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EXECUTIVE SUMMARY

A constant theme in the consideration of international development
activities has been a perceived necessity for improved co-operation and
its ecorellary, improved co-ordination, among the warious agencies,
organizations and institutions involved. Although the potential
benefits of co-operation and co-ordination are thus generally
acknowledged, co-operation in practice has not proceeded automatically
from this perception. On the contrary, in their study of United Nations
system co-operation with multilateral financial institutions, the
Inspectors found after more than 100 interviews and the review of some
300 relevant reports:

(a) No instance of effective co-operation and co-ordination
occurring spontaneously for their own sakes;

(b) Ne instance of effective co-operation and co-ordination
resulting from admonitory resolutions of the competent international
bodies;

{(c) No instance of effective co-operation and co-ordination
proceeding from high-level executive accords; and

(&) No instance of effective co-operation and co-ordination
resulting from regularly scheduled meetings of Headquarters
representatives.

Rather, experienced informant after informant told the Inspectors in
confidence that, although everyone paid lip service to co-operation and
co—ordination in theory, mno one really favoured them in practice.
Instead, each agency wished tc be its own think tank, its own executor of
programmes. In the field of technical co-operation, neither donors nor
recipients nor progranme managers really welcomed co—operative
relationships. In the argot of bureaucracy, each agency “"wanted its own
kitchen". Co-operation and co-ordination were for other people.
Moreover, the same expert observers counselled the Inspectors to look at
the governments of Member States or to look at other United Nations
system bureaucracies, e.g. rvefugees or peacekeeping, where the same
phenomenon was evident. Why then, the Inspectors asked themselves, were
instances of co-operation and co-ordination to be found in practice if
the normal tendencies of bureaucracies were opposed to them?

Observation, review and analysis have convinced the Inspectors, in
reply to their self-directed query, that effective co-operation and
co-ordination do in fact occur in three circumstances, one general and
two specific. In the general circumstance, co-operation and
co—-ordination occur between United Nations system organizations and
muultilateral financial institutions where there is mutually perceived
advantage. Co-operation and co-ordination also ocecur in specific
instances where individual participants know each other well and
favourably (e.g. former World Bank employees working in other United
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Nations agencies often interact successfully with their erstwhile Bank
colleagues) or in field situations where the dynamics of difficult
situations on the ground and a shared perception of Headquarters combine
to forge strong and co-operative local alliances.

With the goal of identifying possibilities for improving co-operative

relationships between United Nations system organizations and
multilateral financial institutions, the Inspectors focused on the
elements of mutually perceived advantage. They found that over the past

decade the provision of technical co-operation expertise has become an
area of intense competition. Accordingly, the Inspectors sought to
isolate and define those characteristics of competitiveness which United
Nations system agencies have employed successfully in practice. This
pragmatic approach resulted in the identification of ten factors helpful
in developing successful co-operative relationships in operational
activities for development. Briefly, these are:

1. PERFORMANCE: timely, effective delivery of a needed service;

2. THE NICHE: identification or development of an area of
comparative advantage;

3. VALUE-ADDED REQUIREMENT: addition of a value which others cannot
match;

4. PRAGMATIC RELATIONSHIPS: concentration on meaningful co-operative
contacts at appropriate levels;

5. STRATEGIC APPROACH: formulation and articulation of a soundly-
conceived approach to development;

6. MARKET-ORIENTED OUTLOOK: flexible responsiveness to clientele
needs;

7. ORGANIZATIONAL FLEXIBILITY: action-oriented and adjustable
organizational structure;

8. FACTUAL SELF-PROMOTION: realistic publicity concerning
capabilities and accomplishments;

9. COMPETITIVENESS: constant performance improvement;

10. QUALITY CONTROL: concentration on results.

Although attention to the foregoing factors will, in the opinion of
the Inspectors, greatly enhance the prospects of successful co-operation
between United Nations system organizations and multilateral financial
institutions, it 1is no sure guarantee of success. In today's
competitive environment, United Nations organizations will, for example,
not always be able to compete successfully with certain private
consulting firms or loosely controlled public bodies which are at times
able to offer personal incentives to influence the decisions of officials
of Member States. Such distorting and non-economic behaviour is of
course not available to, nor appropriate for, United Nations bodies.



This Thaving been said, however, the experiences of successful
co-operation between United Nations system organizations  and
multilateral financial institutions (from which the above ten factors
have been derived) show that United Nations organizations have the
possibility to be competitive in the technical co-operation field. The
example of the International Labour Organisation provides an excellent
guide for those organizations choosing to follow the competitive
route. As in the case of the ILO, such organizations should (a) enlist
the undeviating support of their top management, and (b) institutiona-
lize liaison procedures best calculated to assure mutually beneficial
interactions. But, in addition to these organizational moves by
agencies seeking co-operative relationships with international financial
institutions, success in this endeavour requires that each aspiring
organization develop the following competitive attitudes:

1. The ability to identify areas in which it has, or can acquire,
a comparative advantage relative to competing entities on the
international scene.

2. The ability to organize in expleoiting this niche (this
comparative advantage) by adjusting to “market" demands, by
providing timely and reliable service, by delivering a
value-added component to the programme of the financing
institutions as accepted by the recipient government and by
being prepared to adapt its procedures to fit the requirements
of the financing institutions.

Although these steps put the major burden of adjustment on the
United Nations system organizations, and perhaps unfairly so, the
overwhelming preponderance of evidence available +to the Inspectors
indicates that in most cases the multilateral financial institutions
(and the Member States which make the final decisions) are in a position
to decide on whatever co-operative relationship is most advantageous. In
today's competitive world it is, therefore, up to the United Nations
system organizations to adapt to this situation if they wish to build
effective co-operative relationships with the multilateral financial
institutions.

Accordingly, the Insgpectors recommend that governing bodies and
senior officials of United Nations system organizations, wishing to
improve co-operative relationships with +the multilateral financial

institutions, increase their efforts to foster creativity,
responsiveness, programme initiatives, sustained performance improve-
ment, and other means of enhancing their competitiveness. To this end,

Inspectors recommend a meaningful agency commitment to competitiveness
which includes:

(a) an adequate allocation of resources;

{b) an explicit priority given to deploying personnel to
participate in co-operative programmes;

(c) a planning effort to identify ways to improve performance, and

(d) a review and evaluation process to measure results accurately
and feed findings back into these allocation, deployment and
planning processes.






f. TNTRODUCTION

1. The Joint Inspection Unit (JIU), at the request of one of its
participating organizations, included in its 1988 work programme a study
of technical and other co-operation between agencies of the United
Nations system and mwultilateral finanecial institutions. However, since
an inter-agency study of collaboration of the system organizations with
the World Bank was already underway (see Chapter V), the Inspectors
waited wuntil this study was completed before beginning their own,
broader, study in mid-1989.

2. The Ingpectors paid several visits to the World Bank, as well as to
the African, Asian, and Inter-American Development Banks. They visited
many of the United Nations system agencies, primarily at headquarters but
also at regional and country levels. They alsc asked all these agencies
about their co-operation with other multilateral financial institutions.
They then wisited the Commission of the European Communities since a
number of organizations have been increasing their operational activities
with this body, although it ig of course not strictly a financial
ingtitution. In the course of their work, the Inspectors gathered and
reviewed some 300 policy, programme and project reports and analyses of
changing patterns of development co-operation, and conducted more than
100 interviews. They wish to express their appreciation to all those
efficials who contributed their insights.

(AN

3. The basic objective of the JIU study was to examine the
co-operative activities of United Nations system agencies with the
multilateral financial institutions, which would permit both groups to
provide the hest possible services and programmes to developing

countries. In conducting their rvesearch. the Inspectors sought to
determine: which agencies are co-operating with each other in
operational activities for development, and why? What joint policy,

project, and programme activities exist and what are the scope, trends,
constraints, and possibilities for increasing such efforts in the
future? Most impoertantly, what significant steps are needed to improve
operational ce-operation between the two groups of organizations?

4, The Inspectors found that there is still not much operational
co-operation Ybetween United Nations system organizations and the
multilateral financial Iinstitutions at present. The situation is

starting +to change, as some sgignificant collaborative initiatives and
processes get underway, and as a variety of co-operative operational
programmes  emerge. However, officials who have participated in
successful collaborative efforts and those who have suffered through
failures stressed repeatedly that the usual liaison and co-ordination
mechanisms are mnot the key. What does succeed in building solid
co-operation is joint efforts applied effectively to a priority need.
When two organizations

(a) work together on a well-defined project or programme;
(b) provide complementary expertise or other resources;

(¢) perform well and in a timely fashion;



(d) and achieve both their mutual and individual policy, programme
and administrative objectives and requirements,

the co-operative arrangement is likely to be repeated and expanded in the
future.

5. As the study progressed, it became clear that what really builds
better co-operation in operational activities for development is
results. Co-ordination mechanisms, liaison efforts, and policy
statements all play a part. But the proof is in the performance.
Organizations that are known for innovative and effective performance
will attract partners for co-operative work, while those whose
performance is erratic will have difficulties establishing co-operation
no matter how extensive their co-ordination mechanisms may be. What 1is
more, an organization cannot rest on past successes: it must steadily
adapt and innovate its development services to meet changing conditions
and needs.

6. This performance imperative is increasingly being emphasized in all
aspects of operational activities for development, as discussed in the
following Chapters.

(a) The multilateral banks and many other development institutions
have become much more active and competent competitors, who are eager to
provide the technical co-operation and field programme expertise which
the United Nations system organizations formerly dominated. This has
called into question established techniecal co-operation patterns and
habits (Chapter II).

(b) Policymakers and analysts, from both inside and outside the
United Nations system, have recently  exhorted all development
organizations to work together to establish much more coherent
programmes, and to provide more co-operative, participative and
high-quality development services (Chapter III).

(c) Stubborn, long-standing problems inevitably hamper better
development co-operation, both in general and for United Nations system
organizations (Chapter IV).

(4 None the less, there have recently been a number of
collaborative initiatives which seek to enhance co—operative
opportunities (Chapter V).

(e) Yet discussions with operational officials consistently
emphasized certain operational factors that build effective development
co-operation, beginning with the sine qua non of high-quality performance
(Chapter VI).

(f) The Inspectors believe that ILO's liaison efforts with the
World Bank illustrate the pragmatic, performance-oriented approach to
operational liaison which 1is most likely +to 1lead to significant
co-—operative relationgships (Chapter VII}.



(g) Finally, the 1inspectors offer certain recommendations to
encourage senior operational officials and the appropriate governing
bodies of the organizations to foster the continuous creativity,
programme initiatives, and sustained performance improvement which will
be required to expand United Nations system operational roles in the

future {(Chapter VIII).

7. General analysis is always more useful when combined with specific
examples. There is no wmagic formula to ensure successful multilateral
co-operation in operational activities. Each organization must respond
to the opportunities that its policies, mandates and activities offer.
Nevertheless, in Part II of this report the Inspectors present 22
examples of vrecent oprogramme initiatives, operational reviews, and
investment and project preparation activities in United Nations system
organizations. They believe that these efforts illustrate new approaches
and ideas that other organizations might also wish to consider.
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II. CHANGING PATTERNS OF INTERNATIONAL DEVELOPMENT CO-CPERATION

8. The 1980s were a time of rapid and wsignificant change in
international development co-operation and in that category - technical
co—operation - where most United Nations system activity is centred.

These major changes involved financial flows, strategies, and basic modes
of development activity.

9. The following table from the Organisation for Economic Co-operation
and Development summarizes total net resource flows over the last
decade. The situation, of «course, varies widely in individual
developing countries and regions. Overall, however, after falling

sharply during the mid-1980s, total resourc2 flows have now stabilized,
but at only about half the 1981 level when measured at constant prices
and exchange ratios. The pattern has alsc changed dramatically:
official development finance disbursements have risen from only 33 per
cent to more than 60 per cent of total net resource flows, while bank
lending and export credits dropped very sharply.

10. Multilateral flows have changed as well. In 1970 the United
Nations system organizations were the dominant donors of mnultilateral
official development assistance, with the World Bank trailing and the
regional development banks playing a small role. In recent Yyears,
however, the banks' combined disbursements have been almost double those
of the United Nations system organizations 1/.

TOTAL NET RESOURCE FLOWS TO DEVELOPING CQUNTRIES
1981-1989, alternate years
current $US, billions

1981 1983 1985 1987 1989
Official Development
Finance, disbursements
Bilateral 31.¢9 27.6 32.5 44.8 49.5
Multilateral 13.6 14.8 16.4 16.8 19.5
Total Export Credits 17.6 4.6 4.0 ~2.6 1.2
Private Direct Invest-
ment (OECD) 17.2 9.3 6.6 21.0 22.0
Intrntl. Bank lending,
bond lending, other 55.1 36.3 21.¢9 10.0 14.0
Grants by Non-governmental
Organizations 2.0 2.3 2.9 3.5 4.2
137.4 94.9 84.3 93.5 110.4

Source: OECD 2/



11. Patterns of technical co-operation financing have also changed
dramatically over the same period of the 1980s, as shown by the following
table from the United Nations. The World Bank has become the most

important single source of multilateral technical co-operation, even
though this amounts to only about 6 to 8 per cent of its total annual
lending. World Bank technical co-operation commitments from loans and
credits more than doubled during the 1980s, while operational
expenditures for development of United Nations agencies (excepting WFP
and UNICEF) scarcely grew at all. The amounts provided by the World Bank
rose as a proportion of the technical co-operation expenditures of all
the United Nations agencies (excluding WFP and UNICEF) from 33 per cent
in 1981 to 52 per cent in 1989. This does not include additional Bank
technical assistance through free-standing technical assistance loans
($Us 95 million in fiscal year 1988), its administrative budget ($US 29
million), project preparation facilities ($US 75 million, see Chapter
IV.E of Part II of this report), and technical assistance financed by
others ($US 117 million).

EXPENDITURES ON OPERATIONAL ACTIVITIES FOR DEVELOFPMENT
OF THE UNITED NATIONS SYSTEM; OVERVIEW
1981-1989, alternate years
current $US billion

1981 1983 1985 1987 1989
Development Grants:

Financed by UNDP, UNFPA, 0.9 0.7 0.8 0.9 1.1
UNDP-administered funds

Financed by UNICEF and

WFP 0.8 0.9 1.1 1.1 1.3
Financed by regular

budgets 0.2 0.3 0.3 0.3 0.2

Financed by other

extrabudgetary resources 0.4 0.4 0.4 0.6 0.8
(includes 0.1 in 1987 and

0.2 in 1989 from WFP)

Sub-total 2.3 2.3 2.6 2.9 3.4

World Bank/IDA technical
co-pperation disburse-
ments in loans and
credits 0.5 0.9 0.9 1.2 1.1

NOTE: For comparison purposes, bilateral technical co-operation grants
from DAC countries (see footnote 1/, Table 21 of 1990 report) amounted to
$US 5.5 billion in 1980 and $US 10.6 billion in 1989. NGO grants also
rose sharply, from 2.0 billion in 1981 to 4.2 billion in 1989 (see
preceding table).

Source: United Nations 3/.



12. United Nations agencies have been involved in only a very small
part of the Bank's loan- and credit-financed technical assistance, rising
to about 5 per cent in 1987. For instance, during 1985-1987, the Bank
disbursed $US 113 million to United Nations system agencies from the
proceeds of Bank loans and credits. The wvast majority went to the
United WNations Development Programme (UNDP) ($US 41 million), the Food
and Agriculture Organization (FA0) ($US 33 million), the International
Labour Organisation (ILO) ($US 15 million), and the United HNations
Children's Fund (UNICEF) ($US 10 million). No other organization had
more than about $US 1 million a year, and many had much less. On the
other hand, the World Bank has emerged as an important executing agency
for UNDP projects: it administered $US 48 million of UNDP-funded
projects in fiscal year 1988 alone.

13. Development thinking has changed just as significantly as have
resource flows. According to one overview 4/, an initial “brave new
world" following World War II and on into the 1960s emphasized economic
growth, capital formation, planning models, industrialization, and
foreign aid which would bring economic “take off". A subsequent "golden
age" shifted priorities to “growth with redistribution of income™, skills
training, the market mechanism, agriculture, and emerging scepticism
about foreign aid effectiveness. The "rude awakening'" came much more
recently, with doubts about  achieving growth with or without
restructuring, new emphasis on "human resources", popular participation
instead of state or market dominance, and turbulence in development
finance and the international economy as marked by the "“debt crisis" and
rising trade barriers.

14. The annual report of the World Bank for 1991 synthesizes these
lessons of the past 40 years of development experience and provides a
comprehensive view of the current development agenda. The report places
central emphasis on development as the most important challenge facing
the human race, and on the interaction between governments and markets in
a time of radical change in the world economy. It also urges a higher
quantity and quality of development assistance from industrial countries
and multilateral agencies combined with investment in people, policy
reforms, and increasing self-reliance in the developing countries 5/.

15. The past five years have also seen much reagsessment of technical
co—operation work. The ol1ld expert- and training-oriented ‘“technical
assistance™ process has shifted to a multi-dimensional “technical
co-operation”™ process to build human and institutional capabilities to
meet constantly changing development situations. Yet this institutional
development process, particularly in times of economic adversity and
political stress, is complex and still not well-understood. Preparing
and delivering appropriate, useful and long-lasting technical
co-operation is still in many ways an unsatisfactory process 6/. A 1991
UNDP report and Governing Council decision illustrate the issues and
challenges that all United Nations system agencies face in this area.
They discuss, among other things, a programme to strengthen technical
co—operation and related institutions in more than 30 African countries,
and the need to integrate new development and capacity building concerns
into regular operations 7/.




16. Other dramatic changes have emerged in development co-operation.
One is ™globalization®. The United Nations system no longer stands
alone as the "world organization™. Multinational corporations, service
firms and research organizations and universities increasingly operate
worldwide or participate in networks which span the globe. Modern air
travel, instantaneous telecommunications systems, and international media
make the entire world readily accessible. All types of organizations now
have an international perspective and staff composed of many
nationalities.

17. Globalization has contributed to much greater competition for
technical co-operation staff and work. International newspapers and
journals inereasingly contain very similar advertisements seeking
highly-qualified profegsionals for work in developing countries in many

specialized fields. The advertisements are placed by international
management consulting, legal, and accounting firms, by bilateral aid
agencies, regional development banks, inter- and non-governmental

organizations, vresearch institutes, international corporations, and
banks, as well as by some United Nations system agencies. Recently, they
also include developing country governments as they shift gradually to
"national execution” of development projects. And most of these
organizations are also in competition with each other, often very
aggressively, for contracts and assignments to provide the billions of
dollars worth of development advisory services required worldwide each
year.

18. Although a large global pool of skilled and experienced development
advisers has evolved, with new people being added all the time, this
competition for the best people puts extreme pressure on United Nations
system recruitment and staffing systems. A detailed 1989 analysis
concluded that the system was no longer competitive in staff recruitment
or vretention, particulariy in field positions but also for many
occupations, grade levels, and nationalities. Increasingly, technically
qualified and motivated staff were recruited by (or have left the United
Nations system for) development banks, consulting firms, national aid
agencies, or other aid organizations which offer more attractive
conditions of employment 8/. Whether recruitment and retention problems
stem from salary structure or, more likely, from politicized and
otherwise unsatisfactory working conditions cannot be addressed in this
study. It is sufficient to note that although some modest corrective
measures have been taken, the basic problem continues.

19. The ever more crowded development field has also led to more and

more joint operations and co-financing. “"Funding" agencies now also
implement projects, while ‘"executing” apgencies have added their own
funding arrangements. Development organizations of all types are

expanding greatly their “co-financing" work, in which they join with
other organizations to provide parallel or joint financing for a
particular project or programme: the World Bank reported in 1989 that,
for the first time ever, more than half its assisted projects or
programmes involved some form of co-financing. All development
organizations must thus consider new relationships, capabilities,
administrative procedures, and options.



20. The past decade has also seen a rapid increase in the role of
non-governmental organizations (NGOs) in development. As development
programmes have concentrated more on poverty issues, “grassroots™ action,
and popular participation, recognition of the NGO reole has been
heightened. Developed country NGOs raise some $US 3 billion for
development activities each year, and channel a further $US 1.5 billion
of funds received from official aid agencies. The financial and human
regources provided by developing country mnational and local NGOs are
difficult to quantify, but far exceed this volume. Even more
importantly, however, official development agencies have greatly
inereased their co-operative work with NGOs, in rvecopunition of their
ability to highlight emerging policy issues., provide field implementation
networks, and mobllize support for human resource development efforts.

21. Although the vast majority of foreign direct investment flows are
still hetween the largest developed countries. a still small proportion -
but a much larger absolute amount than in the past -~ flows fo developing
nations 9/. Many develeping countries are actively seeking investors to
help reduce debi burdens and strengthen local economies, and corporations
have responded, with resultant changes in locz2l technology, productivity,
wages and employment levels. Recent estimates are thar about $US 35
billion a year of foreign direct investment flows to developing
countries, and that multinational corporations now employ some seven
million people in these countries.

22. No one can know what the 1990s will bring. But it is already
evident that there will be new and severe demands on already limited
development resources. The changes in Eastern Europe will attract a
considerable volume of development and investment resources, as shown by
the creation of the new Eurcopean Bank for Reconstruction and
Development. Military conflicts continue in many areas around the
globe. The worldwide flood of refugees has not diminished: it requires
$us B8 billion of donor country funds each year. Drought and famine
threats continue in Africa. Natural disasters around the world continue
to place very disruptive pressure on development resources, capacities
and priorities. An  international economic recession could damage
hard-pressed developing countries even further, and censtrict donor
country resources for development. And the Gulf crisis of 1990-1991 led
to billions of dollars in support payments to "front-line states™, with
billions more required for re-construction efforts.

23. These challenges all make it much more difficult for United Nations
system agencies to successfully fulfil their development roles. The
following Chapters discuss ways in which they have begun to address these
matters, and to prepare themselves for the wrenching further changes
which the 1990s will undoubtedly bring.



I1X. RECENT POLICY AND PROGRAMME REASSESSMENTS

24, The substantial changes of the 1980s in international development
patterns have been accompanied - and often driven - by increasing
frustrations at the slow 7pace of progress after some 35 years of
international effort. This has led in turn to various attempts by United
Nations system and other development institutiens to reassess the current
situation and create more effective policies, strategies, and
programmes. These policy ~econsiderations have recently increased, and
have particularly stressed the need for development agencies to sgharply
improve the quality, responsiveness, and co-operative character of their
programmes.

25. The Inspectors wish first <o note iwo relevant JIU reporting
effortg from the past. In 2877 the Governing Council »f UNDP requested
that JIU study aliernative approaches Lo the use of ever more costly UNDP
financed expert services. The resulting JIU report 10/ was based on

more than 400 detailed vresponses from recipient governments, project
leaders, URDP field representatives, and development organizations
worldwide. Its central recommendation was that host governments should
exercige management authority eover all preject inputs and activities,
nixing medes of project execution as  ¢civcumstances permit. The
alternatives included government sexecution, reduced long-term expert
agsignments, more use of high-level short-term consulitants and local
consulting iInstitutions, and expanded co-operative arrangements and
subcontracting between Iinstitutbions. The Governing Council urged full
support for and fuller application of government management 11/, and UNDP
and the agencies prepared follow-up reports which alse foreshadowed many
of the issues now under discussion 12/.

26. JIU has alse prepared a series of reports on evaluation systems
gince 1978. Of particular relevance are a 1982 report which urged jeint
actions by gpovernments and aid organizations to establish and strengthen
avaluation systems, data, saxpertise, and co-ordination as Iintegral
elements of development management 13/. A 31985 JIU report on internal
evaluation systems of United Nations system organizations also stressed
the need to ensure that these systems become streamlined, responsive,
performance—oriented information systems used to continuously improve the
quality of development co-operation 14/.

27. In 1986 a unique, broad scale consultants’' study entitled Does aid
work? 15/ surveyed a worldwide set of aid activities, evaluations,
country case studies and past analyses of aid and its institutions. The

study was prepared for a task force established by the Development
Committee, which is a Joint Ministerial Committee o»f the Boards of
Governors of the World Bank and the International Monetary Fund. The
report concluded that most aid did indeed "work™, but it also detailed
many reasons for aid failures and suggestions for improvement.

28. Among other things, the report found that multilateral development
banks were being increasingly drawn into technical co-operation planning,
leadership, and operations, while United Nations system resources






