
OIG annual report says governments and partners are key to enabling
the Global Fund to address quality of service issues

“There is often an asymmetry between the high level of accountability for impact that the Global Fund is
generally held to and the sometimes low level of control that the organization has on many of the factors
that drive such impact.”

These were the words of the Office of the Inspector General (OIG) in its 2017 Annual Report which was
presented to the Board at its 39th meeting, in Skopje, Macedonia, on 9–10 May. The OIG said that its
work in 2017 confirms the steady progress of the Global Fund – programmatic  achievements are
substantial; there have been considerable investments in health systems; financial mechanisms are
increasingly mitigating the risk of financial loss; the Secretariat is improving internal operations; more
rubust technologies are supporting grant management processes; and risk management is maturing.

However, a number of challenges remain, the OIG said, particularly with respect to the supply chain and
to quality of services.

“The persistence of issues related to quality of services also reflects to a large extent the challenges
inherent in both an operating model that is highly contingent on the effectiveness of a broader partnership
and the often weak environment in which grants are implemented,” the OIG stated.

Many of the quality of service issues have root causes far beyond the control of the Global Fund alone,
the OIG said. “A key driver behind poor quality of services is often the limited human resources for health
(both in terms of quantity and quality) or material weaknesses in the country systems for logistics and
health management.”



The Global Fund acting alone cannot address these complaints, the OIG said. “Until there is a real
partnership approach to addressing these issues, with clear accountability for both the Global Fund, the
partners and the governments, quality of service is likely to remain a persistent gap.”

Below we summarize what the OIG had to say about the supply chain challenges and other issues,
including risk management, assurance and health systems. The article concludes with sections on OIG
operations and agreed management actions.

Supply chain

According to the OIG, there are four systemic root causes of the supply chain challenges –– inadequate
leadership and governance structures; insufficient funding; limitations in data for decision-making; and a
lack of trained health staff.

The Secretariat established a dedicated supply chain team in 2017. A detailed implementation plan has
been developed to support the roll-out of a comprehensive supply-chain strategy. The OIG said that the
strategy takes a more comprehensive, end-to-end approach including both upstream and downstream
processes: forecasting, logistics, capacity building, data, investments, key performance indicators, risk
management and assurance.

“However,” the OIG said, “actual progress on implementation remains limited at the time of writing.”
Twenty countries have been selected for holistic supply-chain diagnostics by the end of 2018 but only
three have been completed to date, the OIG said.

Although the establishment of a dedicated team has allowed the Secretariat to take a more strategic
approach, the OIG stated, there are limited synergies between the supply chain team and individual grant
management country teams. “The OIG views this lack of connectivity as a significant risk that could
jeopardize the actual implementation of an otherwise ambitious and innovative approach for improving
supply chain management at the Global Fund.”

Risk management

The OIG said that good progress is being made towards embedding risk management into core grant
decision-making processes. The risk team is now substantively involved in upstream grant-making. During
2017, the team reviewed 72 of the 105 funding requests in Windows 1 and 2. In addition, the annual
funding decisions process now includes a risk clearance step before a disbursement can go through. The
risk team reviewed over 250 annual funding decisions in 2017.

The OIG told Aidspan that when reviewing a funding request, the risk team assesses whether there are
risks that might impede the program from meeting the objectives of the request; whether these risks have
been adequately addressed; and whether further discussion of these risks is required during grant-making.

When reviewing the annual funding decisions, the risk teams review the risk analysis done by the country
teams in high-impact and core portfolios to ensure that all relevant risks have been identified and
appropriately prioritize; that planned mitigation measures are adequate to manage the risks; and that
appropriate assurance mechanisms have been identified.

With respect to risk appetite, although the notion of explicitly setting risk appetite had little traction in the
past, the OIG said, there is now a general consensus at both Board and Secretariat levels not just on the
concept but also increasingly on its necessity. The risk appetite framework –– which the Board adopted at
its meeting on 9–10 May (see separate article in GFO 366) –– contains high-level statements, the OIG
said, but a mature risk framework will require a cascading mechanism that translates these high-level



statements into actual operational guidance.

Health systems

The OIG revealed that when RSSH (resilient and sustainable systems for health) activities have been
embedded in a disease grant, absorption has generally been better.

Several factors, some of which are beyond the control of the Global Fund, contribute to the challenging
implementation of RSSH grants. They include the following:

significant gaps in the capacity of implementers to oversee sometimes complex RSSH
arrangements;
fragmented execution across multiple implementers without effective coordination mechanisms;
insufficient definition of key budgeted activities, potentially resulting in disbursement delays; and
a lack of clear performance metrics and indicators of success to both effectively gauge progress and
assess the real impact of the investments.

 

According to the OIG, these challenges:

“reflect the limits that are inherent in the Global Fund partnership model. On the one hand, Global Fund
investments attempt to fill gaps that significantly limit the prevention and the treatment of the three
diseases. At the same time, both the nature and the magnitude of these gaps are such that the Global
Fund has neither the primary mandate nor the resources to tackle them alone. Success in overcoming
these challenges requires not only well designed and effectively implemented programs on the part of the
Global Fund, but also a strong level of both political will and financial commitment from host countries that
own the underlying systems for health.”

In addition, the OIG said, overcoming these challenges requires effective coordination across a large
number of partners who play key roles in the overall health ecosystem of the implementing countries.
“Because the Global Fund has limited control on these critical variables of the equation, the RSSH grants
will likely yield limited improvements in the absence of a broader strategy underpinned by collective
ownership and joint accountability of all stakeholders and partners, including the countries themselves.”

Given these implementation challenges, the OIG said that as part of its 2018 plan it will fully review Global
Fund-financed RSSH activities, including risk management, oversight arrangements, monitoring,
performance indicators and results measurement.

Assurance

The OIG revealed that programmatic assurance activities such as ‘On-Site Data Verifications’ and ‘Rapid
Service Quality Assessments’ were discontinued as they did not provide the level of assurance needed.
They were replaced with various programmatic assurance options, including Health Facility Assessments,
but these have not yet been fully executed as per the Secretariat roll-out plan.

Striking the right balance between financial and programmatic assurance is not an easy task for the
Global Fund, the OIG said, given the confluence of the many challenges identified by the OIG:

First, although fiduciary risks have been significantly mitigated over the years, the grants are never 
immune to potential misuse of funds. Any such occurrence could significantly set back the
organization and shake donor confidence at its core.



 

Second, in the absence of clearly expressed risk appetites there is an inherent –– albeit unconfirmed
–– assumption that donors have a much lower appetite for financial risks and a comparatively higher 
appetite for programmatic risks. The current assurance model reflects to a large extent that
underlying assumption.

 

Third, while financial risk management and assurance rely on fairly well established and tested
processes and mechanisms, programmatic assurance remains an evolving field. There are no
uniformly accepted frameworks and, to a large extent, the Global Fund is facing the same challenge
as other international aid organizations in trying to design models and approaches that are
systematic yet tailored to the specific needs of each portfolio.

 

Fourth, in addition to the lack of uniformly accepted frameworks, programmatic assurance has also 
suffered from limited and generally inadequate tools. The Secretariat has recognized this gap and is
taking steps to address it, such as the recently completed Assurance Handbook. But more still
needs to be done in this area.

 

Lastly, where financial assurance generally covers a fairly self-contained set of activities, 
programmatic assurance is far broader and its objects (for example, data quality, service delivery,
health facility conditions, etc.) extend far beyond the confines of Global Fund grants. Programmatic
assurance often involves more interdependencies and requires a more integrated approach with all
stakeholders.

 

OIG operations

2017 highlights

The OIG published a record 28 reports in 2017. The Investigations Unit screened 207 allegations of
wrongdoing compared with 180 in 2016. Secretariat reporting increased by 26% and implementer
reporting by 138%, partly due to outreach initiatives such as the OIG’s anti-corruption campaign, “I Speak
Out Now!” This included allegations from sub-recipients and sub-sub-recipients for the first time.

The average number of weeks to finish an engagement was 25 for audits (vs. 26 in 2016) and 38 for
investigations (vs. 51 in 2016). In its annual stakeholder satisfaction survey, the OIG received 89%
satisfaction ratings from members of the Board and the Audit and Finance Committee (AFC).

The OIG’s Audit Unit received the highest possible rating (“generally conforms”) across 44 dimensions in
the triannual external quality assessment by the Institute of Internal Auditors. The OIG’s Investigations
Unit also received the highest rating of “fully compliant” with the Uniform Guidelines for Investigations of
the Conference of International Investigators.

2018 workplan 



The OIG’s annual report outlined its 2018 work plan (see Figure 1).

Figure 1: OIG work plan for 2018
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Finally, the OIG said that its three-year rolling audit plan for 2016–2018 will have enabled the OIG to cover
75% of the allocations to countries (see Figure 2).

Figure 2: Three-year rolling audit plan (2016–2018)
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AMA Progress Report

In a separate paper, the OIG and the Secretariat provided a progress report on the status of long overdue
agreed management actions (AMAs) stemming from OIG audits and other reports.

As of 28 February, there are 24 overdue agreed management actions (AMAs), of which 17 are considered
long overdue (i.e. more than 90 days late). All but one of the long overdue AMAs are more than 180 days
overdue. The total number of overdue AMAs has decreased by 38% since February 2017 (down from 39).

The long overdue AMAs are evenly split between internal Secretariat processes and country grant
portfolios (see Figure 3).
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The OIG stated that the Secretariat has made considerable progress in closing recent AMAs before they
become 180 days late.

Board Document GF-B39-08 (The Office of the Inspector General 2017 Annual Report) and Board 
Document GF-B38-09 (Agreed Management Actions [AMAs] Progress Report) are available at
www.theglobalfund.org/en/board/meetings/39
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