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EXECUTIVE SUMMARY

Today's United Nations is vastly different from the organization t nat was established in San
Francisco more than 60 years ago. In the past decade in particular. it has undergone a dramatic
operational expansion into a wide-range of fields from human rig] its to development. Most
notable has been a four-fold increase in peace-keeping, where the UN today has a wide range of
new missions, a $5bn budget, and 80,000 peace-keepers in the field, including almost twice as
many civilian staff as the entire UN Secretariat has in headquarters in New York.

Such a radically expanded range of activities calls for an equally radical overhaul of the United
Nations Secretariat - its rules, structure, systems and culture. Pre/i.ous reform efforts, while
generating some significant improvements, have been largely piecemeal and issue-specific,
lacking & comprehensive strategic vision for the organization as £. whole and its future needs and
requirements. Now, following the call by global leaders at the W M.ld Summit in New York in
2005 for the Secretary-General to make proposals on how to make better use of the UN's
managerial and human resources needs, we have an opportunity for a transformative reform
effort to align and equip the UN with the substantive challenges t faces in the 21st century,
whole providing Member States the tools to provide direction an i hold the Secretariat fully
accountable.

To achieve this goal, the UN Secretariat and Member States need to combine ongoing reviews of
procurement, oversight systems, and internal justice - all of which are essential to building a
stronger, more dynamic and more transparent United Nations but are currently proceeding on
separate tracks - with major reforms in six broad, inter-related a-eas:

Investing in Leadership:

Currently the top management structure suffers from insufficien: operational capacity within top
management and an unmanageable span of control for the Secre ;ary-General as Chief
Administrative Officer. To address this:

• the role of the Deputy-Secretary General should be redefined to empower him or
ilier with the formal authority and accountability as tine operating head of the
Secretariat

• (he 25 Departments and entities currently reporting directly to the Secretary-
General should be regrouped into nine organization;tl units headed by a senior
Under-Secretary-General

• a major leadership development plan is needed covei ing recruitment, training and
career development to build middle and senior management capacity

Investing in Human Resources

Currently the United Nations suffers from a significant misaligi irnent of staff skills with current
Secretariat needs, weak recruiting and staff development systems, insufficient managerial skills
and a system that discriminates against field-based staff despite the growing operational needs of
the UN for such skills and experience this. To address:

• contracts and benefits should be streamlined
• staff mobility, based on an integrated Headquarters ainid field-based staff system,

should be created and enforced
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Tine Secretary-General's authority to move staff lateral Jly should be reaffirmed and
expanded
Managerial selection and training should be significantly enhanced
Career development should be fostered through targeted training, managerial
guidance and support and clear yet diverse career optiairas

Investing in Information Technology

Despite a number of improvements to the UN's information and communications technology
infrastructure in recent years, the overall system remains fragmer.ted, outdated and underfunded
relative to comparable large organizations. There is no integrated system to store, search and
retrieve information generated at the UN, holding back progress in a number of other areas, To
address this:

• Ongoing feasibility studies of the Enterprise Resov irce Planning and Enterprise
Content Management should be completed, with a view to the urgent upgrading
of Secretariat-wide systems

• A Chief Information Officer post at assistant seer Jtary-general level should be
created

Investing in New Ways of Delivering Services

Relative to other organizations, including many within the UN fatnily, the Secretariat has been
slow to explore new ways of getting services such as re-location and out-sourcing . While the
character of the UN and the sensitivity of some its tasks means t iat a core group of functions
should always be carried out by a dedicated core of international tivil servants at headquarters, to
assess the potential of these options on other are:

• The General Assembly should review previous guidance and consider all options for
alternative service delivery, including identifying the potential for relocation and
outsourcing

• Systematic cost-benefit analyses of the potential for these services in select
administrative services [from printing to information! technology] should be
completed over the next 12 months

Investing in Budget and Finance Practices

Currently the UN suffers from a highly detailed, cumbersome and insufficiently strategic
budgeting process, with over 55,000 pages of budget reports produced and more than 150
separate Trust Funds and 35 distinct peace-keeping accounts ea:h with its own support costs and
arrangements. The financial management process is highly manual and fragmented while there is
insufficient delegated authority and performance management. To address this:

• The cycle for budget review and adoption should be shortened and budget
appropriation consolidated into 13 parts from the existing 35 sections

• The Secretary-General should have authority to redeploy posts as necessary and use
savings from vacant posts

• Peacekeeping accounts should be consolidated and Trust Fund management
streamlined



• The level of the Working Capital fund and the ceiling c If the commitment authority
granted by the Security Council should be increased

• The financial processes of the organization should be r & engineered to allow
significant delegation of authority within a framework of accountability

Investing in Governance

Underlying a smoothly running United Nations must be a system of governance that gives
Member States the information and tools they need to properly piovide guidance to the
Secretariat and to hold it accountable for fulfillment of their mandates and stewardship of their
resources. Currently, the budget and decision-making process toe often lack clarity and
transparency, with much of the interaction between the Secretariat and committees of the
General Assembly largely dysfunctional. To address this:

• Secretariat reporting mechanisms should be improved through a single,
comprehensive Annual Report, with the current 30 existing reports on management
consolidated into six

• There should be new rules of engagement between the Secretariat and key General
Assembly budget committees to make interaction more focused, strategic and
results-oriented

To help drive and implement the overall process of management reform across all these areas, a
dedicated Change Management Office should be created, with cl<;ar terms of reference and a
time limit to work with heads of department and other key leaders in the Secretariat to plan and
coordinate the implementation of the reforms. Ideally, this office! would also work closely with a
small but representative group of Member States [. As called for in the Summit Outcome
Document, this broad process should also be underpinned by a carefully, constructed staff buy-
out to allow for a reinvigoration of the UN workforce,
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INTRODUCTION

A changing world, and a changing UN

Throughout its history, the United Nations has played a vital role EIS a meeting place for the
discussion of global issues and setting of global standards. And, i;w much of that history, the
main function of its Secretariat and staff, who worked mainly at Headquarters, was to service
those conferences and meetings. Much of this work was very substantive and major global norms
and standards were set that have changed the world.

But the global political and social environment of today is very different, and our Organization
reflects that. In the last 20 years it has lived through dramatic expansion of operations, of budgets
and of functions. The United Nations today carries out complex operations, directly delivers
critical services around the world, and works with a wide range cf partners - including national
governments, regional organizations, civil society groups, philanthropic foundations and private
companies - on an equally wide range of activities, from peacekeeping and peacebuilding to the
struggle against HIV/AIDS, TB and malaria and the promotion cf the Millennium Development
Goals.

Peacekeeping, it is true, dates back to the early days of the cold war. But the typical
peacekeeping operation of mat time involved a simple interposit .on of soldiers between the
armed forces of warring States, to monitor the observance of a ceasefire. And in the first 44 years
of the UN's history, only 18 peacekeeping missions were set up.

FIGURE1: SIGNIFICANT INCREASE IN PEACEKEEPING MISSIONS
AUTHORIZED IN THE LAST 15 YEARS

1940s 1950s 1960s 1970s 1980s 1990s to date
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In the 16 years since then, 42 new missions have been authorised. (Figure 1) Yet today's
peacekeeping is a. far more complex matter. It usually involves restoring institutions, organizing
elections, training the police, and many other tasks needed to turn a. peace agreement signed by
the leaders of armed factions into real security, and at least a chance of prosperity, for the people
of a country ravaged by long years of conflict. In two recent cases; - one of them still current -
the UN has even been required to supply the defacto government of the territory concerned.

Not surprisingly, these new more complex missions require more people to run them. Just in the
nine years since I became Secretary-General, the average numbei of civilians and soldiers have
risen from under 20,000 to 80,000, driving the total peacekeeping; budget up from one-and-a-
quarter billion to over five billion dollars. (Figure 2) Even the Chilian staff employed on
peacekeeping missions in the field now are about double the entire Secretariat staff in New
York.

FIGURE 2; GROWTH IN PEACEKEEPING RESOURCES DUE TO
SUBSTANTIALLY HIGHER STAFF LEVELS PER MISSION

Peacekeeping personnel, 1996-2006
Number ol people

79,726
82,865

62,370

54,831

35,205

29,053

20,208
17,125

60,691

63,581

1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Avg. staff per 1,816 1,443 1,223 2,200 3,317 5,198 4,465 5,517 5,315 5,524
mission

Peacekeeping
budget {.'» mm)

1,253 S57 B73 1,751 2,636 2,773 2,746 2,819 4,427 5,022

* Annual budget; total reflects sum or two consecutive years
" Average of two years' military and civilian staff In missions, and support account posts In HQ

Over the same period, the cost of peacekeeping is now more thin half United Nations total
spending. By contrast, the regular budget, which is at the heart of so many of the
intergovernmental debates about the control and direction of UN activities, now represents less
than 20' per cent of spending. The remaining share is extra-budgetary expenditure funded by
voluntary contributions. (Figure 3) This too is devoted mainly to "operational" activities -
refugee and humanitarian relief, criminal justice, human rights -.monitoring and capacity-building,
electoral assistance. In general, these are new activities and complement additional spending by
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UN Fund:; and Programmes such as UNDP, UNICEF and WFP waich is today on the order of
$10 billion annually.

FIRGURE 3: RAPID GROWTH IN SECRETARIAT BUDGIiiT OVER THE LAST
10 YEARS
U.N. budgots, 1996-2005
$ Millions, USD

BIENNIAL BUDGETS

11,873
12,854

9,324

Extra-
budgetary

Peacekeeping*

Regular

4,511

2,603

8,768

3,609

2,530

3,931

2,533

4,396

2,691

1996-97 1998-99 2000-01 2002-03

18,503

2004-0 5

A once-in-a-generation opportunity

Such a vastly expanded and altered range of activities calls for g radical overhaul of the UN
Secretariat - its rules, its structure and its systems and culture. Up to now, that has not happened.
Our business has changed radically, but our management system has not. It might work for
traditional conference and report-writing activities. It lacks the capacity, controls, flexibility,
robustness and indeed transparency to handle fast-flung multi-bllion dollar global operations.

There have been many efforts at reform. I myself have introdw ed two main sets of reform
proposals during my time in office - one in 1997 and a second in 2002 - as well as the Brahimi
report cm UN peace operations in 2000 and the strengthening ol our safety and security system in
2004, In partnership with Member States, important changes have been made, and I believe the
Organization is more efficient and effective than it was ten yeai s ago.

But these earlier efforts have been largely issue-specific. We should recognize they addressed
symptoms, not the causes, of our underlying weaknesses. They lacked the comprehensive and
strategic character that such an era of rapid change required. In several key areas - notably the
management of human resources, the basic structures of management itself, the mechanisms of
intergovernmental control, and perhaps above all the management culture — the operating model
has noi changed significantly since at least the 1970s. Indeed, systems have continued to weaken
as challenges have grown. As a result, the Secretariat has struggled to cope with the changed
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environment. It has faced many operational problems, and even crises. The time has now come
for fundamental reform, designed explicitly to enable the Secretariat to meet the new operational
requirements of the United Nations in the 21st century. Just as our iconic Headquarters building,
after more than fifty years of ad hoc repair and maintenance, now »eeds to be fully refurbished
from top to bottom, so our organization, after decades of piecemeal, reform, now needs a
thorough strategic overhaul, which can only be achieved through n consistent, sustained
commitment at all levels of leadership.

Member States have clearly understood this. In the Outcome Document of last September's
Summit, the heads of state and government of all Member States invited the Secretary-General to
frame a comprehensive blueprint for change. In paragraph 162 thr/y requested me to make
proposals to the General Assembly, for its consideration, on the c onditions and measures
necessary for me - and my successors - to carry out my managerial responsibilities effectively.
And in paragraph 163 they called on me to submit proposals for ;mplementing management
reforms, aimed particularly at making more efficient use of the Organization's financial and
human resources, for consideration and decision in the first quarter of 2006. Such an opportunity
for much-needed change may not soon recur. We must seize it, and exploit it to the full.

This report responds to both of those two requests. It aims to be ihe blueprint for comprehensive
management reform that I believe most, indeed all, Member Stales, genuinely wish to see. It
contains proposals in six main areas: (1) management, (2) human resources, (3) technology
infrastructure, (4) the source and location of services, (5) financial and budgetary management,
and (6) the way member states exercise control over the budget and the management as a whole.
These areas are all interrelated, as they also relate to the ethical ftiindards of the Secretariat -
which, with the help of Member States, I have already taken steps to reform - and to systems of
procurement, oversight, and internal justice, which are the subje ;1. of separate reviews. Failure to
carry through reform in any one of these areas can greatly reduc; or even nullify the value of
reform in all the others, Accordingly, I have included in this report short summaries of the
reforms already enacted or envisaged in the areas of ethics, procurement and oversight, and an
appeal for a far-reaching reform of the internal justice system, even though they are not the
subject of its proposals, in order to present a complete tableau o 'the changes that I believe are
needed.

And in the conclusion I make proposals for specific mechanism > that I believe are needed to
manage the process of change. For the change I propose, which is; above all a change of culture,
cannot be achieved overnight. It is urgent, and I am determined to push through as much of it as I
can in the nine months left to me as Secretary-General. But it nf-eels to continue steadily over a
period of years. And this will not happen without an appropriate structure to manage it and drive
it forward.

Even if the General Assembly were to enact all the changes in tie rules and regulations that I
request, that action alone would not transform our organization. We have to build a new
empowered modern management capacity. This is human capital that takes time to build and
train. We have to create an environment of transparency and accountability; again this is not
done by a vote but by sustained organizational change over time. Indeed nearly every business
process; in the organization will need to be revisited as we seek to eliminate redundant steps and
engineer more efficient ways of doing things. This is a several year change management process
that begins with this report, A weakness of the old culture has ndeed been a view that a report
or a vote is seen as in itself representing change. In practice, reports and votes enable and
authorize change but change itself is a long march that follows, It begins today.
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Working together
Let me state clearly, strong management can only come from strong governance. These reforms
are imperilled unless there is a trusting relationship, a strategic partnership, between this
institution's governance, the Member States' inter-governmental .mechanisms and its
management, myself and my colleagues.

Two developments threaten this partnership and must be resolved. First, many states have cause
to feel excluded form a real say in the affairs of the Organization and are driven to use the only
means they believe are available to them to exercise a blocking v 3i.ce and that is their part in the
consensus voting methods or administrative and budget matters. On the other hand, other states
feel their financial contribution deserves a stronger say in these same issues. This dispute is
undermining what should be a common commitment to an effect ve United Nations.

Second, this conflict has breached the boundaries of the division of labour between myself as
Chief Administrative Officer of the United Nations and Member States. It has led to what
almost every decision about financial and human resource alloca ion is subject to — Member
State interference. We have to re-find a basis for partnership wh;re Member States effective
oversight and ability to set the Organization's direction is restored but my right to manage the
Organization's affairs in a manner that delivers on the goals Meriber States set me is respected.

Indeed, :if change is to happen, it is vital that Secretariat and Meraber States work together to
make it happen. The details of all the proposed changes remain t3 be worked out, and they must
be worked out in full consultation, including consultation with those to whom they will make the
most immediate difference, and on whose continued loyalty and dedication their success will
most directly depend - namely, the UN staff. The process of change must be based on full and
clear communication between all stakeholders, leading to clear roadmaps and clear lines of
accountability for all the leaders involved. And, while undoubtedly there are savings to be made,
especially in the longer term, let no one mistake this for a cost-c Jilting exercise. To reach the
level of effectiveness that our staff, our clients, our Member Stages and our peoples are entitled
to expect, will cost significant amounts of money.

These reforms have been developed in the context of a debate al tout how the UN can achieve
savings through reform. While there are real economies to be rr ade through these proposals,
which will reduce the costs of many activities through better simplified processes, its primary
financial message is there has been massive underinvestment in people, systems and information
technology and that these deferred expenditures must now be m jde up for if the UN is to operate
effectively. A current draft US General Accounting Office (GAO) report suggest the UN
peacekeeping operation in Haiti costs about half what a similar operation would cost the US.
While the UN will retain this price advantage, running operations on a shoestring has
consequences in terms of performance that this report seems to redress.

One more thing needs to be made clear. The purpose of the proposed reforms is not to make life
easier for the Secretariat, nor to increase the power of the Secre :ary-General, nor yet to satisfy
the demands of one Member State or a small number of major contributors to the Organization's
budget. Rather it is to ensure that all Member States have at the .r command an Organization that,
because it is well organized and transparent., is easy for them to direct and can be relied on to
responds with agility to their touch. And above all, it is to ensuje that the United Nations gives
the best possible value to the millions of people throughout the world who, by no fault of their
own, find themselves in need of its services: those threatened by extreme poverty; by hunger,
malnutrition and endemic or epidemic disease; by desertificaticn and other forms of
environmental degradation; by natural disasters; by civil conflict, anarchy, violence and trans-
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national organized crime; by terrorism; by oppression and misgo\ ecnment; by genocide, ethnic
cleansing and other crimes against humanity. It is these people who are the true stakeholders in
an effective and democratically controlled United Nations.

ENSURING ETHICS AND ACCOUNTABILITY

A key element of any successful organization is building and susiaining an ethical and
accountable culture amongst its staff, For the United Nations, as an organization founded
on the high ideals of the Charter and seeking to set an example in the countries around
the world where it works, this is doubly important. Unfortunately, in recent years it has
become clear that we have too often been falling short of these high standards. An
internal .staff survey in 2003 contained very disturbing evidence of a weak ethical culture,
In addition, other problems ranging from the findings of Indepen .iunt Inquiry Committee
on the Oil-for-Food programme to the unacceptable acts of sexud exploitation by some
of our peacekeepers in the field clearly demonstrated the need fo: a more rigorous,
enforceable set of rules and regulations and tougher sanctions. Ir; response, during the
course of 2005,1 introduced a number of changes aimed at correcting the situation and
giving senior management the tools necessary to ensure that all Members of the
Organisation adhere to the highest standards. In particular, the UN' has now:

• established a dedicated Ethics Office, approved by Member States
• promulgated strengthened rules to ensure protection agai ast retaliation for those

who report misconduct through a new "whistleblower" protection policy
• put in place more stringent requirements for financial disclosure and declaration

of interests covering broader categories of senior officials including all
procurement staff

• established strict guidelines for the acceptance of pro-bo .10 services from private
sector companies

• toughened guidelines on sexual and other forms of harassment in the workplace
• implemented a comprehensive set of measures to prevent sexual exploitation in

field missions,, investigate allegations and hold perpetrators accountable; with
over 100 UN staff and peacekeepers either fired or expel ed for violations over the
past 14 months

This package of reform will shortly be supplemented by the enactment in March 2006 of
a new code of conduct on post-employment contacts with the Secretariat for business
purposes and new measures to strengthen our capacity to detect and prevent fraud and
corruption,
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1. INVESTING IN LEADERSHIP

Context and Challenges

As Chief Administrative Officer of the Organization, the Secretary-General remains accountable
for the performance of the Secretariat in all its dimensions. If the snd of the Cold War and the
advent of. globalization ushered in a new era for the work of the I United Nations, it also had direct
implications for the role of the Secretary-General. Yet he also reiains a more than full-time role
as a political instrument of the Security Council, General Assemt ly, and other UN organs. He is
the world's chief diplomat with a large and complex organizatior to run as well.

The UN's direct and active involvement in a far wider range of is: sues than in the past has placed
enormous calls on the Secretary-General's time and capacity; his managerial responsibilities
have grown far more demanding with the extraordinary increase in the number and complexity
of field missions and other operational activities he oversees.

There are now more than 25 departments and offices reporting directly to the Secretary-General,
of vastly different size, scale and complexity. The biggest controls billions of dollars and tens of
thousands of people; the smallest a handful of people and almost no resources. There are also 11
Heads of Programmes and Funds who report to him and require !us strategic guidance. In
addition, there are a large number of Special Advisers, Envoys a ad Representatives who report
periodically to the Secretary-General.

When the position of Deputy Secretary-General was created by the General Assembly at the end
of 1997 to support the Secretary-General, the terms of reference were broad: to help manage
Secretariat operations, ensure coherence of activities and programmes, and elevate the
Organization's profile and leadership in the economic and social spheres. While the creation of
the position has provided a much-needed increase in capacity at the top of the Organization, no
explicit statutory authority was assigned to the Deputy. There ru:.s been no clear division of
labour between the Secretary-General and the Deputy Secretary-'General, and all senior managers
have continued to be accountable directly to the Secretary-Gene ral The creation of the post has
therefore not eased the demands and pressures on the Secretary-General as much as its potential
might have allowed.

There are many other levels of leadership in the UN that also need attention. A damaged culture
which is seen as limiting creativity, enterprise innovation and irdeed leadership itself among
managers means that many managers have simply lost the capacity to manage.

Some have been trapped in a static headquarters environment with little challenge or opportunity
to develop the needed skills and experience. Others have had to operate in difficult field
environments without the training, an enabling environment of aser-friendly HR and financial
rules to enable them to do their job. There is nothing more disappointing than to see able young
staff become demoralized and disenchanted as the path to management is blocked or strewn with
so many stones that are impassable.

Many of these issues are addressed in the subsequent chapters but here are a set of changes
directed at building our future leaders that need special priority

12



Vision

The Secretary -General must be given the means he/she requires to manage an Organization
which is expected to meet fast-changing needs in all parts of the world -- from terrorism to
human rights, from intra-state conflict to HIV-AIDS. Reducing the number of people reporting
directly to the Secretary-General is essential in order to free him/ icr up to manage at the level of
strategy and policy,

It is possible to achieve that with two principal changes: delegating authority to the Deputy
Secretary-General in a more systematic manner, and clustering departments and other entities
around broad thematic areas. The Deputy would thus assume responsibility for operational
aspects in the daily life of the Organization, while each cluster w.mid represent a cohesive group
of complementary activities, to be headed by a senior Under-Sec 'etary-General. This
arrangement would improve operational accountability and perfc nuance management., while
helping to ensure greater substantive coherence and policy direct.ion for Secretariat operations.
This should allow all Under-Secretary-Generals to work in a more effective way because at the
moment many enjoy very little opportunity of direction from the Secretary-General and are
consignc-.d to operate in sibs without strong management support to ensure real synergy with
others. Strengthening the role of the Deputy Secretary-General in this way removes the case that
some have made for appointing a Chief Operating Officer.

Last year, new procedures were introduced to improve the transparency and quality of selection
for the heads of the UN Funds and Programmes, Interview boar Is were created. Extensive
reference checking was undertaken. Several appointments have si.nce been made using these
new procedures - including the Administrator of UNDP, the High Commissioner for UNHCR
and the Under-Secretary-General for Oversight Services. DPKO has also put in place new
measures for improving the senior appointments at the head of the: peace missions in the field.

While a Secretary-General's own cabinet requires geographical rtulance, such practices should be
followed for all senior appointments in the future. In order to find the best while achieving
diversity and gender balance, there is a need for much organized recruitment outreach repair than
in the past.

The Organization must also do a better job of training and supporting its managers, Mandatory
induction of new managers is being introduced. DPKO has already held two sessions for field
manager and a similar one was held recently for new D-ls and ])-2s at Headquarters.
This must be supplemented by ongoing training opportunities where managers can reflect on
their management, learn the most modem techniques and compare notes with peers. The
Secretariat also needs a strong management advisory service to which managers can turn
for help.

This function and the resources dedicated to it at the time were ijiven to OIOS when it was
created 10 years ago. With experience, I have come to the conclusion that combining audit,
investigations and management advisory role in a single entity is: not the best formula.
I hope that the external review of oversight bodies which was hunched by the General Assembly
last December will address this problem and offer alternative approaches,

13
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A more rigorous selection process, increased training opportunities, and sustained support to
managers; combined with a cleared statement of their responsibility and authority are essential if
we wish 'to enforce stricter but also fairer accountability rules on our managers.
The Management Performance Board which I established recently is in the process of designing
clear criteria for assessing the performance of senior managers w 10 should in turn do the same
with the managers working under their direction.

A significant number of staff will reach retirement age over the nsxt five years. Nearly 15
percent of professional staff with contracts of one year or longer will reach retirement age by
2010. This will have a major impact at the P-5 and Director leve Is. Upcoming retirements,
combined with a buy-out programme, will give the Organization the opportunity to bring in new
talent in line with future workforce needs.

Proposals

I propose to redefine the role of Deputy Secretary-General to grant him/her formal authority
and accountability for operational aspects.

I propose that the 25 departments and entities currently reporting directly to the
Secretary-General be regrouped into nine organizational unite as follows: Political,
Economic and Social, Humanitarian, Human Rights, Peacekeepi ig, Member State Services,
Management, Legal (figures 4 and 5). Each unit would be headed, by a senior Under-Secretary-
General, who would have the same grade and contractual status as other Under-Secretaries-
General. He or she would report directly to the Deputy Secretary -General.

FIGURE 4: TOP MANAGEMENT STRUCTURE - RATIONALE AMD
POTENTIAL CHALLENGES

Proposal Rationale

Redefine the role of DSG
with formal authority and
accountability for all
operations

Single point of operational
accountability in DSG

' Additional capacity for SG to
concentrate on overall vision,
global diplomacy, and
member state relationships
Specialization of skills
between SG and DSG

Group existing 25
departments Into focused
Organizational Unite,
each with a Senior Under-
Secretary-General

1 Manageable span of control
for DSG

1 Increased senior
management capacity
through stretch roles

1 Focused accountability and
scale of operations for each
Senior Under-Secretary-
General

1 Enhanced integration and
coordination across
complementary units
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FIGURE 5: PROPOSED REPORTING STRUCTURE

DM
UNOO
UNOV
UNON

SG
• Remains Chief Diplomat
' Sets Quidlrtg policies [or the Secretarial anif oversees pottcy-maklng
• Manages rolalionsHp wilh GA, Security Council, and other governing bodies
ass
' Formal mlhorily and accountability lor all opemlional and managemonl mailers
' QperaUnii QITicars ropod only to the DSG
• B Organisational Clustere crealeo;, each headed by an Undar-SecrelBry-Gonaral
• Each Un'Jer-SecrBlary-General has aiithorily and acCQunlabllily for Iha thamatio arefl {no dual reporting ol departrnonlsl

I propose to develop leadership recruitment and training and development plans to build
the cadre of senior and middle managers required for the UN's modern complex global
operations.
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2. INVESTING IN PEOPLE

Context and Challenges

The need for a highly qualified, independent and international civil service is enshrined in the
Charter of the United Nations. This is as important today as it wt is 60 years ago. The quality of
our staff determines the success of the Organization. It is crucia that we can attract and retain
the right people to carry out the increasingly complex mandates -intrusted to the Organization.

During my term in office, I have introduced a number of initiatives aimed at improving the way
the Organization manages and develops its human resources. These include the definition of
organizational core values and competencies and their integration into all human resources
systems - recruitment, development and performance appraisal; the introduction of a web-based
recruitment system; empowerment of managers to select their O>VML staff; policies to encourage
staff mobility; and measures to strengthen security and safety of staff at all United Nations
locations.

All of tins is important progress. But the existing human resources management framework was
designed for a more stable, largely Headquarters-based environs [lent. Currently more than half
of our 30,000 staff members are serving in the field (Figure 6). We have to acknowledge that
our systems have simply not kept pace with the operational derr arids being placed on the United
Nations., The Organization's increasingly complex mandates require a new skill profile in order
to respond to new needs in areas as diverse as humanitarian assistance, peacekeeping, electoral
assistance, and drugs and crime, in an integrated way. The Organization needs to be able to
recruit and retain leaders, managers and personnel capable of handling large, complex
multidiyciplinary operations with increasingly high budgets. To 3 many staff fall away, frustrated
by the lack of a career pass across the full range of opportunities in our global organization.
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Figure 6
Staff, by type o1 location
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The Organization's ability to respond to changing requirements is hampered by complex,
outmoded and fragmented systems and processes:

• The Secretary General does not have the resources and j.uthority to effectively manage
the Organization as CAO in accordance with Article 97 of the UN Charter, His freedom
of action is handicapped by multiple,, restrictive, and often contradictory, legislative
mandates. Accountability is diffuse, and complicated ru ,es lack coherence and
transparency. Internal justice mechanisms need to strike a proper balance between
management objectives and staff members' due process,

• Recruitment is simply too slow and reactive for the dyn unic, frequently changing
demands of a highly operational Organization. On average, it takes 174 days from the
time a vacancy announcement is issued until the time a candidate is selected,

• Inadequate progress is being made to improve geographical distribution and gender
balance which are essential for a truly diverse internatk nal civil service. Targets for
increasing recruitment for unrepresented and underreprosented member states was met by
only 19 per cent of departments. The number of wome:i at professional levels and above
constitute only 38 per cent.
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• Vital positions in key locations remain vacant far too long, impacting on the ability to
achieve organizational mandates. For example, United Nitions peacekeeping operations
suffer from an average vacancy rate of one third among professional posts - an
unacceptable and unsustainable state of affairs. By contrrst at established duty stations
and headquarters there is too little staff movement which .nhibits career development.

• Different, less favorable procedures are in place for appoi titment in the field which limits
the Organization from developing an integrated workforce and leads to inconsistent
application of organizational standards.

• Complex eligibility requirements which limit staff, in par :icular field staff, from equal
consideration for opportunities elsewhere in the Organize ;ion, prevent managers from
having access to the broadest pools of talent, limit career jpportunities for staff, and
reinforce divisions between field and Headquarters.

• Staff are not sufficiently mobile, Movement of staff is hempered by multiple and
restrictive mandates, including those that limit the Secretary-General's ability to move
staff even when this would be in the interests of the Organization. Occupational groups
have largely become "silos" with limited opportunities for staff to cross over, even in the
early stages of their careers.

• The Organization uses a plethora of different types of hir .ng arrangements which are
cumbersome, difficult to administer, and result in the inequitable treatment of staff. This
creates divisions, breeds resentment, burdens administratore, and hampers the
Organization's ability to attract and retain the best people.

• Staff members serve side-by-side with their counterparts from other United Nations
system organizations whose conditions of service are more beneficial both financially
End from the work/life perspective.

• Priority is not accorded to managerial skills in the recruit 'orient of senior officials. Indeed,
the investment in developing and managing talent at all levels of the Organization is
woefully inadequate. The United Nations spends just 1 p ;r cent of its staff budget on
training and development, compared to three or four times that amount in typical
international organizations.

• The ICT systems underpinning our management of humt n. resources do not support the
stringent demands of the global reach of today's United Nations.

• The internal justice system is slow and cumbersome and does not respond to the needs of
staff or management.

Vision

My vision is of an independent international civil service which is again known for its high
standards of ethics, fairness, transparency and accountability, as well as its culture of continuous
learning, high performance and managerial excellence. The Secretariat will be truly an
integrated, field-oriented operational organization. Its multi-skilled, versatile and mobile staff
will be working across disciplines to fulfill the Organization's complex and interrelated
mandates in an efficient and cost-effective manner. The United Stations will be an employer of
choice in the international public sector.

To achieve this vision, the Organization will need to introduce r. new human resources
framework which, building on reforms to date, will give the Organization the ability to respond
to changing requirements. The future UN work force will have ;i core of career international civil
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servants performing long term functions including a large number of peace-keeping and field
positions. They will be supplemented by others who would come in and out of the Organization
for shorter period of time when needed, The Organization will need to integrate field and
headquarters staff into one global Secretariat with competitive conditions of service. Proactive,
fast and targeted recruitment must satisfy the demands of a largely field-based organization and
improve geographical and gender balance. Artificial barriers crested by different contractual
arrangements must be eliminated. Willingness to serve the UN wherever needed must become a
fundamental cornerstone of service with the Organization. Mobility must be facilitated and
rewarded. The staff profile must be realigned to meet the evolving needs of the Organization
with substantially increased investment in staff development and talent management.

My package of human resources proposals must be considered it. a holistic manner as they are all
interrelated. I cannot emphasize enough that success of this vision will depend on progress in all
other areas, particularly results-based management and the availability of an integrated, reliable
informalion technology system. The re-design panel currently Ic: oking at the internal justice
system is critical to the success of these changes. Without a just ccj system that delivers fair
resolution of staff/management disputes in a timely way the other reforms will be undermined.

Proposals and actions

I propose to develop a more proactive, targeted and speedy recruitment system, through:
• More extensive outreach based on strategic workforce planning.
• Use of rosters of pre-screened candidates;

• Establishment of a dedicated recruitment service;

• Reducing advertising time for vacancy announcemei ts to 30 days;

• Expedited recruitment processes for surge needs. '

• Expanding career opportunities for serving staff and creating a broader pool of

talent by eliminating eligibility restrictions based on contractual status, category,

location, or duration of service;

• Revising examinations and job profiles to match cur rent needs.
• Enhancing compliance with gender and geography targets.

• Further enhancing management capacity by strengthening the system of selection

and assessment.

I propose a more integrated approach to mobility:

• The Secretary-General should have the authority to move staff members wherever
they are needed.

• Strict enforcement of current post-occupancy limits, the designation of a majority of
international professional posts as rotational and the integration of Headquarters
and field operations into an Organization-wide mobi iity programme.

• Mobility will be supported by expanded training and improved work/life conditions.
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• Greater opportunities for General Service mobility.

I propose to nurture talent and foster career development, through:

• A significant increase in resources for staff development and career support.
• Systematic development of entry level professionals, and mandatory requirements

fur advancement to successive levels of responsibility in the Organization.
• Development of career models with potential career p;tths and cross-over points.

Mandatory induction and training requirements for manager's.
I propose to modify contractual arrangements and to harmonize conditions of service to
meet the needs of an increasingly field-based Organization.

• Contractual arrangements would be simplified by introducing one UN Staff
Contract under a single set of Staff Rules. The conditions of service would mirror
the current 100 series and would vary according to th ; length of continuous service.
Where mandates of particular projects or missions are clearly finite, appointments
would still be limited in order to prevent undue expec ;aiitions of Long-term
employment.

• Permanent contracts would no longer be offered. Ins" end, there would be open-
ended "continuing appointments", as recommended ti the General Assembly in
A/59/263/Add.l.

• The conditions of service for Secretariat staff in the fi sld would be harmonized with
those of the UN Funds and Programmes by designating; field missions in line with
security phases, introducing the Special Operations Approach for non-family duty
stations where appropriate, revising the ORB scheme amd streamlining
administration, including through lump-summing.
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3. INVESTING IN INFORMATION TECHNOLOGY

Context and Challenges

No global organization, let alone one as deploy involved in the ir anagement of information as
this one, can function adequately without an effective infrastructure. Most of the reform
proposals in this report cannot be implemented without appropriate IT support. And our very
ability to carry on the work we are doing now depends on getting our IT component right. There
has been a chronic under-investment in information systems that if it is not addressed will come
to threaten the UN's very operation viability.

A number of improvements have been achieved since I submitted EI strategy for Information and
Communications Technology (ICT) to the General Assembly in 2002. Expenditure on ICT,
amounting to X over Y years [FIGURE TO COME FROM MR, BLINDER], has yielded
significejit returns. All systems now operate at full rates with litt.e downtime, at rates similar to
those in large, information-intensive organizations, both public End private, with effective
protection from unauthorized intrusions. Internal communications and staff management tools,
such as iSeek and ePAS, have been successfully developed and implemented. Standards on
critical infrastructure elements are in place and are being followed by all offices world-wide,
managed by more effective governance review mechanisms, such as the Project Review
Committee.

Yet outdated and fragmented information technology systems pie vail, with limited ability to
share and process data and information. UN investment in ICT i j underfunded in comparison
with other large organizations, with the UN at seven per cent of administrative budget compared
to Organizations of similar size investing 12 to 17 per cent. The absence of an organized, top-
down strategic approach to ICT has contributed to a proliferation of stand-alone systems which
often support similar functions. IT applications comprise one rmin administrative system (IMIS)
for basic financial and human resources data, and numerous ancillary systems for more specific
purposes. These systems are not integrated with one another. E\en IMIS is maintained
autonomously in eight different locations (figure 7). There is no integrated system designed to
store, search, and retrieve information generated at the UN, much, less rapidly and in real-time,
limiting the ability to translate data and facts into informed policy and management decisions.
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FIGURE 7: CURRENT SYSTEMS LANDSCAPE IS COMPL.E-X I I Finance and accounting
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The areas of ICT organization, governance and support are equally fragmented, resulting in
duplication of efforts, Six separate departments have their own II units, with no functioning
integrating mechanism in place among them. Furthermore, ICT management is positioned
relatively low within the Secretariat organization. As a result, thsre is limited awareness and
appreciation within senior management of how ICT can be strategically valuable in driving
improved Secretariat operations and decision-making.

Vision

The largely dysfunctional ICT situation in the UN stems from a legacy built up over decades. As
a result, the UN has been unable to leverage the potential of ICT us an enabler of effective
management reform. Rectifying this will require clear technology leadership of senior stature,
able to develop and implement an IT strategy for the UN as a w lole. Recent deliberations by the
General. Assembly on the creation of a Chief Information Officer are a welcome step forward.

Under the leadership of the CIO, the heads of all departments and offices will need to be actively
and cooperatively engaged in each phase of a comprehensive ICT roll-out. The IT leadership and
unit will need to be closely aligned with departments and other entities, enabling an ongoing
dialogue at all management levels that covers strategic as well f s operational needs and issues.

The Secretariat will need ensure much greater degree of Integra:ion in its workflow, knowledge
management, allowing managers to integrate programme objectives, knowledge assets, and
budgetary and financial data into one integrated technology-assisted process. This is essential if
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the Secretariat is to act more transparently and efficiently in managing staff and procure goods
and services of greater quality and quantity, at lower levels of risk. And it is an absolute
condition for the adoption of the adoption of the International Public Sector Accounting
Standards (IPS AS). [IPSAS REFERENCE DEPENDS ON DECISION WHETHER TO
RETAIN IT IN BUDGET CHAPTER.]

Experiences in other UN entities show that such integration is feasible. Very preliminary
estimates of such a system are in the order of $200 million. While significant, this estimate
is consistent with investments made in other UN system organisations. In the context of
annual activity now approaching close to $10 billlion, the investment is reasonable. Indeed,
maintaining the current failing system is rapidly becoming m n:re costly and risks collapse.

Proposals

1 ask the General Assembly to revive its discussions on the pest of Chief Information and
Technology Officer, and to approve the creation of that position as soon as possible, at the
level of Assistant Secretary-General. That rank will enable him/her to have a full voice in the
decision-making processes of Secretariat bodies such as the Management Committee. The
position should carry with it sufficient resources -- human and fiiuiricial — to set and implement a
comprehensive IT strategy for the entire Secretariat.

I propose an immediate and ongoing effort to align IT priorities with performance
objectives for developing better managerial decision-support toe Is; and implement an
organization-wide document/content management system; and d sveloping personnel with the
necessary skills.

The Secretariat should complete as soon as possible the ongoing feasibility studies of the
Enterprise Resource Planning and Enterprise Content Mam .gement, to determine whether
IMIS, Galaxy and other stand-alone information technology support systems should be replaced
by a fully integrated global system. Should this be deemed desir ible, such a system should be
introduced by 2009, and support the full range of management f motions.
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4. INVESTING IN NEW WAYS OF DELIVERING SEE VICES

NEWS0URCING OPTIONS

Context and Challenges

Recent advances in technology and management practices have enabled many public and private
sector institutions to adopt entirely new ways of getting services. These have allowed employers
to focus their resources on their core mission, improve their performance in meeting mandates,
and allocate resources optimally. Increasingly common practices include moving certain
administrative functions to other locations (relocating or off-shoring); contracting out to external
providers a range of services previously performed by staff (outsourcing); and allowing some
categories of staff to work from home (telecommuting).

Yet in the UN, progress in exploring these options has been piecemeal and slow. Most
administrative and support services are performed in-house, often in high-cost locations such as
New York or Geneva. The overall UN mindset has been one thai discourages even exploring the
options i:hat exist. As a global organization, there is no reason why we should not cany out our
business globally. However., a 2001 General Assembly decision sets a number of conditions for
outsourcing which restrict severely the circumstances under whidi outsourcing can be
contemplated. No comprehensive feasibility study or cost-benefit assessment has even been
conducted of the possibility of relocating major services.

Vision

For the UN, practices such as relocating where work is done can bring considerable gains on
several fronts, They can more equitably disperse of the economk; find employment benefits of
UN activities while promoting effectiveness and efficiency. They can offset the fact that
currently, it is the richest Member State of the United Nations that enjoys by far the largest share
of the benefits that flow from hosting a large UN presence. Reds stributing and relocating our
headquarters workload to new parts of the world will benefit more countries and economies; it
will allow us to widen and deepen the skills pool in which we recruit; and it will enable us to cut
the overall costs of operations.

Relocating offers an unusually precise tool to fulfill Article 101 of the UN Charter: "The
paramount consideration in the employment of the staff and in the determination of the
conditions of service shall be the necessity of securing the highest standards of efficiency,
compel ence, and integrity. Due regard shall be paid to the importance of recruiting the staff on as
wide a geographical basis as possible."

The UN family has only just started experimenting with this practice, but examples are
encouraging. Since the World Bank relocated some of its accoi nting functions to Chennai, India,
$lm is being saved per annum, out of an initial annual expenditure of $3m. Aside from dollar
savings, relocation has brought other improvements, as observe d by UNDP following the
transfer to Copenhagen of its benefits, entitlements, and payrol. functions in 2003-2004.
Transactions were found to be 25 per cent more efficient, and \ )NDP staff worldwide rated the
quality and responsiveness of the services offered in Copenhagen at 92 per cent in 2005. UNDP
is now considering relocating its knowledge and learning divis:ons, as well as regional human
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resource support units, to regional centers such as Johannesburg and Bangkok, and its
information technology development to India.

In the Secretariat, the Department of General Assembly Affairs a;xd Conference Management
recently examined several different options in a preliminary review of the documents production
cycle. While these findings are still tentative, estimates show that, possible savings in relocating
the full range of documents production services could approach 25 per cent of existing staff and
space costs, representing a net saving in the range of up to $35 m illion per annum.

Outsourcing, or contracting out to external providers, is an optioi i which should be considered
only for those functions that do not fall under the core competenc ics of the United Nations.
Printing functions, which still take place in-house, may be a suitsble candidate for outsourcing,
and preliminary estimates show that [FIGURE TO COME FROM MR. CHEN], However,
other steps of the document production cycle, such as translation may be candidates for
relocation to other lower-cost duty stations but not necessarily outsourcing because of quality
control a.nd other issues.

So any decision to relocate or outsource a function depends on a broad range of factors, of which
cost is only one. Reliability of service and guaranteed standards of quality are of primary
importan.ce, Consultations would need to be conducted with staf:: and their representatives, and
appropriate transitional support would need to be put in place to help any staff members whose
jobs may be affected,

Proposals

I ask tho; General Assembly to review its previous guidance end to consider all options for
alternative service delivery, including identifying potential for relocating work to lower cost duty
stations and outsourcing.

I propose to undertake systematic and detailed cost-benefit analyses of offshoring,
outsourcing and telecommuting opportunities for select administrative services as follows:

Translation, editing and documents production bv September 2006;
Internal printing and publishing processes by September 2006;
Medical insurance plan administration by September 2006;
Information technology services by December 2006;
Payables, receivables, payroll processes and adir inistration of staff benefits by
March 2007; and
Human resource benefits administration by March 2007.

ENHANCING PROCUREMENT

One of the most daunting challenges of the past decade for the JN has been the extraordinary
expansion in the scale and scope of procurement. Driven large ,y by the huge growth in
peacekeeping - which today comprises 85% of all procurement -- but also encompassing
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growing support to humanitarian relief operations and other initiatives, the value of UN global
procurement has increased steadily from around $400m in 1997 t) over $2bn last year. The trend
is still heavily upward: this year, it is expected to exceed $2.5bn, During the same period,
however, the number of dedicated procurement staff has only increased, from XXX to YYY
{request for numbers with Procurement deptj

Inevitably, this has tested the robustness and effectiveness of both systems and controls - and
both have been found wanting. On the one hand, it has become clear that our procurement rules
and regulations are too complex and cumbersome for the kind of quick actions often required in
field missions. To take one glaring example, otherwise sensible requirements on seeking bids
from multiple vendors can prove a real obstacle to effective and timely delivery of critical goods
and services from food to fuel in inaccessible and isolated places such as parts of Sudan or
Eritrea. On the other, it has also become clear that some of the limited steps we have taken to try
to deal with this in recent years, such as providing more authority for field-based procurement,
have not been accompanied by sufficient support and controls to prevent mismanagement and
even abn.se. As a result, despite the hard work and dedication of the vast majority of our staff,
often in extremely complex and difficult situations in the field, v\e have too often fallen short of
the high standards the UN needs to set itself.

While, many of the procurement problems documented in the report of the Independent Inquiry
Committee into the Oil for Food Programme have already been corrected, significant problems
remain. A separate review late last year by external experts found major weaknesses in culture,
management oversight and controls including outdated procurer :w;nt processes, a failure to align
and support the procurement needs of clients, an inconsistent execution of processes, a poor
governance structure and lack of sufficient resources. Equally worrying, a recent audit by the
Office of Internal Oversight Services into peacekeeping procurement has raised significant
additional concerns with regard both to mismanagement and possible fraud.

Quite apart from correcting systems and implementing robust in.ernal controls to prevent
potential wrongdoing, there is also significant potential for the L N to purchase goods and
services more cheaply and efficiently if systems and procedures ace properly modernized. To
take one example, while a contractor performance rating system exists the results are not yet
easily accessible across the UN system, nor have such performance reports been routinely
examined as a measure of future worthiness as a UN contractor. Indeed, from outdated master
contracts to the inability to systematically match vendors and destinations where goods and
services are actually used, to overstretched data systems that lire it access to cost and spending
information, an overworked management lacks the tools it need;; 1.0 provide the highest quality
procurement services. And as in other areas of the UN, spending on training -just $20,000
annually for 70 staff— is also well short of what is needed.

To respond to these problems a number of steps are underway

e To ensure that the recent audit and review findings abou; possible irregularities are
urgently addressed, at my instruction, the investigative arm of OIOS is currently
undertaking an accelerated review of these cases and additional allegations of possible
procurement-related wrongdoing by staff.

• A more comprehensive, forensic audit by external exper ts is underway and the UN is,
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also at my instruction, fully cooperating with national law enforcement bodies in their
own investigations.

My hope is that these investigations will be quickly concluded an;l swift action will be taken
against any UN staff members found to have acted inappropriately. More broadly, in order to
address the underlying weaknesses that have been identified a comprehensive review of
procurement rules, regulations, and policies is currently underway, focused on four broad areas

• updating procurement procedures to reflect the UN's new environment and operational
requirements, including the need for greater transparency and accountability; through, for
example, the establishment of a more independent bid pretest system to ensure vendors
have recourse if they believe a procurement process was undertaken unfairly

• implementing a risk-management framework including d .agnostic tools to detect
problematic transactions, more systematic rotation of staiF serving in procurement and the
strengthening of the Headquarters Contracts Committee that oversees the bidding
process. These steps will ensure its stature and professio yilism as well as that it has its
expert capacity to vest the Procurement Department's recommendations

• continuing and enhancing the training of procurement staff in procurement processes as
well as ethics and integrity. The extension to procurement staff of personal financial
disclosure requirements. More attention to staff career development issues.

• more information-sharing on procurement matters withir the UN common system, with a
view to unlocking significant potential cost and efficiency savings - estimated at 5-20% -
•• including through steps such as more systematic matching between vendors and
destinations where goods and services are being used, vendor consolidation, redefinition
of specifications and greater enforcement of contract coripliance

• using a lead agency concept to create specialist buyers for the whole system. For
example, the UN might ask IAPSO to handle all vehicle purchasing on WFP air transport
needs, UNOPS consulting and other personnel needs or JNICEF humanitarian goods.

Early elements of this strategy are already being implemented a rid I plan to produce a more
comprehensive report with more detailed corrective actions by ,"uue 2006, incorporating the
recommendations of the current review and reflecting the concl liiions of the outstanding
investigations and audit.
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5. INVESTING IN BUDGET AND FINANCE

Budgetary and financial arrangements underpin the functioning o f the United Nations. The
Organization lives and breathes on whether or not Member States pay their contributions in full
and on time, and on how Member States decide to deploy those resources. Yet as the world and
our mission change, as overall spending grows, and as knowledge of international management
best practices widens, our budget and finance functions have not kept pace.

Past reforms have attempted to improve the workings of finance .n the Secretariat specifically in
the areas of the authority of the Secretary- General, budgeting, anil trust fund management.
Recent improvements notwithstanding, the bottom line is that ou: current budgetary and
financial arrangements still impede the ability of the Secretariat t;> do its job. Key challenges
include:

U Inflexible budgeting process limiting the ability to strategically allocate funds against
organizational needs. The budget process is hampered by debate on line item detail,
too much iteration within a lengthy review period, and a paper intensive approach.
The review of the budget now starts 15 months ahead of each biennium, which is too
far in advance to respond to the fast-changing nature of the UN's business and can lead
to resources misaligned with actual needs. The majority of our finance staff is
dedicated to supporting this cumbersome process, leaving little capacity for proactive
financial planning and analysis in support of programme goals

lj Highly restricted Secretariat authority to shift resources to meet emerging needs.
The ability of the Secretary-General to shift money between programmes and re-
allocate posts without Member State approval is weakest today than before 1972, when
the need for such flexibility was far less. Recognizing llie need for greater fluidity
given the evolved needs of the Secretariat, Member Siates agreed in 2003 to grant the
Secretary-General, on an experimental basis, the abili ;y to move 50 posts within the
biennium. But this effort has proved both unsuitable md unwieldy in part because of
the large number of restrictive conditions and the absentee of any authority to reclassify
positions according to need

'|| No single, coherent, and commonly understood no ion of accountability for
programme performance. The achievement of progratnme objectives has few
consequences for resource allocation, work planning, or assessments of managerial
performance

"|[ Financial Rules and regulations which although im proved, and often not as
affectively used as they could be, with the support of Member States, are designed for
a centrally-controlled institution that does not adequa tely decentralize authority or
empower managers

f Insufficient transparency and availability of relevant financial information to provide
clear guidance both to member states and Secretariat managers on the Organization's
financial picture, An archaic and fragmented IT infhistructure, outdated manual
processes, and fragmented accounts in peacekeeping and trust funds create delays but
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more importantly prohibit the collection and tracking or" key data needed for
management decisions and proper oversight and audit

There are numerous illustrative examples of these problems, including:
* Fifty-five thousand pages of Secretariat reports to the Fifth Committee, many of them
overlapping in content, (figure 8)
* Budget preparation precedes and therefore ignores the Programme Performance Report on the
previous budget.
* More than [150] separate trust funds, and [35] distinct peacekeeping accounts, each with its
own support costs and arrangements.
* Reserve funds capable of covering just two or three weeks of UN operations,
* Unpredictable flows of cash, with [number tk] per cent of the Organization's regular budget
paid late., [tk] per cent of the peacekeeping budget late, and volui.tu.ry funding and humanitarian
appeals lypically falling [tk] per cent short,
* A Secretary-General with budgetary discretion that has remained unchanged for more than 30
years.
* A Secretariat in which less than half of the 30 offices and departments have specific units or
staff dedicated to programme evaluation,

FIGUFSE 8; BOTH MEMBER STATES AND SECRETAR9AT ARE
OVERWHELMED WITH THE NUMBER OF REPORTS
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We should address these fundamental problems and move -o a vision of:
If A United Nations with a flexible and strategic-focused budgeting process, building on

the 2002 reforms that implemented results-based budgeting within the Secretariat.
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While previous reforms have enabled greater upfront fc ens on indicators of
performance and the potential impact of a given progra r.me or function, the new
methodology has not led to any significant shift in the way Member States review the
Secretary-General's budget proposals or to assess how that money was spent

1 Member States and the Secretariat would strike the right balance between control and
managerial freedom, and between the direction and gui lance provided by Member
States and the flexibility needed by the Secretariat to fi Mil those wishes. Thus, the
Secretariat would have the authority needed to deploy and shift resources to effectively
implement the mandates set forth by the Member State >.

| Clear links between performance and resource allocation, enabling the best possible
stewardship of member state investments in the United Nations. This would enable
higher confidence among member states in the transparency and availability of
relevant information to make decisions, the ability to hnild managers accountable for
specific results, and the assurance that their financial contributions are being used in an
efficient manner.

The proposals set out below, which together will cost an estimated. [$...], are meant as first steps
towards this vision.

Proposals

Strategic budgetary planning and implementation

In the area of strategic budgetary planning and implementation,".'. propose that:
• The Member States and the Secretariat work together to ;ln.d ways to further increase the

strategic nature of the budgeting review, reduce duplication, excessive detail, and labor
intensive processes, and align key inputs across the Regular, Peacekeeping, and Extra-
budgetary processes, A joint task force should set stand?rds and guidelines to ensure
mutual commitment to this updated vision - recognizing the fundamental changes in
Secretariat operations and finances

• The budgeting cycles be shortened and aligned against tt.e calendar year. Regular budget
review and adoption should be shortened to 12 months, with future budget proposals
submitted to the Member States by 1 September. The Pe acekeeping budgetary cycle
would be aligned against the calendar year

The Secretary-General should have the authority, within a giver budget period, to use the
savings from vacant posts, with a value not to exceed 10 per cert of the overall post budget for
emergency, high-priority activities to implement mandates

Financial management practices

• Peacekeeping accounts for separate field missions be consolidated into a single set of
accounts and reports starting in 2006 to allow an overall assessment of cost-effectiveness
across all operations
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• Budget surpluses should be retained for use in subsequent periods, pending member state
approval (low-priority revision)

• A. continuous change management process to re-engineer and simplify financial
procedures to allow greater flexibility for decision-makuiij within a strong framework of
accountability

• The level of the Working Capital Fund for the regular buc.get should be increased from
$ 100 million to $250m

• The ceiling of the commitment authority granted by the Security Council for
peacekeeping operations should be increased from $50 million to $150 million

Performance evaluation and reporting

In the area of performance evaluation and reporting, I propcse that:

• Explicitly link the results of performance to the budget and planning process, work
planning, and the assessment of managerial performance to ensure the effective
stewardship of member state funds

• Reform monitoring and evaluation tools and synchronize to allow their results to
be evaluated in the formation of the subsequent budget:

• Introduce a new annual report (discussed more fuly in Chapter SIX) along with
other steps to consolidate and simplify financial reporting

• Increase resources for, but rationalize, UN activities in the areas of performance
measurement.

Re-engineering the financial platform of the Secretarial around these key principles of
transparent budgeting and results and management flexibility but accountability will require a
process of continuous change, The experience in UNDP and the: other Funds and Programmes is
that this re-engineering core business processes of this kind requires changes in attitude and
culture ••- particularly a willingness by managers to take responsibility as well as to master IT-
based managed systems that cannot be an overnight based transronnation. Again, it takes time.
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6. INVESTING IN GOVERNANCE

In the previous chapters I have described major changes that I believe are needed in the
management of the UN Secretariat and the resources entrusted to it by Member States. In this
final chapter I shall suggest improvements in the way the Secreta lat explains itself to Member
States, and to the public, and the way Secretariat and Member Stf .tes work together on
management and budgetary issues. My objective is to ensure tha; Member States receive high-
quality, Eiccurate and timely reports on the Secretariat's performa ice, and have in their hands
effective tools for holding the Secretariat genuinely accountable for its fulfilment of their
mandates and stewardship of their resources. The United Nations should be friendly and
accessible to its "owners" (the Member States) and to its users - :bat is, all who rely on its
services or have dealings with it. This requires an effort of transparency on the part of the
Secretariat, but also requires some adjustment by the intergovernmental bodies themselves.

Context and Challenge:

• The present budgeting and decision-making processes are characterized by an acute lack of
clarity and transparency. Member States are subjected to a blizaard of reports from the
Secretariat, which contain a great deal of information but are not arranged strategically and
are therefore of very limited use as analytical tools. The Fifth Committee, in particular,
currently receives [over 270/an average of 200] reports each [year/biennium], none of which
gives a single, comprehensive, coordinated view of Secretari at management performance.
This plethora of reports overwhelms both the Secretariat and the Member States alike
(exhibit 34). It obliges Member States to probe officials with very detailed questions in an
effort, which even then is only partly successful, to get at the full picture. Reports are too
long, there are too many of them, and they often arrive late, leaving Member States too little
time to review them.

U The public, too, is ill served by current UN policy on outside access to documentation, This
policy is neither clear nor systematic. Existing rules establish a theoretical presumption in
favour of releasing documents to the public on request, but c o not set forth precise criteria for
deciding when access should be refused. In practice, these decisions are taken by individual
department or office heads on an ad hoc basis, with no review or appeal process for people
who feel that access to a given document has been wrongly denied.

^[ The current system of interaction between the Secretariat an :1 committees of the General
Assembly is completely dysfunctional, because the differenl committees are too numerous,
too large and often have obscure or overlapping agendas.

• The Fifth Committee's interface with the Secretaries suffers from excessive focus
on details (exhibit 33). This is partly due to the size of the Committee (191
members), to the lack of time limits on discussion iind to the way many Member
States are represented. [Representatives on the Fi rth. Committee often report to
their Head of Mission only at several removes, or bypass him/her altogether,
reporting directly to the finance ministry in their home capital. And the need for
consensus allows some Member States to hold decisions to ransom against
unrelated items of purely national interest. This distorts, and further slows down,
the budget review process,]
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Vision:

The Advisory Committee on Administrative and Budgetary Questions (ACABQ),
which is supposed to give expert technical advice tc the Fifth Committee, also
spends much of its time on detailed line-by-line cro Js-examination of officials,
without reaching strategic judgements. Often the seme arguments are rehearsed
twice over - once in ACABQ and again in the Fifth Committee.

The Committee on Programmes and Coordination a ssorbs significant resources and
time, but no longer fulfils its mandate of coordinating me activities of different
programmes under the regular budget. Earlier efforts to reform it have proved
unsuccessful.

K Workable decision-making processes. Member Sta ;es might find they were better
served if decisions on detail were taken in small but representative groups, working to
a strict timetable and supported by knowledgeable expertise, with a clear mandate to
approve or disapprove proposals, so that larger bodies could focus on strategic issues.

1 Governance, not management. Intergovernmental bodies should govern the
Organization, in the sense of making high-level decisions on priorities, policies and the
overall allocation of resources, and should provide substantive expert input. They
could discharge these tasks better if they avoided takii ig on the management of
operational details, and judged managers on results, rather than on a line-by-line
review of each item of expenditure.

^[ Credible reporting mechanism. Member States are entitled to receive accurate and
timely analysis and information from the Secretariat, especially now that it has so
many more tasks to perform and demands to meet. This can be achieved not by more
reports but by many fewer but better and clearer ones. Avhich will enable Member
States to evaluate Secretariat actions and ensure that t .ieir mandates are properly
implemented.

(|] Transparency. The public should be told clearly that they can request UN Secretariat
documents, how to go about it, and on what principle;) such requests will be granted or
denied. All such requests should receive a prompt response.

Proposals:
If I propose to improve our reporting mechanisms t y developing a single,

comprehensive Annual Report, including comprehensive financial and program
information, by identifying opportunities to streamline all Secretariat reports, by
making real-time financial performance reports available to Member States, and by
improving public access to UN documentation:

• A single, comprehensive annual report of the Secretary-General to the General
Assembly on the work of the Organization, as mandated by the Charter, will
consolidate information currently presented in four different reports, enabling the
financial and operational work of the Secretariat to be readily measured against the
strategic objectives set by Member States. It will thus not only improve the quality
of communication between the Secretariat and Member States, but also enable
Member States to conduct more meaningful strategic discussions among
themselves.
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• Over 30 existing reports on management and finance issues will be consolidated
into six.

• We will also provide Member States with real-time, consolidated accounts of our
financial performance on a regular quarterly basis, once the necessary information
systems are in place,

• In May 2006 I shall submit to Member States, for c iscussion and approval, a
detailed policy proposal containing new and clear rules on public access to UN
documentation.

I propose four new rules of engagement for interaction between the Secretariat
and the key General Assembly budget committees:

• The committees should agree to focus on core budget issues, with emphasis on
planning and the analysis of performance, and to u.< e standardized cost frameworks
(for instance, an agreed all-in cost for each peacekeeping soldier deployed) rather
than attempt a line-by-line review of individual iteins (such as the write-off cost of
different types of vehicle).

• Both plenary and working groups should respect s'rict time-limits for budget
discussion and decision-making.

• Plenary sessions should be used for "up-or-down" votes on core budget issues, not
for prolonged debates on each line item.

Structural Change; I urge the General Assembly (o consider ways of reforming
its structures for interacting with the Secretariat on management and budgetary
issues. The Chairman of the Fifth committee has; indicated to me the interest of
his Committee in reforming its working methods. So, while this is clearly a
matter for Member States to decide, they may wish to consider the following
suggestions:

• The need for a separate Committee on Program) ties and Coordination could be
reconsidered, given the extensive overlap of this committee's work with that of the
Fifth Committee and ACABQ.

• Member States could consider raising the level of i heir representation on the Fifth
Committee, ensuring that heads of mission either participate directly or receive
prompt and detailed reports.

• They could also review the level of technical expe :tise required for service on
ACABQ, with a view to ensuring that it fully carries out its function, which in
essence should be that of an expert group, support .ng and advising the Fifth
Committee.

• They could elevate the scope and agenda of both r odies, and impose time limits on
the sessions, with a view to spending less time on detailed review and more on key
strategic issues.

• [They could reconsider the consensus rule and lirr it. its use in ways that prevents
clear strategic choices being made by the Committee.]
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In order to raise the quality of the strategic discussion by reducing this key governance
committee to a manageable size to allow real discussion

• They could consider whether the Fifth committee's workl )ad could be divided up into
working groups or even whether an executive committee ocmld be elected to agree
recommendations to the Fifth Committee.

STRENGTHENING OVERSIGHT AND AUDIT

Critical both to good management and to ensuring the highest sta ndards of integrity and
accountability is a system of proper oversight and audit. Currently, the UN is subject to multiple
internal Eind external audit and review bodies - including the Board of Audit, the Joint Inspection
Unit and the Office of Internal Oversight Services - with varying and somewhat overlapping
mandates, and remits. In addition, the Office of Internal Oversigh: Services, has itself a complex
set of responsibilities that is subject to potential conflicts-of-intei est given its role in providing
management advisory services for UN departments as well as it i tivestigatory and audit
functions. This latter role, where OIOS has traditionally provide i internal audits for use by
senior management, has also become blurred given the General Assembly's recent decision to
have OIOS report directly to Member States as well as the Secre' ary-General and to allow
Member States direct access to the Office's reports.

Prompted in part by this complex set of arrangements as well as xiy conviction, reinforced by
problems uncovered in the management of the Oil-For-Food pro gramme, the sexual exploitation
scandal in some of our peacekeeping missions, and troubling evi fence of misconduct in our
procurement system, I have for some time believed that that the ^dependent audit and
investigatory capacity of the UN needs to be significantly strengthened. That is why I initially
proposed a comprehensive review of OIOS with this aim in 200'> and repeated the request in my
"In Larger Freedom" report to the General Assembly last year. I was very gratified that this
proposal was fully endorsed by global leaders at the World Sum nit and very much welcome the
fact that they decided to combine this review with a prior Board of Audit recommendation for a
comprehensive assessment of the UN's governance arrangement s. In that regard, I was also very
pleased at the General Assembly's decision to approve significant new resources for OIOS in
both June and December 2005 as well as endorsing the creation rf an Independent Audit
Advisory Committee as an additional resource to ensure Member States have the independent,
expert advice needed to better exercise their oversight responsibilities.

In my submission to the General Assembly in November on Imj ilementation of decisions from
the 2005 World Summit, I set out detailed terms of reference foi this new Committee based on a
review of best practices and benchmarks of similar bodies in comparable organizations. I also
provided terms of reference for the governance and oversight re /lew, which is now underway. I
sincerely hope this review will identify a more rational division of labour and responsibilities of
the various audit and oversight bodies and ensure they are fully squipped with the resources and
capacity to carry out their very important role. With specific regard to OIOS, in addition to
looking at how to bolster its audit and investigatory capacity, which I believe is essential, I also
hope the review will explore the implications of OIOS's new drect reporting line to the GA on
the Secretariat's ability to draw on internal audit capacity for input management decisions as
well as explicitly reviewing the appropriateness of OIOS retaini ng its management advisory
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functions.
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CONCLUSION - INVESTING IN CHANGE

Experience within the UN system and elsewhere tells us that refo :m or change initiatives often
fall apart, or are not sustained over time, unless there is strong leadership from the top, supported
by a group of managers and overseers assigned full-time to making change happen.
It would therefore be naive to expect the comprehensive transformation described in this report
to happen by itself. Secretariat and Member States, working closf Jy together, will have to refine
the blueprint and convert it into detailed proposals, with a discipl ;ned implementation strategy -
which must itself be the product of consultation, both among Member States and with the staff at
all levels.

Change Management Office

Managing change of this magnitude is not a part-time responsibility. It will be necessary to set
up a dedicated capacity within the Secretariat - a change management office, with clear terms of
reference and a time limit - which I propose should work closely with a small but representative
group of'Member States to provide support and guidance.

This office, which would report to the Depupty Secretary-General, would work with heads of
department, and other key leaders within the Secretariat, to plan and coordinate the
implementation of the reforms. It would monitor performance, aid hold heads of department
accountable for their delivery. It would establish and oversee tas.c forces to identify and resolve
specific challenges. It should be led by a highly respected, senior-level manager with deep
organizational knowledge and a full understanding of the context as well as the content of the
reform Eigenda, who would be respected by, and have access to, -h.e key decision-makers in the
Secretariat.

Staff Bay-Out

In the Summit Outcome Document, Heads of State and Government resolved "to consider a
detailed proposal on the framework for a one-time staff buyout 10 improve personnel structure
and quality, including an indication of costs involved and mechanisms to ensure that it achieves
its intended purpose". I expect soon to place such a proposal before the General Assembly. It
will be an essential tool for implementing the reforms proposed in this report, as well as the
conclusions of the review of mandates on which the Assembly is about to embark. It will require
full consultation with staff representatives before my proposals are finalized. It will be based on
four principles;

• The Secretary-General must be able to realign the staff in accordance with the Organization's
priorities. The staff to whom the targeted buy-out is offered mu;!t therefore be selected on the
basis of an analysis of the skills needed, in the light of both the management reforms, including
business process simplification, changing skills needs, relocation of work and outsourcing and
the mandate review. Decisions Member States make on my prc posals in this area will also
determine the scale of the program.

• The Organization's interests must be protected, by ensuring tl at the buy-out does not result in
the loss of staff whose skills, experience or knowledge are valuable to it,
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• The anticipated attrition of staff (4.6 per cent of whom - includi ng much higher percentages of
senior managers at the P-5 and Director levels) will reach retirement age over the next five years)
must be taken into account (Figure 9).

FIGURE 9

Anticipated retirements, by category (2006 to 2010) -100,200 and 30Q Series
International Professional Staff on contracts of one year or longer

Fast Facts

Overall Directors and Professional Workforce
\' 6,921 staff members.

By category
•t 535 staff members at Hie Director level.
<,' 6.3BG stall members In the Professional category.

Total Number of Anticipated Retirements tn 2DDS - 2D10
•j 9fl8 staff members. This represents 14.3% of the overall workforce.
•>' 211 Directors will retire over the five-year period.
\' 777 Professional staff will retire.

250!

20Q6 2010

• The mechanisms for implementing the buy-out must be transparent and equitable, with
safeguards to prevent arbitrary decisions and preserve the Organization's strategic goals,
My proposal will offer several options for the buy-out, and the precise cost will depend on which
option Member States prefer. But they should be prepared for a figure of the order of
$ 11 Omi,llion. I believe this is fully justified as an investment in ihe United Nations of the future,
which must be staffed by people whose skills and aptitudes respond to its priorities.

Early sold visible change

I urge Member States to lose no time in providing dedicated ref ources for the change
management office proposed above, or in setting up an appropriate intergovernmental
mechanism to work with it. Such prompt decisions can make it clear, both to our staff and to the
outside world, that the overall programme of reform is serious ;md credible.

Resource requirements
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Processes of change such as those outlined in this report, involvir g far-reaching reform of a large
organization, can be successfully implemented only by deploying substantial resources. As I
said at the beginning of this report, the UN has suffered from underinvestment. The bill for that
is now inevitably due. The precise cost of all these reforms will obviously depend on the details
still to be worked out. Nevertheless, we have itemized several mhjor and vital cost increases in
this report:

• Improving field benefits and conditions to create a single global staff
• Increasing investments in training, recruitment, human resource development
• Strengthening key functions such as procurement and management overall
• Introducing a new information technology platform
• Approving a staff buy-out program
• Not described in this report is the Capital Master Plan renewal of the New York

headquarters building

On the cost reduction side, these charges should pay for themsel vss over time.

• We refer to 25% cost reductions from relocation and out jourcing
• We expect strong improvements in peacekeeping performance and cost-effectiveness

from these HR improvements
• The IT platform and other HR reforms will release a lot of staff from low-value activities

and allow the development of more strategic high-volur.w; work
• The IT investment will avert growing maintenance and transaction costs as well as the

likelihood of a systems breakdown in the coming years
• Improved financial reporting program evaluation and budgeting will lead to a more

efficient allocation of resources

But above all, I envisage these reforms leading to a much more productive organization and
motivated staff. One that can live up to the dream of those who 'wrote the Charter and even
more to you who today expect and ask so much of us.

This may sound a large sum, but I believe it is a very modest in vestment compared to the benefit
that all Member States and their peoples can expect from a truly effective United Nations,
attuned to the needs of the 21st century.

Only by an effort on this scale - a management reform as broac as it is deep - can we create a
United Nations Secretariat fully equipped to implement all its mandates, using its Member
States' resources wisely and accounting for them fully, and wirning the trust of the broader
world community. In an age when more and more of the problems facing humanity are global,
and the; world therefore has more and more need of a global institution through which to forge
and implement global strategies, it is more than ever necessary that that institution, recapturing
the promise of sixty years ago, should be up to the challenges cf the next sixty. It is with that in
mind that I lay these proposals before the General Assembly. They are proposals for a common
enterprise, one of near-heroic proportions, on which I and my colleagues in the Secretariat are
ready lo embark, relying on the full support and partnership of Member States.
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PROPOSALS REQUIRING GENERAL ASSEMBLY ACTION AND SUPPORT

• Modifying the existing stipulations and requirements in the system of recruiting,
promoting and placing UN staff

• Seeking explicit authority for the Secretary-General to move staff members
according to organizational need

• Broadening current mobility requirements and appro ring a simplified contract
status

• Investing more in staff development and training programmes

• Aligning benefits for UN staff in the field with those or ithe UN Funds and
Programmes

• Creating a Chief Information and Technology Officer

• Committing to the development of a fully-integrated global IT management support
system subject to the results of an ongoing feasibility study

• Reviewing guidance on alternative service delivery and agreeing to the preparation
of cost/benefit analyses in certain administrative areas

• Shortening of the cycle for review and adoption of th( Organization's programme
budget

• Improving the budgetary discretion for the Secretary-General

• Consolidating peacekeeping accounts for separate fie .dl operations

• Introducing improvements to the system of financial management - including
delegation of financial authority with a clear framework of controls

• Increasing capacity for performance monitoring and evaluation

• Approving improved reporting mechanisms to intergovernmental bodies

• Agreeing to identify ways to improve interactions with the Secretariat on
management issues

• Supporting the creation of change management capacity
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