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Report To The Congress

OF THE UNITED OIATES

Improving Financial Management
In the United Nations by Strengthening
Audits and Evaluations

Financial management can be rmproved i the
United Nations and ts speciabized agencies,
whose combined budgets exceed $2 tilhon,
through more effective audits and evaluations.
This is essential to the effective use of these
large funds. U.N. audits and GAO reviews
have pomted out serious  financial manage
ment  problems . Audits and evaluations have
not yet reached the stage where U.N. dect
stonmakers can systematically  recewve valid
information about the worth of U.N. active
ties.

GAOQO recommends financial management
improvements, mcluding the esiablishinent of
the posttion of Auditor Generai ot the United
Nations These improvements can be accom
plished only through active support of ‘he
member governments and U N. otficials at the
highest levels.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20348

B-168767

To the President of the Senate and the
Speaker of the House of Representatives

This report discusses ways that financial management in
the United Nations can be improved through U.S. and other
member governments' efforts toc obtain more effective audits
and evaluations.

Copies of this report are being sent to thec Director,
Office of Management and Budget; the Secretary of State;
and to the appropriate congressional mmjittees.

C mptroiler General
of the United States



COMPTROLLER GENERAL'S TEPROVING FINANMCIAL MANAGEMENT

REPORT TO THE CONGRESS I¥ “HE UNITED NATIONS BY
' STRENGTHENING AUDITS AND
EVALUATIONS
DIGEST

Rapidly increasing budgets of the United
Nations (U.N.) system--the United Nations,
its specialized agencies, and the Inter-
national Atomic Energy Agency--have
increased the need for greatly improved
financial managemncnt. In 1967, the combined
budgets (exclusive of trust funds) of the
U.N. system amounted to $642 millior. w. 'h
the United States contributing $262 mil-
lion. Ten years later, the same budgets
amounted to over $2.4 billion, with the
United States contributing $600 million.

Improved financial management will increase
efficiency and economy in U.N. operations
at all levels and will permit & greater
portion of the available funds to be applied
directly to programs. These needs can be
accomplished only with the active support
of the member governments, including the
United States, and U.N. officials at the
highest levels. 1In 1978, a U.S. delegate
to the United Nations emphasized that the
United Nations must improve its financial
management, pointing out it cannot afford
the risk or the costs of mismanagement.

Although the current GAO review disclosed
that improvements in external and internal
audits and evaluations in the U.N. system
are taking place, more needs to be done.
The United Nations should inform its con-
tributors and its beneficiaries about how
effectively the monies provided are being
used. To do this the United Nations should
be in the forefront of auditing practices.
It is not.

EXTERNAL AUDITS

External audi:-.ing in the U.N. system is
carried out by the U.N. Board of Auditors
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and the External Auditors of the specialized
agencies. In recent years, to coaform to
modern accounting and auditing practices,
the External Auditors cf the United Nations
and specialized agencies have expanded the
scope of their reviews and included more
administrative and management aspects in
their reviews. (See p. 11.)

Because not all countries have adopted this
auditing concept and the committee to whom

the Board reported was not specifically set up
to discuss audit recommendations, the modern
approach could be jeopardized as Board members
change. To make audits more effective, a recent
consultants' report to a member of the Board of
Auditors stated there was a need for more fund-
amental changes in the charter and organization
of the Board of Auditors. The report recom-
mended establishing an Auditor General with
staff drawn from member countries and the

Board becoming more an overseer or audit
committee, rather than being involved in the
details of the audit. GAO believes such a
change is necessary. (See pp. 5 to 10.)

INTERNAL AUDITS

Internal audits in the United Nations are
carried out through the Internal Audit
Service, ard by other internal audit units

in several related and subsidiary agencies,
and the specialized agencies. Internal audit
units in the U.N. system should provide
management with needed assurances that finan-
cial controls are adequate and should furnish
analysis and recommendations concerning the
activities reviewed. (See p. 17.)

Internal audit reports are not made avail-
able to member governments, thus, GAO has
not been able to review the internal audit
reports and cannot state whether these
reports have accomplished their purpose.

GAO did note there is a need for improvement
in the type of reviews performed and in the
training and number of assigned statf. Bud-
get constraints are currently limiting some
of these needed improvements. (See pp. 17
and 19.)
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EVALUATIONS

External evaluations throughout the U.N, system
are conducted by the Joint Inspection Unit, a
body of 11 inspectors, and support personnel.
The Joint Inspection Unit was granted perma-
nent status by the United Naticns, effective
January 1978, and most specialized agencies
since that time have accepted the new status.
Besides conducting external evaluations, this
unit also assists U.N. organizations in estab-
lishing and improving internal evaluation
mechanisms. It is regarded by the Administra-
tion as the independent evaluation unit in the
United Nations that the Congress sought to
have established by its 1973 amendment to the
Foreign Assistance Act. (See pp. 22 and 23.)

The Joint Inspection Unit has noted that
improvements in evaluations in thc U.N. system
have taken place during the last couple of
years, but that much more needs to be done.
These efforts have not yet developed to where
U.N. decisionmakers can systematically receive
valid information about the worth of U.N.
activities. (See pp. 23 and 25.)

RECOMMENDATIONS

GAO recommends that the Secretary of State
instruct the U.S. Mission ané U.S. delegates
to the Urited Nations to work with member
country delegates in establishing a profes-
sionally qualified audit group, headed by an
Auditor General who would be responsible for
conducting the external audit of the United
Nations and its related or subsidiary organi-
zations. Improved auditing procedures in the
United Nations are needed immediately and
thorough consideration of the recommendations
contained in the consultants' report must be
assured. The U.S. Delegation should give
maximum support to those proposed actions.
(See p. 10.)

GAO is making several other recommendations.
(See pp. 16, 20, and 33.)

Tear Sheet iii



AGENCY COMMENTS

State Department officials have stated that
they fully support the GAO reccmmendations.
{See pp. 10 and 16.)
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CHAPTER 1

INTRODUCTION

The United Nations (U.N.), which was established in 1945,
had a system-wide budget of over $2.4 billion in 1977. The
United Nations is composed of six main organizations-~the
Security Council, the International Court of Justice, the
Trusteeship Council, the Economic and Social Council, the
Secretariat, and the General Assembly. In addition, the U.N.
system presently includes nearly 30 major subsidiary and spe-
clalized agencies. The latter are agencies independent, auto-
nomous organizations which have separate statutes, budgets,
staffs and memberships.

From the 51 original member countries, the United Nations
has grown significantly to the present 151 member nations.
Similarly, the U.N. budget and U.S. contributijons have grown.
As shown in the following graph for the period 1967 to 1977,
the U.N. budget has increased from $642 million to over $2.4
billion, and U.S. contributions have increased from $262 mil-
lion to about $600 million.

With the large amounts expended by the U.N. system, we
believe the United Nations should account for how effectively
monies are being used to its contributors and to its bene-
ficiaries. Thus, effective financial management, including
internal and external auditing and evaluations, has become
more important.

The United Nations should identify for member governments
the objects for which resources have been devoted and the
manner and effect of their application. 1In the U.N. system,
several organizations have been established in an attempt to
carry out this responsibility. These organizations include
the following which are responsible for either auditing or
evaluating the United Nations, its related or subsidiary
bodies, or specialized agencies

-—-the Board of Auditors,
--the other External Auditors,

--the several internal audit units in the United
Nations, and

~-the Joint Inspection Unit (JIU). (See app. II.)
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U.S. PARTICIPATION IN THE U.N. SYSTEM

The Secretary of State is responsible for U.S. participa-
tion in the U.N. and its specialized agencies. This responsi-
bility includes planning, formulating, and implementing U.S.
policies and coordinating technical positions throughout the
Government concerning international organizations. The
Secretary also

--approves U.S. contributions to the organiza-
tions and ‘

--determines how participation in the organiza-
tions can best serve U.S. interests.

These responsibilities are carried out primarily through the
Bureau of International Organization Affairs.

The United States is represented by a permanent mission
at the U.N. headquarters in New York. The mission serves as
the channel of communication for the U.S. Government with the
U.N. organizations, agencies, and commissions at the head-
quarters; with the other permanent missions accredited to the
United Nations; and with nonmember observer missions. The
mission is also a base of operations for the U.S. delegations
to the General Assembly and to other U.N. bodies when they
meet in New York.

The United States also maintains a permanent mission in
Geneva under the direction of a U.S. Representative, with the
rank of ambassador, who is accredited to the European Office
of the United Nations and to the U.N. specialized agencies
and other international organizations with headquarters in
Geneva. The mission carries out instructions, as transmitted
by the Secretary of State, and serves as the channel of com-
munication for the U.S. Government with these organizations
and U.N. activities in Geneva. In addition, the United
States maintains a mission at the headquarters of the U.N.
Educational, Scientific and Cultural Organization (UNESCO)

in Paris and at the locations of several other international
organizations.

SCOPE OF REVIEW

Our review appraised the effectiveness of internal and
external auditing and evaluations in the U.N. system as a
means of improving overall financial management. We were
particularly interested in U.S. participation in the varicus
assemblies, organizations, and committees to see if the
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United States was doing all it could to effect financial
management improvements.

Most of our work was conducted at the U.S. Mission to
the United Nations in New York and at the Department of
State Bureau of International Organization Affairs. We also
held discussions with U.N. officials and used information
obtained from our current and previous reviews.

Our efforts were essentially directed to financial
management in

--the U.N. headquarters and two related or sub-
sidiary organizations,

--the U.N. Development Program (UNDP),

--the U.N. Children's fund (UNICEF), and

--four specialized agencies: UNESCO, the Food and
Agriculture Organization (FAQ), the World Health

Organization (WHO), and the World Meteorological
Organization (WMO). (See app. I.)




CHAPTER 2

IMPROVED FINANCIAL MANAGEMENT IN

THE UNITED NATIONS NEEDED

Since the founding of the United Nations up to the pres-
ent time, there has been continuing recognition and effort to
improve financial management within the United Nations and
its family of organizations to make the most effective use
of available resources.

An effective, independent, organizational unit which
reports to top management for auditing, reviewing and eval-
uating both financial transactions and program effectiveness
does not now exist within the United Nations, even though
the need has been well identified and recognized.

RECOGNIZED NEED

As early as 1955, the U.N. Secretary General Dag
Hammarskjold proposed establishing an Office of External
Audit, consisting of a small permanent staff, headed by
a Chief Auditor and supplemented, as required, by staff
detailed from national audit services. This Office was to
provide audit services for the Board of Auditors and relieve
them of the burden of furnishing staff for detailed audits.
The proposal was made then because of the potential pronlem
of securing staff for detailed audit work. Because the
problem was resolved when an Auditor General was appointed to
the Board of Auditors who had the required staff available,
the proposal was dropped. Our analysis has shown that the

proposal for a Chief Auditor or Auditor General still has
merit. (See ch. 3.)

As early as 1969, our reports (see app. III) urged
that the Department of State, in conjunc.ion with other mem-
ber governments, act to improve financial management in the
U.N. system. During this review, we found that some progress
had been made toward improving audits and evaluations. The
scope of external audits has been expanded, and evaluation
systems are being established in many U.N. organizations.
Financial management, however, has not yet progressed to
where administration and member governments have adequate
and reliable information to ensure that limited U.N. resour-
ces are being effectively managed and used and are meeting
program objectives.

Since Secretary General Hammarskjold's proposal, numerous
other proposals and studies directed at improving the audit,

)
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review, and evaluation capability in the United Nations have
been voiced. Although much progress has been made, much more
remains to be done.

CONSULTANTS' REPORT

The most recent study on this matter was commissioned by
a member of the Board of Auditors of the United Nations. In
a 1979 report, the consultants concluded that there was a
basic contradiction between the type of audit the United
Nations needs and the ability of the Board of Auditors to
supply it under present arrangements. As stated in the
report:

"On the one hand, the size of the U.N.'s activities
and the nature of its financial systems demand
increasingly sophisticated audit techniques; and on
the other hand, turnover of Board members to make

the Board representative of member nations creates
continuing difficulties in training staff and manag-
ing the U.N. audit in a manner that introduces and
maintains the best of world-wide auditing techniques.”

The consultants observed that the members of the Board
now carry or some of the duties of an audit committee as
practiced in both the private and public sectors, such as
reviewing audit plans and reports, but they do not conduct
hearings where responsible members of the Administration
explain how they plan to act on matters raised by the audit.
In addition, the consultants observed that the U.N. Board
of Auditors could very usefully serve as an audit committee
of the General Assembly whereby, on behalf of the Assembly,
the committee would influence the direction and the quality
of the audit work and would ensure that the Administration
takes appropriate action on audit findings.

The consultants further stated that, if the Board of
Auditors assumed the role of an audit committee of the
General Assembly, it should become more independent of the
actual audit process. The Board could further divorce itself
from the actual audit which would then be left to someone
who might then be designated the Auditor General of the
United Nations.

The consultants reported that the scope of the audit
work conducted by the Board should expand beyond the finan-
cial verification functions and should include evaluations
of economy, efficiency, and effectiveness--provided the
activities of the Joint Inspection Unit were not duplicated.
This proposal would enable both those conducting traditional
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financial audits and those responsible for the newer types

of evaluation to report to the Board of Auditors, thus facili-
tating coordination of the activities of the two groups and
further integration, if this should prove desirable.

If this role were undertaken by the Board, the size of
the Board could be usefully expanded along the lines of the
Advisory Committee on Administrative and Budgetary Questions
(see app. II), thus satisfying those who wish to see the
Board more representative. Membership elections would be
conducted in a manner similar to those of the Advisory Commit-
tee, and nominees would be auditors general or comptrollers
of member nations. Expansion of the Board might also create
a need for a full-time chairman, following the precedent of
other similar bodies, particularly if the Joint Inspection
Unit were given the opportunity to present reports to the
Board. The exposure of their findings within the United
Nations could, therefore, be increased.

The separation between the role of an audit committee
which should be assumed by the Board of Auditors and the
actual audits is a very important element jin the moderniza-
tion of U.N. auditing practices. Only if a proper audit
capability is established under the direction of a competent
individual can this role separation be achieved. A signifi-
cant change is, therefore, required in the traditional approach
to staffing the U.N. external audit requirements. This change
would be very beneficial and would enable member nations to
participate in the work of the Board of Auditors without
necessarily having to supply staff to carry out the audit
work.

A natural further step in clarifying the role of the
Board according to the consultants would be to transfer the
responsibility for the conduct of the audit to the proposed
Auditor General. This could be done by strengthening his
authority and providing him with a global budget for audit
expenses, separate from those of Board members. The adminis-
trative expenses of the Secretariat, which are now budgeted
separately, would have to be reallocated between the Board
and the Auditor General, as appropriate.

The Auditor General would then be responsible for engag-
ing the auditors needed to conduct audits within a budget
approved by the Board. The audit staff should be selected on
a wecrldwide basis by arrangements made with the auditors
general of member nations, from auditors proposed by members
of the Board of Auditors, from irternational accounting firms,
or from individuals offering their services on a full or part-
time basis.
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For the objectives underlying this report to be attained,
it is essential that candidates for this important post be
selected only from those who have outstanding administrative
skills and successful experience in applying audit techniques
that will place the U.N. in the forefront of worldwide audit-
ing practices.

These arrangements, in the opinion of the consultants,
illustrate the types of matters that would give the necessary
authority to the Auditor General so that he could provide the
U.N. with the highest quality of external audit.

CONSULTANTS' RECOMMENDATIONS

Based upon these observations the consultants made the
following recommendations.

Role of the Board of Auditors

"The role of the Board of Auditors should
be changed from that of actually conducting the
audit to that of acting as an audit committee
on behal!f of the General Assembly."

Conduct of the audit

"The audit of the United Nations should be
conducted by an Auditor General who would report
to the General Assembly through the Board of
Auditors."

Size of the Board of Auditors

"The members of the Board of Auditors should
continue to be elected for a three-year term by
the General Assembly from legislative auditors or
comptrollers nominated by member nations, but its
size should be increased to allow for more repre-
sentation of member nations. The Board should be
financed from a budgetary allotment separate from
that of the Auditor General."

Appointment of the Auditor General
of the United Nations

"The Auditor General should be nominated by
the Board of Auditors from persons with appropriate
professional qualifications and experience and
should be appointed by the General Assembly for a
fixed term of not less than six years."

8



Duties of the Auditor General

of the United Nations

_ "The Auditor General should be responsible
for conducting the audit of the United Nations
within the resources allocated to him by the
General Assembly and in accordance with an audit
plan approved by the Board of Auditors. The
Secretariat assigned to the Auditor Ceneral

by the Administration should work under his
direction."

Audit scope

"The systems-based audit approach should
be gradually extended to include an assessment
of the adequacy of systems in contributing to
economical, efficient and effective expenditure
of the U.N.'s resources. The efforts of the
Auditor General and of the Joint Inspection
Unit respectively in the area of program
effectiveness should be co-ordinated by the
Board of Auditors."

Staffing the audit

"The Auditor General should be responsible
for selecting audit staff, guided by the require-
ments for professional gqualifications and experi-
ence and with due regard for equitable geographic
distribution."

Planning the audit

"The Auditor General should prepare an audit
plan for approval by the Board of Auditors."

Review and reporting by the
Board of Auditors

"The Auditor General's audit report should
be reviewed by the Board of Auditors, who should
forward the reports to the General Assembly af’er
conducting hearings, with whatever recommendaztions
or observations the Board wishes to make."

Reports issued by the Auditor General
of the United Nations

"The Auditor General should, throughout the
biennjum, issue management reports containing
observations arising from his audit work and calling
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for responses by the Administration. His report

to the General Assembly at the end of the biennium
should indicate the matters on which remedial action
has been inadequate."

Training and manuals

"The Auditor General should implement a pro-
gram for the on-going professional develoobment of
his staff in contemporary auditing techniques and
for the development and maintenance of the manuals
and other tools necessary to the performance of ¥
the audit work. The financial resources allocated
to the Auditor General by the General Assembly
should provide resources for this purpose."

CONCLUSIONS

We recognize that a considerable amount of time is
required to effect major changes in an organization as large
as the United Nations. We believe, however, that the need
for change has been more than adequately studied, and that
appropriate steps have been identified for reviewing major
shortcomings in the present financial-management system of
the United Nations. We also believe member governments are
willing to take these steps.

We believe that establishing a highly qualified group,
headed by an Auditor General, is needed within the U.ited
Nations to provide the United Nations with the highest avail-
able stand:rds of auditing. To move vigorously toward this
objective, we believe that a resolution should be put before
the General Assembly of the United Nations as soon as possible.

RECOMMENDATION

We recommend that the Secretary of State instruct the
U.S. Mission and U.S. delegates to the United Nations to work
with member-country delegates in establishing a professionally
qualified audit group, headed by an Auditor General who would
be responsible for conducting the external audit of the United
Nations and its related or subsidiary organizations. Improved
auditing procedures in the United Nations are needed immedi-
ately and thorough consideration of the recommendations con-
tained in the consultants' report must be assured. The U.S.
Delegation should give maximum support to those proposed
actions.

AGENCY COMMENTS

State Departmznt officials stated that they fully support
our recommendation.
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CHAPTER 3

EXTERNAL AUDITING--

A CHANGING APPROACH

External auditing in the U.N. system is carried out by
the U.N. Board of Auditors and by the External Auditors of
the specialized agencies. In recent years, in order to con-
form to modern accounting and auditing practices, the External
Auditors of the U.N. and those of the specialized agencies
have included move administrative and management aspects in
their reviews besides the normal financial matters. We
believe this approach will aid both management and the govern-
ing bodies in their decisionmaking and should h»e encouraged.
However, to make audits more effective there may be a need
for more fundamental changes in the charter and organization
of the Board of Auditors. A recent consultants' report has
recommended such changes.

U.N. BOARD OF AUDITORS

The U.N. Board of Auditors established in 1946 is
responsible for external reviews of the U.N. and its related
or subsidiary bodies. The Board is currently composed of
the Auditors General of Bangladesh, Canada, and Ghana, and
for 1978 and 1979, $2.6 million was budgeted for the audit
effort.

Members of the Board are elected by the General Assembly
for a 3-year term, with one member's term expiring each year.
The Board members provide the audit staff as needed from their
own organization. Consequently, there is little permanency
among the personnel performing the external audits of the U.N.

Over the years there has been some concern that the
limited Board membership and lack of continuity in the audit
staff as well as other organizational aspects were having an
adverse effect on external audits of the U.N. Several studies
were conducted, but little in the way of change resulted. 1In
1976, however, an analysis commissioned by the Auditor General
of Canada and performed by consultants resulted in some signif-
icant recommendations that were adopted by the Board. They
included: the establishment of an Audit Operations Committee,
measures taken to integrate audit staff, and expansion of
the audit scope, including the conducting of special studies.
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Audit Operations Committee and
staff integration

In 1976 an Audit Operations Committee was established,
which consists of a Director-General and three Directors of
Audit Operations. The main purpose of the Committee is
to coordinate the integration of the different audit staffs
and their activities and jointly review the reports issued
by the audit teams. Full integration of the audit staffs,
however, has not been achieved, and may be difficult to imple-
ment as long as the staff is of a temporary nature, drawn
solely from only three countries, and the traditional areas
of assignment for each Board member are adhered to. We
believe that full integration is necessary to obtain a con-
sistent approach to reviews in the U.N.

System based audit approach

During its first 30 years of operation, Board of Auditors
reviews were primarily directed toward verification of indi-
vidual transactions. Although efforts had been made as early
as 1968 to move the Board of Auditors towards making management
type reviews, it was not until 1976 that this change took
place on a comprehensive basis.

This shift in audit emphasis has been received favorably
by a number of member governments and is in accordance with
audit standards generally accepted in the United States. For
example, a 1975 statement by the Comptroller General of the
United States on auditing and reporting standards for use of
U.S. representatives to the United Nations, states that the
term audit should include not only financial and compliance
auditing, but also auditing for economy, efficiency, and
achievement of desired results.

The system-based audit approach could be jeopardized,
however, as Board members change, since not all countries
have adopted this auditing approach. If the system-based
auditing approach is not used in the new members country,
and is to be continued, there will be a need for an exten-
sive staff training program.

Financial management
control study

This study is an example of the Board‘s expanding
approach to auditing. The special study highlighted sev-
eral significant weaknesses in financial management in the
United Nations. For example, the report noted that the U.N.
controller leadership role in financial activities was not

12
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always being exercised because of the independent nature of
some ‘subsidiary organizations. It recommended that the
General Assembly reaffirm that all financial functions are
under the Controller's direction. The report also stated an
integrated cash management and short-term investment system
should be developed providing for an appropriate degree of
coordination among U.N. offices and an independent monitor-
ing of over-all cash management and investment activities.

Prior to publication of the study, along with the U.N,
financial report in 1978, it was reviewed and discussed by
the Advisory Committee on Administrative and Budgetary Ques-
tions with the U.N. Administration and representatives of
the Board present. Most issues were solved at that time.

In this manner the recommendations received timely considera-
tion. However, this Committee has not been specifically set
up to discuss audit recommendations and apparently does not
intend to continue with the practice of having the Board and
the Administration appear at the same time. Consequently,
there may be a need for an audit committee specifically
devoted to handle, on a timely basis, the findings and recom-
mendations of the External Auditors.

Further improvements recommended

The consultants that performed the 1976 analysis also
performed a follow-up review and issued a report in February
1979. They noted that most of the prior recommendations
have been implemented, but that there was still a need for
more fundamental changes in order that the Board could dis-
charge its mandate in a completely satisfactory manner.

The proposed changes together with our observations
and recommendation as previously noted are contained in
chapter 2.

EXTERNAL AUDITORS OF SPECIALIZED AGENCIES

The External Auditors are generally appointed by the
governing bodies of the organizations for a renewable or
indefinite period. For some agencies, the External Auditor,
by charter or regulation, must be the Auditor General (or
similar title) of a member country; for others, a qualified
individual. The External Auditors for all the specialized
agencies are listed in appendix IV. (See pp. 42 and 43.)

Expanding scope

In examining the reports prepared by some of tiie External
Auditors, we noted that there has been an increasing trend to
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include more administrative and management aspects in their
reviews besides the normal financial matters. This approach
has been favorably received by the agencies' governing bodies.

For example, in 1978, the External Auditor of UNESCO
appeared before the Executive Board to more fully explain the
scope and results of his work. In the discussions there
se-med to be general support of the work performed by the
External Auditor, and the fact that his reviews were not
limited to the verification of financial transactions. The
Executive Board considered the operational aspects of the
External Auditor's work essential in enabling its members
to evaluate UNESCO's program of work.

Similarly, the WHO Assembly, in commenting in 1978 on
the services of the External Auditor, stated that his work
had been extremely useful to the Organization particularly
since he had devoted considerable efforts to matters beyond
the scope of a purely financial audit, such as management
and evaluation.

STATE DEPARTMENT'S
EFFORTS TO IMPROVE AUDITING

The State Department has endorsed and emphasized that
external audits are essential if member states are to be
assured that operations are conducted in accordance with
principles of sound financial management. In some cases,
however, we found that its representatives need to become
more aware of the audits being conducted and their results.

U.N.

The U.S. Representative to the Fifth Committee stated
in October 1978 that the United States was pleased with the
organizational steps taken by the Board of Auditors and the
additional steps it will take to improve its own procedures.
The Representative stated that the United States believes that
the establishment of the Audit Operations Committee under the
chairmanship of a Director-General has improved U.N. auditing
procedures. Also, he said that an integrated approach to
auditing is important in view of the diversities inherent
in the audi*ing approach of the three national auditing
services which make up the Board of Auditors.

Specialized agencies

The U.S. representatives and personnel in the State
Department concerned with the U.N. specialized agencies have
generally supported the work of the External Auditors. In
some instances, however, more can be done. Some examples
follow.
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For UNESCO in 1977 a State Department position paper
was prepared for use during the Executive Board's discussion
of the External Auditor's report. The position paper recom-
mended that the U.S. representatives use the opportunity
presented to press the Director-Genzral to improve financial
management in UNESCO. The position paper noted that the
United States should seek further information on several
aspects of the External Auditor's report, including his
statement that he was unable to reconcile certifications
rolating to 18 bank accounts. Likewise, the following year,
the U.S. delegate to UNESCO's General Conference supported
the work of the External Auditor on several occasions in
such areas as the need for better cash management and the
certificates of bank accounts.

With respect to FAO, we noted that appropriate State
Department persconnel were not always familiar with the
work of the External Auditor. They did not have available
all of the External Auditor's reports nor did they prepare
position papers or guidance for U.S. representatives to the
agency. This limited interest seems to be related to the
fact that the United States is no longer represented on the
Finance Committee of the Council.

CONCLUSIONS AND RECOMMENDATIONS

We saw that during our review of audit reports that the
Board of Auditors and other External Auditors have been
adopting more modern practices in their reviews. The adop-
tion of system-based auditing and increased emphasis on
administrative and management aspects should increase the
effectiveness of their reviews and help management and govern-
ing bodies in their deliberations of ongoing and future opera-
tions and programs.

We also believe the approach taken by External Auditors
in appearing before governing bodies to more fully explain
the scope and results of the work will aid in the effective
implementation of audit recommendations. We believe U.S.
representatives in the U.N. system in conjunction with repre-
sentatives of other member governments should encourage the
practice.

The continued use of system-based auditing and other
modern auditing concepts and practices at the United Nations,
however, could be jeopardized as membership on the Board of
Auditors changes, since not all countries have adopted this
approach. Also to insure that recommendations resulting
from the work of the auditors are considered in a timely
manner, there is a need for the establishment of an indepen-
dent committee specifically devoted to discuss and insure
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implementation of audit recommendations. The Advisory
Committee on Administrative and Budgetary Questions has in
the past considered audit recommendations, but has not been
established exclusively for that purpose and in the future
may not be able to devote sufficient time to the work of
the auditors.

In recognition of these and other problems, in connec-
tion with U.N. audits, a consultants' report prepared for
the Auditor General of Canada, recommended far-reaching and
fundamental changes such as the establishment of an Auditor
General for the United Nations with staff drawn from member ;
countries and the Board of Auditors membership expanded to a
operate as an overseer or committee for the audit operations.
We support these recommendations for the reasons stated in
chapter 2 of this report.

However, notwithstanding any changes that may be neces-
sary in the organization of the U.N. external audit function,
there is a need for U.S. personnel to become more concerned
with the work of the auditors. We found that some U.S. offi-
cials responsible for U.S. participation in U.N. specialized
agencies made no attempt to review and analyze the work and
reports of the External Auditors.

Thus, in order to help support the work of the Auditors
and to assure that audit findings and recommendations are
adequately consicered and acted upon, we recommend that the
Secretary of State

--stress the need for appropriate U.S. personnel
to review all external audit reports in the
U.N. system, and to prepare a U.S. position on
the report's findings and recommendations; and

--make every effort, through the U.S. delegates
to the U.N. organizations to see that appropriate
assembly or committee meetings have, as an agenda
item, a discussion of the audit reports and that
a U.S. position and recommendation for action is
put forth at these meetings.

AGENCY COMMENTS

State Department officials informed us that they will
insure that their personnel take the necessary action as
suggested in our recommendations.
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CHAPTER 4

INTERNAL AUDIT UNITS CAN

BE MADE MORE EFFECTIVE

Internal audit units within the U.N. system are responsi-
ble for providing management the needed assurances that finan-
cial controls are adequate, and that all funds are properly
accounted for and expended in accordance with approved proce-
dures and regulations. They also furnish management with
analyses, appraisals, and recommendations concerning the
activities reviewed. The results of the internal audit units'
work are not normally released outside the organization nor
made available to member governments.

In reviewing summary reports concerned with the overall
work of these units and bas2d on our discussions with responsi-
ble personnel, we noted that there has been some progress in
making the units more responsive to the needs of management.
However, there is still a need for further improvements in the
type of reviews performed and the training and number of
qualified staff assigned.

U.N. INTERNAL AUDIT UNITS

The U.N. (excluding the specialized agencies) has four
separate internal audit units. The Internal Audit Service
of the U.N. Secretariat, as the largest, is responsible for
all internal audits in the main U.N., except for audits of
the U.N. Fund for Population Activities, U.N. Relief and
Works Agency, UNDP, and UNICEF. The latter three organiza-
tions have their own internal audit units, with audits of
the "J.N. Population Fund being conducted by the UNDP audit
staff. The audit reports and memoranda of the internal
auditors are not normally made available to personnel out-
side of the U.N. Administration except to the Board of
Auditors.

Need to change and expand
audic approach

A recent report of the Board of Auditors, stated that
the potential of the Internal Audit Service (Service) was
not sufficiently utilized in monitoring the effectiveness
of U.N. financial systems. The Board said the Service was
mainly oriented toward examining individual transactions.
Because of the high volume and diversity of transactions proc-
essed in %Fe U.N., the practicality of such an approach is
limited. The Board felt that, while considerable improvements
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have been made in recent years, internal audits would be more
effective if emphasis were placed on understanding, evaluat-
ing, and testing systems of financial management and control,
identifying weaknesses, recommending corrective action, and
concentrating transaction analysis in those areas where
weaknesses were identified. The U.N. Administration agreed
with the Board of Auditors.

Need for more and better
trained personnel

There is wide recognition of the need to increase several
of the audit staffs and, in at least one unit, to provide more
training. Budget constraints, however, are making progress
in these areas slow.

For the Internal Audit Service, we noted that the Service
needed to be strengthened through the addition of more quali-
fied personnel and training of existing personnel. The
Service at the time of our fieldwork had 35 professional
staff members, with approximately 15 located in Geneva and
20 in New York.

The U.N. Administration agreed with the Board of Audi-
tors who said that steps had been taken to improve the skills
of the Service's staff and to better utilize them through
improved planning of work to be done. The Director of the
Service stated that efforts have been made to increase train-
ing for the audit staff, to upgrade recruiting to ensure the
quality of new staff, and to use consultants to improve
operations in certain areas, such as electronic data process-
ing.

However, the Director of the Service stated that improve-
ments are hindered by budget constraints. He noted that he
would like to send more people to training courses but his
requests have been severely cut back, due to austere budget
restrictions of the General Assembly. To help alleviate
the problem we have agreed to accept, at no cost to the U.N.,
some of :the Service's internal auditors in various audit
courses that are provided to our employees.

The Board also stated there are insufficient auditors in
the UNDP Internal Audit Unit. The Unit has responsibility for
auditing all UNDP activities as well as the U.N. Fund for
Populaticn Activities. Although the total expenditures of
both activities in 1977 were approximately $516 million, the
Unit in 1979 consisted of only the chief of audit staff and
three management auditors.
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The Board of Auditors in its 1977 financial report of
UNDP emphasized that the Internal Audit Unit was not of
sufficient strength to adequately review the substantial
amounts of monies involved nor the status of financial
management and controls of the organization. Budget con-
straints have prevented the increase of the internal audit
staff, but by 1980 the UNDP plans to hire three more auditors.

UNICEF has a similar problem although their audit service
has twice as many (eight) auditors and about one-fourth the
budget ($125 million) of UNDP. The UNICEF Internal Audit
Service has concentrated - on field office audits with limited
covera e of the headquarters system. The Board of Auditors
recommended that internal audit scope be expanded to cover all
operations, since any review of internal control systems at
UNICEF would not be complete without assessing controls at
the headquarters level. UNICE#'s program budget for 1979
contains recommendatijons to add three auditors. One of these
positions has been filled with the additional two expected
next year.

SPECIALIZED AGENCIES' AUDIT UNITS

An examination of reports and documents dealing with the
internal audit functions in the specialized agencies included
in our review showed that, in each case, additional qualified
personnel have been cecommended. The personnel are needed for
several reasons, sucn as the expansion of the scope of work
(1) to include management aspects, (2) to cope with increased
responsibilities and (3) in the case of WMO, to establish a
unit since that organization does not have an internal audi-
tor. In some instances action has been taken to obtain the
personnel, but again budget constraints have prevented or
delayed obtaining all needed personnel.

LIMITED U.S. INTEREST
IN INTERNAL AUDITS

U.S. interest in the work of the internal audit group
within the U.N. system appears to have been limited. However,
in October 1978, the U.S. representative to the Fifth Commit-
tee strongly supported the Board of Auditors' work in improv-
ing internal audits in the main U.N.

For UNESCO, we learned from discussions with State Depart-
ment personnel and a review of reccrds and documents that the
U.S. has apparently not adiressed the subject of UNESCO's
internal audits.

With respect to WHO, we noted some U.S. interest. In
May 1978, the U.S. representative to the Health Assembly
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supported the External Auditor by noting in general terms
that the United States was concerned about the reduction
in administrative staff (which included audit positions),
as it could adversely affect programs.

In a discussion of WMO activities with a responsible
individual in the State Department's Bureau of International
Oryanization Affairs, we were informed that he was not famil-
iar with WMO audits, but they are discussed during WMO con-
ferences in Geneva.

In June 1979, a State Department official stated that
tne U.S. delegate supported the WMO Congress resolution that
an internal audit unit be established with existing resour-
ces. The use of existing resources is reportedly in accord-
ance with U.S. policy not to support oudget increases in
the U.N. and specialized agencies.

CONCLUSIONS AND RECOMMENDATION

Efforts to ilmprove the guality and scope of internal
audits have primarily been made by the Board of Auditors
and the External Auditors of the specialized agencies, in
cooperation with the internal audit units.

These efforts have probably resulted in more effective
audits, and have also focused on the need for selective
increases in qualified staff, better training of staff, and
a general recognition that the scope of the internal audits
should include less routine examination of transactions and
more economy, efficiency, operational, and management
reviews.

U.S. representatives to the U.N. and the specialized
agencies have only provided limited support to these efforts.
The U.S. supported improved- internal audits in the main U.N.
in a statement by the U.S. representative to the General
Assembly's Fifth Committee in October 1978, but for the wmost
part, officials at the State Department responsible for U.S.
interests with the specialized agencies had little knowledge
of the internal audit units in the agencies and now effective
they were.

We, therefore, recommend that the Secretary of State
emphasize to his personnel in the Bureau of International
Orgyanization Affairs and to U.S. representatives to the U.N.
and the specialized agencies the need to become aware of the
general scope of internal audit units in the U.N. system and,
where appropriate, support efforts at making these units more
effective.
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CHAPTER 5

EVALUATION~--MUCH REMAINS TO BE DONE

For over 10 years, we have been advocating evaluations
in the U.N. system. Currently, there is a high degree of
interest in improving evaluations in the U.N. and our review
of evaluations shows that there is a wide variety of evalua-
tion efforts within the U.N. system. However, these efforts
have not yet reached the stage where U.N. decisionmakers can
systematically receive valid information about the worth of
U.N. activities. Much still remains to be done.

Although we found that officials of the Department of
State and its representatives to the U.N. and its specialized
agencies have in statements supported improved evaluation
systems, some appropriate U.S. State Department personnel are
not sufficiently familiar with ongoing evaluation efforts.

WHAT IS EVALUATION?

There is no universally accepted definition of the term
evaluation, although various groups and organizations cover
time have attempted to define it. The Joint Inspection Unit
(JIU) in its March 1977 "Report on Evaluation in the United
Nations System" concluded that no single definition could be
found that would be acceptable to every U.N. agency. However,
to encourage movement toward better understanding of the
term and to encourage the use of evaluations in the U.N.
system, the JIU published a glossary of evaluation terms in
November 1978, in which it defined evaluation as

" * % *¥ 53 learning and action-oriented management
tool and process for determining as systematically
and objectively as possible the relevance, effective-
ness and impact of activities in the light of their
objectives, in order to improve both current activi-
ties and future planning, programminrng, and decision-
making."

Our report "Status and Issues: Federal Program Evaluation"
(PAD~-78-83, October 1978), we stated that it is difficult
to define evaluation because no universally accepted defini-
tion of program evaluation exists. However, we believe that
several program evaluation criteria can be used by program
managers and policymakers to improve their performance.
Specifically, policy and management personnel should appraise
the manner and extent to which programs

--achieve their stated objectives;
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--meet their performance perceptions and expecta-
tions of responsible public officials, interested
groups, and/or the public; and

--produce other significant effects of either desir-
able or undesirable character.

EVALUATIONS BY THE
JOINT INSPECTION UNIT

The JIU, as one of its functions, has responsibility to
assist and to perform evaluations in the organizations of the
U.N. system. The JIU consists of 11 inspectors and a small
supporting staff.

The evaluative work is primarily performed by the inspec-
tors from the United States and France. These inspectors are,
however, assisting other inspectors to become familiar in this
area, and the goal is to increase the JIU's evaluation efforts
to about 60 percent of their total activities. The estimated
cost of all the JIU's work for the last 2 years is $2.6 mil-
lion.

For many years it has been widely recognized that there
is a need for the evaluation of operational activities of the
U.N. system and the need to make evaluation reports available
to member governments. We have emphasized this need in many
of our reports, and have recommended many times that an inde-
pendent U.N.-wide review and evaluation unit of appropriate
size and competence be established to evaluate U.N. programs
and activities. In order to maintain its independence, we
noted that the unit must have an external source of financing
and not be dependent for funds on the good will of the organi-
zations that it evaluates. We also noted that the various
internal review groups were not sufficient and, consequently,
the external unit should be the reviewer of the adequacy of
the internal efforts. The Congress, in enacting subsection
301(e) of the Foreign Assistance Act in 1973, (22 U.S.C.

2221 (e)), emphasized this need in calling for the President
to seek the establishment of a single professionally quali-
fied group to independently evaluate the activities of the
U.N. and its affiliated organizations.

We have assisted the Department of State in this effort
by giving them a set of auditing and reporting standards to
guide them in establishing these new groups or organizations.
The Department of State submitted the Comptroller General's
"Statement on Auditing and Reporting Standards" to the Working
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Group on the United Nations Program and Budget Machinery in
May 1975. However, rather than trying to establish a new
U.N. body to meet evaluation needs, State decided to seek
strengthening of the JIU as the vehicle for implementing our
past recommendations and the provisions of the Foreign Assist-
ance Act of 1973. In 1975 and 1976, various proposals to
improve external evaluation procedures and machinery were
discussed by U.N., working groups and committees. Acting on
recommendations by one such group, the General Assembly in
December 1976 established the JIU on a permanent basis--
effective January 1, 1978--and made it a subsidiary organi-
zation of the General Assembly. It was also requested that
legislative bedies of the international organizations accept
the JIU statute in a like manner. The General Assembly also
endorsed the principle of using part of the JIU's resources
exclusively for evaluation functions.

The Administration regards the JIU as the indeperdent
evaluation unit in the United Nations that the Congress
sought to have established. On August 28, 1979, the Presi-
dent, as required by subsection 30l(e), transmitted copies of
the reports issuved by the JIU during 1978 to the Comptroller
General.

Although the United Nations did not provide for the com-
plete independence of the JIU we called for, we believe, as
noted in our report of 1977, "U.S. Participation in Inter-
national Organizations," that the steps taken to strengthen
and expand the role of the JIU should help in improving the
efficiency and economy of U.N. operatioas. This will permit
a greater portion of the available funds to be applied directly
to program objectives and, consequently, will enhance the
attainment of other objectives.

The JIU with its limited staff, however, cannot evaluate
all U.N. systems programs nor is it intended for it to do
so. Each organization must have its own internal evaluation
system. Our review, however, has shown that many evaluation
systems are new and do not have sufficient resources to carry
out evaluative programs. Evaluations have not yet reached the
stage where U.N. decisionmakers can systematically receive
valid information about the effectiveness of U.N, activities.

As of early 1979, the JIU had issued two reports on the
stafus of evaluations in the U.N.: a "Report on Evaluation in
the U.N. System," issued March 1977, and a "Report on Program-
ming and Evaluation in the U.N.," issued March 1978. They have
also evaluated one program, "Report on the United Nations'
Public Administration and Finance Programme," issued in March
1978, and have prepared a "Glossary of Evaluation Terms" in
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November 1978, and "Initial Guidelines for Internal Evaluation
Systems of United Nations Organizations" in February 1979.

The JIU's first report concluded that, with few exceptions,
there is very little evaluation being done by U.N. organiza-
tions that would meet any common principles or guidelines.

The report advocates a gradual introduction of evaluation in
the U.N., with resources made available from existing related
activities, such as program planning, information, and report-
ing systems. This report also shows the status or effective-
ness of evaluations in the specialized agencies. 1In 1980 the
JIU plans to update this report by reporting on the progress
being made by the organizations in implementing their evalua-
tion systems.

In the second report, JIU stated that the current level
of evaluation achieved through evaluation methods in use in
the U.N. was not very high. They were encouraged, however,
by the Administrative Committee on Coordination (ACC) and
the Committee on Programing and Coordination (CPC) approval
of certain evaluation concepts, in particular, the use of
of achievement indicators and consideration of the clientele
when making evaluations. This report concluded that progress
is possible but that a long task lies ahead.

The JIU's "Report on the United Nations Public Admini-
stration and Finance Programme," was the Unit's first program
evaluation. This report attempted to evaluate the program's
impact but found this to be very difficult for various
reasons. It did conclude, however, that the rate of imple-
mentation of the program was inadequate.

The glossary of evaluation terms was formulated as a
result of a recommendation made in the 1977 report and was
further endorsed by the ACC. The purpose of the glossary
is to encourage movement toward common understanding of evalu-
ations in the U.N. system. It is based on consultations and
discussions with U.N. organizations during both 1977 and 1978
and on definitional work done in the U.N. system in the past.
JIU recommended that the glossary be reviewed by the ACC and
adopted as the general framework for evaluation-related terms
for use by the U.N. system. At the time of our review,
according to a U.N. official, the various U.N. agencies were
commenting on this glossary.

The "Guidelines," according to the inspectors, were based
on experience and consultations with the organizations. They
provide an initial common framework of principles and choices
to assist U.N. organizations in developing and improving inter-
nal evaluations.
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In 1979, a JIU inspector expressed the opinion that improve-
ments in evaluations in the U.N. system have taken place in
the last few years, but much more needs to be done.

THE U.N. AND ITS RELATED OR SUBSIDIARY BODIES

The General Assembly, in 1976, adopted a resolution which
instructed the CPC to review in depth, on a selective basis,
major programs and recommend any necessary amendments and to
determine which programs and subprograms are obsolete, of mar-
ginal usefulness or ineffective, and to recommend, as appro-
priate, their curtailment or termination. As a result, in
1977, the first series of eval.ation reports were submitted
to the CPC. These covered four major programs: transport,
public information, human settlements, and environment. The
second series of evaluation reports, submitted to the CPC in
1978, considered ocean economics and technology, and social
development and humanitarian affairs.

These internal evaluations have been criticized by groups
within the U.N. including the CPC itself. 1In reviewing the
first secies of evaluation reports, the CPC stated that the
des~ription of program impact within the evaluations was poor.
For example, they felt that the quantity and quality of data
in the report on the public information program did not provide
them with adequate information to reach conclusions about
future program priorities.

To improve evaluations, the Program Planning and Coor-
dination Unit was established in December 1977 within the
Department of International Economic and Social Affairs.

It is directed by an Assistant Secretary-General. As one of
its functions it will attempt to supervise the internal eval-
uation process and will also perform external evaluations,

on a rotating basis, of all the U.N. programs. The Assistant
Secretary-General believes this system will greatly improve
the quality of evaluations within the Secretariat.

The Program Planning and Coordination Unit, at the time
of our fieldwork, however, had not been staffed to perform
its evaluation activities. Using borrowed staff, the group
thus far has only supervised one internal evaluation activity.

UNICEF evaluations

UNICEF has viewed evaluation as an important activity
within the programing process. They regard it as a major
means of finding out more about the needs of children, provid-
ing accurate and reliable base-line data for use in design-
ing projects, and determining the degree to which projects
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are successful in achieving their objectives. 1In January
1976, a Program Analysis and Evaluation Office was estab-
lished to provide backup support to field offices. The
Chief of this office stated that it currently has four
permanent staff members. Their responsibilities include
developing evaluation methodologies, training field staffs,
and participating in policy evaluations. He also said that
project evaluations are done in-country whenever possible by
persons within the country or with assistance from UNICEF's
network of field offices. These evaluations are not made
available to member states.

Another aspect of UNICEF's evaluation activities has
been global assessment of UNICEF program policy. The purpose
of these appraisals has been to help determine program direc-
tions, priorities, and desirable changes in policy. Approxi-
mately two or three of these appraisals are prepared yearly
and are available to all member states.

The Chief stated that they plan to work closely with
UNICEF's regional staffs in program formulation to attempt to
build mechanisms into the programs which will enable them to
measure impact. Thus far, this has been very difficult to
accomplish, and consequently their activities have concentra-
ted on determining program results. To improve evaluations,
the Chief stated that they are attempting to make all regional
staffs knowledgeable in the evaluation field so that they can
assist countries in the development of evaluation expertise.

UNDP evaluations

The UNDP Coordinator for Program Evaluation stated that
there are two levels of evaluation within UNDP projects and
programs. Evaluation of individual projects has been a
regular activity in UNDP. . Program evaluation, however, was
introduced in 1975 in response to the Governing Council's
concern for improving effectiveness of UNDP-financed technical
cooperation.

The UNDP has defined project evaluation as the critical
examination of an ongoing or completed project's design,
experience, results, and actual or potential effectiveness.
The responsibility for project evaluation is jointly exer-
cised by the three partners involved in a project: the
governments, the executing agencies, and UNDP.
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A UNDP official stated that the UNDP had an evaluation
division during the period 1967 to 1973 which conducted
project evaluations. In 1973, this group was discontinued
and tripartite evaluations as described above were initiated.
Under this system, all large projects are supposei to be
evaluated at least once a year. However, the UNDF oificial
stated that individual project evaluations are done on an
ad hoc basis and are not systematic, and there is no central
control to insure that they are done.

Program evaluation goes beyond country-specific experi-
ences and deals with projects in groups on selected areas.
The goal of program evaluation is to obtain a comparative
analysis of common causes of successes and failures, of
trends in technical cooperation, and of the efficiency of
the process of programing and implementation. Program evalu-
ations are carried out under the direction of a Coordinator
for Program Evaluation, and several bureaus. No permanent
staff has been assigned to conduct evaluations, although
the coordinator is assisted by about 17 UNDP technical advi-
sors that participate in teams along with personnel from the
regional bureaus, the executing agency and consultant groups.
In 1979, the UNDP allocated $175,000 for these evaluations
with additional financial resources being provided by the
executing agencies.

In early 1973, the UNDP Administrator issued three
interim summary reports on program evaluations: "Technical
Cooperation in the Textile Industry," "Technical Cooperation
in Development Planning," and "Technical Cooperation and
Rural Development." The first two reports were issued early
in March 1979, with the latter in its final stages of comple-
tion, during our fieldwork. In mid-1978, the Governing
Council discussed the reports. A number of members indi-
cated the textile study was weak in that the study was
nejither major in scope nor specific enough. The development
planning study, the members felt, contained a clear analysis
and a clear set of recommendations. With respect to the
rural development study, there were mixed feelings on its
value; one member pointed out that it contained important
conclusions, while another felt the report contained
recommendations which were not within the jurisdiction
of the Council.

SPECIALIZED AGENCIES

With regard to the specialized agencies we reviewed,
each has a different approach and method for evaluating
their programs.
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UNESCO

In 1977 the JIU concluded that, although UNESCO was
engaged in various evaluation activities, its operational
structures for evaluation had not taken on a centralized,
coordinated shape. Furthermore, the JIU stated that there
was no common understanding among the organization's top
managers as to what evaluation encompassed or how it should
be implemented. Our review has shown that some improvements
have been made, but the situation has not materially changed
since 1977. Some of UNESCO's evaluation efforts are as
follows.

Bureau of Studies and Programing

The Bureau, as one of its functions, has responsibility
for evaluation and assessment of program impact and results.
It was not until July 1978, however, that the Bureau hired a
chief evaluator to devote full time to establishing an evalua-
tion system. Even so, in December 1978, he informed us that
not much progress had been made in implementing the agency
evaluation system due to the time consumed in preparing for
the General Conference. The Chief Evaluator said he hoped to
develop an evaluation model that could be universally applied
and planned to instruct agency managers on evaluative techni-
ques. He said that he had developed specific guidelines which
strongly recommend the use of quantitative terms, but he
believes the real test will come when sector managers have to
use the guidelines to evaluate programs.

External evaluations

Over the years, the External Auditor has commented in his
reports on the weakness in evaluation of projects executed by
UNESCO but financed by the UNDP. He has not generally com-
mented on evaluations of regular UNESCO programs.

For instance, in his 1978 report for the year 1977, the
External Auditor made detailed comments on the monitoring and
evaluation of UNDP projects. He noted that UNESCO conducts
no systematic evaluation of completed projects, and that there
is a need for a regular followup on projects after their com-
pletion to evaluate their effectiveness in achieving develop-
ment objectives.

Impact shortfall statement

The Director-General's statement of major impacts,
achievements, difficulties, and shortfalls for each continuing
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activity covers the first 18 months of a biennium and is
submitted to the Executive Board and General Conference

for their consideration in deliberating the following

2-year program and budget. The statement has considerable
potential as an evaluation tocol. However, its effective-
ness depends on (1) the clarity and specificity of the
underlying goals, statements and indicators used to measure
program results or progress, and (2) the degree of frank and
unbiased expression in the analyses,

We found that ambiguity in the planning and programing
documents made it extremely difficult to conduct meaningful
analysis. Also, since the planning and evaluation furnctions
were performed by the same office, we question the valigdity
of the assessments. Secretariat officials acknowledged that
problems existed but claim that the establishment of evalua-
tion machinery inevitably has to be gradual.

FAO

The Evaluation Service is the primary organization in FAO
responsible for jinternal evaluations. Also, various types
of ad hoc evaluations are conducted in-house or by outside
consultants.

In reviewing developments in evaluations since our May
1977 report on FAO, we found that FAO has committed itself
to expand the type of activities subject to evaluation, but
that the limited resouices allocated may prevent full imple-
mentation.

Evaluation Service

The Evaluaticn Service was established in 1968 as FAO's
formal internal review and evaluation mechanism. For the
years 1978 and 1979, $807,000 was allocated to the Service;
$543,000 for evaluation of regular programs and $264,000 for
extra budgeting programs, like those projects financed by the
UNDP. The Service's primary output is its perijodically issued
"Review of Field Programs"” which was first released in its
biennial format in 1973.

In our May 1977 report, we noted that the Evaluation
Service concentrated most of its efforts on revieving field
programs, but the Council accepted an extension of the
Service's work into regqular program activities. FAO's
Conference, according to the State Department, will have its
first opportunity to examine evaluation for both the regular
and field programs in 1979.
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In 1978 the Evaluation Service was transferred from the
Development Department to the Office of Program, Budget and
Evaluation. This change in the Evaluation Service's organi-
zational relationship made it a component of the Office of
Director-General. The change in the Evaluation Service's
location, however, does not overcome its small size--a staff
of 8--a major problem which impeded its past performance and
might hinder is future handling of additional responsibilities.
In our 1977 report we stated that it was virtually impossible
for the Service's then-present staff to evaluate all projects.
Since then one staff member has been added, but we doubt this
will be sufficient for the Service to adequately take on its
additional responsibility of evaluating the regular programs.
Similar concern has been expressed by the State Department.

External evaluations

In reviewing the External Auditor's reports on UNDP
financed projects, we noted that he has done some work in the
area of evaluations. For instance in his 1977 rzport (for the
year 1976), he stated that the evaluation repcrts examined
by his staff indicated how the formulation, execution, and
monitoring of projects, where certain failures had occurred
could be improved. He stated that in the past a number of
projects have been approved with objectives which were over-
ambitious in relation to the period of time allowed for their
completion and to the probable ability of recipient govern-
ments to fulfill their part in the project to a reasonably
adequate standard.

Ad hoc evaluations

Another method of evaluation is the issuance of reports
on specific programs on an ad hoc basis. For example, the
FAO Director-General proposed an evaluation of the first phase
of the Technical Cooperation Program. This program for the
budget years 1978 and 1979 amounted to about $26 million
or 13 percent of FAO's assessed budget.

A study of the program was carried out by a former UNDP
representative who in his report of 1978 gave a very positive
evaluation of the program with only minor criticisms in a
few areas. This favorable report, according to the State
Department, will probably help the Director-General in his
efforts to expand the program.
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WHO

Evaluations in WHO are gznerally based on a continuous
review of programs during execution. There is no central
evaluation unit; instead, operational units at country,
regional and headquarters level become directly involved in
evaluations. Ad hoc evaluations are performed by the
Executive Board's Programme Committee.

In reviewing progress made since our review in May 1977,
we noted that evaluation guidelines were approved in November
1977, and a computerized information system in support of
evaluations became effective in January 1978. The State
Department feels that the information system offers a promis-
ing approach to evaluations, but has not yet determined the
effectiveness of the system.

Information system

In our May 1977 report, we described the new information
system that was to be introduced in support of evaluations.
Under the system, we noted that resulting reports will focus
on progress being made in implementing activities and assess
the effect of these activities on attaining the obijectives
of the program area concerned. The new system is to be used
to evaluate the sixth general program of work (1978-83).

In our report we expressed some reservations about the
system, particularly ho. it would affect planners in making
changes in program design and execution. We recommended,
however, that the Secretary of State through his delegates
work to obtain for all members the most complete dissemina-
tion possible of program information and evaluation results.

In 1978, at Geneva we discussed with a U.S. representa-
tive to WHC the new information system in support of evalu-
ations. He noted that the new information and evaluation
system is operational, and is being applied to selected pro-
grams. In January 1979, a U.S5. delegate to the Executive
Board stated that he feels the 1ew system is very useful.

He ncted that during the Board's meeting that month, members
were afforded the opportunity to use the new computerized
system, but at the time he did not avail himself of the
opportunity.

WMO

The Organization has no overall comprehensive program
for evaluations. Formal internal evaluations are limited
to projects financed by the UNDP and those related to the
UNDP projects. Other activities are evaluated by the
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Secretariat, by the Executive Committee during its annual
meetings, and to some extent by its Congress which meets
every 4 years. External evaluations have apparently been
limited to those performed by the Joint Inspection Unit.

STATE DEPARTMENT
SUPPORT OF EVALUATIONS

The State Department on an overall basis has supported
the need for improved evaluations. We believe, however,
there is a need for some of its personnel to become more
familiar with specific programs, and to take a more active
interest in seeing that evaluation efforts are improved in
the U.N. system.

The State Department's general support for evaluations
is illustrated by its efforts to establish an independent
evaluation unit in the United Nations and by the following
statements made by U.S. representatives to the United Nations.

In 1974, a U.S. Representative to the Economic and Social
Council made a statement to the Program Coordination Committee
on the "Need For a U.N. System-Wide Evaluation Mechanism."

He stressed that an expanded and reoriented U.N. system evalu-
atjon capability is essential to the Council, as well as to
the respective governing bodies of the system, in shaping
programs and setting priorities.

In 1976, the U.S. representative to the Fifth Committee
made extensive comments on evaluations in supporting the
continuation of the JIU. He noted that:

" * * * The United States is particularly inter-
ested in the question of external evaluations and
in the JIU =2ssuming a broader mandate in this func-
tion in the future.

" * % * ohe full establishment of the external
evaluation process that we are suggesting would
not substitute for the necessary internal evalu-
ation responsibilities of the executive heads of
the various U.N. organizations. However. we
believe external evaluations could assist in
improving their internal procedures by conduct-
ing comparative studies throughcut the system."

Two years latzr, in 1978, we noted that the U.S. repre-

sentative to the fifth Committee made a general statement in
support of improved evaluations by stating that continuing



efforts must be expanded by all member nations to improve
financial management and control, including evaluation of
program performance.

Specialized agencies

State Department personnel concerned with the spe-
cialized agencies have supported evaluative efforts, but in
some instances we found there is a need for U.S. personnel
to become familiar with specific evaluative efforts.

For example, the State Department official primarily
responsible for U.S. interests in FAO s-ated that, in the
8 months he had been working on FAO affairs, he had not gotten
a very strong impression of what FAO's Evaluation Service
has been doing. He said that he did not know the Service's
functions, what happened to its reports, or what effects the
transfer of the Service to the Office of the Director-General
has on improving evaluation. He further said, however, that
he planned to request the U.S. Mission in Rome to provide a
report on FAO evaluations. The Mission will be asked to com-
ment on the present system, suggest improvements (short of
additional funds), and assess FAO's willingness to accept
improvements in evaluation. However, as of the end of our
fieldwork, the request had not been made to the Mission.

CONCLUSIONS AND RECOMMENDATION

As we have seen there are a number of different evalua-
tion efforts carried out within the U.N. system, and evalua-
tions are widely discussed and advocated. Even though the JIU
has been established as an independent evaluation unit, evalu-
ations have not yet reached the stage where U.N. decision-
makers can systematically receive valid information about the
effectiveness of U.N. activities. Evaluation efforts must be
improved and increased so that responsible personnel and mem-
ber governments can properly decide which programs and projects
are meeting their objectives, and which should be continued,
expanded, or terminated. Also for U.S. efforts to be meaning-
ful, we believe all appropriate U.S. personnel concerned with
evaluation efforts in the U.N. system need to become more
knowledgeable about evaluation systems and efforts in each
organizationr of the U.N. system.

Therefore to improve evaluations we recommend that the
Secretary of State working through his representatives in the
U.N. system and in conjunction with other member government
representatives should continue to actively support effective
evaluation methods and procedures in each organization of
the U.N. system,
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BRIEF DESCRIPTION OF SPECIALIZED
AGENCIES INCLUDED IN OUR REVIEW

UNESCO

The organization's basic aim is to stimulate progress in
education, science, culture, and communications. It is located
in Paris, France. For the biennial 1977 and 1978 its regular
budget was about $224 million, and its extra-budgetary funds
received from the UNDP and other sources amounted to about
$144 million.

Its governing body, the General Conference, meets bien-
njially to decide policy and the program for the Organization,
and its Executive Board, which meets at least three times a
year, is responsible for carrying out the programs.

FAO

The organization's basic purpose is to raise levels of
nutrition and standards of living, to secure improvements
in the production and distribution of all food and agricul-
tural products, and to better the condition of rural popu-
lations. It is located in Rome, Italy. For the biennial
1978 and 1979 its regular budget was about $211 million, and
its extra-budgetary funds received from the UNDP and other
sources amounted to about $493 million.

Its main governing body is called the General Conference
and meets biennially. 1In the interim FAO is governed by a
49 member Council.

WHO

The organization coordinates health actions on a global
basis. A particular concern of the organization is to make
health care available to rural and poor urban-fringe popu-
lations. It is located in Geneva, Switzerland. 1Its regular
budget for 1978 was about $171 million and its extra-budgetary
funds amounted to about $162 million.

WHO's policymaking body is the World Health Assembly,
which meets annually. Between its sessions the Assembly is
represented by a 30 member Executive Board.

WMO
The organization's purpose is to facilitate international

cooperation with a view to coordinating, standardizing and
improving world meteorological and operational hydrological
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activities and to encourage international information
exchange of weather-related data. It is located in Geneva,
Switzerland. 1Its regular budget for the years 1976 to 1979
was about $45 million and in the past its extra-budgetary
resources have somewhat exceeded those of the regular budget.

Its governing body, the Congress, meets at least every
4 years, and in the interim WMO is controlled by an Executive
Committee composed of 24 directors.
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ORGANIZATIONS WITHIN THE U.N. SYSTEM

HAVING AUDITING AND EVALUATION RESPONSIBILITIES

EXTERNAL AUDITING

The United Nations Board of Auditors was created by the
General Assembly and is responsible for auditing the U.N. and
its related or subsidiary bodies, but not the specialized
agencies. Their audits were primarily financial and consisted
of transaction~type reviews until 1976 when the Board intro-
duced a systems audit approach. 1In systems audit, tests of
accounting records and transactions are still necessary, but
the nature, extent, and timing of tliese tests are planned
largely on the effectiveness, integrity and reliability of
the accounting and financial system being audited.

The audit reports of the Board, issued as a result of
their work, are primarily reviewed by the Advisory Committee
on Administrative and Budgetary Questions (Advisory Commit-~
tee) and the General Assembly's Fifth Committee and are made
available to member governments.,

Advisory Committee~~The Committee, a subsidiary
organization of the General Assembly, is composed
of representatives from 16 member countries. There
are no permanent members, but a representative from
the United States is currently represented on the
Committee. Members are elected as individuals and
experts in their field and serve for 3 years. The
primary function of the Committee is to facilitate
the consideration by the General Assembly and its
Fifth Committee of administrative and budgetary
questions. In this regard, the Advisory Committee
comments on and makes recommendations to the Fifth
Committee on the reports of the Board of Auditors.
The Advisory Committee normally holds three sessions
each year, two at headquarters and one at Geneva,
for a total duration of 26 weeks.

Fifth Committee--As one of the seven main commit-
tees of the General Assembly, the Fifth Committee
deals with administrative and budgetary questions.
Each member state, may be represented on the Com-
mittee. Using the data from the Advisory Committee
and from its own evaluations, the Fifth Committee
prepares resolutions which it presents at a plenary
session of the General Assembly for adoption. 1In
October 1978, the Fifth Committee, (which included
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the United States) had extensive discussions of
the Board of Auditor's recommendations.

The governing bodies of the specialized agencies appoint
their own external auditors except in two instances where the
Swiss Government has been designated by the organizations'
charters or regulations. External Auditors are generally high
audit officials of a member state. They serve in this capa-
city for a renewable or indefinite period, depending upon
the organization involved. Audit reports include information
on financial and some discuss management achtivities and evalu-
ations of program effectiveness, and they are available to all
member states.

INTERNAL AUDITING

The U.N. Internal Audit Service, which reports to the
Secretary General through the Under Secretary General for
Administration and Management, audits U.N. and subsidiary,
but not specialized,; agencies' accounts, except for the UNDP,
UNICEF, U.N. Relief and Works Agency for Palestine Refugees
in the Near East, and the U.N. Fund for Population Activities.
These organizations are reviewed by separate audit units,
Audit reports are not made available to member states but
are provided to the Board of Auditors.

All of the four specialized agencies we reviewed, except
WMO, have internal audit groups. These internal audit groups
review the financial aspects of the organizations' regular
program and of extra-budgetary programs like those financed
by UNDP. These reports are not available to member states
but are provided to the External Auditors upon request.

EVALUATIONS

Various committees and organizations, CPC and the Program
Planning and Coordination Unit, are involved in evaluations.
Three of the specialized agencies we examined have groups or
units to evaluate programs; WMO does not have such an evalu-
ation mechanism. Also, the JIU has been established as an
independent evaluation unit and performs external evaluations
throughout the U.N. system.

CPC
The CPC is composed of 21 members including the United
States and is a subsidiary body of the Economic and Social

Council and the General Assembly. At its 3lst session in
1976, the General Assembly instructed the CPC to:
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--review in depth, on a selective basis, the major
programs of the U.N. and recommend any necessary
amendments to the Council and the General Assembly,
and

--determine which programs, subprograms or program
elements are obsolete, of marginal usefulness, or
ineffective, and to recommend their curtailment
or termination.

The General Assembly also requested the CPC in conjunc-
tion with the JIU to develop better evaluation methods to
guide decisionmaking. In 1978, the CPC held extensive dis-
cussion on the internal evaluations that were undertaken
and the work of the JIU in the area of evaluation.

Program Planning and Coordination Unit

The Program Planning and Coordination Unit was estab-
lished in late 1977, within the Secretariat's Department of
International Economic and Social Affairs. It is headed by
an Assistant-Secretary General and one of its functions is
to supervise internal program evaluations and perform external
evaluations, on a rotating basis, of all U.N. programs. As
of our review, the Unit had not obtained any permanent staff.

JIU

The JIU was created on an experimental basis in 1966 and
given permanent status effective January 1978. The JIU is
composed of 11 inspectors who are appointed by the General
Assembly, and 9 professional support staff. The inspectors
have the broadest powers of investigation in all matters hav-
ing a bearing on the efficiency of the services and proper
use of funds in the U.N., its subsidiary bodies, and most
specialized agencies. They can make on the spot inquiries
and investigations without prior notice. The JIU has been
established as the independent evaluation unit encouraged
by the Congress in its 1973 amendment to the Foreign Assist-
ance Act. Currently, up to 40 percent of the JIU's work is
concerned with the area of evaluations. This includes
assisting organizations to set up and improve internal eval-
uation mechanisms.

The JIU reports are provided to the Secretariats, govern-
ing bodies and external auditors of the organizations involved,
and are generally made available to member governments.
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ACC

The ACC supervises the implementation of the agreements
between the U.N. and the specialized agencies and ensures

that the activities of the various bodies are fully coordi-
nated.

The ACC is composed of the Secretary General and the executive

heads of the specialized agencies and the International Atomic
Energy Agency.

The ACC also reviews and comments on the proposed budget
of the JIU and reviews and coordinates comments on the JIU
reports when more than one agency is involved.
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APPENDIX III

PRIOR GAO REPORTS CONTAINING INFORMATION ON

AUDITS AND EVALUATIONS IN THE UNITED NATIONS SYSTEM

U.S. Participation in the World
Health Organization

U.S. Financial Participation in
the United Nations Children's
Fund

U.S. Finanrial Participation
in the Food and Agriculture
Organization of the United
Nations

Management Improvements Needed
in U.S. Financial Participa-
tion in the United Nations
Development Program

Report of Audit of Aadlai E.
Stevenson Memorial Fellow-
ship Program Administered
by United Nations Institute
for Training and Research
(UNITAR)

Comments and Suggestions for
Independent Review and
Evaluation of International

Organizations and Institutions

U.S. Participation in the
International Labor
Organization Not Effec-
tively Managed

Numerous Improvements Still
Needed in Managing U.S.
Participation in Inter-
national Organizations

Actions Recommended to Alle-
viate Serious Financial
Problems Facing United
Nations
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B-164031(2)

B-166780

B-167598

B-168767

B-165161

B-161470

B-168767

B-168767

B-168767

Jan. 9, 1969

July 8, 1969

Nov. 17, 1969

Mar. 18, 1970

Sept. 14, 1970

Dec. 4, 1970

Dec. 22, 1970

July 18, 1974

Aug. 2, 1974
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Statement of Auditing and
Reporting Standards for
the United Nations

Actions Required to Improve
Management of United Nations
Development Assistance
Activities

Progress Toward Establishment
of Independent Review Systems
in International Organizations

Need for U.S. Objectives in
the International Labor
Organization

The United States Should Play
a Greater Role in the Food
and Agriculture Organization
of the United Nations

U.S. Participation in the World
Health Organization Still
Needs Improvement

The World Food Program--How the
U.S. Can Help Improve It

U.S. Participation in Inter-
national Organizations

U.S. Participation in Inter-

national Organizations: An
Update
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ID-75-60

ID-75-73

ID-76-3

ID-77-12

ID-77-13

ID-77-15

ID-77-16

ID-77-36

ID-79-26

APPENDIX III

Apr. 22, 1975

July 3, 1975

July 30, 1975

May 16, 1977

May 16, 1977

May 16, 1977

May 16, 1977

June 24, 1977

Aug. 10, 1979
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PANEL OF EXTERNAL AUDITORS

The Panel of External Auditors was established by the
General Assembly in 1949. The purpose of the Panel is to
coordinate audit efforts among Panel members and to be the
forum for exchanging information on methods and findings.

It is also attempting to standardize financial regulations
throughout the U.N. system. The Panel is composed of the
three members of the U.N. Board of Auditors and the appointed
External Auditors of the specialized agencies and the
International Atomic Energy Agency. They are as follows.

MEMBERS ORGANIZATIONS AUDITED

United Nations Board of Auditors

Mr. Ahenkora Osei United Nations UNDP,
Auditor General of Ghana U.N. Fund for Population
Activities,
Mr. James J. Macdonell U.N. Relief and Works
Auditor General of Canada Agency,
U.N. Environment Program,
Mr. Osman Ghani Khan UNICEF, U.N. High
Auditor General of Bangladesh Commissioner for
Refugees,

U.N. Institute for
Training and Research,
the U.N. University, and

U.N. Staff Pension Fund

External Auditors

Sir Douglas Henley, Comptroller Inter-Governmental
and Auditor General of the Maritime Consultative
United Kingdom Organization,

General Agreement on
Tariffs and Trade,

International Labor
Organization,

Pan American Health
Organization,

FAO, UNESCO, WMO, and WHO

Mr. Werner Frei, Deputy Director, International Telecom-
Federal Audit Office of the munication Union,
Swiss Confederation Universal Postal Union,
and the World Intellectual
Property Organization
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Dr. H. Peschar, President of the International Atomic
.General Chamber of Audit of Energy Agency
The Netherlands

Mr. James J. Macdonell International Civil
Auditor General of Canada Aviation Organization

The Panel pointed out as early as 1967 that most Exter-
nal Auditors of the U.N. system have the authority tc make
observations not only on financial but also on administrative
and management matters. However, the extent to which this
authority is exercised depends upon the External Auditor
and the wishes of the dgoverning bodies involved.

(471660)
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