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Summary

The present biennial report is submitted by the Administrator for the information of the Executive Board, pursuant to Executive Board decision 96/2. It provides an update on the activities of the Inter-Agency Procurement Services Office (IAPSO) of the Bureau of Management from June 2002 to June 2004.

In line with Board decision 2001/13 on the biennial support budget, IAPSO has continued to be self-financing, requiring no UNDP budget support to sustain its operations. At the same time, IAPSO has strengthened its consulting and capacity building work, its electronic procurement system and its support to inter-agency work.
Elements of a decision

The Executive Board may wish to:

(a)
Take note of the report of the Administrator on the activities of IAPSO for the biennium 2002-2003 (DP/2004/38) and its continuing self-financed status;

(b)
Encourage IAPSO to continue raising the professional standards of procurement within the United Nations system through development of a procurement curriculum that leads to professional certification; and

(c)
Recommend that IAPSO continues to research collaborative purchasing within the United Nations system as requested by the inter-agency procurement working group.
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Introduction

1.
The Inter-Agency Procurement Services Office (IAPSO) actively promotes harmonization and coordination among the many buying operations of the United Nations. IAPSO serves as the secretariat of the Inter-Agency Procurement Working Group and facilitates its annual meetings. It builds buying leverage of common user items, strives for commonly accepted standard specifications, develops electronic procurement (e-procurement) solutions, engages in procurement research and offers global training opportunities for public procurement practitioners. It has developed its roles as a capacity builder and partner in learning within the United Nations system.

2.
Under its mandate, IAPSO provides a wide range of advisory and direct procurement services to governments, United Nations organizations and other partners in development. During the biennium, IAPSO has consolidated the restructuring of its operations, thus ensuring that its operations are financially sustainable.

3.
In a separate report, IAPSO will provide the Executive Board with consolidated statistics on the United Nations system procurement for 2003.

I.
Financial performance
4.
Having brought costs under control and achieved self-financing status in 2001, IAPSO shifted its focus to diversify and strengthen its revenue sources in the biennium 2002-2003.

5.
The financial results for the biennium 2002-2003 provide evidence of these efforts. The total turnover during 2002 was $81.3m with an average fee of 3.9 per cent. The corresponding figures for 2003 are $89.7m and 4.7 per cent. In 2002, the net operating surplus was about 0.33 per cent of the turnover; this tripled in 2003.

6.
These results enabled IAPSO to make a financial contribution to the inter-agency community in the form of support in developing the United Nations Global Marketplace (www.ungm.org).

II.
Inter-agency services

A.
Training and capacity building

7.
During the 2002-2003 biennium, IAPSO continued to support UNDP, the United Nations system and, in the context of national execution, programme country governments by providing learning opportunities for United Nations system staff and the staff of governments.

8.
IAPSO conducted 49 training courses attended by 974 participants on topics such as public procurement; logistics, international rules for the interpretation of trade terms, warehousing; effective negotiations in projects and procurement; the legal implications of procurement; contracting of services; e-procurement; and procurement policies and practices in UNDP.

9.
The training courses were conducted in Austria, Denmark, Chad, Côte d’Ivoire, Cuba, Ethiopia, the Gambia, Ghana, Guatemala, Italy, Kenya, Mexico, Moldova, Senegal, Switzerland, Tanzania, Thailand, Uganda, the United Arab Emirates and Zambia.
10.
In 2003 IAPSO decided to reform its procurement training activities, which had previously been based on traditional classroom training. To this end, IAPSO made a partnership with the National Institute of Governmental Purchasing in the United States of America, and henceforth offer a new, modular public procurement curriculum leading to professional certification. Further development is planned starting in 2005 to allow the curriculum to be supported by online education. IAPSO is also actively collaborating within the inter-agency community with respect to procurement training.

11.
Starting in 2002, IAPSO extended its capacity building services to include advisory and consulting services to support UNDP, the United Nations system and programme country governments in their procurement activities. These services range from operational to policy-level support, and include advisory services relating to procurement reform initiatives. 

12.
Between 2002 and mid-2004, IAPSO provided advisory services in Afghanistan, Angola, Bangladesh, Cameroon, the Central African Republic, Côte d’Ivoire, the Gambia, Kosovo, Laos, Sierra Leone, Thailand, Uganda and Yemen. The services included:

(a) Outposting of a procurement specialist to UNDP Afghanistan to build procurement capacity in the country office;

(b) Training and building capacity for the central tender board of the Government of Uganda;

(c) Assisting the UNDP Sierra Leone country office in launching government procurement reform;

B.
Support to the business community

13.
Since 1998 IAPSO has managed and maintained the United Nations Common Supplier Database. The database was redeveloped during 2002-2003 and re-launched on 2 February 2004 under a new name, the United Nations Global Marketplace. The database now serves as the sole portal for suppliers for the 14 United Nations organizations using it. 

14.
IAPSO continues to provide a range of services to the business community, most of which are available online and at no cost to potential suppliers to the United Nations system. The following publications are available online, and in 2002-2003 were downloaded by visitors in the following numbers: (a) General Business Guide: 28,324 copies; (b) Practical Tips for Doing Business with the United Nations: 20,964 copies; and (c) the annual statistical report containing consolidated statistics on the United Nations system procurement volume for goods and services: 92,129 copies.

15.
In the biennium 2002-2003, IAPSO published 492 procurement notices on its homepage on behalf of the following organizations: the African Development Bank; the International Atomic Energy Agency; the International Labour Organization; the Organization for Safety and Cooperation in Europe; the Special Court for Sierra Leone; the United Nations Assistance Mission in Afghanistan; UNDP, the United Nations Economic Commission for Africa; the Office of the United Nations High Commissioner for Refugees; the United Nations Industrial Development Organization; the United Nations Logistics Base; the United Nations Mission in Bosnia and Herzegovina; the United Nations Interim Administration Mission in Kosovo; the United Nations operation in Côte d’Ivoire; the United Nations Office on Drugs and Crime; the United Nations Office of Project Services; and the United Nations Relief and Works Agency for Palestine Refugees in the Near East.
16.
IAPSO continues to conduct seminars for the business community on how to do business with the United Nations. In the biennium 2002-2003, business seminars were conducted in China, Cuba, Denmark, Germany, Guatemala, Kenya, Korea, Poland, Sierra Leone, Switzerland, Turkey, Uruguay and the United States of America.

C.
The inter-agency procurement working group
17.
IAPSO has served as the secretariat to the inter-agency procurement working group (IAPWG) since the formation of IAPSO in 1978. The IAPWG serves as an informal body made up of the procurement chiefs of all United Nations organizations. In its role as secretariat IAPSO supports the activities of the IAPWG, including harmonization efforts relating to procurement and research and development into best practices in procurement. During the 2002-2003 biennium, IAPSO commissioned research into e-procurement and best practices within the United Nations system from the centre for research in strategic purchasing and supply at the school of management of the University of Bath in England, and into collaborative purchasing within the United Nations system from the University of Twente in the Netherlands.

III.

Procurement services
A.
Procurement volume

18.
The volume of procurement handled by IAPSO fell by 7.9% – from $185.6 million in 2000-2001 to $171 million in 2002-2003 – showing that IAPSO has virtually replaced the procurement lost by the closure of the oil-for-food programme. Procurement for Iraq had accounted for 20-40% of IAPSO procurement by value in previous years.

19.
Table 1 provides a breakdown of IAPSO procurement activities by product. Table 2 provides a breakdown by client group.

B.
Collective pricing agreements
20.
In order to assist UNDP country offices and other eligible clients in a cost-effective manner, IAPSO has entered into strategic long-term agreements with key manufacturers and/or suppliers for certain types of equipment. These long-term agreements are the systematic results of open, international competitive bidding exercises, achieved on some occasions in close collaboration with other United Nations organizations. The long-term agreements concept presents several advantages for the recipients of the goods:


(a)
Shortest possible lead-time for deliveries without compromising flexibility by enabling UNDP country offices or other clients to waive the need for international bidding exercises;


(b)
Access to extremely competitive prices because of the buying leverage;


(c)
Standardization of equipment; and


(d)
Reduced administrative charges.

21.
Over the last two years, the following long-term agreements have been established with a view mainly to supporting UNDP country offices with focus around the three UNDP thematic trust funds listed below to help achieve the Millennium Development Goals (MDGs), in addition to common user items :

(a)
Democratic governance: long-term agreements for voter registration and polling equipment.

(b)
Information and communication technology: long-term agreements for IT equipment and radio communication devices.

(c)
The Global Fund to Fight AIDS, Tuberculosis and Malaria: long-term agreements for health care and laboratory equipment. IAPSO has also established long-term agreements for first-line anti-tuberculosis drugs in its role as appointed procurement agent for the Global Drug Facility Stop TB programme hosted by the World Health Organization (WHO) in Geneva.

(d)
Common user items: long-term agreements for photocopiers and power generators.

C.
Electronic procurement

22.
In the biennium 2002-2003, IAPSO continued to develop its e-procurement system, United Nations Web Buy (www.unwebbuy.org), with the introduction of its e-tendering module. In 2003, IAPSO launched the first web-based tender in the United Nations system, allowing potential suppliers to enter all technical, product, availability and pricing data online. Without compromising procurement regulations and rules, the e-tendering system reduced the resources needed to manage complex tenders by 90%. 

WHO Web Buy

23.
WHO became the first United Nations organization to use the IAPSO e-procurement system when it started implementing a custom version of United Nations Web Buy in its regional offices in 2004. The system is being phased in at WHO regional offices as well as at its Geneva headquarters. WHO is now able to build its own online e-catalogues so that regional offices can source goods online.

D.
The Atlas system

24.
IAPSO supported implementation of the Atlas system by developing prescriptive content for the contract, asset and procurement management modules in the online ATLAS learning tool, OnDemand. In addition, IAPSO provided the services of a trainer to the regional Atlas training workshop rollout in October-November 2003. Furthermore, the procurement sub-practice network is hosted and facilitated by IAPSO.

25.
IAPSO has also provided IT equipment with specifications that meet UNDP corporate standards in the ‘IT Equipment’ online catalogue on the e-commerce portal ‘UNWebBuy’, facilitating the upgrade of IT equipment for UNDP country offices to meet the technical requirements of the Atlas implementation.

	Product group
	2002
	2003

	
	Amount
	(Percentage)
	Amount
	(Percentage)

	Motor vehicles and spares


	40.9
	50.2
	54.0
	60.0

	Technical equipment


	14.8
	18.3
	7.2
	8.0

	IT Equipment


	2.7
	3.2
	6.3
	7.0

	Pharmaceuticals


	14.8
	18.3
	9.5
	11.0

	Freight


	8.1
	10.0
	8.8
	10.0

	Other


	-
	-
	3.9
	4.0

	Total
	81.3
	100.0
	89.7
	100.0


Annex

Table 1.
IAPSO procurement by major product group (2002-2003)

(in millions of dollars)

Table 2.
IAPSO procurement services by client group (2002-2003)

(in millions of dollars)
	Client group
	2002
	2003

	
	Amount
	(Percentage)
	Amount
	(Percentage)

	UNDP


	28.3
	34.8
	34.2
	38.1

	Non-governmental organizations, donor Governments, bilateral and international development entities


	26.7
	33.0
	36.7
	41.0

	Programme country governments


	6.4
	7.9
	5.6
	6.1

	United Nations organizations


	16.4
	20.1
	9.9
	11.0

	United Nations and eligible diplomatic staff members


	3.4
	4.2
	3.3
	3.7

	Total
	81.3
	100
	89.7
	100



_________________
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