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Mr. Chairman,
Distinguished Delegates,
Ladies and Gentlemen,

| would like to welcome you warmly to the twentytfi session of the Programme and
Budget Committee. To begin with, | wish to express most sincere thanks to H. E.
Mr. Triyono Wibowo for his able chairmanship, arat being with us today despite
his busy schedule in his new function as Vice-Manisof Foreign Affairs of his
country. Thank you, Excellency, for your commitmand flexibility.

At the same time, | should also like to congratigdu, Mr. Herasymenko, and the
other members of the new Bureau, on your electi@am confident that under your
able guidance, this session of the PBC will be coted in an efficient and

productive manner.

It is my great pleasure to welcome the Auditor-Gehef Pakistan, Mr. Tanwir Al
Agha, the External Auditor of UNIDO, who will pregehis Interim Report to the
Committee under agenda item 3. The Secretariateplagreat value in the
recommendations of the External Auditor and is pred to take remedial measures
as necessary. During the course of the audit aadptbparation of the report, the
Secretariat has provided extensive responses &thiation on the issues covered by
the audit, and appreciates that these have bekm@ttin his report for the benefit of
the Member States. As always the progress reporthenimplementation of his
recommendations will be provided to the Externatlifar on his subsequent visits.

Mr. Chairman,
Distinguished Delegates,

Session agenda

This session of the PBC has a long agenda coverifegge number of important
administrative and financial issues. In going tlylo this agenda you will be
considering the financial situation of UNIDO, owrformance in the mobilization of
financial resources, and issues related to our tamowf the International Public
Sector Accounting Standards and the adjustmentsweawill have to make to our
financial regulations as a result. You will alsa dalled upon to consider the issue of
the appointment of an External Auditor for the pdrfollowing June 2010, when the
term our current External Auditor expires. Lasif bmphatically not least, you will
have to consider our programmatic objectives amaripes for the biennium 2010-
2011, and the related financial and budgetary ssdagese will include not only our
overall resource requirements, but also such nsatierthe scale of assessments for
the apportionment of regular budget expenses anditiking capital fund.

In this connection, | am pleased to be able tormfyou that the Secretariat has
distributed an extensive and comprehensive setcoafuments to facilitate your
deliberations on these important issues. Thesardents include the Annual Report
for 2008, which, as in the past two years, has Ipgepared with a broader audience
in mind, so that it may also serve as a useful eaeyp tool. As a further innovation,



the new Annual Report will be made available ircetanic format as a CD containing
all of the different language versions.

In addition, the Secretariat has distributed a remd§ specific documents related to
the various individual agenda items, which provide information needed for their
effective consideration. In this connection, | Wblike to express my sincere regret
for the delays encountered in the finalization afistribution of some of these

documents in all official languages. Please bearasisthat the Secretariat is well
aware of the critical need to provide you with higlality documentation in a timely

manner for the meetings of the policymaking orgams| we will reinforce our efforts

to fulfill this requirement in the future.

Mr. Chairman,
Distinguished Delegates,

Programme and Budgets 2010-2011

In view of the comprehensive documentation thatldeen placed at your disposal in
advance of this session of the PBC, | would likéoious my comments this morning
on the subject of the programme and budgets fo0-201L1. As you are aware, the
proposals that | am submitting to you are the aumioof a process of close
consultation with you, the Member States. Thisscdtation process began long
before my proposals were formulated, and has coadirthereafter. |1 myself, and
several of my senior managers, have had informatimgs with you, individually
and collectively, on this subject. | would like t@ke this opportunity to assure you
that | have taken full account of the feedback \weehreceived from you in drafting
the proposal that lies before you.

My responsiveness to your advice is underlinedheywery fact that | am submitting a
budget proposal based on a zero real-growth s@enas you will recall, | have been

arguing for some time that there is an urgent fieethe Member States to invest in
this Organization — which is as much your Orgamizaas it is that of us who serve in
it. Already in the introduction to the ProgrammedaBudgets for the current
biennium, 2008-2009, | underlined that there wasaante need for UNIDO to

increase its staff and other core capacities tot rtiee demands placed upon it by
Member States and enable it to respond to the amgmgquirements of multilateral

development cooperation. This is even truer tabaw it was two years ago.

On the other hand, however, | recognize that tlpesdor Member States to make
these additional investments has been severelyraomsd under the changed global
economic conditions prevailing today. In respondeave refrained from requesting
these additional investments in the coming biennawan though — and | stress this
point again — they are sorely needed. Instead,shadl continue to focus on
introducing further efficiency-enhancing measufe®igh a comprehensive process
of change management that | have already initiatéde point needs to be made,
however, that after a decade of continuous refdhe, scope for further cost-free
efficiency gains has been exhausted and that taegghmanagement process that |
am planning to implement in the coming years vatjuire significant investments. |
will return to this subject later in another coritex



First of all, however, | would like to make a fewbstantive points about the
proposed programme and budgets for 2010-2011. oimulating this document,

which effectively constitutes our work programme fioe coming biennium, | have

deliberately opted for a process of evolutionararge — to embed important and
necessary innovations in a foundation of continuityhile time constraints prevent
me from giving you a detailed presentation of thfgoroach — which is in any case
provided in the Executive Summary of the Progranmand Budgets document - |
would like to highlight a few salient features.

In the programmatic context, the following pointarsl out:

» The broad structure of the programme and budgett6-2011 mirrors that of
the programme and budgets, 2008-2009, with the saine major
programmes.

> At the same time, the programmatic content of tteg@mmme and budgets
2010-2011 has been fully aligned with the mediurmteprogramme
framework 2010-2013. This has resulted in a stheamy of the technical
cooperation services provided by UNIDO, and a rédocof the number of
substantive programme components from twenty-st&veighteen.

» The programme and budgets 2010-2011 also mainstré@nprogrammatic
enhancements that have been introduced in recans,y®&ich as South-South
cooperation, youth employment, women in industdal/elopment, energy
access, partnerships with international financmatitutions, and industrial
skills upgrading.

» In addition, it incorporates a number of importamtw programmatic
elements related to the climate change agendaoathe increasingly pressing
need to support our Member States in the deterioimaf effective industrial
policy solutions.

» The close alignment of the proposed programme adddis 2010-2011 with
the medium-term programme framework 2010-2013 remilted in the
application of a coherent results-based managefnamiework linking the
former to the latter. This applies both to progmaemic activities and
management processes.

From the financial point of view, | would like tonphasize the following features:

» We have continued to strengthen the technical catipe programmes
relative to those providing managerial and suppervices, with the share of
the former rising to 43.2 per cent from 42.1 perttde the previous budget.

> Particular efforts have been made to strengtheroM&jogramme C, dealing
with poverty reduction through productive activitiewith the share of
resources directed towards this major programmenbaxcreased from 15.9
per centto 17.0 per cent.

» The programme and budgets 2010-2011 anticipatégnéisant increase of
12.5 per cent in technical cooperation deliveryatieé to 2008-2009, from
€174.7 million to approximately €197 million.

More broadly, the programme and budgets 2010-20blirwies to give high priority
to maintaining UNIDO’s contributions towards incsed coherence in the



development-related activities of the United Nagiogystem, and to a further
strengthening of UNIDO'’s field operations. It algwovides for a continuing
rejuvenation of the Organization, both through tdyglacement of retiring senior staff
by a larger number of lower-level staff, and thrioug continuation of the Young
Professionals Programme, which will soon becomeaatmmal as the first recruits
under this programme join UNIDO.

Mr. Chairman,
Distinguished Delegates,

Unutilized balances of appropriations

As | mentioned before, the proposed programme amfdts 2010-2011 has been
formulated within the framework of a zero real gtbwn resources — in other words,
apart from necessary adjustments for cost increa$es resources available to
UNIDO under the regular and operational budgetseaheduled to remain unchanged
from this biennium. At the same time, however,deenand, and indeed the need, for
our services, is continuing to increase. Thisndarlined not only by the requests for
development support that we keep receiving, bub &l the growing volume of
voluntary contributions for technical cooperationdaglobal forum activities that
donors are continuing to entrust to us. Despitectimstraints imposed upon us by the
standstill in our budgetary resources, we therefoeed to be able to provide a
continuously increased volume of services.

To square this circle, of increasing our servicéth weverely limited resources, we
need to continue our efforts to increase the operagfficiency of UNIDO. In
recognition of this fact, | have initiated the pragime of change management and
business process re-engineering that | referrea fiev minutes ago. Through this
programme, | want to introduce a simplificationagferating procedures and a more
effective use of information and communication teabgies, as well improvements
in our knowledge management system and a moretieHeintegration of our field
resources in our substantive activities. Severaasures have already been
introduced in this connection, and a number of lamging fruits have been
harvested.

Much more needs to be done, however, and | haablested several working groups
to analyze both the needs and costs of thesetadiviln doing so, | have also sought
to benefit from the experience of sister organaraiwithin the UN system that have
already trodden this path. Not surprisingly, oesaarch has shown that while the
benefits to be derived from the change managemadt ausiness process re-
engineering initiatives will be substantial, theichievement will require initial
investments, especially in the installation of didated enterprise resource planning,
or ERP, system.

In addition, | firmly believe that UNIDO needs térengthen the services that it
provides under our thematic priority of poverty wetion through productive
activities. These services provide the most @itiwontribution that we can make
towards achieving the principal millennium develaprgoal of ending poverty and
hunger. We are convinced that there is an urgeetl rte develop an expanded



portfolio of activities in this field, and also tnhance UNIDQO’s ability to respond
rapidly to critical assistance requirements in atgsituations. To achieve these
objectives we need to invest more resources indfgia, but we find that we continue
to face serious challenges in mobilizing fundssiach activities even though Member
States share our concerns.

Against this backdrop of much needed investmentsupgrade our delivery

infrastructure and reinforce priority technical peeation programmes, | am
requesting the Member States to permit the Sedetés retain the unutilized

balances of appropriations that are due for digtidim in 2010. | have submitted a
note detailing this proposal to the Committee, Whioites historical precedents and
gives more comprehensive explanations of the wayhich | propose to use these
resources. While | understand that an approvalthed proposal will entail a

suspension of certain financial regulations, | finbelieve that this does not
necessarily present an insurmountable hurdle, &snse out by previous decisions
taken by the General Conference in this respeatiodld therefore like to urge the
Committee to consider this proposal favourably aadbpt the draft decision

suggested in the note that | have provided.

Mr. Chairman,
Distinguished Delegates,

Need for further investment in UNIDO

If I have focused on issues of financial resouinasny statement, | have done so for a
reason, and | request your understanding for thitie fact of the matter is that
UNIDO has faced more than a decade of budgetasja@roand | believe that this is a
point worth reiterating. Even while many of oustsr organizations in the UN
system have been granted increases in their bydgetetimes on a very substantial
scale, we in UNIDO have often been forced to makevidh budgets that have not
even fully compensated us for external cost in@gadn fact, the regular budget of
UNIDO was approved at a level lower than zero-gralwvth for two of the last three
biennia. The 2004-2005 budget suffered a loss@pér cent and the 2008-2009 core
budget a loss of 0.9 per cent. Each reductioressmted a loss in real core capacity,
which the organization had to absorb. Even maeificantly, such “negative real-
growth” budgets have a cumulative effect, sincehesigccessive budget uses the
preceding budget as its base, so that the cutsenbadget get propagated into the
next budget.

Indeed, a further reduction in the budget belowlével presented in my submission
would make it extremely difficult for UNIDO to meéts obligations to you, the
Member States, in terms of the services you expedb provide. | would like to
reassure you that | take these obligations venpsgly. The value of our technical
cooperation delivery has increased steadily dutirggpast four years, and in 2008
reached some $124 million. The last time UNID@lemented such amounts was in
1993, when our delivery amounted to $119 millio&ignificantly, moreover, the
implementation in 2008 was achieved with a littleelohalf the staff that we had in
1993. It is beyond every doubt that we have draralyi raised the productivity of
our staff.



As we look forward, we anticipate a substantiat@ase in the resources available to
us for technical cooperation:

> At the thirty-first session of the IDB, in June Z)0he Member States
requested me to seek direct access to the GlohaldEment Facility for all
focal areas where UNIDO had a comparative advaniMgewere successful
in obtaining this access. Since then, our GEF pliotthas been growing
rapidly. Currently, we have some $27 million of GEHds available for
implementation. We have another $124 million waflGEF projects under
preparation, and further project concepts are awpiGEF clearance for
preparation.

» As for the Montreal Protocol, we currently have sof#3 million of funds
available for implementation, while from the preseeplenishment, which
runs until the end of 2011, we can count on reogi#90 million worth of
new projects.

» To these environmental funds we can add a signifipgeline of projects in
the areas of trade capacity building, private set¢welopment, agro-industry
and, specifically, Economic Partnership Agreemertthe European Union.
The latter alone could bring us between $150 nnilkmd $200 million over a
period of four years.

While we greatly welcome and value the confideniceur donors and other partners
in providing us these technical cooperation fumds,also need to match them with a
growth in our budgetary resources in order to de &t utilize them effectively. In
short, we face a critical need to strengthen oure ccapacities to meet these
challenges, and depend on every cent in our buddegt able to do so.

| am reassured in this connection by the fact Meamber States are fully aware of
this situation and have frequently expressed thdlr support for UNIDO to be
adequately resourced to meet its commitments. iffgEly, | recall some of the
statements made at the thirty-third session ofrilastrial Development Board in the
debate on the Programme and Budgets for 2008-2@08n a budget was approved
that fell short of zero-real growth. On that ocoasthe Group of 77 appealed to
Member States to continue their strong support BiRO and not to inhibit its
growth, while the spokespersons of the African &sthn Groups and the EU also
stressed that they would have preferred a decisased on the original zero real-
growth submission. GRULAC also stressed that tbesensus reached on that
occasion should not set a precedent for the futlmesentiment that was echoed by a
number of individual delegations as well.

Against this background of continued support anddgall for our Organization and
the important work that we are doing, | am confidéirat you will reach a decision
that will reflect a full understanding and appréioia of our needs.



Mr. Chairman,
Distinguished Delegates,

Nominationsfor the post of Director-General, 2010-2014

In concluding my statement this morning, | wouldtjlike to mention that the
deadline for the submission of nominations for thest of Director-General of
UNIDO expired some two weeks ago. It turns outt thpart from my own
nomination, no other nomination has been receivedould therefore like to take this
opportunity to thank you for the confidence you d@&xpressed in me, and to convey
my great appreciation for the guidance and suppb&yve received from you during
my first term as Director-General. This has berrtial in enabling us to achieve
together significant progress and tangible resultdook forward to being able to
serve our Organization for a further four yearghe same spirit of cooperation and
partnership with all of you.

Mr. Chairman,
Distinguished Delegates,

| thank you for your attention and wish you a ssstel and productive meeting.



