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EXECUTIVE SUMMARY, CONCLUSIONS
AND RECOMMENDATIONS

The organizations of the United Nations system have been given critically important
new roles and tasks during the 1990s, in a period of extraordinary international political,
economic, and social turmoil. Their traditional negotiating, standard-setting, research, and
development co-operation functions have been suddenly joined by demands for new,
complex operational programmes. These new demands include major peace-macing, peace-
keeping and special missions; more and more large-scale humanitarian operaticns; incisive
global action programmes in many other critical areas such as the environment, AIDS, and
human rights; and reformed and much more responsive development co-operation
programmes at the field level worldwide.

To deal with these new tasks, the United Nations system has been entrusted with
vastly-increased resources (system-wide expenditures rose from about $US9.4 billion to
almost $US12.8 billion just from 1991 to 1993). Both donor and recipient countries have
increasingly insisted that these new programmes, and indeed all the prograinmes of all
international organizations, provide maximal effectiveness and minimal waste. This pressure
for results is multiplied by the life-and-death urgency of many of the new p-ogrammes.
There are also severe constraints on public funds available for international programmes
during a period of worldwide economic uncertainty, and increasing competitio 1 with othet
organizations that also implement these programmes around the world.

There has never been a comprehensive review of accountability, management
improvement, and oversight activities within the United Nations system. Such a review
seems particularly timely now in light of the above performance pressures, ne ¥ initiatives
under-way in various organizations, and calls for improvement from many sourc 3s. inshort,
it seems increasingly urgent that the organizations clearly demonstrate wise rzsource use
and programme responsiveness, because the pressures for high-quality perfcrmance will
quite probably only intensify.

This Joint Inspection Unit (JIU) report provides an analysis (in Partl) and omparative
data (in Part Il) on the mosaic of accountability, management improvement, a1d oversight
efforts in the organizations of the United Nations system. It is only an initicl "baseline"
survey. There is no uniform model. Each organization must develop its own pracesses and
perspectives to meet its own needs and circumstances, although the Inspectors urge them
to take two pivotal steps (recommendations 1 and 9 below). The Inspectors offer this
report, however, as a summary of conceptual and practical relationships, patterns, common
trends. initiatives, and possible actions to help strengthen and enhance ac :ountability,
management improvement, and oversight actions in what must become a continuous
process.

A strategic and integrated approach. The accountability, managementiriprovement,
and oversight units and processes of all the agencies have been built up pi:ce by piece
over the years. Not only does this sucgest that gaps and overlaps may e dst, but the
present period of rapid change leads to competing pressures for action in all of the areas
discussed in this report. The organizations must establish new organizational climates and
managerial processes to streamline work and clearly and fairly hold managers and staff
accountable for their performance, and for programme results and impacts on a continuous
basis. This "management of change" is enormously demanding and difficult but many
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organizations have been or are now establishing strategic planning and performance
Mmanagement processes to strengthen accountability and to best deplyy their scarce
resources (paras. 127-161).

RECOMMENDATION 1. Each organization should establish a single focal point
unit under its executive head dedicated to strategic planning, per‘ormance
management, and maximally effective accountability and mar agement
improvement. The unit should integrate and catalyze the managerial asks and
responsibilities identified throughout this report, in order to strengthen
organizational flexibility and responsiveness, that is, to manage change. The
unit should also address current management issues such as "contracting
out”, decentralization/delegation, "benchmarking”, competitiveness, and
particularly "downsizing™ contingencies (paras. 145-161).

Internal oversight units. Most System organizations have relied for years on small
internal audit units for oversight functions, joined in recent years by even sn aller evaluation
units. Some modest management review work is also done, and on-site inspections of
individual unit operations and investigations of waste and abuse have beer limited. Small
organizations still have almost none of these functions, while larger ones inay have up to
half-a-dozen small units. These units can provide significant cost savings and cost-benefit
gains in the organizations’ operations. However, the 272 professional-anc -above internal
oversight staff posts system-wide, and their $US40 million of annua expenditures,
presently represent only about 0.5 per cent of total System staff, and these staff posts are
also each proportionally responsible for overseeing some $47 million of the System’s annual
expenditures (paras. 14-52).

RECOMMENDATION 2. Each organization should carefully con:ider the
balance and capacities of its internal audit, evaluation, management
services/analysis/reform, inspection, and/or investigation units; ke:p under
review ways to consolidate, strengthen, or better support them; and regularly
assess and improve their effectiveness (paras. 53-63).

Management systems. Internal control systems have existed i1 most of the
organizations for many years, and have often been taken for granted. Pres:ntly, however,
most organizations are reassessing and modernizing their internal cont'ol systems to
enhance efficiency, effectiveness, and accountability. Almost all the organizations have
also been active in computerizing administrative systems and arranying for office
automation. However, with some exceptions, they have not yet seized the dynamic
opportunities offered by modern (and constantly improving) information :echnologies to
expand basic information-sharing functions, enhance programme decision-ir aking systems,
analyze and restructure workflow and productivity, and enhance top-prioiity substantive
programmes (paras. 64-97).

RECOMMENDATION 3. Each organization should ensure that it has ir tegrated
and dynamic internal control systams in place, and in particular develop clear
guidance and actions concerning personal accountability, financial hialility, and
standards of staff conduct (paras. 67, 73-78).
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RECOMMENDATION 4. Each organization needs to establish a comgrehensive
information systems strategy to ensure that it is using information tz2chnology
effectively to carry out its substantive programmes, enhance its management and
programme decision-making, and carefully analyze and streamline its work patterns
and processes (paras. 90-97).

Human resources management. The United Nations system is only slowl'/ adopting
human resources management programmes to maximize the staff resources which are bo.a
the primary cost and the most important asset of the organizations. Holding managers
accountable for the human resources entrusted to them, and efforts to better develop
managerial skills, are increasingly recognized as essential. After years of inactivity, many
organizations are now conducting or developing fairly comprehensive méenagement
development and training programmes, and several are using management improvement
units and techniques to encourage organization-wide innovation and pioductivity
enhancement (paras. 98-126). ’

RECOMMENDATION 5. Each organization should make every effort to sitrengthen
its management development and training programmes as an essential investment
in its human resources and future performance, and to support minagement
improvement and analysis units and other efforts to enhance the minagement
culture of the organization and involve the talents and ideas of all staff in continual
operational improvement (paras. 109-111, 121-1 26).

Inter-agency activities. The inter-agency bodies have made many significant recent
contributions to the accountability, management, and oversight improvement efforts
discussed in this report. They have a particularly important role in promoting the cross-
fertilization of ideas, discussing "best practices", and seeking areas of co-ordination and
harmonization wherever possible (paras. 162-177).

RECOMMENDATION 6. The organizations should encourage and fully support the
recent management, accountability, and oversight improvement efforts ¢ f the inter-
agency bodies, primarily for their integrative and performance-enhancement potential
in the United Nations system, but also for their value as "professional associations™
and career development networks for United Nations system managers and oversight
staff (paras. 165-168).

External system-wide oversight bodies. These bodies have very diverse utaffing and
funding arrangements, modest resources (an annual total of about 137 professional-and-
above oversight work years including both full-time and part-time effort, i.e., proportional
oversight responsibility per work year for some $US93 million of the System’s annual
expenditures), and differing and sometimes overlapping mandates. They share a
responsibility to ensure that Member States are fully and accurately inforied of the
effectiveness of both United Nations system programmes and operations and taeir internal
accountability and oversight mechanisms. Itis therefore essential that the exte nal system-
wide oversight bodies work together in close harmony (paras. 178-215).
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RECOMMENDATION 7. Within their existing mandates and tenns of reference,
external system-wide oversight bodies should improve and, if necessary.
institutionalize their sharing of information on work programmes, findings, and
recommendations, and more frequently take the opportunity 'to propose mutually-
reinforcing areas for review and assessment to one another (paras. 182-183).

Oversight governing bodies. Governing bodies in the United Naticns system were
established long ago as poliiical assemblies. They have been criticized rec::ntly as unsuited
to the day-to-day oversight and decision-making requirements of increasingly urgent field
programmes worldwide. Substantive reporting on programme result; has improved
somewhat and more external analytical expertise is being employed. Eut reports from
secretariats still do not provide regular, transparent, and integrated information and analysis
on performance andimpact, management improvements andinitiatives, anc oversight work.
Oversight governing bodies need to review operations more systematically and critically to
provide policy guidance for a much more complex operating environment (paras. 216-245).

RECOMMENDATION 8. The oversight governing bodies of the or¢anizations need
to much more firmly and consistently assert their leadership role and insist on
improved accountability, performance, oversight, and sound management systems
in the organizations. They then need to prove this commitment by |woviding clearer
guidance to secretariats, sharpening their focus on performan:e and results,
following up more systematicaily on past policy decisions, and employing external
reviews and dialogue with clienteles to enhance programme: transparency,
responsiveness, and accountability (paras. 222-230, 238-245).

RECOMMENDATION 9. Each organization should report annuall to its prirmary
oversight governing body in a concise and integrated way on the issues discussed
throughout this report, utilizing the strategic planning unit called for in
recommendation 1 above. Such a regular report can finally highlight good
management, accountability. and oversight as priority tasks, while ziso enabling the
organizations to dynamically manage change and effectively meet the relentless
operational challenges of the future (paras. 235-237).



i. INTRODUCTION

"...the concern with capacity and performance reaches its highest peat
when draft programmes and budgets are discussed and seems to evaporat::
when reports on the execution of the approved programmes are reviewed.

... This dichotomy between the concentration on programme elaboratio:

and budgeting on the one hand, and the neglect of programme execution, o1

. the other, is in itself one of the major causes of the shortfall of th:
performance of the system.” :

Mahdi Elmandjra, The United Nations
system: An analysis, 1973’

“There was general agreement that the United Nations system is facing a rr ajor
challenge. ..

... The executive heads of organizations which are responsible for operati>nal
activities emphasized that while improvements can always be made, their activ ties
have a proved record of effectiveness and efficiency. While many of the cha'ges
of waste, inefficiency, duplication, etc., are not accurate, it will be necessaty to
refute these charges by clear evidence to the contrary.

...ACC also recognizes its responsibility to improve the image of the Urited
Nations so as to reassure Governments and the general public that it is an efficient
and effective mechanism for dealing with the important issues of concern tc the
international community. "

Administrative Committee on
Coordination (ACC), 19827

“"Change or die. "

A senior United Nations system official’s
comment to JIU Inspectors on operational
performance challenges, 1992°

1. The above quotations, each a decade apart, show the progression of the United Nations
system (and almost all other governments and public organizations) from concern with
programme planning and formulation in the 1970s, to the need to achieve effective

performance in the 1980s, to a new concern with dynamic action for organizational survival
in the 1990s.

2. During the past decade, the governing bodies, top management, and e xternal and
internal oversight bodies of the United Nations system have been responding to the
programme implementation and assessment challenges posed. Progress has; been fairly
steady, if often slow. However, the resources devoted to accountability, rianagement

improvement, and oversight processes and to new approaches have in most cases been
modest.
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3. For its part, JIU has long urged that greater priority be given to review s of performance
and results as the critical, missing link in the management cycle of Unite 1 Nations system
operations. JIU reports have stressed, for instance:

- developing internal evaluation systems to systematically analyze progr imme results and
effectiveness (1977, 1981);*

- strengthening management services units and managementimproveme nt efforts (1981)
(and a follow up report on the importance of the Management Advisc ry Service of the
United Nations in 1991);°

- establishing more substantive secretariat performance reports, better policy diaiogue
with governing bodies, and greater use of outside expertise (1984);°

- usinginformation technology and related analytical tools to enhance programme results,
efficiency, and services (1985);’

- establishing streamlined, performance-oriented information systeris and steadily
improving them in an ongoing management development process (1985):8

- ensuring regular, substantive reporting on programme performance to op management
and intergovernmental bodies (1988):°

- strengthening the management of extrabudgetary resources through riore transparent
presentation and performance reporting (1990):'° and

- responding to a highly competitive international development co-operation environment
by carefully fostering organizational creativity, responsiveness, and sustained
performance improvement (1992):"'

- issues and problems of accountability and oversight in the United Naions Secretariat
(1993)."2

4. As the third quote on the preceding page indicates, since the 1990s bi:gan the pace of
change has accelerated dramatically. Many parts of the system, includ ng not only the
United Nations General Assembly but other governing bodies and executive heads, have
been or are now making quite significant efforts to strengthen, revitalize or reorient
managerial cultures, management capabilities, and accountability and oversight processes.

5. These developments are an essential response to the many new task; being given to
the United Nations system, the life-and-death urgency they often involve, and the scarcity
of public resources available to carry them out. However, they also retlect the intense
pressure from taxpayers and publics throughout the world for better use o all public funds
and for higher-quality performance from national and international bureau:racies.

6. Each organization must respond in its own way to its own specific circiimstances. The
two parts of this report, and particularly the tables in Part Il. show that there is a very
considerable diversity in the circumstances. scale of operations, mix of functions and
priorities, and initiatives to strengthen managerial cultures and enhanc: organizational
performance. Nevertheless, this JIU report attempts to contribute to the powerful new
impetus for better accountability, management improvement, and oversicht in the United
Nations system by:

(a) providing a broad and relatively comprehensive survey (never before prepared) of
the framework, types, and interactions of these activities in the system;

(b) identifying some key emerging patterns and trends; and

(c) highlighting some significantinitiatives under-way which merit consideration by other
organizations.

’
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7. The following chapters survey the basic elements of accountability and oversight units
and processes in the United Nations system: internal oversight units (Chapter 1l); internal
management systems and development and improvement processes (Chapter; Ill and IV);
major recentmanagement reforms (Chapter V); inter-agency activities (Chapter VI); external
system-wide oversight bodies {Chapter VII); and oversight governing bodies (Chapter VIil).
Part Il of this report provides summary tables on the activities of individual o-ganizations
in each of these areas.

8. In addition, the JIU views this report as a "baseline” survey leading to further JiU
studies on management improvement and management systems in the future, as occurred
with its series of system-wide and individual agency reports on internal evaluation systems
from 1977-1985." To begin this process and in light of multiple requests, th: Inspectors
prepared reports in 1994 on the importance of effective performance appraisal ;ystems and
on the advancement of women's status in light of new accountability and humiin resources
emphases, as noted later in this report. They have included in their work prcgramme for
1995 a review of management in the United Nations Secretariat, and are considering &
review for 1996 of the use of information technology to enhance managerial pricesses and
substantive programmes in the United Nations system.

9. A few general definitions are required. The fundamental element i1 improving
organizational performance, and the key cuncept driving this report, is the qual 'ty of overall
management. Managers are people who get things done by working with other people and
other resources to obtain organizational objectives. This is a continuing, ¢ ymplex, and
social process. In the past it was often regarded as a rather rigid and b>ureaucratic
supervisory function. However, the great increase in complexity, pace of :hange, and
management systems and technologies available in large organizations has placed heavy
new responsibilities on modern managers. They need, as never before, to be competent,
resourceful, and innovative leaders and motivators. They must not only set an example
through their own performance, but encourage employees throughout the oryjanization to
commit themselves to results, service and quality work.

10. "Oversight" is fairly readily understood under the dictionary definitions of bodies,
units and processes which provide "supervision” and "watchful care" in an )rganization.
" Accountability” essentially means responsibility to someone for one’s actions taken: in the
United Nations system this refers to the responsibility of international civil servants to
executive heads and to governing bodies, and their responsibility in turn to Member States
and publics. In this report the Inspectors construe "accountability” as larger than traditional
compliance and process accountability. That is, it also includes managerial accountability
(e.g.. wise use of public resources, both human and financial) and programme
accountability (e.g., outputs, efficiency and results).'* As this indicates. the central
accountability concept is to ensure that the programmes of the organirations have
maximum impact and results in achieving their established objectives.

11. The broad concept of accountability twhich incorporates oversight) is . very untidy,
complex, and changing one. While accountability is primarily concerned viith effective
performance and results, recent research observes that it also involves syste matic efforts
to strengthen organizations in at least four different dimensions:

(a) compliance accountability - the narrowest aspect, involving enorcement of
standards of performance or procedure;
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{b) negotiated accountability - improvement of management and governace inresponse
to changed conditions and demands from those to whom the organization s accountable;

(c) professionalldiscretionary accountability - voluntary initiatives taken to enhance the
professional standards, Mmanagement systems and technologies, and s:rvices of the
organization; and

(d) anticipatory accountability - helping shape and prepare for new accountability
standards.'®

12. An important caveat relates to the very blunt 1992 quote which begins this
introduction. "Change or die" does not mean blind change for change’s sake. It does mean
that all public organizations must prove themselves through accountability for their
performance and results, as the ACC recognizedin 1982. The added elementin the 1990s,
however, is that organizations must have an integrated strategy ard system of
accountability and oversight, which continuously analyzes organizational strengths and
weaknesses to provide high-quality performance to respond to a demanding, constantly
changing external environment.

13. In conducting this study, the Inspectors sent questionnaires to 28 orjanizations of
the United Nations system to gather data on their accountability and ove 'sight efforis.
They reviewed the responses and documentation provided, and followed up twvice with each
organization to update and clarify the inforriiation, which is summarized inthe Tables in Part
Il. They visited as many of the organizations as possible for further discus sion, and also
surveyed eleven inter-agency committee secretariats and external oversight bodies. Thay
wish to thank all the officials consulted for their most valuable cont-ibutions and
observations.
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5.
il. INTERNAL OVERSIGHT UNITS

14. The JIU survey found seven essential components of overall accountability and
oversight structures in the United Nations system. Four of these are in-ernal to the
secretariats of each organization (internal oversight units, management sys ems, human
resources management, and strategic planning and performance management to integrate
them). Three are external to the secretariats (relevant inter-agency activities, system-wide
external oversight units, ard oversight governing bodies and reporting to an for them).

15. This Chapter and the foliowing six Chapters deal with each cone of these
components in the order given above. The analysis begins with the internal ov ersight units,
which have traditionally been given the primary and heavy responsibility of "tiking care of"
accountability and oversight issues.

16. Tables 2. 3, and 4 in Part Il of this report yield the following summary informaticn
about internal oversight units in the United Nations system:

(a) internal audit units are the oldest-established units (with some havin¢ begun in the
1940s), and the largest (with 139 of the total 272 professional-and-above «taff posts, or
51 per cent);

(b) internal evaluation units are relatively new (most units were establist ed during the
1980s or 1990s), utilize considerably more consultant money, and are the second largest
group (with 84 of the total 272 professional staff posts, or 31 per cent);

(c) management services/analysis units are small, but are found in most agencies, while
inspection and investigation units are still few in number and often quite newv: these units
amount to only 49 of the 272 total professional staff posts, or about 18 per cent);

(d) the vast majority of the internal oversight units report directly to the e xecutive head
of the organization, with internal audit units most likely to do so and the evaluation and
management services units somewhat less so;

(e) the internal oversight units tend overall to be small and rather fracmented, with
some tendency toward consolidation of internal audit with management service or
inspection units, evaluation units occasionally linked with strategic planning o1 programming
units, and management services units sometimes still placed in administratior departments.

17. As a group, the 272 professional-and-above internal oversight staff posts and their
$US40 million of annual expenditures ($US80 million per biennium) represer t a quite small
proportion of total United Nations system staff and financial resources in 1993 (see Table
1 of Part Il). Internal oversight professional staff members constitute only about 0.5 per
cent of the total 52,646 United Nations system staff: that is, each such staff member is
tasked with overseeing or improving the work of more than 190 other sta‘f. These 272
professional oversight staff posts were also each responsible for overseeinj or enhancing
the use of some $US47 million of the $US12.8 billion of estimated United lMations system
expenditures in 1993. These ratios underscore the fact that, while interna oversight and
management services units provide a critical stimulus, senior manageme 1t, programme
managers and other staff must clearly carry the major portion of the acc suntability and
performance responsibilities in the organizations

A. Internal Audit

18. Internal auditors are not only the "foot soldiers™ but also the "od veterans" of
accountability and oversight work in the United Nations system. As showri in Tables 2. A.
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and 2.B in Part |l of this report, the internal auditors as a group have mor:« resources and
professional staff than the other oversight units combined. However, there is enormous
variation in unit size, from a few larger units on down to the smallest, which still operate
as a "one man (or woman) show,” or less. This is of course related ‘o the scale of
operations and resources of the individual organizations, as indicated b the staff and
financial statistics given in Table 1 of Part Il.

19. In addition, many of these units were created in the late 1940s ard 1950s when
their organizations were founded, underscoring their traditional oversight roles. (The more
recent year of establishment shown for other internal audit units in Tables 2.A and 2.B
reflects, in most cases, reorganizations of preexisting, long-standing internal audit groups).

20. This long history of internal auditing work in many of the organizations illustrates
the central challenge they face. Internal auditors for many years were concerned almost
exclusively with ensuring compliance with financial regulations and testing the adequacy
of internal controls. Since about the late 1970s, however, they have jradually been
changing (and urged to change) toward much more of a management audit approach
concerned with the functioning of management systems (including camputerization
aspects); "value-for-money" issues; operational performance, efficiency, and to some extent
effectiveness quzstions; and expanded management services and manage ment advisory
roles.

21. From their discussions and analysis, the Inspectors conclude that th:s expansion of
functions, not surprisingly, is still very much under-way. The comple e, up-to-date,
comprehensive audit approach includes (a) financial and attest auditing, 'b) compliance
auditing, and (c) managerial or value-for-money auditing. Some larger |Jnited Nations
system units seem to have developed this full scale of work fairly well, >thers are still
establishing a balance, and still others are constrained by their very limited resources.

22. The internal auditors are greatly aided in the enhancement and advan:ement of their
work by an inter-agency group of representatives of internal audit services (se:e also Chapter
VI). The group has been discussing, developing and improving standards for almost 30
years: most recently, they adopted updated standards in 1990 for the professional practice
of internal auditing in the organizations.

23. In 1993 and again in 1994 this group surveyed internal audit tructures and
operations in the organizations. The surveys provided detailed data by agecy on staffing
and grade levels, professional qualifications, use of consultants, audit coverage, reporting,
training and quality assurance. The most significant finding was that internz| audit staffing
(and resources) represented a very small portion of total staff and resources in the
organizations when compared with ratios from a 1992 survey made in the United States,
which showed an average ratio of one auditor to 125 total staff in the United States Federal
government, and 1:162 in the United States financial/banking sector. in contrast, the
average United Nations system ratio was 1:264, and for the largest organization, the United
Nations, the ratio was a very high 1:346.'°

24, The above surveys and this JIU review raise several questions about internal
auditors’ roles in accountability and oversight systems, in addition to the expanded
functions already mentioned. First, audit coverage is a real challenge, sin:e many of the
agencies have field and regional offices worldwide, but internal audit (and c ther oversight)
units are almost always centralized at the agency’s Headquarters, and tiavel funds are
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modest. Half the agencies in the auditors’ survey reported a need to increase staff size to
provide adequate coverage, while the other half were presently satisfied but for:saw a need
for more staff in the immediate future.

25. The General Assembly has been very concerned about this problem in the United
Nations, since internal audit resources have scarcely grown aithough total programme
expenditures have increased enormously. in addition, one-quarter of the audit posts are at
alow (P-2) level. The Board of Auditors reported in 1992 that the United Nations internal
auditors were staffed well below the expected level of performance and numbe- of auditors
needed for adequate coverage. The General Assembly then called on the Secre: ary-General
in 1992 to "take urgent steps to strengthen both the independence and effe:tiveness of
internal audit” and responses to internal audit findings.'’

26. Second, basic principles require that internal audit be an independe 1t appraisal
activity, with full access to data, freedom of action, and support from the executive head
of the organization. Almost all units do indeed report directly to their executive heads. A
number have active audit committees that regularly review audit reports, and internal audit
heads state that they meet regularly with senior management to discuss coverage and
significant findings, and follow up on corrective actions being taken by manajement.

27. However, these activities are all internal. Except for a new reporting process in the
United Nations (see Chapter VIii}, it appears that there is no internal audit unit that reports
publicly or to governing bodies on its overall work patterns, coverage, and results achieved.
in addition, the internal auditors’ own survey found that most units are not su bject to any
external quality assurance review. |t is true that in many of the organizations internal
auditors cooperate closely with the external auditors in their audits, and :he external
auditors review and comment on the internal audit work, but this process p ‘ovides only
very limited public reporting.

28. Essentially, then, the work of internal auditors is "invisible" outside the secretariats
(and sometimes not very visible within secretariats as well). This raises understandable
scepticism and concern about how well these units are performing their o sersight and
improvement functions, and whether and how well they can defend their independent
status and audit findings and recommendations against pressure from seni)r managers
affected. The Inspectors believe that details of individual audits shoulid not bie publicized
nor "micromanagement” encouraged. Yet they also believe that some form >f summary,
public reporting on general internal oversight activities and results, as discuss :d at various
points in the rest of this report, is important to heip firmly establish the necessary
transparency, accountability, and credibility of organizational performance.

29. Finally, the professionalism of staff in internal audit and other oversight units is a
critical constraint. The 1994 auditors’ survey found that most audit stzff now hold
advanced degrees in management and finance fields, and in many cases have professional
certification.'® JIU made a partial and informal further survey, including other types of
internal oversight units, which showed broadly similar patterns.

30. Despite this progress, a significant minority of oversight staff still have degrees only
in non-management fields, and/or no management analysis experience befor: joining their
units. In part this reflects past recruitment of staff to small and often new o'rersight units
which often emphasized only the qualifications ot "knowing the organization' and "writing
well." However, oversight work is becoming more and more technical and cornplex and the
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internal oversight staff posts available are very few. In future, the orginizations must
employ a full complement of highly-productive staff with solid professioynal education,
training, and experience in management auditing, evaluation, inspection, investigation, and
systems analysis. Since a fair number of the present oversight posts, partic larly in internal
audit units, are lower-level, it will be more and more difficult to recruit such people.

B. Internal Evaluation

31. Internal evaluation units, as Tables 3.A and 3.B in Part Il of this report show, are
much newer participants in accountability and oversight work in the United M ations system.
They expanded very rapidly during the late 1970s and early 1980s. When ./IU prepared its
first survey of internal evaluation in 1977, only two of 13 organizations hai some type of
system. By 1981 12 of 23 organizations had a system, and by 1985 the number had risen
to 21 of the 24 organizations surveyed.' )

32.  Auditing and evaluation have major differences. Auditing originated as an expert
opinion on financial statements, while evaluation is concerned with research and analysis
of the results and cost-effectiveness of policies and programmes. Modern auditing
compares performance to norms, while evaluation is concerned with assessi ng programme
and project design, implementation, and effectiveness. The two disciplines also differ in
the way they plan their work, and collect, record and analyze data. Nevertheless, they
have increasing overlaps as well. In particular, evaluators are incorporating more cost and
efficiency considerations into their work, while auditors increasingly revievr management
implementation processes (including built-in monitoring and evaluation systems), and
performance and results relative to objectives, as part of their work.2°

33. JIU has not made a system-wide evaluation survey since 1985, because evaluation
system development appears to have stabilized. However, in its 1985 report JIU did
identify continuing broad needs to expand and improve evaluation activities, tirmly integrate
them into day-to-day organizational decision-making and operational processes, and ensure
that organizations emphasize programme performance and results rather than inputs. JIU
also found that the quite small evaluation units in almost all the orgatizations were
overloaded: they could only spend about half their time on direct evaluations, reporting, and
follow-up work. The rest was spent on expanding systems development, and managing the
overall evaluation systems on a continuous basis to ensure their successful functioning.?'

34. Since 1985, several smaller agencies have added internal evaluation .nits (with JIU
encouragement), but several others have lost their small units because of s aff departures
or post reductions. However, the total number of professional evaluation unit staff system-
wide (not counting the World Bank) has increased from 58 noted by the 1985 JIU
evaluation status report to 84 in 1995 (see Table 3 of Part Ii), a very encoulaging increase
of almost 45 per cent in the past decade. In addition an inter-agency evaluation working
group did an informal survey in 1991 that indicated some substantive progress in
enhancing evaluation work and making i* a more mature and recognized component of
organizational operations. Following discussion by this group, the linited Nations
Development Programme (UNDP) updated its "Guidelines for evaluators” 22 and further
inter-agency work is under-way on harmonizing monitoring and evaluation principles (see
discussion in Chapter VI).

/|¢o
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35. Recent evaluation practice does appear to have made significant contributions tc
improving accountability and oversight in the organizations of the United Nations system:

(a) various types of evaluation reports on organizational performance and results are
widely disseminated to governing bodies, donor and recipient countries, programme
managers, and researchers, thereby adding considerably to the transparency ard credibility
of organizational operations, and the visibility of oversight and accountability functions;

(b) the use of "built-in, self-directed evaluation" by programme managers in many of
the organizations (in addition to in-depth evaluations by central units and external
evaluations) appears to have significant participative value in making staff aware of the
importance of good design, a focus on results, and direct feedback to promptly correct
implementation problems;

(c) several organizations have made considerable progress recently in estatlishing data
banks, often computerized, of "lessons learned" from evaluations, which a‘e usetul to
improve decision-making and future planning throughout the organization.

36. Internal evaluation systems thus seem to have largely stabilized and matured in their
ability to provide the above services. They clearly aid organization-wide effort:: to improve
programme operations, create a performance culture, and follow-up and report much more
systematically on programme resuits. As is true for internal audit, however, evaluation staff
resources are still modest in relation to some $US 13 billion of United Nations sy stem annual
programme expenditures.

C. Management services, inspection and investigations

37. In 1981 JIU reported on management services in the United Nations system. It
found that in general the System gave low priority to management improvement actions,
as shown by a small number of units with modest resources and, correspondigly, limited
results. The Inspectors felt that organizations should strengthen these functions to
systematically pursue management improvement, “trouble-shoot” problers to assist
managers, rationalize procedures, analyze systems, and assess staff requirements and
workloads.®

38. The organizations generally accepted the JIU proposals, but doubted th it their units
could be strengthened because of financial limitations. They agreed that rianagement
service units should advise on staffing requirements (although some cited problems with
developing work standards) and should report to governing bodies. They also emphasized
the need for systematic training of staff in modern management methods, anc agreed that
further actions should be pursued.*

39. in 1994, as shown in Tables 4.A and 4.B of Part |l of this report, inanagement
improvement or management services units are still small and rather limite«! in number.
There are a few changes, however. The largest former unit (the Manageme:nt Advisory
Service of the United Nations) has disappeared, but several internal audit units have added
management advisory or review sections, and several others have created suc units in the
last few years. Encouragingly, some of these units now report directly to executive heads.
Unfortunately, however, other units still seem to be much like those JIU reported on in
1981: small, scarcely visible, with no public reporting on their performance, and with a
quite modest presence in, and impact on, the operations of the organizations.

/'..
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40. A topic of much more intense and emerging interest in the last yeai or two has been
that of "inspections and investigations.” This interest has arisen because ¢f concern among
Member States with actions to deal with "waste, fraud, corruption and mismanagement”,
in particular because of media stories and allegations concerning th:se problems in
programmes of the United Nations system.

41. Waste, fraud, corruption, and mismanagement are found in every ¢ >untry and every
large organization around the world. This is confirmed by almost any dey’s internationa’
media reports, but also by an increasing volume of national and internation: | documentation
on the causes and ways of combatting these ills.?®> The United Nations itself has devoted
attention at international crime prevention conferences during the past decade to corrosive
abuses of power by public officials, and recently issued a manual of practiciil anti-corruption
measures to counter official corruption and intimidation.?® Correct ve actions are
essential, since these problems can undermine the operations of an organiz: tion, demoralize

its staff, and severely damage its credibility, as the General Assembly noted in its resolution
47/211.%7

42. Inspections can be very productive as on-site reviews of the staff ng, work flows,
backlogs, outputs, services, and management decision-making in a specif ¢ organizational
unit. They help ensure that programme managers are applying managerient sontrols to
streamline activities, carefully analyze workloads, eliminate waste and dupl cation, and best
use the scarce human resources entrusted to them.

43. Atpresent, only a few organizations incorporate the "inspection” function within the
titles of their oversight units: the United Nations Educational, Scientific and Cultural
Organization (UNESCO), the Food and Agriculture Organization (FAQ), and the new Office
of Internal Oversight Services of the United Nations. An inspection unit is being established
in the Office of the United Nations High Commissioner for Refugees (UNHZR) and is being
considered by the World Food Programme (WFP) in 1995, and the UNDP Department for
Audit and Management Review specifically addresses basic inspection (ar d investigation)
concepts and issues in the context of its management audit work.

44. Inspection was identified more than a decade ago by JIU and the nrganizations as
an important function for management service units. Some quite extensive analyses of this
type were performed long ago by UNDP and by the now-defunct Manag:ament Advisory
Service of the United Nations. Similar useful reviews are now being done by some of the
combined audit and management review units for some of their field offices. The
Inspectors were aiso impressed by operational and staffing reviews being done by the small
Compensation and Management Services Division of the United Nations F elief and Works
Agency for Palestine Refugees in the Near East (UNRWA). However, the o serall proportion
of such reviews in the system still seems quite small relative to their pote ntial benefits.

45. The second category receiving extensive current attention is "invest gations”, which
can be generally defined as "detailed examinations" or "official inquiries"”, particularly into
areas involving possible serious waste of resources, fraud, theft, excess ve expenditure,
inefficiency or ineffectiveness, or weak management, financial or budgetary controls.

46. Investigation activities are presently as limited as inspectiors.  Almost all
organizations informed the JIU that they have made very few investigations, and inter-
agency data compiled in recent years by the Consultative Committee o1 Administrative
Questions (CCAQ) confirms this pattern. (The exception of course is the United Nations,

/ees



11

with its enormous expansion in emergency peace-keeping and humanitariar operations
during the past few years, involving billions of dollars, difficult field situation:, and great
urgency in decision-making, all of which are fertile grounds for waste, fraud ani corruption
problems.)

47. The Inspectors believe that the vast majority of all United Nations staff are honest,
but all organizations unavoidably have some problems of waste and corruption. The very
small incidence of such problems in the organizations thus far indicates o1e of three
possibilities:

(a) there is in fact very little waste and corruption:

(b) there is waste and corruption, but investigations have not yet been mad:: to uncover
and correct it;

(c) most seriously, there is waste and corruption, and it is tolera ed by the
organizational culture. '

48. To find out which of these three possibilities is dominant, and in what areas, the
organizations need to deal with potential waste and corruption problems in a professional,
efficient, and credible way. Resources for such demanding and in-depth work are tight, but
the Inspectors believe that the urganizations must conduct at least some such oversight
work. Two significant and lower-cost options to facilitate investigative o'ersight are
presently receiving more attention at various points in the United Nations sys:em:

(a) each organization should perform "vulnerability analyses” to identify .ireas where
waste, fraud and corruption are most likely to occur, make staff and managers aware of
these areas, and incorporate these considerations directly into normal audit and
management review planning;

(b) organizations can consider establishing a "hotline" through which staft, who know
the programmes best, can report possible cases of waste, fraud and carruption for
investigation. The General Assembly called for such a system in the United Na:ions which,
after some Secretariat foot-dragging, was established in late 1994.% Fiotlines can
encourage "crank" calls and vindictive accusations. However, if hotline reports are
professionally investigated and carefully handled to ensure that the rights of bc th the party
reporting and the party accused are protected, they can become an important tool to
combat waste, fraud and corruption and to enlist staff in ensuring high standards of
integrity and performance in the organization.

49. The Inspectors believe that the renewed interest in inspection and investigation
outlined above is not only concerned with fraud and abuse. Such problems definitely need
to be anticipated, identified and dealt with much more systematically. Bu' they occur
primarily in big emergency field operations. rather than in smaller-scale proyramme and
administrative functions of the agencies.

50. Member States seem equally concerned with allegations of misman: gement and
"deadwood"” in the Secretariats, i.e., units, programme managers and staff who are not
performing well or whose services are being wasted. Inspections, with their fo::us on actual
operations, can directly test management performance and results periodicall / throughout
an organization to identify problem areas and assess a unit’s efficiency and e ‘fectiveness.
These inspections are also important to enhance the organizations’ overall ¢ edibility and
transparency.

VAR
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51. However, one major reason for the small amount of such activity in the
organizations at present, is, once again, lack of resources. The head of une small internal
audit unit told the Inspectors that one single investigation can tie up one-quarter of his
unit’s annual work capacity, crowding out other urgent functions. Mar agement service
reviews, inspection, andinvestigation are in-depth, intensive, very specifi:, and fact-based
reviews which require substantial resources. Without more resources, pert aps including the
ad hoc use of other knowledgeable staff, it will be difficult for the organizitions to conduct
them.

52. Expansion of such reviews is very much needed. The importance of carefully and
regularly analyzing work plans. workloads, work flows, and staffing requiiements is a sub-
theme that recurs throughout this report, particularly in the discussion of performance
management in Chapter V.

D. Finding a proper balance

53. The pattern presented by the above overview of internal oversight units is primarily
one of scatter. There are many small units of various types in the organizations. While
there is some tendency to combine units (primarily internal audit and management review),
it is limited. The largest organization, the United Nations Secretariat, consolidated its
internal oversight units in late 1993 and established a new Office of Internal Oversight
Services in 1994,%° and one of the smaller agencies, the International Civil Aviation
Organization (ICAQ) plans a similar consolidation in 1995. Some agencies are even going
back and forth: the World Health Organization (WHO) joined its two main internal oversight
units several years ago, but recently decided to separate them again.

54. Each organization must of course make its own management choices. The
Inspectors believe it important that they try to make these decisions on a strategic and
integrated basis, formulated in light of overall organizational performance considerations as
discussed in the following chapters. In addition, they encourage the »>rganizatiors to
consider the following advantages of consolidating their small internal overs ight units where
possible:

(a) increased independence, accruing to a larger, more competen  unit hopefully
reporting to top management levels;

(b) greater flexibility and responsiveness, since expanded staff resour :es can be more
easily shifted between internal oversight tasks as changing circumstances dictate, rather
than being bound by narrow sub-unit boundaries:

(c) greater transparency, with a combined unit much better able to report each year on
its work, findings, results achieved, and views on overall manageme 1t performance,
progress, problems, and issues in the organization;

(d) greater professionalism. through more systematic recruiting of a b.alanced team for
various types of oversight work, improved backup capacity, and more cohe ‘ent professional
training and career development opportunities;

(e) economies of scale, through coordinated work planning and combir ed assignments,
field visits, administrative and support services and reporting capacities;

(f) greater visibility and stimulus to management improvement in the o ganization, with
the larger unit becoming a much stronger focal point for interaction 'with programme
managers, governing bodies. protessional bodies, and other organizations ;
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(g) last but not least, greater ability to enhance organizational accountability, by
providing a more systematic, dynamic, professional, and transparent systen of internal
oversight and review for the organization.

55. Most of the combinations of oversight units made to date, unfortunate y, have not
increased the existing modest resources. Oversight "on the cheap” will not sroduce the
improvement of operations which Member States seek, particularly for inspections and
investigations. The Inspectors have noted a general pattern of deadlock over the past two
decades, in which governing bodies try to pressure executive heads to devote i ore existing
resources to oversight and management strengthening, while executive heads in turr
pressure governing bodies to provide additional resources if they want these >hanges.

56. Hopefully the strong new concern with accountability and oversight now emerging
in the system, and the other factors discussed in the following Chapters, can help break
this stalemate and encourage both executive heads and governing bodies of the
organizations to increase the resources, priority, and use made of the reports cf their small
internal oversight units. These oversight activities, if properly staffed and supported,
operate on a "cost-recovery” and "cost-savings" basis that saves funds and cuts waste far
beyond their budgeted costs. These units, as a group, should in fact be regula ly assessed
on their performance in generating savings, helping increase productivity and organizationa.
effectiveness, testing internal controls, and helping shift the organizational culture to &
strong performance emphasis.

57. Meanwhile, some significant new initiatives are already under-way to improve and
rationalize internal oversight activities and resource use:

(a) A number of organizations are now developing new, more coriprehensive
performance measurement and assessment systems, and an inter-agency effort is also
under-way through the CCAQ. These systems incorporate various existirg oversight
elements, processes, and techniques. They can greatly facilitate the wort of internal
oversight units and enhance basic programme management by providing much more
specific performance data for review and decision-making. Such efforts are a quite
challenging but important component of an integrated management approach for the
organizations overall {see further discussion in Chapter V).

(b) UNDP initiated a contracting-out arrangement with an international acc ounting and
auditing firm to provide monthly field office accounts examination and annual internal audits
for UNDP field offices in its Asia and Pacific region. The "on-site" firm can (o this work
at lower cost than UNDP auditors from New York, while freeing them for more in-depth
management audit work. The system is being carefully reviewed and refined, ¢ nd has been
extended to UNDP and United Nations Population Fund (UNFPA) offices in Africa as weli
as to more offices in Asia and the Pacific. In total, as of the end of 1994, the arrangement
covers 65 UNDP Country Offices and 43 UNDP Country Director Offices.

{c) United Nations evaluations have always provided very slow programnie coverage.
with decades required to cover each major programme even once and a multi-rear cycle of
planning, implementation, and review for each study. Beginning in 1994, towever, the
United Nations evaluation approach (and other oversight functions) will apply a "risk
analysis" approach to concentrate oversight work much more on those progra nmes whicn
have large size, visibility, significant potential findings, and a lack of recent oversight
review. Further, (and in line with many past JIU recommendations), the Urited Nations
evaluation cycle is to be significantly shortened, reforms will be made to (ather better
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oversight information, and self-evaluation work and central performance repc rting are to be
revamped and upgraded.®®

58. In concluding this Chapter, the Inspectors would like to commend three analytical
frameworks which may be useful to the organizations and their governing hodies as they
consider how best to balance and deploy their scarce internal oversight resou-ces. The first
two come from a very detailed and perceptive recent study of inspectors general and
accountability in government. The author identifies five basic measures which can be
useful tools to assess the effectiveness of inspector-general operations, whic 1apply as well
to the internal oversight units of the organizations of the United Nations syitem:

(a) professionalism - the adherence of the units’ work processes and pioducts to the
professional standards that govern the particular oversight area;

(b) coverage - the ratio of oversight staff to total organizational s aff and total
budgetary resources; -

(c) amount of savings - financial outputs that are a result of oversigh' findings and
implemented recommendations;

(d) quality - successful disciplinary actions and fund recoveries a: a result of
investigations conducted; and

(e) visibility - not merely reporting to governing bodies and outsiders, but preparing
effective, action-oriented reports that people will read, that will help deter potential
offenders, and that will lead to prompt and significant corrective action within the
organization.®'

59. In the United Nations system as a whole, there is a long way tc go on these
measures. Audit and evaluation guidelines have made considerable progress, >utinspection
and investigation are not well-developed or professionalized. System-wide oversight
coverage is often very thin, particularly as small headquarters units strugyle to oversee
worldwide field programmes. Some internal audit groups do "keep score" of the percentage
of their recommendations implemented and the cost savings they achieved but many do
not and almost none report them publicly. Data on investigations is alsc very limited,
leaving open the question of how serious the problem really is. And wtile evaluation
reports have been fairly widely distributed. internal audit and management setvice and other
units remain almost invisible outside and sometimes even inside their organi::ations, which
hampers organizational credibility.

60. It is clear that the larger agencies, particularly those with extensive field operaticns
worldwide, must cope with many more oversight pressures and responsibilities than the
small, specialized technical agencies. But all the organizations, within the context of their
specific circumstances, should carefully consider how best to deal with these existing
performance constraints.

61. The above considerations, however, do not fully address the longer--un success of
internal oversight units, as related to overall organizational performance and services
provided to Member States. For this purpose. a second framework of broader oversight
issues must be considered:*?

(a) interest - the many recent and new accountability and oversight initiatives and

reforms appearing in the system, as discussed throughout this report, indicate much greater
interest and concern with these issues in the United Nations system than in the past;
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(b) trust - this renewed interest also indicates that the need to reassure governments
of the system’s effectiveness (as cited by the ACC in 1982, see introductory quote)
continues, and is even heightened by public cynicism and mistrust of the performance of
large public and private institutions in general;

(c) vulnerability - the recent rapid growth in resources and global field operations of all
kinds clearly increases the vulnerability of overall United Nations system piogrammes to
waste and mismanagement;

(d) value-added - ensuring that the organizations are producing usefu services .or
Member States and are maximizing the resources entrusted to them is the core chalienge
which the internal oversight units and other accountability processes and systems discussed
in this report must continually and convincingly address.

62. A third and final framework comes from a 1980 inter-agency analysis of the problems
of establishing evaluation. Although the organizations have made prog-ess in many
oversight areas since that time,this analysis is still very relevant. As adapted here, it
identifies critical elements of the "organizational culture” in United Nations system
organizations which can seriously hamper the performance of internal oversight units:

(a) weak support, especially from top management and governing bodies;

(b) credibility of oversight findings, requiring a rigorous professional appioach to make
findings authoritative to users;

(c) failure to define (and obtain agreement on) the purpose of specific oversight reviews;

(d) inadequate feedback and marginal use of oversight findings;

(e) uneven application of existing oversight policies and methodologies, a1d weak "pre-
conditions"”, especially unclear organizational objectives and targets and poor programrne
and project design;

(f) insufficient clarity of roles and responsibility for oversight work;

(g) resistance to change/ involvement of staff, emphasizing the "human factor" as well
as technical oversight methodologies, by recognizing the importance of staff uinderstanding
of, and participation in, organizational performance improvement;

(h) non-compliance and absence of incentives, with real rewards and recognition
required to encourage good performance, but decisiveness and consistency e:sisential where
problems exist and corrections are needed;

(i) loose application of oversight terms, particularly in casually labeiling niscellaneous
studies as evaluations, audits, inspections, or investigations although they do not meet
proper standards;

(j) unrealistic expectations, putting too many hopes on modest oversight activities to
solve problems that in fact lie deep within the managerial and programming systems of the
organization; and

(k) the "piece-meal” approach, trying to improve oversight by addressinj any one or a
few of the above problems, rather than taking a steady integrated approach to
organizational performance improvement.**

63. This list of problems, and particularly the last two, underscore the fa:t that internal
oversight units are only one factor in organizational oversight, management improvement,
and accountability. They can by no means carry the load by themselves. Six other areas
are also critically important, as discussed in the following six Chapters. Th: first of these
areas - sound management control systems and effective use of information technology -
includes two quite critical elements. If they are absent, effective organizational
performance, and the work of internal oversight units, becomes vastly more difficult.
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lll. MANAGEMENT SYSTEMS

64. The management systems and processes of the organizations are a second key
factor in improving accountability and oversight. This Chapter discusses two important
components in this area: first, the oldest topic and the one most taken for granted - internal
controls; and second, the newest, most challenging and rapidly changing o1e - the use of
information technology.

A. Internal controls

65. Internal controls go as far back in the organizations, or even furthet, than internal
audit units. They are generally considered as simple compliance tools. However, during
the early stages of this study, several organizations referred thé Inspectors to a recent
four-volume study which analyzes in depth an integrated internal control framework,
reporting, and evaluation tools to assess the internal control system. The s:udy is a most
useful reference, because it emphasizes the need for organizations to continu:lly review and
rethink their internal control systems, provides careful definitions to o sercome past
misunderstandings, and updates the role of internal controls in modern mar agement.?*

66. The study emphasizes that internal controls seek to keep an organiza:ion on course
toward achievement of its mission and to prevent surprises. They promote :fficiency and
effectiveness of operations, reduce risk of asset loss, and help ensure reliabil ty of financial
statements and legal compliance. The study identifies five main components of internal
controls:

(a) control environment - the foundation which sets the tone of an organization, based
on:

(1) the integrity, ethical values and competence of its staff;
(2) the operating style and management philosophy;

(3) the system of delegation of authority and responsibility;
(4) management of human resources: and

(5) oversight by governing bodies;

(b) risk assessment - identifying and assessing risks that could jeopardize achievement
of organizational objectives;

(c) control activities - the policies and procedures that help ensure that management
directives are carried out:

(d) information and communication - keeping staff informed and aware of their
responsibilities, and producing reports and information that provide the internal (and
external) information needed for policy-making throughout the organization, and

(e) monitoring - assessing the quality of the internal system’s performaice over time.

67. These components are linked together to form a synergistic and inteijrated system
that should be able to react dynamically to ~hanging conditions. They also entail
responsibilities, especially for the executive head who must set the tone for the entire
organization and assign responsibilities to others. In addition, financial officers are
particularly important; governing bodies must provide governance, guidance ind oversight;
and the internal auditors must assess system effectiveness. Finally, all emgloyees should
incorporate awareness of and responsibility for internal control in their job de:icriptions (see
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also Chapters IV and V on the importance of establishing a "management ctlture” and a
sense of responsibility for organizational performance among all staff throughout an
organization).®®* This ambitious and comprehensive perspective on internal controls
suggests many actions in organizations that go far beyond the "follow the rules” or "read

the manual” approach.

68. Asindicated in Tables 5.A and 5.B in Part |l of this report, aimost all the crganizations
in the United Nations system have been upgrading their computerized financ al and other
control systems, or installing new ones. More broadly, and in the spirit of the internal
controls study cited above, many organizations have been or are now workingc, sometimes
with consultants, to reassess and streamline their overall financial control rules, regulations
and systems in a relatively comprehensive process.

69. Perhaps the biggest change is under-way in the United Nations Secretariat, due to
General Assembly pressure. Because the United Nations Board of Auditors identified more
and more problems with financial procedures and controls, the Assembly called on the
Board and the Advisory Committee on Administrative and Budgetary Questions (ACABQ)
to give increased attention to internal controls. In resolutions during 1990, 1981 and 1992,
the Assembly illustrated the range of internal control issues that governing bodies want to
see improved, calling repeatedly for actions concerning:

- more audit coverage and follow-up on audit recommendations;
- confidential reporting of fraudulent resource use;

- stringent inventory controls;

- more effective control of allowance and benefit payments;

- strict compliance with rules governing unliquidated obligations;
- abuses in income tax reimbursements;

- more transparent and cost-effective purchasing policy:

- better control of short-term hires;

- recovery of misappropriated funds; and

- criminal prosecution of those who commit fraud.*®

70. In response to these and other concerns, the Assembly also called, inits resolution
48/218, for the Secretariat to establish "a new and effective system of accou ntability and
responsibility no later than 1 January 1995. “3?7 The Secretariat has prepared a report in
response to this guidance, which, if implemented, could represent the maost extensnve
updating of internal control components ever undertaken in the United Nations system.”

Secretariat officials hope in particular that their Integrated Management Inform.tion Systern
(IMIS), now under implementation, will provide such internal control processes as full real-
time post management, fully-integrated personnel/payroll functions, automated assessment
of staff entitlements, integration of procurement and financial obligations, integrated
inventory and financial records, on-line cataloguing, and a new account code structure.

71. The organizations do not presently have the managerial capacity or the resources
to undertake continuous internal control reassessments. Nevertheless, as indicated by the
above initiatives, existing internal control policies and procedures are no longer being taken
for granted. Several other internal control aspects with a broader common si¢ nificance are
also worth noting here.

72. First, during 1992 and 1993, CCAQ held a series of meetings of seniot accountants
of the organizations to develop a body of United Nations system accounting standards
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which organizations would, as a first step, apply to their accounts for the financial period
ended 31 December 1993. In developing the standards, the organization:; drew from the
standards of the International Accounting Standards Committee, and wvorked in close
collaboration with the Panel of External Auditors (see Chapter VII).. The standards were
presented to, and welcomed and approved by, the General Assembly in 1993, with a
follow-up assessment report to be made in 1996. In the context of the evolution of these
standards, work is now under-way to develop a harmonized presentation of the financial
statements of the organizations.*®

73. Second, some United Nations staff representatives have observed that Staff Rule
112.3 already provides a powerful tool for accountability and control, if imglemented. This
rule states that:

"Any staff member may be required to reimburse the United Nations either partially or
in full for any financial loss suffered by the United Nations as a res.lt of the staff
member’s negligence or his or her having violated any regulation, rule o administrative
instruction."”

74. This concern has already been responded to in UNDP. In September and Octcber
1993 the Administrator issued guidance to firmly support an accountability culture,
including full and prompt enforcement of UNDP Financial Rule 103.2 on the f nancial liability
of UNDP officials for action contrary to these Rules and related instructiors. A Stancdling
Committee was established to review cases and the liability involved with s :nior managers
held "first and foremost" accountable ** UNDP is currently refining th2 work of the
Standing Committee in consultation with other United Nations and UNDP t nits and based
on experience gained, to unify the administrative re.overy and disciplinary processes.
UNDP has also developed a summary analysis of its accountability mechanisms and a
flowchart of the process.

75. In its report for the 1992-1993 biennium the United Nations Board of Auditors
welcomed the UNDP Standing Committee as an innovative mechanism for oversight in the
United Nations system, and saw much merit in its activities, as it sends a clear signal to
staff that they are responsible for the propriety of their actions.®' In adcition, a United
Nations ad hoc group of experts recommended in September 1994 that the Secretary-
General monitor the UNDP Committee’s experience and consider establishing a similar
mechanism in the United Nations, as a process to strengthen the deterrence of fraud and
other misconduct.*?

76. The Secretary-General had already prepared a preliminary report in 1993 to explore
possibilities for recovery of misappropriated funds.*® Several other orgarizations noted
to the Inspectors that they are considering renewed attention to clarifying guidance and
more actively applying rules concerning fund misuse that are similar to the United Nations
Staff Rule cited above. The Inspectors believe that other system organ zations shculd
consider the UNDP initiative and experience in deciding on their own future actions in this
important area of personal responsibility and financial liability.

77. Third, the concept of "integrity" has often been invoked in recent yeiirs in persorinel
policy dialogue, since the United Nations Charter states in Article 101 that the "highest
standards"” of integrity shall be a paramount consideration in the employment of staff and
the determination of their conditions of service. In their 1993 report on accountability and
responsibility in the United Nations Secretariat. the Inspectors noted that th : existing Code
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of Conduct in the United Nations system was issued in 1954, 40 years ago.** It was

reissued by the Secretary-General in 1982.%° but was never updated. The Inspectors
believe that it is long past time to issue comprehensive guidance so that the expected
standards of ethical behavior in the organizations of the United Nations system are up-to-
date, clearly stated, and can and will be enforced.

78. In the August 1994 report cited above, the Secretary-General stated that the 1954
standards of conduct, while sound, were never intended as a substitute fcr mandatory
rules, and do not reflect the responsibilities and circumstances that United Nations stalf
confront 40 years later. The United Nations Secretariatis now reviewing and updating the
entire 1954 standards to enact a truly comprehensive code of conduct for the (Jrganizatior,
which will identify specific ethical guidelines.*® The International Civil Service Commission
(ICSC) hopes to undertake a comprehensive review of the Code of Conduc: and issue a
revised Code in 1995. Other individual organizations might well want to deve op their own
ethics code as an adjunct to the system-wide product. '

79. Fourth and finally, most of this JIU report is concerned with developing,
encouraging, and supporting good management, in an environment with much more
creativity, flexibility, and emphasis on results. But every organization must also deal with
bad management and managerial incompetence, which reflect not only unw se decisions
and actions of individual managers, bu. broader problems in the entire organization’s
structure, culture, and/or policies.®” Poor management by a few manager: can greatly
damage programmes, demoralize staff, weaken the public image of an organization, and
undermine the good work of many other people. Internal controls are the first line of
defense to quickly identify problems of mismanagement and initiate corrective action, but
good managers and a strong managerial culture are key elements to keep internal control
difficulties to a minimum (as highlighted in Chapters IV and V following).

B. Information technology

80. The introduction to this report noted four dimensions of accountability compliance,
negotiated, professional/discretionary, and anticipatory. None of the componets discussed
in this report more clearly fits the professional and anticipatory accountability dimensions
than efforts by the organizations to respond to and best use information technology.

81. Information technology is a dramatic development that is transfor ning modern
management and organizations. It is changing with awesome rapidity and w Il continue to
do so, and it is a complex and difficult area to master. However, recent management
analyses suggest that significant productivity gains are now being realized froin information
technology applications, evenin "white-collar” service industries. The curren’ situation has
been compared to the introduction of electricity in industry at the beg nning of the
twentieth century: it took managers of that era about two decades to figuie out how to
make the best use of their newly electrified factories.

82. The organizations of the United Nations system are currently attempt ng to keep up
with information technology and its uses in a series of significant areas, a ta: k made much
more difficult by the small information systems staffs and many competing demands for
information technology resources in the organizations. As outlined very briefy below, their
basic information technology tasks include ensuring effective and up-to-date computerized
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administrative and control systems, developing substantive on-line data biises and new
information dissemination channels and establishing new management :ontrols over
information technology.

83. More importantiy. each organization has the further responsibility of carefully
addressing the broader stages and challenges of effective information technology use:

(a) "office automation” and installation of networks.

(b) comprehensive programme management (not Jjust administrative! informaticn
systems;

(c) a guiding organizational information systems strategy; and

(d) thorough workflow analysis to determine how best to apply informaticn technology
to operations to enhance organizational efficiency and performance.

84. As discussed in the preceding section, many of the organization: are further
computerizing their financial and personnel administration systems. The largzst and most
costly development effort in the United Nations system, the Integrated Management
Information System of the United Nations. has been under development sinc: 1990 at an
anticipated cost of up to US$70 million by 1997  The "first release"” of thi: system has
been implemented, with work now spreading from New York Headquarters to other United
Nations duty stations.®

85. In addition, the organizations have also been using information technology to
develop many specific systems and data bases for their various substantive programmes.
For example, a recent survey in the United Nations Conference on Trade and Developmernt
(UNCTAD), not a large organization, found 28 different computer systems which need to
be assessed in a coordinated fashion for orderly future development. In addition, the
organizations have been active in producing substantive applications softvsare for use
worldwide, as catalogued by the Adwisory Committee for the Co-ordination o Information
Systems (ACCIS).*°

86. There have also been some significant inte: -agency activities. The AC(: established
a Senior Level Task Force on Information Systems in 1993, to consider hovs the United
Nations system could make its information more available to the public. Recugnizing that
today’s technology could provide major operational benefits as the United Na ions system
seeks more coordinated and effective programmes, the Task Force reviewed alternatives
for network infrastructure and decided that the United Nations system should concentrate
its efforts on interlinked information systems The ACC broadly endirsed thes=
conclusions, and launched a restructuring of inter agency mechanisms in tlis area (see
Chapter V). The JIU is presently completing a detailed study, to supplement its studies of
1972 and 1982, on the use of telecommunications and related information tec hnologies in
the United Nations system.

87. A central activity of almost all United Nations system organizations s to gather,
analyze and disseminate information worldwide in their fields of expertise. In this respect,
the Internet, a worldwide computer network with some 30 million users and a ‘apid month-
by-month growth rate, offers United Nations organizations major new oppc¢rtunities for
collaborative work, a new mechanism for disseminating information to the entire global
community, and an opportunity to make the organizations immediately acuessible to a
worldwide group of users and researchers " The ACC Task Force recognizec the Internet
as a promising alternative with very wide coverage in many parts of the world. Atleast a
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dozen agencies are already making some ot their information available via th:: Internet, and
ACCIS produced a guide on using it.°" The Inspectors also believe that the developments
and dynamics of the Internet are an important doorway to the future in global
communications, and deserve the closest attention and effective use by the organizations.

88. At the same time, the United Nations system must also maintain its e xisting printed
documentation, in order to serve Member States at all stages of informition systems
development worldwide. ACCIS published an extensive series of guides, d rectories, and
registers on United Nations substantive activities. In addition, an ACCIS T :chnical Panel
on inter-library co-operation, standards, and management dealt with information sharing
matters, in the context of recommendations made in a 1992 JIU report on an integrated
library network.>?

89. Finally, these information system and information technology efforts require new
management controls and responsibilities in all the organizations. Two such areas, as
discussed in recent ACCIS reports, are issues and guidelines for the management of
electronic records®® and for information system security.*

90. The above list of information projects is already crowded, but it still ¢cmits the most
important infornation technology tasks. A 1994 survey of almost 800 international
information executives in North America and Europe found that thei  present top
information priorities all concern the use of information technologies and networks to
support overall organizational strategies and objectives, and to change processes and
procedures:

- reengineering organizational processes;

- aligning information services with corporate goals;
- organizing and using data; and

. establishing cross-functional systems.*®

91. The United Nations system organizations, however, with their modes! resources and
past low priorities given to information systems development, have fallen far behind this
pace. In fact, they are currently striving to develop those information sys:em areas that
were priorities in 1989 for the 800 organizations in the survey cited abcve: setting up
system infrastructure, updating and integrating systems, adapting technolog'/ and staff, and
developing aninformation-services strategy. Within this "intermediate stage' of information
technology evolution, the Inspectors wish to note four important areas where the
organizations of the United Nations system are becoming increasingly actie.

92. First, many of the organizations have made quite extensive progress in the past tew
years in "office automation”, installing personal computers for the use of : Imost all staff.
The rapid current spread of local area networks facilitates this trend. fhe process is
complex and requires much staff training and on-the-spot support activity. Many of the
benefits will require determined effort before they emerge. Nevertheless, this process is
already starting to make significant differences. Office networks are a very important tool
for breaking up bureaucratic rigidities in the organizations, allowirg much freer
communication, permitting much greater sharing of needed information and teamwork, and
facilitating much more rapid and responsive decision-making than in the past.

93. Second, it is clearly essential to develop a comprehensive inforination systems
strategy to guide subsequent development and ensure that information teciwnology is being
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effectively used to carry out the organization’s most important programmes. Unfortunately,
as this sequence of paragraphs suggests. some organizations have forged ah :ad with office
automation without first establishing a firm strategy. However, as shown in “ables 6.A and
6.B, several of them are working on this critical step: a particularly extensive process has
been established in the International Telecommunication Union (ITU),%® an{ efforts have
been taken, are under-way, or are now planned in many of the other agen:ies.

94. Third, the most challenging but also one of the most potentially useiul information
technologies is managerial decision-making systems that incorporate not just financial and
personnel information, but planning, programming, and performance inforr ation as well.
This type of integrated information system is very important to enhance de cision-making
and programme implementation throughout an organization. Asindicatedin 1ables 6.A and
6.B, several agencies have systematically explored or are entering into this daunting but
essential process. The Inspectors were particularly impressed with the effort: and progress
being made by the United Nations Children’s Fund (UNICEF) to -develop and establish a
Programme Manager System to provide a unified and worldwide programme: information,
executive decision-making, programming and management system.%’

95. Fourth, this report’s sub-theme of the importance of systematic work analysis
emerges once ayain in the information technology realm. In a report a decade ago on
changing computer use, JIU stressed the essential "productivity-enhancement" nature of
computers. It urged the organizations to use computerization to analyze, re-1hink, modify,
enhance, combine, or eliminate organizational tasks to improve programmes and services
to Member States.®® Similarly, a 1987 United Nations evaluation of computeiization found
that most units were not benefitting from new technologies since tt ey failed to
concurrently reorganize work flow and methods. The report urged that such analyses he
done, and that productivity gains found in other organizations be closely followed and
introduced as well.*® Secretariat officials said that their new Integrated Management
Information System (IMIS), which is now being implemented, included work flow analysis
at Headquarters, will incorporate internal automated controls, and is currently applying
workflow analysis in Geneva and will also eventually do so at all other duty stations.

96. The organizations in general still seem to do little of this ana ytical work.
Unfortunately, they may merely be automating existing work patterns. This is perhaps
understandable in light of all the above systems analysis tasks versus scaice analytical
resources. Recently, however, powerful new software programmes have mad: "workflow"
a very potent and fast-growing productivity tool. These programmes chart work-flows,
track progress in all stages, pinpoint bottlenecks, prompt corrective action, and encourage
staff initiative, with often quite impressive cost-savings and performance -esults. The
Inspectors believe that the organizations need, amid ail the other pressing ta:ks above, to
make determined efforts to apply this very important new analytical tool to ¢nhance their
operations.

97. These many changing aspects of information systems developmet show the
dynamism of the area. The organizations have had difficulty keeping up, but a sound
information systems strategy and priority work in this area are essential to allow them to
strengthen overall management and responsiveness, enhance accountability and oversight,
and use the power of information technology to best implement their future yyogrammes.
As noted earlier, the JIU is considering a review for 1996 of the use o information
technology to enhance managerial processes and substantive programmes in the United
Nations system.

/oo.



23 -

IV. HUMAN RESOURCES MANAGEMENT

98. The third major component of accountability and oversight in the organizations is
found in their managers and staff. In contrast to older ideas of "personnel adininistration”
or "personnel services"”, human resources management views staff not just as production
inputs to be administered, but as essential human assets to be carefuly selected,
encouraged, managed, and developed in a continuous process of o-ganizational
strengthening. The human resources approach, along with information technology, is
perhaps the most significant new development which is transforming c¢intemporary
management and organizations.

99. The human resources approach involves basic changes in staff atti udes and in
organizational culture and procedures. Human resources management encourages
innovation, creativity, risk-taking and team effort, as opposed to rigid procedcral rules and
narrow individual performance goals. Human resources considerations should be firmly
integrated into the organization’s strategic planning (discussed in the next Chapter). They
should also help to restructure internal control mechanisms to provid: necessary
accountability and oversight measures while eliminating burdensome layers ¢f authority.

100. An organization needs to plan how best to deploy its human resources, to organize
the work flexibly to meet changing requirements, and to establish effective oerformance
rewards or sanctions. These tasks require a human resources department, and programme
managers throughout the organization, who can plan and manage the entire human
resources cycle of work force requirements and availabilities, recruitment and placement,
performance appraisal, rewards and sanctions, and training and developmen: .%°

101. The ICSC has been advocating an integrated approach to humén resources
management for over a decade. As a cornerstone of human resources manag:ment, it has
developed common grading standards for the classification of posts, rationalizing internal
pay differentials and providing basic, functional job data. In 1982 it presented a study on
the concepts of career, types of appointment, career development and related questions to
the General Assembly, and stressed the need for a comprehensive approac to efficient
management of human resources in the international civil service.®'

102. In support of the comprehensive approach. ICSC has developed a series of policy
products over the years to assist the organizations in building their humain resources
systems. |t has issued, for example, a human resources planning model and a number of
studies on recruitment sources, interviewing techniques, and testing, as well as a
performance management package. However, successive monitoring -eports have
indicated a general lack of coherently developed human resource management systems.

103. Some organizations have made quite significant progress. Arecent UNDP brochure,
for instance, outlines its efforts to improve human resources managemert by building
capacity, upgrading skills, and introducing or reforming human resources management
systems. It identifies major changes made in the last five years in ten differe nt areas, and
outlines a human resources strategy for the future, as its next round of "managing
personnel for change".®? The Inspectors wish to highly recommend this brochure as a
comprehensive but very succinct overview of a dynamic human resources system for
coping with continuing organizational change.
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104. Managers throughout an organization are recognized more and mor: as the key to
effective human resources management. A 1993 UNDP administrative circ ilar is devoted
entirely to the responsibility and accountability of programme managers tor the way in
which they supervise, communicate with, develop and support all staff members entrusted
to their management.®® Similarly, the General Assembly, in calling for the establishment
of a system of accountability and responsibility in the United Nations Secretariat by 1
January 1995, specified that it should include:

"A mechanism ensuring that programme managers are accountable for thz effective
management of the personnel and financial resources allocated to them.%*

105. The JIU recently issued a report on the advancement of the status of women in the
United Nations Secretariat. A Chapter entitled "A proper human resources approach"
discusses how major personnel issues such as women’s status and advancement can be
better handled in the future. It explores past personnel administration practi:es versus the
recent strong commitment of the General Assembly, the Secretary-General, and United
Nations staff to new personnel approaches which emphasize dynamism, transparency,
dialogue, and results. It then proposes a new integrated human resources approach, with
an emphasis on strengthened human resources management capacities, much more
transparent progress reporting, and measures to ensure accountability and follow-up for
human resources programmes in the future.®® In partial response, the Sec:-etary-General
issued a report in late 1994 promising to develop a strategy to "modernize and re-energize"
human resources management in the Secretariat.®

106. In this Chapter the Inspectors outline two key areas of human resources
management that are of great importance to enhance accountability and o\ ersight in the
organizations. One is management development, especially training. The second is closely-
related management improvement activities. A third and perhaps even more important
component, performance management, is discussed in Chapter V.

A. Management development and training

107. The data in Tables 7.A and 7.B in Part Il of this report show the mixed picture for
management development and training in the organizations of the United Nztions system.
Some organizations like UNRWA, UNICEF, UNDP, UNFPA, ICAO, ITU, UNESCO, and the
United Nations Industrial Development Organization (UNIDO) have made some real progress
inrecent years toward coherent management development and training programmes. Other
organizations, such as the United Nations, the United Nations Centr: for Human
Settlements (UNCHS (HABITAT)). the United Nations Environment Programme (UNEP),
WFP, FAQ, the International Atomic Energy Agency (IAEA), and the International Labour
Organisation (ILO) are now starting such programmes. In addition, UNHCR has established
a strategic framework and a comprehensive, multi-year project to develop a new human
resources approach and organizational culture through a Career Management System: one
major component is intensive management development training.’’  Still other
organizations have only ad hoc management training courses, or rely on occasional external
training.

108. CCAQ has been active in this field for years, through regular sessicns of its Sub-
committee on Staff Training. Although action was limited for many of these years, it has
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accelerated recently as the above agencies have established their management
development programmes. [CSC, which under its statute has responsioility for the
development of training programmes, including at the interagency lev:l, has been
channelling its efforts through the CCAQ Sub-Committee. In 1993 ICSC promulgated
guidelines for the evaluation of training that were developed with the Sub-Commiittee, and
in 1994 ICSC recommended to the organizations a series of training modules for
performance appraisal designed in collaboration with the Sub-Committee.

109. A 1993 CCAQ Sub-Committee report on staff training emphasized that management
development (of which management training is only one component) is an ir tegral part of
human resources management, a powerful instrument for change, and a critical factor in
developing the staff needed to meet the strategic goals of the organizatons. It also
emphasized prerequisites for establishing a successful management development
programme:

(a) top management support and visible commitment;

(b) integrating the organization’s strategic vision into management develo yment efforts
and into human resources management and planning as well:

(c) a "learning climate" in each organization, highlighting new manacement skills,
techniques, and training needs; and

(d) the direct involvement of managears to help the management develc pment effort
succeed.®®

110. The CCAQ review, however, showed that there is still much to do. Nlore than half
the agencies responding did not have a management development prograryme, and the
management training offered is often rather unrelated and haphazard. Fund ng is limited.
Training for use of new technologies is inadequate. Management development still
emphasizes training and is not well integrated into human resources management.
Measures to assess training results are not well-developed, and problems witt performance
evaluation and rewards programmes also hamper progress. Above all, str:ngthening is
needed in the management systems that support management development, in managerial
competencies, and in organizational values, particularly the "accountability of

managers".%®

111. A number of United Nations system agencies still do not have management
development programmes. An overall lack of funds for training is the basic problem. In
large agencies with sizeable training programmes, funds have traditionally >een oriented
toward language training, which has hampered the development of other forrs of training.
Management development is a major, continuing undertaking for an organiza:ion, and calls
for a serious financial commitment.

112. In a 1992 review of training as part of human resources develcpment, ICSC
observed that training should serve both the needs of management for improved
organizational efficiency and the career development of staff. It stressed, rowever, that
in the drive for enhanced managerial effectiveness the training needs of staft should not be
overlooked. A decade earlier, the Commission had recommended to the o-ganizations a
model for the assessment of training needs which it saw as an essential first step toward
evaluating training utility and impact. ICSC also viewed the 1993 guidelines for the
evaluation of training mentioned above as an essential corollary to help generate increased
support for effective training programmes. As a means of optimizing sca‘ce resources,
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ICSC saw its role as fostering an inter-agency approach to the managemen - development
and general orientation of staff.”®

113. Two significant inter-agency initiatives are under-way in this area. Performance-
based work tasks are the basis for assessment of managers in most agen:ies, but they
have generally not been supported by the development of managerial (ompetencies.
Therefore, CCAQ has introduced the idea of core managerial competencies in the United
Nations common system, and work is proceeding in this area.

114. In early 1994 a CCAQ working group reported on the importance of 2stablishing a
“performance management culture” in the United Nations system. The repcrt stated that
experience in Member States had clearly shown that management competencies were
central to a rigorous system of performance review for managers, and it pres::nted a series
of principles and active inter-agency procedures to develop such a system.’”’ This
important initiative continues under active inter-agency discussion. The CCAQ Sub-
Committee on Staff Training is also developing a model framework for management
development and training to underpin efforts relating to the introduction of greater
management effectiveness and accountability.

115. In addition, the Consultative Committee on Programme and Operatiora! Questions
(CCPOQ) has launched and sponsored a collaborative inter-agency training effort to
strengthen the concept and the role of the team of United Nations ievelopment
organizations at the country level, and to make the Resident Co-ordinator ;ystem more
effective in support of national development efforts. The training is provided by ILO’s
International Training Center at Turin, Italy.”> Since 1991, over a dozen workshops on
management of field level coordination have been carried out, both at Turin and at country
level, in response to General Assembly resolutions.”?

B. Management improvement programmes

116. The above section describes efforts to establish and expand inanagement
development and training programmes within an overall human resources inanagement
system. Another key component, still in its infancy in the United Nations syste m, deserves
mention because of its importance to a performance culture in the organiziitions in the
future.

117. For years, various "management improvement"” programmes have be:n applied in
organizations worldwide with varying results. These efforts began with employee
suggestion boxes and cost-reduction efforts and have since expanded to job enthancement,
quality circles, and other techniques. The approach which is receiving the most attention
and application recently is "total quality management” (TQM), an approach vshich is now
also appearing in some United Nations organizations, and was the subject of a CCAQ
workshop in 1992.

118. Total quality management strives to achieve continuous quality irprovement,
through organization-wide efforts which analyze operational responsiveness and
performance based on facts and data. TQM recognizes that organizations, including those
in the public sector, have not only internal but external customers whose needs must be
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met. It emphasizes involving people - their ideas, initiatives, and creativiy - as critical
forces in steadily improving organizational services.

119. One of the basic strategies of TQM is collaborative efforts to solve p ‘oblems. This
"team building" is not only an important part of the TQM process, but an important
emphasis in modern management practices today. To really improve public sector
management, however, team-building requires:

(a) top management support and new, non-bureaucratic processes;

(b) more flexible career development patterns and structures to facilitite temporary
task-oriented teams;

(c) training in how to work as a team; and

(d) dealing with new operational questions to enable teams to more effectively
coordinate their work, reach decisions, enforce team discipline, and be rew.rded for their
accomplishments.

120. Another management improvement process presently receiving a great deal of
attention worldwide is organizational "reengineering”. Emerging from earlier "cost
reduction” efforts, reengineering has been widely used for restructuring and "downsizing"
in organizations forced to reduce their operations because of financial or funding proolems.
However, it can have great overall value in healthy organizations as well, as a continuing
analytical tool to cut waste, free up resources, and streamline operations, i.:., to question
every aspect of existing procedures to find better and more efficient ways o doing things.
Whether implemented through a TQM programme, internal oversight or management
services units, streamlining of internal controls, or information syst:ms analysis,
reengineering can bring significant changes by:

reassessing organizational purpose;

repositioning the organization to provide significant services;
reconfiguring structures for smoother work flow;
restructuring to make jobs match the reality of the work; and
revitalizing the organization for on-going competitiveness.”

121. As shown in Tables 8.A and 8.B in Part |l of this report, managemen: improvement
programmes and TQM-related activities are now either under-way or being established in
about half the organizations of the United Nations system, both large and s mall. Many of
these programmes are rather substantial, organization-wide efforts, which are or will be
carried out as part of a broader strategy to strengthen the management cultui e and enhance
the overall performance of the organization.

122. There is a long distance to go to install such initiatives generally ard firmly in the
organizations. However, these programmes do represent an effort to invol ve everyone in
an organization in accountability requirements, meet very necessary demands for enhanced
performance, and creatively and continuously address rapidly-changing organizational
circumstances, as discussed further in the following Chapter.

123. The small management services or management analysis units of the organizations,
identified in Tables 4.A and 4.B of Part Il of this report, should play a critical role in
launching and implementing such management improvement programmes. The
Management Coordination and Monitoring Unit of UNIDO, for instance, work s as aresource
for units throughout UNIDO to help implement quality management princig les.
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124. The UNIDO unit’s activities are based on the idea that a culture of empowerment
and responsibility is required if real and continuing improvements in oper: tions are to be
achieved. Its work includes reviewing improvements in transparency and reporting to give
managers the clear status reports and feedback that they need to manage ffectively, and
serving as secretariat to the UNIDO Policy and Management Committee to integrate its
management support and reform work firmly into overall operations.

125. The Inspectors urged the need to give much higher priority to management
improvement work and management services/analysis units in the organizations of the
United Nations system in a 1981 report (see discussion in Chapter II.C.). They hope that
the much stronger pressures for high-quality management and operational performance of
the 1990s can motivate more organizations of the system to make a specific policy and
resource commitment to creating or enhancing managementimprovement and analysis units
as an important part of their management cultures and overall operations.

126. As emphasized in each Chapter of this report thus far, regular critical -eassessments
of organizational routines are absolutely essential in dynamic organizations. Unfortunately,
such processes do not yet seem to be widely applied throughout the lJnited Nations
system. An excellent example of the need for such actions is a recent letter in a United
Nations staff journal. The author, a technical adviser, listed no less than 20 Secretariat
signatures that were required to approve his Asian field mission (not counting various
unknown initials also added to the papers).’® Certainly the adviser and all the managers
and staff involved in this process should be given much more meaningful tiisks than such
mind-boggling "red-tape" routines.
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V. STRATEGIC PLANNING AND PERFORMANCE MANAGEMEHMT:
THE INTEGRATED MANAGEMENT OF CHANGE

127. The preceding Chapters have surveyed the strengths, weaknesses, achievements
and problems of the various internal oversight mechanisms, management systems, and
relevant human resources management components in the organizations of the United
Nations system. Some significant progress has been made by the organizations overall,
particularly recently, in strengthening accountability and oversight and improving
management.

128. Due to modest resource commitments and partial reform efforts in many areas and
organizations, however, a tremendous amount remains to be done to meet ever-expanding
demands with ever-tighter resources. This Chapter deals with four eler ents that the
Inspectors find essential to enable each organization to best respond to constintly changing
missions, responsibilities, and conditions.

129. UNDP provides the most advanced example of these four elements, the first of
which is strategic planning. While often used in modern business, strategic: planning is a
relatively new innovation in public sector organizations. It moves away from traditional
hierarchical management to emphasize responsiveness to the public, high-quality services,
more creative use of staff, and an ongoing planning process that emphasizes the
organization’s mission and values. The strategic plan attempts to state as clearly as
possible what an organization is, what it does, and why it does it, and to de velop, adjust,
and update strategies to achieve the related goals and objectives.’®

130. In the fall of 1993 a Transition Team of UNDP staff prepared a "Chart.r for Change”
report on UNDP’s vision, goals, and strategies and the organizational changes required to
implement them, based on a series of studies done in UNDP over the last two decades.
Part li of the Team's report, on "Management challenges”, began by citing the need for a
new organizational culture in UNDP, drawing on enhanced substance, iiccountability,
extroversion, teamwork, and service. To become a more substantive organization, the
Team emphasized that UNDP needed strategic direction and planning, institutionalized in
a new, catalytic unit rather than diffused as in the past.”’

131. In November 1994 the Administrator of UNDP announced the estab.ishment of an
Office of Evaluation and Strategic Planning (OESP) in his Office, to make this function
distinct and fully recognized in the UNDP corporate structure. The new Office, with 12
professional staff for 1995, will inter alia facilitate strategic planning by the Administrator
and senior managers. It will interpret trends likely to affect UNDP and as;ess changing
circumstances and UNDP’s response. It will seek to strengthen organizational
accountability, and feedback and learning, as essential processes. It will also assist in
integrating the layers of policy formulation and implementation, support the review of
performance objectives and targets, and work to develop a change-oriented, analytical, and
strategic decision-making system throughout UNDP.’®

132. Two other organizations, one a medium-sized and one a smaller spec alized ageny.
have gone through the same multi-year progression of internal consultations . managemsnt
studies, extensive dialogue with governing bodies on reforms, and the esiablishment of
strategic planning processes. UNIDO established a Strategy, Policy and Flanning Office
(SPPO) in 1989, as the result of an extensive management review prccess. It was
converted into the Strategic Planning Office (SPO) in 1994, when a Management
Coordination and Monitoring Unit (MCM) was also established to support the process of
changing management culture and principles ’°
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133. The ITU has also undergone a multi-year dialogue and development process in its
governing bodies and secretariat, and has moved even further in many respe cts than have
UNDP and UNIDO. In 1991, a high-level committee reviewed the "Challeng:s of Change"
to ITU’s structure and functioning and launched a series of reform actions. In 1992 a
Strategic Planning and Policy Unit (SPU) was established for strategic plannir g, operational
analysis and internal audit functions. In 1992 an extraordinary Plenipotentia‘'y Conference
adopted a Constitution and Convention and new structure and working methods. And ITU
developed, and the 1994 Kyoto Plenipotentiary Conference adopted, an ITU strategic plan
1995-1999, including organizational and management strategies to enhance ITU
effectiveness.®

134. As indicated in Tables 9.A and 9.B of Part |l, the strategic planning concept is also
appearing rather rapidly as a major management initiative in other United N.ations system
organizations, often with considerable support from executive heads, governirng bodies, and
expert outsiders. Within the United Nations:

(a) UNCHS (HABITAT) working groups pursued a dialogue during 1994 on »ganizational
goals and strategies, change management, and monitoring of programime direction,
effectiveness, and impact;

(b) the International Trade Centre (UNCTAD/GATT) followed a 1990 future-oriented
structural review with a 1994 analysis of operations, future orientations, and an action
plan;®!

(c) UNEP introduced a Corporate Planning and Accountability Service (C?AS) in 1994
to help establish a new management culture and fulfill essential strategic planning roles, in
conjunction with new advisory and information systems development roles®’

(d) UNICEF’s goals and strategies are brought together under the Plan of Action for the
World Summit for Children of 1990 and National Plans of Action supporte:d by UNICEF,
with UNICEF giving "highest priority" to credibility,accountability and management
improvement in terms of programme impact and rasults;®

(e} UNFPA prepared a medium-term operational strategy in 1992 covering its evolving
roles and functions and necessary organizational adaptations;® and

(f) the WFP secretariat and governing body and a donor evaluatior provided an
extensive review in 1993 of WFP policies, objectives, strategies and lesson; learned.®®

135. Several specialized agencies, both large and small, are also moving towvard strategic
planning approaches:

(a) in 1994 FAO’s new Director-General urged initiation of a longer-term >rogramme of
strategic change, restructuring, management change, and improved management
systems;®¢

(b) in 1992 the ICAO Secretariat and Council worked to develop the structure for a
strategic action plan for civil aviation in the future;®’

(c) the ILO developed an Active Partnership Policy in 1994 as a major re.orientation to
bring it closer to its tripartite constituency in Member States, enhance the technical
services provided, and constantly adapt *he content and techniques of ILO action;®®

(d) The Universal Postal Union (UPU), a very small specialized agercy, has been
considering the establishment of a strategic planning framework and progran me budgeting
system following an extensive external review and discussion of its management and
functioning that began in 1992 %°

/ctn
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136. A second element is performance management. As defined by ICS(., which has
done the most extensive work in this area, performance managementis "the related issues
of how to evaluate/measure a staff member’s performance accurately and ob.ectively, and
how to use that information to enhance individual and organizational performance.” A
1993 system-wide review by ICSC disclosed that most performance appraisil systems of
the organizations are now "task/performance based", rather than concentrat ng on "traits
and conduct” as in the past. ICSC found most of these systems to be sound, but cited the
need for a performance-related management culture. This culture should ini:lude grea er
transparency and understanding of the systems among staff, firmer insistence on objective
and rigorous appraisal of performance, and adding competencies (necessary knowledge,
skill and ability standards needed in job groups) to task-based performance schemes.

137. During 1993 and 1994, there has been some significant progress in performance
appraisal and performance management systems in the organizations. ICSC has updated
and analyzed the key principles involved in successful performance appraisil.®® Several
organizations, including UNDP, UNICEF, UNFPA, ITU, UNESCO, and the World
Meteorological Organization (WMO), have established new performance appriisal systems
in recent years (and UNICEF and UNDP have already reassessed and are streng hening thern
further).?’ Other organizations such as UNHCR, UNIDO, and WFP are now establishing
such systems. And the United Nations has launched a broad effort to esta blish its own
new system and overcome its dysfunctional past performance evaluation piocesses and
constraints. A 1994 JIU report analyzed in some detail the key elements of effective
performance appraisal systems, and requirements for successfulimplementation of the new
United Nations system.®’

138. In support of these efforts, ICSC has developed a package of measures in the area
of performance management, including principles and guidelines for performace appraisal
and management, a framework for reward and recognition programmes, ineasures for
dealing with unsatisfactory performance, and training modules for performar ce appraisal.
In addition, the CCAQ has launched its initiative, which builds on the ICSC initiative, to
establish a rigorous system of performance review for managers throughout the United
Nations system and to help institute a "performance management” culture.®’

139. The CCAQ and ACC dialogue. which continues, has already agreed th it managerial
performance should be upgraded within the context of the performance management
systems of the organizations. Further, the approach must be pro-active, and must lead 1o
the creation of institutional performance cultures where effective performance, efficiency,
and accountability are prized objectives. Work is continuing in CCAQ )»n prototype
systems, guidelines, and frameworks to support the efforts already under-way in some
organizations.

140. A framework of mission statements, work plans, and performance standards,
common to both the strategic planning and the performance management systems and
mentioned as a sub-theme throughout this report. is the third element requirec to puli all the
accountability and oversight elements together. The framework and linkiage, again as
identified by a UNDP Work Planning Task Force, involves:

(a) goals and objectives for obtaining the organization’s vision, presented as a Strategic
Plan;
(b) biennial management objectives for major units to operationalize this f.trategic Plen;
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(c) a biennial budget and annual Unit Work Plans based on the management objectives;
and

(d) Individual Work Plans, based on the Unit Work Plans, which would e included in
Staff Performance Plans, as part of the human resources management process.

141. The direct connection of strategic planning, performance management, and mission
statements and work plans with accountability is already underscored in UNDP’'s new
approach. Its 1993 report emphasizes a strengthened culture of accountability as a
prerequisite. It then cites a series of steps to be taken to enhance accountability for
programme quality and impact and pursue the "highest standards of ethics, transparency
and managerial excellence"” of managers, in addition to existing efforts to er sure financial
and procedural accountability.®

142. A fourth element, more comprehensive programme performance assessment, is also
included directly in this framework. The Strategy and Management Committee of UNDP
has approved an effort to establish a new system for Programme Performance Audit
combining audit and evaluation, in a multi-year testing and consultation process. UNDP
was advised that mission statements, strategic planning, and a strong ccmmitment to
programme planning by management are prerequisites to the establishment of such a
demanding system, with its heightened emphasis on performance measurement and
analysis throughout an organization. As shown in Tables 9.A and 9.B, several other
organizations are also working on more comprehensive peirformance information and
assessment systems, with the diversity of approach indicated by their titles

- a Results Management system in UNEP;

- the Programme Manager System of UNICEF;?°

- the Programme Resources Management System of UNFPA;

- aproject performance monitoring system (COPR) and a Management and Appraisal
of Performance (MAP) System in WFP;

- a Programme Performance Assessment System in 1AEA;%®

- anew monitoring, self-evaluation and reporting system (MERS) in IL'J; and

- anew "service management process" in UNIDO.%’

143. The Inspectors have stated throughout this report their recogniti>n that each
organization must decide on its own accountability and oversight actions and reforms
relative to its own circumstances. On the matters discussed in this Chapter, however, the
Inspectors believe all organizations must act. For too long, "good managem:nt" has been
a quite minor action area in United Nations system operations rather than . top priority.
The current interest in accountability, balanced and enhanced internal overs ght units and
processes, streamlined internal controls, dynamic use of information technclogy, and the
widespread introduction of human resources management (as well as th: ever-tighter
financial resources) is exerting powerful pressures for change in the past bureaucratic
"organizational culture” of the United Nations system.

144. The 1973, 1982, and 1992 quotes which introduce this report make clear that the
organizations for many years had a heavy bias toward programme elaboration, inputs, and
"delivery of outputs” rather than toward questions of programme resuits and performance.
Recent governing body reactions indicate that the organizations have still not clearly and
convincingly demonstrated their commitment to effectiveness, and they zre now being
pressured to become much more responsive and flexible organizations for tie future. As
a recent advisory group on future United Nations financing concluded:

AT
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"The future credibility of the U.N. will depend in large measure on the ef'ectiveness of
its management, on the quality of its staff, and on improvements in its structure and
administration."”%®

145. Regardless of how far the individual organizations have progressed tovrard concepts
like the ambitious "Charter for change"” established by UNDP, the Inspectors recommend
that each of them at least establish or designate a single focal point unit, located in the
office of its executive head, to pursue strategic planning, performance man.agement, and
maximally effective accountability. This unit might be staffed by a few people or a dozen;
might include evaluation, information systems, or management reform or services units as
is being done in several organizations, and might have varying titles. However, its major
substantive functions should be to:

(a) regularly assess the changing mission, role, and responses of the organization;

(b) analyze, harmonize and catalyse all the managerial tasks and responsibilities
identified in this Chapter and this report; and

(c) support continuing strategic assessment and management improveme nt actions by
top management, and ongoing policy dialogue with governing bodies on thes¢ matters (see
further discussion in Chapter VIill).

146. The critical role of this focal point unit would be to strengthen «rganizational
flexibility and responsiveness: that is, to integrate the management of change.
Organizational improvement no longer involves discrete reforms and impro rements, but
demands a steady stream of adaptations as circumstances change. Just as internal
oversight activities must be balanced and coordinated (as discussed in Chaper il), overall
organizational improvement must be coordinated to avoid duplication, ccnfusion, and
dissipation of scarce resources among a variety of sub-optimal efforts.

147. "Managing change" is not just a slogan. It involves a major cultura shift for the
organization, and a major attitudinal shift for each staff member. Chanje is always
accompanied by fear and psychological resistance. To overcome these barriers, the
organizational leadership must redefine accountability to give employees greater freedom
and creativity in their work, but within a fair, firm and objective framework of
accountability, rewards, and sanctions. It must encourage high-quality performance
through supportive management systems and human resource development that focuses
on enhancing staff capacity to accomplish objectives and work plans. And it must
communicate openly and frequently to staff and governing bodies what changes are under-
way, why, and what they are expected to produce. In each of these areas, a focal point
unit can play the pivotal role.

148. The Inspectors recommend that the focal point units also address five important
issues: "contracting out", decentralization/delegation,"benchmarking,” conipetitiveness,
and "downsizing". First, "contracting out" of public service functions to spec alized private
firms has been gradually expanding in the public sector over the past decade It may often
be inappropriate, and is sometimes quite difficult to decide. However, the orianizations of
the United Nations system already contract out such services as equipment maintenance,
information technology, printing, translation, delivery of supplies, housekeeping, and travel.
UNDP’s contracting out of certain field audit functions, as mentioned in Chanster Il, shows
that this technique can be used for more substantive processes as well. Periodic
consideration of contracting-out possibilities has two great merits. The challe 1ge of outside
competition motivates internal units to cut their own costs and come up with new
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approaches and better service. It also enhances transparency by gatheing valuable
information about relative costs.

149. Second. many of the organizations, under the directives of the Gene ‘al Assembly
and their governing bodies, are engaged in major efforts to decentralize staff resources and
delegate authority away from their headquarters units to regional and field levels, and to
ensure sound management of, and increased accountability for, field-level programmes.
This is a major ongoing change in United Nations system structures and opere tions. It will
undoubtedly continue as the system receives new and urgent operational mindates, and
it will entail important new responsibilities and tasks for agency field repres:ntatives. A
recent, in-depth JIU report explored the key issues involved in this process,®® while a new
JIU report examines the important substantive benefits and substantial cost-savings
possibilities for the United Nations system of new approaches to the management of
common premises and services in the field.'® The continuing process of dec entralization
will thus have to be entwined with the above strategic and performance efforts and will
become another significant aspect of the work of the recommended focal po nt unit.

150. Itis generally recognized that greater accountability involves more "emg owerment",
i.e., greater delegation of authority to managers over human and financial re:iources, and
less and less burdensome "micro-management” throughout an organization. At the sama
time, it is extremely important that clear guidance be established. Only tien can the
important but delicate balance between programme managers’ creativity and flexibility and
top managers’ oversight responsibilities be established, through appropriate di:legations of
authority, adapted to the local conditions of the organization and under:;tood by all
concerned. Several organizations have recently done considerable work on this important
topic, and JIU will explore delegation issues as well in its 1995 review of management in
the United Nations Secretariat.

151. In this area of structural changes, the Inspectors would urge that any restructuring
in an organization shouid be part of an overali strategic plan; be carefully and t-ansparently
analyzed in advance; be fully discussed with governing bodies, managers and -itaff; and be
implemented in harmony with other ongoing change processes and requirerients in the
organization. The Inspectors noted in their 1993 interim report on accountability and
oversight, however, that the many recent restructurings in the United Nations Secretariat,
while the clear prerogative of successive Secretary-Generals, risk accentuating confusion
and blurring responsibilities. They can disrupt managers’ performance records, leave people
confused by complex new reporting and functional relationships and, wors: of all, may
actually serve to avoid accountabiiity through the turmoil of endless o ganizational
reshuffling.®’

152. Third, "benchmarking” is becoming a usetul tool in progressive public and private
organizations: it seeks to identify and utilize high-quality services or proces;es found in
similar organizations. Benchmarking is not a casual act of imitation. Buildir g on quality
management principies, it involves a careful analysis and comparison of underlying
processes, outputs, and results, to understand how the "best practice" fourd in another
organization can be used to improve one’s own operations and performance. The
Inspectors hope that the many innovative approaches and techniques identified in this
report will encourage the organizations to seek out, adopt, and enhance "bes practice" in
the various major areas of accountability, management improvement, and oversight, and
thereby improve their own operations and the future overall performance ¢f the United
Nations system.
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153. Fourth, in a 1992 report on co-operation with multilateral financial intitutions, the
JIU found that the operating environment for all kinds of international orge nizations has
become vastly more competitive than ever before. After extensive discussion with
hundreds of officials, they found ten factors that are very important for an organization’s
own success and survival, and for successful co-operative relationships with other
organizations as well. They are:

1. Performance: timely, effective delivery of a needed service;
2. The niche: identification or development of the organization’s areas o ' comparative

advantage;

3. Value-added requirement: providing a clear value or service which others cannot
match;

4. Pragmatic relationships: concentration on meaningful co-operative contacts at
appropriate levels;

5. Strategic approach: formulation and articulation of a soundly-conceiv :d approach;

6. Market-oriented outlook: active responsiveness to clientele needs;

7. Organizational flexibility: an action-oriented and adjustable organizaticnal structure;

8. Factual self-promotion: realistic publicity concerning cap ibilities and

accomplishments;
9. Competitiveness: constant performance improvement;
10. Quality control: concentration or results.'®?

154. Since 1992, the international financial and operating environment has become even
more demanding for all private and public organizations worldwide. For tneir part, the
organizations of the United Nations system increasingly recognize that they riust compete
for scarce programme funds with other international organizations, non-ijovernmental
organizations, bilateral governmental organizations, private firms, and consulting firms.
Most challenging of all, they must compete with powerful domestic programme funding and
deficit reduction pressures in major donor governments.

155. An examination of the Tables in Part Il of this report, particulerly Tables 1
(resources), 9 (major recent reforms and initiatives), and 14 (major recent external reviews)
indicates that the United Nations system organizations funded entirely, or alinost entirely,
by voluntary funding (UNHCR, UNRWA, UNICEF, UNDP, UNFPA, and WFP) or those that
have recently experienced severe funding cuts (UNESCO and UNIDO) have been among the
most dynamic and diligent in pursuing management reforms and improvemant. Further,
while most agencies have traditionally relied on regular and required "assessed
contributions” from Member States, Table 1 shows that in 1923 only abou! 20 per cent
(US$2.75 billion) of total United Nations system financial resources of US:12.80 billion
came from approved regular budgets. This great instability of funding sour :es magnifizs
the performance pressures ("change or die") on each organization and on th:: System as a
whole.

156. Some very fundamental global changes now under-way only increase this insecurity
of the financial resources and its major component -- the staff -- of the L nited Nations
system organizations. A new global survey by the Organisation for Economic Co-operation
and Development (OECD) analyses unemployment issues in a world of ‘apid change.
intensified global competition and labour flows, and inadequate national policies.'®
These powerful forces are leading to major and deep-seated changes in the w orkplace, and
in the very nature of work, management, and careers in large organizatiors.'® A new
book indicates that all these forces may iead member countries to be much inore seiective
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in deciding which international organizations and programmes can best uti ize their scarce
financial resources.'” In addition, the latest annual report by th: Development
Assistance Committee of the OECD states that western nations’ aid to deve oping countries
fell in 1993 to its lowest levels in 20 years, caused by budgetary austerity in the donor
countries, and not only looks unlikely to recover soon but could trigger a "vicious circle"”
of inadequate aid for development.'%¢

157. These developments may sound melodramatic, but they are precis:ly the kinds of
changing environmental factors which the organizations ignore at their peril, and which
strategic planning is designed to deal with. This leads to the fifth, last, and undoubtedly
most difficult and unpleasant, strategic management issue which the orge nizations must
face.

158. "Downsizing" (i.e., the reduction of financial and staff resources of organizaticns)
is not unknown in the United Nations system. Over two decades ago, ILO encountered
serious financial pressures, as did UNESCO a decade ago. Recently, UNIDO has had a
similar experience, and other organizations, including the United Nations ind UNDP, are
currently facing the pain of sharp organizational cutbacks.

159. No system organization can take for granted that it will not be forcel at some point
to sharply curtail its operations. To minin.ize pain for those staff who mus leave (and for
those who remain nervously behind), a very important task of strategi«: planning and
performance management should be to prepare for this possibility before the need arises.
Once again, UNDP has already acted, not only through programmes for plann ng and change
management and career and personal counselling in its Division of Perscnnel, but also
through a programme of agreed separations to handle substantial cuts in posts, in particular
through early retirement offers.’®’” The Inspectors have the impression that most other
organizations have not yet properly prepared for this unpleasant eventuility, with the
resultant risk that any such cutback, if it comes, will probably do much ne 2dless damage
not only to staff welfare and careers but to the organization’s programmes as well.

160. The United Nations system organizations have still, by and large, b::en spared the
stresses and strains of downsizing, although the process has been widespread in many
public and private organizations worldwide under the relentless global econo mic, policy and
financial pressures outlined above.'® While the Inspectors hope that thi:: situation will
continue, and that steady performance improvement will overcome any tend¢ ncy to funding
decreases, they believe that determined enhancement of accountability, 3 performance
management culture, alert strategic planning, and oversight will be critical factors in
maintaining the system’s programmes.

161. "Reengineering”" was already mentioned in Chapter 1V of this report as a
management improvement process useful both in downsizing situations and in healthy
organizations as well. A new book concludes that many organizations jave had poor
results with reengineering during the past few years, and that the key probiem, as with so
many matters discussed in this report, is management itself. Rather thar. chopping the
organization apart, the book urges managers to lead organizational changes, wvhether forced
or voluntary, by showing foresight, creativity and adaptation; communicati ng clearly with
staff at all stages of the process; building teamwork for change implernentation; and
supporting, measuring and managing higher-quality performance in order tc inflict minimal
damage on the organization, its staff, and its programmes.'*®

/...



-37 -
VI. INTER-AGENCY ACTIVITIES

162. The three remaining components of accountability and oversight are outside the
individual secretariats of the organizations. The first, inter-agency activities, reresents for
United Nations system organizations a significant part of the third level of ac countability
identifiedin Chapter |: professional/discretionary accountability. i.e., the volunta'y initiatives
taken by an organization tu enhance its professional standards, management systems and
technologies, and services.

163. The six formal and informal inter-agency bodies that work in areas particularly
relevant to accountability and oversight are briefly identified and briefly described in Table
10 of Part Il of this report. All of them have been in operation for at least ten years and
often much longer (but with some restructuring along the way). They have: very small
secretariats, if any, and limited resources. This Chapter briefly summarizes the inajor recent.
activities of each.

164. The extensive ACC network of committees and subsidiary bodies has teen sharply
criticized by governing bodies and agencies themselves over the years as a crowded ancd
cumbersome scucture where aggressive agencies pushed their agendas v/hile others
"defended their turf", and where the large agencies dominate while the sm.ll ones can
scarcely participate. These tendencies inevitably continue and inter-agency work still
involves much debate and discussion, since each agency has its own particulir mandates
from its governing bodies and co-operation must be worked out on a voluntary basis to
mutually benefit all those who participate. In 1992 and 1993 ACC reviewed and reformed
its existing structure, to make its operations more selective, pragmatic, and action-oriented

165. Despite these problems, however, these inter-agency bodies play a quit: important.
and increasing, role. Three aspects should be noted. First and foremost, they have made
some quite significant contributions to more effective accountability, management systems,
management improvement, and oversight work in the System in the past few yuars, as very
briefly outlined in this Chapter, in Table 10 of Part Il, and as discussed at vé rious points
throughout this Part of the report. They provide an important opportunit/ for cross-
fertilization of ideas, discussion of "best practices”, and co-ordination and hirmonization
across the system wherever possible. Particularly in light of the serious perfcrmance and
funding pressures which the United Nations system currently faces, they rave a very
essential integrative role to play. The Inspectors hope that the organizaticns will give
maximum encouragement and support to their efforts.

166. Second, these groups function, among other things, as "professional associations’
within the United Nations system. JIU knows from hosting inter-agenc/ evaluation
meetings from 1977 to 1984 that such gatherings can be an extremey important
opportunity for staff in very small units in their own organizations to exchanje ideas and
experiences with their counterparts in other organizations, and to learn what te« :hniques and
approaches work and which do not. The meetings also allow organizational representatives
to discuss common problems and activities and, most importantly, to worl toward the
development of common standards and approaches.

167. Third, the inter-agency bodies function in a direct and practical way as a network to
facilitate career development. Since so many of the internal oversight and nanagement
units are small, inter-agency movement provides very useful career alternatives. For
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instance, the Inspectors encountered a number of instances in which junior staff from larger
agencies and units moved to positions of greater responsibility in small agencies and units,
and then, after proving themselves, moved on to higher-level positions in other larger
organizations.

168. This pattern of inter-agency movement applies for both oversight stuff specialists
and general management people. It not only offers new career paths to peogle who might
otherwise be trapped in dead-end jobs, but also provides a significant exchang? of ideas and
experience among accountability, management, and oversight units throughot t the system.
The Inspectors believe that this pattern benefits both the staff and the org: nizations, by
providing diverse advancement opportunities within a network of hundreds of people. They
would encourage all the organizations to support their own staff who have the: opportunity
to further their careers in this way, to seek out oversight and management st: ff from other
agencies wherever possible, and to utilize contacts made through mter -agenc'/ committees
and working groups for these purposes as well.

163. The CCAQ is the oldest, and probably the most extensively involved, inter-agency
body in accountability and oversight issues. Its recent significant initiatives on questions
of system-wide management development and establishment of a 'performance
management culture” have already been noted, as well as its assessments and
developmental work on management training and performance appraisal processes, its
recent work to develop accounting standards and harmonized presentatior: of financial
statements for the United Nations system, and its periodic discussions »f fraud and
disciplinary matters.

170. The representatives of internal audit services now number mcre than 20
organizations including the multilateral financial institutions, and have been r1eeting for
almost three decades. In recent years, the group has continued its long-standing efforts
to develop standards and guidelines for internal audit work overall and in sjecific areas
It has also focused on such issues as audit of the accomplishment of programme goal..,
common audit training, work planning and risk assessment, the application of international
accounting standards, information system security, quality assurance reviews, and the
extensive surveys of internal audit mandates and structures already discussed.

171. In 1993 CCPOQ succeeded the Consultative Committee on Substantive Questions,
which operated throughout the 1980s. Among its activities relevant to accot ntability and
oversight issues, the 33 participating organizations and small secretariat of C CPOQ focus
on ways to enhance the programming, implementation and cost-effectiveness ¢ f operational
activities for development, particularly in light of General Assembly resolutions. 44/211 and
47/199. CCPOQ also provides an overview and monitoring mechanism for United Nations
system programme responses, objectives and strategies, and deals with specific issues
such as national execution and implementation arrangements, the country-lzvel resident
coordinator system, and inter-agency training in the management of field conrdination.

172.  The Joint Consultative Group on Policy (JCGP) is a grouping of funcing agencies
(UNDP, UNICEF, UNFPA, WFP, and the International Fund for Agricultural Jevelopment
(IFAD), chaired informally by a different agency each year. JCGP working groups have a
leading role in simplifying and harmonizing operational procedures, and in other major issues
such as decentralization, field premises and services, and new modalities an approaches
to technical co-operation. Its Sub-Group on Harmonization has achieved adoption by
agencies of auditing principles and standards and a definition of managemert audit. The



39

JCGP is preparing common guidelines for audits of programme and project cycles and
operations. ltis also finalizing a report on harmonization of monitoring and evaluation, and
working step-by-step toward a manual on programme cycle management requested by the
General Assembly.

173. The UNDP took overinformal backstopping of inter-agency internal evaluation efforts
from 1984 forward, in the form of an Inter-Agency Working Group on Evaluation (the
IAWG). A recent assessment of nine years of IAWG experience emphasized its role as a
forum for UNDP and its executing agency partners to discuss evaluation is:ues. Initially,
the group focused on the compatibility and harmonization of evaluation proc 2dures, and in
a second phase concentrated on refining the substance and techniques of evaluation, such
as lessons learned from evaluation, elements of success, evaluation of headquarters
programmes, thematic evaluations, programming and monitoring processes, and
strengthening government capacities in evaluation. Most recently, the griup has been
working on the harmonization of monitoring and evaluation approaches as sought by the
General Assembly. Itis also dealing with evaluation feedback into operationis, monitoring
and evaluation of nationally-executed projects, acceptable resources for evaluation, and
operational problems in the shift to programme-based monitoring and evaluition.

174. The sixth and last relevant inter-agency group is the new Informatior Systems Co-
ordination Committee (ISCC) which replaced ACCIS during 1994. As discus::ed in Chapter
IHI.B, a Senior Task Force recently made recommendations on the informiation systerns
approach needed by the United Nations system, especially as regards information-sharing
with the public. The ACC subsequently decided that the new ISCC will primarily
concentrate on a reduced number of technical task forces, and will reduce st:.ff to only one
professional.’'® It will also apparently phase out the past information coor dination work
carried out in the ACCIS secretariat. such as the Register of Development Ac tivities of the
United Nations system mandated by the Economic and Social Council (ECOSOC) in
1982."""

175. Information processing has long been recognized as one of the most essential and
vital functions of the United Nations system, especially in a world where the "information
revolution” continues its explosive growth and even the most developed couintries cannot
keep up without international co-operative programmes.''* ACC observed in 1982 that
the United Nations system is "in the information business" and that "information gathering,
analysis and dissemination is the stock-in-trade of the organizations". ECOSC C at that time
also cited information as "one of the most valuable resources...of the United Nations
system”. it urged the creation of an ACC subsidiary body (which became ACZiS) to ensure
efficientinformation systems, enhance information processing capacities, avo d duplicaticn,
and ensure compatibility and the effective deveiopment and use of information technology
in the United Nations system, all bearing in mind the need to respond to and serve
information users in Member States ''?

176. The Inspectors find the work accomplished by the above Senior Ta:k Force to be
a significant step forward. However they would note, as did the ACCIS Chairman in 1993,
that it should have focused on the information issue itself, rather "han just the
technology.' This concern is heightened by the tfact that the new ISC( had still riot
appointed its single professional staff member by the end of 1994, and tha: its important
task forces on strategic planning and information access and documentation .ippear to have
gotten off to very slow starts.''”
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177. As observed in Chapter 111.B of this report, full use of the potentials ¢ f information
technology is critically important to effectively fulfill the organizations’ basic missions and
mandates, but comprehensive strategies are still lacking. The Inspectors are c)ncerned that
ACCIS/ISCC functions may be downgraded at a time when they are most needed, not only
in each organization but for important inter-agency efforts. The Inspectcrs hope that
ECOSOC and other governing bodies concerned with substantive information functions in
the United Nations system will closely follow the evolution and performance of the new
ISCC. The Inspectors expect, for their part, to include consideration of ISC > progress in
the review of information technology use in the System that they are considering for 1996.
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Vil. EXTERNAL SYSTEM-WIDE OVERSIGHT BODIES

178. The preceding chapters have surveyed internal accountability, management
improvement, and oversight units and processes, as well as inter-agency actisities. These
last two chapters, on external system-wide oversight bodies and oversigit governing
bodies, survey those external mechanisms of the United Nations system which strive to
assure the proper working of internal accountability and oversight units and processes, as
well as to enhance management at all levels of the organizations.

179. The external system-wide oversight bodies are the General Assembly’s ACABQ, the
General Assembly and ECOSOC’s Committee for Programme and Coordinatic n (CPC), the
ICSC, the JIU, and the external auditors and the Panel of External Auditors of the United
Nations, the Specialized Agencies, and the International Atomic Energy Agen:y. Table 11
in Part Il of this report provides an overview of the organization and functions of these
bodies, as well as information on their financial resources (although this last ¢ spectis very
difficult to determine specifically and comprehensively due to the widely vaiying funding
methods used).

180. The human resources of these bodies can also only be approximate i because of
their diverse circumstances. However, in rough terms they have in total about 137
professional-and-above person work years at present, of which 121 (88 per ce 1t) represent
relatively "fulli-time" oversight work, and about 16 (12 per cent) part-time attendance at
oversight meetings. The total external oversight years (137) are almost exactly half that
of the total internal oversight staff posts (272) discussed in Chapter Il. Tus, external
oversight work years must cover twice as many resources: some $93 miliion per each
external oversight work year of the total annual United Nations system expenditures of
$12.8 billion in 1993.

181. As is true of internal oversight, auditors are the dominant group. The external
auditors represent about 71 of the 137 total external oversight work years (52 per cent).
The 19 JIU Inspectors and staff add another 14 per cent, and the roughly 17 ACABQ years
(mostly its part-time members) represent a further 12 per cent. The ICSC (about 24 work
years) technically provides about 18 per cent of the total, but most of its 21 staff posts are
for salary, allowances, and cost-of-living surveys rather than personnel policy work. Finally,
the CPC has only about 6 total work years, comprised primarily of the time that Member
State representatives spend at its meetings.

182. Asthe above dataindicates, the external system-wide oversight bodies have varying
mandates, extremely broad areas to cover, and modest resources. Assessments of the
status and activities of external oversight bodies were requested periodically in the past,
and in 1992 the General Assembly again requested a review of their roles ani activities to
improve their effectiveness.''® The Secretary-General prepared a brief ‘eport in late
1994 summarizing the situation and the views of the ACABQ, the Board of Auditors, and
the JIU, and providing his own views.''” In addition, the Board of Auditcrs''® and the
JIU'™® provided their own comments on external oversight matters during 1994, while
the ICSC presented an extensive review in 1993 of its work to promote souind personnel
management, as well as an overview of the implementation of its clecisions and
recommendations.'?°
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T8I These wanous reports indicate new directions and initiatives in the work of these
bodies. (t1s clear that just as the secretariats need to consider how best to strategically
organize and concentrate their work in an era of rapid change, the external b )dies need also
to ensure that their work addresses priority concerns and helps to advance the performance
and impact of the programmes of the System in a more strategic way and with maximal
cost-effectiveness. In particular, the Inspectors believe that these bodies can, and will,
increase their efforts at collaborative work programming and interaction, ir order to avoid
duplication and overlap and to assure mutually-reinforcing external oversignt efforts.

184. Adwvisory Committee on Administrative and Budgetary Questions. The General
Assembly established the ACABQ in 1946 to examine on its behalf the hudgets of the
United Nations as proposed by the Secretary-General, to examine the administrative
budgets of the specialized agencies, and to advise the Assembly on any adniinistrative and
budgetary matters referred to it.'>  Currentty ACABQ numbers 16 memters, appointed
by the General Assembly in their 'personal capacity " for three-year terms wit hout limitation
as 1o reelection, and chosen on the basis of an established system o° geographical
representation. Each year the Advisory Committee elects its Chairman and, from 1992,
also a Vice-chairman

185. ACABQ's basic mandate has remained virtually unchanged from 19.16, but its role
and influence in the adnmunistrauve and budgetary domain of the Unitei Nations has
expanded greatly over the years As aresuit ACABQ has become an indispensable element
in Fifth Committee sessions through its required reviews, comments on reports,
recommendations, and advice on virtually all iteins on the Fifth Committee s agenda with
the exception of the scale of assessments and certainissues of personnel policy. When the
General Assembly’s Fifth Comnuttee is not i session, the ACABQ acts on its behalf
pursuant to an explicit delegation of authornity, inostimportantly with respec : to the regular
and peace-keeping budgets

186. Besides playing an important oversight role with regard to administrative and
budgetary issues of the United Nations, ACABQ also reports on system-wide administrative
and budgetary co-ordination. ACABQ's reports on these matters provide information on
extrabudgetary resources. number of staff, and the working capital fund: of all United
Nations system organizations

187. ACABQG is widely regaided as a well tunctioning and valuable orgin of external
oversight. lts fong experience. its well-defined and important powers, its professional
reputation, the continuity of its leadership and the expertise of its secretariat contribute
importantly to its well-merited reputation and impact. The ACABQ advisory and oversight
functions and areas of coverage ie g.. peace-keeping) have increased to such an extent that
the traditional Spring and Fall seasons have become inadequate in length to permit it to
discharge fully its responsibilities A number of suggestions have beer advanced to
ameliorate this problen:

ta) The conversion of ACABQ wito a year i oand operating organ;

(b} The creation of two chambers within the ACABQ. one for traditionai items and the
other for the expanded peace keeping operations,

{c} Another possibility is for ACABQ 1o take advantage of the expressec willingness of
the JIU to accept specific investigative assignments which ACABQ does not have resources
or the time to undertake itself as discusse:sd in the JIU annual reports of 1991 and
1993.'#
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188. Committee for Programme and Coordination. CPC is composed of 34 Member
States, elected by ECOSOC and the General Assembly for three-year terms, on a
geographical basis, without limitation of reelection. CPC is the main subsidiary organ of
both the General Assembly and ECOSQOC for planning, programming and co-or dination and
reports directly to both.

189. The CPC has passed through a long evolution. Created first in 1966, its mandate
has undergone changes, but presently consists of reviewing the programmati: aspects of
the United Nations budget, its medium-term plan, matters of evaluation and of « ystem-wide:
co-ordination. The High-Level Intergovernmental Expert Group to Review the :fficiency of
the Administrative and Financial Functioning of the United Nations (Group of 18) of 1986
stressed the importance of CPC as an external oversight organ.

190. Over the years, consensus has become a fully established and observed decision-
making process in the CPC. Although it has worked reasonably well, on 0 number of
controversial issues, for example setting of priorities in the programme budget and medium-
term plan, recommendations were so general that their practical value and imp act were not
commensurate with the great efforts required to arrive at them.

191. From time to time, there have been discussions on the rationale of <eeping two
separate bodies, CPC and the ACABQ, for reviewing the different aspects of the United
Nations programme budget (programmatic by CPC, financial by ACABQ). On a number of
occasions Member States have shown preference to keep the CPC as is and have also
demonstrated the importance they attach to the work done by the CPC. Evidence of this
is the high attendance at CPC meetings of observers from Member States and international
organizations who outnumber CPC members themselves. The Inspectors believe the co-
existence of the two bodies to be an important issue, but one whose scope n not within
the limits of the present survey.

192. Except for its Secretary, the CPC does not have its own secretariat foi substantive
support but depends upon assistance from the relevant departments of the Un ted Nations.
This arrangement, while not a heavy financial burden, could nevertheless affect the
independence of CPC’s conclusions and recommendations.

193. International Civil Service Commission. According to its Statute of 1974, the ICSC
has been established for the regulation and co-ordination of the conditions of service of
personnel under the United Nations common system of salaries and alowances.'®
Besides the United Nations, eleven specialized agencies (ILO, FAO, UNESCO, ICAO, WHO,
the International Maritime Organization (IMO), UPU, ITU, WMO, the Worl1 intellectual
Property Organization (WIPO), UNIDO) and the IAEA have accepted the ( ommission’s
statute. Although the General Agreement on Tariffs and Trade (GATT) and II'AD have not
formally accepted ICSC’s statute, they participate in the common system on a de facto
basis. The World Bank Group and International Monetary Fund organizations have not
accepted the ICSC statute and do not participate in the common system.

194. The functions and powers of the Commission are broad and cover 1ill aspects of
personnel matters. In particular, the Commission makes recommendations >n conditions
of service, salary scales, post adjustment, allowances, benefits, and staff assessment. |t
also formulates recommendations to the organizations of the common systeir on standards
and sources of recruitment, establishment of rosters of candidates, competitive
examinations, career development, training, evaluation of staff perfcrmance, and
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development of common staff regulations. The Commission’s regulatory fun::tions include
the establishment of job classification standards. classification of duty statiyns and rates
of allowances and benefits, as well as travel standards.

195. The ICSC does differ from the other system-wide oversight bodies in important
respects. First, as noted above, it has substantial operational responsibilities for such
things as reviewing employment conditions, post adjustments, and subsistence allowance
rates in System duty stations around the world. Second, its "oversight" respo 1sibilities can
be argued to flow from various articles of its Statute, whereby it makes recoinmendations
and decisions on appropriate elements of conditions of employment of the conrymon system
staff, and regularly reports thereon to the General Assembly, other governin( bodies, and
executive heads, and then follows up on implementation of these matters.

196. Experience has shown, especially in the past few years, how difficult and
contentious are the issues of harmonization and standardization of salaries and conditions
of service covering the whole United Nations system. Particularly controversial among the
organizations participating in the common system is the question of whether the United
Nations remuneration system is competitive enough - in relation to other international
organizations and the private sector - to attract high-calibre professional staif.

197. Another contentious issue is whether or not the ICSC is entitled "in i's own right"
to be represented at governing body meetings where proposals pertaining tc salaries and
other conditions of employment are to be discussed. The General Assenbly has so
recommended, but the ACC has stated that "it would not be beneficial to impose the
participation of the Commission at meetings of governing bodies: nor woulc it be legally
feasible to ensure the Commission’s participation, in its own right, at such meetings. Such
participation should, as one governing body has already decided., best b: left to the
discretion of the concerned executive heads."

198. The inspectors believe that if the ICSC is to perform its oversight role effectively it
should be accorded access to meetings of the United Nations common system organizations
whenever matters within its sphere of responsibility are discussed and that any legal
impediments to the contrary should be resolved accordingly.

199. Joint Inspection Unit. After more than a decade of existence on an experimental
basis, the JIU was established permanently by the General Assembly in Dec 2mber 1976,
taking effect from 1 January 1978'*. The Unit is responsible to th: competent
legislative organs of the participating organizations which have accepted its Stitute, namely
the United Nations (and its affiliated bodies, e.g. UNDP, UNICEF, UNFPA, WF?), ILO, FAQ,
UNESCO, ICAO, WHO, UPU, ITU, WMQ, IMO, WIPQ, UNIDO, and the IAEA. The Unit is
a subsidiary organ of most of the legislative bodies of these organizations.

200. The JIU consists of eleven Inspectors who serve in their personal capacity for a
duration of five years, renewable once. They are chosen from among members of national
supervision or inspection bodies, or from among persons of a similar compe tence on the
basis of their special experience in national or international administrative and financial
matters, including management questions. The Unit is assisted by a secretiriat.

201. The salient features of the functions, powers, and responsibilitie; of the JIU
pursuant to Chapters lil and IV of its Statute are as follows:
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(a) The JIU’s aim is to improve management and co-ordination in the United Nations
system: itis the only organization that has the authority to review, investigate, inspect and
evaluate the System’s organizations and programmes both on an individual and a systemni-
wide basis;

(b) Its functions are:

(i) to provide an independent view aimed at improving management ¢ nd methods,
and at achieving greater co-ordination between the participating organizations;

(ii) to determine whether activities undertaken by these organizations are conducted
in the most economical manner and that the optimum use is mad: of available
resources;

(iii) to assist intergovernmental bodies in the external evaluation of progyrammes and
activities and to advise participating organizations on methods for internal
evaluation; and

(iv) to propose reforms or make recommendations to the competent >odies of the
participating organizations; '

(c) It acts as an external independent oversight body for the legislative »odies of the
participating organizations and serves these organizations by assessing and evaluating the
effectiveness of the United Nations system through inspections, investigations and
evaluations.

202. The Unit is responsible for preparing its annual programme of wo-k, based on
requests by Member States voiced in the legislative bodies of the participating osrganizations
or expressed in the form of their resolutions, on requests by the participating organizations
and on initiatives by the inspectors themselves. The Unitissues reports in which Inspectors
state their findings and recommended solutions, notes, and confidential lette's. The latter
two are submitted to executive heads for their use as they see fit. Executive heads of
organizations are requested by the JIU’s statute to ensure that recommendations contained
in JIU reports and approved by their respective competent organs are impleinented.

203. The JiUpresently concentratesits efforts of inspection, investigation, znd evaluation
in four priority areas: managerial, administrative and budgetary operation:;; operational
activities for development; peace-keeping; and humanitarian issues. Its reports in these
areas are considered by the legislative bodies of the participating organizaticons as well as
by executive heads.

204. The JIU is generally recognized as an external accountability anc independent
oversight system-wide body. However, the JIU, like most if not all of the external oversight
bodies, has resources insufficient to match the dimensions of its responsitilities. Under
these circumstances it is essential to focus JIU resources on the most pressing issues. In
this connection, the interaction among Member States, the participating organizations, and
the JIU is essential. The Inspectors see this tripartite interrelationship of particular
relevance for enhancing the productivity and efficiency of the Unit. Within its limited
resources the Unit should continue to respond to specific requests by Member States and
participating organizations. This could be further enhanced if other oversight bodies like
ACABQ and CPC would suggest topics ‘or inspection, investigation and eviluation by the
JIU. The inspectors not only welcome such specific requests but urge the n to do so.

205. Besidesits relationships with Member States and the participating org anizations, the
JIU will have to maintain close and direct relationships with other accountibility and
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oversight bodies both internal and external. The important elements in these relationships
relate to co-ordination of activities, avoidance of duplication and the possibility of reaching
some common strategies. One should differentiate here among the mandates and scope
of work of these bodies as well as the difference between internal and ex:ernal bodies.

206. In this connection, the JIU completely agrees with the views of the Panel of External
Auditors of February 1994 that"external and internal audit shouid be kept se parate because
they fulfil different roles."'*® This rule can and should be extended to other internal and
external bodies besides those dealing with audit per se although for th: same reason:
internal mechanisms are subordinate to the head of the organization unless they are also
tied and related to the legislative body in terms of appointment, staffing, funding and
reporting (as discussed in the 1993 interim JIU report on accountability and oversight in the
United Nations Secretariat).

207. In contrast, external oversight mechanisms should' conduct independent
examinations and provide independent views to legislative bodies rather thiin just to heads
of organizations. Furthermore, internal bodies, including for example, tie new United
Nations Office of Internal Oversight Services, should themselves be subject to monitoring
and oversight. This can be accomplished by external oversight bodies responsible to
Member States, such as JIU and the external auditors.

208. External Auditors. The Board of Auditors of the United Nations comprises three
members, currently the Auditors-General of the United Kingdom, Ghana an« India, who are
appointed by the General Assembly. The external auditors of the specialize.d agencies and
the IAEA are appointed by the governing bodies of those agencies. The Auditors-General
of the United Kingdom, Germany, France, Switzerland, Austria and Canada ¢ ll have external
auditor responsibilities.

209. All external auditors and the Board of Auditors are appointed in acco ‘dance with the
Financial Regulations, and the Additional Terms of Reference Governing External Audit, of
the bodies in question. They require the external auditor to carry out a financial audit of the
organizations, provide an audit opinion, and report on the financial statemesnts.

210. The Financial Regulations also provide for the external auditor to c.arry out studies
into the efficiency of the financial procedures, the accounting systems, the i iternal financial
controls and, in general, the administration and management of the organization. The
external auditor is charged with bringing to attention wasteful or imprope! expenditure of
money or other assets, notwithstanding that the accounting for the transactions may be
correct. The results of these studies are presented to the organizations’ g)verning bodies
along with the financial statements of the organizations and the audit opinion.

211. Panel of External Auditors. The Panel, established by the Gene-al Assembly in
1959,'*® is composed of the three appointed members (Auditors-Gencral of Member
States) of the United Nations Board of Auditors, and the appointed external auditors of the
specialized agencies and the |AEA. At present, eight countries provide external auditors for
the organizations of the United Nations system: Austria, Canada, France, Germany, Ghana,
India, Switzerland, and the United Kingdom.

212. The Panel’s objective is to promote best accounting and auditinc practice in the

United Nations system through co-ordination, co-operation and exchang: of information
amongst its members. In achieving this objective, the Panel may submit opinions,

Jevn
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observations, or recommendations to governing bodies through the AC/\BQ; and to
administrations of United Nations organizations through the ACC or the CCA(). The Panel
meets regularly at least once a year, and may, from time to time, hold specia sessions. A
Chairman and Vice-Chairman are elected at each regular session. Costs of P.nel sessions
are borne jointly by the host organizations and the external auditors, though some element
of the external auditors’ costs may be covered in the fees charged by the exte ‘nal auditors.

213. In recent years, through the development of audit guidelines and the Pane. s
Common Auditing Standards, the Panel has made major efforts to ensure that external audit
in the United Nations system is consistent with best professional practice, as reflected in
guidance issued by the International Organization of Supreme Audit Institutio s (INTOSAI)
and relevant pronouncements of the International Federation of Accountants.

214. The Panel has also been involved in initiatives to advance accounting practice in the
United Nations system. In 1991, the Panel made an interim study on the nee | for system-
wide accounting standards, and played a major role in the standards subsequently
developed and endorsed by the General Assembly in December 1993. More recently, the
Panel has co-operated with the CCAQ to assist in the harmonization of tie format of
financial statements in the United Nations system.

215. In addition, the Panel reviewed the Information Security Guidelines (eveloped by
ACCIS. It has given ACC its views on independent financial audits of the system, and on
management reviews of the system on behalf of individual States. It has proposed changes
in the content and presentation of Pension Fund actuarial valuations and financial
statements. The Panel has also sought to improve co-operation with the JIt), and during
1994 provided its views on how oversight functions can be improved'?’.
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Viil. OVERSIGHT GOVERNING BODIES

216. The final components of accountability, management improvement and oversight
activities in the United Nations system are oversight governing bodies, ¢énd the closely
related issue of effective reporting to them.

A. Governing body oversight activities

217. Tables 12.A and 12.B in Part Il of this report show that a number of organizations
have actions under-way to appraise, streamline, rationalize, and reform the f inctioning and
work methods of their governing bodies, with some considering this as a reg. lar established
agenda item. The tables also show that in almost all cases the main oversight governing
bodies or sub-bodies of the various organizations meet quite infrequently, vsually for only
a few days or weeks a year, only part of which may be spent on oversight of
implementation and performance matters.

218. Discussions of how best to strengthen legislative oversight in the organizations has
gone on for years, with many unsuccessful or partial efforts at reform. A significant recent
effort was initiated by the Nordic UN Projectin 1991. Its final report noted 1hat the United
Nations was originally designed as a system of political assemblies to res olve common
problems. However, in recent years the operational activities of the United Nations system
have evolved rapidly but in an ad hoc and piecemeal fashion, without a coherent
organization for effective and efficient implementation. The report found it difficult for
Member States to get an overview of these diverse activities, and cited a problem in setting
priorities, since even on operational matters General Assembly and ECOSOC decisions and
resolutions were mostly consensus-seeking compromises of great generality v/hich provided
little guidance.

219. The Nordic report called for thorough analysis and reform to mace the United
Nations system more transparent, responsive and accountable. in particular, it urged the
establishment of smaller governing bodies to provide a more effective forn of executive
governance so that the organizations would have the necessary support ani guidance for
their activities on a continuous basis.'?®

220. These ideas for streamlined and more coherent intergovernmental m ichinery were
put to the test at the forty-eighth session of the General Assembly in late 1993. The
Secretary-General led an effort at "intense negotiations" to recast and strez mline General
Assembly and ECOSOC work. However, the effort foundered on the issue of numerical and
regional composition of such bodies, with smaller countries seeking active g articipation in
contrast to the Nordic search for smaller memberships.'?®

221. Subsequently, some changes in ECOSOC functioning and new Execu ive Boards for
better operational oversight and improved transparency for UNDP/UNFPA, UNICEF, and
perhaps WFP were agreed to, with slightly reduced imemberships. These mszasures are to
be comprehensively reviewed. and possible modifications considered, in 1995, in an
attempt to combine universality with efficiency and to ensure transparency in decision-
making.'* During 1994 the new Executive Boards agreed on harmonized presentations
of budgets and accounts to obtain greater financial transparency and comperability. They

/e



- 49 -

have also sought to streamline their work and documentation flows, and w Il be working
to build improved policy-making processes with ECOSOC.

222. A new report on renewing the United Nations system offers many ide.s to enhance
the organizations’ decision-making machinery and operational oversight. Th: authors cite
problems of unproductive documentation (see next section), lack of use of modern
technology to speed deliberations, uneven delegation capacities, and lobbying by statf.
They emphasize the need for more effective governance of operational activities through
greater accountability and oversight, decentralization of governance of programming down
much closer to the implementation level, and a much sharper focus on top priorities.
Equally significantly, they analyze the major problems of antiquated work cale 1dars and the
need for an "integral chain” to streamline the entire flow of business through the
organizations’ intergovernmental machinery.''

223. While these and similar reform activities continue in governing bodies tt roughout the
system, one critical point must receive constant emphasis. Governing boclies have the
pivotal role in setting the tone for their entire organization. They must show through their
actions and determined follow-up that they give high priority to firm accountability,
management improvement, effective oversight, the establishment and mair tenance of a
performance culture, wise use of resources, dynamism and responsiveness to changing
conditions, and maximum possible fulfiiment of organizational missions and >bjectives.

224. The Inspectors, in defining accountability in Chapter I, noted that not only are
secretariats responsible to governing bodies for wise resource use and programme results,
but these bodies are themselves responsible in turn to Member States and putlics for these
same matters. Governing bodies, directly representing those whom the organization serves,
must set the example. They, more than any other participants, should be a steady driving
force for improvement, including insistence on the firm application of ‘ewards and
recognition for good performance, and corrective action and (if necessary) :;anctions for
poor results. If they do not seriously and consistently pursue these matters, managers and
staff in the secretariats will only pay lip service to accountability and oversight, and will
concern themselves with other priorities.

225. The JIU survey also found that apparently none of the oversight governing bodies
in the United Nations system have their own staff, in contrast to the situatiin in various
national governments. This is a clear handicap to governing body oversight: such staff
could provide the governing bodies with independent analysis of operations, help them
prepare effectively for policy discussions and performance reviews, ard carry out
independent follow-up of past programmes, initiatives, and Secretariat commitments.
Instead, staff assistance to oversight governing bodies is provided by the secre tariats of the
organizations on a part-time basis. However helpful and knowledgeable sucl: aid may be,
it does not provide the independent perspective or in-depth analytical work which could
greatly facilitate governing body oversight.

226. There are, however, other steps that governing bodies can take to ¢nhance their
operations and procedures to improve accountability and oversight of their respective
organizations. They can establish subcommittees with special oversight ( or audit)
responsibilities, much-reduced (but still geographically distributed) membership, and a
systematic agenda and more time to deal with oversight questions. They cin rationalize
procedures and deliberations (as in the efforts noted above). They can enhanze their work
by insisting on good documentation, up-to-date information flows, and eff:ctive use of
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modern information technology from the secretariats. A central element of t1is information
flow is governing body insistence on systematic, substantive performance and management
reporting, which is discussed further below.

227. Another prerequisite to successful "governance” is that governirg bodies fully
accept their responsibilities for careful formulation of goals, missions, sco.»>e of services,
organizational philosophy, and standards, as the framework in which secretariats operate.
Successful performance and the search for "total quality management”hy secretariats
would be greatly facilitated if governing bodies would themselves attempt to practice "total
quality politics”. Such an approach would require that they:

(a) provide clear goals for programmes;

(b) regularly eliminate unnecessary procedural barriers and outdated lec al mandates;

(c) maintain a legal and managerial environment which encourages r:sults-oriented
structures and approaches, and matches innovation and flexibility with accountability for
results achieved; and

(d) make the required political decisions on priorities, and eliminate those programmes
and activities with little impact.

228. A very pertinent example of this "performance approach” is the avoidance of
"unfunded mandates" , i.e., establishing a new programme activity without estimating the
cost involved and providing the resources required: the standard phrase in the United
Nations system is calling on secretariats to carry out new tasks "within existing resources".
This decision-avoidance practice creates management disorder by disrupting (or at least
confusing) established programme priorities. Instead, governing bodies «hould identify
clearly and precisely the resources required to properly implement a manajement reform
or carry out a new task, in parallel with Secretariat obligations to use work p ans, analyses,
and standards to ensure that all resources, especially staff, are not subse juently under-
utilized, misapplied, or wasted.

229. A final element of contention between governing bodies and seci etariats is the
problem of "micro-management,” thatis, where governing bodies involve themselves in the
details of secretariat work. This habit reflects a long-standing atmosphere of distrust.
Governing bodies and Member States should not attempt to guide or interfere in details of
secretariat operations or to encumber managers in excessive red tape. At he same time,
secretariats have no right to block or disparage governing body attempts to carry out their
mandated oversight work, particularly since such actions may well reflect (eep governing

body frustration about the quality of existing management systems and actions which they
perceive.

230. The key to resoiving these micro-management problems is not 10 be found in
struggles over details. Instead of focusing on day-to-day administration and individual
decisions, both governing bodies and secretariats should concentrate on firm accountability,
sound management and oversight processes, and much greater transparenc' to help ensure
results and effective use of the funds provided.

B. Reporting and external review

231. The Inspectors believe that the most important means for enhancing the results and
performance emphasis in governing body oversight of secretariat operationis in the United
Nations system is better reporting. Improved reporting is particularly nee ded because of

YACKIK)
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the difficulties, limited resources and time available, and slow pace of reform iy governing
body operations, as noted above.

232. Tables 13.A and 13.B in Part |l of this report show a very wide variet/ of reports
to oversight governing bodies on programme performance and on managemerit initiatives
and improvements:

(a) Perhaps the most useful and weil-focused performance reports are ‘he biennial
reports of FAO, already issued for years in an evaluative context and recentl/ revised to
report on both programme evaluation and on programme implementation, plus biennial
implementation reporting to FAO’s four main technical committees;

(b) Several organizations, such as UNRWA, 1AEA, ILO, UNESCO, UNIDO, and WIPO,
have regular reports on programme implementation which are quite extensive and
informative, but can also be rather overwhelming to the reader because of their length
(several of these organizations are now working to streamline these performanc:e reports);

(c) Other organizations, such as UNHCR, UNICEF, UPU, WFP, WHO, and WMO have
annual reports by their executive head, which are quite readable but are iess tighitly focused
on performance and are therefore less useful for oversight purposes;

(d) Still other organizations rely on a collection of performance or oversijht reports,
often in response to ad hoc requests from the governing bodies and varying f.om year to
year, which may be or may not be of sound quality but which make systemat ¢ oversight
difficult because of this irregularity;

(e) An increasing number of organizations have recently presented very informative
reports to their governing bodies. often with external consultant participation, on
management reforms, improvements and initiatives. Unfortunately, however, a most all the
organizations do not yet supplement programme performance information with regular,
systematic, analytical reporting to oversight governing bodies on nianagement
improvements, strategic planning and the management of change.

233. Present performance reporting quality can still leave much to be desirec because of
laxity on the part of both secretariats and governing bodies. A 1984 JItJ report or
reporting to ECOSOC cited the long-standing "crisis” in the role and fur ctioning of
ECOSOC., and traced much of it to technical difficulties, misunderstandings, and frustrations
between the United Nations Secretariat and the intergovernmental organs. Part of the
problem was a flood of documents: some 108 reports and 4,000 pages in 1983 of "pre-
session” documentation alone. This documentation was not only voluminous, out too late,
rather diverse, only partly summarized, too purely informative, and without
recommendations. JIU concluded that this situation greatly hampered ECO:30C and its
subsidiary bodies in policy formulation, co-ordination, and planning and programming, and
required urgent corrective efforts.'*

234. The Secretary-General agreed that too many Secretariat documents were more
descriptive than analytical, did not always precisely identify key policy issues, and often
lacked policy recommendations for governing bodies to consider. He also notud that while
the Secretariat reports tended to rely cautiously on established views, interg overnmental
bodies too often requested repetitive reports although there were no new developments,
as a substitute for a search among members for compromise, concession anc agreement.
He endorsed JIU’s conclusions and stated that efforts would continue to make
documentation less descriptive and more analytical, highlight key policy issues and
recommendations, and prepare more concise and consolidated reports.’? Unfortunately,
it seems that United Nations Secretariat reporting has since improved only sicwly and in a



-562

few instances, as attested to by sharp General Assembly criticism of the quality and
responsiveness of reports on management matters submitted to it during 1993."*

235. The Inspectors believe that joint efforts by oversight governing bodies and
secretariats of the organizations can best be strengthened by improved reporting on
performance and results. While most of the suggestions made in this report are offered for
the organizations’ consideration in light of their specific circumstances, the Inspectors do
recommend that each organization present a report each year (or at least i strong chapter
in its major performance report) to its oversight governing body for discustsion as a regular
agenda item. The strategic planning unit called for in Chapter V should coordinate the
preparation of this report or chapter, which would sharpen the authcrity, work and
accountability of this unit as well. The report or chapter itself shouli concisely but
substantively cover results, significant developments, and initiatives taker in the areas of
accountability, management improvement, and oversight discussed in this report:

- as an overview, strategic planning and performance management .Jevelopments;

- internal oversight units’ work and achievements;

- internal controls;

- application of information technology:

- management development and training;

- management improvement prograrumes;

- participation in significant, relevant inter-agency activities;

- findings and actions on major recommendations made by the syster v-wide external
oversight bodies; and

- related matters previously requested by the oversight governing body for
assessment or follow-up.

236. The Inspectors believe that this proposed report is essential to focus and enetgize
future accountability and oversight efforts in each organization. It should enable the
secretariats and governing bodies to highlight the critical importance of gocd management.
It should also allow all parties concerned to work seriously, jointly, and systematically
toward a "high-performance” culture which stresses results, the wisest possible use of
scarce resources, and a learning, constantly-improving organization.

237. The Inspectors would particularly note the second item in the lis' above: regular
reporting to governing bodies on the work of internal oversight units. Such ‘eporting should
not cover details of individual reviews or investigations. Neither should it lead to "micro-
management": all parties shouid focus on results, not process. However, -eporting on the
achievements and general findings of the internal oversight units would serve the very
important purposes outlined in Chapter 11.D: freeing these small units frcm their present
"invisibility"; focusing on their cost savings and improvements achieved, recommendations
implemented, priorities, and coverage; and giving organizational accountabil ty and oversight
processes much more credibility, transparency, and importance than they have had in the
past. The newly-consolidated oversight units of the United Nations Secretariat provided a
first, transitional annual report to the General Assembly in 1994'%° and cc gnizant officials
in several other organizations also felt that such reports would be a useful impetus to both
improved accountability and oversight in their organizations as well as to better governance.

238. Another important element is in the process of being added in mary organizations:
external assessments of, and reports on, the management systems and pragrammes of the
organizations. Such reports can be made by consuitant reviews commissioned by
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governing bodies or by individual Member States, to supplement the work o the small
system-wide external oversight bodies discussed in the preceding Chapter.

239. The CPC called in 1984 for evaluations of programmes by goverments to
supplement United Nations Secretariat work, and again in 1992 for independe 1t external
evaluation.'® The United Nations Evaluation Manual states that intergovernme 1tal bodies
may undertake evaluations, or commission outside evaluators to make such reviews. The
1985 JIU survey of evaluation system-wide found that more than one-third of the
organizations had had some type of external evaluation study made. JIU also urged this
approach in its 1984 report on reporting to ECOSOC, suggesting that outside consultants
be hired to assist CPC in programme assessment, or even that CPC have a cermanent
secretariat of its own. The Secretary-General strongly disagreed, howe rer, citing
procedural objections, and CPC was ambivalent on the issue.'"’

240. Ina 1993 report to the General Assembly, the Secretary-General recommended that
the Assembly endorse recommendations made by the Panel of External Audlitors, and
supported by the ACC, that potential donors of voluntary contributions to 'he United
Nations system rely on the competence of the organizations and their no'mal audit
arrangements. The Secretary-General had "consistently declined” increasingly frequent
offers of voluntary contributions conditioned on donor audit access or on the sonduct of
management reviews by their representatives, as being incompatible with Unit2d Nations
financial regulations on external audit. However, ACC and the Panel both felt that other
external management reviews could be appropriate, as an exception, where they were
approved in advance by the governing body concerned.'*®

241. Tables 14.A and 14.B in Part Il of this report indicate that in the past fevs years the
number and importance of these supplementary external reviews has increasec. Member
States have increasingly reviewed individual organizations (in addition, the Noidic United
Nations Project Final Report already cited and a very extensive study prepated for the
Government of Denmark '*° are good muiti-agency examples). However, there has also
been a significant increase in the number of assessments of organizational nperations,
structures, and management systems by international management consulting firms.

242. The Inspectors believe that this trend of Member State and international consultant
reviews is a very welcome development. It provides fresh ideas and management thinking
to invigorate and expand assessments of organizational and managerial perfor nance and
improvement needs, and to better inform governing bodies on these matters. C onsultants
also have considerable experience and expertise in areas which the organizatio1s are only
beginning to address, such as fraud investigation and risk assessment. Since th2se reports
are usually commissioned by and made available to the governing bodies and other
interested parties, they not only facilitate governing body oversight, but also contribute to
the transparency and therefore the credibility of the organizations concerned. And if the
organizations use such studies properly - participating actively in them while the'" are under-
way, concentrating on “implementable” areas for action, and ensuring determined
subsequent follow-up - they can be a vigorous additional force for better manajement and
organizational effectiveness.

243. A further important external input comes from efforts by the organizations to engage
in more dialogue with their clienteles. A recent report by UNDP as part of its chiinge efforts
is noteworthy,'° as is an extensive evaluation made in 1990 by UNICEF of its external
relations policies and functions.'' And a 1993 report by the JIU on Unied Nations
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system grassroots work with non-governmental organizations fouad that many
organizations, such as UNICEF, UNDP, UNFPA, UNHCR, UNCTAD, FAO, rhe World Bank,
WIPO, UNESCO, ILO and WIPO have extensive and regular consultations w th these groups
to discuss their operations and collaborative opportunities.'**

244. The Inspectors believe that these elements - better performan:e reporting to
governing bodies, external reviews made by governments or expert consultants, and
consultations with other client groups or operational partners - provide very important
additional ways for the organizations to demonstrate transparent and credible responses to
the accountability, oversight, and "performance culture” responsibilities increasingly placed
on the United Nations system.

245. Finally, the Inspectors were also impressed by the quality and vigour of the two-way
dialogue on organizational change and strengthening (as shown by an overview of Tables
9, 12, 13 and 14 in Part Il) that has been evolving between oversight governing bodies and
Secretariats recently in such organizations as UNDP, UNEP, UNICEF, UNFPA, UNHCR, WFP,
ICAQ, IMO, ITU, UNESCO, and UNIDO, as well as the discussions now ge :ting under-way
in the United Nations Secretariat, the International Trade Centre UNCTAD/GATT, FAO, and
UPU. This substantive and continuing dialogue on goals, strategic planning, results, and
systematic improvement of organizational performance is the best guarantee the
organizations can have of future organizational success on behalf of the peoples of the
world whorn, in the last analysis, all the organizations serve.
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