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The issue of proposed definition of “development expenditure” in the context of the Program and Budget has been discussed at the 19th, 20th and the 21st session of the Program and Budget Committee (PBC)[footnoteRef:2], held in 2012 and 2013 respectively.  [2:   Summary of Decisions and Recommendation made by the 19th and the 20th session of the PBC appear in documents A/50/14 and A/51/13 respectively.  Summary of Decisions and Recommendations made by the 21st session is reproduced in document A/51/14.] 

In accordance with the PBC recommendation made at its 21st session (see document A/51/14), attached is document WO/PBC/19/25 containing Proposal by the Chair of the PBC; Definition of “Development Expenditure” for the consideration of the WIPO General Assembly. 
[bookmark: _GoBack]3.	The WIPO General Assembly is invited to consider this issue and take appropriate action.
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Program and Budget Committee


Nineteenth Session
Geneva, September 10 to 14, 2012



PROPOSAL BY THE CHAIR OF THE PROGRAM AND BUDGET COMMITTEE (PBC);
DEFINITION OF “DEVELOPMENT EXPENDITURE”
(AGENDA ITEM 9)

Document presented by the Chair of the PBC


1.	Following concerns expressed by several delegations during the 18th session of the PBC, the definition of development expenditure in the Program and Budget 2012/13 was considered as an interim definition for purposes of the 2012/13 biennium Program and Budget.  It was decided that this definition would be refined further, in informal consultations convened by the Chair of the PBC, with a view to evolving a more precise definition of ‘development expenditure’ in the context of the WIPO Program and Budget.  It was also agreed that the revised definition should be submitted to the 19th session of the PBC for consideration and recommendation for approval by the General Assembly in 2012.  The revised definition would be used for the preparation of the Program and Budget for the next biennium 2014/15.

2. 	Following the above decision, the Chair of the PBC convened two informal consultations on July 3 and August 24, 2012, on the definition of development expenditure in the context of the WIPO Program and Budget.  

3. 	The present document consists of the following: 

(a) Current definition of development expenditure (Program and Budget 2012/13);
(b) A revised definition of “Development Expenditure” as proposed by the Chair of the 	PBC;
(c) Q&A “Definition of Development Expenditure in the context of the Program and 	Budget”; 
(d) Comments received from Member States in time for the second informal 	consultation convened by the Chair of the PBC on the revised definition of 	“Development Expenditure”.
(e) Comments from one Regional Group received following the two informal 	consultations convened by the Chair.   
4.	The Program and Budget Committee is invited to recommend to the Assemblies of the WIPO Member States the approval of the new definition of development expenditure 
for the purpose of preparing Program and Budgets in future biennia.
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CURRENT DEFINITION OF DEVELOPMENT EXPENDITURE 
(PROGRAM AND BUDGET 2012/13)


(paragraph 30, page 23, English version)



Expenditure is qualified as “development expenditure”, only when the beneficiary is a developing country and the equivalent expenditure is not available for developed countries.  These amounts exclude foregone revenues resulting from the fee reductions accorded under the international registration systems for applicants from developing countries.  Consistent with past practice, countries with economies in transition are included for the purpose of the Program and Budget.
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REVISED DEFINTION OF “DEVELOPMENT EXPENDITURE” AS PROPOSED BY THE CHAIR OF THE PBC



Expenditure is qualified as “development expenditure” when it is used to finance development-oriented assistance provided by WIPO to developing countries and the equivalent expenditure is not provided to developed countries. In addition, the development activities financed by WIPO should directly contribute to: 

· Enabling developing countries to derive benefits from the IP system, to reduce the costs of its use, and to better protect inventions and creations around the world; and,

· Reducing the knowledge gap between developed and developing countries by facilitating developing country access to knowledge and supporting their engagement in innovating, producing, using and absorbing technologies, new forms of expressions and creativity. 

It is understood that the following activities should seek towards directly achieving the above impact:

· development of national intellectual property strategies, policies and plans in developing countries;  
· development of national (and where relevant regional) legislative, regulatory and policy frameworks that promote a balanced IP system (including related research);
· support for the engagement of developing countries in global and regional decision-making and dialogue on IP;
· building modern state-of-the-art national IP administrative infrastructure; 
· support-systems for users of the IP system in developing countries; 
· training and human capacity building in developing countries;
· promotion of innovation and creativity, technology transfer and access to knowledge and technologies in developing countries (including related research).

It is further understood that “development expenditure” is not used to finance the Organization’s management, administrative and finance-related activities or functions.
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Q&A 

“DEFINITION OF DEVELOPMENT EXPENDITURE IN THE CONTEXT OF 
THE PROGRAM AND BUDGET”


Q1: Of the CHF 137.9 million classified as development expenditure, how much refers to personnel and non-personnel expenditure?

A: The breakdown of the total of development expenditure to personnel and non-personnel expenditure follows roughly the same distribution as for the 2012/13 budget as a whole (i.e. approximately 65% of the total budget for 2012/13 refers to personnel resources and 35% to non personnel resources).  Therefore, of the total of 137.9 million estimated development share, approximately 88 million refer to personnel resources and 50 million to non-personnel resources.   


Q2: In the “External Review of WIPO Technical Assistance in the Area of Cooperation for Development” the authors pointed out that “there is no systematic tracking of WIPO’s development expenditure by sector, Program, country, activity, objectives, expected results, or impact”.  What is the mechanism that has been put in place to track development expenditure in the biennium 2012/13? 

A:  The scope of the external review report included the biennia 2008/09 and 2010/11 and does therefore not fully acknowledge improvements made in preparation for, and in the biennium, 2012/13. 

Reference is made to the PPR 2010/11 (WO/PBC/19/2) which provides a brief summary of the evolution of the estimation of development expenditure at WIPO: 

“A comprehensive estimation of development expenditure was introduced for the first time in the revised Program and Budget 2008/09.  During the past biennia, the Secretariat has continued to refine the development expenditure methodology and to work on establishing appropriate expenditure tracking mechanisms.  The 2010/11 methodology was, as in 2008/09, based on high level estimations at the Program level, whereas the approach has been considerably refined in the Program and Budget 2012/13 based on a detailed bottom-up activity-level approach.  This revised approach for 2012/13, complemented by the establishment of development expenditure tracking mechanisms through the ERP, is expected to lead to a more refined reporting on development expenditure in the upcoming biennia as compared to the high level estimations at the level of Programs applied in 2010/11”.


Q3: Is it possible to have a breakdown of the CHF 137.9 million classified as development expenditure in terms of regions and countries?
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A: Biennial planning focuses on results and the resources required to achieve those results. As the preparation of the Program and Budget commences more than a year before implementation - and more than three years before the end of implementation of any given biennium - biennial planning does not include detailed country level planning.  Activities at the country level are detailed in the
1


annual workplans (without the associated resources by country), once the biennial results framework and the associated resources have been approved.

“Country” is not currently a dimension on which expenditure is tracked. The Secretariat is currently investigating the possibility of adding this functionality in the ERP. 

A breakdown of the budget by region is therefore equally not feasible. In some cases, the performance indicators have been broken down by region and therefore reflect the breakdown of planned achievements by region. It is not possible to associate the resources accordingly to regions.     


Q4: Is it possible to have a presentation of the development expenditure Table 9 (Development Activities in 2012/13) (on page 23) broken down by cost category? 

A: With the improvements of the tools (ERP) in the biennium 2012/13, the Secretariat will investigate the possibility of providing such a detailed breakdown within the context of the preparation of the Program and Budget 2014/15.


Q5: The current proposed draft definition is very detailed. Would it be more appropriate to have a high level definition?

A: The level of detail in the definition is entirely up to the Member States. A more detailed definition, including a list of the strategies to achieve the desired development impact, presents the advantage of serving as a better guidance for the Secretariat for estimating the development share (“counting”).


Q6: Is the list of activities contained in the proposed definition intended to be exhaustive or non-exhaustive?

A: The Secretariat understands the “list of activities” in the definition proposed by the Chair to rather reflect main implementation strategies. It understands that the aim is not to be exhaustive but rather to provide sufficient guidance for the “counting” which needs to take place as part of the preparation of the Program and Budget.
 

Q7: Should "management, administrative and finance-related expenditures" be excluded from future estimations of development expenditure altogether or should those directly related to development activities be included?

A: It is recalled that in the Program and Budget 2012/13 all management, administrative and finance-related expenditures”, i.e. all resources associated with Strategic Goal 9 have been excluded from the development share of the Program and Budget 2012/13, with two exceptions only: CDIP RBM project (which facilitates the planning, monitoring and implementation of development related activities and therefore the overall quality of the outcomes achieved) and country evaluations conducted by IAOD (identifying lessons learned to improve developing country programs).

For future biennia, the Secretariat would be guided by the Member States as to whether to include or exclude "management, administrative and finance-related expenditures".     


Q8: The proposed definition excludes (as does the current one) expenditures for activities which are also undertaken in developed countries.  Should such broader technical cooperation activities (which serve both developed and developing countries) be included? 

A: Further clarification of what is meant by “broader technical cooperation activities” which serve both developed and developing countries, including examples, would be useful to inform further discussion on this issue. 


Q9:  Could the concept of "equivalent expenditures" be further clarified?

A: Equivalent expenditure not being available for developed countries would mean, for example, that “financing participants from developing countries to participate in the WIPO Standing Committees” is counted as development expenditure as it benefits developing countries only and  a similar expense is not available for developed countries.  


Q10: Has the Secretariat undertaken a survey of definitions of development expenditure in other international organizations? To what extent are existing definitions relevant in the context of WIPO’s mandate?

A:  The Secretariat has conducted research on development tracking mechanisms in other agencies, including both those focused entirely on development and specialized agencies.  The Secretariat has found no agency with a similar situation as at WIPO, where development is mainstreamed throughout the Organization and with similar reporting requirements for development expenditure.  Based on the said research, it therefore appears that experience from other agencies is not directly relevant and applicable to the WIPO context.


Q11: Can “assistance” be replaced with “activities” in the second line of the proposed definition?  Can “LDC” be added after “developing countries”?  Can “their” be added before “inventions and creations around the world” in the first bullet point?

A: The Secretariat will be guided by the Member States in the fine-tuning of the wording of the definition.  


Q12: What would be the financial impact of applying the proposed definition to the 2012/13 Program and Budget? Could a comparative table be made available?
 
A: The estimated total development share of the 2012/13 budget applying the new definition amounts to 19.2% (including Development Agenda projects).  The difference is due to the exclusion of the development share for the following expected results as a result of applying the proposed new definition: 

- 	Enhancement of overall PCT system
	Proposed Budget 12/13:	3,225
	Development share:	   250

-     Better operations of the Madrid & Lisbon systems 
	Proposed Budget 12/13:	43,445
	Development share:	     730

· DA principles further mainstreamed into the Organization’s programs and activities
	Proposed Budget 12/13:	4,199
	Development share:	4,199  

· Effective planning, implementation, monitoring, evaluation and reporting on the DA recommendations
	Proposed Budget 12/13:	1,220
	Development share:	1,220 
· Enhanced understanding of the DA by Member States, IGOs, civil society and other stakeholders
	Proposed Budget 12/13:	1,523
	Development share:	1,523  

· Increased extra-budgetary resources available for IP for development, either through direct contributions to WIPO or access to other external funding mechanisms
	Proposed Budget 12/13:	1,769
	Development share:	1,429

· Timeliness of PATENTSCOPE updates regarding PCT applications
	Proposed Budget 12/13:	2,159
	Development share:	    540 

· Systematic and effective cooperation and coordination between the work of WIPO and other international organizations in the field of building respect for IP
	Proposed Budget 12/13:	785
	Development share:	589

· More effective communication to a broad public about intellectual property and WIPO’s role
	Proposed Budget 12/13: 	13,664  
	Development share: 	5,974

· Improved service orientation and responsiveness to inquiries
	Proposed Budget 12/13:	2,935  
	Development share:	1,402

-	WIPO effectively interacts and partners with UN and other IGO processes and negotiations
	Proposed Budget 12/13: 	3,652  
	Development share:	65

· Efficient and effective results-based programmatic and financial planning, processing, 
	      implementation, assessment and reporting 
	Proposed Budget 12/13:	18,901
	Development share:	     605

· Evidence-based evaluative information available to senior management, program managers and Member States for decision making
	Proposed Budget 12/13:	2,321
	Development share:	1,741

The 2012/13 results framework table (Program and Budget 2012/13, page 12, English version) with an estimation of the development share in the Program and Budget 2012/13 when applying the proposed new definition (relevant expected results highlighted in green) will be made available to Member States at the PBC.


Q13:  How can Member States assess the extent to which the strategies listed in the proposed definition contribute to development?

A:  The annual and biennial Program Performance Reports (PPRs) provides a regular assessment of results achieved by the Organization.  In addition, independent evaluations are systematically conducted for all Development Agenda projects. Other independent evaluations are conducted by the Independent Audit and Oversight Division (IIAOD), including country evaluations.  


Q14:  Are there any overlaps between the strategies listed in the proposed definition which would result in some development expenditure being double-counted?

A:  Each of the listed strategies can be mapped to distinctive expected results in the 2012/13 results framework chart. The development share for each expected result is therefore only counted once.

    
Q15:  Are the funding of participants form developing countries and LDCs counted as part of the development share in the Program and Budget 2012/13?

A:  Yes, the financing of participants from developing countries and LDCs is part of the estimated development share for 2012/13 as it is considered support for the engagement of developing countries in global decision-making and dialogue on IP. 


Q16:  Are the PCT fee reductions for applicants from developing countries counted as part of the development share in the Program and Budget 2012/13?

A:  No, the PCT fee reductions are not counted as part of the development share in the Program and Budget 2012/13 (please refer to paragraph 30, page 23, of the Program and Budget 2012/13 (English version)).  



 (
Reduction PCT application fee
Average cost of processing a PCT application
Regular PCT application fee
Direct cost i.e. subsidy
Foregone revenue
)



Foregone revenue is estimated at 13 million Swiss francs in the biennium 2012/13. The estimate of the direct costs, i.e. subsidy, is currently in progress.  
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Development Agenda Group (DAG) Program and Budget Committee

Comments on the Chair's Consultations regarding the definition of
Development Expenditure
July 31, 2012

On the current definition:

· DAG considers that the current definition of development expenditure is not accurate. It does not address the nature of the activities being carried out. It simply states that "the beneficiary is a developing country and the equivalent expenditure is not available for developed countries";

· WIPO has currently 185 Member States. The vast majority are developing countries, economies in transition and LDCs. It is only natural that a substantial amount of expenses is directed at providing services to these Member States. Regular expenses should not be included in the "development expenditure" share, because they would occur under any circumstance. The current definition does not make it clear if regular expenses are  being accounted for as development expenditure. That is why it is necessary to address the nature of said expenditure.

On the understanding of 2012/2013 figures:

· Total expenditure of WIPO for the  2012-2013 biennium is estimated at CHF 647 million. Personnel expenditure is estimated at CHF 413 million. This is equivalent to approximately 64% of total. Of the CHF 137.9 million classified as development expenditure, DAG would like to know how much refers to personnel expenditure and how does the Secretariat calculate that. A spreadsheet with detailed information in this regard is also required.

· Non-personnel expenditure is calculated at CHF 234 million. This represents approximately 36% of total. In the same manner, of the CHF 137.9  million classified as  development expenditure, DAG would like to know how much refers to non-personnel expenditure and how does the Secretariat calculate that. A spreadsheet with detailed information in this regard is also required.

· In the "External Review of  IPO Technical Assistance in  the Area of Cooperation for Development", prepared by Dr. Carolyn Deere Birkbeck and Dr. Santiago Roca for the CDIP (Document CDIP/8/INF/1), the authors pointed out that "there is no systematic tracking of WIPO's development expenditure by sector, Program, country, activity, objectives, expected results, or impact. As a result, there is no sound basis for estimating development-related expenditure or to assess its cost-efficiency." (Page 165). In this regard, and as a starting point, a


proper breakdown of Table 7 of the Program and Budget for 2012/13 (by Object of Expenditure) (Page 18) into "Proposed Budget" and "Development Expenditure" is needed. This would allow verifying, on a global basis, how the Organization views the allocation of resources to development activities, as per the interim definition.

· As the basis for the classification made by the Secretariat is the recipient country, it would be also necessary to have a breakdown of the  CHF 137.9 million classified as development expenditure in terms of regions and countries.

· The DAG would also like to see Table 9. (Development Activities in 2012/13) (on page 23) in the same format of Table 7. In other words, a proper breakdown of the utilization of program resources in terms of the main components of personnel and non-personnel expenses is needed.

On a new definition

· In the "External  Review of WIPO Technical  Assistance in  the  Area  of  Cooperation for Development", prepared by Dr. Carolyn Deere Birkbeck and Dr. Santiago Roca for the CDIP (Document CDIP/8/INF/1), the authors provide a definition of development-oriented assistance that  should  guide  the  PBC  when  defining  development  expenditure.  The   Deere-Roca contribution provides specific guidance in the context of the activities carried out by WIPO, and details the profile of development activities. From a substantive view point, according to the authors, development-oriented assistance is that which:

· Reduces the knowledge gap between developed and developing countries so that developing countries  are  more  actively  involved  in  innovating,  producing,   using and absorbing technologies as well as propelling new forms of expressions, creativity and knowledge;
· Enables greater participation of developing countries in deriving broader benefits and reducing the costs of using the IP system at the global, regional and national level;
· Helps countries devise coherent national IP strategies, policies, laws and regulations that are linked to broader development and public policy objectives and tailored to respond to specific needs and problems.
· Aligns national or regional demands for support and activities with development needs as well as national IP strategies/policies,
· Takes into consideration the social and economic context and the regulatory and institutional environment of the country;
· Takes into account the priorities and special needs of developing countries ... as well as the different levels of development..." (DA Rec. 1)
· Facilitates access to knowledge and technology for developing countries and LDCs to foster creativity and innovation" (DA Rec. 19);
· Enables  developing  countries  to  fully  understand  and  benefit  from different  provisions, pertaining to flexibilities provided by international agreements.. " (DA Rec. 25);
· Builds national  and  regional  capabilities of  IP  offices to administer the protection and enforcement  of  rights in ways  that  advance development  goals and meet  international obligations where they exist; and


· Enables developing countries (including all relevant stakeholders) to make use of IP and the IP system to boost local development as a tool to contribute to protect their own inventions and creations on the international market and enforce their rights.

· From the perspective of the Development Agenda Group, the guidelines elaborated by the authors of the external review should serve as a basis for the definition of "Development Expenditure" for the PBC.

· In this context, without prejudice to further analysis and comments, the Development Agenda Group supports the Chair's proposal for a revised definition of development expenditure, as circulated to Group Coordinators on July 6, 2012.
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