. Facllities provided. by the organizations to travel agents are fairly standard
and generally include furniture, office equipment, telephone installatlon, heating,
lighting, cleaning, messenger and guard services ancl local telephone caIls.

48" f?ie differences in the arnounts paid to the organizations by the agencies
concernecl as well as in the ground.s on which these pa;nnents are based are striking.
Some organizations cha.rge the travel agent for rent of office space at the market
value per sqltare foot/metre, .per year, subject to yearly mod.ifications" Others
calculated partial or total (official only or both official and private) arur.ual
business turnover of the travel agent vith the organizations ancl charge up to a
certain initial amount one percent, and over that a.nrcunt 2 percent. Yet other
organizations have negotiated a lmrch trj-gher percentage of the total anrrual business
turnover. It is obvious that the latter ar:rangcments are financially rn:.ch rnore
advantageous to organizations ancl that all'organizations should strive to enter
into sj.milar agreements. This would be in line vith the practice of marly other
organizations outside the United Nations system.

49. Ihe amounts received by organizations depend also on the types of business
entmsted to the travel agento Some organizations base their charges on both
official and private tri.ps plus other seryices (cu:rency exchange, travellerst
cheques, etc.). In some cases, pa;rments are related to official travel on1y, in
others higher percentages are granted for official than for private trips. It
may be argues that it is nozmal that the negotiatios process between organizations
and travel agencies prod.uces different results. But it is i-mportant that each
organization obtain comparably advantageous terms, taking into account the volume
of business and local practices.

50. Organizations are using both large and relatively small agencies. fhe
Inspector found'that the advantages of having contractual relations with large
traveL agencies with vorld-vide offices, which vere important some years agor 8T€
becoming less significant due to the extension of air companiest netvorks of
offices and much improved computer systems for bookjngs, ticketing and the issuingof travel closuments. The availability of the computer systems to small agencies
aIlows them to compete successfully with large agencies. In fact, travel agencies
rlow make much less use of their branch offi-ces and use the airlinesl computerized
systems. linked vith air carriers and using their facilities, the smal1 agencies
nay be able to offer better terms to the organizations because of their low over-
head costs.

5L. It seems that organizations, with some exceptionse dr€ accepting market condi-
!ion9 ancl are paying the increased cost of travel without any significant atterrptto change the situation for the better. Most of them feet that-better arrangements
carurot be macle'. However, the Inspector is convinced that the United Nations 6ou1d
obtain considerably beiter terms by using competitive bidding and qualifying well-
established smaller travel agencies to partic5-pate in the bidding.
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52, Several organizations have concluded ancl reneiled contracts ilith tthe same

travel agency oyer long periods vith only relatively ninor changes in te:ms of
payurents, range of senrices, ancl other contractual provisi.ons. Organizations
sebrn to rely too much on information provided by their travel agencies. For
example, the Inspector four:.d in several instances that organ:lzations do not
exercise their right to verify the financial accounts of the travel. agencyt
aLthough this was part of their agreement. Sr:ch verifj-cation is necessary if
patrrments to the organization are to be fairly calculatedo llhe United Nations
(:ncfuaine UNOG UNIDO, UNDP, IINICEF, UNESCO) and WIO have agreements with the
same conmercial travel agency. Itris is quite norrnal, considering the busjness
reputation and world-vide netvork of the offices of the agency. Attention hasr
however. to be drawn to the fact that the organizations have concluded different
tlpes of agreenents, used different procedures to reach themr and obtained
different generally lov-level returns. It vould be normal to obtain the most
favourable soluti.ons in all cases.

D. United Nations agreement vith a travel agency

51. [he United Nations entered jnto an agreement with a comnercial travel agency
on 2 February l-951 and has renewect it periodically ever since, lvith the agreement
of the Comnrittee on Contracts, but with little or no modification in its te:ms
(tfre onty substantital char:ge being the periodic increase jn the ient paid for
the lease of offices). Competitive bidding was considered but for:nd not to be
feasj-ble (see para . 55). An analysis of th:is agree.ment and comparison with ag?ee-
ments concluded by some other organizations shovs tha't it is deficlent in a number
of respects. The agreenent is general in character (with loosely defj-ned services
to be rendered by the travel agent), it co:tains a general clause under whieh the
agent should give serrices to Un:ited Nations passengers in the manner in which it
serves rrits most favourecl clientsrr, but also contains a disclaimer clause under
which the agent can suspend whatever se:rrices it rray not wish to provide; vhile
the Un-ited Nations offers the agent facjl-ities equal to those provided by other
organizations, it receives comparatively rn-rch less jn return in the fo:m of pay-
ments - onfy the se:rrices of a messengers the rent paid by the travel agency for
premises only reimburses the United Nations for costs it incurs on behalf of the
agency.

54, flhere are frequent complaints about the services prorrided by the travel agent
with j-nsuffi.cient action on the part of the United Nations to enforce compliapce
vith the agreement. It r,rould be nor"mal that a provision be made in the agreement
by which a procedure for reviewing such complaints is agreed upon.

55. Over the last 20 years, the Unite4 Nations has made periodic efforts to obtain
more aclvantageous travel a:rangenents. For exampler approaches vere nade both
through ICAO and IATA to obtai:r direct cormissions from airlines and, in the
earlier days, fron steamship coripanies. TLre record.s also show that there were
attempts to j-ntroduce competitive bidding nany years ago, but they were abandoned
presuriably because other agencies consj-dered either did not have uorld-wicle
facjlities or because United States Governrnent restrictj-ons on travel agents
applicable at that time prevented other agencies from beir:g able to nake financiali-y
viable competitive bids. That these efforts did not succeecl was no doubt tlue to
conditions prevailirg then, conditions which are nov changing.

55. I{ore profitable arrangenents for the United Nations can be obtained w}::ile
respecting ful1y f3[A nrles. One reason for t]r:is is that the services rentlered
by the agent include not only the sale of air tickets but rai1, bus and ship, and
hotel reserrations, as well as other services to which the IATA rules do not appIy.
Another reason is ttrat there is no obstacle to fixing the payments of the traveL
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agencJr to the United Nations at any agreed Ievel, provided that there is no
direct li::k betueen the amount of the cornission received by the agency from
air ca:riers and ttre payrnents to the organization. tlrerefore, the United Nations
could apply the practice of other organizations, i.e.1 include a percenlage of
total annual business turnover by the travel agent on behalf of the United Nations
as a condition for the conclusion of a nev agreement vith the existing travel
agency or ar\y other and negotiate the 1evel of such percentage with the ain of
ach:ieviag at least the results of the best contract at present in operation in the
United Nations system.

57, IINOG bas basically the same t;rpe of agreement as the United Nations in New

York. UIfIDOrs agreement with its travel agency is somewhat more detailed and
vider in scope than those of the United Nations in Neu York and Geneva. Its
compensation is also based on monthly payments for l-eased premises, which are
credited to the Austrian Government, the ovTrer of the buildi-ngs. In addition,
UNIDO charges the travel agent a specified amount for utilities and services
rendered for both official and private travel. Ttris is not done in either of
the tuo previorrsly mentionecl cases.

V. OPIIONS FOR IMPRO\NNG TRAVfl, ARRAI{GEMMVTS

58. [ktis chapter presents four options which, if implemented separately or in
combination, could retluce significantly the ccst of travel to the United Nations.
Work could start on the first three options uithout delay; the fourth vould
require clarification of legal obstacl-es and further study before any decision
coul-d be taken on whether or not to pursue i-t. The chapter conclud.es vith a
proposal for inter-agency co-operation.

A. In-plant travel division
59. fhe agreement between the United Nations and its commercial travel agency
already includes some of the features of an in-plant arrangement, but without
financial benefits for the Orgarr-ization, which are now common in such arrange-
ments. Thus, the introduction of a fuIl-scale in-plant ar:rangement vould not
ir,ply radical change but it vould make it possible for the United Natj-ons to
obtain considerable reduction of i-ts overall cost of travel.

60. An in-plant travel amangement consistg of an agreement betueen an organ-
ization and a cornmercial travel agency which allows the agency to establish'a
branch office on the prenises of the organization. This feature already exists
in the Utri-ted Nations. Holtever, in addition an in-plant anangement nov
provides for reimbursement by the travel agency of up to 8l percent of its total
income (from'conrnissions on air, rail and ship tickets, hotel reservations, car
rentals, etc.) vhich is used to defray the organizationts costs formakiing travel
arrangements. fhis important feature cloes not now exist in the agreement between
the United Nations and its cor:mnercial traveL agencyo At present, the travel-
agency provides and pays for its own staff for travel arrangements, but the United
Nations also provides and pays staff for work directly related to travel arrange-
ments"
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51. fl.re sbaring of revenue is governed in the United States by guidelines
established by ttte Air Traffic Conference (.0'lC). All costs, r,rith the exception
of office space, that 

"an 
be identified as being directly related to the opera-

tion of the-in-plant arrangement may be charged to the agencyrs account. flh:is
includes the cost of staff of the organ:ization vorking part- or full-time on
paking travel arrangements and the cost of other items such as: insurancet
consultants, loss of jnterest resulting from advances macle, printing of fo:rtst
etc., dues and subscriptions, equipment rental, office supplies, cormnunicationst
etc.

52. An in-p1ant travel division can be staffed by employees of the organizationt
persorrnel pr"ovided by the travel agency or a combination of both. In the United
Nations, the in-plant arrangement could begin with a combination of persoru:el of
the United Nations and of the bravel agency with the aim of phasing out travel
agency personnel after a transitional pe:riod. [Lr-is would require traJ:ning by the
travel agency of staff members of the uriited Nations Travel Unit for nei"l firnctionso
ftre number of persorrnel required r,rould flLuctuate with the volume of travel . A

useful norm for deterrn-ining staff requi-rements is that one staff member should
handle $5OO,OOO of travel expenditur"" p"" year (in private business the norm for
usually simpler trips is $J!O,OOO). By proceeding in this way, the stage woultl
be set for the eventual creation of a travel agency owned and operated by the
United Nations (see Chapter Y.D).

51. An in-plant travel dj-vision located at the United Nations in New Tork' vith
branches at IINDP and UIIIC,EF Headquarters, might be able to make travel arrange-
ments for all staff of the United Nations at all duty stations. fhis vould require
plaruring of travel and the adoption of cost-effective procedures and counrurications
similar to those noted in Chapter IY.B.]. It vouJ-d'a1so require agents at major
United Nations duty stations outside the United States. Alternatively' to serve
these duty stations, it r:right be preferable to establish branches of the same

travel agency which is awarded the contract in New York at each najor United
Nations duty station outside the United States. fhese branches would be organized
in the same uay as described in para. 62,

64. It is difficult to for foresee the precise amounts vtr:ich would be available
in the cormission account as these d.epend on a number of variablesr particularly
the volume of travel and the amor.rnts paid by carriers as commissions. 3ut a

rough estimate can be made for the United Nations. At present, carriers pay
comrnissions ranging between B percent and 12 percent in the United States for the
purchase of international tickets and in rnany other countries the basic comrnission
is ! percent, but may go as high as 20 percent (see para" 82). However, these
percentages can vary considerably betwecn camiers and from tiure to tjme. Never-
theless, the following estirnates, though on1y rough approxirnations, clearly shov
that it r"rould be to the financial advantage of the United Nations to establish an
in-plant travel d.ivislon.
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Rough Esti:nates of Arueual Cormr-issions on Tickets*
and Staff Costs fot [rave1 Arrangements

(figures derived from Arrieex I)

(") Other costs to the United Nations which
could be rejlrbursed under.an in-pIant agree-
ment (see Ij-st in para. 5l) catmol be estimated
at this time.

65' At present, the United Nations receives the se:rrices of a messerrger from the
traygL agency. Under an in-plant anangement the amount received from the agency
could be over $lrOOOr0OO for New York aIone. World-wide, the increase could beproportional. Ilowever, the precise amount that might be reimbursed to the Un:ited
Nations worrld depend upon the tezms of the in-p1ant agreement.

66. In view of the financial advantages of an in-pIant travel arrangement
(estimatecl adttitional income of over $trzT5rooo pei year for Nev yori alone), the
Inspector recomtencls that the United Nations ileadquarters in New York te:minate
its existi-ng contract and enter jnto an in-plant agreement with the same or anothertravel agency und.er the following procedures.

(") Conduct a strrdy, with the assistance of an outside consultant if
necessalry, of.some existing in-plant travel departments (there are about IOO i3 theunitetl states) to dete:mine the most suitable contractual clauses.

(l) Prepare bidding d.ocunents.
a basis for part of the clocuments.

(") Organ:ize a conpetitive bidding process uncler which qualified travel
agencies, large and relatively wraIl with long-standi-ng reputations and, including
those specializing in in-plant arrangements, would be invited to subr:rit bids.
Several organ:izations, including FAO and UNESCO, have already used a competitive
bidding process for selecting thej-r travel agency and have as a result obtained
mtrch better conditions.

(a) |Itre Secretary-General should be aclvised on the selection of the success-firl bidder by the contracts committee, composed for this purlose of high-leve1officials including representatives of the Department of Adlrinistration, Finance
and lvlanagement, the Office of Legal Affairs, the Office of Financial Se:nrices,
the Office of General Serrrices. ILre Secretary-General should rnake the final
decision.

(") Comrnissions of travel originating in New
York paid by the United Nations (inctua:ng
UN, UNDP and UMCEF)

(U) Counn'issions on travel originating world-wide
(includi-rg New York) paid by the United
Nations (a11 programmes ancl funds)

(") Cost of the time of United Nations staff in
New York for naking present travel arrange-
ments

(a) Cost of the tine of United Nations staff
world-wide (:nctuaing New York) for nakir:g
travel arrangements

US dollars

1,500, OOO

4,000,000

1 , roo, o0o

2, 5OO,000

fhose mentioned i.n para" J8 could serre as

*Based. on 11 percent cornrnission on official travel on1y.
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67, Once the rp-pIant anangement is in place at Headquarters in Nelr Yorlr.a study
should be made ofl the possibility of extending th:is arrangement to rrajor duty
stations outsicle the United States. Although this cotrld result j-n increased
efficiency and econory, it is not reconmencled from the outset because a period of
aclaptation with the nev arrangement at Headquarters before more radical changes
are nade vould avoj-d the possibility of confusion.

68. ft nay also prove advantageous to make a paralleL agreement with an air
carrier for the utilization of its worldwide network of offices for cornrnrnication
and the purchase of tickets in the field, as fias done in the exanple cited in
Chapter fV.3.J. lfhe possibility of uslng the office of the Resident Representa-
tj-ve/Co-ordinator as a charurel for the same purpose could also be considered if
this proved to be more cost-effective.

69, An in-plant arrar€ement n:ight not be suitable at present for organizations
of the United Nations system not located in the United States. Hovever, it udght
be possible for these organizations to associate themselves in some way with an
in-pIant division at the United Nations in New York (see section D below). If j-n

the j-nitial stages it is not possible for the in-plant rmit in Nev York to senre
other United Nations duty stations, these'other duty s'bations should select their
traveL agency trnder competi-tive bidding as ilescribed in Chapter IV.B.r.

3. Travel arrangements for United Nations duty.statlons other than
New Yor4r

70. Pending the eventual extension of the in-p1ant arrangement proposed fu 4..
above to major duty stations of the United Nations outside the United States (see
parasc 6J and,57), ttrese entities shorald glso te:minate their exi-sting contracts with
their.respective tratel-agencies and conclude new agreements wj-th the same or a new
travel agency, after a competitive biddj-ng procedure. fltre model for nev agreements
should be based on the most favourable arrangement available and nov being used j-n

the United Nations system (see Chap+.er TJtr.3.J). In the Letter referred to in parao
{2, t}re Inspector has informed the Secretary-General of the advantages of this
a:rangement. ftre method of preparation and implementation of competitive bidding
procedures proposed in A. above should be applied to the selection of a travel agency
in close co-operation rvith and the support of l{eadquarters.

C. SpeciaL arrangements with air carriers

TL Any nev arxangements vith a travel agency to be nade by the United Nations (see
A. above) should not exclude other possibilities of providing the travel needs of
the United Nations under advantageous conditions. It nay take some time to ftt11y
explore these rnethods and eventually conclude agreements. flhe Inspector found that
sone are already avaj-lable and r'lith relatively ninor modlfications chould be used
for United Nations travel pur?oses. However, a professional review of these methods
is needed and negotiations should be initiated on all or the most suitable of the
follouing possibi-lities :

(f ) Favourable rates for h-igh voh:ne

72. [tre United Nations makes use of a relatively small number of air carriers for
most of the air travel of its staff. Ttre table below illustrates the distri.bution
of Ur:-ited Nations passengers, begiru:ing travel f:rom New York and Geneva on most
frequented airljnes,
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A?PROXIIVIATE ATR TN.[T'I'IC FIGUBES IIAI{DIM 3Y MD TNAVEL AGM{T
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(Unitea Nations HQ, New 
H;X":IU 

Geneva, exclucli-':g UNDP and
u rt r v!r' /t(in thousands of US$)
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71. TLre nine air carriers li.sted above receive as originating carriers some
J0 percent of the expenditures of the United Nations in New York and Geneva on
air travel. [tris amorurts to sone $14r40OrOOO per year. Thus, the United Nations
may be consj.d.ered to be an important client of those air carriers. It n'ray be
safeLy assumecl that the other organizations of the United Nations systen are
serviced by most of the same carriers to a varying extent. lhe organizations
should, therefore, collectively explore the possibility of entering into direct
ar:rangenents with air carriers that nov or potentially coirld serre the greatest
nurnber of United Nations passengers.

74. these arrangements sho:rld be negotiated with a vielv to obtainirrg discounts
for high expenditures for travel on one airline in cowrtrj.es where this i-spossible. Such discounts are usually erpressecl as a percentage of the dollar
volume of business on a sliding scale. As the voh:.me of business jncreases, the
percentage of d.iscount also increases. [his type of arrangement is presently
used betveen air carriers and travel agencies.

(Z) Governmental discounts

75. I{any governments obtain substantial discounts rangj.ng up to !O percent from
national air carriers for the transport of government officials by means of
govexnment orders which are also filed with other govemments concerned by the
routes and, sometS.:nes approved by such gove:rrments, in which case the discounted
travel is extended to other ca:=iers on the routes. trr nany cases, airline or
govemment-ordered discounts exist for certain categories of passengers, such as
seanen, migrantsl clerg;Eren, etc.

76. The United Nations as an iltergove:mnental organization sho'.:-1d seek si-nilar
advantages f::on air carriers for its staff on official travel" status as welL asfor consul-tants and. delegates to United Nations meetings. fltrese negotiations
with air carriers night be facilitated if gove:rrments could request their nationaL

Swi.ssair

A1r France

Pan American

British Ai:says
Japan Airlines
IVA

Lufthansa

S.A. S.

Iberia
Others

Total traffic:

4r9o9

2,352

2 11"96

IrOOI

gB6

e29

6gL

qA7

449

---&
20,116
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air carriers to pr"ovide the same or sj.uilar advantages for United Nations
travel-l-ers as for government officials. A resoLution of the General Assembly
to that effect rnay be usefirl. The l:spector was j-nfo:netl that in 1970 when
the Secretary-General appealed to alL Menber States for such concessions for
participants in the World Youth .6,ssemb1y, the result was not favourable.
3ut the situation has changed considerably sjnce then and further efforts
are now appropriate.

3) Hlock ticket purchases

77. It is current practice for air carriers in so.me coirntries to grant sub-
stantial discorxrts to rnajor customers uho purchase blocks of tickets which
may be used in various combjnations and under varying conditions at apy ti.ure
tluring a specified period. It would be possible for ttre United Nations,
particularly for trips orj-ginatirig in major duty stations, to conse:nrativeLy
estimate the number of probable trips to various destinations over a given
perlotl of time.

78. By negotiati-ng the purchase of blocks of such tickets, the United Nations
night obtain discounts which vor:ld exceed any loss of interest receipts
because of advance pa5rotent. Therefore, the United Nations should erplore this
possibilityr particularly vith air carriers vhich are unable to accept the
flrst tvo methods mentioned above.

79. Some combination of two of the three methods suggested above night be
feasibLe. [he Contractor r-rnit seat price, bulk contractor seat price, rouncl
trips contract bulk fares, ete. l . er€ also possible. Negotiations night also
lead to other methods by which the cost of air transportation to the United
Nations could be reduced, e.9., relaxation of the conditions which are
prerequisites for nany of the cheaper flights; obtaining higher class tickets
for senior or elderly officiaLs at Lower class prices, hotel discount arrange-
ments. etc.

D. United Nations travel agency
BO. Another prourising way to reciuce travel costs worrld be for the United
Nations to own and operate its own jn-house travel agency. Hovever, at
present there are difficulties to such an approach (see Ctrapter IV.A), but
the situation although complex is fluid and some of these obstacles nay be
removecl, at least partialJ.y, in the near futurre. For exarnple, it appears that
the present rATA regulations applicable to the united stales'(see pZya. z9)
already a1Iow for the possibility of establishjng in the United States a

!T?Y"I agency owned and operated by the United Nations. In the Urlited States,
I-ATA seens to be implenentirrg a more flexibLe interpretation of itemployeesrt
as members of the general public in connection with the requirement for an
agency to do "at least BO percent of its business[ with the public and the
reguired free access to the premises for the public is also being 1ibera1ly
interpreted. Once such an agency lrere approvecl , it would be entitl-ed to
handle and earn commission on all international travel, not just travel to/
f:ron and within the United States. ftccept for the United States and possiLly
Canatla r it seems un-likel-y that IATA regulations will soon change for otherparts of the worlcl. fti:erefore, the Inspector recommends that this approach
be revieved and that any opportunities that may develop for j-ts implementa-tion in the United States be actj-ve1y pursued. In the following iaragraphs,the advantages and nethods of operation of an in-house travel ager.cy or,,med and
operated by the United Nations are described.
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81. If a travel agency is owned by the Unitetl Nations, it shor:ltl be operatecl
according to the cornnercial standards of the industry. Oae way of doing this
would be to conclude a contract vith a qualified rnanager ilho woull staff the
travel agency vith existjng personnel of travel r:nits and any additlonal trained
persorurel requi.red. fhe agency r^lould be subject to audit by the Internal and
External Auditors of the United Nations and subject to the relevant rules of
fATA.

82, lhe cost of the travel agency would be financed. exclusively from cornmi ssions
received on ticket purchases. Such cornntissions are now fixed in most cases at
! percent of the cost of tickets. Depending on the volume of travel, lhey can go
as high as 20 percent (so-caI1ed overriding corrmission on h-igh volume). Itr-is
overriding comnission is unofficial but is tolerated. Hi-gh-Ievel volume thresholds
vary betr^leen air carriers and depend on their coefficient of vacant seats. Most
of the United Nations system organizations are thus qualifj-ed for extra comrtission'
fhe total comrnissions for the Un:ited Nations for official travel alone night be of
the order of $4 to $6 nrillion per year. If comnr-ission on private travel generated
at the United Nations is added, this amount r,lou-ld be irigher. In the opinion of
the Inspector based upon prelininary calculations, the cost of operating the travel
agency vould be considerably below tiris amount, but this would have to be verified
by a detailed study when and if a United Nations travel agency becomes feasibLe.
lhe surllus vould be credited to miscell-aneous income or it could be used to reduce
the travel budget of the Organization. Should all organizations, includi4g the
World Bank and the IIvIF decide to establish a common travel agency, the comrnission
would be about five tj:nes greater.

81 . The travel agency worrld have its n'rain office at United Naticns Headquarters
and branch offices in Geneva, Vienna and at the regional economic comrn-lssionsn
It would also have agents (part- or fulI-time depending on the volume of business)
at other locations, including the offices of Resident Representatives/Co-ordj.nators.

84. Other organizations of the United Nations system could, if they vished, parti-
cipate in the United Nations travel agency from its inception or at any later date.
If other organizations join, they should have a say in management and receive a
proportional share of the surplus"

E. Inter-aAency co-o"peration

85. Each of the four options described. in this chapter offer the chance of a
considerable reduction in direct travel costs. flre outcome of eventual negotia-
tions, although'promising, cannot be predicted. It is certa5.n, however, that the
exploration and pursuit of these options vil1 give better results if there j-s a
combined effort of the United Nations system organizations together vith the World
Sank and the International Monetary lbnd.

86. [he cumulative volume (approximately $147rOOO,OOO of purchasing power per
fear) and the authority of these organJ-zations acting together vould set the stage
for a successful outcome of such efforts. The Inspector foirnd a general interest
in the organizations for co-operation, and was informed of vork uhich had been
initiated in this area. He noted that inter-secretariat discussions vere beirlg
scheduled on improvements in travel- arrangements, including possible collective
action aimed at securing more econorn-ical- conditions, in the Consultative Committee
on Administrative Questions, a subsidiary body of ACC. Th-is possibility was also
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considered 5n a report prepared. by the Inter-Agency Procurement Serrice of UMP.
llhe Inspector donsiders that th-is work should be actively pursued, with the
assistance of outside erperts if necessary, and recomnends that the Secretary-
General of the United Nations bring the matter to the attention of ACC at its
nsct session, with a view to the examj-nation of these and other options by CCAQ

and the fo:rnrlation of proposals on the most suitable solution for travel in the
United Nations system.

\ru. TRAVEI, PROCEDURES

A. Duration of travel
87. O:e sigrrificant finding of this stud.y leads to the conclusion that not
enough is being done to control the duratj-on of travel. fire United Nations does
have procedures to ensure that each trip is justified in te:ms of progranme
requirementsr but these procedures do not seem to control sufficiently the d"ura-
tion of trips from a cost effectiveness poi-nt of view. Yet, as pointed out in
Chapter II, daily subsistence al-lowance (lSA), which is proportional to the
length of a trip, exceeds the cost of tickets and is the largest item of direct
travel costs on offj-cial nr:ission. In addition, the sa1ary of a staff menber
while on travel status most often exceecls the direct cost of the trip and if
trj-ps could be shorter, some'of the tjme and salary devoted to travel could be
used at Headquarters, making it less neoessarTr to have lemforarT assistance and
consultants 

"

BB. Ttre average duration of a trip on official mission at the United Nations is
about 11 days and here were 18r2OO such trips per year. If each of these trips
vere recluced by one day the saving in DSA vould be approximately $1r700r00or antl
$4'OO0'OOO in sa1ary costs could be devoted to otherl/ork.

89. Thereforer it is recormencled that the United Nations procedures for the
control of travel- devote more attention to the need to Ii-llit the duration of
travel. Justification for travel should indicate clearJy why the proposed.
duration is essenti-al and the department heads should review this justification
with the objective of reducing the duration of traveL to the m:inimum actually
required' taking into account the overall cost effectiveness of the mission.
Such justification should be subject'to post facto spot checks by the Auditors,
who in any event audit travel, or by the Budget Division as part of its present
review and control function, i-n the light of the mission reports. In addition,
draft travel plans shou-ld shorrr the estjmated dj-rect and indirect cost of each
tripr so that approval can be based upon considerations of cost effectiveness.

3. Processing of travel- authorizations and clai:ns

90, fhe proced.ures useal by the United Nations in Geneva for the processing of
travel authorizations and claims is as follows:
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(u) The originating department prepares a travel authorization vhich jndicates
briefly the purpose of the trip, the itinerary, the mode of travel, requests the
aclvance of funds, and gives the estj:nated. cost of DSA and te:milal expenses.

(l) fltre Travel Unit verifies vhether the proposal of the originating depart-
nent is in confo:rrity vith the travel nrles, makes any necessary changes ancl
indicates the cost of ticketso

(") fhe Finance Division nakes the required calcu-l-ations, reo"ords the
obligation of funds, authorizes any traveL aclvance and fo:sards the travel
authorization to the cormercial travel agency vith copies to the Iravel Unit and
the originating department.

(a) Staff members or their assistants contact the cornnercial travel agency
to finalize the itinerary and obtain tickets and ar5r travel advance.

(") Oa return from travel, the staff member completes a travel ctaim r^rhich
is certified by the originating department and then forwarded to the Travel Unit
which verifies that the travel corresponded to the authori-zation"

(f) The Travel Unit forwards the claim to the Finance Division for the
calculation of DSA and other authorized expenses and for crediting, after ded.uc-
tion of any travel advances, the staff member vith the balance due.

llhe procedure in Nev York is somevhat different, in particular it is the Trave1
Un:it that attempts to deternr-ine the least costly fare.

9!, ftris process is time consrm-ing and costly. Or the average, it requi-res
J.J hours of staff time to process each trip from the authorization to the settle-
nent of the travel claim.

92" It is clear that simplification of the travel procedure wouJ-d result in
sav5-ngs. [he following methods are proposed:

(u) Suppress the travel claim procedure for all travel r:nder the Staff Ru1es.
flhe traveller would then only have to return the used ticket stubs showing that
travel took place as planrred for the closing of the account. fhere were some
15,000 such trips paid by the United Nations in 1981.

(t) .Llso suppress the travel claim procedure for simple trj-ps on official
rnission of short duration in the same rray as in (a) above. Travel advances vould
be rrade to the full amount of entitlement. fhere vere some 7,000 such trips in
1981,

(") Simpl-ify the calculatj-ons for official travel by private car by
reimbursing on the basis of the cost of an air ticket instead of ri-i1eage, vith
reduced amounts for arr,y additional official passengers.

(a) CarrXr out a feasibility study on the use of existi-ng computer tenn:ina1s
in Nev York for the preparation of itineraries, transrnittal of travel instructj-ons
for booking, processing of travel authorizations and claj-rns. [his would require
that the ter.rninals have access to computer files on air schedules and prices, but
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bookings should not be made directly fron these te:minals" A sirilar approach
could be used in Geneva, provided that the required computer terminals were usecl
for rrarly other purposes as r,veII I as they are in Nev York. Aru:.ex III presents a
brief outline of g possible computer-assisted system.

C. TeI ecornrru.nications as an alternative for some travel
9.1. .In a. separate JIU report - Communications in the United Nations Strrstem
(.lru/nm/e2/6) - proposals are made to begin erperiments on using teLecon:rn:nica-
tions as an aLternative to some travel. It is noted that dechniques for trans-
nitting voice and video naterial are now being used by nanJr cormercial organiza-
tions to conduct meetJ-ngs vithout the travel of participants.

94. The two most prornising methods identified are itvicleo teleconferencingtt ancl
the more soplr-isticated 'rcomputer conferencingrt. Soth are described in some
detail and their use is suggested on an experimental basis for certain ttrpes of
meetingsr particularly inter-secretariat meetings usually held in one language.
The author of this pre.sent report feels that the proposals rr,ade on using tele-
conncunications in JTI/RW/82/6 as an alternative lor some travel deserv'e caref\rl
consideration and support. llreir application might eventually lead to econon:les
in the cost of travel arrcl save the time of travellers for otherwork.

VIf. SUMI{ARY OF CONCIUSIONS AND NECOMMENDATIONS

95. [he direct costs of travel account for about J percent of the total expendi-
tu:res of the organizations of the United Nations systen, the indirect costs about
J percent. Tlrese organizations are now spending some $l49rOOOrOOO per year for
the direct costs of travel, whlch consists ma5::1y of tickets and DSA (see ChapterII and Arurex I). The cost of tickets alone is estimated. to be gB5rOOCirOOO per
year and the tickets of the World Sarrk and IMF vould add another 847'OOO'OOO.

96. fhe United Nations has not taken al-l possible measures to reduce the cost oftravel. fhese measures strould include the establishment of an in-pLant traveL
division serving whooly organ-izations located in Nerr York with eventual extensi.on
to other rnajor duty stati-ons; nev and more beneficial arrangements made after
competitive bioding with corrnercial travel agencies at duty stations other than
New York; negotiations with air carriers for more economical fares; eventual
development of a United Nations-owned travel agency; and jmproved procedures for
the authorization anil processing of travel documents.

A. In-pl,ant travel division (Chapter V. A and 3, paras. 59 to 70)
97, [he current agree.ment between the United Nations and its travel agency has
some of the features of an in-plant a:=angenent, but vithout the fi:rancial bene-fits usually associated with such arrangements. Under a ful1 in-plant arrangement
connlssions f::om the sale of tickets could be used in part to pay for staff and
other costs of the United Nations for processing travel. fh-is corrld resqlt in
additi.onal income for the united Nations in New york alone of over
$1r000'OOO per year. An in-pIant traveL unit located in Ner,r York might be abLeto se:rre other duty statj-ons outside the United States if suitable comimrnicationr
and procedures could be worked out.
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Recommendation 1: [Lre United Nations should te:minate the present contract
with its commercial travel agency and seLect an agency under an in-plant amange-
ment through competitive bidding. Soth J-arge and relatively snaLL travel agenci.es
with long-standing reputations, should be qr:alified to bid (para. 55).

Recomnendation 2c f'ixe in-plant travel arrangenent proposed above should, if
possibler also serrre Unitecl Natj-qns offices at duty stations other than New York.
If notr the of$.ces of these duty stations should enter jrlto new agree,nents with
travel agencies through a process of competitive bidding, taking as a basis the
arrangenent described in Chapter IV.B.J (para. 70).

3, Special a:rangements vj.th air carriers: (Cfupter V.C)

98. Air canierg in countries where regulations pe:mit, provide large discorrnts
of various types to favoured. clients. These include d.iscounts for high volume of.
business, governmental discounts and disco,unts for block ticket purchases. flhe
United Nations has nade jnsufficient efforts to obtajn such discounts, although
the volume of its travel and the fact that it is an intergovernmental organization
vould put it in a strong bargaining position, particularly on routes senriced by
several- airlines.

Recommendation i: The United Nations shor:ld undertake negotiations ilith
air camiers to obtain discounts in countries vhere this is per.rnitted, or to
relax cond.itions vhich are an obstacle +,o obtaining the most econonical fares
along the lines described in Chapter V.C.

C. United Nations traveL agency: (Ghapter V.D)

99. If the travel agency se::viclng the Unitea Nations'r,{ere owned and operated by
the Uni-ted Nationsr considerable econonies wouId. result. legal obstacLes to this
sort of arrangenent nay soon disappear in the Unitetl States.

Recornmendation 4: The possibility of establishing a united Nations travel
agencyr ovned and operated by the Organization along the l-ines'suggested i-n
Chapter V.D should be reviewed and any opportunity that rray develop for its inple-
mentation in the United States shor:l-d be actively pursued.

T\ Tl^ -.i ^+--u. "orrsu.v of aj-r fares and. classess (Cfupter lff )
100. The same trip can be nade on the same airl-ine and in the same class at
videly differing costs, depending on a complex variety of conditions. Ttris
presents opportunities for savings which the United Nations have also neglected.
Corrmercial travel- agencies may not have sufficient notivation and time to seek
the lowest fares rrnder acceptable conditions.

, Recommend.ation 5: Efforts to obtain the Ior^lest suitable fares shoul-d not
be left nrainLy to the comnercial travel agency, but shoul-d be a joint effort in
which the traveller, the originating departnent and the Travel Unit should parti-
cipate. Info:mation shouI,1 be provided and rules issued to facilitate the search
for and the use of the Lowest suitable fares (paras. 2A and, JJ).
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101, Ilany pirlines have introduced an additional class of travel between first
and econoqy class (calJ-ed trbusinesstr, rrclubrr, etc.). ftre practices of otgariza-
tions in us5ng this inte:rrediate class vary considerably. CCAQ has estimated
that the general use of the inte:rnediate cl-ass would raise costs by 2.4 percento
Since travel by the inte:sediate class uould be beneficial both to the traveller
and tJ:e Organization, its use should be congidered when there would be no increase
in the total travel costs (direct plus indirect costs).

Recomnend,atj-on 5: fhe class betveen first and econoqy class (rtbusinesstr,
rrclubrr, etc.) should be authorized for travel on official- mission, travel of
delegates to meeti-ngs and travel of consultants, vhen this can be done without
an overalL increase in the total of direct and indirect travel costs under the
condj.tions described in para, 23.

Recorurenclation 7: Under-Secretaries-Genera1, Assistant Secretaries-GeneraL
and delegates should travel by business class cr equivalent, when availahle, on
all trips (para . 21G)).

E. Travel procedures: (Ci:apter VI)
102. Daily Srrbsistence Allowance (nSA), vhich is p::oportionaL to the duration
of trips, is the largest dj-rect cost of travel on official m:Lssion, slightly
exceed.ing the cost of tickets. fl-r.e cost of the salaries of staff members on
official rnission is also proportional to the duration of trips. Greater efforts
to control the duration of travel vould resuf-t in substantiaL economies.

Recomnendation B: United Nationst procedures for the control of travel
should include a justification for the duration of each trj-p on official n-issj-on
for review by department heads and post facto spot checks in the light of the
rn-i-ssion report. Control procedures should also include the prcvision of infor"sra-
tion to the depar-trrent head.s on the estimated direct and indirect cost for each
trip' justification for the itinerary, class and less costly alternatives to
travel (paras. 11 and 79).

lO3, Ttre processing of travel authorizations and claims is time consun-ing and
costly - for the United Nations the estimated cost is $2r25O,OOO per year.

Recommendation q: The proced.ure for process5ng travel should be simplified
alorrg the lines suggested in para. 92.

Recorurendation 10: A feasibility study should be carried out on the use of
existing computer equipment of the United Nations aimed at facilitating the search
for lower fares and reducing the cost of processing travel (para " 92(b) and Arurex
rrr),

F. Inter-agency consulbt ions: ( Chapter V.E)

104. Although the recommendations in this report are addressed onJ.y to the United
Nations, co-operation among organizations, particularly in negotiatirrg favourable
rates with air camiers or on an eventual United Nations travel agency, would be
most beneficial.

Recormendation 11 : [he Secretary-General s]rould call the attention of the
Adudnistrative Conur:ittee on Co-ordjnation to problens raised in this report with
the aim of adopting a co-ordjnated approach to solutions and report thereon to the
General Assenbly at its thirty-eighth session. lhis report should, inter a]-ia,
suggest action that the Assernbly night take vith a vier,v to attenuating some of the
restrictions of IATA regulations (paras. B! and 86).
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Annex Ilf

PRELIMINARY OUTLINE OF COMPUTER-ASSISTED SYSTEM FOR

PROCESSING TRAVEL AUTHORIZATIONS AND CLAIMS

Prepared in co-operation with the Electronic Data
Processing Unit of the United Nations in Geneva)

A. Offices involved:
1. Divisions andlg_!gg.,1!gqg: preparation of itineraries,

t..;"ritt.1 "f travel instructions for booking and issuance
of travel authorization for processing by the Travel Unit. 1/

2. Trave1 Unit: two main activities:

(a) Control of itineraries, completion of travel
authorizations and transmittal to:

(i) Finatrce for registration and obligation;
(i"i) Travel agency, for issuance of tickets.

(b) Control and completion of travel claims and
transmittal to Finance for registration and

. deb it ing.

3. Travel Agency: receipt of itineraries and.travel authorizations,
booking and issuance of tickets.

4. Finance: t$ro main activities:

(a) receipt of travel authorization and entry of
obl igations ;

(b) receipt of travel claims, debiting and payments
to claimant staff.

B. Computer application systems required:
1. Divisions and/or Departments:

(a) on-line access to the Travel Agency automated itinerary
composition and pricing file;

(b) on-Iine preparation and issuance of Travel Authorization
for both recogding into the Active Travel File and
printing on standard form for distribution;

(c) on-line inquiry to the Travel Agency Ticket Confirmation
File, for pick-up of tickets.

Ll Travel claim should be prepared by the staff member for approval by
the Certifying Officer and submission to Travel Unit for payment
proc es s ing.

/...



-29-

Annex ffl (continued)

2. Travel Unit:

(a) on-line access to the same Travel Agency automated
itinerary composition and pricing file;

(b) on-line access to the Active Travel File, for
control and clearance;

(c) automatic transfer of authorized travel from the
Active Travel File to the Authorized Travel File;

(d) on-line entry, control and completion of travel
claims into a TravelClaim Active File;

(e) automatic transfer of completed travel claims to
the Authorized Claims File.

3. Travel Agency:

(a) on-line access to the Authorized Travel File,
for booking and issuance of tickets;

(b) on-line access to the Travel Agency Ticket Confirma-
tion File, for automatic confirmation to the
Divis ion/Depar tment.

4. Finance:
(a) on-line access to the Authorized Travel File, for

clearance and entry of obligations;
(b) on-1ine transfer of completed obligation vouchers

to the General Accounbts System, daily batching;
(c) on-line access to the Authorized Claims Fi1e, for

entry of payment vouchers and payments processing
(including automatic issuance of cheques?);

(d) on-line transfer of completed payment vouchers to
the General Accounts System, daily batching.

C. System development and implementation steps:
(f) overall system study and proposal I

Q) detailed system specifications to include the following
steps;

(3) travel authorizations processing in the Travel Unit;
(4) travel authorizations processing in the TraveL Agency;
(5) travel authorization processing in Financel
(6) travel authorization processing in each department

and/or division: this sub-system should be
implemented gradually, one office at a time;

/,,.
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Annex III (continued)

the Travel- Unit;
Finance.

( 7) claims process ing
(8) claims processlng

Travel Agency

Receipt of itineraries and
TraveI authorizations. Makes
booking and issues tickets

1n

1n

For each of the above steps, costs for the following activities should be
defined: system analysis; programming and testing, related computer pro-
cessing resources, user training, documentation.

SUMMARY OF EDP SYSTEM FOR USE WITH REGARD TO IRAVEL

Divisions and/or Departments

I terminal+ printer: For the preparation of itineraries,
instructions for booking, issuance
and travel claims.

Travel Unit:

4 terminals + 2 printers: I)

transmittal of travel
of travel authorization

of travel claims including
other aufhorized expenses and
for registration and debiting.

?)

Control of itineraries, and transmittal- to travel
agency. Control and completion of travel authoriza-
tion and transmittal to: a) Finance for registration
and obligation; b) to Travel Agency for issuance of
tickets.
Control and
computation
transmittal

F inance

Receipt of Travel authorization and obliga-
ting funds. Receipt of travel claims
debiting and making payments to staff members.

compl et ion
of DSA and
to Finance

I
I

I

+


