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Summary

The United Nations development system has scaled up efforts towards
simplification and harmonization of rules and procedures with a view to achieving a
closer match between its diverse working modalities and the pursuit of coherence. At
the system-wide level, the plan of action of the United Nations System Chief
Executives Board for Coordination/High-level Committee on Management for the
harmonization of business practices in the United Nations system represents a major
attempt at making a step change in the area of management and administration.
Recent reform dynamics, notably the “Delivering as one” country pilots, have
injected fresh energy and a sense of urgency for the United Nations development
system to reassess its way of doing business in order to facilitate coherent United
Nations operations at the country level.

United Nations system organizations have responded comprehensively to
mandates on transaction costs and on operational activities for development, in
particular General Assembly resolution 62/208. A large number of initiatives have
been undertaken in various areas and some quick-win projects have started to deliver
tangible results in terms of reducing of transaction costs and promoting closer
inter-agency collaboration. These processes have been driven by growing political
momentum, as evidenced by the expanding scope and quantity of guidance on
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business practices emanating from the executive boards and governing bodies.
However, challenges are still ahead, mainly arising from the diversity within the
United Nations system and the insufficiency and nature of funding.

The present report introduces progress towards simplification and
harmonization at the system-wide and individual agency levels, with a focus on
actions taken by the executive boards and governing bodies, as mandated by the
General Assembly.

The Economic and Social Council may wish to take note of the report and
encourage United Nations system organizations to continue to work towards
simplification and harmonization, under the guidance of their executive boards and
governing bodies.
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I ntroduction

1. The pursuit of simplified and harmonized working modalities in the United
Nations system is not new. As early as 1977, the General Assembly, in its resolution
32/197, recommended a series of measures to achieve maximum uniformity of
administrative, financial, budgetary, personnel and planning procedures with a view
to reducing transaction costs and increasing resources available to programme
countries. The need to move towards system-wide coherence in management and
administration has gained growing political momentum and has been repeatedly
reflected in Assembly resolutions on operational activities for development. Most
recently, in paragraph 112 of its resolution 62/208, the Assembly requested the
executive boards and governing bodies of the United Nations funds, programmes
and specialized agencies to assess the progress achieved, including costs and
benefits, in the area of simplification and harmonization of the United Nations
development system at the global, regional and country levels, analyse the potential
impacts on development programming and report to the Economic and Social
Council at its substantive session on an annual basis.

2. Following the adoption of resolution 62/208, the issue of the simplification
and harmonization of business practices has attracted growing attention in the
intergovernmental processes, as reflected in the conference room paper, submitted to
the Economic and Social Council at its substantive session of 2008, on actions taken
by the executive boards and governing bodies (E/2008/CRP.4). Recognizing this
momentum, the Council, in its resolution 2008/2, requested that the Secretary-
General make every effort to ensure that the information provided on the topic was
presented at future sessions of the Council in the form of areport.

3. The present report has been prepared in response to that request. It provides
the Council with a broad overview of progress towards simplification and
harmonization at the system-wide and individual agency levels. Particular emphasis
has been placed on the actions undertaken by the executive boards and governing
bodies in the course of 2008. The report focuses on three themes consistently
underscored by recent General Assembly resolutions on the triennial comprehensive
policy review of operational activities, namely, harmonization of cost-recovery
policies, rationalization of the United Nations country presence and simplification
and harmonization of rules, procedures and business practices.

4. The annual reports of the United Nations Development Programme (UNDP),
the United Nations Population Fund (UNFPA), the United Nations Children’s Fund
(UNICEF) and the World Food Programme (WFP) to the Council contain
information on discussions by their respective executive boards on simplification
and harmonization. The present report therefore limits its scope to actions taken by
the intergovernmental bodies of other United Nations system organizations. It
should be read in conjunction with the reports Secretary-General on results achieved
and measures and processes implemented in follow-up to General Assembly
resolution 62/208; on the resident coordinator system; and on human resources
challenges within the United Nations development system at the country level.
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Simplification and har monization of cost-recovery rates,
practices and policies

5. The growing imbalance between core and non-core resources substantially
increases transaction costs and challenges the principle of full cost recovery. In
2007, non-core resources accounted for over 71 per cent of the overall funding
received by the United Nations development system. Activities related to
negotiating individual funding agreements, tracking programming and reporting
financial datafor alarge number of individual projects add significantly to costs.

6. However, full cost recovery still remains rare across the United Nations
development system. A recent overview of the financial situations of specialized
agencies indicates that at least half of their total resources now came from voluntary
contributions and that they did not recover their support costs fully.

7. The cost-recovery principles, policies and practices of the United Nations
system remain diverse and complex, which, on the one hand, weakens the image of
the United Nations as a unified system and, on the other, increases the transaction
costs for United Nations system organizations and their development partners.
Although 13 per cent has been more or less accepted as a standard programme
support cost rate by many United Nations system organizations, a wide array of
programme support cost rates have been used in response to the growing diversity of
programme activities, funding arrangements and cost structures.

8. Despite strengthened efforts in recent years to simplify cost classifications and
harmonize cost-recovery practices, significant gaps still remain. For example,
although the definitions for direct costs, indirect variable costs and fixed indirect
costs are now widely used in the United Nations system (see box), the contents of
each cost category remains to be harmonized. In the long term, organizations should
identify and recover direct costs more comprehensively so that the projects will
have no element of subsidization from the core budget for activities funded from
Non-core resources.

Categories of costs for extrabudgetary activities

In 2003, the High-level Committee on Management established a
working group, chaired by the United Nations Educational, Scientific and
Cultural Organization, to promote the development of common
guidelines for the application of programme support costs within the
United Nations system. In three meetings, held from 2003 to 2005, the
working group reached a consensus on common definitions of cost
categories and principles for cost recovery, as follows:

(a) Direct costs are incurred for, and can be traced in full to, an
organization’s activities, projects or programmes in fulfilment of its
mandate. Examples include costs for project personnel and equipment;

(b) Fixed indirect costs are incurred by the organization,
regardless of the scope and level of its activities and cannot be traced
unequivocally to specific activities, projects or programmes. Typical
examples include costs for the top management of an organization;
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(c) Variable indirect costs, usually referred to as programme
support costs, are incurred by the organization as a function of and in
support of its activities, projects and programmes and cannot be traced
unequivocally to specific activities, projects or programmes. Typical
examples include service and administrative units and their related
systems and operating costs.

9. Member States are increasingly concerned about the subsidization by core
resources of activities funded by non-core resources. In its resolution 62/208, the
General Assembly requested the executive boards of the United Nations funds,
programmes and specialized agencies to review the issue of cost recovery to ensure
that core resources did not subsidize the projects undertaken through
non-core/supplementary/extrabudgetary funding. The Assembly also requested the
United Nations development system to further standardize and harmonize the
concepts, practices and cost classifications related to transaction cost and cost
recovery, while maintaining the principle of full cost recovery in the administration
of all non-core/supplementary/extrabudgetary contributions, including in joint
programmes.

System-wide efforts and progress

10. Building on an early agreement on cost classifications, recent inter-agency
efforts have moved beyond programme support cost rates to look at wider policy
issues. The High-level Committee on Management has launched a process to
re-examine the current cost-recovery modalities for further harmonization of cost-
recovery policies taking into account the development of “Delivering as one” at the
country level. A number of specific recommendations have been made, including, in
the short term, focusing on direct costs and indirect costs to be charged to projects,
and, in the medium and long term, the establishment of common guidelines for cost-
recovery purposes.

11. In April 2008, UNDP, UNFPA, UNICEF, WFP and the specialized agencies
agreed that they would use 7 per cent as a harmonized indirect programme support
cost rate for multi-donor trust fund and multiagency joint programmes and activities
at the country level. Organizations decided in the long term to achieve full cost
recovery by more comprehensively identifying and recovering direct costs.

12. Further reform efforts in this area have been made in the context of a joint
United Nations Development Group/High-level Committee on Management working
group; established in 2008, it is expected to conclude its work by the end of 2009,
with the objective of providing guidelines to: (a) clarify and reach a common
understanding of the cost categories directly and indirectly related to extrabudgetary
activities and of the respective costing methodologies; (b) adopt a sustainable and
harmonized support cost policy, avoiding cross-subsidization of extrabudgetary
projects by the core resources of the organizations; and (c) achieve, through greater
accountability and transparency, better consistency within the United Nations
system and increased credibility and trust when proposing programme support cost
rates to donors.
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Actionstaken by the executive boards and gover ning bodies

United Nations Educational, Scientific and Cultural Organization

13. The United Nations Educational, Scientific and Cultural Organization
currently recovers programme support costs by charging a percentage, such as
13 per cent of the expenditure of an extrabudgetary project. Since 1 December 2006,
10 per cent has been applied to UNESCO special accounts, unless otherwise decided
by the Director-General. In April 2008, UNESCO joined the consensus that a
harmonized 7 per cent programme support cost rate should be applied for multi-
donor trust funds and multiagency joint programmes and activities at the country
level.

14. During the 180th session of the UNESCO Executive Board, held in July 2008,
the Director-General reported on the management of extrabudgetary resources and
activities, including an update on the UNESCO cost-recovery policy. Having
considered the report, the Executive Board: (a) took note of the lead role taken by
UNESCO, in the framework of High-level Committee on Management, to
harmonize cost-recovery policies among United Nations organizations;
(b) welcomed the decision of the Director-General to introduce and implement a
cost-recovery policy that recognized the principle of true cost recovery in
accordance with the triennial comprehensive policy review; and (c) took note of the
guidelines developed by UNESCO on the cost-recovery policy and budgetary
aspects of extrabudgetary projects and acknowledged the initial efforts made to
clearly identify the direct costs and the indirect fixed and variable costs of the
extrabudgetary activities and to include all identifiable support functions in the
direct project costs.

15. The UNESCO Executive Board also invited the Director-General to:
(a) further develop the above-mentioned guidelines using a well-defined support
cost measurement methodology; (b) continue efforts to establish a well-defined
support cost policy; and (c) present to it, at its 181st session, the UNESCO cost-
recovery policy, taking into account planned and ongoing efforts for harmonization
on the issue within the United Nations system and the results of the cost
measurement study currently being conducted by the secretariat.

World Health Organization

16. The World Health Organization (WHO) continues to face difficulties in
financing its corporate management and administrative support functions owing to
the increasing share of voluntary contributions, on the one hand, and inadequate cost
recovery, on the other. The average rate for programme support costs for WHO is
currently below 7 per cent. The gap in financing the supporting functions is
widening against a backdrop where donors repeatedly request WHO to reduce the
standard 13 per cent charge.

17. In order to address the shortfall in financing the organization’s indirect costs, a
series of measures are being taken. Greater budgetary discipline is being imposed
and greater attention is being placed on the cost of implementing voluntary
programmes in order to ensure that all costs directly related to programme
implementation are charged to those programmes.
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18. Recent progress in this regard was reflected in the reports of the secretariat on
management reforms submitted to the seventh and eight sessions of the Programme,
Budget and Administrative Committee of the Executive Board, held in January and
May 2008, respectively. During the seventh session, the Committee noted that
several measures were being pursued to ensure sustainable financing of indirect
support functions aiming to maintain the organization’s standard 13 per cent
programme support cost rate, as were other measures consistent with those taken
elsewhere in the United Nations system. During the eighth session, the Committee
welcomed steps being taken to better define both the direct and indirect costs of
providing administrative and other support to activities funded by voluntary
contributions and urged the secretariat to identify mechanisms for ensuring that
those essential support functions were financed.

Food and Agriculture Organization of the United Nations

19. A range of programme support cost rates are being applied by the Food and
Agriculture Organization of the United Nations to different categories of
extrabudgetary projects. For technical assistance and direct support of regular
programme activities, a standard 13 per cent rate is in effect. With regard to
emergency assistance, a ceiling rate of 10 per cent applies. The current rate used for
jointly funded activitiesis 10 per cent or less.

20. During the period from 1 June 2007 through 31 May 2008, FAO opened
714 projects, all of which have been charged at rates falling within the currently
approved policy. Seven new projects were approved as joint programmes in the
“Delivering as one” pilot countries where a programme support cost rate of
7 per cent is levied in line with the agreement among United Nations organizations,
with the balance recovered as a direct cost to the projects. However, a significant
share of FAO programme support costs remains unremunerated.

21. Recent progress in this regard has been introduced in an annual report on
support cost expenditure and recoveries, submitted to the Finance Committee of the
FAO Council at its 123rd session. Having considered the report, the Committee:
(a) was satisfied that the project support cost rates for the period under review had
been applied within the approved policy; (b) noted with concern the persistent and
growing under-recovery of administrative and operational support costs for
extrabudgetary activities; (c) supported the proposal to extend the support cost
policy to include fixed indirect costs; and (d) looked forward to receiving a proposal
in the next annual report.

22. The cost-recovery issue was also discussed in the course of the joint meeting
of the 100th session of the Programme Committee and the 123rd session of the
Finance Committee, held in November 2008, during which the Committees noted
with concern that the calculated level of under-recovery of administrative and
operational support costs for extrabudgetary activities had been estimated at
37 per cent for the period 2006-2007, representing a significant hidden subsidy from
assessed contributions. The Committees believe that the organization must develop
extrabudgetary programme and project budgeting approaches to improve cost
recovery, taking due account of ongoing efforts to harmonize such policies and
practices in the United Nations system.
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United Nations Office on Drugsand Crime

23. The United Nations Office on Drugs and Crime recovers programme support
costs through the application of a charge of up to 13 per cent against activities
funded from special-purpose contributions (earmarked contributions). From 2005 to
2007, reduced programme support charge rates were applied to projects valued at a
total of 76.2 million.

24. At the 51st session of the Commission on Narcotic Drugs, held in March 2008,
the Executive Director of the United Nations Office on Drugs and Crime submitted
a report outlining the experience of the Office in applying the cost-recovery policy
of the United Nations. The Executive Director confirmed that the Office would
continue to apply the policies and procedures of the United Nations with respect to
programme support charges and ensure the application of clear and consistent
criteria in the granting of exceptions to the standard 13 per cent rate in 2008 and
2009. The Office is committed to ensuring the application of the programme support
charge policies being devel oped under the “Delivering as one” initiative.

25. The Commission took note of the report of the Executive Director. It decided
to establish an open-ended intergovernmental working group to discuss and prepare
recommendations, to be presented to the Commission at its fifty-second session, on
how to improve the governance structure and financial situation of the Office.

United Nations Development Fund for Women

26. During its first session of 2008, the UNDP/UNFPA Executive Board reiterated
the need for the United Nations Development Fund for Women (UNIFEM) to ensure
that functions linked to the management of other resources were adequately funded
without undue subsidization by regular resources; urged UNIFEM to harmonize its
cost recovery policy with United Nations organizations for multi-donor trust funds,
joint programmes and joint offices; and requested UNIFEM to report to the
Executive Board at its annual session of 2008 on the criteria and procedures for
granting exceptions from the flat rate and on implementation of the cost-recovery
policy.

27. In response to that request, UNIFEM submitted a background note on cost
structure and cost-recovery policy, in which it concluded that the application of the
standard rate of 7 per cent for support costs recommended under the new cost-
recovery policy could largely recover the indirect costs associated with the
management of programmes and projects funded through trust funds and third-party
cost-sharing. In the note, UNIFEM also proposed that procedures for granting
exceptions to the application of the flat rate be considered on a case-by-case basis.

28. Having reviewed the note, the Board urged UNIFEM to continue harmonizing
its cost classification and cost-recovery policy with other United Nations funds and
programmes. In addition, the Board decided that a recovery rate of 7 per cent be
adopted for recovery of indirect support costs for new third-party contributions and
a rate of 5 per cent for programme country cost-sharing contributions. The Board
also requested the Executive Director to report on the implementation of cost
recovery, including the impact of the applied rates on regular and other resources
and the use and allocation of indirect costs recovered for consideration at the second
regular session of the Board in 2009. It decided to maintain the authority of the
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Executive Director of UNIFEM to grant waivers to the cost-recovery rate through a
case-by-case review, taking into account the financial impact on the organization.

Rationalization of the United Nations country
presence through common premises, co-location and
common services

29. Increasing the number of field offices has been a common approach pursued
by various United Nations system organizations to widen the impact of their
operational activities for development on the ground and bring expertise and
normative programmes closer to Member States. The field presence of the funds and
programmes is generally structured at two levels: country offices (in a large number
of Member States) and regional or subregiona offices. For example, UNDP is
present in 166 countries, with 135 full-fledged country offices and with field staff in
31 countries where there is no UNDP country office. Regional offices, namely
regional service centres, are situated in five regions. UNICEF, UNFPA and WFP
have a similar field presence, with a relatively smaller number of country offices
that are supported by regional structures.

30. Specialized agencies take advantage of a wider range of field presence
modalities to support their field-based programmes. WHO uses the two-level pattern
of the funds and programmes, maintaining 145 country offices. Some other
specialized agencies, including FAO, UNESCO and the International Labour
Organization (ILO), have athree-level field structure, with country, subregional and
regional offices. Several agencies are located in Government-provided premises as
part of the cost-sharing arrangements. A number of agencies also seek a
strengthened presence through host agency arrangements. For instance, the United
Nations Industrial Development Organization (UNIDO) maintains UNIDO desks
within UNDP country offices. With the ongoing United Nations country-level
reform, the regional director teams have emerged as a new mechanism within the
United Nations field architecture.

31. The breadth of United Nations field structures increases the flexibility of the
United Nations system to respond to programme country needs but may also involve
substantial transaction costs. As underscored by the High-level Panel on System-
wide Coherence in its report (A/61/583), one third of the United Nations country
teams include 10 or more United Nations agencies, necessitating rationalization of
their presence in the light of cost efficiency. Regional offices have been created in
response to the oversight and support needs of each United Nations organization,
resulting in diverse configurations. To address those challenges, the Secretary-
General, as early as 1997, set the objective that all United Nations entities with
ongoing missions at the country level would operate in common premises. There is
anecdotal evidence that reform efforts so far have been successful in reducing
expenditures on housing and support services in some cases and in helping United
Nations agencies work better together.

32. The United Nations development system is repeatedly called upon to
streamline its field structures. In its resolution 62/208, the General Assembly
encouraged United Nations system organizations to step up their efforts to
rationalize their country presence through common premises, co-location and, where
appropriate, to implement the joint office model and expand common shared support
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services and business units, in order to reduce United Nations overhead and
transaction costs for national Governments. A number of initiatives have been
undertaken especially in the context of system-wide coherence on a pilot basis with
a view to exploring solutions for system-wide application, pending the planned
independent evaluation of the “Delivering as one” initiative.

System-wide efforts and progress

33. Prior to implementation of the “Delivering as one” initiative, UNDP, UNFPA,
UNICEF and WFP, in response to General Assembly resolution 52/12, had already
started the move towards common premises and, in some cases, CoOmmon Services.
To date, 60 United Nations Houses! have been established around the world.
Twenty-six common premises projects worldwide are being implemented, with
expressions of interest for an additional 25.

34. In the “Delivering as one” pilot countries, there is a move to co-locate all
resident United Nations agencies in common premises. However, this has thus far
only materialized in Cape Verde, where the United Nations House was created well
before the “Delivering as one” initiative had been launched. In the rest of the pilot
countries, common premises projects are still at a preparatory stage. To support
country efforts in such initiatives, the United Nations Development Group is
exploring new financing options. Identifying premises that can safely accommodate
all resident United Nations organizations has become a major challenge. It is
important to note that the significant increase in security threats to United Nations
premises globally and the large number of security-related premises relocations has
led to a system-wide agreement, reconfirmed at the sixth regular session of the
High-level Committee on Management, held in September 2008, that the
establishment of common premises should be considered on a case-by-case basis,
following a careful analysis of security implications.

35. The sharing of central support services is an important element of the common
premises and co-location projects. Since the global launch of the common services
programme of the United Nations Development Group in 2004, subsequent to a
successful pilot, a growing number of United Nations country teams have engaged
in the pursuit of common services with varying degrees of success. A number of
tools and guidelines have been introduced and more are being explored. The recent
adoption of the plan of action of the United Nations System Chief Executives Board
for Coordination has given impetus to common services initiatives. A feasibility
study for establishing regional inter-agency shared services centres in order to
replace current individual agency-based services is part of the High-level
Committee on Management plan of action for the harmonization of business
practices in the United Nations system. In this regard, the various common services
models pursued by United Nations system organizations provide an important
reference point.

The term “United Nations House” is conferred by the Secretary-General where the following
minimum conditions exist: (a) the common premises house the office of the United Nations
resident coordinator and the offices of all resident country directors/Representatives of UNDP,
UNFPA, UNICEF and WFP; and (b) there is a commitment to developing a framework for cost-
effective, high-quality and efficient common services.
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36. At the country level, offsite advice and mission support have been provided by
the United Nations Development Group to United Nations country teams. Recent
common services initiatives have been largely driven by the “Delivering as one’
pilots. Options have been tested in the United Republic of Tanzania to rationalize
and simplify joint procurement processes. Progress towards common services is
most evident in the area of information and communications technology, where
United Nations country teams in pilot countries have started to harmonize
information and communications technology support and share information and
communications technology services with cost savings achieved in some countries.

37. Despite these advances, there is growing concern about the insufficiency of
funding in implementing common services initiatives on the ground. Furthermore,
setting up harmonized business practices at the country level is highly dependent on
agreements and procedures at the global level.

Actionstaken by the executive boards and gover ning bodies

United Nations Educational, Scientific and Cultural Organization

38. With the accelerating momentum of United Nations reform at the country level
and system-wide coherence, the Director-General of UNESCO decided in 2006 to
launch the second review of the decentralization strategy. The review assesses the
capacity and effectiveness of the organization’s current decentralized system to meet
the new challenges brought about by the accelerating momentum of United Nations
country-level reform.

39. During its 180th session, in 2008, the UNESCO Executive Board considered
the report of the Director-General in this regard and took note of progress achieved
in considering long-term measures for strengthening the organization's field
presence.

40. Recaling the request of the General Assembly in its resolution 62/208 to
strengthen the support of regional and subregional entities to United Nations
country teams as well as inter-agency collaboration at the regional and subregional
levels, the UNESCO Executive Board requested the Director-General to take all
necessary measures to efficiently align the organization’s decentralization system
with the requirements of United Nations reform in the field, including flexible
human resource mechanisms in the field and the use of UNESCO desks in the
United Nations country teams; invited the Director-General to take into account the
outcomes of the intergovernmental consultations being held in New York as they
became available; and invited the Director-General to submit a final report at its
181st session, in 2009, on an adjusted decentralization system and structure,
building on the comprehensive action plan on implementation of General Assembly
resolution 62/208.

International Labour Organization

41. In the period 2006-2007, the International Labour Conference launched a
review of ILO field structure. A number of factors necessitated reviewing the
structure, methods of work and capacity of ILO field offices, such as United Nations
reform at the country level. During the 301st session of the Governing Body, the
Programme, Financial and Administrative Committee put forward a number of
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proposals for reviewing the structure and corresponding functions of ILO external
offices. The Committee proposals recognized that the establishment, in the context
of United Nations reform, of United Nations regional hubs and of United Nations
co-locations in countries provided an opportunity to realize synergies with ILO
regional structures.

42. The Committee suggested that, with immediate effect, the number of national
coordinators in countries with a large programme of cooperation but no ILO office
be increased and that ILO technical cooperation be further decentralized. The
Governing Body broadly agreed to the proposals and requested that ILO carry out
additional analysis and consultations in this regard and issue a document in March
2009 containing further details on the proposals.

Food and Agriculture Organization of the United Nations, World Food
Programme and International Fund for Agricultural Development

43. In 2007, FAO, IFAD and WFP undertook a joint mapping exercise, covering
2006 and 2007, to report on their collaboration. The mapping indicated that almost
70 per cent of the collaboration occurred at the country level, compared to
24 per cent at the global level and 6 per cent at the regional level. Country-level
collaboration in the field of administration was mainly focused on joint field offices
and common support services.

44. The past three years have seen growing collaboration between FAO and IFAD
on joint field offices; this upward trend is expected to continue. A long-term
framework agreement with IFAD for hosting IFAD staff in FAO premises has been
under discussion. Some countries, where joint field offices may be possible, have
also been identified in respect of WFP. A number of common services initiatives
have been implemented or planned in the field. For example, in respect of treasury
operations, there is cooperation between the three agencies on a case-by-case basis
for field cash management issues.

45. During the joint meeting of the ninety-ninth session of the Programme
Committee and the 122nd session of the Finance Committee, held in May 2008, the
secretariat reported progress on collaboration between FAO, WFP and IFAD
regarding administrative and processing work. The Committees welcomed the
information provided in the progress report and the broader scope of the report
including consideration of the FAO response to General Assembly resolution 62/208
and its role in the United Nations system reform process and in the “Delivering as
one” pilot countries. The Committees also commended the three Rome-based
agencies for seeking greater synergies and complementarities in service delivery to
member countries and emphasized the continued need for convergence in order to
maximize results and avoid duplication at the field level and between their three
headquarters. The joint meeting further requested a progress report covering
collaboration between the three agencies and cooperation with the United Nations
system.

United Nations Industrial Development Organization

46. On 23 September 2004, UNIDO and UNDP signed an agreement to establish a
basis for both organizations to develop joint technical cooperation programmes. To
facilitate those programmes, UNIDO introduced a new model of field
representation, namely, placing UNIDO desksin UNDP field offices.
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47. At the end of 2009, UNIDO will have 17 desks operational in its five
programme regions. The UNIDO desks have been instrumental in facilitating
UNIDO involvement in country-level programming processes and in raising its
visibility in the United Nations country teams. The desks also offer a cost-effective
option for increasing the organization's field presence. The Director-General
reported on the developments to the thirty-fifth session of the Industrial
Development Board. The Board took note of the progress and actions taken in this
regard.

International Fund for Agricultural Development

48. Recognizing the Fund’s lack of representation in borrowing countries as a
growing constraint to enhancing impact, the Executive Board of IFAD approved the
field presence pilot programme in December 2003. The programme aims at piloting
models to strengthen the presence of IFAD in the field. An evaluation of the
programme was conducted during the period 2006-2007, with the findings
considered by the Board at its September 2007 session. The Board asked IFAD to
continue integrating its country offices more effectively, while experimenting with
different models within those offices, and to implement a country presence plan. In
response, |IFAD management prepared an activity plan for the Fund’'s country
presence in 2008 and submitted an action plan in the light of the experience gained
during 2008. The action plan proposes 10 new country offices, in addition to the
existing 17.

49. |FAD also seeks to use the most cost-effective method in establishing country
offices, notably through reaching host agency agreements with other United Nations
agencies, in order to rely on sister United Nations agencies, such as FAO, UNDP
and WFP, for office space and other logistics.

50. In the long run, IFAD plans to pursue expansion of its country offices to
additional countries, but this will be strictly based on the contribution IFAD can
make to rural poverty reduction rather than on considerations of its representation.
Specia efforts will be made to contribute to the system-wide coherence of the
United Nations by engaging proactively in the “Delivering as one” initiative.

United Nations Environment Programme

51. Asoutlined in the United Nations Environment Programme (UNEP) medium-
term strategy for the period 2010-2013, strengthening strategic presence is one of
the key institutional mechanisms in support of UNEP efforts to build a more
effective, efficient and results-focused organization. According to the strategy,
UNEP will continuously review and adjust its current global, regional and country
presence to enable greater integration into United Nations country teams and the
resident coordinator system while maintaining the organization’s established
normative and advocacy roles at the global level. It will not seek to have a universal
country presence but will strengthen its presence in selected, strategic locations.

52. The Governing Council of UNEP considered and endorsed the strategy at its
tenth special session, in February 2008, and authorized the Executive Director to use
the strategy in formulating strategic frameworks and programmes of work.
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V.

Simplification and harmonization of rules, procedures and
business practices

53. Over the course of many years, United Nations system organizations have
worked together, through the Administrative Coordinating Committee, which later
became the United Nations System Chief Executives Board for Coordination, to
seek common approaches to administration and management. Recent reform
dynamics, in particular initiatives in the context of system-wide coherence, have
injected fresh energy and a sense of urgency for the United Nations organizations to
reassess their way of doing business in order to facilitate coherent United Nations
operations at the country level.

54. A large number of internal reforms are under way, which aim to improve the
results focus, transparency and accountability of the individual organizations. In this
context, United Nations organizations and their governing bodies should be kept
fully informed of system-wide dynamics and shape their internal efforts to align
with the broader context.

55. Lack of financing poses a major challenge. The move towards a more
simplified and harmonized working modality requires intensive initial investment.
The experience of the United Nations system with implementation of the
International Public Sector Accounting Standards (IPSAS) has so far indicated that
the cost and complexity of some system-wide initiatives may go beyond original
expectations and may therefore discourage organizations from moving forward in
the absence of sufficient financing. Likewise, there is growing concern that a cost-
cutting practice may become a resource-cutting exercise, placing organizations
committed to reform in a disadvantageous position. Further progress is therefore
affected by the extent to which the governance and funding mechanisms of the
United Nations system can be strengthened to ensure that organizations with a
demonstrable commitment to better performance, oversight, accountability,
efficiency and results are rewarded with sustained and sufficient funding.

56. Strong political will is of ultimate importance in overcoming the challenges.
Recent intergovernmental deliberations have paid growing attention to the issue of
business practices. At its sixty-second session, in its resolution 62/208, the General
Assembly called upon the United Nations funds, programmes and specialized
agencies to continue to harmonize and simplify their rules and procedures with a
view to reducing administrative and procedural burdens and enhancing the
efficiency, accountability and transparency of the United Nations development
system. Subsequently, through resolution 62/277, the Assembly decided that the
continuing and deepening intergovernmental work of the Assembly on system-wide
coherence would focus exclusively and in an integrated manner on, inter alia, the
harmonization of business practices.

System-wide efforts and progress

57. The United Nations system has moved decisively towards greater policy
coherence in advancing reforms in management and administration through further
streamlining of its coordination mechanisms and a clearer definition of division of
labour. In October 2007, the United Nations Development Group was integrated into
the United Nations System Chief Executives Board for Coordination as its third
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pillar, alongside the High-level Committee on Management and the High-level
Committee on Programmes. The United Nations Development Group will focus on
the coordination of country operations and country-level programme
implementation with a view to developing innovative solutions in several areas
related to management and administration. If feasible, United Nations Devel opment
Group-led processes will then be recommended to the High-level Committee on
Management for consideration of system-wide replication.

58. The approval of the plan of action for the harmonization of business practices
in the United Nations system in April 2008 by the United Nations System Chief
Executives Board for Coordination and its launch in October 2008 represent a
landmark move towards simplification and harmonization. The plan of action places
particular focus on the needs emerging at the country level that require
comprehensive adjustments and harmonization at the headquarters level, covering
all major management functions of the United Nations system within the purview of
the executive heads.

59. At the country level, the United Nations Development Group has approved an
approach for greater integration of business operations with programming for
United Nations Development Assistance Framework roll-out countries, taking
advantage of the United Nations Development Group toolkit on improved
functioning of the United Nations development system at the country level. It was
agreed that “Delivering as one” pilot countries would each take alead in a particular
area of the business practices to explore what can be done to achieve greater
simplification and harmonization.

60. Although extrabudgetary resources are required for implementation of the plan
of action, projects where some initial work could take place without additional
funding are already under way.2 In addition, a number of initiatives launched prior
to the endorsement of the plan of action continue to demonstrate concrete progress,
especially in the following areas.

Finance and budget

61. UNDP, UNFPA, UNICEF, WFP and the United Nations Secretariat have made
decisive moves to harmonize their financial rules and regulations. The first draft of
harmonized financial regulations is expected to be presented to respective governing
bodies for endorsement in the near future. It was foreseen that, upon completion of
the first stage, the effort of harmonization would be expanded to the rest of the
United Nations system organizations.

62. The harmonization of financial rules and regulations is closely linked to the
efforts to upgrade policy and systems undertaken in the context of preparations for
the implementation of IPSAS. Following endorsement of IPSAS by the General
Assembly at its sixtieth session, organizations that adopted the Standards early on
(WHO, WFP and the International Civil Aviation Organization) have demonstrated

These include: harmonized budgeting practices, led by UNDP and the International Atomic
Energy Agency; common treasury services, led by IFAD and WHO; cost-recovery policies, led
by UNESCO and the Devel opment Operations Coordination Office; system-wide training on the
International Public Sector Accounting Standards, led by the international public sector
accounting standards team; and enhancements to the United Nations Global Marketplace, led by
the High-level Committee on Management Procurement Network.
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tangible advancements and are providing lessons learned. The majority of the
organizations are maintaining the 2010 target date for IPSAS adoption. However,
the High-level Committee on Management has requested all organizations to review
their target date for implementation of the Standards, taking into consideration
concerns raised about the risks for each organization in achieving the target date.
While encouraging members to take appropriate steps to achieve the target date of
2010, the Committee asked them to adjust the target date if necessary and inform all
stakeholders on atimely basis.

63. The United Nations Development Group approved the memorandum of
understanding and the standard administrative arrangement for multi-donor trust
funds and joint programmes. Further enhancement of the management and oversight
of multi-donor trust funds and “One UN” funds established in the “Delivering as
one” pilots facilitated the joint resource mobilization efforts of the United Nations
country teams.

64. Subsequent to its launch in April 2005, the harmonized approach to cash
transfers to implementing partners has become an entry point for strengthened
national capacities in public financial management and increased use of national
public financial management systems. As at the end of September 2008, the
approach has been fully operational in 15 countries. In the pilot countries, it has
been expanded beyond UNDP, UNFPA, UNICEF and WFP, with UNESCO, the
United Nations Office for Project Services, FAO and the United Nations Human
Settlements Programme confirmed that they would use it where applicable to their
operations. The United Nations Capital Development Fund and Global Alliance for
Vaccines and Immunizations secretariats are currently exploring the possibility of
using the approach.

Audit

65. Following agreement on the policy on auditing common services and on the
framework on auditing multi-donor trust funds in 2007, the Framework for Auditing
United Nations System Coordinated Programmes Supported by Multiple Agencies
was agreed by the group Representatives of Internal Audit Services of United
Nations Organizations and Multilateral Financial Institutions3 and endorsed by the
United Nations Development Group at the end of September 2008. Additionally,
agreement on standard internal audit and investigation-related clauses for a
memorandum of understanding for multi-donor trust funds and “One UN”-funded
activities was reached in June 2008 and was endorsed by the United Nations
Development Group in October 2008. The group Representatives of Internal Audit
Services of United Nations Organizations and Multilateral Financial Institutions is
working on further areas of potential harmonization and coordination. It should be

The group Representatives of Internal Audit Services of United Nations Organizations and
Multilateral Financial Institutions is concerned with adopting common professional positions
and providing, as necessary, information and advice to other United Nations bodies (such as the
United Nations System Chief Executives Board for Coordination, the High-level Committee on
Management, the United Nations Development Group) on audit-related matters. It is also
concerned with coordinating and harmonizing internal audit activities and processes among
members, where necessary. A standing working group composed of 14 organizations is dedicated
to coordination and sharing of information.
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noted that increased alignment and cooperation of internal audit methodol ogies and
practices has to take into consideration the respective governance policies and
structures of United Nations organizations, including recommendations of their
audit committees, where appropriate.

Procurement

66. Simplified and harmonized procurement processes are piloted at the country
level and at headquarters. In the United Republic of Tanzania, the United Nations
Development Group has provided support to the United Nations country team on
rationalizing and simplifying joint procurement processes and setting up a joint
procurement team. The proposed solutions to identified obstacles are being tested at
the country level for the feasibility of wider application. At the global level, with a
view to harmonizing and simplifying supplier registration and sourcing processes,
an online supplier database, the United Nations Global Marketplace, has been
established as a result of the collaboration between 23 United Nations system
organizations. Under the coordination of the High-level Committee on Management,
the database is being updated to better serve as a knowledge-sharing and e-tendering
platform. The High-level Committee on Management continues to work on the
development of harmonized procurement manuals, on embedding sustainability in
procurement practices and on professionalization of the procurement staff.

Information and communications technology and the enter prise resource
planning system

67. Inter-agency efforts in the information and communications technology (1CT)
area has resulted in a series of recommendations on the establishment of a common
directory for agencies and on a common information technology network
architecture for country offices. A common directory solution is expected to be
made available for access in all pilot countries. The pilot countries are also striving
to share ICT support and streamline ICT infrastructure in shared United Nations
Houses. In addition, at the beginning of 2009, the High-level Committee on
Management endorsed the proposal for an ICT network regarding access by
agencies to each others' Intranet services. Specific implementation guidance will
now be developed by the Committee in cooperation with the United Nations
Development Group. Furthermore, a common domain name and common e-mail
address will be deployed in 2009.

68. The harmonization of enterprise resource planning operational and
administrative practices and processes pursues two objectives, namely, helping
organizations that have not already implemented an enterprise resource planning
system to take full advantage of the range of existing implementations and
harmonizing business practices through use of the system. WFP, ILO and UNDP,
each currently using different enterprise resource planning systems, have been
tasked to explore recommendations for streamlined business processes.

17



E/2009/61

18

Enterprise resource planning

The enterprise resource planning system provides an integrated
suite of information technology applications that support the operations
of an enterprise. The activities supported by the system include: finance
and budget management, human resource management, supply chain
management, central support services and other core services. The main
value of the system is that it provides the opportunity to streamline and
improve the operations of an entire organization through process
re-engineering, sharing of common data and implementation of best
practices and standards.

Actionstaken by the executive boards and gover ning bodies

United Nations Educational, Scientific and Cultural Organization

69. It may be recalled that during its thirty-fourth session in 2007, the General
Conference of UNESCO endorsed the International Public Sector Accounting
Standards as the accounting standard for UNESCO, with effect from 1 January
2010. Since then, a new structure has been established to manage the project on a
regular basis. Several workshops have been held for staff members to assist in the
early phases of the new management process.

70. The Director-General of UNESCO submitted a report to the 180th session of
the Executive Board with an action plan and suggested changes to the current
financial rules and regulations. The Director-General stressed that the funding gap
posed a major challenge to adopting the International Public Sector Accounting
Standards in 2010, as scheduled.

71. Having examined the report of the Director-General, the Executive Board took
note of the work already performed by the United Nations system and UNESCO, in
particular with regard to the substantive technical review of accounting standards;
also took note of the shortfall in the budget for the IPSAS project and of the
intention of the Director-General to either obtain additional funds from
extrabudgetary sources or to find savings in the current biennium budget to finance
the IPSAS project; and requested the Director-General to submit to it at its 181st
session a progress report on the implementation of the action plan, including any
proposed amendments to the financial regulations.

World Health Organization

72. In 2007, the World Health Assembly endorsed the introduction of IPSAS.
During the eighth session of the Programme, Budget and Administration Committee
of the Executive Board, the secretariat reported progress and noted that in 2009 it
would present to the governing bodies proposed changes to the Financia
Regulations effective 1 January 2010. The Committee welcomed the move to full
compliance with IPSAS and noted that implementing IPSAS would further enhance
the financial accountability of the organization.
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73. WHO has been making efforts to simplify its business practices by
establishing a global management system, with the aim of streamlining business
processes while enabling the organization to use its financial and human resources
more efficiently. The global management system is currently in the final stage of
preparation. In parallel, a global service centre in Malaysia has been established and
became fully operational in June 2008.

74. The Programme, Budget and Administration Committee of the Executive
Board welcomed the continued progress made in management reform, most recently
at its 8th meeting. The Committee also recognized the size and complexity of the
task of implementing the system and the substantial risks involved. At its
9th meeting, the Committee reiterated that a global management system
underpinned the achievement of many strategic management objectives and that the
organization should persevere with its implementation.

Food and Agriculture Organization of the United Nations

75. At its 115th session, in September 2006, the Finance Committee of FAO
approved the adoption of IPSAS effective 1 January 2010. A detailed planning
exercise was completed in March 2008, which concluded that full implementation of
all IPSAS deliverables could not be achieved by 2010, but that extending the
duration of the project would allow the organization to achieve initial IPSAS
compliance by the end of 2010 and full compliance by the end of 2011. The scale of
business changes and its impact have proved to be significantly greater than
expected.

76. Having considered the secretariat progress report, submitted at its 122nd
session, in May 2008, the Committee reaffirmed the high importance of IPSAS
adoption by FAO; stressed the importance of FAO working with the other United
Nations organizations so as to benefit from common experiences in adopting IPSAS;
and noted that the United Nations organizations that had planned to be early
adopters of IPSAS were experiencing delays in implementation. The Committee
also reconfirmed its approval for the project to go ahead in the period 2008-2009 on
the basis of the increased cost estimates and requested that the funding proposals for
the period 2010-2011 examine, inter alia, reprioritization of funds and funding from
extrabudgetary sources. At its 123rd session, in October 2008, the Committee was
informed that, in the context of FAO reform and the independent external
evaluation, the organization was revisiting its planning assumptions and that IPSAS
compliance would not be achieved in 2010. The first year of IPSAS compliance is
currently planned for 2012.

United Nations Industrial Development Organization

77. At its twelfth session, in December 2007, the General Conference decided to
adopt IPSAS effective 1 January 2010. Efforts have been made to execute and
monitor the overall process of IPSAS adoption and to ensure its timely
implementation. Training has been provided to relevant staff and policies have been
developed on a continuous basis.

78. During its twenty-fourth session, in September 2008, the Programme and
Budget Committee took note of the progress report of the secretariat on IPSAS. The
Industrial Development Board also took note of the report at its thirty-fifth session,
held in December 2008.
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79. The Industrial Development Board took note of a report on United Nations
system-wide coherence, in which the Director-General pointed out that, in the
context of “Delivering as one”, UNIDO had expressed full support for national
execution and had taken a conscious decision to adopt the harmonized approach to
cash transfers to implementing partners in the pilot countries, whenever the nature
of the voluntary funding allowed it and in accordance with policies established by
its policymaking organs. A review of its business practices is currently under way,
as part of the process of simplifying and harmonizing business practices in the
United Nations system and drawing from the “Delivering as one” experience. The
Board took note of the report.

80. In addition, a note by the Director-General has been submitted by the
Programme and Budget Committee at its twenty-fifth session, for consideration in
May 2009, outlining the organization efforts and a proposed road map in the fields
of enterprise resource planning and change management in line with system-wide
standards and best practices.

Office of the United Nations High Commissioner for Refugees

81. The Office of the United Nations High Commissioner for Refugees (UNHCR)
approved the adoption of an IPSAS project plan in June 2008. Since then, efforts
have been made to institute new project management structures.

82. The United Nations Board of Auditors exercises close oversight of the IPSAS
project. In a recent report, the Board of Auditors recommended that UNHCR
provide regular updates on the IPSAS adoption plan and the related budget. In
response to the recommendation, the United Nations High Commissioner for
Refugees submitted a report to the Executive Committee of UNHCR, during its
fifty-ninth session, which outlined progress towards full adoption of IPSAS. The
Committee took note of the report and requested the secretariat to keep the
Committee regularly informed of the measures taken to address the
recommendations and of the observations raised in various oversight documents.

Joint United Nations Programme on HIV/AIDS

83. The technical support division of labour of the Joint United Nations
Programme on HIV/AIDS (UNAIDS) was developed to establish a more coherent
approach among UNAIDS co-sponsors and the UNAIDS secretariat for the
provision of technical support. The division of labour has led to reduced transaction
costs for all partners (national, United Nations and donors); enhanced coordination
among United Nations agencies in simplifying and harmonizing United Nations
support through joint missions, joint reviews and other joint operational and
programmatic aspects; and improvements in reporting on areas of responsibility.

Conclusion

84. In the context of the changing aid environment, growing demand from both
programme and donor countries has been placed on the United Nations development
system to translate the principles of accountability into more simplified and
harmonized working modalities at the system-wide level and render processes more
results-oriented and transparent. This has been clearly evidenced by the expanding
scope and quantity of guidance on business practices emerging from the
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intergovernmental processes of the executive boards and governing bodies over the
past year.

85. Inspired by this growing momentum, the United Nations development system
has started to work more closely to identify and operationalize concrete solutions
for streamlining, rationalizing and optimizing the key business processes and
practices at headquarters and in the field. The endorsement by the United Nations
System Chief Executives Board for Coordination of the High-level Committee on
Management plan of action has set out a road map for the collective effort. The
“Delivering as one” country pilots have provided a platform to test innovative
solutions for application on awider scale.

86. The complexity of achieving a closer match between the need for the United
Nations system to work in a collaborative and coherent way and the reality of the
structure and business modalities of the various United Nations system
organizations may need more examination. Challenges also stem from the difficulty
of maintaining the motivation of the organizations, which can be affected as a result
of their limited financial capacity.

87. Reform in the area of management must go hand-in-hand with progress in
reinforcing policy coherence among the various intergovernmental processes. In
addition, the commitment of United Nations system organizations to coherence and
effectiveness should be matched with sustained financing. In this regard, the
availability of extrabudgetary resources requested in the funding proposal for the
United Nations System Chief Executives Board for Coordination/High-level
Committee on Management plan of action remains critical to sustaining the growing
momentum towards simplification and harmonization.

88. Fast-paced reform in the field requires corresponding policy changes at
headquarters. Concrete moves at the centre solicit enhanced guidance and strong
political support from the executive boards and governing bodies. In this
connection, ensuring adequate sharing of information with the executive boards and
governing bodies about the progress to deliver on reform in the broader system-wide
context is of great importance to success.
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