'a Y TaYl s
. EEE E=a
. E=Ew mn

ST ENE

Office of Internal Oversight Services

INTERNAL AUDIT DIVISION

AUDIT REPORT

Audit of the UNCTAD Division on
Africa, Least Developed Countries and
Special Programmes

Overall results relating to the effective
management of the Division in carrying out
its mandated activities were initially
assessed as partially satisfactory.
Implementation of six important
recommendations remains in progress

FINAL OVERALL RATING: PARTIALLY
SATISFACTORY

26 November 2012
Assignment No. AE2012/341/01



CONTENTS

I. BACKGROUND
II. OBIJECTIVE AND SCOPE
1. AUDIT RESULTS
A. Strategic planning and risk management
B. Programme management

C. Regulatory framework

IV. ACKNOWLEDGEMENT

ANNEX I Status of audit recommendations

APPENDIX 1 Management response

Page

1-2
2-6

3-5



AUDIT REPORT

Audit of the UNCTAD Division on Africa, Least Developed Countries and
Special Programmes

I. BACKGROUND

1. The Office of Internal Oversight Services (OIOS) conducted an audit of the Division on Africa,
Least Developed Countries and Special Programmes in the United Nations Conference on Trade and
Development (UNCTAD).

2. In accordance with its mandate, OIOS provides assurance and advice on the adequacy and
effectiveness of the United Nations internal control system, the primary objectives of which are to ensure
(a) efficient and effective operations; (b) accurate financial and operational reporting; (c) safeguarding of
assets; and (d) compliance with mandates, regulations and rules.

3. The Division on Africa, Least Developed Countries and Special Programmes (ALDC or the
Division) was founded in 2006, when the then UNCTAD Office of the Special Coordinator for Least
Developed, Landlocked and Island Developing Countries assumed the duties of the UNCTAD Africa
Subprogramme and was renamed. ALDC, in coordination with other UNCTAD divisions, is responsible
for fulfilling UNCTAD’s mandates in the analytical, intergovernmental consensus-building and technical
cooperation areas of work related to Least Developed Countries (LDC), Landlocked Developing
Countries (LLDC) and Small Island Developing States (SIDS). It publishes two annual flagship reports,
acts as UNCTAD’s focal point for the Enhanced Integrated Framework (EIF) and manages the LDC Trust
Fund which is a vehicle for promoting technical cooperation activities and capacity building for the
benefit of LDCs.

4. ALDC manages Subprogramme 5 (Africa, Least Developed Countries and Special Programmes)
of Programme 10 (Trade and Development) of the United Nations strategic framework. In each of the
bienniums 2010-11 and 2012-13, the regular budget of Subprogramme 5 was $9.2 million. Ninety-five
per cent of the regular budget resources were allocated in the form of posts. The Division has 18
Professional level posts and 8 General Service level posts. In the biennium 2010-11 ALDC managed
trust funds worth $2.6 million of which $1.8 million were for the LDC Trust Fund. The LDC Trust Fund
was established in 1997 to facilitate the start-up technical cooperation activities for the LDCs in the main
areas of UNCTAD’s work. In 2012, ALDC initiated a process of restructuring to realign its
organizational structure with its mandates.

5. Comments provided by UNCTAD are incorporated in italics.

II. OBJECTIVE AND SCOPE

6. The audit was conducted to assess the adequacy and effectiveness of the UNCTAD governance,
risk management and control processes in providing reasonable assurance regarding the effective
management of the Division in carrying out its mandated activities.

7. The audit was included in the 2012 internal audit work plan for UNCTAD because the
subprogramme that ALDC manages has a high visibility within UNCTAD and important relevance for
the research and policy pillar of UNCTAD. The subprogramme had not been previously audited by
OIOS.



8. The key controls tested for the audit were: (a) strategic planning and risk management; (b)
programme management; and (c) regulatory framework. For the purpose of this audit, OIOS defined these
key controls as follows:

(a) Strategic planning and risk management - controls that provide reasonable assurance
that strategic planning and risk management arrangements are implemented effectively and in
compliance with relevant rules and procedures.

(b) Programme management - controls that provide reasonable assurance that sufficient
programme management capacity exists to effectively and efficiently achieve the programme
objectives and that accurate performance reporting is in place.

(©) Regulatory framework - controls that provide reasonable assurance that policies and
procedures: (i) exist to guide the administrative and financial activities; (ii) are implemented
consistently; and (iii) ensure the reliability and integrity of financial and operational information.

9. The key controls were assessed for the control objectives shown in Table 1.

10. OIOS conducted this audit from March to July 2012. The audit covered the period from January
2010 to May 2012.

11. OIOS conducted an activity-level risk assessment to identify and assess specific risk exposures,
and to confirm the relevance of the selected key controls in mitigating associated risks. Through
interviews, analytical reviews and tests of controls, OIOS assessed the existence and adequacy of internal
controls and conducted necessary tests to determine their effectiveness.

III. AUDIT RESULTS

12. The UNCTAD governance, risk management and control processes examined were assessed as
partially satisfactory in providing reasonable assurance regarding the effective management of the
Division in carrying out its mandated activities. OIOS made six recommendations to address the
issues identified in the audit.

13. All three key controls tested were assessed as partially satisfactory. In terms of strategic planning
and risk management, the new Director of ALDC had initiated a comprehensive restructuring process.
However, the Division’s responsibilities for coordination with other UNCTAD subprogrammes lacked
clarity, hence affecting its ability to develop comprehensive strategies for its mandated areas of work that
take full account of the work of other subprogrammes in a coherent and consistent manner. In addition,
the establishment of the Trade and Poverty Unit was not finalized in a timely manner. UNCTAD stated
that the Terms of Reference (ToR) for the Unit had recently been finalized and the new structure
approved, and the post of the Head of Unit had been advertised. There was also a need to establish a
product distribution plan and a schedule of must-attend events to support ALDC’s outreach activities.
Programme management arrangements were based on publication scheduling, but work planning,
development of indicators of achievement, and self-evaluation and monitoring capacities of activities
required strengthening. Regarding the regulatory framework, there was a need to take further action to
facilitate prompt disposition of surplus balances in trust funds and to develop a fund-raising strategy for
the LDC Trust Fund to achieve the funding targets set in the Fund’s Terms of Reference. UNCTAD stated
that an UNCTAD-wide fund-raising strategy was being prepared, which would provide general
guidelines from which a more specific approach for the LDC Trust Fund could be developed.



14. The initial overall rating was based on the assessment of key controls presented in Table 1 below.
The final overall rating is partially satisfactory as implementation of six important recommendations
remains in progress.

Table 1: Assessment of key controls
Control objectives
Compliance
Business Efficient and Acc1.1rate . with
. Key controls . financial and | Safeguarding
objective effective . mandates,
. operational of assets .
operations reportin regulations
p g and rules
Effective (a) Strategic Partially Partially Partially Partially
management of planning and risk satisfactory satisfactory satisfactory satisfactory
the Division in management
carrying out its (b) Programme Partially Partially Partially Partially
mandated management satisfactory satisfactory satisfactory satisfactory
activities (c) Regulatory Partially Partially Partially Partially
framework satisfactory satisfactory satisfactory satisfactory
FINAL OVERALL RATING: PARTIALLY SATISFACTORY

A.  Strategic planning and risk management

Lack of clarity on the responsibilities of ALDC for coordination and cooperation with other
subprogrammes

15. The organization and functions of ALDC’s predecessor - the UNCTAD Office of the Special
Coordinator for Least Developed, Landlocked and Island Developing Countries - are outlined in the
Secretary-General’s Bulletin (SGB) ST/SGB/1998/1, dated January 1998. In the absence of a new SGB,
ALDC operated under the structure and functions reflected in the Division’s internal ToR updated in 2002
and 2008. The need to update the SGB on the organizational structure and functions of UNCTAD was
previously identified in recommendation 3 of OIOS’ audit of UNCTAD Communications, Information
and Outreach Section (AE2010/341/01), which identified discrepancies between UNCTAD’s existing
structure and functions and the one established in the SGB. While the implementation of the
recommendation remains in progress, the expeditious revision of the SGB has significant importance for
ALDC. It is the only UNCTAD Division with a mandate that covers a geographical area and it is
responsible for UNCTAD’s flagship publications on Africa and LDC.

16. In particular, according to UNCTAD’s strategic framework, ALDC should undertake
coordination and cooperation with other UNCTAD subprogrammes on the work related to Africa, LDC,
LLDC and SIDS. While this role is mentioned in the strategy, it is not supported by a formal document,
such as the SGB, or communication within UNCTAD assigning ALDC responsibility for this role. As a
result, there was lack of clarity in-house on what is meant by ALDC coordinating and cooperating with
other subprogrammes, and the effectiveness of ALDC’s ability to develop comprehensive strategies for its
mandated areas of work that take full account of the work of other subprogrammes in a coherent and
consistent manner was hence reduced. This is a matter that ALDC management raised serious concerns
about. It had identified the need to improve internal coordination in several forums, including in the
context of the programme performance reporting exercise conducted for the biennium 2010-2011, in a
report on a Division retreat held in November 2011, and in the draft proposal for the Division’s
restructuring process. However, no action was taken at UNCTAD level to formally define the
coordination responsibilities of the Division. Major concerns raised by management included the need to
improve data sharing mechanisms for key publications, establish ad-hoc working groups for



intergovernmental processes and define specific coordination requirements for the implementation of the
Enhanced Integrated Framework (EIF) activities.

(1) UNCTAD should document and communicate in the Secretary-General’s Bulletin on the
Organization of UNCTAD the responsibilities of the Division on Africa, Least Developed
Countries and Special Programmes for the coordination and cooperation with other
UNCTAD subprogrammes on the work relating to Africa, Least Developed Countries,
Landlocked Developing Countries and Small Island Developing States and other
structurally weak vulnerable and small economies.

UNCTAD accepted recommendation 1 and stated that it would implement it in the framework of the
revision of the Secretary-General's Bulletin on the Organization of the UNCTAD Secretariat. The
target date for implementation was 31 December 2013, however, UNCTAD noted that although a
draft ST/SGB was already being prepared it could not be finalized until the outcome of the
discussions on the change management plan with regard to the development cluster and the creation
of shared common services becomes clearer. Recommendation 1 remains open pending receipt of
the revised SGB which details the responsibilities of ALDC for internal coordination and
cooperation with other subprogrammes.

Delays in recruitment and development of terms of reference and work programme had affected ALDC’s
ability to establish the Trade and Poverty Unit in a timely manner

17. In February 2009, the General Assembly approved the establishment of two posts for ALDC for
the biennium 2010-11 (A/RES/63/260) to form the new Trade and Poverty Unit. The Unit was to be
composed of the Head of Research Unit on Trade and Poverty (D-1) and Economic Affairs Officer (P-4).
However, only one staff member was fully dedicated to trade and poverty research during the biennium.
At the time of the audit the ToR of the Trade and Poverty Unit had not been finalized and the work
programme of the Unit for the period January 2011-September 2012 included tasks only for the P-4
Economic Affairs Officer. The post of the Head of Research Unit on Trade and Poverty was intended to
lead and carry research activities, operationalize research findings and contribute to flagship publications.
The post was never advertised and UNCTAD used the resources of the Head of Research Unit post for
temporary placement of a staff member who only partially supported research activities in the area of
trade and poverty thus limiting the resources available for the Research Unit on Trade and Poverty.

(2) UNCTAD should finalize the Terms of Reference of the Trade and Poverty Unit of the
Division on Africa, Least Developed Countries and Special Programmes, ensure that the
post of the Head of Research Unit on Trade and Poverty is filled as soon as possible, and
develop a programme of work aligned with the resources approved for the Unit.

UNCTAD accepted recommendation 2 and stated that the ToR for the Unit had recently been
finalized and the Secretary-General of UNCTAD had approved the new structure which would be
implemented in 2014/15. The post of the D-1 Chief, Trade and Poverty had been advertised with a
deadline in December 2012. Recommendation 2 remains open pending receipt of the programme of
work and evidence that the D-1 post has been filled.

ALDC'’s outreach activities were not supported by a product distribution plan and a schedule of must-
attend events

18. ALDC’s outreach activities consisted of distribution of knowledge through publications and
dissemination workshops. The Division distributed its products both by electronic means, i.e. through its
website and electronic support, and by hard copies. Flagship reports, such as approximately 950 copies of



the “LDC Report” and nearly one thousand copies of the “Economic Development in Africa Report”,
were distributed in 2011 via ground mail regardless of the preference and distribution technology
available at the end point. The Division did not have a distribution plan to support its publication
activities. Such a plan was needed to monitor the efficiency and effectiveness of product distribution and
to assist in determining the most appropriate and effective distribution method in each particular case, in
terms of technical, financial and environmental aspects. The Division both organized and participated in
dissemination workshops. While it had a plan for the workshops that it organized, there was no schedule
of the events that it needed to attend to optimize its expected outreach results.

(3) UNCTAD should establish a distribution plan and a schedule of must-attend events for the
Division on Africa, Least Developed Countries and Special Programmes to support the
Division’s outreach activities.

UNCTAD accepted recommendation 3, which will remain open pending receipt of documentation
showing the development of a product distribution plan and schedule/calendar of must-attend events.

B. Programme management

Absence of formal arrangements for work planning, development of performance indicators and self-
evaluation and monitoring had resulted in weaknesses in the Division’s programme performance

management

19. ALDC management and staff indicated that the Division’s planned activities were very
demanding for the existing resources and occasionally staff had to work overtime to meet important
deadlines, such as publication schedules. In 2012, ALDC had to cancel the implementation of one
Development Account project already awarded on SIDS because of lack of staff resources and the
increased scope of its mandate. However, ALDC did not substantiate the lack of resources with a formal
assessment of the current work distribution among the existing staff and, with the exception of the
scheduling for publication activities, had no formal work plans for the division and individual units,
including milestones and responsibilities. In June 2012, a work plan template was under development.
The Division had conducted self-evaluation activities, including peer reviews, surveys and dialogues with
member states and civil society groups. However, these activities were not formally planned and their
timing, scope and outcomes were not defined. For instance, the Division did not consistently collect and
assess the results of surveys and support offered to requesting entities. Furthermore, ALDC management
expressed difficulties in using the established performance indicators in a manner that would enhance the
measurement of results. As stated in UNCTAD’s final Programme Performance Report for the biennium
2010-2011, the units of performance measurement were difficult to measure quantitatively and tended to
lead to an underestimation of the actual impact of its research and policy analysis. In addition, ALDC did
not retain supporting documentation to substantiate the reported indicators of achievement for the
biennium 2010-2011.

(4) UNCTAD should request the Division on Africa, Least Developed Countries and Special
Programmes to develop formal work plans, performance indicators and self-evaluation
and monitoring capacities and activities for the Division.

UNCTAD accepted recommendation 4, which will remain open pending receipt of documentation
showing that work plans for the Division and its units and meaningful indicators of achievement
have been developed and self-evaluation and monitoring practices have been strengthened.




C. Regulatory framework

Trust fund agreements did not have provisions to facilitate prompt disposition of the surplus balance of
the contributions

20. Eleven of the reviewed ALDC trust fund agreements did not contain disposition provisions which
would be needed to distribute any remaining balance at the completion of the projects. Across UNCTAD,
the audit identified that approximately 50 trust funds were inactive for up to five years with residual
values totaling around $1.1 million. UNCTAD expends extra effort to coordinate the closing of accounts
upon completion of the project activities but the conduct of the exercise at the end of the projects may not
be as effective as having the clause to determine the disposition of remaining balances in the project
agreements from the outset.

(5) UNCTAD, in coordination with its donors, should seek to include in new project
agreements a clause to determine the disposition of remaining balances at the completion

of projects.

UNCTAD accepted recommendation 5, which will remain open pending receipt of documentation
showing the establishment of a process to include in new project agreements a clause on the
disposition of remaining balances at the completion of projects.

Absence of a fund-raising strategy for the LDC Trust Fund had contributed to the balance of the Fund
reaching a point where it contained sufficient funds to support only one more year of expenditures

21. According to the 1997 ToR for the LDC Trust Fund, its target annual balance was $5 million and
could include both earmarked and non-earmarked contributions from member states and other interested
parties. However, the actual balance never reached this target. To the contrary, the Fund income had been
decreasing consistently for the last four years (2011 contributions were 80 per cent lower than in 2008),
while expenditures had remained constant. In 2010 and 2011, Fund expenditures reached $763,000 and
$822,000 against income of $331,000 and $184,000 respectively. By January 2012 its balance was $1
million, which would support only one year’s expenditures at current expenditure levels. While ALDC
had been proposing several projects for consideration by potential donors each year, in OIOS’ view, the
absence of a fund-raising strategy contributed to the lack of success in its fund-raising efforts.

(6) UNCTAD should develop a fund-raising strategy for the Least Developed Countries Trust
Fund in order to achieve the funding targets set in the Trust Fund’s Terms of Reference.

UNCTAD accepted recommendation 6 and stated that an UNCTAD-wide fund-raising strategy was
being prepared, which would provide general guidelines from which a more specific approach for
the LDC Trust Fund could be developed. Recommendation 6 remains open pending receipt of a
copy of the final fund-raising strategy for the LDC Trust Fund.

IV. ACKNOWLEDGEMENT

22. OIOS wishes to express its appreciation to the Management and staff of UNCTAD for the
assistance and cooperation extended to the auditors during this assignment.
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