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Executive summary
The UK considers the multilateral system to be vital to its interests and to tackling global challenges such as 
climate change and global health crises. Historically, more than half of the UK’s official development assistance 
(ODA) budget is channelled through multilateral organisations, such as the United Nations and World Bank. 
Each organisation has its own mandate and governance arrangements, which are collectively negotiated 
and agreed upon by its members. Funding to multilateral organisations is typically subject to a single audit 
principle, where only one designated body can conduct audits. The single audit principle is designed to avoid 
the cost and burden of multiple donors conducting audits and evaluations of multilateral organisations but 
therefore also limits individual donors’ access to review the effectiveness of counter-fraud systems.

This rapid review looks at how the UK’s Foreign, Commonwealth and Development Office (FCDO) ensures the 
effective management of fraud risks in its core funding to multilateral organisations. It assesses the extent to 
which the UK identifies, assesses and monitors multilateral organisations’ fraud risk management frameworks 
to ensure they have systems, including processes, governance structures, resources and incentives, in place 
to manage fraud risks in the UK’s ODA expenditure. It examines how effective the UK is at working with 
multilateral organisations and other donors to strengthen fraud risk management in multilateral organisations. 
Finally, it considers how the UK captures, applies and shares its learning on fraud risk management internally 
and externally. This rapid review, which is not scored, builds on the Tackling fraud in UK aid review conducted 
by the Independent Commission for Aid Impact (ICAI) in 2021, which assessed how effectively UK government 
departments tackle fraud in UK aid, focusing on the UK’s bilateral aid expenditure.

Relevance: To what extent does the UK identify, assess and monitor multilateral 
organisations’ fraud risk management frameworks to ensure they have systems, including 
processes, governance structures, resources and incentives in place to manage fraud risks 
in the UK’s ODA expenditure?

FCDO has appropriate processes in place to identify, assess and monitor multilateral organisations’ fraud 
risk management frameworks. FCDO conducts Central Assurance Assessments (CAAs) approximately every 
three years, which are a key tool in identifying and assessing fraud and wider governance risks. Fraud and 
governance aspects of these CAAs are generally completed to a high standard. 

The main weakness we identified is that fraud risk is managed on an organisation-by-organisation basis 
without oversight of risks across the whole multilateral portfolio. For example, there is no systematic quality 
assurance or peer review process for CAAs or monitoring plans within FCDO. This results in a fragmented 
approach to identifying and managing key fraud risks. A portfolio approach could better focus resources and 
effort on managing overall risk to FCDO and maximising the positive impact on multilateral governance. 

FCDO does not assess and monitor the fraud risk management of ODA funding through the European 
Commission in the same way as with other multilateral organisations. Historically, this was because of the UK’s 
oversight and governance role within the European Union. Since the UK exited the EU in January 2020, as 
with all residual funding to the EU, the UK-EU Withdrawal Agreement governs the residual aid commitment. 
However, the European Commission was the largest recipient of UK ODA funding in 2020 and it is expected to 
remain one of the largest until at least 2027, and FCDO’s last assessment, in 2016, found Commission fraud risk 
management to be weak. FCDO guidance states that due diligence of external partners should be renewed 
every three years. 

Effectiveness: How effective is the UK at working with multilateral organisations and other 
donors to strengthen fraud risk management in multilateral organisations?

Multilateral organisations see the UK as a leading voice in promoting good counter-fraud practices. The UK 
has worked collaboratively with multilateral organisations to help them meaningfully improve their systems, 
but multilateral organisations also see the UK as administratively burdensome. Since reducing its aid budget 
and contributions to some multilateral organisations, the UK has seen some pushback on its demands for 
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access and information beyond formal agreements. FCDO’s devolved approach to fraud risk management 
means multilateral organisations are treated differently depending on the UK’s leverage and the multilateral’s 
openness to UK influence, rather than relative to their risks. 

There are good examples of where the UK has successfully collaborated with like-minded donors to improve 
counter-fraud practices in multilaterals and, in the case of joint CAAs with Australia, for example, to reduce 
the burden of multiple assessments and increase sharing of due diligence information between donors. 
However, this kind of collaboration between donors on due diligence is rare, and we heard from multilateral 
organisations that counter-fraud and governance issues are becoming less of a priority for some leading 
donors.

FCDO’s EU development team no longer has bilateral meetings on audits, evaluations, or fraud and anti-
corruption issues with its counterparts since the UK’s departure from the EU. This lack of engagement with the 
European Commission is concerning because it is one of the largest and most influential development actors 
and among the most closely aligned to the UK on counter-fraud issues.

Learning: How does the UK capture, apply and share its learning on fraud risk management 
internally and externally?

FCDO teams that manage multilateral organisations gain significant insights about the specific multilateral 
organisation they are working with through their day-to-day engagement and especially through 
secondments of staff to the organisations. Multilaterals, too, have learned from the expertise and intelligence 
provided by FCDO, which has led to significant improvements in their systems and processes. However, there 
is no coordination within FCDO of secondee learning which, combined with the lack of quality assurance and 
peer review processes across the multilateral portfolio, means potentially valuable lessons about how to best 
help and influence multilaterals to improve their counter-fraud systems, processes and practices are not being 
shared across Multilateral Teams or more widely across FCDO.

Recommendations

Recommendation 1: 

FCDO should establish a risk-based portfolio approach to managing governance risks across funding to all 
multilateral organisations. 

Recommendation 2: 

FCDO should continue to build stronger coalitions with like-minded donors to maintain counter-fraud and 
good governance as a top priority for multilateral organisations. 

Recommendation 3: 

FCDO should renew and document its assessment of the European Commission’s ODA fraud risk management, 
in line with its processes for all multilateral organisations it funds.
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1. Introduction
1.1 This rapid review looks at how the UK’s Foreign, Commonwealth and Development Office (FCDO) ensures 

the effective management of fraud risks in its core funding to multilateral organisations. As a rapid review, 
it intends to provide timely, evidence-based conclusions and recommendations but does not examine the 
evidence in sufficient depth to allow for scoring.1

1.2 Multilateral organisations are formed between three or more nations to work on issues relevant to 
each of them. At the global level, these include the United Nations (UN), World Trade Organisation and 
World Bank. Multilateral organisations are primarily funded by their members. Each has its own mandate 
and governance, collectively negotiated and agreed upon by its members. Funding to multilateral 
organisations that address humanitarian and international development issues is official development 
assistance (ODA).2

1.3 The UK government considers the multilateral system to be “vital to the UK and global interests”3 and 
has committed to seeking multilateral solutions to global challenges such as climate change and global 
health crises.4 In 2016, following its decision to leave the EU, the UK government stated that working 
towards a “truly transparent, efficient” multilateral system was a key part of its ongoing contribution 
to multilateralism.5 The UK government reiterated its “deep commitment” to multilateralism, to 
strengthening multilateral organisations and to playing a leading international role in multilateral 
governance in its 2021 Integrated review of security, defence, development and foreign policy.6

1.4 More than half of the UK’s ODA is channelled through multilateral organisations.7 Most of this funding 
is channelled through core contributions, which means the UK has not specified how the multilateral 
organisation should use the ODA (see Box 1). Such funding is typically subject to a single audit principle, 
where only one designated body can conduct audits. With the UN, for example, the United Nations Board 
of Auditors is the designated external auditor for all UN entities, funds and programmes.8 The single audit 
principle is designed to avoid the cost and burden of multiple donors conducting audits and evaluations 
of multilateral organisations but this limits the UK’s access to review the effectiveness of counter-fraud 
systems. 

1.5 This rapid review focuses on how FCDO manages fraud risk in its core contributions to multilateral 
organisations, which are subject to the single audit principle. It looks at how effectively FCDO uses 
mechanisms and relationships to tackle fraud, rather than seeking to access or assess multilateral 
organisations’ own systems and data. The review builds upon the 2021 Independent Commission for Aid 
Impact (ICAI) rapid review on Tackling fraud in UK aid which assessed the effectiveness of counter-fraud 
measures across UK government departments that spend ODA, focused on bilateral funding.9

1.6 The review covers the period since the 2016 Multilateral development review, conducted by the 
former Department for International Development (DFID), which was merged with the Foreign and 
Commonwealth Office (FCO) in 2021 to form FCDO. The Multilateral development review assessed the 
strategic alignment and organisational strength of each multilateral organisation that received more 
than £1 million of UK ODA and informed how DFID, and subsequently FCDO, engages with multilateral 
organisations, including on fraud risk management and wider fiduciary risk and governance issues.10 
Former DFID and FCO systems, structures and strategies were being integrated during this review. We 
did not set out to comprehensively assess the impact of this integration but sought to assess the effect 
of changes on priorities and relationships in relation to fraud risk management, and to identify future 
opportunities for FCDO in this area.

1 How we work, ICAI, accessed 25 January 2022, link.
2 Multilateral organisations that are eligible for ODA are defined by the Organisation for Economic Co-operation and Development's Development Assistance 

Committee (OECD DAC). See Annex 2, list of ODA-eligible international organisations, OECD DAC, April 2021, link.
3 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 5, link.
4 Global Britain in a competitive age: The integrated review of security, defence, development and foreign policy, HM Government, p. 14, March 2021, link.
5 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 32, link.
6 Global Britain in a competitive age: The integrated review of security, defence, development and foreign policy, HM Government, March 2021, p. 11 and 44, link.
7 Statistics on International Development: Final UK Aid Spend 2019, FCDO, p. 12, September 2020, link.
8 United Nations Board of Auditors, UN, accessed 25 January 2022, link.
9 Tackling fraud in UK aid, ICAI, April 2021, link.
10 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 15, link.

https://icai.independent.gov.uk/about-us/our-workplan/
https://www.oecd.org/dac/financing-sustainable-development/development-finance-standards/annex2.htm
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975077/Global_Britain_in_a_Competitive_Age-_the_Integrated_Review_of_Security__Defence__Development_and_Foreign_Policy.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975077/Global_Britain_in_a_Competitive_Age-_the_Integrated_Review_of_Security__Defence__Development_and_Foreign_Policy.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/927135/Statistics_on_International_Development_Final_UK_Aid_Spend_2019.pdf
https://www.un.org/en/auditors/board/
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
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Table 1: Our review questions
Table 1: Our review questions

1. Relevance: To what extent does the UK identify, assess and monitor multilateral organisations’ fraud 
risk management frameworks to ensure they have systems including processes, governance structures, 
resources and incentives in place to manage fraud risks in the UK’s official development assistance 
expenditure?

2. Effectiveness: How effective is the UK at working with multilateral organisations and other donors to 
strengthen fraud risk management in multilateral organisations?

3. Learning: How does the UK capture, apply and share its learning on fraud risk management internally 
and externally?

Review criteria

11 Statistics on international development: Final UK aid spend 2019, FCDO, September 2020, p. 10-11, link.

Box 1: UK ODA by delivery channel

“There are two main delivery channels for ODA: bilateral and multilateral.

Bilateral ODA is earmarked spend, ie the donor has specified how the ODA is spent – this is usually ODA 
going to specific countries or programmes. There are two types of bilateral ODA:

• Bilateral through multilateral: this is earmarked ODA spent through multilateral organisations. For 
example, to support the World Food Programme’s (WFP) emergency operations in Yemen.

• Other bilateral: this is earmarked ODA spent directly by governments or through delivery partners 
such as non-governmental and civil society organisations (NGOs, CSOs), research institutions and 
universities. For example, delivering family planning services across Malawi through an NGO.

Core multilateral ODA is unearmarked funding from national governments to multilateral organisations, 
which is pooled with other donors’ funding and dispersed as part of the core budget of the multilateral 
organisation. For example, the UK’s contribution to the World Bank International Development 
Association.”11 

This review focuses on core multilateral ODA, although it considers bilateral through multilateral funding 
where this relates to overall relationships and fraud risk management.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/927135/Statistics_on_International_Development_Final_UK_Aid_Spend_2019.pdf
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2. Methodology
2.1 Our methodology for this rapid review comprised of the following components: 

• Annotated bibliography: A brief update to the annotated bibliography for the 2021 Tackling fraud 
in UK aid,12 including summaries of literature relating to fraud risk management in multilateral 
organisations.

• Document review: Review of documentation relating to the Foreign, Commonwealth and 
Development Office’s (FCDO) management and monitoring of multilateral organisations focusing 
on unearmarked, core funding. This included due diligence assessment documentation, tools and 
guidance used by FCDO staff to help with decision-making. It also included documentation relating 
to monitoring and processes followed for suspected fraud.

• Case studies: A more detailed look at six multilateral organisations, including due diligence, 
assessments and analysis held by FCDO. Our selection of multilateral organisations for case 
studies considered the strategic importance of the organisation to the UK according to FCDO, the 
level of funding it receives from the UK, and findings of the Multilateral development review and 
subsequent assessments. We also aimed to cover different types of multilateral organisation. Using 
these considerations, we selected the following multilateral organisations to be the subject of more 
detailed case studies:

• European Commission

• Gavi, the Vaccine Alliance 

• United Nations Office of the United Nations High Commissioner for Refugees (UNHCR)

• United Nations Population Fund (UNFPA) 

• World Bank 

• World Health Organisation (WHO).

We looked at how FCDO sets out to address weaknesses and the effectiveness of its efforts. We 
analysed reported fraud data and reviewed key FCDO documentation relating to each of these six 
organisations. This focused on core funding but considered non-core, earmarked funding in relation 
to FCDO’s overall ability to manage fraud risks with multilateral organisations. 

• Stakeholder interviews: Interviews with FCDO’s Multilateral Effectiveness Team and stakeholders 
with relationship management and counter-fraud responsibilities in FCDO, multilateral organisations 
and other key donors to understand the use of tools, policies and processes in practice; how the 
UK works within the global community; and different perspectives throughout the delivery chain. 
To encourage openness in our discussions, and because we did not set out to assess multilateral 
organisations themselves, we have maintained the anonymity of respondents and organisations 
except where this was required as context for our findings and recommendations relating to UK ODA 
allocated to the European Commission. 

2.2 The 2006 Fraud Act describes fraud as making a false representation, failing to disclose relevant 
information, or the abuse of position to make financial gain or misappropriate assets.13 While technically 
fraud requires intentional deceit or abuse of power, for this review, we took a broad interpretation 
of fraud, including bribery, theft and other corrupt acts involving UK aid. This is consistent with our 
approach in the 2021 Tackling fraud in UK aid review.

12 Annotated bibliography: Tackling fraud in UK aid, ICAI, 8 April 2021, link.
13 Fraud Act 2006, The National Archives, 2006, link.

https://icai.independent.gov.uk/html-version/tackling-fraud-in-uk-aid-annotated-bibliography/
https://www.legislation.gov.uk/ukpga/2006/35/pdfs/ukpga_20060035_en.pdf
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14 The Multilateral aid review, National Audit Office, 2012, link; Raising the standard: The multilateral development review 2016, DFID, December 2016, link.

Box 2: Limitations to the methodology

• This review does not seek to follow up on the recommendations in previous ICAI reviews.

• This review is not an audit, nor is it intended as an update to the former DFID’s 2016 Multilateral 
development review.14

• This review does not attempt to assess the multilateral organisations themselves. Our objective is to 
review how effectively the UK assesses, monitors and influences multilateral organisations to manage 
fraud risks. 

• While we examined how FCDO assesses and contributes to the effectiveness of multilateral 
organisations’ counter-fraud measures, we did not verify the application of those measures in practice.

• This review did not seek to identify new fraud cases or quantify fraud levels in UK aid or multilateral 
organisations. No new cases of fraud were brought to our attention during this review.

• We originally planned to visit up to two multilateral hubs in Europe to conduct in-person interviews. This 
was not practical due to work-from-home policies in multilateral organisations and travel restrictions 
caused by the COVID-19 pandemic. We therefore conducted our work remotely.

https://www.nao.org.uk/wp-content/uploads/2012/09/1213594.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
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3. Background
3.1 Fraud is a hidden crime. It is a deliberate and illegal act which results in funds or assets being diverted 

from their intended purpose.15 While finding fraud can be difficult, three key factors can affect the 
likelihood of fraud being committed, known as the ‘fraud triangle’:16

• opportunity, such as weak controls or too much trust 

• motivation, such as for financial gain or pressure to meet targets 

• rationalisation, such as feeling undervalued or that “everyone else is doing it”.17

3.2 Global losses due to fraud are estimated to be between 3% and 10% of gross domestic product (GDP).18 The 
Independent Commission for Aid Impact's (ICAI) 2021 review on Tackling fraud in UK aid reported that most 
UK government departments, including the Foreign, Commonwealth and Development Office's (FCDO) 
predecessor departments, the Department for International Development (DFID) and the Foreign and 
Commonwealth Office (FCO), identify less than 0.1% of expenditure lost to fraud.19 The review also noted 
similar, low levels of detected fraud reported by other major official development assistance (ODA) donors 
such as the US, for example, and by multilateral organisations such as United Nations (UN) agencies.20

3.3 ICAI’s 2021 review recognised the challenges of uncovering fraud in UK aid and made recommendations 
for how ODA-spending government departments can reduce barriers for reporting fraud concerns, and 
improve data collection and intelligence sharing across departments to more effectively manage fraud 
risks (see Box 3).21 It focused on bilateral funding through grants and contracts to non-governmental 
organisations and companies, where government departments have significant access to documentation, 
systems and data to conduct due diligence and investigate concerns. 

22232425262728

15 Fraud Act 2006, The National Archives, 2006, link.
16 Other people's money: A study in the social psychology of embezzlement, Donald R. Cressey, Montclair: Patterson Smith, 1973, p. 30.
17 See The Fraud Triangle, Association of Government Accountants, accessed 17 January 2021, link.
18 The financial cost of fraud 2021, Crowe, 2021, p. 13, link.
19 Tackling fraud in UK aid, ICAI, April 2021, p. 3, link.
20 Department for International Development: Investigation into the Department’s approach to tackling fraud, NAO, 2017, p. 29, link.
21 Tackling fraud in UK aid, ICAI, April 2021, p. 27, link.
22 DFID’s approach to anti-corruption, ICAI, 2011, link.
23 How DFID works with multilateral agencies to achieve impact, ICAI, 2015, link.
24 DFID’s approach to managing fiduciary risk in conflict-affected environments, ICAI, 2016, link.
25 Tackling fraud in UK aid, ICAI, April 2021, link.
26 FCDO response to the Independent Commission for Aid Impact recommendations on tackling fraud in UK aid, April 2021, FCDO, 20 May 2021, link.
27 FCDO response to the Independent Commission for Aid Impact recommendations on tackling fraud in UK aid, April 2021, FCDO, 20 May 2021, link.
28 For more on the ICAI follow up of Tackling fraud in UK aid see How we work, ICAI, accessed 25 January 2022, link.

Box 3: Further context on ICAI’s previous work focusing on counter-fraud

This report builds on ICAI’s previous work relating to counter-fraud including its 2011 review DFID’s 
approach to anti-corruption;22 its 2015 review How DFID works with multilateral agencies to achieve 
impact;23 the 2016 review DFID’s approach to managing fiduciary risk in conflict-affected environments;24 
and the 2021 rapid review Tackling fraud in UK aid.25 The latter two particularly highlighted the importance of 
robust systems and processes to effectively manage the risk of fraud and corruption in the aid programme. 

Following our recommendations in the 2021 rapid review, FCDO partially agreed to our recommendation for 
“a centralised ODA counter-fraud function to ensure good practice and consistency of the ODA counter-
fraud response and share intelligence across all ODA spend”. FCDO decided against establishing a central 
ODA counter-fraud function within the government’s Counter Fraud Centre of Expertise hosted in the 
Cabinet Office. However, it agreed that FCDO would “lead on creating an ODA counter-fraud forum” and 
strengthening fraud governance “to facilitate the sharing of good practice and to increase consistency of 
approach for counter-fraud activity across ODA-spending departments.”26

FCDO agreed with our recommendations to review and streamline reporting systems and procedures 
and strengthen training for delivery partners, to increase independent oversight of ODA outsourcing and 
to invest in collecting and analysing more data and trends.27 We will assess how well the government has 
responded to these recommendations during our annual follow-up process.28

https://www.legislation.gov.uk/ukpga/2006/35/pdfs/ukpga_20060035_en.pdf
https://www.agacgfm.org/Intergov/Fraud-Prevention/Fraud-Awareness-Mitigation/Fraud-Triangle.aspx
https://f.datasrvr.com/fr1/521/90994/0031_Financial_Cost_of_Fraud_2021_v5.pdf
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://www.nao.org.uk/wp-content/uploads/2017/02/Investigation-into-the-Departments-approach-to-tackling-fraud.pdf
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://icai.independent.gov.uk/review/dfids-approach-anti-corruption/
https://icai.independent.gov.uk/wp-content/uploads/ICAI-Report-How-DFID-works-with-multilateral-agencies-to-achieve-impact.pdf
https://icai.independent.gov.uk/html-version/dfids-approach-to-managing-fiduciary-risk-in-conflict-affected-environments/
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://www.gov.uk/government/publications/icai-recommendations-on-tackling-fraud-in-uk-aid-fcdo-response/fcdo-response-to-the-independent-commission-for-aid-impact-recommendations-on-tackling-fraud-in-uk-aid-april-2021
https://www.gov.uk/government/publications/icai-recommendations-on-tackling-fraud-in-uk-aid-fcdo-response/fcdo-response-to-the-independent-commission-for-aid-impact-recommendations-on-tackling-fraud-in-uk-aid-april-2021
https://icai.independent.gov.uk/review/tackling-fraud-in-uk-aid/further-scrutiny/


6

3.4 Funding through multilateral organisations is different. Multilateral organisations receive funding 
from multiple governments and sometimes also from non-governmental donors, such as private 
foundations or the public. To avoid the cost and burden of each donor requiring audits and evaluations 
of multilateral organisations, such processes are typically centralised with limited access permitted 
to individual donors to conduct their own assessments under the single audit principle. While donors 
can access audit reports and other information published by multilateral organisations, this principle 
prevents donors from performing their own checks. There are exceptions; for example, the European 
Commission has negotiated the right to undertake verifications with the UN. UN agencies must give 
Commission representatives access to aid delivery locations and UN and partner offices, and provide 
sufficient evidence to “ensure transparency and accuracy in the accounts and to guard against the misuse 
of funds and fraud.”29 The UK does not have this right but seeks additional information to help ensure 
effective spend of UK aid by multilateral organisations and to work towards its objective of strengthening 
multilateral governance.30

3.5 Although multilateral organisations’ centrally-managed audits and evaluations can provide some 
assurance that the UK’s core contributions are properly managed, these are determined according to 
the organisations’ own consideration of what is material and therefore may not be aligned to the UK’s 
consideration of what is material. In addition, the UK has identified weaknesses in several multilateral 
organisations' accountability systems, which warrant efforts to gain additional assurances that UK funds 
are being properly spent. As we discuss later in the report, the UK has accessed information to help it 
manage and address fraud risks in certain cases.

The UK’s Multilateral development review and fraud risk

3.6 In 2016, DFID assessed the strategic alignment with UK priorities and organisational strengths of 38 
multilateral organisations in its Multilateral development review. Unlike the 2011 Multilateral aid review,31 
the 2016 review included new questions on fraud, risk and transparency, including: “does the agency 
promote risk management and assurance in its corporate governance”; “does the agency prevent, detect 
and take sanctions against fraud and corruption”; and “is the agency accountable to partner governments 
or clients and beneficiaries through all of its work”.32

3.7 Based on information provided by the multilateral organisations, the Multilateral development review 
concluded that “all agencies have systems in place to detect and combat fraud, with multilateral 
development banks having some of the best developed.”33 It notes, however, that often “there was not 
enough evidence of how well systems function in practice.”34

3.8 The Multilateral development review informs how the UK engages with multilateral organisations to 
strengthen their performance and accountability and set expectations about the UK’s “zero-tolerance 
approach to fraud and corruption”.35 The review states that “[a]cross all multilaterals, the UK will push 
for improved transparency, better value for money and greater accountability […] setting out more 
requirements for multilateral agencies, including new openness about management and administration 
budgets”.36 Furthermore, it stated that the UK “will work closely with partners who share our vision of a 
multilateral system that is even faster, more effective and more efficient”.37

UK aid through multilateral organisations

3.9 More than half of UK ODA is channelled through multilateral organisations. As explained in Box 1, FCDO 
categorises ODA funding to multilateral organisations as either “bilateral through multilaterals” or “core 
multilateral” ODA. Figure 1 shows UK ODA to multilateral organisations by delivery channel. Table 2 
shows the top 20 multilateral recipients of UK ODA in 2020, by spend.

29 The audit function in the United Nations system, Joint Inspection Unit, 2010, p. 41. link.
30 Global Britain in a competitive age: The integrated review of security, defence, development and foreign policy, HM Government, p. 11 and 44, link.
31 Multilateralaid review: Ensuring maximum value for money for UK aid through multilateral organisations, DFID, March 2011, link.
32 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 42, link.
33 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 22, link.
34 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 22, link.
35 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 22, link.
36 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 5-6, link.
37 Raising the standard: The multilateral development review 2016, DFID, December 2016, p. 5-6, link.

https://www.unjiu.org/sites/www.unjiu.org/files/jiu_document_files/products/en/reports-notes/JIU%20Products/JIU_REP_2010_5_English.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/975077/Global_Britain_in_a_Competitive_Age-_the_Integrated_Review_of_Security__Defence__Development_and_Foreign_Policy.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/67583/multilateral_aid_review.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573884/Multilateral-Development-Review-Dec2016.pdf
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Figure 1: Total UK ODA by main delivery channel from 2016 to 2020
Figure 1: Proportion of UK aid spend by delivery channel from 2016 to 2020

0

36%

£13.4bn
£14.1bn

£14.5bn
£15.2bn

£14.5bn

37% 37% 31% 34%

19% 19% 19%
21% 18%

45% 44% 44% 47% 48%

20202019201820172016

Core multilateral Bilateral through multilateral Other bilateral Total spend per year

Source: Statistics on international development: Final UK aid spend 2020, FCDO, September 2021, p. 15, link.

Table 2: Top 20 multilateral recipients of UK core funding in 2020 Table 2: Top 20 multilateral recipients of UK core funding in 2020 

European Commission, share of spend from UK official 
development assistance (ODA)

Rank
Amount

of UK
ODA

Proportion of total 
ODA spent through 

multilaterals
Multilateral

1

2

3

4

5

6

7

8

9

15

16

17

18

19

20

10

11

12

13

14

£1,149m

£920m

 £476m

£450m

£368m

£255m

£200m

£176m

 £129m

£43m

£40m

£38m

£35m

£35m

£33m

£66m

£55m

£48m

£48m

£45m

23.2%

18.6%

9.6%

9.1%

7.4%

5.2%

4%

3.6%

2.6%

0.9%

0.8%

0.8%

0.7%

0.7%

0.7%

1.3%

1.1%

1%

1%

0.9%

International Development Association, World Bank

Global Fund to Fight AIDS, Tuberculosis and Malaria 

Green Climate Fund 

European Development Fund, European Commission

Poverty Reduction and Growth Trust, International Monetary Fund (IMF)

Gavi, the Vaccine Alliance 

African Development Fund

International Finance Facility for Immunisation 

Central Emergency Response Fund (CERF)

United Nations Development Programme (UNDP)

United Nations Children’s Fund (UNICEF)

United Nations

International Bank for Reconstruction and Development (IBRD) 

World Food Programme (WFP)

Special Climate Change Fund, Global Environment Facility (GEF)

United Nations High Commissioner for Refugees (UNHCR)

Department of Peace Operations (DPO), United Nations

International Drug Purchase Facility (UNITAID)

United Nations Relief and Works Agency for Palestine Refugees in 
the Near East (UNWRA) 

Source: Statistics on international development: Final UK aid spend, FCDO, September 2021, p. 46, link. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1021405/Statistics-on-International-Development-Final-UK-Aid-Spend_2020.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1021405/Statistics-on-International-Development-Final-UK-Aid-Spend_2020.pdf


8

3.10 The UK’s ODA spending target is linked to gross national income (GNI). A reduction in the UK’s GNI due 
to COVID-19 impacted the 2020 ODA spend compared to forecasts,38 resulting in a £1.3 billion in-year 
reduction in aid spending. As noted in ICAI’s review of the Management of the 0.7% ODA spending target 
in 2020, the 2020 aid reductions affected bilateral spending more severely than multilateral spending. This 
was in part due to mechanisms that enable the timing of multilateral payments to be adjusted to meet 
spending targets within the year without practical impact.39

3.11 In 2021, the UK government reduced the aid spending target from 0.7% to 0.5% of GNI. This reduced the 
UK’s aid spend by 25%, from £14.5 billion in 202040 to £10.9 billion in 2021.41 In contrast to the 2020 volatility 
in GNI, the reduction from 0.7% to 0.5% in GNI will have longer-term implications that therefore cannot 
be managed by adjusting the timing of payments. FCDO is yet to publish details of its 2021 expenditure, 
including the impact of funding reductions on individual multilateral organisations. 

Multilateral Effectiveness Team and the three lines of fraud defence

3.12 As outlined in ICAI’s April 2021 review on Tackling fraud in UK aid, FCDO operates three lines of defence 
against fraud, which also applies to core multilateral funding (see Figure 2).42

3.13 The first line of defence is responsible for day-to-day risk management of each multilateral organisation 
including due diligence and ongoing monitoring. Regarding core funding to multilateral organisations, 
a dedicated Institutional Lead manages the relationship with each organisation and is responsible 
for the first line of defence, often supported by a dedicated Multilateral Team as with our case study 
organisations. Programme teams in country offices, which manage some bilateral through multilateral 
funding and have local relationships with multilateral organisations, are also an important source of 
intelligence for the Institutional Lead and form part of the first line of defence. 

3.14 The second line of defence comprises the Better Delivery Department, which provides rules, guidance 
and support to the first line across the whole of FCDO, and Control and Assurance, which provides 
support and guidance in negotiating agreements with multilaterals, and engagement on counter-fraud. 
Unique to multilateral organisations, FCDO also has a separate Multilateral Effectiveness Team to support 
the second line of defence, responsible for overarching coordination, policy, data and guidance on 
multilateral ODA. The Multilateral Effectiveness Team provides programme and policy support across all 
Multilateral Teams but does not have any sign-off or quality assurance role nor does it cover fraud risk or 
governance issues. Figure 2 shows its role.43

3.15 The third line of defence is FCDO’s Internal Audit and Investigations Directorate including its Fraud 
Investigation Team, which conducts investigations of suspected fraud. Fraud detected or suspected 
by the first or second line of defence should be reported to the counter-fraud section to investigate. 
The cross-government Counter Fraud Function in the Cabinet Office provides additional second- and 
third-line support. It provides support and guidance to build counter fraud capacity in government 
departments. It also sets standards for all government departments to follow and assesses their 
compliance with these standards annually.44

38 Gross National Income: Current price: Seasonally adjusted £m, ONS, 31 March 2021, link.
39 Management of the 0.7% ODA spending target in 2020, ICAI, May 2021, p. 15, link.
40 Statistics on international development: Provisional UK aid spend 2020, FCDO, April 2021, p. 3, link.
41 Reducing the UK's aid spend in 2021, House of Commons, July 2021, p. 4, link.
42 Tackling fraud in UK aid, ICAI, April 2021, p. 9, link.
43 The Multilateral effectiveness team, FDCO, November 2021, unpublished.
44 Counter-fraud standards and profession, Cabinet Office, accessed 25 January 2022, link.

https://www.ons.gov.uk/economy/grossdomesticproductgdp/timeseries/abmz/ukea
https://icai.independent.gov.uk/wp-content/uploads/ICAI-spending-targets-2020-rapid-review.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1021405/Statistics-on-International-Development-Final-UK-Aid-Spend_2020.pdf
https://researchbriefings.files.parliament.uk/documents/CBP-9224/CBP-9224.pdf
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://www.gov.uk/government/groups/counter-fraud-standards-and-profession
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Figure 2: The three lines of fraud defence in multilateral fundingFigure 2: The three lines of fraud defence in multilateral funding
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Programme management rules and guidance 

3.16 Prior to June 2021, the key documents setting out FCDO's fraud risk management (which also applies to 
Multilateral Teams) were the Smart Rules for legacy DFID programmes, focused on ODA, and the Policy 
Portfolio Framework, for legacy FCO. The Smart Rules set out key risk management responsibilities and 
designated Senior Responsible Officers (SROs) as having responsibility for the design, delivery, closure 
and archiving of programmes, including the first line of defence against fraud. In June 2021, FCDO’s 
Programme Operating Framework (PrOF) replaced the Smart Rules and the Policy Portfolio Framework. 
PrOF follows the same three lines of defence approach but designates Programme Responsible Officers 
(PROs) as the first line of defence, since they handle the day-to-day delivery of programmes including the 
effective management of risks.45

3.17 As in the Smart Rules, PrOF advises that “the management of fraud and fiduciary risk is a collective 
responsibility of all FCDO officials and partners. Everyone is responsible for the sound management of 
public resources, whether working on policy, programme delivery or other resources”.46 The SRO role, 
meanwhile, is accountable for a programme or project meeting its strategic objectives. The SRO and 
PRO are roles which can be attributed to the same person. In the application of both the Smart Rules 
and PrOF within Multilateral Teams, Institutional Leads have overall risk management responsibility for 
their multilateral organisations. Due to the timing of this review, most documentation we reviewed was 
prepared before PrOF was introduced. 

45 FCDO Programme Operating Framework, FCDO, 30 June 2021, p. 21, link.
46 FCDO Programme Operating Framework, FCDO, 30 June 2021, p. 50, link.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/997874/Programme-Operating-Framework-June21.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/997874/Programme-Operating-Framework-June21.pdf
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4. Findings

Relevance: To what extent does the UK identify, assess and monitor multilateral 
organisations’ fraud risk management frameworks to ensure they have systems, including 
processes, governance structures, resources and incentives in place to manage fraud risks 
in the UK’s ODA expenditure?

FCDO has appropriate processes in place to identify, assess and monitor multilateral organisations’ fraud 
risk management frameworks

4.1 Rather than prescriptive standards, the Foreign, Commonwealth and Development Office (FCDO) 
bases its approach to official development assistance (ODA) risk management, including fraud risk 
management, on principles and a small set of mandatory rules supported by non-mandatory guidance. 
FCDO has adopted the principles-based approach in the former Department for International 
Development’s (DFID) Smart Rules47 in its Programme Operating Framework (PrOF) and accompanying 
guidance, originally developed by DFID’s Better Delivery Department to support first line roles.48 This 
approach, used across all FCDO ODA programming, is appropriate for multilateral organisations that 
vary significantly in terms of their mandates, level of transparency, scale, risk profiles, complexity and 
governance structures, and where FCDO’s contribution to, influence on and role in the governance of 
multilateral organisations also vary significantly. A principles-based approach enables staff in the first line 
of defence to tailor their approaches to the multilateral organisation and FCDO’s relationship with it. 

4.2 Institutional Leads identify, assess and manage risks for each multilateral organisation (see Figure 2 
above).49 FCDO’s guidance on due diligence – which is of particular importance for identifying, assessing 
and planning how to manage and monitor fraud risks with partner organisations – outlines five pillars to 
be considered when assessing risk in delivery partners: 

• governance and internal controls – including culture, whistleblowing and counter-fraud and aid 
diversion 

• ability to deliver – including staff competencies and programme risk management 

• financial stability – including procurement, financial risk management and segregation of duties 

• downstream delivery – including downstream due diligence and counter-aid diversion

• safeguarding – including policies, grievance procedures and governance.50

4.3 FCDO due diligence guidance includes an additional annex with brief guidance and a list of indicative 
questions to be considered by Institutional Leads when conducting due diligence on multilateral 
organisations.51 The multilateral annex questions, like all FCDO guidance, are not mandatory; it is up to 
Institutional Leads to determine the scope and methodology of due diligence on a case-by-case basis. 
Similarly, there are no specified red flags in the guidance where FCDO does not proceed with funding; this 
decision belongs to the Institutional Lead. 

4.4 Where FCDO provides core funding to multilateral organisations, it undertakes a type of due diligence called 
a Central Assurance Assessment (CAA), as explained in the guidance annex (see Box 4). The guidance annex 
notes that “[c]ore contributions are made directly to multilaterals to deliver objectives in line with their core 
mandate”. It is unearmarked and “FCDO does not have direct control over how and where funds are spent”. 
FCDO can, however, use its “influence in multilateral boards where donors collectively agreed the main 
objectives on which core funding will be spent” to help to ensure that funds are “implemented in accordance 
with the governance, operational and oversight arrangements of the multilaterals”.52

4.5 The annex states that “CAAs are repeated every three years” and that they “require significant staff 
resources both in terms of time and appropriate skill set”. It also states that CAAs should be conducted “in 
close cooperation with the multilateral partner”.53

47 The Smart Rules are no longer published by FCDO. For more on the principles-based approach see Rapid Review of DFID’s Smart Rules, ICAI, December 2014, link.
48 FCDO Programme Operating Framework, FCDO, 30 June 2021, link.
49 Where there is bilateral through multilateral funding, other FCDO teams, such as country offices, may manage specific risks in a relation to that programme.
50 Due diligence Programme Guide, FCDO, April 2021, p. 19, unpublished.
51 Annex F FCDO Due Diligence Guide – Multilateral Due Diligence, FCDO, unpublished.
52 Annex F FCDO Due Diligence Guide – Multilateral Due Diligence, FCDO, p. 1, unpublished.
53 Annex F FCDO Due Diligence Guide – Multilateral Due Diligence, FCDO, p. 1, unpublished.

https://icai.independent.gov.uk/wp-content/uploads/ICAI-Smart-Rules-Report-FINAL.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/997874/Programme-Operating-Framework-June21.pdf
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There is no Central Assurance Assessment for the European Commission

4.6 The European Commission is the executive branch of the EU and includes the EU’s humanitarian and 
development aid bodies through which most UK ODA managed by the EU is channelled. FCDO’s EU 
development team informed us that the UK’s core ODA contributions to the EU were exempt from ODA 
due diligence processes, including CAAs, because the UK was a member state and therefore legally part 
of the oversight and governance of the EU’s budget. This included a UK governance and oversight role 
in programme committees and the European Court of Audits, the EU Anti-Fraud Office (OLAF), the 
EU Council and the EU Parliament. The European Commission was, however, included in DFID’s 2016 
Multilateral development review, which assessed the fraud risk management of both the Commission’s 
humanitarian and development aid bodies as ‘weak’.54 This high-level summary of the EU in the Multilateral 
development review does not identify the reasons for this score or measures to address weaknesses.55 
FCDO’s EU Institutional Lead considers the Multilateral development review is still a fair reflection of the 
Commission’s monitoring, evaluations, audit, fraud and anti-corruption structures and processes. 

4.7 Following the UK’s exit from the EU in January 2020, the UK-EU Withdrawal Agreement governs the 
UK’s programme relationship with the Commission. The UK no longer has its former oversight and 
governance roles, although it remains an observer of the European Development Fund – with access to 
the same financial and operational reporting as EU member states – and as a full member of the EU Trust 
Fund for Africa and the Facility for Refugees in Turkey. The UK previously regularly seconded staff to the 
Commission, providing further insight and understanding of systems; access it no longer has. For most UK 
ODA channelled through the Commission, therefore, the UK now relies on publicly available documents 
produced by the EU, such as annual reports from the Court of Auditors and OLAF. These are managed by 
a designated UK Desk within the Commission, responsible for bilateral relationships on development aid, 
in the same way as the Commission engages with other non-EU members such as the US and Canada.

4.8 Treasury provides annual reports on the UK’s contribution to the EU budget. This includes references to 
financial management and fraud, including reviews of: 

• The European Court of Auditors’ annual report, that holds the Commission and member states to 
account for their management of the EU budget.

• The Commission’s annual ‘Fight Against Fraud’ report, which details the actions taken by the 
Commission and member states to counter fraud affecting EU funds.

• The European Anti-Fraud Office (OLAF) annual report, which summaries the activities of the Office 
during the preceding year. 

Treasury’s reporting includes the UK’s ODA contribution to the EU in its scope but at a much higher level 
than other Multilateral Teams which assess fraud risk based on their team’s budget.

54 FCDO scored the European Commission’s fraud risk management 2.5 on a scale of 1-4, where 1 = unsatisfactory, 2 = weak, 3 = satisfactory and 4 = strong. A half 
point is denoted by a '+', so 2.5 equates to 'weak+'; see European Commission Development Cooperation Instrument and European Development Fund, DFID, 1 
December 2016, p. 1, link.

55 European Commission Development Cooperation Instrument and European Development Fund, DFID, 1 December 2016, p. 3, link.

Box 4: Excerpt from FCDO’s guidance on Central Assurance Assessments

“Core funding is managed by an Institutional Lead who is responsible for the FCDO’s overarching 
relationship with that multilateral and manages the programme in accordance with FCDO’s programme 
framework and rules. When FCDO provides core funding to a multilateral organisation, due diligence of that 
organisation is undertaken by the Institutional Lead through a Central Assurance Assessment (CAA). Broadly 
speaking, a CAA is a periodic assessment of the capabilities and risks of working through a multilateral 
partner, to ensure they are fit and proper to work with HMG [Her Majesty's Government].

“The aim of a CAA is to provide an overall judgement of the risks related to working with that organisation, 
underpinned by assurances that it has an appropriate governance structure, that central policies, controls 
and processes of sufficient quality are in place, that these are well communicated across the organisation 
and its delivery partners and are operating effectively in practice, that it can effectively monitor, evaluate 
and improve its processes and delivery, and that suspicions or allegations of fraud, bribery, corruption or 
SEAH [sexual exploitation and harassment] are identified, communicated and dealt with appropriately.”54 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573401/European-Com-Dev-Coop-Inst-Euro-Dev-Fund-Review.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/573401/European-Com-Dev-Coop-Inst-Euro-Dev-Fund-Review.pdf
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4.9 FCDO informed us that, through the EU development team and the UK mission in Brussels, it monitors 
ODA-related information published by the Commission about changes in both policy and programme 
delivery, including reports on counter-fraud and governance. The EU development team stated it has 
not identified any significant changes since the UK’s exit from the EU. FCDO currently has no plans to put 
in place a CAA for the Commission, despite it expected to be among the largest multilateral recipients 
of UK aid until at least 2027, as the UK-EU Withdrawal Agreement governs existing funding.56 The EU 
development team noted that, should new ODA funding be made to the Commission, the usual FCDO 
due diligence and fiduciary risk management procedures would apply. Similarly, FCDO informed us that if 
it becomes aware of major changes in the EU’s fraud management structures and processes, this would be 
assessed from a due diligence and fiduciary risk perspective, and its risk register updated accordingly.

Central Assurance Assessments are generally completed to a good standard but there is no systematic 
quality assurance process

4.10 Regarding fraud and governance, CAAs for our case study organisations were completed to a good 
standard in line with the former DFID due diligence guidance at the time, although there was some 
variation in quality. For example, some assessments were more strategic, focusing on the most important 
issues including a prioritised list of areas for follow up. Others provided comprehensive coverage of 
the issues but did not prioritise them or provide clear follow-up actions. Table 3 shows an overview of 
the CAAs for the five case study multilateral organisations where they had been undertaken. In the five 
CAAs for our case study organisations, ratings were given against the pillars set out in the due diligence 
guidance. All these CAAs considered fraud risk and other relevant risk management and governance 
issues related to fraud risk management. In line with the guidance, CAAs included input from staff in the 
relevant multilateral organisation. 

4.11 Although the reports were documented as being written by FCDO staff, CAAs are fact checked by, and 
final versions shared with, multilateral organisations. This means they are written knowing that they will 
be shared with the organisation. This enables Institutional Leads to use the CAAs as a tool to work towards 
change that can be tailored to each multilateral, but makes them less comparable with each other and 
more difficult to aggregate to gain a view across the whole multilateral portfolio. 

4.12 Our lighter review of CAAs for a wider range of multilateral organisations showed that fraud and broader 
governance were always considered, although in varying depth. The names or roles of those completing 
the CAA are not always provided but, where given, there is wide variation in the seniority of staff, ranging 
from junior staff to the head of Internal Audit. More senior staff approved those CAAs completed by 
junior staff. 

4.13 For the case study organisations, the composition of CAA teams also varied. Some were documented as 
being conducted by staff within the Multilateral Team and others drew on expertise from elsewhere in 
the department. FCDO informed us it expects all CAAs to include input from expertise from outside the 
Multilateral Team, such as from commercial or finance teams, even if this is not documented, albeit to 
varying degrees. From the documentation reviewed, the level of governance or counter-fraud expertise 
involved in the CAAs is unclear, although some teams included financial expertise such as from DFID’s 
Internal Audit Department. One of the CAAs had been quality assured by another Institutional Lead. We 
consider this to be good practice, but it is not a stated FCDO requirement and there is no standard quality 
assurance or process for peer review by another Institutional Lead in place for CAAs, or other aspects of 
multilateral risk management, such as monitoring plans.

4.14 The due diligence guidance provides some explanation of what sort of evidence is expected or considered 
good practice, albeit there are no set rules. There is an appreciation of different levels of assurance that 
can be obtained, ranging from confirming the existence of policies to testing their embeddedness, but 
the five CAAs that we reviewed focused more on system design than effectiveness. While FCDO does not 
have a right to assess the effectiveness of fraud systems, it could seek evidence of how the multilateral 
organisation determines this. We did not see any good examples of this in our sample. 

56 A review of provisions in the withdrawal agreement in relation to UK aid was not included in the scope of this review. For the agreement, see Agreement on the 
Withdrawal of the United Kingdom of Great Britain and Northern Ireland from the European Union and the European Atomic Energy Community, FCDO, 30 
January 2020, link.

https://www.gov.uk/government/publications/agreement-on-the-withdrawal-of-the-united-kingdom-of-great-britain-and-northern-ireland-from-the-european-union-and-the-european-atomic-energy-communi
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Table 3: Overview of Central Assurance Assessments for five case study multilateral 
organisationsTable 3: Overview of Central Assurance Assessments for five case study multilateral organisations

Organisation
Case Study 1

FCDO definition for due diligence of partner, including multilateral organisations

Organisation
Case Study 2

Organisation
Case Study 3

Organisation
Case Study 4

Organisation
Case Study 5

Review date

Severe

September 2020 January 2020 November 2017 May 2020 November 2018

Minor: Findings that do not pose unacceptable negative fiduciary and/or reputational risk to DFID/FCDO but which the 
Partner may wish to consider.

Moderate: Findings that do not pose unacceptable negative fiduciary and/or reputational risk to DFID/FCDO but which 
would be advisable for the Partner to address to improve their systems, processes or procedures.

Major: Weaknesses that pose unacceptable negative fiduciary and/or reputational risk to DFID/FCDO but where 
mitigating actions could be put in place to suitably reduce the risk to acceptable levels.

Severe: Weaknesses that pose unacceptable negative fiduciary and/or reputational risk to DFID/FCDO and where 
necessary mitigating actions are either not possible or highly challenging for the Partner to implement.

Moderate

Moderate

Moderate

Moderate

Moderate Moderate Moderate

Moderate Moderate

Moderate

Severe
(average)*

Major
(average)*

Minor
(average)*

Moderate
(average)*

Moderate
(average)*

Minor
(average)*

Major
(average)* Major

Major

Major Major

Major

Major

Two programme 
managers and 
deputy head
internal audit

Internal Audit 
Department;

quality assured by
the Institutional
Lead for another 

multilateral 

Head of corporate 
assurance

Head of strategic
and thematic 
assurance and

an internal auditor  

Adviser in the 
Multilateral Team

Overall rating

Governance and
internal control

Ability to deliver

Financial 
stability

Downstream
partners

Completed by

Minor

*Where CAA authors chose to rate individual findings under each pillar, therefore producing multiple ratings, we have calculated the average rating overall.

4.15 Two out of five of the CAAs were older than three years. Work to update these two CAAs was ongoing 
but, although the three-year period is guidance and not a rule, we would expect to see more timely 
updated assessments, especially where major concerns have been previously identified and given the 
significant changes in risks and risk management capability due to COVID-19. With responsibility devolved 
to Institutional Teams, it is up to them to decide when to update CAAs.

4.16 Our review of CAAs found it is not uncommon for multilateral organisations to receive a ‘major’ or 
higher rating under one or more of the pillars, or to receive this as an overall rating. This is the second 
highest risk level in the due diligence guidance and signifies that FCDO has identified weaknesses that 
pose an unacceptable negative fiduciary or reputational risk to them. However, it is not clear from 
the documentation what action it took to address concerns. Institutional Leads told us that funding is 
not conditional on these ratings. Instead, they appear to be used to communicate FCDO’s concerns 
with the multilateral organisation and as a leverage for action. We noted that FCDO made stronger 
recommendations where the UK had confidence that changes could be achieved, and made lighter 
recommendations where this was considered more challenging, although, as our sample was small, 
this may not always be the case. Combined with the lack of peer review and fact checking of CAAs by 
multilateral organisations, there is a potential risk that findings and recommendations could be too 
heavily influenced by the relationship with the multilateral organisation rather than based purely on the 
risk posed to UK aid. 
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Monitoring of fraud risks is matched to risks identified in CAAs but relies on reporting by multilaterals

4.17 We found CAAs provide a useful basis for subsequent monitoring, which is also the responsibility of 
Institutional Teams. FCDO’s monitoring of fraud risks, however, is heavily reliant on self-reporting by the 
multilateral organisation. This includes public reports, internal reports available to FCDO as a donor or 
where it has a governance role, and sometimes bespoke reporting negotiated by FCDO. In most cases, this 
approach is appropriate and related to risks. In one case study, however, FCDO had previously set targets 
for the Multilateral Team to report decreasing levels of fraud. This is problematic as fraud is a hidden crime 
and finding and reporting it are key to addressing it.57 The Multilateral Team subsequently realised that 
such an approach was inappropriate and no longer have this target, but it was in place for three years. Had 
a counter-fraud specialist reviewed the monitoring plan, it is likely this issue would have been avoided.

The Multilateral Effectiveness Team does not have an oversight role and there is no overarching view of 
fraud risks across all multilateral organisations

4.18 The Multilateral Effectiveness Team provides input into FCDO due diligence guidance managed by 
the Better Delivery Department as it relates to multilateral organisations. The team does not have any 
oversight, quality assurance or coordination role in relation to individual due diligence assessments or risk 
management plans (managed by Institutional Leads) or of fraud cases (managed by Internal Audit).

4.19 The Multilateral Effectiveness Team is part of FCDO’s Delivery Directorate and comprises five full-time 
equivalent (FTE) staff: a team leader, three FTE policy advisors and a policy officer. During our review, the 
team was reduced from 5.6 to 5 FTE and only two FTE policy advisors were in post. Of the five FTE roles 
in the Multilateral Effectiveness Team, none have fraud or governance expertise, and none are members 
of the Cabinet Office-led cross-government Counter Fraud Function, discussed in ICAI’s 2021 review.58 
As it stands, the team’s role does not include responsibility for fraud risk management. Instead, in the 
examples we saw where Multilateral Teams required counter-fraud or governance expertise, they relied 
on experience within their own teams or drew on expertise from Internal Audit. 

4.20 We saw evidence that Multilateral Teams review relevant reports from external sources as part of their 
due diligence and risk monitoring, in particular the Multilateral Organisation Performance Assessment 
Network (MOPAN) – a group of 19 national donors including the UK that conducts joint assessments of 
multilateral organisations on behalf of its members. 

FCDO’s Fraud Investigation Team had managed suspected fraud cases 

4.21 FCDO’s Fraud Investigation Team deals with all reported suspected fraud cases including those relating 
to multilateral organisations.59 Since 2016, 23 suspected fraud cases related to our case studies were 
reported to FCDO’s Fraud Investigation Team. The team had tracked and closed each case according to 
their processes. In 22 cases, FCDO/DFID relied primarily on the multilateral organisation’s investigation 
and noted that measures had been put in place for identified weaknesses. In the remaining case, FCDO 
could confirm that it had lost no UK funds using its own records and closed the case. In seven cases, 
FCDO identified a total of £532,230 worth of losses relating to UK aid funding. FCDO recovered the losses, 
but in common with the findings in ICAI’s 2021 review, they were typically reimbursed by the multilateral 
organisation and not always recovered from the fraudster, meaning there is still a loss in the aid system 
overall. 

4.22 As noted in ICAI’s 2021 review, the Fraud Investigation Team is primarily reactive. While the Fraud 
Investigation Team will respond to requests for specific help, it gives priority to its core reactive mandate 
of case management and investigations. The team informed us that, at present, it has insufficient capacity 
to support proactive counter-fraud work across multilateral organisations but that it would consider 
future requests.

Conclusion on relevance

4.23 FCDO has appropriate processes in place to identify, assess and monitor multilateral organisation’s fraud 
risk management frameworks. These are good quality and are coherent but lack mechanisms to ensure 
their consistent application. As with FCDO’s wider risk management processes, processes are based on 
guidance and principles that can be tailored to each multilateral organisation, rather than prescriptive 

57 Cross government fraud landscape annual report 2019, Cabinet Office, 2020, p. 10, link.
58 Tackling fraud in UK aid, ICAI, April 2021, p. 9, link.
59 This process was reviewed as part of ICAI’s 2021 review of Tackling fraud in UK aid, ICAI, April 2021, p. 9, link.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/864268/Cross-Government_Fraud_Landscape_Annual_Report_2019_WA__1_.pdf
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
https://icai.independent.gov.uk/wp-content/uploads/Tackling-fraud-in-UK-aid_ICAI-rapid-review.pdf
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standards. CAAs are a key tool in identifying and assessing fraud and wider governance risks and 
informing monitoring of risks. Fraud and governance aspects of CAAs are generally completed to a high 
standard but are reliant on multilateral input and written knowing they will be shared with the multilateral 
organisations as a formal record of FCDO’s assessment. 

4.24 The main weakness we identified is that there is no portfolio oversight across multilateral organisations, 
quality assurance or peer review of CAAs, negotiation of access to data or monitoring plans. As such, 
there is a fragmented, organisation-by-organisation approach to identifying and managing key fraud risks 
rather than a portfolio approach which could better focus resources and effort on managing overall risk 
to FCDO and maximising the positive impact on multilateral governance. 

4.25 No CAA was ever undertaken for the European Commission. FCDO informed us that the UK’s 
contributions to EU development programming were exempt from the usual FCDO due diligence 
processes, with the UK relying instead on its role as an EU member in both the governance of aid and 
its delivery through secondments. Information provided publicly by the Commission is sufficient to 
track expenditure and for basic oversight of fraud risks. Combined with the UK’s prior knowledge of 
Commission systems, this could provide some confidence that fraud risks are appropriately controlled at 
present. However, funding to the Commission is expected to continue until 2029 and as time increases 
from when the UK was a member, there is the potential for the risk profile to change over this time period. 
We examine this in the following section.

Effectiveness: How effective is the UK at working with multilateral organisations and other 
donors to strengthen fraud risk management in multilateral organisations?

Multilateral organisations see the UK as being among the leading donors pushing for strong counter-fraud 
measures

4.26 FCDO officials and their counterparts at multilateral organisations agreed the UK has been one of the 
leading donors pushing multilateral organisations to do more to reduce fraud risks. It is also seen to have 
strong expertise. We saw examples of where FCDO/DFID had drawn on counter-fraud and governance 
expertise from across the department including Internal Audit Department, Better Delivery Department, 
Multilateral Effectiveness Team and overseas missions, as well as its wider networks to help manage FCDO 
fraud risks and to support improvements of multilateral fraud risk management in their delivery chains.

4.27 FCDO has also consistently pushed for greater access to information than is strictly permitted under 
its core funding agreements with multilateral organisations, and has sought to influence systems and 
reporting of information relating to fraud risk to increase transparency in general and to assist the UK 
in managing risks in UK aid. Multilateral organisations noted some mixed messages about FCDO’s risk 
appetite and what it means by ‘zero tolerance to fraud risk’, consistent with findings in our previous 
report, and the examples we saw of some targets that risk disincentivising finding fraud, discussed in 
paragraph 4.17. Overall, however, multilateral organisations and other donors saw FCDO as having a 
strong and consistent focus on this area.

4.28 FCDO’s demands were welcomed by some multilateral organisations and seen as a burden by others. Two 
of the case study organisations credited the UK’s efforts with playing an instrumental role in leading to 
meaningful improvements in counter-fraud measures and wider improvements in governance within the 
organisations. These areas of improvement related to issues identified in CAAs which, in these cases, were 
among the tools used to help push for improvements. A third multilateral noted that, while burdensome, 
FCDO had helped it to manage risk better but that “the UK is very hands-on compared to other donors”.

4.29 Two of the multilateral organisations, however, felt that while FCDO demands had merit, they were 
ultimately more of a burden or distraction. One stated that “the UK is the most risk averse donor, bar 

DFID had done a lot of work on fiduciary risk in country that we were able to piggy-back on. 
They had their own intelligence but were also able to get partners to share information with us 
that they wouldn’t normally share.

Multilateral stakeholder
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none, especially fiduciary and reputational risk.” The other commented that the “amount of oversight 
requested by the UK is far in excess of that requested from other donors”. 

4.30 The best results for both FCDO and the multilateral organisation occurred where the multilateral 
was open to support from FCDO to help address weaknesses identified through the CAA process. 
This requires FCDO to allocate resource, particularly expertise, which provides a significant learning 
opportunity for both FCDO and the multilateral as discussed in paragraphs 4.45 to 4.47. For example, 
FCDO was preparing risk registers collaboratively with one partner, and supported another to make 
improvements to its fraud risk management system.

4.31 One of the multilateral stakeholders, referring to the related issues of financial and safeguarding integrity, 
noted that “donors seem to be taking integrity off the top of [their] priority lists” and that FCDO, too, 
“is not seen as being as focused on integrity as DFID was before”. Despite being critical of the demands 
made by FCDO, the stakeholder requested that the UK continue to push issues of integrity and counter-
fraud as a key priority at the international level, as this would provide support to those within multilateral 
organisations pushing for improvements.

Budget reductions may have affected FCDO’s leverage to influence multilateral organisations’ risk 
management systems

4.32 While some multilateral organisations are culturally more open to FCDO’s support in strengthening 
systems, FCDO’s leverage relates strongly to the level of funding it provides to that multilateral compared 
to others. Reductions in UK ODA spending targets from 0.7% to 0.5% of GNI in 2021 are expected to 
impact allocations to at least some multilateral organisations, although FCDO has still not finalised its 
spending decisions because of the reductions. Although FCDO has not yet finalised its new funding levels, 
FCDO and multilateral staff told us they expect initial reductions to be mainly in committed “bilateral 
through multilateral” funding rather than core funding. Two of our case study multilateral organisations 
already had significantly reduced funding.

4.33 Organisations with unexpected reductions in funding are likely to wish to highlight the potential 
disadvantages to the UK and it remains to be seen what the impact of this is on the UK’s leverage in 
practice. FCDO’s Fraud Investigation Team noted, however, that they were seeing greater resistance 
from multilateral organisations in providing information and assurances in relation to fraud risks since 
the budget was reduced. As a result, FCDO showed us evidence it has had to reduce the amount of 
information requested, especially for country-level information, and use less demanding wording in its 
requests due to complaints by multilateral organisations. 

Reductions in funding may increase fraud risk in some areas 

4.34 Significant or unexpected changes in circumstances can affect the likelihood of fraud being committed 
(see paragraph 3.1). One of our case study organisations described substantial reductions to previously 
committed funding as “the most catastrophic donor event in [its] history” which had caused a lot of 
tension internally. While its organisational counter-fraud personnel and systems are not expected to be 
affected, it explained that “there is an increased fraud risk at the country level” within its aid delivery chain 
due to failing to meet local government expectations and creating gaps in local mechanisms that will no 
longer be overseen by the multilateral organisation. While this does not pose a direct fraud risk to UK aid, 
it increases fraud risk in these countries. 

The UK remains a valued partner in terms of thinking and principles, but after funding cuts it will 
be harder to push for things [… just] because FCDO have said they want it. It will be more of a 
negotiation going forward […]

Multilateral stakeholder

People underestimate the significance of the drop from a top three donor to the next tier in 
terms of influence.

Multilateral stakeholder
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4.35 Deciding how to implement budget reductions is difficult and involves many considerations, of which 
fraud risk is only one. FCDO’s Fraud Investigation Team is aware of the heightened fraud risk due to 
reductions across the ODA budget and informed us it was working on how to manage it, although not 
directly with the Institutional Teams. 

Despite being the UK’s biggest multilateral ODA recipient, FCDO is not actively engaging with the 
European Commission on fraud risk management

4.36 FCDO’s EU development team has not actively engaged with the Commission on fraud risk management 
since late 2018 due to the UK-EU exit negotiations. As noted above, the UK’s withdrawal from the EU 
means it no longer has a governance role in how EU funds are spent. In addition, the UK no longer has 
secondees in EU institutions, and the EU development team itself has been reduced from 20 FTE staff to 7. 
Substantial legacy commitments remain, however. In each of 2020 and 2021, approximately £1.5 billion of 
UK aid was spent through the EU, the largest UK aid allocation to any multilateral by far, and a further £3 
billion of ODA is expected to be spent through the Commission between 2022 and 2029. Based on current 
FCDO estimates, the Commission will remain in the top 10 core multilateral recipients of UK ODA until at 
least 2027. 

4.37 Previously, DFID’s EU development team engaged regularly with the European Commission on 
programme issues such as fraud and corruption, using the recommendations from the 2016 Multilateral 
development review and earlier assessments. During the UK-EU exit negotiations, there was a reduction 
in formal and informal bilateral meetings on operational issues, including audits, fraud and evaluations, 
as of late 2018. As a major member state and leading development actor, the UK had significant leverage 
to influence approaches to fraud risk management, which it no longer has. From mid-2019 to the UK’s 
withdrawal from the EU on 31 January 2020, FCDO needed formal approval from the former Department 
for Exiting the European Union to participate in formal EU committee meetings such as the European 
Development Fund and trust funds. 

FCDO collaborates effectively with like-minded donors, but not with the European Commission

4.38 FCDO collaborates with other donors to help work towards positive change in fraud risk management 
and wider governance through formal and informal channels on a range of topics, including fraud. We saw 
examples of FCDO and other donors sharing information when they found out about suspected fraud from 
multilateral organisations and working together to lobby for change through donor groups, such as the G12+ 
Group of the 16 top humanitarian donors. Outside of our sample case studies, we noted FCDO working with 
other donors to address concerns about a multilateral organisation whose audit function had not grown with 
the organisation, and another organisation with weak systems and capacity that has made improvements as 
a result. Other major donors also told us that FCDO is respected and listened to in this field.

4.39 A further example of effective collaboration is the UK working with Australia to undertake joint CAAs of 
four multilateral organisations. As ICAI has previously noted, donors find it difficult to share due diligence 
information resulting in duplication of effort.60 This is an important step towards reducing the audit 
burden in a way that meets all donors’ requirements, and better sharing of due diligence between donors.

4.40 As well as spending substantial amounts of UK ODA, the European Commission is also a large and 
influential development actor and among the most aligned with the UK on issues of fiduciary risk 
management. It is therefore an important partner in pushing for strengthening multilateral fraud 
risk management, transparency and broader governance. Although FCDO’s EU development team is 
no longer having bilateral meetings on audits, evaluations, fraud and anti-corruption issues with its 
counterparts, there are some examples of collaboration between the UK and the Commission as donors 
that could be built upon. For example, the UK Mission in Geneva’s Humanitarian Counsellor and the 
Commission’s Directorate-General for European Civil Protection and Humanitarian Aid Operations 
(ECHO) collaborate with other like-minded donors, such as the US, to push for common objectives, 
including around governance and risk management, with humanitarian multilateral organisations. FCDO’s 
EU development team noted that it will need to build a new relationship with the Commission which 
is likely to involve engaging with other non-member donors such as the US and Canada on common 
objectives. The EU Institutional Lead asserted that any future bilateral collaboration on fraud and fiduciary 
risks would need to be led by FCDO policy lead on those issues and the Commission counterpart (such 
as OLAF and the Court of Auditors), rather than be the responsibility of the EU development team which 
would provide support and lesson learning.

60 DFID’s approach to managing fiduciary risk in conflict-affected environments, ICAI, 2016, p. 26, link.

https://icai.independent.gov.uk/html-version/dfids-approach-to-managing-fiduciary-risk-in-conflict-affected-environments/
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FCDO is changing its main ODA record management system

4.41 During our review, FCDO’s ODA record management system, Vault, was locked down due to system 
security concerns, making key documents inaccessible. FCDO manages fraud cases on a separate system 
so these were not directly affected. However, FCDO staff could not access key documents needed to 
manage risks with partners, such as agreements with multilateral organisations, and struggled to provide 
all the information we requested. FCDO partially resolved this during our review, enabling access to some 
read-only documents which FCDO could then share with us.

4.42 Vault enabled easy access to most files across the whole of the former DFID, including to some 
contractors. Following the merger, FCDO has transitioned to Microsoft Teams, which restricts access 
to anyone outside a specified team from accessing records unless actively permitted by an authorised 
individual. This reduces the risk of misuse of data but also has potentially negative implications for 
knowledge sharing, investigations and transparency, which will need to be managed.

Conclusion on effectiveness

4.43 Multilateral organisations see the UK as a leading voice in promoting good counter-fraud practices. The 
UK has worked collaboratively with multilateral organisations to help them meaningfully improve their 
systems, but they also see the UK as administratively burdensome. Since reducing its aid budget, the UK 
has seen some pushback on its demands for access and information beyond formal agreements. The 
devolved approach to fraud risk management means multilateral organisations are treated differently 
depending on the UK’s leverage and the multilateral’s openness to UK influence, rather than relative to 
their risks. 

4.44 There are good examples of where the UK has successfully collaborated with like-minded donors to 
improve counter-fraud practices in multilateral organisations and, in the case of joint CAAs with Australia, 
to reduce the burden of multiple assessments and increase sharing of due diligence information between 
donors. However, from the point of view of managing fraud risks in global aid, its lack of engagement with 
the European Commission is concerning because it is one of the largest and most influential aid agencies 
and is also closely aligned with the UK on the importance of counter-fraud issues.

Learning: How does the UK capture, apply and share its learning on fraud risk management 
internally and externally?

Secondments of FCDO staff have delivered significant value to multilateral organisations but FCDO has not 
effectively captured and used learning

4.45 FCDO has provided expertise to multilateral organisations through secondments (and other 
appointments such as to a multilateral organisation’s finance and audit committee), to help them address 
counter-fraud and wider governance issues (see Box 5 and Box 6 for examples). As explained below, 
these have proven to be excellent value for money, both in learning for the secondee and benefit to the 
multilateral. They have led to some important improvements within multilateral organisations and helped 
to address more serious concerns identified in CAAs. 

4.46 The best examples of secondments being used to help strengthen multilateral organisations’ fraud 
management systems and governance that we saw were when the multilateral and FCDO team had 
previously built trust and worked together to determine who and what the support would look like. In the 
secondments relating to our case studies, the selection processes were competitive within FCDO and the 
multilateral was involved. Even with one multilateral facing what it described as “catastrophic” reductions 
in funding from FCDO, it continued to welcome and recognise the value of an FCDO secondee. This 
suggests secondments could help the UK maintain influence and contribute to strengthening systems in 
multilateral organisations, even where it may have less financial leverage.

[Secondments from FCDO have been] very helpful – the UK tries to identify colleagues with 
specific technical expertise.

Multilateral stakeholder
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4.47 There are three main ways in which FCDO can learn through secondments: sharing of lessons from 
the secondee to their own FCDO team to strengthen its broader understanding of that organisation; 
sharing of lessons among secondees working with other multilateral organisations to support their work; 
and, capturing and applying lessons to help FCDO and other government departments engage more 
effectively with multilateral organisations individually and collectively. 

4.48 There is, however, no network linking secondees or mechanism to capture and share learning beyond the 
teams and multilateral organisations involved. Beyond the technical subject, a key opportunity to learn 
more widely within FCDO about the internal politics of multilateral organisations, the perspectives and 
pressures faced by multilateral staff and how to most effectively influence them is being lost. Although 
multilateral organisations have differences, there is untapped potential for significant learning across 
FCDO rather than just within individual teams.

4.49 Where FCDO counter-fraud and governance expertise has been drawn upon to support multilateral 
organisations it has been very effective, but this is relatively rare, with most secondments focused on 

Box 5: Example of a DFID/FCDO secondee to a multilateral organisation

In its due diligence of one of the case study multilateral organisations, DFID/FCDO identified weaknesses 
in the organisation’s procurement and supply chains that exposed its funding to significant fraud risk. The 
multilateral organisation acknowledged that it needed support and expertise in this area – specifically 
assurance at the end of the aid delivery chain – and that it lacked the capability to drive the necessary 
change. 

DFID/FCDO and the multilateral organisation agreed to appoint a secondee with expertise in this area. 
The secondee told us that being embedded in the organisation and building strong relationships allowed 
them to gain deeper insights into the complexities of the supply chains, which included multiple in-country 
actors, more so than a regular due diligence assessment of the multilateral organisation would have 
afforded DFID/FCDO. 

Over time, they identified that upskilling of staff across this chain would significantly strengthen visibility 
and accountability. DFID therefore, in partnership with the organisation and other stakeholders, provided 
webinars and seminars to train in-country stakeholders on spot checks and assurance processes. The 
multilateral organisation also piloted a corporate-wide initiative on strengthening its supply chains with 
support from DFID/FCDO. This pilot, according to FCDO staff, yielded positive results and the organisation 
has now formed a department specialising in assurance at the end of the aid delivery chain.

Box 6: Example of a strategic FCDO appointment to a multilateral organisation

FCDO can sometimes appoint UK staff to the boards of the multilateral organisations it funds. FCDO 
appointed a senior member of its audit team to the finance and audit committee of one of the multilateral 
organisations selected for this review, a move which was positively reviewed by both FCDO staff and their 
counterparts within the multilateral. 

The FCDO appointee told us that this was a highly strategic way of supporting and influencing multilateral 
management of fraud risk, and that the multilateral organisation welcomed their knowledge and 
support, which the organisation confirmed. The appointee drew from their expertise to provide specific 
recommendations for how to improve internal audits and manage the complex exposure to risk the 
multilateral organisation faced. They saw significant improvements during their tenure. 

In turn, the multilateral organisation told us they welcomed FCDO’s expertise and could leverage FCDO’s 
in-country presence, benefitting from FCDO’s relationships with local partners and its ‘ears on the ground’. 
Staff noted FCDO had adapted its stance on risk during this time from one of passing risk down the supply 
chain, with a zero-tolerance approach, to a more constructive position of sharing risk as a partner and 
tackling it across the chain. 
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programmatic support. Furthermore, as these individuals are drawn from various parts of FCDO and there 
is no coordination of secondee learning, so learning is even more fragmented.

Networking and learning on fraud with the European Commission is not happening

4.50 As noted above, the Commission is both among the most influential donors and most aligned with UK 
priorities in its focus on counter-fraud issues and therefore both parties are missing out on potentially 
valuable learning opportunities. As the UK and European Commission develop a new working relationship 
following the UK’s exit from the EU, the previous high levels of engagement and learning around fraud by 
FCDO’s EU team have stopped. FCDO’s EU team has reduced from 20 to 7 and is expected to be reduced 
further as funding diminishes. The team does not have the objective to engage and share learning with 
the Commission on fraud in the way that other Multilateral Teams do. The Institutional Lead considered 
this role to be more appropriate within a central team responsible for policy engagement on fraud risk 
management with the right capacity and networks to take forward lesson learning with the Commission 
and other donors, rather than within the EU development team itself. As such, lesson learning 
engagement on fraud with the Commission is not owned by any team within FCDO. There is no objective 
to do this within the EU team, counter-fraud team or Multilateral Effectiveness Team, and there is no plan 
to develop it. 

The lack of peer review is a missed opportunity

4.51 As noted in paragraph 4.13, there is no quality assurance of CAAs or monitoring plans, and the Multilateral 
Effectiveness Team does not have counter-fraud expertise. While the Multilateral Effectiveness Team 
does not have the capacity or capability to manage a quality assurance process, peer reviews of CAAs and 
monitoring plans would help to ensure high quality, improve consistency and facilitate learning across 
Multilateral Teams. Without this, the opportunity to learn across Multilateral Teams and FCDO more 
widely is being lost.

4.52 We saw examples of where UK overseas missions had shared important information with Institutional 
Leads and multilateral organisations themselves to help flag fraud concerns and manage fraud risks. With 
one of our case study organisations, this included intelligence that has led to funding being put on hold 
while investigating issues and making changes. Two of the multilateral organisations consulted for this 
review, however, expressed frustration that UK overseas missions were not always joined up with the 
Multilateral Teams, resulting in duplicated requests or disproportionate focus on lower-risk areas. While 
this review did not look at country-level due diligence for bilateral funding to multilateral organisations, 
peer review and more centralised information requests also have the potential to reduce the risk of 
duplication or unduly onerous or disproportionate information requests.

4.53 The Cabinet Office-led Counter Fraud Function, in its oversight and support of fraud risk management 
across government departments, does not specifically look at fraud risk across FCDO’s multilateral 
portfolio, assessing compliance only at the departmental level. In our previous report, we outlined the 
lack of linkage between counter-fraud expertise in FCDO and the Counter Fraud Function. This is also the 
case with Institutional Leads, meaning learning at the multilateral level may not be captured within the 
Counter Fraud Function.

Conclusion on learning

4.54 Through managing their relationship, Multilateral Teams, and secondees in particular, are gaining 
significant insights about the multilateral organisation they are working with. Multilateral organisations, 
too, have learned from expertise and intelligence provided by FCDO, which has led to significant 
improvements in their systems and processes. However, the lack of coordination of secondee learning 
and lack of peer review of CAAs and monitoring plans means that important lessons about how to best 
help and influence multilateral organisations to improve their counter-fraud systems, processes and 
practices are being lost.

4.55 The current lack of central engagement with the European Commission on common counter-fraud 
objectives also negatively impacts on learning opportunities and there are no plans to develop this within 
FCDO’s EU team or elsewhere in FCDO.
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5. Conclusions and recommendations
5.1 We found FCDO has effective processes in place to identify, assess and monitor multilateral organisations’ 

fraud risk management frameworks that are, like all such FCDO processes, devolved to individual Senior 
Responsible Owners. Central Assurance Assessments (CAAs) are a key tool for identifying, assessing and 
planning how to manage and monitor risks, and are generally completed to a high standard in relation to 
fraud and governance. 

5.2 There is, however, no CAA in place for the European Commission, where the UK relies on prior knowledge 
of Commission systems and its publicly reported information to manage fraud risk. FCDO informed us 
that UK support through the EU has been exempt from due diligence assessments from January 2020 
when the UK left the EU. This is despite the Commission being set to remain a significant recipient of UK 
ODA until 2027. FCDO’s EU team has not meaningfully engaged with the EU since 2018 on fraud systems, 
despite it being the one of the most closely aligned with the UK on counter-fraud issues, although 
there has been some engagement at the agency level, such as between the UK Mission in Geneva 
and Directorate-General for European Civil Protection and Humanitarian Aid Operations (ECHO) on 
humanitarian multilateral issues.

5.3 The Multilateral Effectiveness Team supports Institutional Teams but is advisory only and does not have 
any counter-fraud expertise. There is no quality assurance or peer review across multilateral organisations 
which would help to ensure consistency and quality of risk management processes, and capture and apply 
learning. Similarly, there is no network linking secondees or mechanism to capture and share learning 
beyond the teams and multilateral organisations involved.

5.4 As a result, rather than a portfolio approach, there is an organisation-by-organisation approach to 
identifying and managing key fraud risks, which is less able to focus resources and effort on managing the 
most material risks to UK aid and maximising the positive impact on multilateral governance.

5.5 We saw excellent historic examples of support and pressure being used effectively to strengthen 
systems, especially the use of secondments and appointments, although some of this comes at a cost to 
multilateral organisations in terms of administrative burden and the learning from secondments is not 
being used effectively across Multilateral Teams. Multilateral organisations see the UK as a leading voice 
in promoting good counter-fraud practices but also as being especially administratively burdensome 
compared to other donors. Budget reductions may have diminished the UK’s leverage with some 
multilateral organisations and increased fraud risk in some circumstances. 

5.6 The UK collaborated with other donors to push the counter-fraud and governance agenda and is 
piloting joint CAAs with Australia. Building fraud management capacity of multilateral organisations and 
collaboration across donors are important as they can focus on strengthening fraud risk management 
to give greater confidence to all donors and has the potential to reduce the need to request additional 
information.

5.7 Counter-fraud measures cannot eliminate fraud but should reduce the risk of fraud in line with the 
department’s risk appetite and to respond robustly to suspicions or reports of fraud. In this limited 
scope review, we have seen evidence that FCDO has appropriate systems and processes in place 
to manage fraud risks and that these are being applied effectively in practice. The exception is the 
European Commission, which is governed by the UK-EU Withdrawal Agreement and where FCDO is 
relying on prior knowledge and publicly available information to monitor fraud risk. We appreciate that 
this comes in a wider context beyond the scope of this review, but it means that the £3 billion expected 
to be spent through the Commission between 2022 and 2029 is not being managed in the same way as 
other multilateral spending. Learning across multilateral organisations is not effective despite excellent 
examples of learning by individuals and within Multilateral Teams.



22

Recommendations

Recommendation 1: FCDO should establish a risk-based portfolio approach to managing governance risks 
across funding to all multilateral organisations. 

Problem statements

• Rather than a portfolio approach, there is an organisation-by-organisation approach to identifying and 
managing key fraud risks with multilateral organisations, which makes it more difficult to ensure an 
efficient and risk-based approach to managing fraud risks and achieve the UK’s objective of strengthening 
multilateral governance.

• There is a lack of peer review or other portfolio-wide quality assurance of CAAs.

• There is a lack of data consistency and integration in the collection and analysis of fraud risks and issues 
across the multilateral portfolio, including of MOPAN and other external assessments of multilateral 
organisations.

• A lack of coordination of secondee learning across multilateral organisations misses an opportunity to 
build expertise in engaging with and positively influencing multilateral organisations.

Recommendation 2: FCDO should continue to build stronger coalitions with like-minded donors to maintain 
counter-fraud and good governance as a top priority for multilateral organisations. 

Problem statements

• The UK may have diminished influence with some multilateral organisations due to its reduced 
contributions and more are beginning to push back on requests for information and access, especially at 
the country level.

• FCDO’s EU team has not been effectively engaging with the EU on shared counter-fraud objectives since 
2018, despite it remaining a significant recipient of UK ODA and being one of the most aligned donors on 
counter-fraud issues.

• Multilateral organisations see the UK as a leading donor in pushing for strong counter-fraud practices in 
multilateral organisations, but it is falling down the priority list for some other leading donors.

• FCDO has invested in multi-donor assurance processes, such as MOPAN, and is working with Australia on 
joint CAAs, but cooperation on due diligence remains rare.

Recommendation 3: FCDO should renew and document its assessment of the European Commission’s ODA 
fraud risk management, in line with its processes for all multilateral organisations it funds.

Problem statements

• UK aid spending by the Commission is expected to continue until 2029; FCDO has no plan in place 
to document and update risks in line with other multilateral organisations, as the UK-EU Withdrawal 
Agreement governs existing funding.

• There have been no bilateral discussions between FCDO and the Commission about fraud risk 
management since 2018.

• There is no documented analysis of European Commission ODA counter-fraud systems, structures and 
culture by staff with a deep knowledge of ODA spending since the 2016 Multilateral development review.
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