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Business Operations Strategy (BOS 2.0)
Cost Benefit Analysis and Reporting Scenario Examples

5. Examples of CBA calculation in different scenarios

The following examples (anecdotal) are prepared by the BOS task team as a reference for OMTs and are
based on experience and feedback shared by WFP, FAO, UN Secretariat, UNDP, UNFPA, UNHCR, UNICEF,
UNOPS, and WHO).

5.1. Estimate Approach vs. Exact Approach — or Use of UPL vs. Agency Cost’

As provided for in the supplemental guidance, during the 2023 annual review of the BOS, entities, at their
discretion or the direction of their HQs, may revise their existing costs in the BOS platform to reflect any
correction(s) needed in CBA. This is a one-off optional exercise, and the entities are no longer required to use
a single approach for calculating the labor and monetary cost.

In the past, many entities used an ‘Estimate Approach’ [such as the use of the Universal Price List (UPL) or
Local Price List (LPL)] to estimate labor costs?. Going forward, if an entity determines that the UPL/LPL may
not accurately represent their entity's labor cost, there is a choice for the entity to calculate the entity cost
differently, such as using a time-motion study, business process mapping or any entity-specific methodology
for calculation of labour costs. A similar approach also applies to determining the monetary cost.

Below is an example provided by WFP on the calculation of labour cost before collaboration (current cost)
and after collaboration (future cost). This example illustrates a scenario if WFP manages the common service
on behalf of other entities.

To establish a contract, there are three activities that need to be conducted by different people. Each activity requires
and each person completing the step has a different salary

| Before collaboration | After collaboration

in 2021 WFP ran the procurement process independently and identified the

As WFP will lead the procurement process, they will need to spend more
associated activities

time identifying suppliers & have an additional step to aggregate demand

[ Actuals (Realized) | [Estimate (Projection)]

Activities Level Rate Cost Activities Level Rate Cost
identify suppliers 2hr G3 $25 350 Aggregate demand 2hr G3 $25 $50
Raise PR 3hr G6 $45 $735 Identify suppliers 4hr G3 $25 $100
Approve PR 0.5hr p3 $30 345 ReeRR e & $5 $353
Approve PR 0.5hr P4 $700 $50

Total

As WFP did not develop a contract run the procurement process independently,

$230

the actual costs are the same as the estimates for before collaboration

Total

$335

The activities WFP thought they would do were done, thought WFP spent more
time aggregating demand than expected, &different people did the activities

Activities Level Rate Cost Activities Level Rate Cost
identify suppliers Shr 63 $25 $50 Aggregate demand 4hr G2 325 $100
Raise PR 3hr G6 £45 $135 Identify suppliers 8hr G3 $25 $200
Raise PR 2h. G6 45 90
Approve PR 0.5hr P3 $90 345 — * s s
Approve PR 0.5hr B3 $100 $50
Total $230

Total

$440

1 For definition refer to BOS supplemental guidance
2 Based on the BOS guidance with the aim to reduce the time investment in determining labor costs
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5.2. Difference between estimate (projection) and realized benefits

As a strategic framework, the BOS requires that the OMT perform a cost-benefit analysis and estimate
(project) the benefits of the agreed common services for a period of 5 (five) years. The BOS also requires
reporting realized benefits from using common services effectively.

To decide on the collaboration, at the CBA step, for each of the cost categories applicable (one-time costs,
recurring costs, and/or labour costs), entities are expected to provide their estimated costs and volume (a
forecasting exercise) to determine the cost & benefit of a common service. It applies to both current costs
(which is the cost without collaboration) and future costs (cost with collaboration).

During the BOS annual review, the entities are expected to report on the realized benefits for the past
completed year (s) for a common service agreed upon in the BOS.

The estimated and realized benefits are calculated by the entity at the country office level. The below charts
are examples of how WFP is calculating recurring monetary costs and labour costs as a reference:

Monetary Cost (Recurring costs):

[o Good / service cost = Unit type b'¢ x  Price/ unit |
Before Collab After Collab Before Collab After Collab Before Collab After Collab
(Current) (Future) (Current) (Future) (Current) (Future)

What you think
you will pay each

= %‘ g § Forecasted quantity i § year after

I =] L2e -

sy -8 5 s L collaboration

g S _§ o Update future years’ projections each year __E_ = ,

S 0 during the Annual Review ar Update future years

w = w = e . estimations each year
The different types of What you paid during the AR

goods/services procured (levels
of security guards, types of
trainings, styles of pens. etc.)

before
collaboration
Adjusting for inflation

What you actually
paid for that year
after collaboration

True utilized quantity

Actual
(Realized)
Actual
(Realized)
Actual
(Realized)

A scenario based on this methodology could be as such:

| Good / service cost = Unit type X X  Price/ unit |
Before Collab After Collab Before Collab After Collab Before Collab After Collab
(Current) (Future) (Current) (Future) (Current) (Future)

What you think
you will pay each
year after
collaboration

1,200

Forecasted quantity

15

Estimated

(Projected)
Estimated
(Projected)
Estimated

What you paid
before
collaboration
$1,500

Laptops

What you actually
paid for that year
after collaboration

1,150

=9
S2
Sa
v ®©
[}
So

Actual
(Realized)

16

True utilized quantity

Page 2 of 20




Business Operations Strategy (BOS 2.0)
Cost Benefit Analysis and Reporting Scenario Examples

This scenario would be represented on the platform as follows:

Opporiunity Description
Service Line Cosreon 10T services Service Recommendsad Procurement of TCT and network hardare LTA CBA
Location Implementation start date | Select a year v WEP
Oppertunity 2nshyss | Partiopsting Agenciss Quality fnsiys Way forward
*Wate-: Clarrency afiowed i e (A & LSD only

Agendes  One Time Costs Labor Costs | CB& Docsments:

T T T N T | 200 § oo B oot J a2 | s |
Total anniial spend oncategory  patimate 2500 0 ) a il Total anmial spend on ooy Fatimate 18,000 o 0 0 of
without LTA 8 with LTA ) -

Realized 24,000 ] 0 a o Delete Realized 1,400 0 o o a
Delete e
Current estimated costs 22,500 Future estimated costs 15,000 Estimated benefit 4,500
Current realized costs 24,000 Future realized costs 18400 Realized benefit 5,600 Difference -1,100
Labor costs:
@) Process cost = Activities x Xx Salary per hour |
_ Number.uf huurs _

Before Collab After Collab Before Collab After Collab
(Current) (Future) (Current) (Future)

Forecasted time
for activities post-

Before Collab After Collab
(Current) (Future)

Salary per hour of

E=]
(7]
4]
]
]
3

o
()
A
™
()
o

time spent on
activities post-
collab

Actual

=]
[
=
o
]
oz

grading over the years

o e T T essential staff
e g collab o
-] c O ) ® 5 assumed to be
E % E % up g’ate_'f uture years £ ‘g involved in the
ax nE Time spent on pr0jegtrons each year @ salary per hour of activity after
= s e == AL during the Annual = essential staff g
Activities Activities activities pre- N collaboration
z < Review assumed to be
required to required to collab involved in the
complete the complete the Update future years’ -
i activity before
process process projections each year collaboration
pre-collab post-collab during the Annual Adiusti
3 usting for re-
Review True amount of justing | Salary per hourof

essential staff
actually involved in
the activity after
collaboration
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A scenario based on this methodology could be the following:

| Process cost =  Activities x Number of hours /activity  x Salary per hour |

Before Collab After Collab Before Collab After Collab Before Collab After Collab
(Current) (Future) (Current) (Future) (Current) (Future)

33 3 T3 - Raise PR: G5;
- - b4
o -] - Raise PR: 2h - $45/hour
£ 0] £ 0] - Approve PR: 0.5h £ ° - Approve PR: P4;
ha fa Ba $100/hour
= ; = u - Identify suppliers:
~ddlentiy G3; $25/h
suppliers , - Identify suppliers: 3h 7 'our.
: - Raise PR : - Raise PR: G5;
- Raise PR - Approve PR - Raise PR: 2h $45/hour
- Approve PR - Approve PR: 0.5h - Approve PR: P4;
_= == $1007hour - Raise PR: G5;
2N 3N - Raise PR: 2h $45/hour
C 3 L 3 -A PR: 0.5h - Approve PR: P4;
3} 9] pprove PP d
<g =i $100/hour

This is how the scenario would be represented on the platform:

Ty e —— ey Arstss | Vg forwerd
e : Clerency sfowvess i (he (B4 5 LSO anfy
Agencies | Ona Time Costs | Recurring costs CBA Documents

ey = T N S B T = T T T S T
= ¥

Totzl Labour Process Esti, 220 1 o 1] o o Et‘: Total Labour Process Esti. 140 1 1] o 0 ] 140
Deleta Real 220 1] o 0 [ o 220 Delate Rel 140 1 [ 0 0 o} 140
Current estimated costs 220 Future estimated costs 140 Estimated benefit 20
Current realized costs 220 Future realized costs 140 Realized benefit 80 Difference 0
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5.3. Data entry for past and future years at the platform

In 2023, all CBA fields will be open to allow adjustment of both estimate and realized costs if needed (optional
exercise). Although it is possible to adjust the estimate for future years, the realized costs are restricted to

the past years (up to 2022):

Internek connectivity and VSAT sarvicss Detailed CBA

Service Line Commen ICT services Service Recommendad
Location Capital City Implementation start dat= | 2019 v
pital City UN
Opportunity anslysis | Partidpating Agendies Quality Analysis Way forward
*Nute - Crrery stiowesd i the CBA & USD anfy
Agencies  One Time Casts Lzbor Costs | CBA Dacuments
EZN ETE = EEE ETN T E=n
7 = = 1 ¥
Total Recurring Cost Estimate 1,500 1,650 1,700 1,750 1,800 Total Recurring Cost Estimate 1,200 1350 1,400 1450 1,500
Deleb= Realized 1,500 1,650 1,700 1,750 0 Delete Realized 1,200 1,350 1,400 1450| []
Current estimated costs 5,400 Future estimated costs 5,300 Estimated benefit 1,500

Future realized costs 5,400 Realized benefit 1,200 Difference 300

Current realized costs ~ £,600

Page 5 of 20



Business Operations Strategy (BOS 2.0)

Cost Benefit Analysis and Reporting Scenario Examples
5.4. Five (5) years projection in CBA

To the extent possible, entities may estimate cost and volume for the period of 5 years shown in the platform.
Having said that, it is not always possible to predict in advance the cost and volume due to varying factors,
such as inflation, unstable currency rates, country context, etc. In those cases, entities shall estimate cost
and volume for a minimum of two years, and the projection for the second coming year can be extrapolated
for the other years and adjusted in the future annual review where needed:

Sesvice Line Common Admiristration services sed induding comm|  Service Recommendsd Travel servicas LTA CBA
Location Implementation start date | 2021 v
UNDP
Oppertry smapss | Paticting Agpncis ity prabyis | inyfornad
ot  Crimaicy lomes i e (A & LSD
Agencies One Time Costs L;'ﬂ:r{ns&. CBA Docsments
T N N T T E=N EEE EEE EETE
Estimate 150,000] | 165,000 ss000] | zeso00) | 165000 “Tokal annial procurament Estimate o o g [i}4
Realized 150,000 | | 165,000 0 g [ Deleb Realized [ 0 o 0
Estimate o 0 o ) [ Estimate 130,000 | | 145,000 [ 145,000 ,000| | 145,000
Realized 0 0 0 a 0 Realized 150,000 | | 185,000 o 0
Dislets
Current estimated costs 210,000 Future estimated costs 710,000 Estimated benefit 100,000
Current realized costs 315,000 Future realized costs 315,000 Realized benefit 0 Difference 100,000

5.5 How to conduct CBA and report benefits from an existing individual LTA signed by
Entity A and shared with other entities at the country level (piggyback)

Sharing individual long-term agreements (LTAs) can be an easy way to start collaboration at the country
level®. There are two options for utilizing an existing LTA:

1. Managing entity share their LTA with other entities to piggyback without re-tendering/re-negotiating
the LTA prices with the service provider: The managing entity may not realize benefits from
collaboration given the LTA is based on single (managing entity volume) and workload for the
establishment of the LTA remains the same and no economies of scale. However, other entities that
utilize the LTA will benefit from labour costs and, in some instances, monetary costs.

2. Managing Entity consolidate volume of other participating entities and re-tender or re-negotiate*
the LTA: OMT should ideally establish interagency LTAs, allowing all participating entities to benefit
from economies of scale of negotiated rates based on the aggregate volumes of the entities. In this
scenario, even if an entity has an existing LTA, re-tending or re-negotiating the LTA may yield
monetary cost benefits by acquiring reduced prices from service providers.

3 In view of mutual recognition statement, entities may share existing LTA with each other to enable collaboration, without incurring additional cost to
participating entities.

4 Procurement procedures may allow the entity to negotiate services costs based on additional volume. Exception ‘interest of organization’ where UN
System collaborate to avoid duplication, leverage bargaining power and economies of scale
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The following scenarios, provided by WFP, indicate the impact of the use of LTAs for both managing and
participating entities:

1. External contractual agreements

LTA CBA

One-time Recurring Labour

No change on time
or little increase
resulting from
management the
joint process

i. Managing

Decreased price
resulting from I
negotiated reduced ~ —— —— —— —— ——

N.A. ;
H ratesfromincreased | m— —— — —
volumes through a Decreased time due
joint contract to LTA establ. &
renewal

consolidation

Decreased time due
to simpler purchase
process I

8o
=
R

©

o
=
P

S

©
o
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5.6 Changes in volumes

Operational requirements at the country level and guided by the programme delivery requirements can have
an impact on the operational volumes. A change in the UNSCDF, the country context, or even the market may
impact the efficiencies projected by the entities during BOS development or review.

In such cases, reduction or increment in volumes in recurring costs/labor costs (when applicable) shall be
reflected in both current costs and future costs fields.

In the example below, the entity estimated an average of 10 consultants recruited every year but already
knew that in 2023 an additional number would be needed, as an important event is being organized at the
Capital City in 2023:

Opportunity Description
Senvice Line Comemon Humman Ressurces seryices Senvice Recommended Recrutment procass (consultants and intems) Simplified CBA
Locaticn Capital City Implementstion start date £
= UNEP
Opportunity snalysis | Participating Agences [Rese B Ss SRECEES Quality Analysis Wiay forvard

"Nale - Ciriney alfowes! ) the £B4 & LSD disy

Agencies  One Time Costs | Racurring costs [ESSEW 2SR CBA Documents

[rocemcos] 2 | 213 | ons | s [ s |t | [pocscoe | 757> | s | s | os | 2s | ot |

. ® : 2 ¥
Consultant Recruitment Esti, 400 10 15 10 10 10 22,000 Consultant Recruitment with gy, 320 10 15 10 10 10 17,600
withaut Roster in Place Roster in Place
Delete Real 400 0 0 ] 0 ] ] Ceate Real 37 4] [ o u 0
Current estimated costs 22,000 Future estimated costs 17,600 Estimated benefit 4400
Current realized costs a Future realized costs 1] Realized benefit o Difference 4,400
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However, a natural disaster happened in the country in 2022, and instead of 10 consultants, the entity had
to recruit 25 consultants, to support the governmental response to the hazard. This variance in the number
of consultants must be reflected in realized fields for both current and future costs:

Opportunity Description

Service Line Common Hurmesn Resounces services Sesvice Recommended

Location Capital City Tl

Oppartunity anslysis | Particpsting Agencies (gt aitoe (ool Quality Analysis Way farward

Recruitment process (consultants and intems)

UNEP

“Aate = Cispsscy altmast ¥ e CAA & (5D try.

Agencies  One Time Costs  Recurring costs CBA Documents

[ 202 | 223 | 2ms | 2ws | owo ] ol ]

Cansultant Recruitment - 10 15 10 10 10 Zao00!
without Roster in Place 5 20 = = =
Deleke Real 400 5 0 o 0 [ 10,000

Current estimated costs 22,000 Future estimated costs 17,500

Current reslized costs 10,000 Future realized costs £.000

[Proces Cost| 202 | 203 | 202+ J 205 | 2o | el ]

Consultant Recruitment with  gori, 320 10} 15 10 10 1 e0a
Roster in Placa - - -

Ceste Real 320 2 [ 0 ] ] 8,800

Estimated benefit 4,400

Realized benefit 2,000

Difference 2,400

The approach also applies to recurring costs. The following scenario, provided by WFP, gives an example of
the calculation of the recurrent costs for security services (outsourced):

The OMT is establishing a joint security contract. In the contract, there are 3 different types of security guards: day guards, night guards,

and mangers. The OMT needs a

and the external provider charges a different price for each type

| Before collaboration |

| After collaboration

Based on the independent 2021 contract, WFP forecasted the quantity of
guards needed & identified the price listen

Based on conversations with the OMT, WFP is expecting the price for each
will match UNDPs rates; Quantity will not change

In 2022, WFP needed more guards than they expected. The price is not
changing from estimates

Unit type Price Cost Unit type Price Cost
Day 8 $50 $400 Day 8 $45 $360
Night 6 $45 $270 Night 6 $45 $270
Manager 1 $100 $100 Manager 1 $90 $90

Total $770 Total 720

After the negotiations, prices were slightly different than expected and WFP
recorded the number of guards used

[ Actuals (Realized) | | Estimate (Projection)|

Unit type Price Cost Unit type Price Cost
Day 10 $50 $500 Day 70 $45 $450
Night 8 $45 $360 Night 8 $40 $320
Manager 1 $100 $100 Manager 1 $90 $90

Total $960 Total 5860
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Based on the calculation above, the WFP country office included the estimates for 2022 as such:

Opportunity Description
Service Line Common Administration serces and induding comm|  Service Recommended Security Services {outsourced) LTACBA
Location Implementztion start date 2021 ~ WEP
Opportunity analysis | Participating Agencies [EVas gz s e S e ees Quality Analysis Way farward

*Nettie * Clrriancy sfowest i fes CRA & (ST ainje

Agencies  Ona Time Costs Labor Costs | CBA Documents.

TR T N T _-mmm

¥ =
Total annual procursment Estimate 770 770 70| 770 770 Tota! annual procurement Estimate 720 720 720 72
=N, Realized 770 o g ¢ o Hekn Realized 720 [ o oj [}
Tota! snnual spend oncat=0ony  Eotimate 0 1 0 o okl annual spend on 32507 Eatimate o 2 o ° o
without LTA - with LTA
Realized o L] i o o Delate Realized o ] o 9] o
Delate s -
Current estimated costs 2.5850 Future estimated costs 3,500 Estimated benefit 250
Current realized costs 770 Future realized costs 720 Realized benefit 50 Difference 200

When reporting in 2023, considering that there was a need to increase the number of guards from 15 to 19,
as detailed in the scenario, the recurrent costs are expected to be adjusted both at the current and future

costs:

Service Ling Common Administrabion services and induding comm Service Recommendad Security Services (outsourced) LTA CBA

Location | Implementation start date 2021 s
e WFP

Opportunity anslysis | Participating Agencies [RERRS-SRE TSNS Quality Analysis Way forward
Neks : Clwruncy alowed in bee CBA & USD orndy

Agencies  Ona Time Costs Labor Costs | CBA Documents:

_m-m T N N T T

¥ = =
Toka! annusl procuremant Estimate | 770 770 770 770 770 Toks! 2nnual procurement Estimate 720 720 720 720 720}
ke Realized 770 950 0 a 0 Delate Realized 720 850 o a a
okl annual spend on cabEOY pemate 0 q o P o Total annual spend on categoY  Ectimate o L] g L L
withcut LTA with LTA
- Realized ] o ] [} 0 Delete Realized o 0| o ] 1]
elsts =
Current estimated costs 3,850 Future estimated costs 3,600 Estimated benefit 250
Current realized costs 1,730 Future realized costs 1,560 Realized benefit 150 Difference 100

A similar approach is to be used in the case that the volumes decrease from the estimate in one year to the
realized in the coming year.
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5.7 Calculating Future Discounts (standard rate than percentage)

When planning a common service and calculating the future cost (i.e., a situation where entities are
collaborating on a common service and expecting a lower cost), the participating entities shall agree on a
fixed discounted rate target as an outcome of their negotiation or joint initiative, rather than a percentage. It
is important as a percentage discount in future costs may result in a different value for each entity. For
example, three entities acquire travel services from various service providers, each charging the entity a
different cost (ref below table). The entities aggregate their volume and aim to re-tender for a joint LTA to
reduce the service cost by another $5. The entity's baseline cost to reduce is the cheapest transaction cost
from the current providers.

Entities current cost (Cost without collaboration)

Entity Service Provider Unit Cost per
transaction

Agency A Service provider A | $20

Agency B Service provider B | $22

Agency C Service Provider C | $18

This is the lowest cost and could be the baseline for future
collaboration. Entities may strategize to negotiate this

rate further down by $2 using their aggregate bargaining
power, rather than a %

In this scenario - the future cost for all entities may be $16, and their benefit is ‘current cost’ minus $16).
This scenario is with an understanding that after a common service is established, the entities will be able
to know the exact transaction cost of the new LTA and adjust the cost when reporting realized efficiency.

Entity Unit Cost per Unit Cost per Estimate benefit per
transaction transaction without transaction
without collaboration
collaboration

Agency A $20 $16 $4

Agency B §22 $16 $6

Agency C 818 $16 $§2
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5.8 How to record and report realized efficiency if a common service is not established at
the agreed “Implementation Start Date.”

When planning a common service, the OMT will need to agree on an “Implementation Start Date” by indicating
the year when the common service will be established and ready for use. The BOS platform indicates the year
in the “Implementation start date” field in the Opportunity Analysis tab. This field cannot be changed for
common services already included in the BOS platform during the development of the BOS or during the 2022
annual review. If a common service was not established timely and entities did not utilize it, in this case, all
participating entities may reflect a $0 benefit, as the entities incurred costs without collaboration.

Service Line Common Administration services s induding comm | Service Recommended Travel services LTA CBA
Location Implerrantstion start dat= v
UN
Opportunity anslysis | Participating Agencies [REteE-I IO NICRERE  Qualiy Analysis Way forward

#htite « Crary sfowdd i bhe £ & LSO any

Agencies  Ones Time Costs Labor Costs | CBA Documents

BT N T = T T
¥
Total annual procuremant Estimate o a o o b Tots) annual procurament Estimate o [ o 0 of
Delete Realized L, g 4 o o Delete Realized o 0 o q] &
Total annual sperd o GO Eetimate 15000] [ 18500)[ 17000 17500] [ 18,000 Total annual spend on category  Egtimate 12000| | 13500| | 14000| | 14500) | 15000
without LTA with LA
Realizad 1so00] [ tes00]| tmoen] [ 17,500 o et Realized 15000] [ 16500| [ 1m000] [ 17500] o
Dlste —
Current estimated costs 54,000 Future estimated costs 5,000 Estimated benefit 15,000
Current relized costs 55,000 Future realized costs 55,000 Realized benefit  © Difference 15,000

In such a case, it is important that the OMT Working Group reflects on the Planning Framework, the actual
timeline for the implementation of the services, identifying what are the activities that are delayed, also
agreeing on the necessary measures — and correspondent activities — to be implemented in the coming year
to make a common service available.
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5.9 How to record and report on realized figures when the common service was made
available and entity A, although a participating entity, did not use the common service

The reported benefits of the BOS platform correspond to the effective use of the common service. In the case
that the common service was made available by the managing entity but was not used by the participating
entity, the participating entity shall report a SO benefit. In the CBA tab, the realized efficiencies should reflect
the service cost incurred by the entity without collaboration in current and future costs.

This understanding applies to both recurring costs and labour costs.

Opporiunity Description
Sarvice Line Common Administration services and including comm | Sarvice Recommended Travel services LTA CBA

Location Implementation start date | 2021 v
UNDP

PO PN ... ... i L

*Woate = Currercy SHmved i Me CBA & LSD ey

Agencies  One Time Costs Labor Costs | CBA Documents

EZN EZE EZE EZE BT EZN EZE EZN EZE
¥ ¥
Totsl annual procurement Estimate 150,000 | ses000|| 165000 | ts5.000| | 185,000 Tokal annual procurement Estimate o [ 0 0 o
Delete Realized 150,000 165,000 ] a 0 Delete Realized 0 Q 0 ] ']
Totsl annusl spend on CEGY  Eimate 5 T 7 5 o Totsd annuzl spand on category  Eopimate 130,000| | 145000| | 145,000| | 145,000) | 145,000
without LTA with LTA -
Realized 0 0 0 o 0 Delete Realized 150,000 | | 165,000 0 0 2
Delete
Current estimated costs £10,000 Future estimated costs 710,000 Estimated benefit 100,000
Current realized costs 315,000 Future realized costs 315,000 Reslized benefit 0 Difference 100,000

5.10 Global Shared Services / Bilateral services agreed corporately should not be recorded
nor reported in the BOS

As a local framework, the BOS shall not include services agreed at the global level (if they are active and in
use as a global shared service) nor bilateral agreements signed between entities HQs. Global Shared Services
refer to location-independent services provided globally across the UN system irrespective of geographical
location. Global shared services may be agreed upon at the corporate level based on bilateral agreements
signed at the entity HQ level as global solutions. It may be that some global solutions are agreed upon globally
but implemented at the country level.

BOS framework should only record common services established locally between two or more participating
entities. Bilateral services, based on agreements signed at the entity HQ level as global solutions and
implemented at the country level, should not be included in the BOS framework as a common service. During
the 2023 annual review, as all data fields will be available for adjustments, it is possible for the entities to
exclude from the BOS platform services that are classified for the entity as GSS or bilateral services— such
as the global MoU of the RC system with UNDP for the provision of specific services.

Services that are agreed upon at the country level — out of the scope of the global Memorandum of
Understanding — shall still be recorded and reported on the BOS platform.
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It is possible that service — for example, travel services — has a local component (domestic travel) and a
global component (international travel, managed from HQ under a global arrangement). In this case, if the
global agreement does not cover the local travel services and the entity collaborates under the BOS on travel
common services, the local component of the service may be captured and reported.

For services that were originally local arrangements but moved to a global arrangement, such as the
Humanitarian Booking Hub (provided that the entity has signed an agreement with WFP at HQ level). The
entity shall discontinue participating in those services in the BOS, as the entity will report efficiency
corporately. This action is possible by changing the service provision at the BOS platform and removing the
entity from the collaboration, as indicated below:

Opportunity Description
Sarvizs Line Comman 1T services Service Recommended | Mobie phens s=rvices including sostch cerds
Location Egypt Implementation start date | 2020
Opportunity ar\alr:is Cost Benefit Analysis!  Quality Analysis Way Forward
Participating Agendies
Participating agency UN WOMEN ~ =R
k here to add seve s
=
o R xy SRSt on
FAD Remove from collaboration
mu Restore in Show comments
UNDR Remove from collaboration
UNESCD Remove from collaboration
UNFPA Remove from collaboration
UNRWA Hot T02e (omher) Restore in Show comments
UNS - DCHA Remove from collaboration
UNS - UM Habstat Remova from collaboration -

The BOS platform will then request the user to inform the reason why the entity is being removed from the
collaboration (moved to GSS) and since when:

F .|

Remave from collaboration?

Reszson
® Moved ko G55
) Moved ko CBO
) Dther

Yaar Selact v

Commenks
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This feature will allow your past collaboration, at the country level, to be still captured at the BOS platform but
will not record any new realized efficiencies or estimate benefits beyond the year when the entity moved from
a local arrangement to a global service.

The same approach can be applied to cases when the service provision was moved to an entity-specific
global service center / global service unit, such as UNICEF's GSSC (Budapest), UNDP’s GSSC (Malaysia), FAO
SSC (Budapest), UNHCR Global Service Center (Budapest), among others.

If the entity leaves the common service for any other reason, the option “Other” shall be used, and the rationale
for leaving the collaboration shall be documented in the comments.

5.11 Impact of inflation/currency fluctuation on the estimates

Estimates are projected at least one year before the actual usage of the common service. Therefore, some
countries can have situations where the country’s inflation and/or currency fluctuation can significantly
impact the estimates, making them unrealistic compared to the actual realized costs.

In this case, the necessary adjustments of the impact of inflation and/or currency fluctuation on recurrent
costs can be made, bearing in mind that it should be applied similarly to both estimates and realized costs,
at both current and future scenarios. As an example, let's use the figures below as a reference. In a given
country, the VSAT services were pretty stable, and the collaborating entities were getting a 10% discount on
the rates charged by the telecommunication company. Based on that, the estimates were made last annual
review considering stable costs for the coming years, as shown below:

Service Line Common ICT services Service Recommended Intemet connectivity and VSAT services Detailed CBA
Location Capital City mplementation start date
IMO
Opportunity analysis | Participating Agencies [t Qualty Analysis way forward
“Note : Currency allowed in the CBA is USD only

Agencies | One Time Costs Labor Costs | CBA Documents

Total Recurring Cost Estimate 10,000/ 10,000| | 10,000|[ 10,000|| 10,000 Total Recurring Cost Estimate 9,000 9,000 9,000 5,000 9,0007

Realized 10,000 10,000 10,000 0 0 Delete Realized
o 9,000 9,000 9,000 0 )

Current estimated costs 50,000 Future estimated costs 45,000 Estimated benefit 5,000

Current realized costs 30,000 Future realized costs 27,000 Realized benefit 3,000 Difference 2,000

= GEENS @GN
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However, in 2022 the country was severely impacted by economic factors, and inflation increased the rates
by 20%. In order to reflect the actual costs and the effect of the collaboration, both estimates and realized
costs can be adjusted to the same proportion when reporting 2022 benefits:

Opportunity Description
Sarvice Line Commen 10T services Service Recommanded Internet connediivity and VSAT services Detailed CBA
Location Capital City Implamentation start date 015 ~
= IMO
Ospertunity sy | Pertisating Agences Qualty prslvais | Wy Farmard

=Note © Exipresncy allomuest i et CBA s ESIF urdy

Agencies  Ora Time Costs Lzbor Costs CBA Documents

TN T T T T | 205 ] 200 | | 2053 |
) ¥ 4
Total Recurring Cost Estimate 10,000 10,000 10,000 12,000 13,200 Tota! Recurring Cost Estimate 3,000 9,000 9,000 10,800 11,8807
Bk Realized 10,000 10,000 10,000 12,000 a Dslste Realized 5,000 5,000 5,000 10,800 0
Current estimated costs 55,200 Future estimated costs 43,620 Estimated benefit 35,520
Current realized costs 42.000 Future realized costs 37.800 Realized benefit 4,200 Difference 1,320

Estimates for the coming years can also be adjusted if there is sufficient forecast on the expected inflation
for the future years - in the case of the example above, the estimate for 2023 foresees inflation of 10%.

The calculation of the percentage to be applied for this adjustment shall be agreed upon at the country level,
taking into consideration the context of the country, the actual cost of the service during the year reported,
and the UN Operational Rates of Exchange, among others. It is advisable that the rationale used for this
adjustment is added to the CBA documents:

Opportunity Description
Senvice Line Eamemon 10T sasvices Service Recommended Inibermet connectivity and VSAT services Detailed CBA
Location Capétal Gity Implementation start date 19 -
— ™MO
Opportunity analyss | Parbcipsting Agencias Quality Analysis Wiay forward

Mot : Currsticy alwwed it the CBA i USD Gl

gences | Cre T cots | Recurong st oo ot [
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5.12 Realized benefits higher than the estimated benefits

In a scenario provided by the UN Secretariat, a common service for internet service envisages additional
discount rates based on bandwidth usage. The scenario below demonstrates how to indicate that, in this
scenario, in 2022, an additional discount of 5% was obtained by the entity based on a higher usage of
bandwidth than estimated:

Opportunity Description
Service Line Cormmon 10T s=rvices Service Recommendsd Int=mst connectivity and VSAT services Detailed CBA
Location Capital City Implementation start date | 201 -
UN
Opportunity analysis | Participating Agencies [[PES: S REEl  Quality Analysis Way forward
“Nole - Currency sioaved b the (B4 & LSD oty
Bgencies  One Time Costs BETUUVERE L8 | zhor Costs | CBA Documents
TR ETE ETE T T T T ETE T T
¥ ¥
Total Recurring Cost Estimate 1500 1,650 1,700 1,750 1,800 Tokal Recurring Cast Estimate 1,200 1,350 1400 1450 1,500
Bl Realized 1500 1,650 1,700 1750 o Delate Realized 1,200 1,350 1,400 1377 o
Current estimated costs 8,400 Future estimated costs  £,300 Estimated benefit 1,500
Current rezlized costs 6,600 Future realized costs 5327 Realized benefit 1,373 Difference 227
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5.13 How to record a Common Service that yields zero (S0) or negative benefit

The cost-benefit analysis (CBA) helps OMT decide whether a potential common business operation would
be cost-effective and informs the common service implementation prioritization. The outcome of cost-
benefit analysis either results in cost efficiency and/or enhanced quality.

When comparing the cost of a service undertaken by one single entity versus the cost of a common service,
there might be cases where the result of this comparison is S0 or even negative cost efficiency. Suppose the
collaboration is with the intention of cost efficiency. In that case, the entities may exclude the service with
zero or negative benefit from the BOS unless participating entities decide to implement the common service
with a $0 or negative efficiency, given other aspects justifying the collaboration, such as increased visibility
for the UN, governmental restrictions, service quality enhancements, etc. In those cases, the OMT working
groups are requested to capture the reasons for collaboration at the Opportunity Statement:

|”I Uppao | Fescripiio

Service Line Common Firance senvicss Service Recommended Cash Disbursement and Transfers Detailed CBA

Locatian Implementation start date | 2023 v

Participating Agencies| Cost Bensfit Analysis | Quality Analysis Way forward

Common Service Description Opportunity Statement Expected Quality Improvements / Cost Avoidance

« v[B 1 U[a-m i E] + v[Br Ula-m i E [ v[Brufa-mEE

Use of non-traditional payment modalities, such The approved UNSDCF will demand a series of The use of non-traditional payment modalities, *
as pre-paid cards, for events outside of the capacity development activities, especially in such as pre-paid cards, will increase the

Capital City remote areas, outside the capital city, targeting nominal cost of the service, as demonstrated

individuals from vulnerable communities, with no by the cost-benefit analysis.
access to bank services,
R However, it will provide for a more effective

Entities are currently using their pre!snrnnre\ to payment method, that can be easily and

travel with cash to these areas, with significant immediately used by the beneficiaries, in

risk to the personal security of UN colleagues. addition to reduce the security concerms
related to colleagues traveling with cash to
remote areas or cashing funds whenever
there. z

5.14 Legacy Common Services (common services initiated before 2019)

Common Services or initiatives in place since before 2019 should be recorded in Stock-take with an
implementation start date and participating entities reflected. If the service continues beyond 2019 and the
participating entities continue to benefit from the collaboration, the efficiency should be recorded by
monitoring its cost and quality KPIs. To reflect the cost-benefit, the entities may utilize their 2019 cost as the
baseline for cost without collaboration.

5.15 Common Premises initiatives (rent of premises)

The BOS should not record common premises efficiency such as rent. For example, if a UN House was
created in 2015, the potential savings from the rent reduction compared to the situation before the UN House
must not be reported. Neither should there be a comparison between official market rates and the rental cost
of the UN House to create hypothetical cost benefits. Having said that, the BOS should record and report
efficiencies created from the utilization of common premises, such as collaboration in cheaper cleaning
services, security services, management of common premises, etc.
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5.16 “Not to do.”

Efficiencies should never be calculated in comparison to a market rate. For example, a hotel is booked for a
meeting based on a procurement process, and the hotel offers a cheaper rate than they usually do. Any
potential savings from this procurement process do not qualify for efficiency savings as we simply chose the
best value for money. Realized efficiency gains could, however, be claimed for not having to do the
procurement process if an LTA of a sister entity was used to book the hotel. These efficiencies would,
however not extend to room rate savings compared to the regular market rate of the hotel.

5.17 No CBA services

The BOS platform has four methodologies for calculating the CBA: detailed CBA, simplified CBA, LTA CBA,
and no CBA services. While some common services have a high potential for cost avoidance, others benefit
country offices from a quality perspective by being delivered better and faster. Those services are pre-loaded
as they do not require a CBA.

As the BOS light review is focused on the reporting of the efficiencies achieved from the collaboration, for
the common services with no CBA, quality improvement of the services should be reported for the past and
be projected for the future years:

L Owewbbeewie

Sarvice Line Cammon Human Resources services Service Recommendsd Staff on-boarding No CBA

Locstian Implementation start date | 2021 v
FAO

Cpportunty snays | Patidoetng Ageries [T ey vt

Agency Selection fete R ey

Quality KPL: 1 (Very i ry); 2 i vl 30, 4 (Satisfactory): 5 (Very Savisfactory)
Tnclicator 201 2022 b 204 205
¥
Average rating of the common service quality and i 3 P P 5

relizhility through staff survey

Page 19 of 20



Business Operations Strategy (BOS 2.0)
Cost Benefit Analysis and Reporting Scenario Examples

In case any narrative report or evaluation survey is available, it can be uploaded to the BOS documents at the
Kick-off page (optional):
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