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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 1 – September 2007 

What is the definition of a “maintenance” budget? 

This PWB is elaborated in the overall context of the ongoing IEE, UN Reforms and implementation of 
approved FAO Reforms. The Council, in considering the Summary PWB at its June 2007 session, 
agreed that a “maintenance budget” provided a basis for further development of the full PWB.  The 
maintenance budget in the PWB 2008-09 is aimed at preserving purchasing power in the execution 
of the Programme of Work by identifying: 

• anticipated cost increases, now estimated at US$ 101.4 million1, and  
• implications for incremental costs reported to, or endorsed by, Members during 2006-07 for 

implementation in 2008-09, now estimated at US$ 18.7 million (see below).  
 
The June 2007 Council recognized that a major reprioritization effort would not be warranted at this 
stage, as it would prejudge the eventual recommendations of the IEE on the substance of FAO’s work.  
Accordingly, the maintenance budget focuses on the substantive priorities already agreed by the 
membership and reflects the organizational changes so far approved by the governing bodies.  
 
A maintenance budget will allow the Organization to meet Members’ expectations for results that 
respond to the main trends and challenges affecting food and agriculture (see Note 3), contributing to 
improved food security, sustainable agriculture and rural development, and the conservation and 
sustainable utilization of natural resources. This will be achieved, for example, through global plans 
of action for plant and animal genetic resources, safe use of pesticides, development and 
implementation of IPPC and Codex standards, combating transboundary diseases and pests of 
animals and plants, addressing the implications of rapidly evolving food distribution systems and 
international markets, the sustainable management of forestry and fisheries resources, and improving 
the information base for policy formulation and the exchange of experiences across countries.  
 
Planned work in four key multidisciplinary areas has been specially highlighted within the 
maintenance budget, as per the Council’s advice: 

 knowledge exchange, including dissemination of best practices, interactive services with 
interested constituents, and thematic knowledge networks; 

 capacity development, taking a mainstreamed approach across all FAO programmes; 
 climate change, to progressively reflect major contributions inherent in FAO’s mandate, 

towards both mitigation and adaptation policies and measures; and 
 bioenergy, to tap its potential in an equitable manner, ensuring that the food security and 

environmental sustainability dimensions are understood and taken into account. 
 
The incremental requirements that emerged in 2006-07, and that have been reported to, or endorsed 
by, Members for implementation in 2008-09 without matching funding, include: 

• the introduction of Russian as a language of the Organization, amounting to US$ 1.7 million 
based on a phased approach (down from US$ 5.2 million in the SPWB); 

• Capital Expenditure projects of US$ 13.7 million, including the Implementation of the 
International Public Sector Accounting Standards (IPSAS); and 

• one-time and transition costs of US$ 3.3 million resulting from completing the reforms already 
approved (down from US$ 5 million in the SPWB). 

 
The maintenance budget does not address certain areas of underfunding that have built up over the 
years or possible follow-up to the IEE and UN Reforms, the cost of which remains unquantified at 
present. 

                                                 
1  For further details, see Information Note 5 
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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 2 – September 2007 

What are the initiatives for pursuing savings and efficiency gains?  

 
Identification and regular reporting of efficiency savings commenced in the mid-1990s, and reported 
efficiency savings total nearly US$ 80 million per year compared with 1994. A revised framework 
was initiated in 2006, and the target rate of efficiency savings, of 1.0-1.5% p.a., was exceeded in 
2006-07. The Organization expects to achieve efficiency savings in excess of US$ 10 million in 
2008-09.  
 
Opportunities will be sought, consistent with current best practice, across four broad themes: 

• Efficiencies: focusing on inputs, and seeking “reductions in the cost of inputs without material 
negative impact on the outputs2” (as defined by the FAO Council); 

• Cost recovery improvements: ensuring FAO is adequately reimbursed for its services, where 
appropriate, also in accordance with the expectations of the Council; 

• Streamlining administrative and financial processes: aimed at achieving further efficiency 
gains and enhanced human resources policy and management, as supported by Conference 
Resolution 6/2005 on reforms in the Organization; and 

• Productivity gains: targeting opportunities for increases in outputs without increasing the cost 
of inputs. 

 
The ongoing and planned efficiency initiatives can be broken down into four types:  
 
From the approved Reforms: Complex business process changes were set in motion in 2006-07, 
including to achieve the full implementation of the Shared Services Centre (SSC), where savings of 
US$ 8 million3 are anticipated from 2009, after a period of further investment and transition to 
implement the approved structure. In a similar vein, the positioning of multi-disciplinary teams in 
new lower-cost geographical locations has begun to yield savings arising from favourable staff-cost 
differentials totalling US$ 4.1 million, which will largely accrue from 2008-09. Furthermore, the 
continued streamlining of policy and operations groups in regional offices will yield further savings of 
US$ 1.2 million in 2008-09. Taken together, these measures would yield efficiency savings in excess 
of US$ 13 million, however, the further capital investment of about US$ 2 million, planned under 
Chapter 8, Capital Budgeting, and the phased realisation of savings in the SSC will reduce this figure 
in 2008-09. 
 
At the Institutional Level: The implementation of the Human Resources Management System (HRMS) 
provides the foundation for further streamlining of business processes, including the remote 
processing of administrative actions and electronic processing. It is the basis for the deployment of 
the HR Management Model, which will improve the overall quality and efficiency of HR 
management while achieving cost savings. To encourage adoption of more efficient practices, as 
soon as budgetary conditions allow, the Organization also wishes to implement an incentive system 
that withholds around 1% of annual budgets and allows managers to earn back funds withheld based 
on demonstrable and sustainable efficiency measures.  In addition, a central “innovation fund” could 
facilitate small up-front investments aimed at improving efficiency or productivity. 
 
At the Budget-holder Level: Initiatives under this heading include, in the finance area, the use of self-
service facilities and electronic workflows in corporate financial systems and a new banking structure 
for Headquarters. In infrastructure services, energy saving and environmental measures continue to 

                                                 
2 CL 110/REP, para. 24 
3 CL 131/18 paragraph 74 
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be assessed and a central registry system is also being studied, particularly with the technological 
development of a Digital Records Management System (DRMS).  The incentive system referred to 
above would continue to focus budget-holders on the need to pursue efficiencies. 
 
At the Inter-agency and UN System Level: FAO is exploring the extent to which closer collaboration 
on “back-office” administrative and processing work between the Rome-based agencies could lead to 
overall efficiency savings. Opportunities being explored are in areas including: Procurement, Human 
Resources, Finance, Information Systems, Conference and Protocol, Country Office Services and 
Knowledge Exchange. An Inter-Institution Coordination Committee (IICC) has been established 
composed of the Heads of Administration and Finance Departments, and Heads of Units responsible 
for inter-agency affairs, of FAO, IFAD and WFP. It will be responsible for reviewing, approving and 
prioritizing the overall programme of inter-organization activities, provide authority for the necessary 
resources, and ensure that approved initiatives are included in each Organization’s overall 
Management Plan. The IICC will also consider mechanisms for joint service provision, such as initial 
Memoranda of Understanding followed by a more integrated service approach in the medium term, 
including delivery through joint Shared Service Centre mechanisms. Although not quantifiable at this 
stage, a progress report monetising potential efficiency savings is envisaged for discussion at the Joint 
Meeting of the Programme and Finance Committees in May 2008.  
 
FAO is also aiming to extend its work with UN partners further in 2008-09 in the context 
of ”delivering as one” and, drawing on the Paris Declaration, to contribute to enhancing aid-
effectiveness. The Organization will be an active partner in developing harmonised approaches to 
budgeting, including financial aspects, such as financial reporting to donors, common Letter of 
Agreement formats, support costs and cash transfers.  The Organization also looks forward to the 
recommendations of the IEE insofar as they present further opportunities for streamlining and 
efficiency gains. 
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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 3 – September 2007 

How is multidisciplinary work enhanced? 

 
The programme of work responds to the main trends and challenges affecting food and agriculture – 
uneven population growth, urbanisation and the demand for higher food quality and safety, rapid 
economic integration and the resulting changes in food consumption and production patterns in 
competition with alternative sources of energy, pressures on natural resources, the implication of 
climate change, and the incidence of transboundary pests and diseases. The programmes focus on 
priority areas of FAO’s comparative advantage, strengthening the linkage between global analytical 
work and experience gained from local application, with an emphasis on multidisciplinary action. 
 
Joint planning and mainstreaming of priority areas for interdisciplinary action 
 
Strengthening interdisciplinary action is one of the guiding principles underpinning the approved 
reform initiatives of the 2005-06 period. The use of ex ante joint planning has been promoted, 
particularly as relates to the 19 areas hitherto identified as “priority areas for interdisciplinary action” 
(PAIAs). This was also in line with the guidance of the Programme Committee calling for greater 
selectivity and the desirability of “mainstreaming” PAIAs, whenever possible. Hence, ten erstwhile 
PAIAs were recast as multidisciplinary programme entities, anchored more firmly to the most relevant 
programme(s) in the PWB 2006-07, including a dedicated programme entity on Climate Change.  
 
In the PWB 2008-09, the mainstreaming effort has been pursued by placing work on another multi-
disciplinary priority theme, bioenergy, in a dedicated programme entity, with inputs budgeted there 
by a number of concerned units. Work in many of the interdisciplinary areas is guided and facilitated 
by both formal and informal inter-departmental groups. 
 
Another means of facilitating multidisciplinary work has been some recent changes to the 
organizational structure, in particular in relation to: knowledge management and capacity building 
through the Knowledge Exchange and Capacity Building Division (KCE); and climate change and 
bioenergy through the Environment, Climate Change and Bioenergy Division, (NRC). Meanwhile, 
work on Gender and Development is being carried out within the framework of the related Plan of 
Action sanctioned by the Conference, led by the Gender, Equity and Rural Employment Division 
(ESW). At the field level in Africa, Europe and Central Asia, and Latin America and the Caribbean, 
multidisciplinary work is facilitated by the establishment of small Multidisciplinary Teams in the 
Subregional Offices. 
 
Increased catalytic funding 
 
Since the PWB 2002-03, a provision for catalytic resources to support multi-disciplinary work has 
been included in the budget, initially at a rather modest level. The PWB 2008-09 incorporates a 
substantial increase for central catalytic funding, bringing the available provision to US$ 2.8 million. 
Of this, US$ 1.6 million is earmarked to support work on knowledge management, capacity building, 
climate change and bioenergy, while the remainder of the provision would, as heretofore, be 
available to groups handling priority multidisciplinary activities on a “competitive” basis, i.e. subject 
to the respective merits of requests coming from these groups, and also taking account of the eventual 
availability of extrabudgetary resources. 
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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 4 – September 2007 

A more integrated presentation of Regular Programme and extrabudgetary resources 
 
Since 1998-99, the PWB presents the Programme of Work funded from assessed contributions and 
from support cost resources and other income, and also informs the membership of the level of other 
expected extrabudgetary voluntary contributions. Since 2006-07, expected extrabudgetary resources 
have been categorized as direct support to the programme of work, support to the field programme 
and assistance to Member Countries, and emergency assistance.  The total extrabudgetary 
expenditure on projects has been approaching the same order of magnitude as that of the 
Organization’s Programme of Work.  
 
Ongoing changes in the development assistance environment are influencing the flow of voluntary 
contributions. These include commitments to increase harmonisation, alignment and managing for 
results within the framework of the Paris Declaration on Aid Effectiveness; and, UN reform, including 
TCPR and the “Delivering as One” country pilots. Furthermore, emerging donors and funding sources 
are tending to focus more on specific programmatic challenges, while increased resources are being 
provided through unilateral trust funds, whereby beneficiary governments fund their own 
development support, including from FAO.  
 
These changes, as well as forthcoming guidance from the Governing Bodies and the IEE, offer an 
opportunity for FAO to develop a more coherent resource mobilisation strategy which would better 
link its overall objectives and attendant resource requirements to various sources of funding. It would 
be based on the prioritised programmes and expected results agreed by the membership through 
action at global, regional and local levels, guided by an agreed framework and transparent process. 
Ultimately, this would enable the Organization to fund its total work according to strategic priorities 
agreed by Members and regional/national needs, regardless of the source of funding. 
 
In the meantime, the presentation of extrabudgetary resources in the PWB 2008-09 builds on ongoing 
processes to enhance integration with the Regular Programme of Work. For example, the Strategic 
Partnership Agreements and the Special Fund for Emergency and Rehabilitation Activities are proving 
to be practical tools for multi-year financial frameworks for longer term and less conditional funding. 
Cross-cutting areas of potential interest for extrabudgetary funding are being actively pursued in 
contacts with donors. The multi-year programmes of work of commissions and treaties form the basis 
not only for resource allocations by FAO to the core work of these bodies, but also voluntary 
contributions to both the core work and to extend the impact through technical assistance. FAO is 
actively engaged in country programming processes within the CCA/UNDAF framework, including 
use of National Medium Term Priority Frameworks to identify country-based programme and 
resource needs for food and agriculture. 
 
Taking into account these new mechanisms, the extrabudgetary resource estimates for 2008-09 were 
built in two steps. First, as usual, extrabudgetary resources known to be available in the coming 
biennium were determined at programme level. Then, additional extrabudgetary requirements were 
estimated according to contacts with donors and funding gaps in priority programmes. The following 
table provides an overview by Chapter of the Regular Budget Programme of Work under the 
maintenance budget in 2008-09 (funded from assessed contributions and from other income), and 
projected expenditures against voluntary trust fund contributions. 
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Integrated view of 2008-09 Programme of Work and trust fund activities 

(All amounts in US$ 000) 

  Regular 
Budget 

Trust Fund All 
Financing 

Chapter 
2008-09 

Programme 
of Work 

Direct 
Support to 
Programme 

of Work 

Support to 
Field 

Programme 
/ Assistance 
to Member 
Countries 

Emergen-
cies 

  

1 Corporate Governance 19,285 0 0 0 19,285 

2 
Sustainable Food and 
Agricultural Systems 232,963 114,464 242,205 104,874 694,506 

3 
Knowledge Exchange, Policy 
and Advocacy 224,105 27,198 129,285 35,324 415,912 

4 

Decentralization, UN 
Cooperation and Programme 
Delivery 259,409 0 10,513 0 269,922 

5 
Management and Supervision 
Services 134,690 0 0 0 134,690 

6 Contingencies 600 0 0 0 600 
8 Capital Expenditure 18,410 0 0 0 18,410 
9 Security Expenditure 20,444 0 0 0 20,444 
  Emergencies Not Allocated      172,701 172,701 
  Total 909,905 141,662 382,003 312,899 1,746,469 

  
Percentage by Source of 
Financing 52% 8% 22% 18% 100% 
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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 5 – September 2007 

What are the cost increases for 2008-09, and what is biennialization? 

 
Cost increases represent the incremental requirements beyond the current nominal budget level to 
preserve purchasing power parity with 2006-07.  They are estimated at US$ 101.4 million (net of 
income) for 2008-09, which corresponds to a biennial cost increase rate of 12.9% of the net budget 
(equivalent to a 8.4% annual increase).  
 
Personnel services account for the vast majority of the total cost increases (US$ 92.4 million or 89%), 
equivalent to 15.8% over the biennium (or 10.2% per year).  For Goods and Services (e.g. Other 
Human Resources, Travel, General Operating Expenses, etc.), the estimated inflation averages 2.4% 
per year, with US$ 11.6 million required over the biennium (3.6%). 
 

Summary of cost increases under a maintenance budget in 2008-09 at lapsed rate 
(US$ million) 

    
PWB 2008-09 
Proposals at 

2006-07 Costs 

Cost Increases 
for 2008-09 

% Cost 
Increase 

% of Total 
Cost Increase  

  Personnel Services 583.0 92.4 15.8% 89% 
  Goods and Services 326.9 11.6 3.6% 11% 
Programme of Work 909.9 104.0 11.4% 100% 
  Less income (125.5) (2.6) 2.0%   
Net budget and additional 
requirements 784.4 101.4 12.9%   

 
Of the US$ 92.4 million overall cost increases under personnel services,  US$ 70.2 million is 
attributed to biennialization (described below) and US$ 20.4 million is due to inflation (i.e. the cost 
impact of adjustments that are expected to take effect from January 2008), as tabulated below. 
 

Summary of personnel services cost increases for PWB for 2008-09 at lapsed rates 
in US$ millions 

Description 

PWB 2008-
09 

Programme 
Proposals at 

2006-07 
Costs 

Biennialization Inflation 
Total Cost 
Increases 

for 2008-09 

PWB 2008-
09 

Proposals 
at 2008-09 

Costs 

Personnel Services 

  
Salaries, Pension Fund 
Contributions and Allowances 552.7 53.0 20.4 73.4 626.0 

  
After Service Medical 
Coverage Current Service Cost 12.4 13.9 0 13.9 26.3 

  Other After Service Benefits 17.9 3.4 0 3.4 21.3 
  Sub-total Personnel Services 583.0 70.3 20.4 90.6 673.6 
Lapse Factor Adjustment 1.8 1.8 
Total Personnel Services 583.0 70.3 20.4 92.4 675.4 

 
Biennialization is the incremental financial effect in 2008-09 of staff cost adjustments that are 
occurring in 2006-07.  It is the consequence of two factors: 

• under-budgeted costs in the current biennium (2006-07), that is, actual staff costs per work 
month are at variance from the budgetary estimates prepared two years earlier; and 
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• current (2006-07) cost adjustments that took effect at some point during the current biennium 
(whether budgeted or otherwise) have to be applied to a full 24 month period in 2008-09. 

 
The Governing Bodies have recognized that staff costs are difficult to predict despite the refined 
information systems used to analyse current costs patterns and quantify trends.  In the case of the 
United Nations, staff cost requirements are adjusted annually with corresponding adjustment to the 
assessments on Member States. That is not the case in FAO, where the financial impact of such cost 
adjustments has to be factored under biennialization so that the costs can be provided for in the plans 
of the next biennium.   
 
Several factors have contributed to an unprecedented estimated level of underbudgeted staff costs 
already being incurred in 2006-07. These have been regularly highlighted to the governing bodies 
during the past two years, and the latest estimates remain consistent with those presented to the 
governing bodies since mid-2006. The main factors contributing to the under-budgeted staff costs in 
2006-07 are: 

• under-budgeted Professional salaries at headquarters and pensions, increases in education 
grant, and the impact of a lower US dollar against local currencies in decentralized offices, 
totaling US$ 13.1 million; 

• under-budgeted General Service salaries totaling US$ 16.7 million, due primarily to an 
increase in headquarters General Service staff salaries of 12.16% (US$ 13.9 million) following 
salary adjustment promulgated by the United Nations International Civil Service Commission; 

• under-budgeted after service benefits of US$ 15.6 million, due largely to US$ 14.9 million for 
under-budgeted current service cost of After-service Medical Coverage. 

 
The effect of 2006-07 staff cost adjustments applied for 24 months in 2008-09 is even greater than in 
2006-07 because all cost increases that take place at some point in 2006-07 have to be provided for 
the full duration of the biennium in 2008-09. The required adjustment of US$ 24.8 million is 
consistent with the levels that have been projected in previous PWBs. 
  

Biennialization of Staff costs (US$ millions) 

Description 

Under-budgeted 
Costs in 2006-07 to 
Reach Actual 2006-

07 Cost Levels 

2006-07 Cost 
Adjustments 

Applied for 24 
Months in 2008-

09 

Total 
Biennialization 
for Personnel 

Services 

Professional staff costs 13.1 19.8 32.8 
General Service staff costs 16.7 3.4 20.1 

Subtotal 29.8 23.2 53.0 
After service benefit liabilities 
(current service costs) 15.6 1.6 17.2 
Total 45.4 24.8 70.2 
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C 2007/3: Programme of Work and Budget 2008-09  

Information Note 6 – September 2007 

What are the incremental financial requirements to tackle financial health, liquidity situation and 
reserves? 

Besides the incremental requirements to execute the programme of work, the June 2007 Council 
stated that measures to tackle the financial health of FAO required further reflection.  The PWB 2008-
09 addresses inadequacies in the Organization’s reserves and funding for certain long-term liabilities. 
The minimum incremental funding requirements of US$ 37.3 million are put forward, of which US$ 
31 million is recurrent.  The minimum incremental funding requirement was reduced from a range of 
US$ 70.9 million in response to the Council’s feeling that a more phased approach could be pursued. 
 
The revised minimum incremental funding of US$ 37.3 million for 2008-09 now only comprises the 
two specific areas where the Secretariat has already received positive guidance from the Council, as 
follows: 
• US$ 6.4 million (one-time) to restore to the Special Reserve Account (SRA) the equivalent charge 

for a portion of the unbudgeted headquarters GS salary increase as already recommended by 
Council at its 131st session in November 2006; and 

• US$ 30.9 million (recurring) for the After-service Medical Coverage (ASMC) past service liability, 
in accord with the November 2005 Council “recommending funding at the same level prescribed 
by the latest Actuarial Valuations in future biennia”. 

 
The desirable incremental funding level of US$ 133.8 million continues to convey the Secretariat’s 
judgment of the needs for substantially and expeditiously improving FAO’s financial health and 
includes, beyond the US$ 37.3 minimum incremental funding: 

 US$ 8.8 million per biennium for the Terminal Payments Fund (TPF), which would fully fund 
the TPF past service liability (which relates to end of service payments) over a period of three 
biennia; 

 US$ 49.6 million replenishment for the Working Capital Fund, to cope with the operating 
cash requirements in the face of persistent delays in Members’ contributions; and 

 An additional US$ 38.1 million replenishment of the SRA to avoid depletion by year-end if 
significant exchange rate losses are incurred. 

 
The table below summarizes the incremental financial requirements to tackle financial health, 
liquidity situation and reserves. 
 

Table 10. Incremental requirements for addressing the financial health of the Organization (in US$ millions, 
at the 2006-07 budget rate of exchange of 1 Euro = US$ 1.19) 

Elements for improving FAO's financial health, liquidity and reserves Minimum incremental 
funding in 2008-09 

Desirable incremental 
funding in 2008-09 

Recurring requirements for staff-related liabilities 
Funding After-service Medical Coverage, past service liability 
by instalments over ten biennia 

30.9 30.9 

Funding Terminal Payments Fund, past service liability by 
instalments over three biennia 

0.0 8.8 

Subtotal recurring incremental funding requirements for staff 
related liabilities 

30.9 39.7 

One-time requirements for replenishment of reserves 
WCF (Current authorised level is US$ 25.4 million) 0.0 49.6 
SRA (Balance at end 2006 stood at US$ 12.1 million) 6.4 44.5 
Subtotal one-time requirements for building up reserves 6.4 94.1 
Total incremental requirements 37.3 133.8 

 



 11 

C 2007/3: Programme of Work and Budget 2008-09  

Information Note 7 – September 2007 

What are the cumulative funding requirements of the comprehensive financial plan for the  
2008-09 biennium and the impact on overall assessments? 

 
The PWB presents a comprehensive financial plan aimed at restoring the financial health and long-
term sustainability of the Organization following the guidance provided by the Committees and 
Council. The cumulative funding requirements would result in an increase of overall assessments of 
US$ 162.4 million (21%), expressed at a budget rate of exchange Euro 1 = US$ 1.19.  This increase is 
broken down as follows: 
 
• Funding of the 2008-09 Programme of Work in a maintenance budget, providing the resources 

needed to continue the 2006-07 Programme of Work in the 2008-09 biennium.  It includes 
estimated cost increases of US$ 101.4 million and US$ 18.7 million for incremental requirements 
that have been reported to, or endorsed by, Members (capital expenditure, transition costs and 
Russian as an FAO language), as described in Information Notes 1 and 5.  This yields a total net 
appropriation of US$ 885.8 million. 

 
• Restoring the financial health of the Organization by proposing minimum funding of US$ 51.4 

million, of which US$ 37.3 million is incremental. This will provide funding of After-service 
Medical Coverage past service liability (US$ 45.0 million), and restore to the Special Reserve 
Account a portion of the unbudgeted General Service salary increase (US$ 6.4 million) as 
described in Information Note 6. 

 
• Deduction for estimated Miscellaneous Income, as required by Financial Regulation 5.2(a). In 

order to minimize the risk that realized Miscellaneous Income will again fall short of the estimate 
and thus adversely impact the General Fund deficit (as was the case in 2004-05 and is likely to 
recur in 2006-07), the estimate for 2008-09 is set at a conservative US$ 1 million. 

 
Contributions to the budget are assessed partly in US dollars and partly in Euro. The split in US 
dollars and Euros is established by Conference in accordance with the estimated expenditures in each 
of these currencies.  In order to facilitate the comparison of incremental costs between the 2006-07 
approved budget and the 2008-09 proposals, the cumulative funding requirements above are 
provided at the fixed budget rate of exchange of the 2006-07 biennium, i.e. Euro 1 = US$ 1.19.  A 
change in budget rate affects the value of the programme of work expressed in US dollars, but has no 
impact on assessed amounts under the Conference-approved split assessment methodology or the 
resources available for expenditure, as illustrated in the table below.   
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Illustration, for a notional assessment of US$ 1 and € 1, of the budgetary impact of moving to a new 
budget rate of exchange, demonstrating that overall assessments – and thus the amounts available for 

expenditure - do not change, even though the dollar value of the budget changes 
A. For budget expressed in the currencies of assessment, there is no change when moving from 

budget rate of €1 = US$ 1.19 to US$ 1.36 
B. For budget expressed in US dollars, the US dollar value of the appropriation due in Euros 

increases from US$ 1.19 to US$ 1.36, a difference of US$ 0.17 
  At 2006-07 rate At 2008-09 rate Difference 

  Euro 1 = US$ 1.19 Euro 1 = US$ 1.36   
A. Budget expressed in currency of 
assessment     
Appropriation due in US dollars  US$ 1.00 US$ 1.00 US$ 0 
Appropriation due in Euro  Euro 1.00 Euro 1.00  Euro 0 
    
B. Budget expressed in US dollars     
Appropriation due in US dollars  US$ 1.00 US$ 1.00 US$ 0 
Appropriation due in Euro  US$ 1.19 US$ 1.36 US$ 0.17 
Total expressed in US dollars US$ 2.19 US$ 2.36 US$ 0.17 

 
 
In response to some members’ request for a comprehensive presentation of the calculation of the 
percentage increase in assessments expressed solely in US dollars at the proposed 2008-09 budget 
rate of exchange, the table below provides an overview of assessed contributions in 2006-07 and in 
2008-09 at the two different budget rates of exchange (US$/Euro 1.19 and US$/Euro 1.36).  The US 
dollar amount is higher at the US$/Euro exchange rate of 1.36, while, as noted above, assessment 
amounts – and thus amounts available for expenditure for the implementation of the programme of 
work - remain the same irrespective of the US$/Euro exchange rate.   
 

Assessed Contributions from Members in 2006-07 and 2008-09 valued in US dollars 

   2006-07 2008-09 
   $/€ 1.19 $/€ 1.19 $/€ 1.36 

    

Total assessment 
in US$ million 
at 1 Euro = US$ 

1.19  

Total 
assessment in 

US$ million at 1 
Euro = US$ 

1.19  

Total 
assessment in 
US$ million at 
1 Euro = US$ 

1.36 
 Requirements to execute Programme of Work         
  Implementation of Programme of Work 765.7 885.8 948.0 
  - less Miscellaneous Income (6.0) (1.0) (1.0) 
  Sub-total 759.7 884.8 947.0 
% difference for implementation of Programme of 
Work 

  15.7% 23.7% 

 Restoration of financial health       
  ASMC amortization of past service liability 14.1 45.0 45.0 
  Replenishment of SRA   6.4 6.4 
  Sub-total 14.1 51.4 51.4 
        
Total Assessments $773.8 $936.2 $998.4 
Overall % difference in assessments from 2006-07   21.0% 29.0% 
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The table below shows the overall assessments payable in “split currency”.  The split in US dollars 
and Euros is established in accordance with the estimated expenditures in each of these currencies.  
For the implementation of the programme of work in 2008-09, the split is 47.5% US dollars and 
52.5% Euro. 
 

Overall Assessments Arising from PWB 2008-09 Proposals Payable in Split Currency 

Biennium Net Assessments* for: 
in US$ 
million

in Euro 
million 

2006-07  PoW as per approved budget level  347.4 346.5 
2008-09  Maintenance Budget  449.5 365.8 

 % increase for PoW 29% 6% 
    

2006-07  Restoring financial health (ASMC)  5.6 7.1 
2008-09  Restoring financial health (ASMC and SRA)  24.4 19.9 

  % increase for financial health  336% 180% 
 

2006-07 
2008-09 

 
Total assessments 
Total proposed assessments 

 
353.0 
473.9

353.6 
385.7 

  Overall % increase 34% 9% 
    
* net of Miscellaneous Income   
 

 
Information note 8 provides further detail on factors influencing individual Members’ assessments. 
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Illustrated examples of the factors influencing the level of assessed contributions of individual 
Members  

 
Three main factors influence the level of assessed contributions of individual Members and the 
change in assessments from 2006-07 to 2008-09: 
 

o The increase in overall US dollar and Euro assessments, to fund a maintenance budget and to 
restore the financial health of the Organization; 

o Changes in the proposed FAO scale of contributions for 2008-09, compared with that in 
force for 2006-07; 

o Exchange rates of national currencies versus the US dollar and the Euro at the time of 
payment in 2008-09 compared with 2006-07. 

 
As explained in Note 7, the cumulative funding requirements would result in an overall increase of 
US dollar and Euro assessments due to three main aspects: i) funding of the 2008-09 Programme of 
Work in a maintenance budget; ii) restoring the financial health of the Organization; iii) decreasing 
the deduction for estimated Miscellaneous Income. The impact on assessed contributions of 
individual Members may differ from the overall rate of increase on account of the two other main 
factors, as further explained below. 
 
Changes in the FAO scale of contributions for 2008-09 
Adjustments in the scale of contributions for 2008-09 compared with 2006-07 derive from the UN 
Scale of Assessments for 2007-09 and include amendment for new Member States in FAO, notably 
the Russian Federation.  The 2008-09 FAO scale of contributions to be proposed by Council to 
Conference will directly affect the contribution due from each Member. 
 
Purely by way of illustration, the table below indicates the effect of changes in the FAO scale of 
contributions on the rates of selected contributors: United States of America, where the rate does not 
change; Brazil and Japan, where the rate has a noticeable decline; Germany, where the rate has a 
modest decline; and Australia, where the rate has a noticeable increase4.   
 

Scale of contributions 
2006-07 

% 
2008-09 

% 
Absolute 

Difference (%) 
Proportional 

change  
 United States of America                 22.000 22.000 0.00 0.0%
 Brazil 1.554 0.880 -0.67 -43.4%
 Japan                                         19.858 16.708 -3.15 -15.9%
 Germany                           8.835 8.620 -0.22 -2.4%
 Australia                                           1.624 1.796 0.17 10.6%

 
 
Exchange rates of national currencies versus the US dollar and the Euro at the time of payment in 
2008-09 compared with 2006-07 
 
Under the Conference-approved split assessment methodology, assessed contributions are due from 
members in US dollars and Euros, in accordance with the estimated expenditures in each of these 

                                                 
4  The proposed 2008-09 FAO scale of contributions envisions a proportional adjustment to the scale of assessments of more than 10% compared 
with 2006-07 for the following Members: lower assessment rates for Japan and Brazil; and higher rates for Australia, China, Mexico, 
Republic of Korea and Spain 
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currencies.  The assessed contributions for executing the Programme of Work in Euros and US dollars 
under the split assessment methodology do not vary under different budget rate of exchange 
conditions5.  
 
What may vary is the cost to individual Members in their national currencies of settling their 
contributions in the two FAO currencies of assessment. This cost variation is not due to the budget 
rate of exchange in the PWB document, but to the prevailing exchange rates of the US dollar and the 
Euro versus a Member’s national currency at the time of payment of the assessments by the individual 
Member.  
 
The evolution of the exchange rates between the national currencies and the US dollar and Euro is 
graphically depicted below for the Members tabulated above.  The graphs start with the cross-
currency rates that prevailed immediately after the Conference in November 2005, when the 2006-07 
budget was approved, up to the present time (September 2007). The extent of appreciation or 
depreciation of the local currency against the US dollar and Euro during this period is indicated, 
highlighting in particular the cross-currency rate at the time of payment of assessed contributions by 
each concerned Member.   
 

Movement of National Currencies against USD
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5 The functional currency of the Organization remains the US dollar. For details see Note 7. 



 16 

Movement of National Currencies against Euro
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Neither the future timing of payment of 2008-09 assessed contributions of Members, nor the cross 
currency rates of the US dollar and Euro against local currencies can be predicted by the 
Organization. However, the charts above seek to highlight the significance of prevailing exchange 
rates of the US dollar and the Euro versus a Member’s national currency at the time of payment of the 
assessed contributions by the individual Member, in determining the national cost of assessed 
contributions for Member States.  
 


