Update on Cost Excellence Initiative

Informal Consultation

21 September 2015

World Food Programme




Recap of the latest Informal Consultation on Cost Excellence

* In the current version of the Management Plan, WFP is seeking the EB's approval to use up to
USD 7 million from the PSAEA for implementation of a service centre starting in 2016

* During the July 10" Informal Consultation and the last session on September 2"4, members
asked several questions regarding the overall concept and business plan for a service centre

« Ahead of this Informal Consultation, WFP has shared a second background paper to
provide answers to members

* The aim of today’s consultation is to continue hearing the views of members and clarify
any additional questions

‘v@j WFP Cost Excellence



Cost Excellence initiative was launched in July 2014 with two main areas of work

Global Support v Review of support costs at headquarters and field level for
Cost analysis efficiencies

Cost

Excellence
Initiative
Service Centre
Feasibility
Review

v A feasibility review that aims to explore options for a global WFP
Service Centre concept
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During the last Informal Consultation (on Sept 2"d), questions were asked
based on the overall concept and business plan for a service centre

We categorized all the questions under four main areas that we will cover today:

Scoping analysis } .

Economics and
benefits

Location analysis

Implementation
and timeline

—O——0 0,0
D - A

How units/processes for a potential Service Centre were identified
Overview of units and processes in preliminary scope
Number of staff in preliminary scope (incl. percentage of divisions’ staff)

Sister Agencies’ offshoring and financial benefits overview (UN salary differences)
Service Centre implementation recap: annual savings and investments details
Process re-engineering / consolidation approach and update

Description of location analysis process and criteria utilized
Explanation of criteria’s weights used to define location shortlist

Comparison between offshoring and outsourcing: pros and cons analysis
High level preliminary timeline for service centre transition
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@Scoping analysis

@ Economics and benefit

@ Location analysis

@ Implementation and timeline
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0 Scoping analysis

Process analysis approach: initial scope narrowed down to selected units

and processes to be offshored

Confirm processes in

Confirm divisions/ units scope: overview of #
In scope staff/ process

Review level of
Interaction with other
units/COs/RBs

*ldentify processes in

ldentify high level scoping
potential scope with

with AEDs/Division

Directors process experts/ Division
Verify structure and staffing Directors
numbers and assign *Determine # of staff per

unallocated units process

WFP
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*Review level of interaction

of different processes with
various other entities in the
organization considering

— Transactional nature

— Non-Location dependency
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Units or Units’

Scoping analysis

4 divisions in Wave 1 with 19 units under detailed process review, 220 positions
In scope (65P, 75GS, 80 CST), currently finalizing wave 2 up to 200 positions

Human
Resources

Finance

Management
Services

Information
Technology

Common Logistics
Service!

Supply
Chainl

AskHR and Records
Contracts and Protocol

Field support

HR Global Services

Information Systems

Support and Reporting

P/GS
[19 / 39]
=58
~40% of HRM
resources?

Accounts Payable

Contributions and
Project Account

Corporate payroll

P/GS
[10/ 17]
=27
~50% of RMF
resources?

Wave 1

Administration and
Travel
Facility management

P/GS
[6 /4]

~15% of RMM
resources?

Information technology

Transformation centre

IT app. maintenance &
business relations
IT emergency telecoms
cluster

IT operations & services

Beneficiary IT solutions
service

IT management support

IT architecture policy &
Strateg

RMTSec

P/GS
[30/ 15]
=45
~65% of RMT
resources?

Pending finalization of

analysis

¥ = 140 (plus 80 CST)

Total: 220

Wave 2
2 =150 (plus 50 CST)

Total: 200

Legend:

Units or Units’
portions in
scope

Total

Total: 420

2 =290
(plus 130 CST)

1. Division currently undergoing active process transformation 2. Includes also consultants

WEP Cost Excellence

Note: Number of people in scope is currently being refined and will still change going forward Source: 30 April 2015 HRM data
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@ Economics and benefits

Other UN agencies with service centres already in place have achieved financial
benefits through cost differentials between HQ and service centre location

P and GS
average

annual cost!?
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Based on ICSC UN staff payroll rates
http://icsc.un.org
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1. Pay levels of P3 and GS4, weighted average May 2015

Slovakia
South
Africa

Bulgaria

Hungary
Egypt

Malaysia

2. Estimated staff cost savings if the transition would occur today

Source: ICSC website, UN Treasury operational rates May 2015


//upload.wikimedia.org/wikipedia/de/5/5c/UNHCR_Logo.svg
//upload.wikimedia.org/wikipedia/de/5/5c/UNHCR_Logo.svg
https://www.google.com/url?q=http://www.fao.org/espana/imagen/fotos-y-logos/en/&sa=U&ei=p_NEU7X9AYmx0QXKlIGIBA&ved=0CDAQ9QEwAQ&usg=AFQjCNGcJEbyYSbXmlsKWV0MU4cl5Ahs8Q
https://www.google.com/url?q=http://www.fao.org/espana/imagen/fotos-y-logos/en/&sa=U&ei=p_NEU7X9AYmx0QXKlIGIBA&ved=0CDAQ9QEwAQ&usg=AFQjCNGcJEbyYSbXmlsKWV0MU4cl5Ahs8Q

@ Economics and benefits

Using selected locations as example - salary advantage compared to Rome
IS -$42K on G4 and -$9K on P3

G4t average annual staff salary? P33 average annual staff salary?
Source: http://icsc.un.org & UN Treasury website Source: http://icsc.un.org
Thousands $ Thousands $
100 A 100 A 03 84
801 801
40 - 40 -
20 A 20 A
0 0
Rome Selected Savings Rome Selected Savings
locations between Rome locations between Rome
and selected and selected
locations locations

WFP

1. G4 Step 5 (gross) Annual cost - Source: ICSC website & UN Treasury operational rates May 2015 2. Salary does not include
organizational contribution 3. P 3 Step 5 (net D) Annual cost - Source: ICSC website May 2015°
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@ Economics and benefits

Service Centre installation recap: $8.5-10.5M annual savings with
$26.5-30.0M investments and ~3 years simple payback

Exchange rate assumption: July 2015 (rolling 3 months), EUR:USD 1.112

Description Wave 1 ($M) Wave 2 ($M) Total ($M)
: P Savings! 0.8-0.9 0.7-1.0 1.6-1.9
Eillmelies GS Savings! 37-4.1 33-45 6.9 -8.6
Savings
Total Savings!? 45-5.0 40-55 —8.5-10.5
Staff mitigation measures 25-26 3.3-4.0 5.8-6.6
Relocation fees 3.5-3.9 3.0-34 6.5-7.3
_ Process re—e_,-ngl_neerlng/ 27.29 02 27.29
Estimated consolidation
| t t '
VESEIEHES Workshadow, Backfill & 29-33 3.3-38 6.2-7.1
Training
Other Investments 24 -2.8 2.9-3.3 2.3-6.1
Total investments 14.0 - 15.5 12.5-14.5 6.5 -30.0
Payback 3.1 3.1-26 3.1-2.9

1. Net of recurring costs 2. Supply Chain re-design already initiated with separate funds



@ Economics and benefits

$8.5-10.5M savings calculation: staff cost in Rome minus staff cost in
selected locations minus recurring service centre costs

Values in $27.0-33.2M $18.3-22.5M $0.2M $8.5-10.5M
Millions $

== Annual

L == | Annual staff cost! in ; = Annual
Annual staff cost! in Rome . service :
selected locations savings
centre costs
16.9-20.8 . 3.0-3.8 Lo !
B 15.2-18.8
9.0-10.0 | | - 1.4-1.9 |
o 8.1-9.0 |
10.1-12.4
8'3 8.5-10.5
5.4-6.0 '
4.5-5.0
GS costin Rome! P costin Rome! GS costin P cost in selected Security, Savings
selected locations? management
[ Jwave 1 [ wave 2 locations? and admin costs?

WFP

ﬁ}, WEP Cost Excellence 1. Including organizational contribution 2. Facilities and Utilities costs assumed to be provided by host country government




Economics and benefits

“Wave 1” requires an investment of ~$9.0-9.5M in 2016 and of ~$5.0-6.0M in
2017 to create a Service Centre, “Wave 2” still under analysis and validation

Preliminary figures to be refined
Required upfront investments

____________ ,
I
[ 201 }i[ 2017 || 2018-2019 |
nextslide | | ~$9.0-95M | ~$5.0-6.0M $12.5-14.5M
~$14.0-15.5M $12.5-14.5M

Further analysis
required

Main cost assumptions include staff impact mitigation measures, staff relocation
costs, process re-engineering / consolidation efforts and also additional resources
due to added workload during service centre set-up period

&) WFP Cost Excellence



@ Economics and benefits

$9.0-9.5M of investments required for wave 1 in 2016

Values in Millions $

9.0-9.5
1.2-1.3
=(0.1=
0.7
0.9-1.1
1.8
1.8-1.9
2.5-2.6
Staff Mitigation Relocation Process Work Cross - Office Other?! Total
Measures fee re-engineering shadowing divisional workspace
/ consolidation backfill setup

WEP Cost Excellence 1. Includes security set up, training, recruitment, implementation team staff, senior management

and implementation team travel (team + ICT), ICT set-up and other costs



9 Economics and benefits

Process re-engineering / consolidation efforts assessing potential efficiency
gains and field support improvement from a service centre

* Interview process experts lowners to |dent|fy key Divisions in scope Wave 1: Divisions in scope Wave 2:
process to review and consider for changes

Consolidation
opportunities

Common

- Develop detailed mapping of key processes with unit SUERES S dentified (i.e., Logistics EL'J‘:ESS;
interactions vs. Field and within HQ payment factory) Service undergoing
process
« Complete prioritization of processes to be T re-engineering
re-engineered /consolidated and optimization
g Resources g Process re-
. . : . engineering
Identify bottlenecks in the existing process flow review and
_ _ o planning ongoing
* Propose re-engineering & standardization process Mgmt
solutions SRS

« Assess potential efficiency gains and free-up Field

staff time for greater focus on strategic areas Initial process

overview complete

%) WEP Cost Excellence
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9 Location analysis

Location analysis process:
193 countries narrowed down to 182 to be evaluated against 5 criteria

Description Numbers of countries

All UN_Member States included in the location 193 Countries
analysis

11 countries have been removed from the list due to
UN sanctions

182 selected countries have been ranked according
to 5 criteria:
1. Financial

Countries Ranking 2. People 182 Countries
3. Infrastructure
4. Country risk (security)
5. Operational

Top ranked countries, WFP 6 RBs, and Italy
included in the shortlist




6 Location analysis

Scoring determined through an algorithm which weights
the 5 dimensions identified

1) Q 5)

4)

©,

SOy [Tl Operational

People Infrastructure

(security)

Financial

L - UN Security and : :
UN labour cost Labour availability ICT connectivity safet Iezl/el Time difference
(inflation adjusted) of score score y score
location vs. Rome Score
) Source: ITU (Int. Telco. ) Source:

score Source: EIU Union) Source: UNDSS www.timeanddate.com

G staff cost for each

location
Source: ICSC, UN Treasury o ] ) )
(FX rates 'OUCg'Dg“”e”CV vs- || | Labour productivity | [Infrastructure quality Air distance
score score score
P staff cost for each
location Source: OECD / ILOSTAT Source: World Econ. Forum vsvevl:/\r/(.:gi:stancefromto.net
Source: ICSC
5 year exp. inflation . Service sector
Language skills devel t
Source: IMF (Inflation rates) score evelopmen
score
Source: Education First (EF) Source: EIU
Note: All index number are base 100
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e Location analysis

Additional parameters to be considered during location selection process

Single vs.
multiple service
centre locations

Consolidation of
existing service
centres

¥} WFP Cost Excellence

Single location can leverage economies of scale and reduce operational
complexity

Single location can promote interaction between service centre processes
and provide a single point of contact for global users

Multiple locations can assist with time zone coverage and provide local
language support

Multiple locations can support local economic and capacity development

Current proposal does not include consolidation of existing service centres

Eventual consolidation to be considered in context of potential benefits and
strategic function given current locations
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9 Implementation and timeline

Important to evaluate options of both outsourcing and offshoring

OUTSOURCE
Perform part of the work with

external resources

v v
Labour cost savings - Advantage of access to specialized skills
Increase economies of scale * Increase labour availability and ease to
Ability to redirect savings to WFP mission scale up when required
Full value captured from processes * Potential Labour cost savings

reengineering and consolidation
Total control — no contractual obligations

Potential loss of control over key processes
Reduce operational flexibility
No benefits from process innovations done Misaligned interests of clients and vendors

for other organizations Lack of in-house knowledge of critical
Initial quality and turnaround time processes

Initial start-up and investment costs until
smooth operation

WEFP is currently contacting other UN agencies to assess
the outsourcing potential and appetite from sister agencies

N WFP Cost Excellence



9 Implementation and timeline

2 dimensions to be analyzed to assess processes benefit from offshoring vs.
outsourcing — considering the economic impact as a threshold

Maintain in HQ

WFP core function
(e.g. Policy,
Programmes,
Partnerships, ...)

Potential economic Outsource
benefit of
outsourcing needs
to be carefully
assessed

Operational risk
(e.g. Business continuity, ...)

(¥} WFP Cost Excellence



@ Implementation and timeline

A phased approach would be used for transition to a service centre: first
wave expected to start in 2" half of 2016

2014 2015 2016 2017 2018
-—
Q4 | Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Q3 Q4
Feasibility Review
N

*Benchmark study Plan & prepare Implementationz y,
*Scoping — . _ P e S R G <
-Location analysis *Finalize location selectlc_)n | WlE . .
-Business case -Conduc'; process re-engineering
*Risk assessment /consolidation *Human Resources
and mitigation plan *Conduct host Government *Finance

engagement process [ :

. : . * Administration
*Project plan for implementation
-Standard Operating WAVE 1 WAVE 2
Procedures : it
 Information Technolo *Common Logistic
-Secure facilities & build out *\ WAVE 1 9y /“ Service
*Recruit /train staff —_—————rm_m—r - - Supply Chain
Service centre concept Estimated Service centre Wave 1 Lesson
announcement transition Learned review

Timeline will need to be assessed in light of ongoing
consultation and decision making process

WEP Cost Excellence



