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Mr. President,
Excellencies,
Distinguished Delegates,
Ladies and Gentlemen,

It is my great pleasure to warmly welcome you te thirty-eighth session of the
Industrial Development Board.

Allow me to express my sincere gratitude to oursklent, Ambassador Helmut Bock of
Austria, who so ably chaired the thirty-seventhsg®s of the Board and who has kindly
agreed to guide us through the thirty-eighth sesamwell. | am sure, Mr. President, that
with your leadership, both you and the Bureau yeadl| will bring a successful
conclusion to the present session.

| would also like to extend a special welcome t® Rhinisters who have joined us today,
as well as to guests from a number of agencieswilhde present at our side-event this
afternoon.

| can see from the agenda that you have an interei challenging work schedule
ahead of you over the coming days. To facilitateryadeliberations on these matters, the
Secretariat has submitted a comprehensive setafndents. | will refer to a number of
these agenda items in my statement this mornitigpih not necessarily in order of
their appearance on the agenda. In particular,shvio inform you of developments
concerning our trust funds for food security anaergable energy, and on progress in our
Programme for Change and Organizational RenewalOf®C My staff will make
available additional information as necessary wheach item is taken up for
consideration. Lastly, | intend to make an annoure® concerning some senior staff
departures and rotations.

Mr. President,
Distinguished delegates,

This meeting of the Board brings us close to the @frthe first year of my second term.
For me, 2010 has been perhaps even more challettgang?006, my first year of office.
To give you some context, in February 2006 the Heyel Panel on System-wide
Coherence was launched in New York. In connectidh this, a number of scenarios
were floated concerning how the United Nations #haperate in future — some of
which suggested the discontinuation of certain agsn UNIDO amongst them.

Two months into my tenure, therefore, we were dlyefacing an existential threat. It
was of course a challenging period. But we tookoact both to present UNIDO’s case
and to commit to the coherence process. Indeenhydfirst Board in 2006, one of the
primary decisions moved by the European Union ampbd especially, was that we
should do more to raise our visibility in capitalBhis meant five years of focused
advocacy, presenting information on what UNIDO deesl hard evidence of success.



The global financial crisis of 2008 brought thel m@onomy to the top of the agenda, and
with it the importance of green growth. By 2010sessed contributions were in line with
expectations; funds mobilized were higher than éefore. And yet still this has been a
most challenging year in terms of finding the resea needed for a business system that
allows us to deliver value for money and work mol@sely with our sister agencies. |
will expand on this point shortly.

First, allow me to present our most recent figusasthe financial situation of UNIDO,
which comes under item 2 of your agenda.

[SLIDE: Funds Mobilization 2005-present]

Financial situation of UNIDO

| am pleased to inform you that funds mobilized technical cooperation up to the end
of October 2010 are in excess of $126 million. Thispasses the figure of $108.5
million raised by the equivalent stage last yedricw was itself a record for UNIDO.

But you can see from the graph that it has not lseswoth sailing — there is no guarantee
that the amount of funds mobilized will constantlgrease, particularly these days with
the tightening of national budgets and the dedimeome traditional donors’ financing
for international development. Indeed, for a sdem@d agency like UNIDO there is
always a degree of uncertainty on funding for ptg@nd programmes, which often need
to be worked out with both donor and beneficiaryaarase-by-case basis.

[SLIDE: TC Implementation 2005-present]

Our technical cooperation delivery likewise conéauo rise to new heights. By the end
of October 2010, we had delivered just short of ®h3illion, as against some $121
million this time last year. Once again, UNIDO is track to deliver more than ever
before.

We are proving that we can deliver, but we are aw#éircalls to further improve value for
money and results-orientation. | recently receitw@d letters — one from the Permanent
Representative of the United Kingdom, addressaddpand one from the UK Minister
for International Development, addressed to the &H¢retary-General. Both were co-
signed by a number of countries and emphasizec tbescerns. The letter sent to me
was delivered on behalf of the Geneva Group anticp&arly expressed the hope that the
change management programme would aid in the reaolyision of information on
project activities to Member States, including imf@tion on funding status.

In this connection, | would like to stress that Huoption of our new enterprise resource
planning (ERP) system will greatly enhance ourighib provide such information. Both
leaner processes and a well-integrated system gimgp@rganization-wide knowledge



sharing, risk management and results-based manageemeain the key objectives of our
change management programme. | will return toithesfew moments.

As always, we have updated the status of assessidbaitions in a further Conference
Room Paper. The most significant development ia thgard is the receipt of the first
installment of the payment plan agreed with Bragie very much appreciate this as an
example of the strong commitment of Brazil to igstpership with UNIDO.

The collection rate of assessed contributions @r02stood at 86 per cent at the end of
October 2010. A further significant contributionshiaeen received in the past days, and
the collection rate is now in line with that oftigear. We expect to finish this year with a

92.4 per cent collection rate of assessed contoibsit

The number of Member States without voting righais kecreased from 44 on 30 June
2010 to 41 on 31 October 2010. This is however lagher than the 38 and 37 countries
in October 2009 and 2008.

As far as the financial regulations of UNIDO arencerned, we have reissued these in a
Conference Room Paper presented to the twenty-segision of the PBC in order to
provide a consolidated up-to-date version after dheendments made at the General
Conference a year ago. This is all the more imporéa at the next PBC we will begin
discussing further amendments, mostly in conneatith the frequency and disposition
of annual audit reports to be provided by the EkAuditor. This is necessitated by the
adoption of IPSAS.

Trust funds for food security and renewable energy

[SLIDE: Financing of trust funds]

| now wish to move to item 2(c) of the agenda, thest funds for food security and
renewable energy established by Member States anlabt General Conference. A
briefing for Permanent Missions took place last&yi, in which details were provided on
progress in operationalizing the two funds. Forsth@f you who did not have the
opportunity to attend, | would like to briefly ras¢ some of the information given.

To finance the trust funds, a total of over €1.5lliom was retained from the
unencumbered balance of appropriations. Of thie, Member States requested that their
share be transferred to the industrial developriend, leaving €1,147,628 available for
the two trust funds.

This sum was then allocated as requested by indaVidMember States. Where no
specific allocation was requested by the respedileenber States, the resources were
shared equally between the two trust funds. Th&ilted in €498,052 being made
available to the trust fund for food security arg#1€,576 to the trust fund for renewable
energy.



In addition, €400,000 was received from Finlandate 2009, before the trust funds were
established. This was fully allocated to the agmustry activities which are the subject
of the trust fund for food security.

As far as the trust fund for food security is cameel, in July we launched an innovative
programme on agribusiness value chains togethér WAO and IFAD. The programme
focuses on least-developed countries (LDCs), andtrigngly linked to the Africa
Agribusiness and Agro-industry Development Initiat(3ADI) which resulted from the
High-level Conference on Agribusiness held in AbipaMarch of this year. It also
extends to two non-African LDCs, Haiti and Afghdais An important aspect of our
approach is that our initial investment in techhicaoperation will have a significant
multiplier effect, leveraging substantial flows oésources from bilateral donors,
international financial institutions and the prvatector. Although these resources will
therefore not flow through UNIDO, nor appear in éwaditional delivery figures, they
will have a significant development impact. We wilbke sure to report to you on the
progress of the programme using a comprehensiveome-based reporting system.

On Friday my staff also delivered a presentationhow the trust fund for renewable
energy will be used to formulate a number of progrees and projects in selected
countries. It is true that the trust fund has net seeded any such activities, but you
should be aware that the incubation period for gyreelated projects can take some
time. Feasibility studies are needed and oftenmanting is required.

In this connection, we have just been asked byalobal Environment Facility (GEF) to
lead their programme in East Africa, meaning tHamately we will implement about
US$20 million of a US$60 million programme for thmegion. The trust fund for
renewable energy will provide invaluable supporsetting this large-scale programme in
motion and in designing concrete projects at thentty level. This is an example of how
the fund can seed ambitious and broad interventiagch can also be replicated in
other regions.

Programme for Change and Organizational RenewaD@C

[SLIDE: Cost of ERP]

| now wish to address the issue that has made 20t@allenging year so far. our
Programme for Change and Organizational RenewaDf@CIl am pleased to inform you
that our Progamme has achieved the milestones gilattn date. A number of actions
have been taken since my report to the Programm@&@adget Committee. You will find
detailed information on this progress in documéB.B8/9/Add.2. This document was
released just this week in order to incorporatellbeek received from Member States on
the PCOR briefing held on 17 November and in sulseconsultations.

The main point to note is that we have now seleate@RP system and implementation
partner. An international bidding exercise wasnthed in July of this year, and the
selection process was completed last week.



During the selection process for the ERP systemyere guided by your decision at the
General Conference, in which you requested thatntiest suitable and sustainable
technical solution be sought. The result of thermational competitive bidding exercise
shows that the total cost of the implementationtref ERP system amounts to €13
million, which is €3.9 million higher than the Segio Il foreseen in our feasibility
study.

You can see on the screen how this compares tof&fRihg requirements in other UN
agencies.

[SLIDE: IAEA, CTBTO, UN implementation of ERP systg]

| firmly believe that this one time investment df3million in a new ERP system will

make the Organization “fit for the future”. We has@ far received €5.3 million through
renunciation of unutilized balances of appropriasioand we are grateful to Member
States for providing us with the resources for thngstment.

[SLIDE: ERP financing requirements]

The slide before you shows the funds already caltetor the ERP and how | suggest we
meet the remaining shortfall of €7.7 million. Thigll be through budgetary savings of
€1.7 million during the implementation period, aslivas the utilization of €5.5 million
from the reserve for exchange rate fluctuations.afealso proposing to reallocate €0.5
million received as a voluntary contribution forestgthening fiduciary standards, which
are an integral part of our PCOR.

[SLIDE: Relevant Decisions on the Reserve for ExgjgaRate Fluctuations]

Let me say a few words of explanation about thdamge rate reserve. It was established
at the ninth General Conference in 1999 for theopse of protecting the Organization
from exchange rate fluctuations following the imlwotion of the euro. At the General
Conference last year, Member States decided tooeppthe partial utilization of this
reserve to finance any shortfall needed to impldntee programmes described in
document IDB.36/7.

You have approved the modernization of systemsuinsester agencies. Right now, we
are lagging behind, unable to harmonize our busipesctices with the rest of the UN
system because the technology available to us aistated. | count on your support to



come to a decision at this Board that will allowtasmove forward and truly deliver on
our potential.

UNIDQO's Four Pillars

Mr. President,
Distinguished delegates,

Our change management reforms aim to further sinengour ability to marry
specialized knowledge with project implementation.

In my address to this Board last year, | put to graufollowing:

“For a UN agency to add value in our changing tiniteseeds to be more than a mere
implementer. It needs to move upstream — to gr@aetmral knowledge, and to bring this
knowledge and best practices to those in need”.

This is at the core of my vision for growth withaiisy in UNIDO. Our Constitution
provides for four pillars of activity: technical @peration; a convening role; research,
analysis and policy advisory work; and normativevatees.

[SLIDE: Four pillars]

Technical cooperation remains vitally important.t Bee cannot carry out high-quality
technical cooperation without these other thredansil The convening role expands
knowledge and builds consensus. The research, ssmafind policy advisory role

provides strategic focus and upstream advice. Qammative function meanwhile

provides input into global rules and targets neags$or the achievement of common
goals: our influence on the global energy goalevislence of this. Without all of these
complementary activities, project implementatioak# to throwing darts in the dark.

In order to better focus on each of these fouagsll | recently announced some changes
in the responsibilities of two of UNIDO'’s divisionghe Programme Development and
Technical Cooperation Division (PTC) and the RegldBtrategies and Field Operations
Division (RSF).

You are likely to be aware that responsibility fld representation and operations has
now moved to PTC. This makes sense, uniting teahemoperation in both HQ and the
field as we move towards greater decentralizatfoouo activities, which we will discuss
at our global field staff retreat in Mauritius nexeek. The new RSF, meanwhile, will
concentrate on the upstream solutions that a dizsdaagency needs to offer to
developing countries.

This means greater attention to research, anaysigolicy advisory services. But please
do not be misled into thinking that this equates/twy-tower thinking. The research and



analysis | mean will have a real, tangible develeptmmpact and will inform our TC. In
fact, all of our four pillars will become bettet@grated than before.

The new Division will also have a strong qualitg@snce and information sharing role.
It will be responsible for appraisal and approvéltechnical cooperation, regional

coordination and reporting, portfolio monitoring damisk assessment, and strategic
advocacy and resource mobilization.

Environment and Enerqgy issues and the Millenniunadimment Goals

[SLIDE: World Energy Outlook 2010]

Mr. President,
Distinguished delegates,

| would now like to turn to item 9, environment aggergy issues, and also to item 7, on
the Millennium Development Goals (MDGS).

We continue to be active together with our partner&/N-Energy and the Secretary-
General's Advisory Group on Energy and Climate @@aQAGECC) in pressing for
ambitious but achievable goals on universal actessnergy and improved energy
efficiency by 2030.

UNIDO and UNDP worked together with the InternadibfEnergy Agency (IEA) to

produce a chapter of the 2010 World Energy Outleotitled “Energy Poverty: How to
Make Modern Energy Access Universal”. This chagevides new detailed analysis
and data on energy poverty and its relation to dbkievement of the Millennium
Development Goals (MDGSs), and was launched at igb-level Plenary Meeting on the
MDGs in September. Copies of the complete Repdrteidistributed to Member States
at this meeting of the Board.

Further information on UNIDO’s participation in tHdDG Summit has been made
available in an addendum to our report under itevhthhe agenda.

UNIDO recently advocated for these energy goala atimber of high-level meetings,
including the Delhi International Renewable Ene@pnference; the Meeting of African
Ministers of Energy in Maputo, Mozambique; and Mmisterial meeting of the Latin
American Energy Organization, in Managua, Nicaragua

| am pleased to note that the outcome documentsllahree meetings refer to the
designation of 2012 as the International Year fost&nable Energy for All. Just a few
days ago, the Group of 77 and China tabled a dzaftiution in the General Assembly in
support of this. | welcome the recognition by thasentries of the importance of the
issue, and strongly encourage all distinguishedgiges here today to ensure support for
the adoption of the resolution in New York.



We will also take this message to the UN Climater@fe Conference in Cancun next
month and prepare the ground for a major internaticonference on energy in Vienna
next year. The Vienna Energy Conference will britoagether major political and
technical actors to map the route towards achiemeroé the AGECC energy goals,
including the identification of supportive indicadi targets and policies.

We hope that 2012 will be the year of energy. It also witness the UN Conference on
Sustainable Development, or Earth Summit, in Ridaleeiro. Much has happened since
the last Earth Summit in 1992. “Rio+20” will look agustainability in a new light,
specifically through the prism of the green econamyhe context of poverty reduction
and sustainable development. UNIDO is already dmuting to the preparations for the
Summit, including through inputs to the High-leveanel on Global Sustainability,
ensuring that due consideration is given to issuges as energy for development, green
industry, resource-efficient and cleaner productisastainable global trade and low-
carbon technology transfer.

[SLIDE: Partnerships and Triangular Cooperation]

| would now like to highlight some of our other oemt and future partnerships, including
through triangular cooperation, in which two or epartners provide solutions to a third
country.

Under agenda item 8, we are presenting a proposanf enhanced programme to foster
the development of a local pharmaceutical industrgeveloping countries. This will
also be featured in our side event this afternabnyhich we will welcome Mr. Michel
Sidibé of UNAIDS, Ms. Joy Phumaphi of the Africapdders Malaria Alliance (ALMA)
and Dr. Evita Schmieg of the German Federal Mipistr Economic Cooperation and
Development, which has generously provided fundlinghe programme.

The proposed programme is the result of over fearsy of analytical work in partnership
with a number of stakeholders and aims to stremgthe local production of essential
generic medicines, especially with a focus on thdseys that combat the three big
pandemics — HIV/AIDS, malaria and tuberculosis. Thkvant document before you
today outlines UNIDQO’s approach and the advisorg aapacity-building support we
have provided so far. This is one example of sughrtnership that can yield results.

Another is our programme fdnvestment promotion in Africa, AfrlPANet, which
seeks to enhance the ability of countries to morgiod improve the developmental
impact of foreign and domestic private investmemtg assists national institutions in
helping private investors to identify investmenpogunities. This brings together a host
of actors from both the public and private seciarshe industrialized and developing
world alike. Later this week at the fourth EU-Afi®Business Forum in Tripoli, Libyan
Arab Jamahiriya, we will present the preliminamdings of our survey of investors in
Africa, and will also announce a renewed partnerstith the European Union in our
investment promotion programme.



We are also partnering with th&/orld Bank on a joint project dealing with the
development of light manufacturing in sub-SahardncA, specifically enquiring why
countries in that region are often not able to expheir apparent comparative advantage
in light manufacturing, and identifying lessonsttban be drawn from the experience of
Asian countries. This project is likely to shinegeeater light on areas and sectors in
which UNIDO'’s technical cooperation can have thghkst impact, allowing us to do
even more with the resources available to us.

Other ongoing partnerships include our cooperatth Japan oryouth employment
and post-crisisrehabilitation and with Brazil on the use diomass. | am also currently
discussing with the Republic of Korea and with Ghpossible new partnerships for the
promotion of triangular cooperation fgreen growth and green industry.

Mr. President,
Distinguished delegates,

| have taken you through a broad range of issugsmly facing your Organization. The

other items on your agenda cover the importanessi multilingualism, the alignment

of our medium-term programme framework with the B\pdtem’s comprehensive policy

review of operational activities for developmentgdanatters related to intergovernmental
organizations and NGOs. The Secretariat has prdvajgropriate documentation on
these issues, and will be pleased to provide astditinformation, if required.

In closing, | would like to make a few announcersecbncerning staff rotations. Ms.
Fabienne Lambert, Director of our Office of Intdr@ersight Services, is leaving us for
pastures new. She will soon take up the positioDioéctor of the Internal Audit and

Investigation Group at UNOPS. | wish to pay tribtdévis. Lambert for her tireless work
for UNIDO over the years. Ms. Amita Misra, currgnithy Senior Adviser, will serve as
Officer in Charge of Internal Oversight Services.

| also wish to mark the fact that this current ses®f the Board is the last under the
diligent guidance of our Secretary, the Directothd Policymaking Organs Secretariat,
Ms. Jeannine Orlowski. | am pleased to announce Mwa Fatou Haidara, currently

Director of our Special Programmes and LDC Grougll, vecome the new Director of

the Policymaking Organs Secretariat.

| beg your indulgence to say a few words in perktnitaute to Ms. Orlowski. Without
her considerable patience and fine diplomatic SkIUNIDO would have been a much
poorer place. It is a measure of her success irdierthat she is held in the highest
regard by her colleagues and the staff membersraielam and will be sorely missed.

Jeannine, | thank you for your support, wise adaice many years of outstanding loyal
service to the Organization. | know | speak on Haffanany colleagues as well as many
representatives of the Member States, when | washayl the very best for the future in
your retirement.



With that said, | now ask Ambassador Feroukhi, Rexnt Representative of Algeria
and Chair of the Vienna Chapter of the Group o&id@ China, along with our President,
Ambassador Bock, to present Ms. Orlowski with thaugural, and richly-deserved,
Award for Exemplary Excellence.

Thank you.
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TC Funds mobilized 2004 — October 2010

(in USD Millions)

TC funds mobilized to end
2006: October 2010: 126.1

104.3

117.2

TC funds mobilized to end
October 2009: 108.5

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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TC Delivery 2004 — October 2010

(in USD Millions)

2009:
139.6

2005: 2006: 117.3 TC delivery to end
1129 113.6 October 2010: 129.9

TC delivery to end
2004: October 2009: 121.2

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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Financing of the Trust Funds

Total UBs retained for TC: €1.516,426
Two Member States requested transfer of their share to their IDF account: €368,798
Available for the two trust funds: €1.147,628
Food Security Trust Fund €498,052
Renewable Energy Trust Fund €649,576

Total @.147,6@

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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ERP Costs

(Euro millions)

Scenarios 1] i+ Additional requirements from Il to I+
Total External Costs 9.1 | 13.0 3.9
Soft- and Hardware 2.5 3.7 |[(1.2 ibcl. finance, logistics and reporting modules, plus maintenance

Implementation partner 5.0 6.7 dr implementing ERP modules

3

Training 0.3 1.0 0.7 incl. staff training

Replacement costs of staff| 0.5 0.3 -0.2 lless than anticipated)

Project Control 0.8 1.3 cl. global roll-out

e

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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IAEA, CTBTO and UN Implementation of ERP Systems

IAEA mmmm) €24 mn /[ Oracle

CTBTO w=m) $8.9 mn / Transition to IPSAS-
compliant ERP System

UN === $316 mn/SAP

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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ERP Financial Requirements

One-time investment: €13 mn

—

€7.7 mn

€5.3 mn €0.5mn €1.7mn €5.5mn
Unutilized Voluntary Budgetary Exchange Rate
Balances Contribution Savings Fluctuation Reserve

Poverty Reduction through Productive Activities * Trade Capacity Building * Environment and Energy
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Relevant Decisions on the Reserve for Exchange Rate Fluctuations

GC.8/Dec.16 — 9th plenary meeting 3 December 1999

(d) Also authorized the Director-General to establish a reserve, not subject to the provisions of
Financial Regulations 4.2(b) and 4.2(c), for the purpose of protecting the Organization from
exchange rate fluctuations;

GC.13/Dec.14 — 8th plenary meeting 11 December 2009
(e) Further approved the partial utilization of the accumulated balance of the reserve for

exchange rate fluctuations to finance any shortfall in the income estimates in order to fully
implement the programmes as described in document IDB.36/7.

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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UND(T): partner for prosperity

s

Four Pillars

Technical Cooperation Convening Role

Analytical / Policy Normative Activities
Advisory Work

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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UNIDO partner for prosperity
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~

IEA Report

EXECUTIVE SUMMARY
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Partnerships and Triangular Cooperation

Programme on Local Pharmaceutical Industry / Germany
AfrIPANet / European Union

Light Manufacturing in sub-Saharan Africa / World Bank
Youth Employment and Post-Crisis / Japan

Biomass / Brazil

Green Industry / Republic of Korea

Green Industry / China

A A A A L L K

Poverty Reduction through Productive Activities  Trade Capacity Building * Environment and Energy
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