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“The Honorable Jesse A Helms
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Dear Mr Chalrman- .

This report- responds to your request that ‘we conduct a follow-up 'to our 1990 review
participation in the United Natlons Development Program (UNDP) ‘As agree
this report provides an assessment of the progress that UNDP has made in red icing
administrative costs and unprovmg its' ablllty to coordmate and assess the lmpac -of
development assnstance actlvmes : :

We are sendmg COpleS of this report to the Adnumstrator of UNDP the Secretary of S tate
Administrator of the U.S. Agency for Intematwnal Development, and appropnate congr
committees. We will also send copies to other mterested parlnes upon request

This report was prepared under the d1rect10n of Beruarmn F. Nelson Du'ector, Inteman“
Relations and Trade Issues. He can be reached at'(202) 512-4128 if s you or your staff have any”’ -
questions concerning this report. Other major contnbutors to this report are hsted m .
appendix VI .

Sincerely yours,

Henry L. Hinton, Jr.: _
Assistant Comptrol]er General




‘Background

headed by an Adrmmstrator who serves a 4—year term. UNDP has ab
- 5,000 employees located at 1ts headquarters in New York and 132 ﬁeld"
offices around the world A

UNDP's core budget '1s' funded through voluntary conmbunons h*om
member states. The core budget finances UNDP's geheral’ programs and
operanons Member states can also earmark addinonal conmbutions for

iSee United Nations: U.S. Pamupauon ln \he U N. Developmem _m_ (GAOINbIAD@o-M.»
10905 S S .
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' Executive Suminary

Results in Brief

specific trust funds or prOJects 'UNDP. admlmstered appro:nmately ,

$6.4 billion in ongoirig development assxstance projects in 1995- o
UNDP-funded pro,pects are. generally lmplemented by recxplent g
or other U.N. agencies such ‘as the International Labor Orgamzat:on and
the U.N. Food and Agnculture Orgamzatlon In: addmon, UNDPiS:
responsible for coordlnatlng the development assxsta.nce actxvmes of!
U.N. agencles . . B
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responsnbxhtles has strengthened the role of the U N. resident. coordmator.
in country offices, and has. begun to-enforce requu'ements to conduct B
project evaluations. However, these efforts ‘have not fully addressed |
problems in the areas of coordination and evaluatlon First, thereare
limits to what UNDP can do to coordinate U.N. activities. Despite: bemg _
designated as the coordinator of U.N. development assistance by the U. N s
Secretary General, UNDP's Admmlstrator lacks specnﬁc authority to reqmre i
actions to improve coordination of development assistance activities S T
implemented by the various funds programs, and specialized agencies' of
the United Nations. Also, the progra.m evaluation system still does not |
provide information to determine the impact of UNDP-funded pmjects ;

UNDP’s total budget was approxlmately $1.9 billion in 1995 and was funded %
primarily by donor nations’ voluntary contributions. Although T
contributions to UNDP’s budget have grown since 1966, the U.S. . :
contribution to UNDP has declined as a percentage of the total budget. GAO i
also noted that since 1992, UNDP has decreased its administrative expenses, .. °
primarily through reductions in staff. 60 found that relative differencesin .-
UNDP and USAID compensation expenditures varied by locatlon and grade . -
level, but UNDP’s expenditures were generally greater than vsap’s for | o
comparable grade levels, except at the higher grade levels. Nonetheless,

UNDP's average compensation cost per employee was less than USAID'S

average cost, because UNDP had a different mix of staff—it erployed a
greater percentage of lower-paid support staff than UsaIp and used more
locally hired staff in its field offices. UNDP also provided fewer benefits to
its overseas professional staff than Usaib. In addition, UNDP compensation
expenditures generally did not include monies to cover taxes due to. the
tax-exempt status of most employees.




- countries that the U.S. government tries to- advance However, UNDP; does

addition, Gao' found that the xntemal audit division could nét readﬂy Lo
determine the extent to which: 1ts audit recommendatlons had been
implemented. ‘

UNDP's single criterion for graduatmg countnes from belng anet rec1p1ent
of assistance is based on’ per capxta gross natlonal product (GNP)
According to UNDP documents ‘this basis is ‘problematic because per caplta'-j
GNP assumes an exactitude t.hat does not actually exist. With respect to-.
resource allocation, UNDP is implementing a riew. method for. allocating‘

resources based, in part, on country performance e

UNDP's mission is consistent w1th Us. natlonal secunty and forelgn pohcy i
objectives, and its projects promote many of the same goals in developing °.

fund projects in countries that are covered by Us. statutory fundmg o
restrictions. In accordance with these restrictions, the State Départient - -
withholds from the U.S. contnbutlon to UNDP the U S.’ proportionate share :
for projects in these countries. Because the amount withheld does not G
account for the administrative costs of UNDP field offices in these . : -
countries, some U.S. funds may indirectly help support these projects.

Principal Findings

UNDP Efforts to In response to long-standing concerns about the lack of coordmatlon of
Coordinate U.N. U.N. development assistance activities, in 1994 the Secretary General.
Assistance officially designated the UNDP Adrinistrator as the coordinator of )

“development assistance to ensure that development policies are consnstent

among U.N. departments, funds and programs, and regional commnssnons

Paged | . GAGINSIAD-9.8 Internatiorii Organidatio




. Executive Summary -

Accordmgly, UNDP has engthened the resxdent coordmator posmon at

worldwnde U. N: conferences Nonetheless,- UNDP has no authonty to "y
require actions to improve coordmatlon among U.N. entities prov1dmg
development assnstance w1thm the hlghly fragmented U N. system

" UNDP's Monitoring and
Evaluation Systems

UNDP recognizes that it has. had problems momtonng and evaluatmg
proJects—pamcularly that its eva.luatlons focus too narrowly on prOJect
output instead of- development unpa.ct Also, not a.ll pl‘OJeCtS that should
receive a mandatory évaluation are evaluated. UNDP’s March 1996
compliance report indicated that only | 62 percent of these projects are =
evaluated. Furthermore, the U.N. Board of Auditors has found that project '.j' g
monitoring is carried out to’ satlsfy admnustratxve requirements rather-

than to encourage remedial action. UNDP has no system to track the
implementation of recommendatlons contained i in project ¢ valuation

reports, and it cannot readﬂy determine how ma.ny of its pro,;ects are’
completed on time and within: budget. These problems limit UNDP's ablllty
to determine the impact of its pro;ects on developmg countnes R

To address these and oth_er evaluation-rel'ated problems,.{_UNDP. is, among
other things, developing a new evaluation process. The new process seeks -
to establish an objective basis; such as changes in baseline data, for =
measuring project impact. UNDP believes this will enable staff to perform
results-oriented monitoring and evaluation. UNDP has also begun to track
compliance with evaluation requirements. In addition, quantifiable targets.
for all mandatory evaluations have been set in the agency’s organizational '
plan, and managers at all levels are now being held accountable fox ‘
meeting the targets.

Allocation of Funds to
Least Developed Countries

To focus UNDP's resources more on the priority needs of least developed
countries, UNDP has increased the percentage of its funding dedicated to
these countries from 55 percent in 1990 to 60 percent in 1996. -

Amount and Sources of
UNDP Funding

Voluntary contributions from member states to UNDP'S total budget "grew
by an average annual rate of 2.9 percent between 1966 and 1995, but the

Lo
i
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Us. contnbutlon.declined an ave;'age ot‘ 3 percent annuall

370 percent, to $951 mllhon The increase in noncore résources’ ‘has een '_
attributed primarily to cost-shanng agreements w1th Lat.m Amencan
countries.? RS

UNDP Administrative
Costs

Between the 1992/1993 and 1996/1997 blenmums UNDP decreased the
administrative portion of its core budget by $46. 6 million (in constan' ,1995
dollars), or 11.5 percent. The savings were primarily achieved: throt 0 _
core-funded staff reductions in-both the headquaxters and field offices
from 4,319 to 3, 660 or 15 percent UNDP’s administrative expensés (for
example, salaries, benefits, travel, and rent), measured in constant 1995 -
dollars, totaled approximately $385 million and $369 million in the |
1992/1993 and 1994/1995 bienniums, respectively. Over this penod
administrative expendxtures were reduced by 4.2 percent R

The relative dlfference between USAID and UNDP 'employee jcompensatj'ori ;-.'i o
expenditures varied by location and grade level.? Overall, in 1995, UNDP -
spent an average of 17.7 percent less than USAID on salaries, benefits, and '
allowances per employee. For all staff located at its headquarters in 'New ‘
York, unpP spent 25.5 percent more on average than USAID spent forits,

*All contributions and growth rates are pmwnted in 1995 constant dollars. lnt‘om\nuon penammg o~

the 1996 U.S. contribution to the noncore budget was not avatlable. i
Cost-sharing agreements allow recipient govermments or other dunms to allocate acnnmbuunn woa -
specific project in a specific country. ) o

WUNDP's staff in New York includes professionals of different nationalitios that SOV i m\

international siatus, They receive benefits and allowances similar to those of UNDP staff Ivcated in S
UNDP offices around the world. USAID staff serving in Washington, D.C., are not m\uum 111 n\\\m\as B
allowances. ‘

3
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Executive Summary

headquarters staff in Washington, D.C. Grade level compansons revealed L
that UNDP’s salary expenditures for lower-level professnona.l staff were
greater than usaip’s. However, as professional grade levels: increased,

USAID’s salary expenditures approximated and then exceedeéd UNDP's.
UNDP'’s average compensat.lon expendltures for its locally hired staff in. t.he o
field exceeded UsAID’s compensation expenditures by 14.9 percent L
However, overall UNDP spent 31 percent less than UsaID for all staff located o
in the field. This was because UNDP-used a higher proportion of lower—pald
locally hired staff overseas, and UNDP professionals overseas recelved

fewer benefits than their USAID counterparts. In addition, UNDP- i .
compensation expenditures generally do not include monies to cover b
taxes due to the tax-exempt status of most employees. o

Audit Oversight of UNDP

UNDP’s Division for Audit and Management Review mcreased its staﬁ‘ from -
23 to 41 positions between 1988 and 1995. In 1993, the division’ bega.n usmg'_. -
private accounting firms to increase the number of audits conducted

annually. As a result, the number of internal audits conducted rose ﬁ‘om oo
35 in 1990 to 114 in 1995. According to UNDP, the internal audlt staff w1|1 be o
further strengthened during the 1998/1999 biennium. - _

Despite the increases in audit staff, the U.N. Board of Auditors has oot
repeatedly raised concerns that UNDP's internal audit staff was too small to o
provide adequate audit coverage of UNDP operations. The U.N. Boardof:. -
Auditors also reported that the planning methods used by UNDP's mtemal

- audit division are inadequate. Specifically, the audit plans are not linked to '

available resources. _ )

In addition, the U.N. Board of Auditors’ reports for the bienniums ending
December 31, 1993, and 1995 express qualified opinions on UNDP's financial
staternents. The qualified opinions were due to the insufficient level of
expenditures audited for projects executed by recipient governmerits: For
the 104.4/1995 biennium, UNDP reported expenditures of about $1.1 billion

for nationally executed projects, but it did not receive independent audit

certifications, prepared by recipient government auditors, for about
$366 million of this amount.” The U.N. Board of Auditors bases its opinion
on these certificates. GAO did not validate the Board of Auditors’ findings.

In December 1995, UNDP’s intemal audit division began using an autormated
system to track and verify the implementation of recommendations

Nunnnnnv exer uwd projects are implemented by reciptent governments and audm\d In vitter their
national audit agencies or loeal sceounting Onws, without direct oversight hy the internal aadat: ;
(m Mml o
. . ’ H N
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. Executive Summary ..

contained in its audit reports. Prior to the implementation of the system, -
UNDP had not analyzed its recommendations to determine trends orreport -
on overall compliance. UNDP officials told Gao they plan to produce annua.l -

reports on compliance with audit recommendahons in the. future P

Internal Contre! :.n:!
Personal Accountability

In response to concerns about the need to focus on results 'and B 4 _f . |
accountability for resource management, UNDP has mcreased empha.srs on
its internal control and personal accountability procedures

UNDP has issued a series of circulars on accountablhty bnth for managers 8
and staff to increase awareness of their responsibility for: prudent resource 3

management. i
UNDP has established a standing committee on personal accountabrhty and -
financial liability to adjudicate cases involving violations of financial 5
regulations and rules that also may involve financial loss to the

organization.

UNDP has commissioned a study of its current accountability system to
identify areas where improvements are needed. .

During the last 2 bienniums, there were 29 documented cases ~of'ﬁ‘alrd“or -

presumptive fraud involving $379,000. According to UNDP, over 80 percent
of the funds was recovered and disciplinary action was taken or staﬂ' were
separated from the organization. . '

Graduation From UNDP
Assistance

To date, 20 countries have graduated from UNDP assistance. UNDP's
allocation methodology is structured so that countries receive less aid as
their per capita GNP increases. UNDP's criterion for graduating countries
from being a net recipient of assistance is the achievement of a per capita
GNP of $3,000 or more measured in 1989 dollars. Graduated countries may
continue to participate in UNDP projects, but they must reiraburse UNDP. for
the assistance it provides. According to UNDP documents, its graduation
criterion is somewhat problematic since per capita GNP fluctuates over
time. Consequently, a country may be considered a graduate inl year and
return to recipient status the following year. i

UNDP has-designed and begun to implement a performance-based system to
determine the level of resources allocated to recipient countries.
Specifically, beginning in 1997, UNDP will earmark funds that will be

“distributed to countries where development assistance prajects aie -

experiencing greater success. !

Page 8 GAO/NSIAD-97-8 International Organtiations
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" Support of U.S. Policy
- Objectives

UNDP's mission and objectives are generally cons1stent w1th US: nahonal;‘-;;  .
security and foreign policy objectnves, partlcularly sustamable human - - j_: ’
development—a central objective of many USAID pro_;ects 5 To accol sh
its mission of helpmg countries acl'ueve sustainable human develop
and target its efforts, UNDP focuses its programs on (1) poverty ‘elimin
(2) job creation and sustainable human livelihoods, (3) advancementnof
women, and (4) protecnon and regenerauon of the: enwronment—-areas :
similarly targeted by U.S. forelgn assnstance efforts. : :

Although all U.N. member nations can request ass:stance from UNDP U S..
law requires the State Department to withhold the U.S:’ propomonate ’
share for projects in certain countries. These countries mclude Burma, .
Cuba, Iran, Iraq, Libya, North Korea, and Syria. In 1994, UNDP's pto.)ect L
expenditures in these countries totaled $22.2 million. The U.S. | : P
contribution to UNDP’s core budget i that year represented 12. 7 pemcent of - '-'f=
the total. Accordingly, the Department of State withheld a pmpomonate o
amount (that is, 12.7 percent of $22.2 million, or $2.8 million) from UNDP. B
However, the State Department formula for w1thholdmg funds does not -
take into account all administrative costs associated with the. opetanon of
UNDP field offices in these countries. Gao found that the U.S. pmpomonate
share of administrative costs associated with field offices in these -

countries was about $585,000 in 1994. According to State, thesame
formula is also used in making voluntary contributions to other U.N.

agencies.

—
Recommendations |

Although UNDP has taken steps to address problems with its praject |
evaluation system, GAO recommends that, to further improve UNDP's ability

to assess development impact, the Secretary of State seek the support of |
other major donor countries to require that Unpe (1) adopt asystemto | -
identify all projects that require a mandatory evaluation and track wheﬂ\er f
the evaluations are conducted, (2) establish a system to track whether -
evaluation recommendations are addressed, and (3) conduct periodic _
assessments of the recently implemented evaluation system lmpmvements K
to determine their effectiveness in helping UNOF measure the (mpact ofm -
development assistance projects.

x
{.

g B T BT B i T
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~ Matter for
- Congressional
Cons1derat10n

'Agency Comments _
and GAO’s Eva.luatlon

" calculate the amount of money. \_._w_nthheld ﬂ'om lntemaﬁonalforgamnﬁ ns

system to the attention of UNDP s semor manage__
to ensure t.hat they.are'addressed Ao 27

international orgamzatlons that assnst countne' ,_
restrictions. State said. t.hal: it beheves secnon 30

would not seek to. unpose a method of calculaung,_
could reduce the U. S. conmbutlon because it does:
restrictions that invite polmcxzatxon and contradict the pr;
universality for part.lcnpatmn in UN. orgamzattons GAOiIS RO!
the inclusion of UNDP-headquarters general overhea
those related to the operation of field otﬁces in the speciﬂ‘ Countri
These costs can be easnly 1dent1ﬂed L

In light of State's comments GAO has deleted its recommend'
instead added a Matter for Congmssional Consideratlon gt
inclusion of field office administrative costs in the forrula

that assist certaln counmes.

UNDP sa.id that while it does malmaln programs in some chun
have policies that are lnconslstent with those of the United
does not mean that the programs themselves are at odds wit
policy objectives. UNDP- omphaslzed that i no case does itsul
promote antidemocratic pollcles. S
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Executive Summary

usalD commented that the comparison of average 'UNDP and USAID" e
compensation costs does not consider the possible differences in the sxze

and complexity of the development assistarice programs managed by each
agency, the duties performed by employees of the two agencies, the nux]_of

employees used—that is, personal services contractors, permanent
expatriate employees, and locally hired employees—or other. dxﬂ’ermg
factors. State also suggested that a further explanation of the reason for:
the differences would be useful GAO recognized these differences may
affect the average compensation costs of the agencies. However, in .
analyzing average compensation costs for various categories of personnel
(that is, professional or support staff), a grade level ‘equivalency chart was
used to reflect the comparability of positions between the two agencies.,
GAO’s analysis indicated that the factors causing compensation costs to ‘
differ between agencies was:the mix of employees used, the level of - '
benefits provided to professional staff overseas, and the: tax-exempt st.atus-
of most UNDP employees. .

1.

Each agency also provided technical comments that have been
incorporated into the report as appropriate. > :

Page 11 GAO/NBIAD.97-8 Interwations) Organizations -




Contents

Executive Summary

Chapter 1
Introduction

Chapter 2
Role of UNDP in

Coordinating U.N.
Development
Assistance

Chapter 3
Project Monitoring
and Evaluation

Chapter 4

U.S. Contributions
and UNDP’s Budget
and Administrative
Cost Reductions -

Chapter 5
Audit and Internal
Control

UNDP Activities and Programs .

UNDP Does Not Implement; Projects

UNDP Helps Governnients Plan and Manage 'I‘heu' Development
Assistance -

Our Previous Work :

Objectives, Scope, and Methodoloy

Agency Comments

The Fragmented U.N. Structure Inhibits Coordlnatlonand j s

Integration of Activities
Efforts to Improve Coordination
The Administrator Cannot Require Coordination

UNDP’s Project Mo .uring Procedum

UNDP’s Project Evaluation System

Actions to Improve Evaluation Processes and Information
Recommendations

Agency Comments

U.S. Contributions Have Declined Over Time
UNDP'’s Budget o
Contributions to UNDP’s Noncore Budget Have Increased

UNDP Has Reduced Its Administrative Budget and Expenditures

Relative Differences in UNDP and USAID Compensation
Expenditures Varied by Grade and Location
Agency Comments and Our Evaluation

UNDP’s Audit Organizations
Increases in Internal Audit Staff ,
Use of Accounting Firms Has Increased the Number of Audns

Conducted

Page 18

;35&5'3 35§8$8w8$$ggg~@g




Contents

Board of Auditors Finds DAMR's Audit Planning Inadequate

The Board Expressed Qualified Opnmons on UNDP’s Financial -
Statements

Recommendation Tracking Sysoem'Has Not Been Used

Actions Taken to Improve Internal Controls and Personal

BT

Accountability
Agency Comments
Chapte 6 UNDP's Allocation Methodology Incorporates the Concept of -+ D8
Graduation From Graduation | SR
UNDP Assistance UNDP's New Allocation Methodology Focuses Resources o6l
hapter 7 . e
gh % ited Stat d The U.S. Role in UNDP . 62
€ unitea otates an UNDP's Projects Are Consistent With U.S. Objectives 63
UNDP Have Common UNDP's Work in Countries That Are Subject to U.S. Legislative 65
. . Restrictions A .
Ob'] ectives Matter for Congressional Consideration 67
Agency Comments and Our Evaluation 67
Appendixes Appendix I: Methodology Used to Calculate Growth in UNDP'
Administrative Budget
Appendix II: Comparison of UNDP and USAID Compensation R
Expendltunes
Appendix IIl: Comments From the Department of State
Appendix IV: Comments From USAID
Appendix V: Comments From UNDP
) S Appendix VI: Major Contributors to This Report 1
A T T e —
Tables Table 1.1: UNDP Project-implementing Organizations, Percentage
Share of Total Ongoing Projects, and Project Cost, 1995 E
Table 4.1: Real Growth Rates in Contributions to UNDP's Budget
Table 4.2: Administrative Portion of UNDP's Core Budget,
1990-97
Table 4.3: UNDP's 199293 and 1994/95 Headquarters and ﬂeld
Office Administrative Expenditures _
Table 4.4: UNDP Core-funded Personnel Reductions, 1990-97

‘Page 13

Table 5.1: Audits Conducted by DAMR, by Type of Audit, 199005

®&

u

45 \
5

Segn o

18




_Contents . ..

Table 6.1: Twenty Countnes Consndered to Be Graduates of
“UNDP Assnstance, 1992-1996 :

Table 7.1: UNDP. Pro_]ect Expendxtures in. Countnes SubJect to

. Legislative Restnctlons, 199294° S Lo i

Table I1.1: U.N. and:U.S: Govemment Grade Eqmvalents IR -

Table IL.2: Comparison of UNDP’s and USAID's Average . -~ B
Compensation Costs' for 1995 and Relanve Dlstnbutlon of SR
Employees - .

' Table IL3: Comparison of UNDP and USAID > Average:i i
Compensation Ex'p‘ ndltures, by Compa.rable Grade Group, for _
Locally Recruited Staff in Slx Countries, 1995 - L

Figures Figure 4.1: U, Contributions to UNDP, 196695 [
Figure 4.2: U.S. and Other Donor Natlon Contributions to UNDP CL
1966-95 SRR
Figure II.1: Comparison by Grade Level of UNDP and USAID e, 19
Average Expenditures on Professional Salaries, 1995 e

e

Abhre-iations

DAMR Division for Audit and Management Review

Fs foreign service

FSN foreign service national SR
FTE full-time equivalent L
GNP gross national product R
us ~ general schedule : A
L least developed countries : :
UNDP Unlted Nations Development Program R

USAID U.S. Agency for lnmmaﬂonal Development S

Page 14 . GAONSIAD-97.8 Interwationsl Ovganizatios




‘ n%.nl
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Chlpter.l o
Introduction

UNDP Activities and
Programs

nations to construct development plans, most are no engaged in the
actual delivery of development assxstance ' : :

'sectors, including agriculture, mtematlonal trade, population, and human -

before investnients are made.

Although UNDP is the largest provnder of U.N. development assnstance
according to the Organization for Economic Cooperation and o

Development, UNDP cont. ibuted just 1.7 percent of the average annual
official development assxstance worldwide between 1985 ani §
comparison, the United State r;p'rov1ded 20 4 percent of average ar
worldwide official development assxstance over the same:perio

and other reasons, UNDP and.U.S: ofﬁc1als have stated that UNDP’s'
development assnstance cannot be expected to have made malor i _acts

in a.ll of the countries where: UNDP ‘works.

UNDP, U.S,, and recipient govemment ofﬁcials we spoke to characte :
UNDP projects as “seed” o catalyst prOJects that are designed to attract
further investment by rec1pxent govemments donor governments, or
development banks. In fact, some, prq;ects referred to as :
“investment-related projects,” are spec1ﬁcally designed to attract further
investment.? In its last report on mvestment—related projects, UNDP: sald _
that in the 10-year period between 1985 a.nd 1994, the number of - 2
investment-related projects lmplemented ranged between 28and _
4.6 percent of all projects implemented in those years. UNDP estlmates that
for every dollar spent on investment-related pl'OJeCtS $73in lnvestment 3
commitments are generated. UNDP no longer attempts to estlmate the
follow-up investment that its projects attract.*

UNDP’s development assistance: mcludes the prowsxon of adwsory semces,'-
training, and equipment to developmg countries across a variety-of {_ o

rights. In 1995, UNDP contributed funds to 4,763 projects in 20 sectors |
valued at about $6.4 billion.

*The Organization for Economic Cooperation and Development is a forum permittmg govemments ot‘
mdustnaluod demot racies to study and formulate policies in all economic md socla] spheres.

'UNDP im estment-related projects fall into three categories, including (1) small preinvestment. studles
such as feasibility studies that present. information that facilitates investments; (2) larger, ‘
investment-oriented studies such as geheral area or regional planning studies; and-(3): techmcal L
activities supporting capital investmont sll(‘h as assistance in the supemsion ot‘an Inwsm\em-nlated :
project. . -
WUNDP officials stated that UNDP no longer tracks follow-up invéstment because of the: dinkulues
encountered in linking follow-up tnvestineit to pwlnwstmunt studics oonducted by UNDP years,
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UNDP Does Not
Implement Projects

Chapter 1
Introduction

As table 1.1 shows, projects, ﬁnanced through gra.nts made by UND 'to‘ L
recipient governments, are nnplernented by recxplent govemmeh T
more of 32 multilateral organizations, mcludmg the U.N. Food
Agriculture: Orgamzatxon the World Health Orgamzatlon, and yt.he u.
Volunteers. In 1995, these multilateral orgamzatlons 1mplemented .
2,620 projects in 175 developmg countries. Increasmgly, ‘UNDP is- ﬁnancmg
projects that are unplemented directly by’ recnplent govemments UNDP~
refers to these projects as natxonally executed projects.” The o
2,143 nationally executed projects ongoing'in: ;1995 represented :
approximately 45 percent of UNDP's 4,763 projects in that year. 'I_‘he" 'pmber '
of these projects grew rapidly’ between 1988 and 1995. In 1988, nati 'ally
executed projects accounted for only 13 percent f a.ll prOJects

Table 1.1: UNDP Project-implementing
Organizations, Percentage Share of
Total Ongoing Projects, and Project
Cost, 1995

UNDP Helps
Governments Plan
and Manage Their
Development
Assistance

" . Percentage

Agency ' . of projects

Host governments S 4487
U.N. Oftice of Project Services _ 187 .
U.N. Food and Agriculture Organization 7.4

U.N. Department for Development Support and

Management Services 6.6
International Labor Organization 44
U.N. Industrial Development Organization 50 o,
U.N. Education, Scientific, and Cultural o
Organization _ 1.7 ‘
World Bank ' ' 15 "'
World Health Organization . _ 1.1

Subtotal . EE

UNDP and 24 other multilateral organizations 88

Total 1000

Source’ UNDP Compendium of Ongoing Projects as of 31 December 1995, UNDP/Series -
A/Number 26, Documantation and Statistics Office, Bureau for Pohcy and Program Support
UNDP, Unuled Nations Publications, Sept. 1996.

The U.N. General Assembly charged UNDP with helpmg recxpxent o }
governments, at their request, determine and meet their development
assistance needs. As part of this work, UNDP helps: recxpnent governments
to organize meetings with donors and to conduct assessments of their ; R
national development assistance requirements. UNDP works with recipient .
governments to prepare several documents that are intended to help them ,
detem\ine their development assistance needs and help the United Natlons -
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respond to those needs. The documents include the (l) countly strategy
note,” which serves as a framework for all U.N. agencies working within a
country;® (2)"advisory note,” which initiates the dlalogue between UNDP i
and the recipient govemment and explains UNDP's views on' how its S
assistance can support a nation’s development goals and (3) country
cooperation framework,” which outlines the intended’ nature, focus and
financial scope of UNDP asslstance ‘within a glven country

To focus its projects and further assnst reclplent governments intheir
efforts to plan their development, UNDP introduced the “ program 4
approach” in 1992. This is a'method of implementing projects'that sttwew :
broad recipient country-dnven initiatives and sector strategies rather than
scattering UNDP resources into many small proJects ‘The total number of
projects supported by UNDP décreased by 23 percent between 1991 and
1995, from 6,189 to 4,763. ' S

‘The U.N. Board of Auditors, UNDP's independent extermal auditor, had
.issued qualified audit opinions on UNDP's 1987 and 1988 financial = f

JU.N. lmplementing agencies had not been audited.

In 1990, we reported the following:®

UNDP had not fulfilled its role as the central t’undmg channel and
coordinating body for U.N. development assistance. : .
Member nations believed that UNDP performed a number of useml ;
functions. However, U.S. and other donor officials. wem concemed about
the ability of UNDP's projects to make an impact. -
U.S. officials believed that more evaluative mt‘onnation on the unpact of
UNDP's projects was needed to determine how uo use UNDP S resources [
effectively. E
U.S. officials believed a greater percentage of UNDP's mnds should be used :

in the least developed countries (Lbc) and should be focused on areas | -
where UNDP offers advantages over other furiding sources.” - !

statements because a substantial portion of the expenditures mported by

‘nu > country strategy note provides guidelines for alt developmem tntuauwe the Unm'd Nmons
implements with the cooperation of a recipient gowmn\enl. B

“See United Nations: U.S. Participation in the UN. Developiment Prograiy (GA(MADN«‘M 3& .
1080). 1 S

LOCa currently comprise 48 countrion with a total population ormnn\ thin SBB m\lllon 'I\esn U
countries are the povrest of the develnping countites, with formidable economic, inditutional,avd - |
:t;mmn resauree prohlema. Carrently, 80 percent of UNDP's core resnurces are d«llnﬁed to m «\ R
W] L
. i Lo g

ot
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Objectives, Scope,

and Methodology

.UNDP has increased the percentage of its funding dedicated to Lbcs from

We recommended that the Secretary of State seek the support of other _

country level, (2) increase the evaluation of proyect results to: determme
their impact on the priority 1 needs of recipient countries, and ()} ensure :
that UNDP concentrates on: the pnonty needs of LDCs and on activities
where UNDP offers advantages compared to other fundmg sources :

In response to these recommendations, the State Depa.rtment took ,th S
lead in organizing a major effort to improve the coordrnatmg role of UN" P,
A U.N. General Assembly resolutmon was adopted calling for sign
improved coordination, and resources have been earmarked: for th_1sf
purpose. Chapter 2 dlscusses these and other efforts to improve ’
coordination within the U:N. system. In the area of evaluatron a decxsnon
was passed by UNDP’s governing body that directed UNDP to strengthenits
evaluation of projects-and their unpact Smce 1990; UNDP has improvediits '
project evaluation processes by measuring the agency s compliancs with
evaluation requirernents, but further improvements are needed
area, particularly in measuring project impact. (See ch. 3 of this'repor
Finally, to focus the organization’s resources on the priority needs of fLD&s,'

56 percent in 1990 to 60 percent in 1997. RUDEEER

The Chairman of the Senate Committee on Foreign Relations requested  *
that we follow up on our 1990 review of U.S. participationin UNDP. . | -
Specifically, we obtained information on and analyzed (1) actions taken in .
response to recommendations in-our 1990 réport to improve coordmatlon, X
project evaluation, and the allocation of resources; (2) the amounts. and
sources of UNDP budget support; (3) the cost of administering UNDP's :
headquarters and overseas operations and the extent to which UNDP has :
reduced these costs, including a comparison of UNDP and U.S. Agencyfor - -
International Development (USAID) compensation costs; (4) the systemof ' '
audit and internal control unpp employs to provide oversight of its | E
operations; (5) the criteria UNDP employs to graduate recipient. countries -
from assistance; and (6) the extent to which UNDP projects coinclde with
U.S. national securlty and t‘oreign policy objectives Lo

l

We conducted our review primarily at UNDP headquaners In New York City
and at the Department of State and Usaih in Washington, D.C. Wealso =
visited selected unbr fleld offices and projects and Intewie.wed uNbp, U.S.
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government, other donor nations, U.N. techmcal agency, World Bank
Intematlonal Moneta.ry F\md recxplent govemment a.nd pl’OjeCt :

countries were selected because of thenr geograpluc pro:mmty to 3
other and their ability to-provide us with examples of UNDP's assis
countries (1) with a variety of incorme -leVels,‘5(2)__at"differentfs
development, (3) in transition from centrally planned economi
economies, (4) that implement natlona.lly executed projects; a
governance and adnumst.ratlve reform pro,yects are being unpl

of the regional service centef for the Asia and Pacxﬁc Reglon ] i
Vietnam was also selected because UNDP's country office in'Hanoiis |
workmg on an improved performance assessment system for UNDP

'I‘o assess the mechanisms UNDP uses to coordmate u. N development.
assistance, we reviewed UNDP documentation related to coordination,
including country strategy notes in the countries we- v1s1ted In addition;
we met with UNDP field staff responsible for coordmatxon U.S. oﬁicxals
other donor nation representatlves, and U.N. techmca.l agency and -
multilateral financial institution staff in the countries we wsxted to obta.m "
their opinions on UNDP's coordination efforts. We also met with ofﬁcxals
from the U.N. Secretariat in New York.

To determine the methods UNDP uses to monitor and: evaluate the nnpact S
of its projects, we reviewed UNDP policies and procedures and evaluation. - '_ -
reports. In addition, we met with personnel responsnble for. evaluatlons L
both in headquarters and in the field and reviewed the: operatlon of UNDP's .,
Central Evaluation Data Base, which is used to record the’ results of ‘

evaluatlons ' _ ;

To assess UNDP's budget support, the cost of adnrumstenng UNDP s : SN
headgquarters and overseas operations, and the exterit to which UNDPthas = -
reduced these costs, we reviewed UNDP budget documents. and audit’ '
reports prepared by the U.N. Board of Auditors and met with UNDP’ s .

management and administrative officers responsible for these areas. In
addition, we compared UNDP's headquarters and field pexsonnel Sy

compensation expenditures with those of UsaiD's headqua.rtets in oo SA
Washington, D.C., and field offices in six countries (Bangladesh Benm, S RY
Honduras, Mali, Nlca.ragua, and Zambia) where both UNDP and USAID have - '
field offices. Our methodology for making these comparlsons is. descnbed
in appendlx 1L
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To determine the systems of audit and accountablhty UNDP uses to pr '
oversxght and control for its operations, we'met with Unpp managers in:‘ -
headquarters and field offices, the Board of Auditors’ staff, auditors. from 2
UNDP's internal audit office and representatives from' accountmg firms that-
work for the office, and evaluation staff. In addmon we read audit report.s
and related documents prepared by the Board of Auditors and UNDP's .+
internal audit staff; however, we did not validate thezr findings or eva.luate- _
the adequacy or quality of their work. We also reviewed. the operatlon of

UNDP s Internal Project Services Audlt Information- System - .

To detemune the criteria UNDP employs to graduate recxplent ceunthes '
from assistance, we examined UNDP policy documents and mtemewed

UNDP officials respons1ble for applying the criteria.

To determine the extent to which UNDP’S projects comcnde wn.h U S .
national security and foreign policy goals, we examined UNDP policy and
project documents. We also reviewed documents: reﬂectmg US. nahona.l
security and foreign policy goals, including the executive. branch’s nat.lonal
security strategy and the State Department’s 1996 budget request for UNDP
funding. In addition, we interviewed U.S. officials, including chiefs of [
mission in the countries we visited, to determine their views on the extent :
to which UNDP’s mission and projects coincide with U.S. obJectxves __' o

We conducted our rev1ew from December 1995 to December 1996 in-
accordance with generally accepted government auditing standa.rds

As an agency of the United States, we have no direct authority ¢ to rewew
the operations of multilateral institutions such as UNDP. Our review of UNDP
documents and reports included those that are generally avmlable to - |
member states and others that are internal to the organization. However,
we did not test internal controls or verify all of the data provided by UNDP.
We received full cooperation from and broad access to UNDP oﬂ’icxals, E
mcludmg the Administrator. - ST

=
Agency Comments

UNDP, the Department of State, and USAID provided comments ona dratt of :
this report. The agencies generally agreed with our assessment of UNDP's!
operations. UNDP and USAID stated that the report provides a fair evaluation _
of U.S. participation in the organization, and State observed that the report
is consistent with the administration's view that UNDP promotes many U.S.
foreign policy goals. The agencies also raised sonie specific.issues of. -
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concern that are discussed at the end of chapters 3, 4, 5, and 7: The B
agencies’ comments are reprinted in appendixes Il through V.- . .
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i
i

~ funds, programs, and agencies would report to the resident coordmator

Nations from a fragmented system of competmg structures into a fully
integrated system 1.Among the structural reforms that the U.S. mission -
proposed was. the: consohdatlon of many. activities throughout the U
system that- provide tec ' a_.l'; cooperation for sustainable development,
with UNDP as the:core: Furth_' /it sought to incorporate into UNDP's aller B
currently mdependent ' "v1t1_e such as the U.N. Development Furid for." .-~
Woren, the U.N: Enivironment Program, the U.N. Industrial Develop__ _ent- Lo
Orgamzatxon, and the U:N: Cen er for Human Settlements (Habitat). As of ‘
December 1996, the: hjgh-le workmg group lookmg at U.N. reform .
proposals had not completed-rts work, and the General Assembly ! g
extended the group's mandate for another year. Accordlng to State .
Department officials; the group has identified several areas of convergence
and will work on 1dent1fymg addmona.l areas in.the months ahead A
report to the Genera.l Assembly is expected in1997. . §

|

In June 1996, the. UNDP Adrmmstrator also offered reform proposals that :
called for the regrouping ‘of the U.N. Secretariat and the transfonnatmon of .
UNDP as the integrating and coordmatmg structure for U. N. development
and humanitarian assrstance Led by a chief executive for development .-
and humanitarian operations; a newly created U.N. Alliancefor -~ |, . o
People——consrstmg of agenicies stch as the U.N. Ctuldren s Fund, the U N. o
Population Fund, and the World Food Program—would be responsrble for "
U.N. development and humamtana.n work. To make the U:N. system: ore |
effective, heads of funds.and programs within this cluster. would report to - i
the chief executive; similarly, at the country level, country directors of

Moreover, integrated U.N. programming at the country level, common'
premises and administrative services, and harmonized budgetmg and| | r
programming cycles would be made mandatory. As of December 1996 thls B
proposal had not been acted on. - P

Efforts to Improve
Coordination

effective integration of assistance provided by the U.N. system is the

Since our 1990 report, both the United Nations and ‘UNDP'have_jtaken steps S
to improve coordination and development assistance. One of the key - .
instruments that the United Nations introduced in 1992 to ensure the -

i

country strategy note. A country strategy hote is developed by interestied -
recipient governments, on a voluntary basis, with the assistance of and in
cooperation with the agencies that are part of the U.N. system, under'the
leadership of the U.N. resident coordinal m Howevel whelher ornot'a

1U.8. Viewa on Reform Mvmunw Nm'maw mr \mmmlwnmn tl\v ¢ it Nam\wa \‘,vsh\m :
presentation to the Open-Ended High-lawvel Wnrkma Groih on llw \‘lwmlwmm of the Wm«i Na\tnm )
Syatem (New York: Feb, 1900), ] _ A

Page 28 I GAG/NSIAD-H7-8 Tntevnational Ovgasitationn




".Chapterz U L
" ‘Role ofUNDPin Coordinanng U N T
Development_Assistan_ce SRRt S

effective-and. mtegrated follow-up at the operauonal levei': of gl t
conferences and agreements d arrangemenw between UN. agencl

common facillties in 52 countrles, 15 mo:e counuies are exg St
by 1997 ET

as the mechanism: for supponing the U N resldent cooldinamr syster
was formally established in 1981 to (1) ensure consistency ofll\e
system (] operatlonal activmes wlth the plans pﬂorm&s, and st

"nw lmnt C ummham\- Gmup on l’oltcy wan lnmmnl Mng otmndlm o
U.N. Children's Fuind, ihe U.N. Popuiation Fund, the World Food Program, and the Tntemi
fur Agrivulture Developiicit==that work 1o simplity and harmonise uperational yirooedures:
o major ismies such as decentralization, lHd pmm and services, and AW PO
«kwl«nm-m ARSINIARCE, . _ cil

s



Chapter 2
Role of UNDP in Coordinating U. N
Development Assistance

the country and (2) improve the efficiency and effectiveness of U.N. -
system interventions. In all countries, the UNDP resident representatlve is
the designated U.N. resident coordinator. :

UNDP has taken steps to improve the coordination of U.N. development
assistance and provide U.N. resident coordinators with stronger support at
the field level. For example, in 1996, UNDP provided every resident
coordinator with a budget of $50,000 to fund local aid coordination :
activities and provided them with the opportunity to submit special
requests to fund aid coordination initiatives. In addition, UNDP has
earmarked 1.7 percent of core resources for resident coordinators to
support and develop aid coordination activities. This is in addition to the
‘regular allocation for support to U.N. operational activities, including
assistance to governments in aid coordination efforts, which is budgeted
for 4.3 percent. Thus, based on biennial core resources of about $2 billion,
a total of 6 percent of UNDP’s core resources, or approximately

$120 million, is earmarked for various coordination activities.

In addition, to widen the pool from which resident coordinators are '
selected, UNDP has looked to other U.N. agencies for applicants for the
positions. In September 1996, there were 11 resident coordinators selected
from other agencies, such as the U.N. Children’s Fund, the World Food
Program, the U.N. Industrial Development Organization, and the U.N.
Conference on Trade and Development. Moreover, since 1994, UNDP has
provided comprehensive training specifically designed for resident
coordinators and advanced workshops for experienced resident
coordinators. As of September 1996, about 60 first-time and _

60 experienced resident coordinators had completed the training. Joint
training of U.N. agency representatives and resident coordinators has been
stepped up; as of April 1995, more than 60 UNDP staff and over 300 staff
from other U.N. agencies had participated in 13 country team workshops.
Since 1992, nine national workshops have been conducted to provide
training for local government officials as well. \

In the last 2 years, the UNDP Administrator helped launch two major joint
initiatives—the U.N. System Conference Action Plan, organized to help
recipient governments and U.N. agencies follow-up and implement -
decisions made at several major U.N. global conferences; and the Special
Initiative on Africa, which is intended to mabilize and integrate the efforts
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of the Bretton Woods institutions and U.N. agencies to accelerate the
- development of that region.

Other collaborative efforts under way include strengthening the
relationship between the U.N. system and the Bretton Woods institutions.
In early 1996, agreements were reached with the World Bank and the
International Monetary Fund to further specify their respective roles in the
development process. Moreover, in many countries, resident coordinators
are establishing interagency theme working groups or sectoral '
subcommittees to ensure coordination in areas of common concern such
as poverty elimination, disaster preparedness, and sustainable
development. Most of these efforts have just begun; consequently, it i lS too
early to assess their effectiveness.

Although the UNDP Administrator is responsible for improving

The Adrmmsf:rator coordination, he told us that he has no authority to require coordination
Cannot Requlr e other than the power of persuasion. He stated that the success of the
Coordination coordination effort is dependent upon the individual UNDP resident

representatives/U.N. resident coordinators in the field. Several U.N.
officials in the field shared similar views, noting that the success and
extent of coordination efforts at the country level are affected by the
personality, leadership, and management style of the resident coordinator,
as well as the willingness of U.N. agencies to coordinate and be
" coordinated. For example, the resident coordinator in Laos told us that he
viewed his coordination role as a special responsibility—one that he
characterized as supportive, rather than intrusive, of other U.N. agencies.
Other resident coordinators and several agency representatives agreed and
told us that, in trying to achieve interagency cooperation and
collaboration, a pa.l'tlcnpatory style of management was more effective
than an authoritarian approach. _ _ .

The extent to which UNDP coordinates development assistance varies from
country to country. A senior official estimated that UNDP's coordination
role is sufficiently institutionalized in 60 percent of the countries, and
progress is under way in another 20 percent of the countries. In the
remaining 20 percent, UNDP has made very little progress, and there is little
hope for progress in the short term. To a large extent, the scope of UNDP’s

‘Representatives. of 44 nations assembled at the U.N. Monetary and Financial Conference held in

July 1944 in Bretton Woods, New Hampshire, conceived and established two complementary financial
institutions—the World Bank und the International Monetary Fund (also referred to as the “Bretton
Waods institutions”). .
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role depends upon a country’s reliance on extemll dd nnd m need'fo
coordination services. . o
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PI'OJ ec':t' Momtonng and Evaluatlon

UNDP’s Project
. Monitoring
.. Procedures

end-of-project aueaments. UNDP and its exlemal auditor, the U,
of Auditors, have reponed that project monitoring has not been ful
effective and that some monitonng actividee have been conducted ina
perfunctory manner. .

Second, UNDP has lnnututed s tonnnl evaluatlon mtem that 2quires al
projects meeting certain spec ] o]
undergo an independent, eystemauc and objectlve evaluaﬂon'
evaluations, conducted in most cases by external consultants,
to assess whether the project ] immedlate development objectiv
met and to endeavor to measure the project’s impact, that is, to
whether the project made a diﬂerence in addressing the condl"\ ‘
intended to affect. UNDP has made progress in improving its eval
system since 1990, but problen\s remain. For example, (1) not all 3¢
that meet the criteria for recetvlng a formal evaluation are being'e aluated'
(2) unpp has no automated system to track the implementaﬂon of o
evaluation recommendaﬁons and. follow-up procedures are oftennot
complied with; and (3) the evaluation data base. used to catalogue =
evaluation results is incomplete However, the most signiﬁcant of the -
remaining problems—-and the most difficult for uNDP to address—is t
evaluations do not measure the impact proJects have had on development -
objectlves Cp
UNDP has recently taken some steps des:gned to unprove lts momtonng )
and evaluation procedures and related information systems. Specnﬁcally, a:
new system to address the qualrty and impact of program results was :
introduced in 1995, evaluation compliance reports are now being -
prepared, and actions to ensure that the rwults of evaluations. are i
recorded have been mmated = U S

_ responsibility. The recipient govemment executing agency, and UNDP are

 Page 30

UNDP’s monitoring procedures are intended to provnde contmuous L
oversight of current projects. UNDP seeks to ensure that input dellvenes, -
work schedules, targeted outputs and other requu'ed actionsare .
proceeding according to plan. UNDP project momtonng isa tripartite | - i

each responsible for monitoring all aspects of a project’s desngn and
implementation. e
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UNDP's project monltorlng procedures lnclude the following.

providing annual reports on project performance, repared_by prqject
“managers who record the results and analysis of monitoring efforts;

holding periodic ¢ and termtnal tripartite review meetlngs conducted by th

parties directly. lnvolved in project tmplementaﬂon, deslgned to a8
progress toward achieving objectives; and maklngjolnt dec
the design and tmpl mentation of the. prqject, -

its immediate objecti and )
contrlbutlon to the achle\gement of the development ob e

representative atthe end of a project, wl\lch provlde UNDP| ( ers,
the recipient government, and the execuﬁng agency with the: reaid )
representative’s personal assessment of the project." R

In addition, UNDP's Policy states that resldent repreaenmuveg are to
conduct post-project monitoring eﬂ'ons that include the pmpal’ati O]
brief annual reports. i 4

Both UNDP's Office of Evaluation and Strateglc Planmng and the UN :
Board of Audltors have lden_tiﬁed several concems related to w

reported that some pro,)ect ﬁlagcontalned no. morutonng ¢
its July 1994 report, the board concluded that the monitorin'

Auditors found a lack of ¢ any system to follow up and ensure
recommendations from momtormg revrews had been addresse
board noted in its report: that prOJect momtonng was not always
pnonty attentlon Board fmdmgs agree w1th a.UNDP report that founc

'Project performance reports and termmal repons are t.he only momtonng reports UNDP req\h
project managers to produce. i :

2A terminal report is reqmred for each pro;ect except where it is agreed in advance by the] parttes
concerned and specrﬁed in the project document that other documentation will serve the's same:
purpose. Terminal reviews are not considered independent evaluations; and' terminal reports
centrally catalogued by UNDP's Office ol' Evaluauon and' Strateglc Planmng.

‘For pl‘OjeClS where UNDP's contnbunon is $1 nulhon or more, a wrltten assessment is requl' ¢
written report is not required when UNDP's contrlbutron is less than $1 mrlllon L
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- UNDP's Project

Evaluation System

responsible for, and 3) ntortltorlng revlews focus on low-level
and their immediate results instead of determtnlng whether (
objectives have been achieved.‘ '

Page 32 Lo a GAO/NSIADAS?-S Internath

UNDP defines eva!uatlon as “a process whlch attempts to determlne,
systematically and objectlvely as posslble, the relevance, effectis
and impact of activities in'light. of their objecttves In the case of a UND
project, this involves detemtinlng whether the immediateand =
development objectives were realized, thus: endeavortng to measure

impact of the project.™ - g !

All unppr-funded projects that meet, certain crlterla (dlscussed}later)“‘
required to be evaluated, but UNDP, the executing agency, or the re
government can call for an evaluation of any project at any time
evaluations are tripartite exercises involving the recipient gover:
U.N. executing agency concemed w:th implementtng the project
UNDP.% Each of these orgamzattons nonunates a consultant to con
evaluation.” 5

UNDP uses in-depth project evaluahons to deterrmne the status or imp:

its projects. These evaluattons may ‘be initiated durmg project .
implementation, at the time a project is completed ‘or at some time aflera’
project is completed. In-depth evaluations may be.used as a basns for
decisions on corrective acttons to unprove the eﬂectrveness of an ongo

The Office of Evaluation and Strategic Plannmg does not conduct most of UNDP’s, project eval ti o_ns
but, instead, it is responsible for the (1) development and monitoring of evaluation policy within, . -
UNDP, (2) analysis and improvement of program effectiveness, (3) initiation of collaborative eﬂorts
with agencies and governments on evaluauon pollCleS. and (4) “reparauon of repons on progmm
effectiveness and impact. i

5Program and Projects Manual, UNDP, “Project Momtonng Reportmg. and Bvaluatxon, chapter Vl o )
section 30608 (New York: Feb. 1988).

“In the case of natnonally executed projects, evaluatlons mvolve only tlle recipient government and / o '
UNDP. Co : )

ool
EA
o

7'l‘l_\e cost of an evaluation is 'estimate'd to be 335,000440.000. '
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project or to continue, revise, extend, or terminate a pro_)ect In addltxon
this type of evaluation is used to assess the effectiveness, impact, and‘
relevance of the project; obtain lessons learned; or respond to concems of :

policymakers, program managers, and other interested partles Bt

UNDP’s evaluations score projects “high,” “satlsfactory, or “low in ton

rating categories—performance and success. Performance measures are .
comprised of seven components, including personnel trammg, eqmpment,?"
management, government contribution, outputs, and’ achlevement of
immediate objectives. Success measures are compnsed of four .. _' :
components, including effectiveness, building the techmcal capacities of
recipient countries, unpact and sustainability. Each: evaluated prOJect lS
rated “unsuccessful,” “partially successful,” or “successful:”

Weaknesses in Evaluation
Have Been Long-standing

- (GAOAD-T6- 73, July 3, 197F)

Over the past 26 years, we have reported on weaknesses in: UNDP
evaluation systems. In 1970, we said that the evaluations that were bemg
performed were not sufficient in scope and coverage to be- of much -
assistance in ascertaining the accomplishments of UNDP. o In 1975 we
reported that UNDP considered its evaluations not results-oriented . :
evaluations of project performance based on preset goals. 10 We concluded .
from our 1990 review that more eva.luatwe mformatlon on the unpact of “

effectively. We recommended that the Secretary of State seek the support
of other major donor countries to focus evaluations more on pro_lect
results to determine their impact on the priority needs of recxplent
countries. ;
UNDP's governing bodles have also recognized the necd for 1mproved
evaluation. In 1989, the Governing Council decided that unDP eva.luat,lon
should move beyond management concerns and strongly encouraged UNDP-

.,-.
o

"UNDP also conducts thematic evaluations that examine the design, m\plementat\on, and lmpact ofan’
ongoing or completed program or group of projects. The evaluation is conducted t0 help governments, . -
executing agencies, and UNDP improve the planning and implementation of future activities involving .
technical cooperation in the subject area. In addition, UNDP monitors and evaluates its activities from .
a country program perspective. The country program, which covers a b-year period; is the system

UNDP has used for planning and managing the projects it funds. In 1997, the 5-year country program
will be replaced by a 3-year country cooperation framework—developed by recnplent govemment.s in
consultation with UNDP

"See Management Improverents Needed in U.S. Financial Participation in the United Nations
Development Program (GAO/B -168767, Mar. 18, 1970). :

1"See Actions Required to Improve Management of United Nations Development Assistance Achwﬂes
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to focus more on program and project impact.!! In 1990, the Council

requested the Administrator to concentrate resources on priority areas, as
well as strengthen monitoring and evaluation mechanisms.

Despite these actions to improve the evaluation system, problems remain.
For example, according to UNDP, its evaluation systems are not achlevmg
then' potentlal because of the following: i
Clear information about the degree to which UNDP projects produce
improvements in host country capacities that lead to verifiable economic
and social improvements is absent.

Midterm, terminal, and ex-post evaluations tend not to reach clear,
substantive conclusions about the effectiveness and impact of pro,lects
Staff do not have the information they need to determine if the

achievement of program outputs is appropriate given changing
circumstances or whether the outputs are sufficient enough to bring about

desirable higher-level results such as changes in the social and economic
development of the country.

The Board of Auditors reported problems with project evaluation in 1992
and 1994. In 1992, it reported that, in some cases, the results of evaluations
had little practical meaning for the project and reflected findings that
would have been realized without an evaluation, provided the projects had
been monitored properly. In cases where evaluation reports contained
material recommendations, the board found that the recommendations
had not been appropriately addressed. In 1994, it reported that there is
limited facility at headquarters for effective financial monitoring of
projects and UNDP could not provide information on how many projects
were delivered on time and within budget. We found that uNDP still cannot
provide this information.

All Mandatdi‘y Evaluations
Are Not Completed

UNDP policy states that a project with any of the following characteristics
should be “verified” for evaluation. Explicit justification is needed if no
m-depth evaluation is recommended for projects that (1) have budgets
exceeding $1 million; (2) are innovative, critical, particularly complex, or
have unusual features; (3) have revisions requiring an addition of $700,000
or more; or (4) have serious difficulties.!> Most of UNDP's projects do not

""The Governing Counci was the predecessor to UNDP's current executive board. i

{

Yn 1094, approximately 30 percent of UNDP's ongoing projects were valued at over $1 million.
However, the percentage of new projects approved with a value of over $1 million between 1988 and
1904 wus 16 percent.
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‘March 1996, the Office of Evaluation and Strateglc Planning reported',

‘projects are not evaluated (that is, 86 percent), the majority of project .

meet these criteria; eonsequently, thousands of projects are not formall z

evaluated. A 1996 analysis by the Office of Evaluation and Strategic. -
Planning indicated that many mandatory evaluations have not been _ .
conducted. The analysis was based on evaluatlons of pro_|ects approved in
1988 and 1989. : S

| s R
ER

Evaluation and Strategic Planning officials stated that genera.lly t.hey can
only apply the first criterion when they try to determine whether a projf"" t_ i
should be evaluated because they lack the mformatmn to apply the -

remaining three criteria. Only the. implementing organizations, reglonal
bureaus, and UNDP resident representatlves have sufficient knowledge:t
apply the other criteria. Consequently, it is up to officials in these -
Jorganizations to determine whether a pro,]ect requn'es an evaluation. In

86 percent of the 3,231 projects approved in 1988 and 1989 had:not bee
evaluated and that only 62 percent of the 470 pro,]ects that met the cntena‘-
for a mandatory evaluation were evaluated.'® The report indicated thatin
one region, compliance with' mandatory evaluation reqmrements was'only
29 percent. In commenting on our draft report, UNDP said that while only
14 percent of the projects required a mandatory evaluation, the projec
covered 69 percent of all project funding. Conseguently, although most

funding was subject to evaluation. The March 1996 compllance report was i
the first such report UNDP had published. _ _ R

Evaluation
Recommendations Are Not
Tracked

‘only the first criterion is considered, the rate of compliance is 62 percent. The March 1996 analysls was

Although evaluation reports may contain recommendations t6 correct -~ = -:
identified problems, UNDP has no centralized system to determine whether'f
those recommendations have been addressed. UNDP’s Policy and - .
Procedures Manual requires evaluation recommendations to be followed:
up 12 months after an evaluation is completed The' follow-up procedures
require completing a form designed to capture the results of the follow-up
exercise. Office of Evaluation and Strategic Plannmg ofﬁcnals stated that.
the procedures pertaining to following up evaluation recommendations
are not complied with, and UNDP has no systém totrack’ what actions have . "
been taken on evaluation recommendations. Consequently,, UNDP doesnot:

5

¥In its analysis, the Office of Evaluation and Strategic Planning only had baseline data on the nuraber * g
of projects with budgets exceeding $1 million. Evaluations received for projects that did not- exhibit - |
this criterion were assumed to exhibit one of the other three criteria. Consequently, evaluanon .

compliance for the projects exhibiting the thrée remaining criteria was assumed to be 100. percent. lf

based on projects approved in 1988 and 1989. These years were selected because tliey provide the
most current data, According to UNDP, it has taken 7 to 8 years from the time-of projecr appmval to
complete the full cycle of evalunuons

Co :
P
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know, on an organizationwide basis, to what extent eva]uatron
recommendations have been addressed. '

UNDP's field ofﬁce in Indonesia conducted a study to determme the extent
to which evaluation recommendations were implemented in that country
The study reviewed 19 projects evaluated between 1991 and 1994 and

found that the recommendations of 12 of 19:projects were completely
implemented and recommendations were partially lmplemented for the -
remaining 7 projects. Partial implementation of recommendations was. 3
attributed to several factors, including (1) lack of" f\mdmg, 5] unreahst.rc
recommendations, (3) lack of acceptance of the recormnendat.lons by. }
recipient governments, and (4) negligence on the part of UNDP or prOJect
staff. s

Evaluation Data Base Is
Incomplete

Pageds . - | GAO/NSIAD-97-8 Intériational Organisations - *

Information stored in UNDP's Central Evaluation Data Base is incomplete. -
The results of evaluations are supposed to be entered into the data base:by _
evaluation team leaders but, according to UNDP officials; team leaders have Lo
not fully complied with this requirement. Between 1987 and 1995 S
approximately 2,000 project evaluations were completed how_ever only‘ N
1,200, or 60 percent, of the evaluations were processed and entered in the -
data base. Furthermore, performance measures have only been recorded .
since 1994. Consequently, UNDP has both performance and’ success scores

in its data base for only 176 projects. UNDP officials told us: that 47 of the,
1,200 evaluated projects were rated unsuccessful and 19 of these were
recommended for termination. None of the 19 is still operatmg An -
additional 378 projects were rated partially successful, and: 104 of these
were recommended for termination or received a recommendatlon of no
further assistance.” Of the 104, 98 are no longer being unplemented

Although a number of pro_]ects that were recommended for termmatlon
have been discontinued, UNDP has no way of showing that a pro_lect was
temunated as a result of an evaluation recommendation. Pl'OjeCtS are .
d1scontmued for a variety of reasons other than poor performance For
example UNDP may decide to end a project because the sector the pro;ect
addressed was covered by other donors. Furthermore, the data indicating
whether a project has been terminated are not stored in the Central
Evaluation Data Base and are not readily available for analysis by UNDP
officials.

i
I
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UNDP has, over the years, taken steps to improve evaluation processes and -
evaluation information systems. One initiative taken since 1990 was the
combining of UNDP’s strategic planning and evaluation functions into one
office that reports directly to the Administrator. The Administrator. made
this change in November 1994 in an effort to strengthen the evaluation’
function by linking it directly to corporate decision-making. Another- -
initiative was the introduction in 1995 of the Program Impact and
Performance Assessment system to address the quality and impact of -

‘program results throughout the organization. Its aim was to estabhsh at

the program planning/design stage, an objective basis for measuring
performance. It was expected that this would, in turn, enable '

results-oriented monitoring during implementation and value-added . -
evaluations at the end of the project. UNDP hopes that this will: help it:better

understand program impact.

A pilot of the new system has been implemented in 5 UNDP country ofﬁces o
and UNDP plans to implement the system in another 30 country officesin .~
1997 before an organizationwide rollout. In addition, country-level human : -
development reports containing a wide variety of development-related
statistics have been completed in more than 62 countries. Accordmg to
UNDP officials, the information contained in these reports can be used asa
baseline against whxch to measure project impact. ;

R .
To improve evaluation compliance, the Office of Evaluation and Strategic
Planning intends to submit an evaluation compliance report to the
executive board annually. Also, UNDP's Associate Administrator has ;
informed UNDP managers that they will be held accountable for ensuring .-
that mandatory project evaluations are conducted. UNDP officials also said ~ *
that steps have been taken to ensure that information in the Central - T
Evaluation Data Base is complete, accessible, and used. For example, to

- improve the completeness of the data base, the Office of Evaluation and

Strategic Planning is making arrangements to charge the cost of extracting o |
evaluation data to project budgets if evaluation team leaders do not e
extract evaluation data from theu evaluations so it can be entered into the :

data base.

To improve accessibility to inforination, field offices will have access to
the data base by the end of 1996. Further, to ensure that the information is
used, project proposal reviews are required to document how the lessons
learned from prior evaluations were employed in the design of new
projects. UNDP is also enhancing its automated financial manageniént
system to allow it to identify projects that have been terminated and: the
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reasons for the termmatlon Fmally, in an effort to capture.and
disseminate information’ perta.ming to evaluation ﬁndln "
Evaluation and Strateglc Planmng began producmg a series
entitled “Lessons Learned,” that' focus onvarious aspects.o .
function in UNDP and also prov1de an analysrs of selected eva u i0
ﬁndmgs - : B '

Recommendations

Although UNDP has taken: steps to address problems w1th 1ts Proj
evaluation system, we. recommend that, to further i improve
to assess development lmpact the Secreta.ry of: State seek th
other major donor countnes to require that UNDP [¢D)] adop
identify all projects that. reqmre a ‘mandatory evaluation an
the evaluations are conducted ; (2) establish a- system to tra
evaluation recommendatlonsare addressed, and (3) condu
assessments of the recently lmplemented evaluatlon system in
to determine their effectiveness i in helplng UNDP: measure the imp
development assistance prOJects o

Agency Comments

. that project designers and managets need guidance and reinforcenien

The Depastment of State agreed with our recormnendatlons cong
the need to strengthen UNDP’S project evaluation system State: sald
would bring the recommendatlons to the. attentlon of UNDP’s set
management and executlve boa.rd to ensure that they are addre

UNDP said that the report presehts a fair assessment. ‘of the state
monitoring and evaluation at UNDP.from an accountablhty persp
it also agreed with our recommendatlons for improvement. UND
acknowledged the difficulty of. performmg evaluations that me.
project’s or program'’s. impact on the development process It'se
determine impact, |mprovements must be made not only in eval
itself, but also in other stages of the project cycle. These includ
collection of baseline data at the pro;ect design stage, the deve
and selection of performance indicators, and the collection and
time-series data for those indicators through regular monitoring, Tt
UNDP said, is necessary to have a basns for evaluatmg the impact ata ater

stage. UNDP said that these isSues are being worked on but ackniov '

'NDP sadd that the new Guiding Principles on Monitoring and Evaluatiol
will be issued shortly and will emphasize these prerequisites..” . 7
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U.S. Contributions
Have Declined Over
Time

Over the 30-year period 1966-95, the U.S. contnbutlon to UNDP as a ‘
percentage of all contributions has decreased. However, contnbutlons to
UNDP's total budget grew by an average annual real rate of 2. 9 percent
during the same period. In recent years, UNDP has reduced its. - :
administrative core budget by approx1mately 11.5 percent although the
reduction in actual expenditures was approximately 30 percent less tha.n o
the reduction in this budget The reductions were accompllshed pnmanly o |
through a cut in core budget-funded personnel. UNDP's: average annuual |
administrative expenditures were-approximately $188 million, measured in.
1995 dollars, between 1992 and 1995. Personnel costs are amajor - | .-
component of UNDP’s adn'umstratlve budget. In comparing UNDP and USAID g
employee compensation costs, we found that the relative’ dlfferences S
between the two agencies” average compensation. expendltures vaned by
grade and location. While UNDP generally spent more than UsAID for.
comparable grade levels, except at the higher executive grade levels, -

UNDP's average compensation cost per employee was nonetheless lower s
than USAID’s average cost. This was primarily because UNDP: had a dlfferent :
mix of employees; it engaged, for example, a greater percentage of s |
lower-paid indigenous staff in the:field than usaIp. In addition, UNDP-
compensation expenditures generally did not include monies to cover: i
taxes due to the tax-exempt status of most employees." o

' (See fig. 4.2.) U.S. contributions to the budget continued to decline i m 1996, .

The total U.S. contribution to uNDP between 1966 and 1995 was $6.3 billion - -
measured in 1995 dollars. While there were variations from year to year, '-
the U.S. contribution declined an average of 3 percent per year over the
30-year period. (See fig. 4.1.) The U.S. contribution to UNvP's total budget
ranged from a high of 41 percent in 1968 to a low of 6.8 percent in 1995.

dropping to $49.6 million, or 6 percent of the UNDP budget. Due to. overall
decreases in the funds appropriated by Congress for international. - f o
organizations, the U.S. contribution to the 1996 core budget representeda.”
56-percent decrease from the 1995 contribution of $113.5 million. The 1996 - . -
U.S. contribution moved the United States from being UNDP's largest ; L
contributor (a posmon it held for 30 years) to being UNDP’s 7th largest ¢
contributor.! : o .

'Nunv ore ¢ nmrllmlmn |Ium in 1996 for nll nulhms were not available at the time Ihh epon was
produced. .
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Figure 4.1: U.S. Contributions to UNDP, 1966-95

"~ U.S. 1995 dollars in millions
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Source: Based on data provided by UNDP's Bureau for Resources and Externa! Atfairs.

y UNDP's biennial $3.8 billion budget is financed by annual voluntary
UNDP’s Budget contributions from donor governments to the regular “core budget.™

: Countries also contribute to trust funds established by the Adninistrator.’
In addition, funding for specific projects may be provided by international
development banks, recipient countries, or donor nations through

Far the prarposes of this repont, the term “ente bedget™ tefers to the budiget ased to fund UNDP's
udministrative operations and projects in the fiekd,

*rust Maneds ostablished by the Adiministeator adidiess a specific issee.
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cost—sharmg agreements.! Trust-funds and cost-shanng agreements are
considered to constitute UNDP’s “noncore budget Mo L

‘Between 1966 and 1995, total contnbutxons to UNDP’s budget grew b, an .
average annual rate of 2.9 percent. During this 30-year period, don E
nations contributed approxlmately $30.2 bllho _rneasured in 1995 dollars, :
t0 UNDP's core budget and $5.3 billion to the noncore budget (see fig 2). .
The U.S. contribution. represented 17.7 percent ($6 3 billion) of the total
($35.5 billion) over the 30-year period.® Other major donor nations include
Denmark, Germany, Japan, the’ Netherlands Norway, Sweden,
Switzerland. Each of these cotintries-contributed more than' $4 ‘million to
UNDP’s $923 million core budget for 1995. The contnbuuons to the-co
budget from the United States and these seven nations represented”

approximately 76 percent of all contributions in 1995 - recipient coun
contributed approximately $39 million, or 43 percent of UNDP s 19957core

budget.

R
=
i

|

‘( ost-sharing agreements are designed to allow donors to contribute to specmc pmjects wmnn
country at their dlbcmlmn L :
*Other sowrces of budget support include cash counterpart conmbuuons from nectptent govemments,
interest income, exchange rate gaing, contributions by host govemments to coverlocal office costs, .
miscellancous income, the Special Measures Fund for LDCs, and private donations. These other
sources of inconw tofaled $137 million (measured in 1995 dollars) in 1994, Private donations are -
Kenerally made by foundations and totaled $281,000 measured in-1995 dollm (SIN,ODD in &aen-
dollars) between 1072 and 1895, . ;
In 1990, we reported that as of December 1988 UNDP had an unexpendcd core budget bam\ce ot
$581 million in general resources. At that ime, UNDP officials expected the balance to decrease
rapldiy as planded projects were implemented. As of September 1996, the balance was $462 witlion.
The current positive balance resulted primanily from stower than exnected profect delivew in

16 countres.

“In then-year dollars, donor nations contributed $18.3 billion to the core lmdget and VY 5 bmlon !b the
noncore budget for a total of $22.8 bitlion. The U.S. contribution measured in t)m\- year dollm Wl! e

1. lnlltm\
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Figure 4.2: U.S. and Other Donor Nation Contributions to UNDP, 1966-95

U.S. 1995 dollars in millions
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3 Other nations" contributions Il U.S. contributions.

Source: Based on data provided by UNDP's Bureau for Resources and External Affairs.

Contributions to the core budget generally decreased in the 1990s;

COHtI'l!)thlOI’lS to however, contributions to the noncore budget rose substantially over the
UNDP’s Noncore same period. Measured in 1995 dollars, contributions to the core budget
Bud get Have totaled $1.2 b_illion in 1990; by 1995, core budget contributions had : *
I d decreased to approximately $928 million. This represents an annual .
ncrease average decrease of 5.6 percent (see table 4.1). Contributions to the -

noncore budget, measured in 1995 dollars, were $203 million in 1990; by
1995, noncore budget contributions had risen to $951 million. This
represents an average annual growth rate of 37.7 percent. U.S.
contributions to the noncore budget increased from approximately

$5.3 million in 1990 to $29 million in 1994 before decreasing to $14 million

in 1995.
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The substantial increase in noncore resources has been attributed
primarily to cost-sharing agreements in Latin American countries.
According to UNDP, as greater shares of UNDP's core budget are dedlcated
to LDcs, there are fewer core resources available for the primarily
middle-income countries of Latin America. Consequently, in an effort to
continue UNDP projects, Latin American governments have chosen to have
credits granted by international financial institutions administered through
UNDP. According to UNDP, countries choose to use UNDP in this manner
because UNDP provides a framework for the delivery of assistance and
allows politically sensitive prajects to be administered by a neutral
organization.

Table 4.1: Real Growth Rates in Contributions to UNDP’s Budget

Percent o : .
Core Noncore Total Core Noncore “Total ~
Budget 1966-95 - 1973-95 1966-95 1990-95 1990-95 = 1990-95 .
Average annual growth rate 1.3 18.7 2.9 -5.6 377 .83
Source: Based on data provided by UNDP's Bureau for Resources and External Affairs.
UNDP believes contributions to the noncore budget will remain constant for
the rest of the decade. UNDP officials stated that the use of noncore
resources by developing countries demonstrates the willingness of these
countries to guide their own development and use UNDP for assistance in
implementing their development plans.
UNDP has reduced both its administrative budget and its actual
UNDP Has Red,uc_ed expenditures. UNDP reduced the portion of its core budget that funds'
Its Administrative administrative expenses between the 1992/1993 biennium and the
Budget and 1996/1997 biennium by $46.6 million (measured in 1995 dollars), or _
11.5 percent. (See table 4.2.) Administrative expenses include salaries,

Expendltures _ benefits, travel, contractual services, rent and maintenance of facnlmes
~ furniture, equxpment and supplies.
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Table 4.2: Administrative Portion of UNDP’s Core Budget, 1990-97

U.S. dollars in millions

Percen(age ohango }

Biennium 1980/91 1992/93 1994/985 1986/97 1992/93- 1996/97 U
Actual core budget® $357.7 $383.5 $378.2 $375.3 =21
Core budgat in 1995 dollars® 403.4 407.5 3829 3609 . =115 -
Percentage of real growth N/A 1.0 -8.0 -58 _ . N/A o

Legend

‘ N/A = Not applicable.

Note: See appendix | for an explanation of the methodology we used to calculate the growth rate
in UNDP's budgst. .

*Budgets include only administrative expenditures associated with UNDP headquarters and fleld
offices.

Source: Based on data provided by UNDP's Bureau for Finance and Administration.

Although UNDP reduced its administrative budget by 6 percent between the
1992/93 and 1994/95 bienniums, the percentage reduction in actual
expenditures was not as great. Nonetheless, its actual administrative
expenditures remained below the budgeted amount for both bienniums.
The reduction in expenditures varied by category of expenditure.

However, as table 4.3 shows, the reduction in total expenditures over the
2 bienniums was 4.2 percent.

Table 4.3: UNDP's 1992/93 and 1994/95
Headquarters and Field Office
Administrative Expenditures

U.S. 1995 dollars in millions

| Percentage

Biennium _ 1992/93 1994/95 .change
Total headqguarters and field office $407.5 $382.9 . -8.0
administrative budget

Total headquarters and field office 385.3 369.0 -42
administrative expenditures . :

Difference $22.2 $13.9 . N/A
Legend '

N/A = Not applicable,

Source: Based on dala provided by UNDP's Bureau for Finance and Administration.

Personnel costs represent approximately 70 percent of UNDP’s
administrative expenses, and we found that the budget adjustments were
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primarily achieved through staff reductions both in the headquaners and
field offices. Between the 1990/1991 and 1996/1997 bienniums, UNDP
removed 659 staff positions, reducing its total core-funded staff positions
from 4,319 to 3,660. Headquarters staff positions were reduced’ by - : -
32 percent and field office posts by 12 percent. As table 4.4 shows, UNDP
has cut the number of employees funded through its core budget durmg
the last 4 bienniums by 156.3 percent. _

Table 4.4: UNDP Core-funded
Personnel Reductions, 1990-97

Relative Differences
in UNDP and USAID
Compensation
Expenditures Varied
by Grade and
Location

Biennium 1990/91 . 1996/97-"
Employees : 4319~ 3660
Percentage change NA 1530
Legend .

N/A = Not apphcable

Source: Based on data providéd by UNDP's Bureau for Finance and Administration.

Because personnel costs represent approximately 70 percent of UNDP's
administrative expenses, we compared UNDP compensation expenditm_'es
with UsaiD’s. The comparison showed that in 1995, UNDP spent an average
of 17.7 percent less than USAID on salaries, benefits, and allowances (that
is, compensation) per employee, or $39,400 compared to $47,900,
respectively. For all staff located at its headquarters in New York, UNDP
spent 25.5 percent more than USAID spent for its Washington, D.C.,
headquarters staff—$88,600 compared to $70,600—and 31.0 percent less :
than USAID, or $27,600 compared to $40,000, for all staff located in the field. =
(See table I1.2.) UNDP's overall compensation expenditures were lowerthan

' USAID’s primarily because UNDP employed a greater number of lower-paid,

support staff in its headquarters and a greater number lower-paid, locally
hired staff in its field offices. In addition, since most U.N. member states
have agreed not to tax their citizens employed by the United Nations, UNDP
compensation expenditures generally do not include monies to cover
these exempted tax obligations of employees. :

The two agencies differ in the amount that they spent to compensate their
professional employees located in headquarters and in country offices.
UNDP spent more to compensate its professional employees in its New
York headquarters than USAID spent on its Washington, D.C., staff. UNDP’s

-average compensation expenditures were approximately $119,200, as

. o O
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were lower than USAID s because UNDP s staft‘ were entitled to’ fevrer
benefits, such as housmg allowances, than then' USAID counterparts

UNDP salary expendntures for lower-level professnonals were hlgher than '
usalD’s. However, as professronal grade levels increased, USAID salar
expendrtures approxxmat' d and then exceeded UNDP's at the $enio, "grade L
levels. UNDP’s salary expend ure. ', for employees at the lowest. grade _ vel
(P-1), were approx:mately 26, percent hlgher than UsAID’s expen( tures i
for civil service (general schedule -[Gs]):9 and foreign service: (Fs)-5
employees. The average expendltures for UNDP P-1. professnonals was g
approxlmately $44,700 as compared w1th $35,300. t‘or USAID. At'the P-51ével,
UNDP’s expendltures were appr n__lately 14 percent higher than:
However, UNDP's salary expendltures were .on average 3 percent lower.than
USAID's at the senior executive'and: senior FS ofﬁcer grade:levels.(See fig
IL1.) The average expendrture for’ UNDP employees at the Director: level
ranged from $104,100 to $110,600 as compared: w1th $105 200 to $l 14 100
for their counterparts at USAID. -

UNDP's compensatlon expendltures for its locally tured staff was hrgher
than USAID's, approximately $16; 200:and $14,100, respectlvely We |
compared the salaries and beneﬁts paid to locally recruited staffiin srx >
countries, five of which used the Us. embassy asa: comparator for: settmg
local compensation. We. found that in three of the six countries, UNDFP' spent
more to compensate its locally recruited staff than USAID spent to.
compensate its forelgn service ‘national (FSN) sta.ff However, inthe
remaining three countries, UNDP spent less to compensate 1ts staff than
USAID spent (See table I1.3.) -

USAID said that in its opinion, a valid comparison of UNDP and USA]D
compensation expenditures cannot be made. USAID sa.ld that such :
comparisons do not consider the possrble differences i inthesizeand |
complexity of the development assrstance programs managed by each § _

"There are two primary reasons why UNDP’s conipensation costs for prol'essmnal stan' in New York '
was higher than their USAID counterparts in Washington. First, the cost of living in New York is
than that in Washington. Second, UNDP's professional headquarters staft are considered intern
professionals (that is, they are serving outside their country of origin); consequently, they are-entitled:
to a post adjustment allowance similar to the allowance U.S. foreign seMce personnel rccewe wl\en
serving overseas. :
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agency; the comparability of duties performed by the employees of the two -
agencies; the mix of staff used, for example professmnal versus cleric -
direct-hires versus personal aervices contractors.l and indigenous staff
versus expatriate staff; the degree of accountabllity required; and other
factors. State also pointed out that. dlfferences exist between the two.
agencies. We recognize these differences may affect the average
compensation costs of the agencxes However, in a.nalyzmg average
compensation costs for various categones of personnel (that is,
professional or support staff) we. useda grade-level equivalency chart to
reflect the comparability of i posmons between: the two agencies. Qur: .
analysis indicated that the factors: causing compensatlon costs to differ -
between agencies is the mix of employees used, the: level of benefits _
provided to overseas professional staff and the: tax-exempt status of most
UNDP employees. Appendix 11 discusses in detail the methodology we used
to make the comparison and the results of our analysns e
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UNDP’s Audit
Organizations

Since 1990, UNDP has taken steps to improve its internal audit organization, =
the Division for Audit and Management Review (DAMR); internal controls;
and personal accountability among staff. These efforts include increasing
the number of audit staff and audits conducted. In addition, unDP
management established a committee to adjudicate cases of wrongdoing
by staff. However, despite these efforts, the U.N. Board of Auditors has
found that pAMR’s staff is too small and its audit planning efforts are
inadequate.! In addition, the board issued qualified audit opinions on
UNDP's financial statements for the 1992/1993 and 1994/1995 bienniums
because it believed the level of nationally executed project expenditures
audited was too low. Moreover, our own examination found that uNpp
could not readily determine the extent to which its internal audit
recommendations had been implemented.

A number of incidents in which staff circumvented internal controls or
committed acts of fraud have been identified. These cases have been
adjudicated by unpp's Standing Committee on Personal Responsnblllty and
Financial Liability and Disciplinary Committee.

The U.N. Board of Auditors and DAMR are responsible for conducting
audits of UNDP's headquarters and field operations.? The board, UNDP's
independent external auditor, conducts biennial financial and
performance audits and is composed of the national audit offices of .
selected U.N. members. Representatives of these offices audit the Umted
Natlons and its technical agencies on a rotating basis.

Thé board’s audits are to include examining evidence supporting the
amounts and disclosures in the financial statements. The examination is to
be based on an assessment of UNDP’s accounting systems and controls and
an audit in which all areas of UNDP’s financial statements are to be subject
to direct substantive testing of transactions. The board’s reports include a

'The board is currently comprised of representatives from Ghana, India, and the United Kingdom, Staff
from the United Kingdom's National Audit Office were assigned to carry out biennial audits of UNDP
for the 1992/1993 and 1994/1995 bienniums. Germany's Federal Court of Audit conducted the-audit for
the 1991/1992 biennium.

*The U.N. Joint Inspection Unit and the U.N. Office of Internal Oversight Services have authority to
examine UNDP activities; however, these agencies have not conducted any specific evaluations of
UNDP. The Joint Inspection Unit is the only organization that has the authority to review, investigate,
and evaluate the U.N. system's organizations both on an individual and a systemwide basis. The Office
of Internal Oversight Services has authority to audit the U.N. Secretariat, regional commissions, nnd
U N funds and programs, including U NDP.
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Increases in Internal

Audit Staff

review of previous audit recommendations and are submltted to the
President of the General Assembly : b

DAMR, UNDP's internal auditor, is irtdepende'nt of all'of the operations:that 'lt B
is responsible for auditing but is subordinate to the Administrator.$ In-
executing its responsibilities; DAMR (1) ascertams that operations are in '
compliance with existing leglslatlon and mtemal controls are in place and

(2) conducts internal audits:of UNDP's’ financial, managerial, and '
operational activities. The audrt reports prepared by DAMR are to be

provided to all concerned units: and resident representatlves for . ..
appropriate action and' follow-up on-audit recommendations S e

DAMR conducts three types of audrts management: audlts compllance [
audits, and special audits. Management audits:include an evaluati n'of an” ¢
organization’s financial, adrmmstratlve, management and program
operations. These audits may involve an examination of the orgamza ion
use of resources, internal controls, performance ‘and achievement o
objectives. Compliance audits are desrgned to. determine whether an’
organization is complying with UNDP’s rules, regulatlons procedure
policies. Compliance audits include a review of internal coritrols: Specxal
audits are an examination of a particular aspect of an organization’s .: -
performance or operations. Special audits may: also mvolve the e
investigation of allegations of fraud, presumptive fraud loss, T R
mismanagement, or negligence on the part of an employee or other party
with respect to UNDP. L :

1
|
4
I

to carry out its duties. In 1988, baMR had 23 positions; 13 'of which were

quality control and supemsnon of contracted audlts management rewewS‘

According to the Board of Auditors’ reports, DAMR has had 1nsufﬁc1ent staff

professional auditors or managers. By 1995, the- number of DAMR posmons
had increased to 41, 25 of which were for: professnonal staff However ‘
excluding the Director, who devotes professional services to' L

3 organizations (UNDP, U.N. Population Fund, and U. N Ofﬁce of Pm_lect
Services), only 15 professional positions are dedrcated to. performing
audits of UNDP operations, including management audlts audlt plarining;

: J

. - ;

"Board audits are tn be conducted in conformiity with article XII of the hnancml Regulahons and Rules

of the United Nations and the Common Auditing Standards of the Panel of External Auditors of the .

United Nations, the specialized agencies, and the International Atomic Energy Agency. These b
standards require the hoard to perform its audits to obtain reasonablé assurance that. UNDP‘s ﬂnnncml'

statements are froe of waterial mlsmanagenwnt R

IDAMR's work is governed by the General and Specific Standards tor the Pmlesslonal Practlce of
Internal Aurlmng in United Nations Organizations. S
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Use of Accounting
Firms Has Increased
the Number of Audits
Conducted

of nationally executed projects; and assessments of audits of nationally
executed projects conducted by recipient governments. The remaining -
nine positions are dedicated to audits of the U.N. Population Fund and the
U.N. Office of Project Services. A UNDP official told us bAMR does not work
strictly on a section-by-section basis; staff from one section may
participate in audits conducted by another section.

According to DAMR’S Dlrector the size of the audit staff responsible for

conducting audits of UNDP operations limits visits to 10 to 20 of UNDP's -
132 field offices each year. He added that most of the audits 6f UNDP have
been audits of field operations; historically, DAMR has done very llttle work

at UNDP headquarters.

In 1993, pAMR began using private chartered accounting firms to perform
annual compliance audits of UNDP’s 68 field offices in Africa and Asia. UNDP
believes the increase in the number and frequency of audits conducted in
field offices has been beneficial. Staff in the field offices we visited stated
that having the auditors visit on an annual basis was helpful because
problems are identified sooner, and corrective actions taken in response
to audit recommendations are tracked by the auditors more closely than in
the past, although we did not verify this. UNDP is considering hiring private
accounting firms to provide audit services for its offices in Latin Amenca
the Arab States, and the former Soviet Union.

In its report on the 1992/1993 biennium, the Board of Auditors stated that
the use of accounting firms had increased paMR's internal audit coverage in
a cost-effective manner. However, the report noted that the resources
devoted to internal audit were insufficient to provide comprehensive audit
coverage, particularly in headquarters functions. In its 1994/1995 biennial
audit report, the board said DAMR was still understaffed, noting that DAMR

.had five vacant professional positions and was unable to complete the

audits contained in its work plan. Nonetheless, as shown in table 5.1, the
number of audits conducted in 1995 alone was almost half as many as
those conducted in the previous 5-year period. We did not independently
assess the adequacy of DAMR's audit coverage or evaluate the quality of its
audits.
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‘Table 5.1: Audits Conducted by DAMR,
by Type of Audit, 1590-95

Board of Auditors
Finds DAMR'’s Audit
Planning Inadequate

The Board Expressed
Qualified Opinions on
UNDP’s Financial
Statements

Type of audit © 1990 1991 1992 1993 1994 193—?4'-* 1995
Management 30 2% 35 4 33 165 48
Compliance 0 0 0 30 52 82 60
Special 5 6 3 2 4 20 6 -
‘Total a5 a2 38 73 89 267 14 -

Source: UNDP Division for Audit and Management Review. ' i

In 1990/1991, the Board of Auditors reported several problems with DAMR’s
audit planning, specifically that (1) the work plans did not show how
potential audit areas were identified or how priorities were determined,
(2) the work plans were updated two to three times a year without
documenting the reasons for changes, and (3) only about one-third of the
planned internal audits were actually completed. According to the board’s
1994/1995 audit, problems with audit planning persisted. For example,
DAMR's work plans were not linked to available resources and did not
consider the impact of the additional unplanned audits that DAMR conducts
during the course of the year.

The Board of Auditors’ report for UNDP’s biennium ending December 31,
1995, expressed a qualified opinion on UNDP’s financial statements based
on certain scope limitations of the audit. According to the board’s report,
UNDP included in its financial statements details of program expenditures
incurred on its behalf by executing agencies or recipient governments.
This information was based on quarterly expenditure statements that the
recipient governments and agencies certified and submitted to UNDP to
report how they used advances received from UNDP. For each nationally
executed project, UNDP prepared a combined delivery report showing
expenditures for the year, which it presented to the recipient government
for certification by their independent auditors. According to the board, the
audit certificates are intended to provide assurance that the recipient
governments have properly expended and accurately reported the funds
provided by UNpp. Because the board does not have access to the
expenditure records of recipient governments, it relies on the audit -
certificates. : ‘

UNDI reported expenditures of about $1.1 billion for nationally executed
projects, which represented about 56 percent of the total project-related
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Recommendation
Tracking System Has
Not Been Used

Actions Taken to
Improve Internal
Controls and Personal
Accountability

" independent audit certificates for. about $366 million of this amoun

expenditures for the 1994/ 1995 blenmum UNDP d1d not receive -

therefore, according to the board’s report, 1t restricted the sco
audit opinion to exclude these expendltures The board repo.
situation in its audit report for the bxenmum endmg Decemb T

During the 1994/1995 blenmum DAMR exatmned natxonally executed
projects in 20 countries. DAMR: found a lack of familiarity wit
requirements, poor audit compliance, and inadequate informa
monitor expenditures. In its review of the. audlt reports. prod
independent auditors, DAMR foun I_,'that in many cases, the at
the scope of their work to financial operatxons Likewise, i
field offices, the Board of Audxtors found that many audits
UNDP’s requirement that the adequacy of prOJect manageme
and evaluation be exarmned The board' also found little evider
country offices regularly rev1ewed the scope of audltors repo rts
findings and conclusions. Nor. was there ev1dence that audit
recommendations were addressed: Consequently, UNDP did net: ha
enough information to determme how ‘well projects were bemg '
implemented. : o :

In 1993, pAMR installed an automated system to record and catalog the
results of its audits and facilitate the tracking-of audit recomme ,
however, staff only began using the system in December 1995. Before
1995, pAMR attempted to 1mplement the automated t‘ollow-up syst
failed because of a lack of personnel ‘according to one official.
Consequently, the system had.not been used to track recomme
instead, individual auditors used. thelr own manual trackmg systems:
addition, before 1996, DAMR dld not analyze its recommendations to
determine trends or report on overall compliance. DAMR’S Director stated
that in the future, pAMR plans to produce an annual report on comph

with audit recommendations. . v

uNDP has instituted a variety of mechanisims to maintain and improve its
internal controls and the personal accountability of its staff. uNDP's
management and financial systems operate in-an envxronment thatis .
characterized by the complexities of conducting work in 132 countries.
Field offices in these countries must work with differing local currencies’
aad recipient government procedures for the importation and disposal
equipment. They also must provide support to other UN. development P
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assistance agencies, each with its own unique operating procedures At the;
same time, UNDP must work in a cost-effective manner in order to ensure
the economical use of voluntary contributions and maximize the level of -
funds dedicated to project financing.

UNDP's financial system includes a variety of internal control and
accountability mechanisms. For example, UNDP's financial rules and:
regulations require a minimurn of two persons (that is, a certifying ot‘ﬁcer ;
and an approving officer) to execute all financial transactions: The officers -
are individually accountable to the organization and are requlred to sign
relevant financial documents before a transaction is executed. In addmon s
field office accounts are examined on a quarterly basis by headquarl:ers
personnel or by private accounting firms to ensure that all transactions
and accounts are accurate and comply with UNDP’s regulations.. Further,
each contract valued at $100,000 or more is reviewed by a “contracts
comumittee” to ensure it is in compliance with UNDP’s procuremerit
procedures prior to receiving an approval from the Chief Procurement
Officer. Similar committees in the field review contracts valued at
$30,000-$99,999.

. Since 1993, unpr has taken additional steps to improve internal control
and accountability of staff. Specifically, it has (1) issued instructions on
accountability, (2) commissioned a study of current accountability -,
procedures, (3) adopted a new framework for accountability, . i

(4) established a management review and oversight committee to-provide
the Administrator some assurance that the accountability framework is
operating effectively, and (5) established a Standing Committee oni
Personal Responsibility and Financial Liability. Although a system of
internal controls has been established, breakdowns in internal controls
have occurred. One notable case involved UNDP's reserve for field
accommodation.” In addition to breakdowns in internal controls, 29 ‘cases
of fraud were documented dunng the last 2 bienniurs. ;

The instructions issued on accountability explain the Administrator’s
expectations for managers and staff and the actions that will be taken in
cases of suspected wrongdoing. The management review and oversight
commiittee established to provide the Administrator with sonié assurance
that UNDP's accountability framework is operating effectively is to include
senior UNDP. managers and the Under-Secretary General for the U.N. Office
of Internal Oversight Services. The commit.t.ee is to meet four times a year

'l‘lu- reserve for llvld nee nmnmd.mnn wis rmml»lnhvd in l'hl) at a maximum level of $25 niillion to
construct housing for UN. intemational staff in the okl In 1989, the use of the reseve was cxpanded
to include finaneing for the conmon premises of U.N. field offices.
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to review internal audit and self-assessment plans; the results of prewous
audits, assessments, and special investigations; and the actions taken in
response to these efforts. The committee is also to review staff '
instructions on accountability and the effectiveness of UNDP’s
accountability framework. Finally, the committee is to make - ,
recommendations to the Administrator on all of the plans, report.s and
actions taken. : :

At the time our review, the study commissioned to review UNDP 's: current
accountability procedures and recommend improvements had not: been
completed. However, UNDP had used the study’s preliminary. results to
develop a new framework for accountability. The framework is based on a
control and risk self-assessment approach, modeled after the Criteria of
Control framework developed by the Canadian Institute of Chartered

Accountants. According to U.S. Department of State officials, the recently

adopted framework is too general. At the September 1996 meetmg of
UNDP’s executive board, the United States requested UNDP to: publlsh a .
formal annual report on accountability, including specific actions UNDP is
taking to improve accountability. Currently, the Administrator reports on
the status of the implementation of the accountability framework at each
session of the executive board. In the future, UNDP will also prowde an
annual report on oversight and accountability.

The Standing Committee
on Personal Responsibility
and Financial Liability

'During the 1992/1993 biennium, the U.N. Board of Auditors reviewed a

number of cases in which serious breaches of financial rules and
regulations had been brought to the attention of UNDP's ad hoc Comnittee
on Personal Responsibility and Financial Liability. The cases reviewed
involved procurement irregularities, misappropriation of funds or _
equipment, and various unauthorized transactions. According to the board,
in the cases it examined, no formal disciplinary proceedings had been:
taken against the staff involved. In addition, only modest financial
recovery of losses had been made, . _

UNDP established the Standing Committee on Personal Respoﬁ'sibility and
Financial Liability in October 1993 to review cases of violations of tNDIs
financial rules and regulations that result in financial loss." The éommittee

'nu *lllllilll\ﬂ(Ulnll\llll‘l‘ was pnuwl« l' hv an ad lun committes, mmhlhhml in l'“m \\1\“ h dmu \mh
the sume types of {ssues. The wark of the standing committee was suspeided in 1996 pending the'

resules of the study commssioned to exiine UNDPs aceountability system, The cominittes aperates
in the context of U NDE financtal rute 1042, which states alt offteiats of UNDP aie regrinsible to the
Administrator for the regularity of actions taken by them in the conra of their dities. Any official who
takes action contrary to these finaneial eedes or to mstructions that may e dssued i eonnaction with
them may be held personally responsible s inancially able for the conseiqienies of el action.
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“Ifit is decided that disciplinary action w1ll be taken, the' caseis. refe rred to

acts as an advisory body to UNDP’s Assistant: Adrmmstrator for Fin;
Adnumstratlon, is compnsed of s semor managers and only conven

taken in these cases ranged ﬁ'om letters of repnmand sent to the TR
individuals involved to the separation of a resxdent representatwe ﬁ-om L
UNDP. : : S

UNDP’s disciplinary committee, which is responsnble for determining hat
type of punitive action to take. The dlsc1plmary committee is composed ot‘
UNDP/U.N. Population Fund staff members. The: dlscnplmary actions that
may be implemented are governed by UNDP and 'U.N: staff regulatio XS
rules. A UNDP management official told us. that the actions takenin
response to cases of wrongdomg have been constramed by U, N personnel

under development. The framework is: expected to. address the dn’ﬁculty‘
UNDP has experienced, pursuant to staff rules. and regulatlons in |
recovering losses. ‘

Breakdowns in Internal
Controls for the Reserve
for Fielu Accommodation

A recent case of a breakdown in‘internal controls, involving UNDP's reserve .
for field accommodation, was identified by the U.N. -Board of Audlto:s and
investigated by DAMR. In its 1992/1993 audit report, the Board of Audltors
indicated its concerns pertaining to the overexpendlture of the reserve for. ;
field accommodation. In its 1994/1995 audit report, the board neported Ay
internal control breakdowns in the management of the reserve. - :
Specifically, the board reported that (1) UNDP paid $39.3 million agamst
fixed-priced construction contracts of $27.9 million; (2) the architect |
responsible for overseeing many of the construction prqlects was hived
without proper verification of his qualifications; (3) UNDP paid the an:hitect
on the basis of a percentage of construction costs instead of contrat.ted '
costs for several projects (4) payments made to contractors were !

"l'hc- are hm-cl waa paid am)mxlmawly M 1 mllllm\ agalnst contracts \valuvd aL tl d mﬂll«m-nan
nwma,vmvnt of aupmxnua(cly $2.7 mitlion.
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certified based on information provided by the architect without adéqtiate, Sl
independent supporting documents; and (5) the authority for Lemfymg
payments for construction projects rested with one individual within unNDP. * :

The board had serious concerns about the breakdown in financial control ©
over the reserve. However, a board official told us thai ihe internal control .

breakdowns that occurred in this case are not indicative of UNDP’s overall
mtemal controls

UNDP began to identify the extent of the reserve’s problems in 1905. In
April 1996, paMR initiated an investigation of the management of the
reserve. Although the investigation was still in progress as of March 1997
the investigation had found between $3 million and $6 million in- '

" overpayments to firms associated with construction projects funded by

the reserve. The investigation also revealed that there were lrregulantles

in the process used to select the project architect and a number of internal - B

controls failed repeatedly. As of March 1997, a total of 16 current and
former UNDP employees were referred to appropriate disciplinary or
management review mechanisms. Two of the employees had been |
suspended. In DAMR’s opinion, the cases involved a range of mfractlons due
to gross negligence, misconduct, incompetence, and lack of appropnate
oversight by a number of UNDP senior managers.

UNDP has 1mt1ated several actlons in an effort to fully determine the extent
of the problem and prevent further problems from occurring. Some of
these actions were begun prior to DAMR's investigation. The actions
included (1) appointing a new manager with professional accounting .
qualifications to manage the reserve, (2) hmng an international accountmg
firm to review and analyze all of the reserve's transactions, (3) introducing
better monitoring and control procedures, (4) hiring a consultihg- firm to
assess the fair market value of UNDP housing projects, and (5) addressing
problems in the expenditure certifying and approving process.

N

Cases of Fraud

Ca.ses that lnvol\e fraud or presumptlve fraud are to be reviewed by UNDP’s
Disciplinary Committee. During the 1992/1993 and 1994/1995 bienniums,
the Board of Auditors was informed of a total of 29 cases of fraud !
involving $378,852. As of September 1996, $308,102 had been recovered. In
18 of the cases, disciplinary actions were taken and/or separation of staff
from UNDP occurred. In two of the cases, ho perpetrator was identified; in
two others, no UNDP staff were involved. Seven cases remain under review.
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In commenting on this report, UNDP said. that DAMR has now xmp' e
revised audlt pla.nmng methodology' that mcludes linking . ava.ﬂa e

as part of the 1998/1999 budget submlssnon, which he sa:d would: .
substantially strengthen the unit. UNDP said that acnon has also bee ]
to increase audit coverage of natlona.l.ly executed prmects and that'-al B
manual is being prepared to help facilitate the process ' , E
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Graduatlon From UNDP f‘f_“"ff"-ss1stance

UNDP’s Allocation
Methodology
Incorporates the
Concept of
Graduation

Although UNDP has no comprehensive policy on when countries shouilk
graduate from receiving assistance, its allocation methodology does ' :
incorporate such a concept. Thls methodology takes intoaccount. various -
country characteristics such as populatlon to determme thelevelof
assistance each country will receive; nonetheless, the smgle graduatlon
criterion used by UNDP is per capita. gross ‘national product (eNp).! .
However, according to UNDP, the use of this single graduatlon cntenon is
flawed. . _— _‘-_-_._ LU

(

UNDP has designed a new re. ..ce allocation methodology to dlstnbute
project resources from its core budget. Accordmg to UNDP officials, the
new allocation methodology is intended to change UNDP's. allocatlon »
system from one based on enﬂtlement to one based on pert'ormance-. :' .
incentives. £

UNDP's methodology for allocating resources from its core: budget ;‘
incorporates the concept of graduatlon from assrstance For the past -

15 years, resources from UNDP’s core budget have been dlstnbuted among
recipient count. es on the basis of their per capita GNP and populatlon srze
These factors are weighted such that countries with lower per capita GNPs'
receive a greater share of UNDP's core resources than countries with higher
per capita GNPs, and countries with larger populatlons recelve more than o
those with smaller populations. Seventy-five percent of the. resources: are '
allocated in this manner; the remaining 25 percent are allocated on the
basis of 10 supplementary-criteria, including a country’s geography, e
susceptibility to disaster, and World Bank indebtedness’ classrﬁcatlon 3
UNDP refers to the resources allocated to each country under this -~ -
methodology as the country’s “indicative planning figure.” Each country s
indicative planning figure covers a 5-year period. :

Although UNDP documents indicate that it has not developed a :
comprehensive policy on the graduation of countries from- development
assistance, its system for allocating resources from its core budget
contains some elements of such a concept.? For example, the welght
coefficient of a country with a per capita GNP of $375 is 20° tlmes hlgher _
than that of a country with a per capita GNP of $1,464. Thus, if the o Sy
resources were allocated solely on per capita GNP, the resources. the ) '
poorer country would receive would be 20 times larger than the ncher
. : (

IGNPis the total market value of all final goods and services produced by a nation dunng a specmc
time period. ;

‘General Council of the United Nations Development Program, DP/1991/24, May 3, 1991,
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country’s. Consequently, as the per capita GNP of a country mcrease
share of UNDP's resources that lt recelves decreases E

Although UNDP uses populatlon per capita GNP; and. other suppleme
criteria for allocating resources; it employs only one criterion,: per capxta
GNP, for determining when'a country has graduated from assistance. ... ©
Countries that have acmeved aper caplta GNP.of $3,000 or more,. measured o
in 1989 U.S. dollars, are consndered to have graduated 3 Countnes that™
have graduated can still pa.rtrcrpate in UNDP pro.;ects however, t.hey must

. reimburse UNDP for the cost o :

The current methodology for allocatmg resources ends in 1996 U

be made for small 1sla.nd countnes An addmor\al elght countnes are
expected to graduate by early 1997. Table 6. 1 shows the 20 countnes that
were considered graduates between 1992 and 1996 R

S
S
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“For small island nations, the graduation criterion is a per capita GNP of $4 200 in 1989 U S dollars
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Table £.1: Twenty Countries N
Considered to Be Graduates of UNDP Country e
Assistance, 1992-1996 Aruba
- Bahamas

Babhrain

Barbados

Bermuda

British Virgin Islands

Brunei Darussalam

Cyprus

Hong Kong

Kuwait

Libya

Malta

Nauru

Netherlands Antilles

Oman

Qatar

Republic of Korea

Saudi Arabia

Singapore -

United Arab Emirates

According to UNDP, the use of per capita GNP as the single criterion to -
determine graduation status has proven “conceptually flawed.” According
to UNDP, the single-criterion methodology (1) assumes an exactitude that
does not exist, (2) distorts economic output without considering the - -
consequences of monetary policy, and (3) captures economic events at a
single point in time. Economic output measures such as per capita GNP are
imprecise and subject to frequent, significant revisions. Consequently,
during 1987-91, three countries moved out of the group of graduates as a
result of the revision of per capita GNP estimates; another country would
have been considered a graduate if its per capita GNP had not been
“underestimated.

1According to UNDP officials, alternative graduation criteria, such as purchasing power parity and
other development indicators, have been considered. However, these eriteria were viewed as *less
appropriate.” :
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" Chapter8 : L
‘Graduation From UNDP Asslstance

UNDP’s New
Allocation
Methodology Focuses
Resources

based on assessments ot‘ pro,)ect qua.hty, mcludmg the degree to whi
proposals are aimed at: promotmg l'ugh-leverage activities in UNDP's

" sustainable human development focus areas: (for example, poverty

~ elimination, and environmental protectlon) and the existence of an
environment conducive to acluevmg success in these areas. The :
assessments will also consider the specnal need: ia_nd opportunities for
capacity building in host govemments and the potentlal for the . }
mobilization of external resources to support UNDP's. work PR

Accordmg to UNDP oﬁ‘lc1als thls new a.llocatlon methodology wxll allow
UNDP to shift resources to couritries where its pro_]ects have the greatest-.
potential for success. The new allocation methodology isintended'to -
change UNDP's allocation system from one based on entltlement to one
based on incentives. g

L‘NDl’ plans to contlnue to usce per capita GNP as the criterion for gradmmon am\r tl\e new allm ammi
methodology is implemented :
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Chapter 7

The United States and UNDP Have Common
Objectives

U.S. national security and foreign policy objectives include promoting -
sustainable development—UNDP's core mission. The United States has "
always been an important member of UNDP. The Administrator has always
been a U.S. citizen and, over the past 30 yea.rs the United States has | |
contributed more than any other nation.! UNDP's projects advance ma.ny of
the same issues the U.S. govemment promotes in the countries where .
UNDP operates.

Nevertheless, because of the U.N.’s principle of universality of presence
and participation, UNDP implements a small percentage of its prqlects in’
countries that are subject to legislative restrictions. U.S. law requires that

the U.S.' proportionate share for programs in these countries be w1t.hheld
from the U.S. contribution to UNDP. We found that a portion of the U.S. /
contribution to UNDP helps to pay for the in-country administrative costs.of
UNDP operations in these countries.

. The United States has played a central role in UNDP since it was

The US ROle m established. The United States has always held a seat on UNDP’s governing
UNDP body; UNDP’s offices are in New York; a relatively high number (122) of
UNDP's professional employees, especially those in key positions, are 'U.S.
citizens; and, until 1996, the United States had always been the largest.
contributor to UNDP. Furthermore, UNDP makes extensive use of U.S.
expertise, training facilities, and equipment. For example, between 1986
and 1994, the amount of money UNDP spent in the United States ranged
from $181 million to $302 million a year. This is equivalent to a 133-percent
to 268-percent return on the U.S, contribution during those years. In
absolute dollar terms, the United States receives a greater return on 1ts
investment than any other major donor nation.

UNDP.has been receptive to U.S. reform initiatives. For example, because of
U.S. and other donor nation proposals, UNDP has increased the level of
program funds earmarked for Locs from 55 percent to 60 percent since
1990. In addition, between 1992 and 1996, UNDP reduced its budget, '
personnel, and the number of projects it implements. All of these ;
measures are reforms promoted by the United States.

e L

""The Administrator of UNDI is current ly the highest-runking U8, cfttzen in the TN, systom,
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UNDP’s Projects Are
Consistent With U.S.
Objectives

Chapter 7
The United States and UNDP Have Common
Objectives

“displacement of people from their homes); and. (6) advancmg dxplom y

UNDP' s mission and prOJects are generally consxstent w1th U S na nal

Opemng markets to U.S. exports a.nd promotmg trade and i mves
(2) building democracy (that is, encouragmg good governance
the rule of law, and’ furthenng credlble electlons), {6)] promotm

curbing the prohferatlon of weapons of mass destructlon, and com_
drug trafficking, terrorism, and cnme), ®); provxdmg huma.mtan
assistance (that is, responding to famine, natural dlsasters, and the

(that is, supporting the State' Department S mfrastructure and work' in ._the :
areas of foreign policy; promoting commerce; and’ combatlng drug E
trafﬁckmg, terrorism, and crime).? o

c g ;
S

UNDP's core mission is to help recipient counmes aclueve sustamable : L
human development. Sustainable human development isalsoa component_
of U.S. national security and foreign policy objectives: In itsfiscal - = 7 -

year 1996 congressional presentation, the State Depa.rtment stated that
!

“UNDP’s program priority areas and emphasxs on sustainable development are fulLv i
consistent with U.S. foreign policy goals in the economic, social, and pohhcal fields and
include programs emphasizing the promotion of economic and market reform. e i i

privatization, job creation, democracy, and peace building. These programs also serve U S
national secusity interests, including economic interests, insofar as they lead tothe |
creation of dynamic growing econornies and stable opén éivil socxetles. resxstant to’ conﬂnct N
and receptive to U.S. trade and investment. . . . UNDP's focus on sustafiable human L
development fully complements UsAID's core mission in énsuring that economic and socml o

growth, inter alia, builds indigenous self-sustaining capacities at the human and :

See ,1\ Nldl it mnl Security Strategy of Engngun ent. and Enlargement, The Whlte House (Washmgmm
. l ) Hmﬂ)

Cod
“See International Affatrs IML‘I RHLM Fiscal Year 1996, U.S Depanmi\.nt‘i)fsme '(-'w.smmﬁ‘
D.C. ' Mar. T0d5). b

t

: 1
--.!

Page 63 © GAO/NSIAD-97:8 lmmuonu ormmum* i




Chapter 7 .
The United States and UNDP Have Common

Objectives

institutional level. . . . In sﬁm, UNDP is a cost-effective tool in our development arsenal. Full :
funding of UNDP by the U.S. is the best way of stretching our development dollar to promote =~ .°
U.S. interests—UNDP's and [its Administrator’s] objectives are fully supportive of our own.”

USAID's strategy document, Strategies for Sustainable Development, states
that to address the problems of developing countries in a meaningful way,
the United States must articulate a strategy for sustainable developrent.*
UsAID's strategy includes such things as including recipient nation citizens
and institutions in the development process, building the development
capacity of recipient countries, developing integrated country strategies,
and addressing the specific needs of women. In addition, the strategy
paper indicates USAID’s development projects will concentrate on areas
that are “fundamental to sustainable development,” including population
and health, broad-based economic growth, the environment, and
democracy.

As described in chapter 1, UNDP's mission, objectives, practices, and '
projects include the components articulated in USAID’s strategy and
address the same areas that USAID believes are fundamental to susta.mable

development.

In a February 1996 letter to the Chairman of the U.N.’s High-Level Workmg
Group on Strengthening the U.N. System, the U.S. Permanent
Representative to the United Nations stated that “currently, the U.N. tries
-to do too much and, as a result, does too little well. It should focus its
efforts and resources on four core functions.” One of the four core
functions presented was promoting sustainable human
development—UNDP’s core mission. :

U.S. officials in Laos and Vietnam had high praise for UNDP efforts in these
countries. Specifically, the U.S. Ambassador to Laos told us that “without
any qualification that if UNDP.wasn’t here, my job would [be] a lot harder.
In terms of opening this society to the outside world, the U.N. does a lot of
good work and does work the U.S. can't do.” Likewise, the U.S. Charge __
d’Affaires in Vietnam told us that “UNDP’s work is exactly what we hoped o
they would do here.” He added that the issues UNDP promotes are the same  :°
issues the U.S. government tries to promote in Vietham. He said that “[i}f ¥
you constructed a model to move Vietnam from a centrally controlled 1
system to an open system, UNDP's program would be that model. tiNDPS i
projects ‘absolutely’ support U.S. foreign policy objectives in Vietham.”

‘\m » Strate glurnr \u-amhml)h I)vwlnpmvm U\All\(\\’ashmmm\ IH Mar. 1),

i
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govemment in its efforta to’ remove unexpl
explosives left over fromthe wars in Southeast Asm) 5 Accordmg-‘
U.S. Ambassador to Laos, the embassy presented its proposal to the

would have been 1mplemented by thev U .S Depa.rtment of Defense U
officials stated that in order forits development strategy | in Laos;»to b
: successful, it had to mclude a component to remove unexplo _ )

in the program, other donors would not do s0: ‘The United States dec1ded ‘
“to be a pan of the UNDP-led. effort In; 1996 ‘the Umted States made a
$2.7 million in-kind. contnbutxon of trainirig and equxpment to the . :
unexploded ordnance project. To: emphasnze the unporta.nce of UNDP’ s
involvement, the U.S. Ambassador to Laos. told: ‘us that without UNDP's ~
efforts, the United States would ‘not have been able to carry out the ‘
congressionally supported éffort to clear the ordnance .

In Vietnam, UNDP was directly involved w1th aUl.s. embassy effort to

provide humanitarian assistance. Tn May 1996, a: typhoon hit Vietnam: south-*_
of Hanoi. The U.S. embassy wanted to supply $25 000 in humanitarian .
assistance for the rehabilitation of a village a.ffected by.the typhoon. To ;
assist the embassy, UNDP sént an expert to the vﬂlage to assess the T

situation,~work out longthS distribute the money; and momtor how ,the =
money was spent. Embassy officials told us the embassy could rot: i
provided the assistance without UNDP’s involvement because it would: have

i

been impossible for the embassy to monitor how the money was used

UNDP’S Work in - All countries are eligible to partlclpate in UNDP. Therefore, some of thet

X countries with. UNDP projects are subject to legislative restrictions é s
Countries That Are prohibiting the use of U.S. funds. The countries subject to legislative: | -
Subject to U.S. restrictions have vaned over time; however, between: 1992 and 1994 they -
Legislati included Afghanistan, Burma, Cuba, Iran, Iraq, leya North Korea1 and

egls‘a l‘V€ Syria (see table 7.1). UNDP expended approximately $22 million in these .~ ~
Restrictions countries, or 4 percent of the total project expenditures, ﬁmded thmugh e

the core budget in 1994 ,

I m-xplm Iml uulnum ¢ are an tmpvdhm'm to develupment becanse tht‘v Ilmit u\o mnbﬂity m‘ : :
populations and make arable land unmhuhlwblo due to the danget posed to fanuers m\d !l\ou- rum\lm
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Table 7.1: UNDP Project Expenditures

" In Countries Subject to Legislative
Restrictions, 1992-94

U.S. dollars In'thousands -
Country 719920 - 1993. - = . 1994
Afghanistan? $14;811 - CNACT T NA

Burma® NAC L ONALT 810,710
Cuba®®® 2700 - $2:183 . .. 2,013
Irane | 2491 2,054 . o 1673

Irage. N/A NA T o930
Libya®eed . 182 1,000 .. 2277
‘North Korea® NA - NA . .- 2878 .

Syria® NA - NJA L 1,683
Total . $20,164 . $5238 i $22,164_
— T

N/A = Not applicable.

°Countries subject to legislative restri_ctions m 1992.

bCountries subiject to legislative restrictions in-1993.
Countries subject to legislative restrictions in: 1994

9 ibya is considered a UNDP graduate; consequently itis requwed to fully relmburse UND
the cost of the assistance provided. Accordmg to UNDP officials, the Libyan programi‘is:
through cost-sharing contributions, and no:new projects have been: approved since 199

Source: UNDP Bureau for Resources and External Aftairs, Division for R_e_souroe Mobitizatio

According to UNDP, projects in these couniries are atmed at prov1d1ng_
human needs and protectmg the environment. Moreover UNDP -
characterizes the projects'in these countries as | “‘extremely hnuted
a.nd the Department of State also contend that. UNDP democrac_‘ bull

actmtles

Although UNDP provides assxstance to these countnes no pomon of the
U.S. contribution to UNDP is used for prOJects m these countries. The
government withholds the proportionate share of funding for the act_vmes
of international organizations with projects in countnes subject to :
legislative restrictions. Accordmg to State Department guidelines, 1
percentage of funds withheld is based on the level of project expendlture'
UNDP makes in specified countries, calculated as a percentage of' UNDP’S
total core budget. For example, in 1994, UNDP's project expenditures in:
these countries totaled approxxmately $22 2 million. Contrtbuttons tot:the

'
‘-1.
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Matter for
Congressional
Consideration

Agency Comments
and Our Evaluation

core budget in that year equaled $915 5 million. The U. S contributlon
represented 12.7 percent of the total core budget the U.S, propomonate :
share of the $22.2 million in project expenditures was $2.8 million (that is,
12.7 percent). Comequently, the United States reduced its contnbutxon to
the core budget by $2.8 million.

We noted that UNDP’s core budget funds both project and: adrmmstra‘ave
expenditures. The formula State uses to calculate the funds it w1thholds
only considers project expendltures it does not mclude admnustratlve,
expenditures associated with the operation of uNDP ﬁeld offices in these
countries. Consequently, a portion of the U.S. contribution to the core :
budget pays for the operation.of UNDP field offices in these countnes If
field office administrative expenses had beer included:in State’ st b
1994 calculation, the U.S. contribution would have been reduced byan!
additional $585,216. A State official told us that this same formula has- been
employed for calculating the U.S. withholding for all U.N. orga.mzatlons '
that are subject to section 307 of the Foreign Assistance Act of 1961 as
amended (22 U.S.C. 2227).6

-

If Congress wishes to ensure that no U.S. contributions to UNDP w1ll be
used for overhead expenses in countries covered by section 307 of the :
Foreign Affairs Act of 1961, it may wish to e..plicitly require that the State
Department include field office administrative costs when ca.lculatmg the L
amount of the U.S. withholdings. : :

The Department of State disagreed with our assessment that ﬁeld ofﬁce
administrative expenditures be included in the withholding formula State
said that it interprets section 307 of the Foreign Affairs Act of 1961 to:
mean the actual cost of a project, not the associated general overhead
expenses. Moreover, State said that it would be difficult to assign general
overhead expenses to a specific project or program. State also said that it
would not, as a matter of policy, seek to impose.a method of ca]culatlng
the withholding that could reduce the U.S. contribution because it does
not like legislative restrictions that invite politicization and contradict the
principle of universality for participation in U.N. organizations. .

'l‘lu S6 OF gmm Mions ine Iu(h d" organizations lundvd by voluntary contributions made from the State

Department’s International Organizations and Programs Account. We did not calculate what the
additional 1994 withholding would have been for all of these organizations if ddmmlslram'e .
expenditures were included.

b
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We are not advocating the allocation of UNDP headquarters general
overhead expenses. The administrative expenses: referred toin this -
chapter are only those that relate to the operation of ﬁeld offices’i n : o
specific countries and are not directly attributable to a specific: pl'Q] t. .
These costs can be easily ldentlﬁed In hght of State S: commen' , we have.

the formula used to calculate the amount of money w1thheld from _i ;
international organizations that assist certain countries. T e
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N Appendlx I

 Methodology Used to Calculate Growth.
UN DP’s Administrative Budget

The methodology we used to calculate real budgetary- growth drffers om
UNDP's. According to UNDP's calculations, UNDP reduced the admrmstr s
portion of its core budget by $104 8 million: (measured in: ‘1995 dollars :
between the 1992/1993 and 1996/1997 bienniurns. Our calculatlons mdrcate
the reduction was only $46.6: rmlhon The drﬁerence between our [T
calculation and UNDP’s is pnmanly due to the dlfferent rates of mﬂatlon
used. UNDP officials said they used a higher rate of; mﬂatron than we dld
because most of UNDP’s expendltures are made in countnes where the rate
of inflation is much higher than in the United States ; :

‘ -t
We defined real growth from one period to the next as growth that A ‘
exceeds inflation.” When we calculate budget growth. for U S. agencres, the
calculation of real growth is strarghtt‘orward We take a series of budgets
and remove any increases due to inflation by converting the budgets mto :
constant dollars. We then determine the growth rate of" t.he constant dolla.r
budgets; this gives us real growth. g W

.‘ B

In the case of UNDP, there are two complications to that. approach ‘I"lrst '

UNDP makes expenditures in currencies other than in dollars N A

Consequently, if the prices of those foreign goods and- semces rise faster

than U.S. prices, our approach would appear to understate inflation.

However, an intervening factor would be changes in exchange rates In

general, higher overseas inflation rates would be expected to correspond

to the depreciation of foreign currencies relative to the dollar.! Therefore,

if the exchange rate depreciation just offsets the difference between the

forelgn and U.S. inflation rates, the result would be the same as: usmg Us.

inflation to convert UNDP expendrtures into constant. dolla.rs This i isi -

because the greater purchasing power of dollars caused by the "

depreciation of the foreign currency exactly offsets the loss of purchasmg

power of the foreign currency caused by higher foreign mﬂatlon To the

extent that the actual exchange rate does not reflect the relative _

differences in the inflation rates, our methodology would yield faulty i

results that would depend on how much the exchange rate admstment o

differed from the relative inflation rates. b |
. {

The second factor concerns what we and UNDP include in real growth. We

considered real growth as all increases that exceeded the amount

necessary to maintain constant purchasing power. Specmcally, in our :

calculutlon-a we counted as real growth all budgetary inéreases above 1he

L
e PR s

' "ﬂm mnwm i~ knnwn A “pure hnnmu puwer pnmy ‘“\o c\xvhm\m\ mu‘ ndjwm mwdmn tn
differenees in relative inflation e, !

1 . N I
L |
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Methodology Uaed to Cdcuhte Growth in
UNDP's Administrative Budget

growth of the U.S. gross domestic product price mdex 2. UNDP however

" includes wage and benefit increases set forth by the Intematlonal ClVll
Service Commission, such as increases in salary step increments, in
constructing its inflation rate. UNDP reasoned that since personnel cost
increases are mandated by its agreements with the United Nations, \they
should not be counted as part of inflation. In our approach, personnel cost
increases above the mﬂanon rate were counted as real growth. . '

Hiross nlummuv pnulm 1 i uw sum nf lhv money v nlmw nr all gmds uml seIteS pmdm\\d in \h\‘ .
domestic economy during a speeifivd period of time, usially | year. The gross domesiie pmim‘t price
tndox o3 & broad measure of inflation, : '
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Appendlx II

-~ Comparison of UNDP and USAJ D

|

- Compensation Expenditures

The U.S. Civil Service

Is a Comparator for
U.N. Compensation

UNDP and USAID administer programs that are designed to promote
sustainable development in developing countries. Each agency employs a
cadre of professional staff who work in their respective headqumters and
field offices, as well as staff who are local to areas in which they serve!
Similarly, the majority of each organization's staff manage, monitor, and
coordinate programs through the administration of grant and contractor
assistance. For these reasons, the Committee on Foreign Relations
requested that we determine how USAID’s average costs for compensating

its staff compare to UNDP's.!

The United Nations has used the U.S. Civil Service as a comparator for
establishing U.N. standards of remuneration since it was established. The
International Civil Service Commission periodically compares the salary
levels (that is, net salary plus post adjustment) and benefits for UN.
international professionals working in New York to those of U.S. federal
civil servants in Washington, D.C. This comparison covers a broad range
of jobs and grade levels having similar degrees of responsibility..

UNDP follows the standards of remuneration established by the United
Nations for its professional staff. However, it also conducts in-depth °
comparative surveys of job classification standards in the labor market of
countries where UNDP provides development assistance. These surveys
establish equivalent grade levels for their locally recruited personnel.:On
behalf of the United Nations, UNDP conducts periodic salary and benefit .
surveys for its local personnel by using a mix of the presumed best local
employers as comparators. In approximately 82 countries, UNDP has used
the U.S. embassy as a comparator.

In accordancé with the U.N. personnel system, UNDP’s personnel system is
comprised of internationally recruited professionals, general service
employees, locally recruited national professional officers, and field
service officers. As shown in table II.1, the personnel system consists of
five professional grades (P-1 to P-5), two director levels (D-1 and D-2), an
Assistant Secretary General, an Under-Secretary General, seven general
service grades (G-1 through G-7), and four national officer grades.? These
U.N. grade levels have equivalent grades in the U.S. civil service gene‘ral
schedule (Gs), foreign service (¥s), and foreign service mtlonal (FSN) -
personnel Sybt(’lllb

'lnnm" un.lly\\'q "um\pvmnuun"nl‘onlnqnlanw benefits, and allowanees, _ !

AN, (nmmnn Systein of Salartes, Allnwnqu and Bonefits, N Intemational Civil Service
Commission (New Vork, NV T p0 1 ’
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Appendix I1 o .
© Comparison of UNDP and USAID s
. Compensation Expenditures

Table IL1: U.N. and U.S. Government e —————

Grade Equivalents UNDP grade U.S. civil service U.S. foreign service . -
Professionals ST
P-1 - GS-9 FS-5
P-2 GS-11 FS-4 .
P-3 GS-12 (50%)2 GS-13 (50%) FS-3 (50%), FS-2 (50%)
P-4 GS-13 (33.3%), GS-14 (66.6%) _ FS-2
P-5 GS-14 (15%), GS-15 (85%) FS-1 ) _
D-1 SES-1(29%), SES-2 (14%), SFS-1 (29%), SFS-2(14%),
SES-3 (36%), SES-4 (21%) SFS-3 (36%), SFS-4(21%)
D-2 SES-2 (13%), SES-4 (50%), SFS-2 (13%), SFS-4(50%),.
SES-5 (25%), SES-6 (12%) SFS-5 (25%), SFS-6 (12%). S
Locally recrulted staff o
G-1 ’ O NA N/A
G-2 ' T ONA FSN-3
G-3 N/A FSN-4
G-4 N/A FSN-6
G-5 N/A FSN-7
G-6 N/A FSN-8 (50%), FSN-9 (50%)
G-7 N/A FSN-9 »
NOA NA FSN-10 L
NOB N/A , ' FSN-11 !
NOC N/A : FSN-12
NOD N/A : N/A
Legend

SES = Senior Exacutive Service.
SFS = Senior Foreign Service.
NOA-NQOD = National (Professional) Officer level A-D.

N/A = Not applicable.

*Percentages listed in the table indicate the weights used by the internationat Civit Service
Commission_ in making salary comparisons. '

Sburce- GAO adaptation ot a UNDP grade level equivalency chart.

UNDP's compensation plan is based on the U.N. common system—". . . a
single, coordinated set of salaries and allowances . . ."—for internationally
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assessment or internal incoimne tax 5 Staff are pald a net base S
smgle or dependent rate dependmg on fa.rmly status 6 To thls i

New York. By General Assembly agreement, ‘the 'professlonal salarl 40 ;.
New York (base salary plus post’ ad|ustment) : e_s_tabhshed at.alevel tl at
is, on average, 15 percent hlgher than the after- equivalent of U. S.
federal civil service salaries ii Washmg‘ton for eqmva.lent grade levels | .
(after due account is made of the crst of living dlfferential_between New

York and Washington.) !

i
{
In addition to receiving net remuneration, mtematlonally recrmted E
professionals are entitled to a range of benefits and allowances that may
include rental subsidies or deductions; mobility and k ardshlp allowa.nces,
dependency allowances; education grants and travel allowances S
assignment grant arrangements; shipping and msurance_entxtlement |
separation benefits, annual leave, and honie leave pr v_1.s_10ns retirement
and disability provisions; and hazard pay.” Meédical i msurance language
allowances, merit awards, and business class travel are excluded under
the common system and are provided at the discretion of the U.N. agency

In the case of UNDP, staff are covered by contributory medxcal msurance
|

“Personnel Manual Internationally Recruited Staff, UNDP (New York, N.Y.: 1995),p. 1. ~ ;

*The U.N.'s base salary is established on the assumption that it will not be taxed by the govemmem. of

the employee since the United Nations deducts an internal tax or staff assessiment. Gross salaries R
shown.on U.N. salary schedules indicate what staff members' salaries might equate toon a taxable
basis outsxde the agency. These gross salaries are never paid to employees.

“The staff assessment is an internal tax administered by the United Nations and'is analogous 10 a
national income tax. The United Nations levies the tax to avoid the inequalitiés in the lovel-of taxation
between staff members of different nationalities, Personnel Manual Intemnatioially Recruitod Staff,
UNDP. p. 20401-2. For UNDP, the stafl assessment is only used as an internal accounting pm‘ed\m‘ 7
no taxes are collected from staff. : . ol y

“The U8, government requires its citizens and permanent residents to pay income axes on. lhelr
suluries. However, the United Nations refunds the amount paid in federal, state, aiid local 1axes and a
portion of social security. In 1995, UNDP reimbursed its U.S. citizen mnploy:‘os it the amount ol‘

$8.1 million. We included the ULS, tax reimbursotent expendiiure in one mlculmmm .

Under the LLN. cotipensation plan, base sataries reflect the average level of vent.for the dmy ﬁ\annn
Professional staff sy be entitlod to a rental subsidy not o exceed 40 porcent of actual vents if the
avtus reit exceads a threshold percentage. The United Nattons imay also doduet an amvoun. for rent it
free housing is provided. ] o

Page 74 GAO/NSIAD-D7-8 Interivationa) Organtzations - -




Methodology Used to
Compare UNDP and
USAID Compensation
Expenditures

Relative Differences
in UNDP’s and
USAID’s Average
Compensation Costs
Varied by Location
and Grade Level

" Appendix II
" Comparison of UNDP and USAID
. Compensation Expenditures

We developed a three-pronged approach to determine the average costﬁof
compensating UNDP and UsAID employees posted at their respective |
headquarters and field offices. First, we determined each agency’s

(1) overall average compensation costs, (2) average compensation costs
for headquarters staff and field staff, (3) average compensation costs for
professional staff and support staff posted at headquarters, and :

_(4) average compensation costs for professional staff and locally recruited -

staff in field offices.? Second, we determined the average salaries for -
professional staff posted at each agency’s headquarters by grade. ‘We could
not determine USAID's average compensation cost for its profess:onal

employees by grade level because USAID was unable to provide grade level E :
expenditures for benefits and allowances. Third, we determined the -

“weighted average compensation expenditures for staff hlred locally for

countries in which UNDP and USAID were co-located—Bangladesh Benm,
Honduras, Mali, Nicaragua, and Zambia—to examine the differences in
compensation expenditures between the two agencies.®

We obtained 1995 expenditures for salaries, benefits, and allowances from -
both agencies and their respective number of full-time equivalent
employees (FTE) to determine how UNDP's average compensation costs-
compared with UsaID’s. We found that UNDP's 1995 expenditures for
compensation were on average 17.7 percent lower than UsaID’s. As shown
in table I1.2, UNDP spent an average of $39,400 on compensation per ' :
employee, as compared with $47,900 by usam. For all staff posted at UNDP's -
headquarters office in New York, UNDP spent an average of 25.5 percent
more than USAID spent on its headquarters staff in Washington, D.C., or
$88,600 compared with $70,600. However, UNDP spent 31 percent less than
USAID for all staff posted in the field—an average of $27,600 as corpared
with $40,000 spent by UsaID. _ :

We also determined the average compensation costs for professionals .
posted at each agency’s headquarters offices and posted in the field. As

" previously discussed, UNDP’s categories of professional and support |

employees are clearly divided into professional and general service pay
grades, unlike UsAID’s. To determine USAID's average expenditures for

"l YSAID N u)mponsau(m expenditures include pretax salaries plus hem\ﬁh and allowances. Uhllk\‘
UNDP, USAID does not refmburse taxes paid by iLs staff.

“Professional staff were excluded from our analysis of grade level expenditures because of the

previously mentioned imitations. These data would have enabled us to detemiine average
compensation costs por employee for each of the six countries.
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professional compensation, we had to approximate the I-‘l‘E utlhzatlo
professional staff.!? -

25.6 percent less than USAID to compensate 1ts professmnal staff
country offices. On average, UNDP-Spent. approxlmately $132,200' _
professional staff compared to $177,700 spent by USAID. For headqua.rters
support staff, UNDP spent an average of 106.4 percent more than USAID.

UNDP spent an average of $61,300 as compared with $29, 700: spent by USA]D ‘
for support staff in Washington.'?

“"We obtained the total number of FTEs in Washington headquarters and overseas during fiscal '
year 1995 based on actual number of hours worked. We also obtained a breakdown of overseas
staffing as of September 30, 1995, and monthly data on agencywide full-time and parttime employment
for professional and support staff. A USAID official recommended that the number of partime. .-
employees be converted to FTEs using an 80-percent conversion factor. We used the average relative
proportions of professional (Gs-0 and #s-5 and above) ot headquarters and ovem&s mspecuvely‘
estimate the number of FTE professional staff. . 5

""Our analysis showed that of the 45.2-percent difference in professional staff compensluon
expenditures, 26.1 percentage points were due 10 differences in salaries, 6.3 pereentage points to -
diffcrences in pensions, and the remaining 13.8 percentage points to differences i benefits and'
allowancos.

“0ur analyais showed that of the 106.4-percent difforence in support staff compensation emdimm‘
78.8 percentage points were due to differences in salaries, 118 pereentage points to differences in -
pensions, and the remaining 13.8 percentage points to differences m benefits and. allowmm o
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Table 11.2: Comparison of UNDP's and USAID's Average Compensation Costs for 1995 and Relative Dl#tqlbutlon'ot BT

Employees
U.S. dollars in thousands

L

COmpensatloﬁ

Difference in mgmbuﬂon L

compensation kil L e

_ as UNDP . USAID

UNDP UNDP average USAID USAID average percentage of Percentage of . Percentageof -

FTEs compensation FTEs compensation USAID total FTEs ~ total FTES

All staff 5172 $39.4 7,482 $47.9 -17.7% 100% L 100%
Stalf at _ o
headquarters and . _ E
liaison offices® 939 92.4 N/A N/A N/A 18.2 -, 258
Staff at : S .
headquarters only® 822 88.6 1,927 70.6 25.5 15.9 : . 258
Professional staff 387 119.2 1,505 82.1 45.2 7.5 .20 -
Support staff 435 61.3 422 29.7 106.4 8.4 . 87
Staff at field offices 4,233 . 2786 5,555 40.0 ~31.0 a8 _ - 742
Professional staff 417 132.2 876 - 1777 ~25.6 8.0 1T
Locally recruited

staft 3,816 16.2 4,674 14.1 14.9 73.8 ... 6285

(Table notes on néxt page)
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Compensation Expenditures

Comparison of UNDP
and USAID Average
Salary Expenditures
for Headquarters
Professionals

Legend
N/A = Not ap.plicable. C . o

Notes:

: S
1. Al personnel numbers refer to the FTE number of employees. UNDP does not use the-concept
of FTEs. The FTE figures presented were estimated based on personnel data provided by UNDP

2. Average compensation costs include salaries, benefits, and allowances for UNDP and. USAID'
employees. UNDP costs include tax reimbursements provided to U.S. cluzens USAID: costs
implicitly include taxes paid by staff. o i

3. The staff and cost figures above do not include USAID personal service contractors nor UNDP
staff activities of limited duration. : o :

4. UNDP headquarters is located in New York City; USAID ‘headquarters is Iocated in Washmgton
D.C. UNDP has liaison offices in Bonn, Germany; Brussels, Belgium; Copenhagan ‘Denmark;.” !
Geneva, Switzerland: Tokyo. Japan; and Washington, D.C.

S. Professionai staff in field offices include UNDP internationat professionals and their usapD
counterparts. Locally recruited staff include UNDP general service and national officers and thelr
FSN counterparts at USAID. ]

6. USAID provided aggregated data on compensation for overseas and headquarters staff :
separately. We allocated the compensation costs to professional and support staff in proportuon
to their salaries.

7. Total USAID staff FTEs include five USAID FS support staff posted overseas. fhese USAID a
support staff were not included in the professional or locally hired categories. .

SUSAID does not have any liaison offices.

®includes UNDP’s headquarters in New York and USAID's headquarters in Washmglon D! C
only.

We determined the average annualized salaries paid by UNDP to its
professional level staff posted at its New York headquarters otﬁces using
actual average salary expenditures for each grade level for -
September 1995." We compared these grade level salary expenditures to
those incurred by UsAID for its professional civil service and ¥s employees
posted in Washington, after converting Usalb grades to their professlonal
grade level equivalents at UNDP. (See table II.1.)

PWe annualized UNDP's average monthly salaries to armive at approximate annual grade lewl saluv
expenditures for 1995. We added to this, UNDP's expenditures for reimbursing taxes on U.S. éitizen's
salartes. USAID GS and FS grades were converted to UNDP equivalenta using an equivalency chant
pmwded by UNDP. Average salaries were weighted by the relative numbier of emplayees:in cach
agency's personnel classification system. These lmum do not include any honises that may have
accrued during the year. USAID could not provide average costa for beaefits and allowances by grade
level for stafl posted at its headquarters, As a result, expenditures for beneits and: allnwnnm were
not added (o the average annualized salaries by grade, _
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Our analysis showed that UNDP’s average salary expenditures for _ _
professionals were greater than usalD’s. However, as grade levels increase, .=
USAID’s salary expenditures approximate and then exceed UNDP’s at the' :
senior grades. Our analysis of average annualized salary expenses 'qu 1995
shows that UNDP salary expenditures for employees at the P-1 level were
approximately 26.8 percent greater than USAID’s at equivalent Gs-9-and Fs-5

. grades.™ At the P-5 level, which is roughly equivalent to the Gs-15 and Fs-1
levels, UNDP’s expenditures were approximately 14 percent lligher'fha!i
usalD's. However, UNDP's salaries were on average 3 percent lower at the
senior executive and senior Fs officer levels than USAID’s. (See fig. II;‘I;)V;

Figure il.1: Comparison by Grade Level of UNDP and USAID Average Expenditures on Professional Salarié.s, 1995 o

U.S. dollars in thousands

120 -
100 |— -
80 |
60 |- - 3
_ !
40 l PR S —
20 —1 ;
0 :
| ; ; | |
P1/GS9I/FSS P2/GS11/FS4 |P3/6512-13/FSZ-3] P4/GS13-14/FS2 | P5/GS14-15/FSt1 [D1/SES1-4/SFS1-4 [D2/SES2-6/5FS2-6
| .‘ i
} ? ;
uNnoP O 344694 862,186 - §68.150 $87.012 $99.849 $104,086 $110,654
- : . : - . i . - g .
USAID.i $35.261 $42.600 $58.813 i $71,356 $87.765 $105,225 $114,073
i |
Source Calculated from data provided by UNDP and USAID
UENDE employed atotal of 15 people at the P21 and P22 levels in 1995 while USAID employed 200 at

their equeivadent GS and 1S levels.
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Comparison of UNDP and USAID
Compensation Expenditures

- ]
Lower Average
Expenditures
Attributed to Several

Factors

UNDP’s lower overall average expenditures for staff compensation ma
attributed in part to four factors: (1) UNDP professmna.ls posted in.con
offices are entitled to fewer benefits than their USAID. ‘counterparts, :

(2) unDP hires a greater proportion of locally récruited staff than UsMD
(3) UNDP has a higher proportion of support staff than USA!D and (4) UNDP g
compensation costs generally do not include income tax payments T

According to a 1996 Department of State comparatlve study of salanes )
benefits, and allowances paid to U.N. professionals and toU.S. Forelgn e
Service personnel, “Each system includes allowances.and benefits th
not provided for in the other, and where there are snmllantles under?__,
systems, the levels of compensation frequently dtffer ‘The: Departme
State’s comparison also revealed that there is no comparable UN. -
illowance to the foreign transfer, home service transfer and separate
maintenance allowance for the U.S. Foreign Service. leew1se there is. no
comparable termination indemnity, repatriation grant, or dependency
allowance paid to U.S. Foreign- Serv1ce employees i

U.N. personnel working in country offices genera.lly receive: fewer beneﬁts
than their U.S. government employee (Gs and Fs) counterparts Accordmg
to the State Department’s study, “The relative advantage in‘income of
overseas U.S. government employees over U.N. personnel is atmbutable
mainly to two allowances—housing and education—and’ the hardshxp
differential, when applicable, which are all substantially more generous
than their U.N. equlvalents "6 o SRS

Accordmg to our analysxs of 1995 expenditures by each agency, UNDP spent :
an average of $3,000 per employee in rental subsidies for- its' profess1onals -
posted in country offices, as compared with $34,400 i in housmg costs paJd
by usAID. Unlike the housing allowances provided by USAID, UNDP mcludes '
as part of net remuneration (that is, net base-salary plus a- post Lo
adjustment) the average level of rent for the country in- which: 1ts O
professional staff are posted. If rents exceed the amount factored. into the -
net base salary, personnel may be entitled to a rent subsidy, which cannot
exceed 40 percent of the actual rent. U.S. Foreign Service employees, on :
the other hand, may receive free housing or an allowance that e '
substantially covers rental costs. o

UNDP officials attribute their lower average compensatlon costs in part to s
employmg a greater proportion of Iower—patd locally recruited staff \mthm _'

I .
i

1% Hummary of tht United Nations and the U.S. l"()rolgg(\rvu @ Allowul\u' & Bt\m'm \yﬁtem\ . ”
;lnﬂﬁ 1000, Depariment of State, Bureau of International Organization Affairs, ()fﬁw uﬂi N
mplovm( nt Information Asslnmme(lmunml unpubllshvd documeni), p. 1. B
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UNDP’s
Compensation
Expenditures for
Local Hires Exceeds
USAID’s

‘to local prevailing customs and perform duties that are comparable to

their work force than usaip. Locally recruited personnel are pa:d accordmg

UsAID’s FSN employees. As shown previously in table I1.2, apprommately

74 percent (3,816) of all UNDP’s staff is comprised of locally hired natlonal
officers and general service staff, (530 and 3,286, respectively).as~
compared with 62.5 percent (4,674) for usaID. These locallv recnuted
personnel comprise approximately 90 percent (3,816 of 4,233) of UNDP’s
personnel posted in country offices as compared with 84 percent (4 674 of
5,555) of usaip personnel.

UNDP's lower overall compensation expenditures may also be attnbuted to
the mix of its headquarters professional and support staff. As table nz .
shows, UNDP hires a greater percentage of support staff than Usap.
Specifically, the ratio of professional staff to support staff in UNDP's
headquarters is approximately 1:1, while for UsAID it is approximately 4:1.
In other words, for every support staff person hired, usaip hires four
professionals. Consequently, UNDP is able to lower its overall. -
compensation expenditures by utilizing a greater number of lower-paid
support staff and relatively fewer higher-paid professionals. '

Most U.N. member countries have agreed not to require their cxtlzens to
pay income taxes on compensation received as U.N. employees. UNDP s
compensation costs are lower to the extent that they do not include:
money to cover these tax payments. However, since the United States
requires its citizens to pay taxes, UNDP reimburses the U.S. citizens it
employs for these taxes. In 1995, the reimbursement to all U. S cmzens
employed by UNDP totaled $8.1 million. o

Both unprp and UsaIb employ locally recruited staff to carry out a va‘x"iety of
duties in their respective country offices. UNDP's staff are employed in
general service (G-1 through G-7) and national professional officers (NOA -
through NOD) categories. General service staff are employed as i _
“messengers, clerk typists, secretaries, and administrative support.”'® This = '/
category also includes employees with specialized and technical skills, o
such as building maintenance, security guards, and laboratory technicians. . - :
National officers (NOA through NOD) perform professional duties that
require knowledge and experience at the national level.!” UsAID has grade

"Common Svsu m of Salams Allowanus and Benefits, p. 13,

"The job classitication standards for national officers generally equate with profvssmnal levelwork
done by UNDP's international professional category (see Common System of Salariés, All«m mu vs, and
va ﬂls p. I’)) :
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levels (FsN-1 through FsN-12) for its locally hired staff that are rou"gh'ly" |
equivalent to UNDP grades. Furthermore, USAID’S FSNs are employed to _
perform services comparable to their counterparts at uNpp. However, both-'-' ;
uNpP-and State officials stated that UNDP relies more heavily on 1ts.loc_a.l
hires, particularly its national officers, to carry out program activities."

UNDP uses a greater number of local hires because it believes that it should .
maximize the use of national human resources, consistent with its - e
objective of building national capacity. UNDP accords a high degree of, "
responsibility to its national officers, and increasingly to its national staff.
In an effort to build recipient government capacity and to improve the : _
cost-effectiveness of UNDP operations, UNDP is trying to reduce the number -
of its international professionals over time and replace them with namonal '

professionals.

Each agency provides a range of benefits and allowances that are
customarily available in the local labor market. Both UNDP and USAID
provide base pay, step increases, bonuses, allowances, annual and sick
leave, and medical and retirement plans. According to a UNDP ofﬁ'cial,"'t__JNDP :
salaries include all bonuses and other allowances. UsAID’s bonuses and
allowances are paid separately from salaries. :

Although each agency provided similar types of benefits and allowances to'.
its locally recruited staff, UNDP's average compensation expenditures zfor
locally recruited staff exceeded those costs paid by usaip. Overall, UNDP

‘spent on average 14.9 percent more on compensation for locally- recrulted
staff than UsaIp, or $16,200 and $14,100, respectively in 1995. Nevertheless
UNDP’s average expenditure was 31 percent lower for staff posted in ﬁ_eld
offices, when professionals and locally recruited staff were combined:

“To some extent, the differences in the level of expenditures for loca.lly
recruited staff can be attributed to the differences in the principles that
underlie the cornpensation plans instituted by each agency. According to
UNDP’s personnel manual, salary scales and conditions of employment are
determined for locally recruited staff by using the “best prevailing-
conditions found locally for similar work” as a standard of measurement.
This standard ensures that the “U.N. remains a competitive employer" and .
is able “to attract and retain high caliber staff.”'® In ¢ontrast, the Forelgn _
Service National Handbook requires that UsalD provide total . remuneratlon, S

“‘l’a rsnnm-l Mamml Locally Reeruited Staft, UNl)l‘(Nm )‘)()l) p L
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which includes cash and other benefits, if locally prevailing.'* Dltt‘erencas
in each agency’s expenditures may also be attributed to the semonty of. the_ .
staff included in the survey. : :

To further illustrate differences in each agency’'s compensation
expenditures, we compared expenditures for locally hired staff at :
equivalent grade levels in six countries.?’ As shown in table I1.3, UNDP; spent
on average 12 percent more than USAID on salaries, allowances, and e
benefits for locally recruited staff in 1995. UNDP spent an average of :
44 percent more than USAID to compensate its lower-level employees (G-2
to G4), 10 percent more than UsaID to compensate its middle-level : il
employees (G-5 to G-7), and 20 percent more to compensate its upper-level B
national officers. B

"Personnel Manual: Foreign Service Nationals, U.S. Department of State (Washington, D.C.:
May 1995), p. 4.

“Each agency provided data on the number of employees and the salary expenditures at each gratie
level as of September 1995. USAID also provided the average expenditures for each allowance and
benefit paid to the employee at each grade level, However, UNDP was unable to provide its
expenditures for allowances paid to locally hired staff by grade level, As suggestedby a UNDP official,
we applied UNDP's average expenditure for each allowance across all grade levels..

UNDP provided monthly data, which were annualized. USAID provided annual expriiditures. Wtwn
data were provided in forefgn currencies, we used the Intemational Monetary Fund's average annual
exchange rate to convert currenctes to U.S. dollars. When U.S. dollar figures were provided, we used .
the exchange rate given by each agency to convert U.S. dollars 1o foreign currencies and then' used the -
Fund's annual average exchange rate to reconvert the figures to U.S. dollars. This approach was ™ s
employed to ensure unifornity.
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Table 11.3: Comparison of UNDP and USAID Average Compensation Expendltures, by Comparable Grade Group, for Locally o
Recruited Staff in Six Countries, 1995 _ .

Percent

Average

Bangtadesh Benin Honduras Mali Nicaragua Zambia compensatlon .
All staff -13% -4% -26% 34% 35% 45% 12%:
Lower (G-2 to G-4)/ (FSN-3 to
FSN-6) 46 61 36 40 46 34 o 44
Middle (G-5 to G-7)/ v
(FSN-7 to FSN-9) 5 =13 3 32 30 1 o 10
Upper (NOA to NOC)/ ' .
(FSN-10 to FSN-12) -11 . 19 -17 72 - 25 30 20

Notes: -

1. Percentages were calculated using the average of UNDP-to-USAID cost per local staff for each
group and reflect the amount by which UNDP's compensation costs differ from USAID's. USAID
grades have been converted to UNDP equivalents.

2. The figure for all staff was computed by comparing the average compensation expendilufes for
all iocally hired UNDP staff to USAID staff posted in each country. It was not computed as a
weighted average of the three groups. :

3. Compensation costs include salaries. benelits. and allowances.
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Comments From the Department of State

Note: GAO comments
supplementing those in the
report text appear at the
end of this appendix.

]

Chief Financial Officer
Washington, D.C. 20520-7427

February 19, 1997

Dear Mr. Hinton:

We appreciate the opportunity to provide
Department of State comments on your draft report,
"INTERNATIONAL ORGANIZATIONS: U.S. Participation
in the United Nations Development Program,"“
GRO/NSIAD-97-08, GAO Job Code 711168.

Technical corrections are also provided as an
annex. The Department requests that GAO print
verbatim in the final report those corrections that
it does not incorporate into the report text. If you
have any questions concerning this response, please
call Ms. Julia Albrecht, I0O/S/SC, at (202) 647-4826.

Sincerely,
RiMiGreene

Enclosure:
As stated.

cc:
GAO - Mr. Richardson
STATE/10/5/SC - Ms. Albrecht

Mr. Heary L. Hinton, Jr,
Assistant Comptroller General,
National Security and International Affairs,
U.S. General Accounting Office.

United States Department of State
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Now on p. 67.

See comment 1.

Department of State Comments
on the GAO Draft Report,
"INTERNATIONAL ORGANIZATIONS: :
U.S. Participation in the United Nations
Development Program”
GAO/NSIAD-97-08; Job Code 711168

The draft report is consistent with the Administration’s view -
that the United Nations Development Program (UNDP) promotes
many U.S. foreign policy goals in a cost-effective manner.
UNDP plays a pivotal role in: coordinating UN development
assistance. The report notes the efforts underway at UNDP: to:
streamline the organization, tighten its focus and increase
staff accountability. The Department agrees with the report’s; -
recommendations that UNDP should:.strengthen its evaluation and
auditing mechanisms. We will bring these proposals tc the
attention of other members of the Executive Board as well as
UNDP’s senior management, and will ensure that theae concerns

are addressed.

The report mentions the decline in U.S. contributions to UNDP
but does not comment on its impact. The U.S was UNDP's 1argesc
contributor every year from the organization’s inception until:
1996. As UNDP's largest donor, the United States has enjoyed a
degree of influence that exceeds our share of total
contributions. UNDP is headquartered in the U.S. and has
always been headed by an American. The U.S. has always held a
seat on UNDP’'s governing body. The report notes, moreover,
that in monetary terms "the United States receives a greater .-
return on its investment than any other major donor.". In order
to maintain U.S. influence at UNDP, the Administration seeks to
restore U.S. funding to a level consistent with our interests.

With respect to your recommendation (page 87) that: the -
Secretary of State include administrative expenditures in the
formula used to calculate the amount of money withheld from -
international ozganizations that assist these count:;es. we do
not support it and offer the following comments: )

shapter 3 of Part I of the Foreign Assistance Act of 1961, is
amended (FAA), generally governs our voluntary contributions to
international organizations. Section 307 of the FAA provides
that: ' o

"Notwithstanding any other provision of law, none of the
funds authorized to be appropriated by this chapter shall
" be available for the United States proportionate. shate for
programs for Burma, Iraq, North Korea, Syria, Libya, Itan,
Cuba, or the Palestine Liberation Organization or for
projects whose purpose is to provide benefits to the
Palostln: Liberation Organization or entities associated
with it, .
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Department of State Comments
on the GAO Draft Report,
"INTERNATIONAL ORGANIZATIONS:
U.S. Participation in the United Natxons
Development Program”
GAO/NSTAD-97-08; Job Code 711168

The draft report is consistent with the Administration’s view
that the United Nations Development Program  (UNDP) promotes
many U.S. foreign policy goals in a cost-effective manner. .
UNDP plays a pivotal role in coordinating UN development
asgistance. The report notes the efforts underway at UNDP:to
streamline the organization, tighten its focus and increase
staff accountability. The Department agrees with the report LE
recommendations that UNDP should strengthen its evaluation:’ andr
auditing mechanisms. We will bring these proposals to the
attention of other members of the Executive Board as well as
UNNF’s senior management, and will ensure that: these concerns

are addressed.

The report mentions the decline in U.S. contributions to UNDP
but does not comment on its impact. The U.S was UNDP's largest
contributor every year from the organization’s inception until
1996. As UNDP’s largest donor, the United States has enjoyed a
degree of influence that exceeds our share of total
contributions, UNDP is headquartered in the U.S. and has
always been headed by an American. The U.S. has always held a:
seat on UNDP’'s governing body. The report notes; moreover, :
that in monetary terms "the United States receives a greater
return on its investment than any other major donor." In order
to maintain U.S. influence at UNDP, the Administration seeks to
restore U.S. funding to a level consistent with our’ intetests.

With respect to your recommendation (page 87) that the .
Secretary of State include administrative expenditures ‘in the .
formula used to calculate the amount of money withheld frém
international organizations that assist these countries, we do
not support it and offer the following comments: :

Chapter 3 of Part I of the Foreign Assistance Act of 1961.'(9

amended (FAA), generally governs our voluntary cohatributions to
international orgnnxzacions. Section 307 of the FAA ptovxdea
that-

"Notw;thstanding any other provision of 1aw. none of the
funds authorized to be appropriated by this chapter. shall
_be available for the United States proportionate share for.
programs for Burma, Iraq, North Korea, Syria, -Libya, Iran,
Cuba, or the Palestine Liberation Organization or for :

projects whose purpose is to provide benefita to the
Palestine Liberation Organization or ontitles asaoelatad

with it."
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The following is GAO’s comment on the Department of State’s: letter dated L
February 19, 1997. i

1. In view of State’s disagreement with our recommendation to mclude .
GAO Comment field office administrative costs in the formula, we have made thJs a Matter' :

jfor Congressional Consideration.

Fuae® .. GAOMNSIAD-H7S Intoraationsl Orgabisations




Appendix IV

Comments From US

Note: GAO comments
supplementing those in the
report text appear at the
end of this appendix. @‘::

e

USAID

U.S. AGENLY FOR
INTCRNATIONAL
DIVELOPMINT

Mr. Henry L. Hinton, Jr.
Assistant Comptroller General
National Security and International Affairs Division

U.S. General Accounting Office
441 G Street, N.W. - Room 4039
Washington, D. C. 20548

Dear Mr. Hinton:

I am pleased to provide the U.S. Agency for International
Development's (USAID) formal response on the draft GAO report
entitled "U.S. Participation in the United Nations Development

Program" (January 1997).

. The report presents a balanced assessment of the United
Nations Development Program (UNDP). USAID works closely with
UNDP in many countries and we concur with the principal
conclusions of the draft report.

. " In particular, we agree that UNDP has taken steps to
strengthen its coordination of UN programs and has begun to
improve its evaluation systema. The effective coordination of
development assistance and the evaluation of results are :
principal concerns of USAID. We stand ready to continue to work
with UNDP, as we did in 1996, regarding our performance :
‘monitoring and impact evaluation systems.

USAID, however, has strong concerns with the comparison of
UNDP and USAID compensation costs. We bsliave that the section
of the report should either be eliminated or better supported.
The enclosure contains a number of comments and methodological
questions for your consideration.

Thank you for the opportunity to_respond to the GAO draft
report and for the courtesies exte by your staff in the :
conduct of this review.

prne
Adminigtrator

Bufeau Management

Enclosure: as stated

E

R
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See comment 1.

See comment 1.

See comment 1.

See comment 2.

USAID COMMENTS ON GAO DRAFT REPORT )
"U.S. PARTICIPATION IN THE UNITED NATIONS DEVELOPMENT PROGRAM"

USAID is concerned that the methodology used to compare
compenlation expenditures is flawed. Specifically, USAID .
belisves it is misleading to compare agency compensation by using
an across-the-board average. Thie approach assumes that the
enmployment categories used in the report are comparable. This
section of the report should be removed or better supported by
explaining the methodology used to compare the compensation
expenditures.

Explovee Categories

e As the GAO data shows, there are variations for compensation
within employment categories. For example, the report finds that
UNDP headquarter's personnel receive greater compensation than
USAID personnel in Washington. Thus an appropriate question is
whether the findings were based on comparison of the full range
of duties performed by the employees of the two agencies. Both
USAID and UNDP have different workforce categories. - USAID
believes that variations in compensation for the workforce
categories are caused by the differences between the mission of
the two agencies as well as differences in responsibilities of
employees in different categories. Each organization uses a
combination of permanent core staff; personal services
contractors (recruited from a worldwide pool in the case of UNDP,
and primarily from the U.S. in the case of USAID); and local -
eaployees. Therefore a useful approach would be to examine and
compare the compensation for each cadre of personnel, as well as,
each cadre's share of the total workforce. If, for example,
USAID relies relatively more on a cadre of direct-hire permanent
staff and UNDP relies more heavily on contract staff, the
compensation costs for USAID would be expected to be greater. .
- There are other factors that may account for the
differences in compensation expenditures; these include: -

e It is not clear whether the analysis of UNDP professional
salaries was based on gross remuneration or net remuneration.
Specifically, did the salary totals include the staff assaessment
and post allowances? In the case of USAID, all employaes
(foreign service, civil service, and perscnal services
contractors) must pay. income taxes. In the case of UNDP, .
treatment of taxes varies widely and thus their employees may
have a different, and perhaps lower, tax burden.

e It may ‘not be valid to compare USAID staff who are career
members of the U.S. diplomatic corps with UNDP staff who may be
recruited off-shore for a particular assignment. USAID assigns
enployees overseas as part of a career service that requires
rotational assignments abroad. Thus, the costs of periodic¢
relocation of staff is higher than the coasts associated with
temporary employment. USAID invests in its employees on a long




Appendﬂxlv
ConumenmsiionLUSAJD

2

term basis, building and relying heavily on a career cadre,>"
rather than recruiting poraonnel tor temporary assiqnments.

’ s Because USAID is part: of . the USG foreign atfairs connunity i S
See comment 1. U.S. citizens must manage. its. woerk overseas. Because UNDP :.' o
recruits from a worldwide pool, ‘average personnel coste nay be .
lower than average u s._salaries.f_ . )

See comment 1. e USAID is bound; like all" fede:al agcncies, by the law to :
provide subatantially cquul pay for equal.work, ‘under the U.S.
Pay Comparability Act. Therefore USAID: galaries levels must be
comparable to those iniother federal agenciés and thus . D
differences in compensation’ ‘should be considered withzn the
broader tramnvork of Usc-vlde conpan-ation requitenonts.;*-

See comment 1. o similarly, USAID. ig- requircd to ptovide allovances and :
benefits in accordance with-:standard. regulationa ‘that cover. all
U.S. employees posted overseas, 1nc1uding DOD. civ;lians..g, i

See comment 3. o USAID intentiocnally uses its“locally recruited’ ‘workforce in Rt
morae senior positiona than ‘UNDP. i USAID. senior Foreign Service B
Nationals (FSNs) occupy: ‘positiona of responsibility and are among ;
the best trained host country. nationnla.. .UNDP performs similar : S
technical and protessional functions by relyan on 'professxonal" ' o
staff, recruited.off-shore from a worldwide pool. - If UNDP local : B
staff perform mostly' 1logistical support functions, .but fewer o
professional functions, USAID local stat! cootc would he hlqher. o

Nature of Programs _ _ L
See comment 4 e The analysis does not assesa whethet the size and complexity ‘~§
’ of the courtry .programs ‘managed by USAID ‘are comparable with: =~ ... .

those of the UNDP. We bslieve that USAID implements larger and . - .
more complex programs: ‘which’ enand greater. ovorsight and more.. < - -
highly skilled:professionals. : For example, USAID employs :
overseas controllers: who are: part of the agency's pernmanent o
staff. These individuals hold' ‘advanced - degrees and have tecoivad
professional certifications from professional. associations. UNDP .
does not nmploy a similar cudre ot such proteauionals overseas. ...

See comment 5. e USAID ism a single ovoruaan organization that. adninistetn the ff,é
vast majority of all U.S. foreign assistance programs, while UNDP. |

is one of several U.N. organizations administering assistance Co
programs that maintain ‘separate overseas:offices,. The question
is whether comparing the administrative.costs of USAID with only
those of UNDP is an appropriate base. Perhups a- nore npproprinte
base for comparison of USAID and.UNDP would. ba to consider UNDP
togathar with ite: assoclated aqonelcc. While wa are not auras ”f o
vhat this analysis would reveal, ve believe that USAID -pnndn n
smaller share Of resources on qdninlatorlnq progtanu.-ﬂ R
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GAO Comments

The following are Gao's comments on USAIC's letter dated February 13;: B
1997.

Page 2 ' " GAO/NSIADH7-8 International Orgsiizations

1. Appendix II provides a detailed section on the methodology we used to
compare UNDP and USAID compensation expenditures. The methodolog
was developed in close cooperation with budget and human resources
staff from the U.S. Department of State, USAID, and UNDP. As explamed m
the appendix, the analysis compares overall average compensation costs _
for each agency. In addition, we compared average compensation costs for
professional and support staff, headquarters and field staff, and: loca]ly
recruited staff. Using a grade level equivalency chart developed: by UNDP
employing International Civil Service Commission data, we also N -
determined the average salary expenditures for each agency's professxona.l
staff in headquarters locations by grade level. The data contained in. t.he :
equivalency chart are updated every 4 to 5 years by the U.S. Office of- :
Personnel Management and the International Civil Service Commission. :
Our analysis included all compensation costs such as salary, benefits, and
allowances. Because our analysis focused on compensation costs; not
employee remuneration, the controlling factor was whether the agency
incurred expenditures.

2. UNDP's international professional staff serve both in UNDP’s headquarters o
and 132 field offices located around the world. In field offices,
international professionals are recruited from outside the country in Wthh
they serve; are rotated on periodic basis; and are considered career staff,
not temporary staff. Our a.na.lysns compared UNDP's international
professional staff to usaib’s U.S,, direct hire/career Civil Service and Fs

~ staff,

3. It is UNDP's policy to delegate as much responsibility as possible for
running its program in the field to its locally recruited staff in an effort to
build local capacity. Further, UNDP employs locally recruited staffat . -
comparable grade levels to U.S. FsN. UNDP’s locally recruited senior staff
are employed as national professional officers to perform duties that
require knowledge and experience at the national level. Accordingtoa
knowledgeable State official, UNDP used its locally recruited staffin. mom
senior positions than FsNs employed by the United States.

4. As previously explained, our analysis compared average cdn\bensaﬁoh
costs incurred by UNDP and USAID in 1995, using a grade level equivalency.
chart to assure comparability of positions, and our report acknowledges:
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that a primary factor causmg compensation | costs to dlffer between
agencies is the different mix of employees used. The scope of’ this rei
did not include determining the extent to which program differences
existed or whether this was a majorreason for the dlfferent mlx of
employees used. :

5. All U.N. agencies use the “common system,” established by the
International Civil Service Comnussnon, to detenmne employee

compensation. Consequently, although the dlst.nbutlon of employe_
among the various grade levels or headquarters and field offices | \F:
among the U.N. agencies, the basic method of compensauon does Ko

. Pagess 7L GAO/INSIAD-7:8 Invernationil ¢
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Note: GAO comments
supplementing those in the
report text appear at the
end of this appendix.

10 Pebruary 1997

Dear Mr Johnson,

I am pleased to comment on the United States General Accounting Office's Draft
Report on U S Participation in the United Nations Development Program. which 1 have
read with great interest. GAO has conducted an extensive review of UNDP and { agree
with many of the findings. It was heartening to see that the GAO has recognized the
progress made by UNDP since GAQO's last report in 1990.

As you know, we have embarked on a major program of internal reform aimed at
improving our effectiveness in promoting sustainable human development and eradicating
poverty, especially in the poorest countries in the world. We have made significant
progress in revitalizing our organization while reducing costs and increasing
accountability. Of course, more needs to be done. We also have made a major
commitment to strengthen both our network of country offices as well as the United
Nations Resident Coordinator system. Virtually the total costs of the Resident
Coordinator system are in fact borne by UNDP. UNDP is committed to further and deeper
reform as work continues through a managed change process. The GAO Report will play
a constructive role in support of our internal reform effort

| was pleased to see the very supportive comments made by the United States
Ambassador (0 Laos and the United States Chargé d'Affaires in Viet Nam on the
important work of UNDP carried out at the country level. | note the GAO's observanons
that the UNDP program is consistent with the nationat sccurity and foreign policy
objectives of the United States and that the United States receives a greater retum on its
investment than any other major donor nation. It is, however, important to underscore the
fact of UNDP's neutrality. With the guidance of our 36 member Executive Board (on
which the United States is rcpresented), UNDP works closely with both donors and
recipient countrics to promote the important principles of the United Nations Charter

/

Mr Harold-} Johnson

Assaciate Director

International Relations and Trade Issues

National Security and International Affairs Division
United States

Cieneral Accounting Office

Washington, D ¢ 20548

Onn Unied Nations Plazs o New York NY 10017
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See comment 1.

The remainder of this letter summarizes’ my spemﬁc commems on the Repon | IR
will focus on areas where:UNDP is making a speclal ¢ffont to improve or wh
be some misunderstanding. ‘These include: (1) monitoring and evnlultlo ; J %
accountability, audit and internal control;: 3): UND! niversality -of ‘presence. . (4) the -
cost comparison with USAID; and (5) UNDPs mlemll‘refonn prognrn Demled poml~ ;
by-point responses will be provided under sepame cover : :

UNDZP's EFFORTS TO IMPROVE MONITORI C AND EVALUATION

o In genoral the draft report pnsemsnhlr ) &
and ‘evaluation in UNDP from' an accountability: paapecuve The - drlﬂ Teport- cites
shortcomings which we ourselves have acknowledged in our own lmaml rq)om ‘Arthe’ slme i
time, it recognizes initiatives that UNDP has taken to addms some: ofthe outsnndmg um- @
and problems.

Regarding the number of evalustions undemken. the duﬁ upon eonsldes the tou! -
number of projects. UNDP has -prigritized evduatlve work on’ the basis’ of !he financial
importance of the projects. Indeed, the 470 - pro)er.ts ellg'ble for mndalory evnlumon
represents only 14 pes cent of the total of 3231 projects approved for 1988 and 1989: ©
However, what is more significant is the magnitude. of financial . moumes_-'eqvuul by "
mandatory evaluations. The total resources of these projects eligible for mandatory evaluation - -
represents 69 per cent of the total resources ‘approved for all projects in UNDP's ponfolio:
Therefore, with respect to coverage, mlnduory evaluations can provide an ldequue baisis for -
ensuring accountability for resources provndcd 0 mpmt coumna Co

As of January 1997, the eompllanee rate: fnr mmdnory evnhunon of pmjecls appmved- o )
in 1988 and 1989 is 64 per cent (300 evaluations eonducted out of the 470 projects eligidle for -
mandatory evaluation). The rate, however, would i mcruse ) ki per cent nf one oonudered the: -

o number of projects that could not be evuhmed beause oftl\e cnisis- ﬂmom (23) R
in the countries of location, and for ‘vther justified feasons- (14), inchuding project -
cancellation, evaluation conducted by: Rinds ldmlmtued by UNDP ml ox. post T
evalultlon or evaluation of project cluum pllnned lnd :

e the number of evaluations te-scheduled ( l0) _
1n addition 10 the mandatory evaluation ol‘ propm with m of over SI mmon |

UNDP has also cvaluated projects that are innovative, are contemplating a substantive revision, -
or have serious operationa) difficulties.As of- 1995, these other evaluatioiis' conftituted four

per cent of the total number of projects approved for ms md 1989 nnd npmam o,bom nire S

per cent of the total ﬂmcml resources
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Now on p. 33.

The draft repont indicates thit:im 'rovemems are. needed, : especully" emphasmng lhe_
need for evaluatians to focus on the of projécts (see page: 42). ‘Thi ;
with UNDP's efforts While we recognize the need for improvemenit, UNDP's worl _
is refatively advanced when' bemhnnrked wulh other Unned Nnuons orgmnnons md most
bnlneral donors. ! - :

Efforts to determine impact:: however. all for i ot of zvaluation p
se, but also in other stages of the project cycle. ‘These'include the: eollecnon_ofbanhm daawm.
the project design stage; the: devdopmem ‘and selection -of indicators, h 3 :
analysis of time-series data: for those: indicators’ uu'ough reguiar momonng. in otder to have a .
basis for evaluating impact at later stage. The selection of’ indicators'in‘a manner to enable -,
the assessment of global impact Acrass projects, projgrammes; eummes;:mpons on thematic:
lines is curremly being worked ori. Thetaponsﬂnb!yofpmjwduws i dmamgasmlhu
regard needs to be reinforced” ‘These pre-requisites’ are unpha.ued in the new: (nmﬁm- i
Principles on Monitoring and Ei mluanm whach will be msed shortly -

Work is ongoing in our change: proe&ss. ’
strengthen our abitity to manage and initiate the poll AN
conducts. We will ensure that® evo]um i- findings“are not only nceesn'ble to stlﬂ‘ und-'_-'_"
stakeholders but are also built into UNDP's knowledse Systerii to serve: pohcy and. programme
development. In this regard, thechnngeproe&umumnmdmwwmmluuoml
arrangements to enhance the learning | uspects of the evulnlnon funétion. : :

On the issue ofpmgnrmne ovemght. you mny wuh to take ‘note. of the ﬁu thn_-
UNDP has established a Programme Mnnngement Oversight Conimiitee (PMOC) The anmal
reviews of programmes conducted by country oﬁmund regional bureatix are- upomdby the
bureaux to the PMOC, culminating in individual country presertations every three.years: The -
lnmdrepoﬂsmpmtedtoﬂn&xeumwnoud mmwummommol
8t the level of implementation and complement evaluation reponts. They Imk project and'
programme performance with the ﬁmcuonmg oﬂhe country ofﬂee . _

In addmon the PMOC by |da|ul§nng speull mnovanve pmjeas tbr dou momm .
has established & system for UNDP to “learn: from  ifinovative- experiences In” addition -
considerable improvements have been mmade in‘the deasn of the programe- wueh which
will link the monitoring of programmes with the annual Imdgm lwmons laduu 10 an-enhance |
monnonng of our initiatives e :

PERSONAL ACCOUNTABILITY, AUDIT AND mruum. oounol. '

Comnunuﬂ\emwnmllmofludnmd!mundeonml mumwamm: Loy
Management Review (DAMR) has already implomontod revised audht plifning methodology, © '
that includes the linkage betweer available resotirces and ihe determination of priorities. UNDP -
i8 in the process of initiating a number of additional ‘steps to ‘Rurther -strengthen (DAMR), .
including additional sub-contraciing of Couniry Office siidits to itemational ‘firms of high
repute to increase coverige and ﬂ‘qumcy of wudiis. { am commined to mln ldﬂilionll
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resources available to DAMR as part of the 199811999 b:enmum budget subnusuon whlch wﬂl
vesult in a substantially strengthened: lnd cnpable unit. ) g

DAMR in close consulmwn Wi . he:_ Extunal Board of Audnors. hls mmned
additional procedures with a view t6 merwmg exwml suilit, covenage of Nmomlly Executed:
PmJects The issue of National Execunon wlueh eanrll %o our: eﬂbm 40 build self-reliance

example. both our human resources and our ﬁnanee dms:on are worlurc-.to raengrau thur
pmtouhmmmmeﬁamq » L ’

We have defined the organizational values thu wdl drive the UNDP
framework recently endorsed by the: Executive. Board  That framework - us ,
cuiture where pmhferaung tules and manuas pmdnee inertia to one where. Mum their: .
judgment and initiative. In developing the system .of accountability we have engaged experts’
from the National Law Center of the George Washington University in Washington, D.C:' .
compare our current system whkeyfummofsynmmbhshedbyoﬂuom In-
addition, the Review Team has identified “best practices” that can further i improve &nd enhance :
the UNDP accountability system. We-have taken: thar srecomimendations it m m ‘our’
ongoing change effort to make UNDP:and its siaff mofe nocwntlble _

Umvnsu.rrv OF UNDP HII.SENCE

Asis appropnlte for an international: development ommmm UNDP mnmm a

universality of field presence. While we do'maintain prograins in States thit may have policies. - o

inconsistent with the United States, this should not lead ‘one to conchude. that-the UNDP -
programs in these countries aré it odds with U'S. foreign.policy objectives. lnmemdouf
UNDP subsidize or promote anti-democratic policies. Rather, UNDP- carTies ona nm of
activitics that provide support to ‘ensure. befter lives for people living in these: - countries,
especially the poor, which is consitent \mlhthegoalofUS ‘foreign policy. 1'can assure you
thtwrmtknnnmddmsuwyhmhummwmmhmmhm
where we work

Collectively, through the proceuu of plnmpnory devdopmm whleh invelves’
non-government organizations and - the - private “sector, . public administration reform,
economic liberalization and theé dlmlnmon of powny UNDP's pmrlm promote the -
Charter of the United Nations and reinforce trends in liné with: the tinterests of the United:
States and other democratic couniries with-frée ot mued-mdm tymm
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The amount of U'NDP resources allocated to these courtries is very modesl and. i
fact. much less than to other countriesiin sumlar economlc circumstances. The Executive Board
of UNDP reviews and approves our progiams in these countries, all of which: are ‘i in’ full
compliance with relevant policy guidelines. |- would be pleased to provide more. details about"- :
our programs in any of the countries menuoned in your report. ) L

COMPARISON OF UNDP AND USAID

In order to put the comparison of USAID and UNDP'in better per'sneCKEVe letme -
briefly mention UNDP's human resources’ situation. Qur core staff- _comprise: the:
international professionals, national professtonals and general-service staff’ ‘Even:

UNDP started off with a large nuriiber of imtermational professnonals, ‘over.the years. _they SRR

have been substituted by national professxonals who'serve it the country offices. “This was'’
done both as a component of UNDP's mandate 10 transfer management of developmem 10

national actors, as well as to improveé- cost-efféctiveness of UNDP's dehvery structure
The remuneration of national professionals and local’general-service staff is determii '
accordance with the common United Nations Iocnl salary survey methodology- ‘that uses
local comparators, normally including the United Slates embassy in that country .

We believe that some of the general staternents made in the report on the hl,ghu"
benefits paid to USAID staff would benefit from a more systematic compnnson in monetlry

térms, if at all possnble
UNDP INTERNAL REFORM PROGRAM

UNDP has embarked on a change process, which we call UNDP 2001, ‘o -ensure -
that the organization moves forward into the 21st century in a way that impacts on'the-
eradication of poverty through the promotion of sustainable human development at the
country level This initiative builds on and intensifies change at UNDP -on-going since
1994 UNDP will have: .

®  aclear, cliem focus;
well-defined services,

o shared orgamzauonnl values and managerial principles with an accountabdny
framework and provisions for staff empowerment, recogmuon and sancnons. :
a qualified and optimally-located staff ieam, -
a leaner, flatter structure, whose heddquarters concemrates on corponle
strategy and decision-making,’ manngemem support and control .and whose
country offices arc empowered to”manage operations lhrough delegunon
managed networks and ex-post:systems of accountability; -
resources sufficient to support its important mission; and
partnerships and progiams at global;: regional aid nationial levels - o suppon
specific goals of the United Nations system.
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The preparatory phase of the change process (May to July 1996) fom\ullted and
initiated seven internal projects run on. a participatory basis by - staff teams from
headquarters and country offices. Through the work of these projects. the subsequent
phase (August to November 1996) articulated :the -elements -of a.design: for. change: -
intended to close the gap between the situation loday and the vision 6f UNDP 2001. This:
‘compilation of recommendations has been " reviewed and - endorsed’ by the- Chinge
Management Committee (composed of 21 staff members at all levels) and‘approved by the:
Executive Committee (UNDP's senior mlnagers) in January 1997. The reeommondluoiu
will be presented to the May 1997 annual session:of the Executive Board. Once lpproved
implementation will begin immediately lhereaﬂer o

In closing, let me emphasize that UNDP is a development institution that looks at
itself closely in order to learn from its past successes and failures. We are in the process of
a significant change that is designed to increase-our ability to catulyze sustainable human
development impact and results where it counts the most -- in the poorest countries in the

world.

Yours sincerely,

N

James Gustave Speth

GAO/NSIAD.97.8 Intér
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The following is GAO’s comment on UNDP's letter dated February 10, 1997 - -'-'{j

|
R

1. We agree with UNDP that while only 14 percent of the pro_)ects approved
in 1988 and 1989 were mandated by UNDP regulations to be evaluated, this "
covered a much higher percentage of the total resources. apphed to | ’-. :;'-
projects for those years. Our final report has been modified to. reﬂect thls

R

fact.
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