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UNITED STATES GOVERNMENT

Memorandum

T0 Mr. William P. Fuller DATE: October 21, 1986

Director, USAID/Indoncsia

RIG/EA-87-018
FROM : Leo L. LaMotte
RIG/A/Manila

SUBJECT: Audit of the Expanded Program in Immunization Project
(N0.497-0253)

This report presents the results of audit of the Expanded Pro-
gram in Immunization Project. This was primarily a program
results audit. Specific audit objectives were to determine
whether (1) the primary program objective of reducing the
incidence of disease and death through immunization was being
achieved, (2) AID-financed coummodities were adequately con-
trolled, (3) AID-~firanced equipmenrt was being appropriately
utilized, and (4) AID publicity requirements were met.

Audit results showed: the lack o an accurate and reliable
information systern prevented USAIL/Indonesia from adequately
assessing whether the project was dachieving its primary objec-
tive of reducing the incidence of disease and death through
immunization; records were not sufficient to trace 3,700 AID-
financed refrigerciors costing over $1.9 million to end-~users,
one piece of Alo-funded equipment costing $74,238 could not be
used in the project and has been in storage since 1982; and
Agency publicity requirements were not met for commodities
funded by ALD.

We are recommending that USAID/Indonesia: provide assistance to
ensure that the Indonesian Ministry of Health develops an accu-:
rate and reliable information system on the incidence of

disease and dezth for targeted ommuni..ble diseases; require
the Indonesian Ministry of tHeatth Lo vevise its distribution
information systom Lo ensure that o1 -iunded commodities can  be
traced to end-users; encure  Gioon the unused piece of
equipment in accourdance with ATl coviations;  and  ensure  that
the Indoncsian  Government complies  with  Agency publicity re-

quirements.

Please provide your written comments within 30 days of further
actions planned or taken Lo iepleomen! the report recommenda-
tions. Thanl you for the assistance  ond cooperation extended

to the audit stafrf on this assignment.



EXECUTIVE SUMMARY

The United States granted $3.2 million and loaned $9.5 million
to Indonesia to assist its Ministry of Health in implementing a
program to reduce the incidence of disease and death through
immunization, especially among children. The project %Hegan in
1979 and after an extension 1is scheduled to end in September
1987, Major elements of this project included (1) achieving
self-sufficient domestic production .capability for selected
vaccines, (2) building an effective national immunization
organization and infrastructure, (3) improving performance of
the vaccine distribution systems, (4) installation and use of a
health management information system, and (5) continuous pro-
gram evaluation. '

This was primarily a program results audit conducted during
March to August 1986. Specific audit objectives were to deter-
mine whether (1) the primary program objective of reducing the
incidence of disease and death thrcugh immunization was being
achieved, (2) AID-financed commodities were adequately con-
trolled, (3) AID-tvinanced equipment was being appropriately
utilized, and (4) AID publicity requirements were met.

The audit showed that while the project had g¢gotten off to a
slow start, during the last several years impressive gains in
program management and immunizations have been made. This was
confirmed by a recent program evaluation by an American consult-
ant which concluded that the Indonesian Expanded Program in Immu-
nization bhas maur exceptional progress during the last three
years and is rupidly approaching its targets for immunizations.
The consultant reported that vaccines are now available in 90
percent of the 3,579 local areas and that solutions have been
found to problems in developing the infrastructure to keep vac-
cines cool which had been inhibiting project implementation.

Audit results showed: the lack of an accurate and reliable in-
formation system prevented USAID/Indonesia from assessing
whether the project was achieving its primary objective of re-
ducing the incidence of disease and deatn through immunization;
records were not sufficient to trace 2,700 AlD-financed refrig-
erators costing over $1.9 million Lo end-users; one piece of
AID-funded equipment costing 374,738 could nott be wused 1in the
project and has been in storage since 1982; and agency public-
ity requirements were not met for commodities funded by AID.

AID regulations require management to assess project activities

on a periodic tbasis to determine whether project objectives
have been or can be achieved, However, the accomplishment of
the project's primary goal of reducing disease and death
through im .unization had not been  adequately assessed because
the 1Indonesian Ministry of  Health i formation system did not
nroduce accurate or reliable data on the incidence of disease



and death. As a result, USAID/Indonesia did not know whether
the expenditure of $12.7 million in AID funds was as effective
as it should have been in achieving a key project objective.
We recommended that USAID/Indonesia provide assistance to en-
sure that the Indonesian Ministry of Health develop an accurate
and reliable information system on the incidence of disease and
death for targeted immunizable diseases. USAID/Indonesia con-
curred with and bhas taken action to implement this recommenda-
tion.

AID regulations require that AID-financed commodities be
accounted for and used for intended project purposes. AID paid
more than $1.9 million for 3,700 refrigerators, but the Indo-
nesian Ministry of Health system for distribution did not pro-
vide enough information to identify the specific end-users.
This occurred because the Miristry did not have a system which
allows tracing the refrigerators beyond the provincial level.
As a result, USAID/Indonesia does not know whether all the
refrigerators were wused for intended project purperses. We
recommended that USAID/Indonesia require that the Indonesian
Ministry of Health revise 1its distribution information system
to ensure adequate end-use accountability  for AID-financed
commodities. USAID/Indonesia concurred with and has taken
action to implement this recommendation.

ARID regulations require that AID-financed commodities excess to
project needs either be tronsferred to other projects or be
sold and the proceeds used to further project purposes. AID
financed a vial size-gauging machine costing $74,238 for a gov-
ernment-owned pharmaceutical firm. This machine could not be
used in the project and since 1982 has been in storage because
a machine was requested to measure particles in vaccine wvials
rather than the size of the wvials. The wrong machine was
ordered and delivered because of errors on the part of the
procurement agent, USAID/Indonesia and the recipient pharma-
ceutical firm. Thus a valuable resource has provided no
utility to this project or other AID-sponsored development
activities. We recommended that USAID/Indonesia ensure dis-
posal of the excess picce of equipment in accordance with
Agency regulations. USAID/Indonesia concurred with and has
taken action to implement this recommendation,

AID regulations require that the AlD embilem be prominently dis-
played on AID-financed commodities so that the public of the
recipient country is aware that the resource was donaved by the
people of the United States. A large portien of AID-funded
equipment observed in use on this project did not display an
AID emblem. The emblems originally attached to refrigerators
were too small and not durable. This occurred because inappro-
priate emblems were affixed by the manufacturer and USAIV did
not monitor their use. Thus, the United States missed the good
public relations of being identified wilth this popular, life-
saving program. We recommended that USAID/Indonesia supply

-ifi-



larger, more permanent emblems to the Indonesian Ministry of
Health and ensure that they are attached to all AID-financed
commodities. USAID/Indonesia concurred with and h=as taken
action to implement this recommendation.
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PART I -~ INTRODUCTION

A. Background

The Expanded Program in Immunization (EPI) Project (No.
497-0253) was approved August 15, 1979 and was scheduled to end
June 30, 1984. An extension to September 30, 1987 was granted
on June l4, 1984, Project obligations, commitments and dis-
bursements as of June 30, 1986 are shown below:

EPI Obligations, Commitments ancd Disbursements
(In $ millions)

Obligated Cominitted Disbursed

Loan No. 497-U-057 $ 9.5 $ 7.8 $ 5.7
Lrant No. 497-0253 3.2 3.0 2.5
Total $ 12.7 $10.8 $ 8.2

The Government of Indonesia (GOI) committed 3.13.5 million to
the project at 1its inception in 1979. The GOI reported esti-
mated exjenditures of $31.6 million for project purposes as of
March 31, 1986.

The primary goal of EPI was to reduce disease and death, espe-
cially among infants and children, caused by certain contagious
diseases that can frequently be prevented through immunization.
The project was to assist the GOI in expanding its tuberculosis
and smallpox immunization program by adding immunrization against
diptheria, pertussis and tetanus for infants and tetanus for
pregnant women. During project implementation, immunization
against measles and polio were added to the program. Major
elements of this project included (1) achieving self-sufficient
domestic production capability for selected vaccines, (2) build-
ing an effective natioral immunization organization and infra-
structure, (3) improving performance of the vaccine distribu-
tion systems, (4) installing and using 2 health management in-
formation system, and (5) =vaiuvating the program continuously.

The Indonesian Ministry of Health is responsible for administra-

tion of the country's immunization prugram. A system of health
centers provides modern public health services including immuni-
zation for the 130 million Indonesians who live in rural areas.
Linked to health centers arc health subcenters in the main vil-
lages which provide basic care, including vaccination and health
education. FKach of 123,636 scbeenters serves a  population rang-
ing from 3,000 to 1lU,U000.



B. Audit Objectives and Scope

This was primarily a program results audit. Specific audit
objectives were to determine whether (1) the norimary program
objective of reducing the incidence of disease and death
through immunization was being achieved, (2) AID-financed
commodities were utilized and controlled, (3) AID-fipanced
equipment was being appropriately wutilized, and (4) AID pub-
licity requirements were met. :

Audit wor« was conducted in Indonesia and inecluded a review of
pertinent prougram implementation documents maintained by
USAID/Indonesia. Interviews were held with USAID officials,
Indonesian Ministry of Health officials, immunization staff in
four provinces, personnel at five regencies, and doctors and
staff at eight health centers and one hospital. At the health
centers and hospital, the implementation of the immunization
program was observed. Project records uvailable at all loca-
tions visited were reviewed to determine whether project-fi-
nanced commodities were fully wutllized and controlled. The
program results of project disbursements totaling $8.2 miliion
were audited. Counterpart contributions wadge by the Indonesian
Ministry of Health were not audited.

There have beep no prior audits of Lhe Project. Audit work was
performed during the period March to August 1986. The audit
was made in accordance with generally accepted government au-
diting standards.









a year late, and according to project records the completeness
and accuracy of the data is questionable.

The data collection and reporting by health centers visited dur-
ing the review showed that there were ycod records and accurate
reporting on the numbers of innoculations given by type and age
of recipient. However, analysis of the data on the incidence
of immunizable diseases showed thzt such data was not available
at some health centers and not very reliable at others. For
example, some health centers reported only cases they treated,
while others reported all cases of which they were aware.

Project officials pointed out that the MOH office responcible
for immunizations had developed an alternate information system
based on data from about 200 selected "sentinel" locaiions aof
over 5,000 possible reporting elements. However, Project
officials also noted that while this system was useful, it was
neither a reliable indicator of overall program success because
of the limited data sources nor cou! ., it provide an assessment
of vaccine effectiveness.

A recent report by a consultant from the Commuricable Disease
Control Center, Atlanta, stated that the incidence of immuni-
zable diseases in Indonesia was reported through 11 separate
sometimes overlapping reporting systems. The consultant noted
that most data collected at the local level was not reported or
used. Further, the consultant concluded that this left the
project without reliable data on project impact, vaccine effi-
cacy, and the cost effectiveness of immunization.

Another consultant's report indicater that reports of sickness
and death from program discases based on surveillance data from
the MOH are inconsistent with data 1rom other sources, such as
reports from health centers, sentinel a:reas and outbreak inves=-
tigations. His estimates are shown below. This consultant
concluded that there was enormous underreporting through the
reqular reports, as illustrated 1n the chart below.

Comparison of 1984 Reported and Estimalerd I1lnesses and Deaths
from Immunizable Dicranses in Indonesia
Estimat ol Under-reported

Diseasec Cases Reported Actual C.ires @ Cases Percent
Measles 16,635 5,300,000 5,283,365 99.7
Diptheria 2,253 280,000 277,747 99.2
Pertussis 2,150 5,300, 000 5,297,850 99.9
Tetanus 1,50% 95,000 23,495 98.4
Polio 110 4,600 8,490 98.7
a7 The estimatos are based on infurmation available to the con-
sultant and are nolt official statistlics published by the Govern-

ment of Indoncsia.
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account for the AlD-funded refrigerators. We were told by
Mission officials that the MGH has agreed to do so and is :n
the process of identifying the locations to which the refrig-
erators were sent.

In summary, MOH records ci1d not allow us to trace AID-funded
rcfrigerators to the end uscrs. Consequently, it could not be
determined whether this AID-‘inanced commodity was used for
intended project purposes. Therefore, USAID should require the
MOH to maintain appropriate records so that all refrigerators
paid for with AID funds can be adequately accounted for and
controlled.

Maragement Comments

USAID/Indonesia stated that it has requested the Ministry of
Health to establish a refrigerator tracking system for USAID-
supplied refrigerators. USAID noted that the system is cur-
rently in the process of identifying end-users beyond the
province level. USALD will request closure of this recommen-
dation upon notification and verification that all provinces
have received AlD-financed refrigerators. The Mission expects
this to be accomplished by February 1987,
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3. Excess Equipment Should be Disposed as Fequired by AID
Regulations

AID regulations require that AID-financed commodities excess to
project neeus either be transferred to other projects or be
sold and the proceeds wused to further project purposes. AID
financed a vial size-gauging machine c¢osting $74,238 for a
government-owned pharmaceutical firm. This machine could not
be used in the project and since 1982 has been in storage be-
cause a machine to measure particles in vaccine vials rather
than vial size was requested. The wrong machine was ordered
and delivered bhecause of errours on the part of the procurement
agent, ISAID/Jndonesia and the recipient pharmaceutical firm.
Thus a valuable resource has provided no utility to this proj-
ect or othar AID-sponsored development activities.,

Recommendation No. 3

We recommend that USAID/Indonesia ensure disposal nf the excess
piece of equipment in accordance with ALD Handbooks 3 and 15.

Discussion

AID Handbook 15 Chapter 12 specifies that (1) the borrower must
ensure that AID-financed commodities be effectively wused for
the purpose for which the assistanc: was made available; and
(2) the USAID is responsible for verifying that commodities are
being effectively wused in the projoct or disposed of as ap-
proved by AID. AID Handbook 15 alss says that AID project
officers should ascertain that .ommodities financed by AID are
being effectively used in the project, or if not, should ensure
the commodities are transferred to other AID-sponsored proj-
ects. AID Handbook 3 requires that AlL-funded resources shall
be devoted to the project until the completion of the project,
and thereafter will be wused to further project objective.
Thus, should commodities become excees Lo project needs, the
proceeds from the sale of  the excess should also be used to
further project objectives.

AID funded the purchase of $1.47 million woerth of vaccine pro-
duction ecquipment for Bio-Farma, o qovernment-owned pharmaceu-
tical firm. The equipment was ordered in 1980 and delivered in
1982,

Luring our audit, we found Lhalt one piecce of equipment, a vial

size gauging machine costing $74,258, s not being used by
Bio-Farma and was  of no other use - the project. Bio-Farma
had reguested a machine that judges the ouber of  large parti-
cles in a vial of vaccine as a quality control measure. How-
ever, Bio-Farma received a machine  that messures the size of
vials. They  had no wuse  for thi type  of machine. Since
shortly after ite  receipt  in 19460, the  vial size-gauging

machine  has  been  in storange. Wee wire told by a Bio-Farma



official that USAID had been notified by letter that the
machine was 1inappropriate, but he could not find a copy of the
letter nor could we locate it in USAID files.

We believe this situation occurred because the purchasing agent
did not examine the specifications <closely and purchased the
wrong machine. Bio-Farma should have noticed the error upon
delivery and refused to accept the substitute machine, but did
not. USAID/Indonesia should also have monitored the use of the
equipment more closely.

USAID/Indonesia requested information from the Government of
Indonesia in July as to the status of this machine and was
awaiting a response.

In summary, the machine is of no use in the project and should
be disposed of in accordance with AID procedures.

Management Comments

USAID/Indonesia stated that it will consult with the Indonesian
government to affirm that the equipment is excess to project
needs and upon receiving the response provide appropriate gui-
dance for disposal.

10









B. Compliance and Internal Controls

Compliance

Audit results showed USAID/Indonesia was generally in compli-
ance with Agency regulations except in the two areas covered:
disposal of one excess piece of equipment should have been but
was not accomplished in accordance with AID reqgulations; and

AID marking requirements were not met. 11SAID/Inconesia is tak-
ing #.tion ta correct these compliance cetficiencies, Nothing
came to our attention which caused u« ty telieve that inter-

ested items were not in substantial compliance,

Internal Controls

Audit results showed that USAID/Indonesia's internal controls
were generally sufficient to vensure pgroject activities were
carried out according to the project paper except in  two
areas. Action needs to be taken to “etermine whether the
primary project objective of redociang e incidence of disease
and death has been or can  be  achi-ver, “urither, AID-financed
commodities could not Dbe traceg tc¢ Lhie cnd-users. USALID/Indo-
nesia is taking action to correct thece  internagl  control defi-
ciency . Other tests of internal corntog.o o .de curing our audit

did not indicatr ihe existence of inofeguate  controls or low
level of compliance wi.h these contral«,

13
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APPEND

IX 2

List of Recommendations

Recommendation No. 1

We recommend that USAID/Indonesia provide assistance to
ensure that the Indonesian Ministry of Health develops an
accurate and reliable information system on the incidence
of disease and death for targeted immunizable diseases.

Recommendation No. 2

We recommend that USAID/Indonesia require the Indonesian
Ministry of Health to revise its distribution information
system to ensure adequate end-use accountability for AID-
finainced commodities.

Recommendation No. 3

We recommend that USAILD/Indonesia ensure disposal of the
excess piece of equipment in accordance with AID Handbooks
3 and 15.

Recommendation No. 4

We recommend that USAID/Indonesia supply aduicional larger,
more permanent emblems to the Ministry of Health and en-
sure that they are attached to all AlL-financed project com-
modities.
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Report Distribution
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APPENDIX 3

of Copies

USAID Director, USAID/Indonesia

nssistant Administrator, Bureau for Asia and the
Near East (AA/ANE)

Indonesia Desk (ANE/EA)
Audit Liaison Office (ANE/DP)
Bureau for External Affairs (AA/XA)
Office of Press Relations (XA/PR)
Office of Legislative Affairs (LEG)
Office of the General Counsel (GC)
Assistant to the Administrator for Management (AA/M)
Office of Financial Management (M/FM/ASD)
Office of Procurement (M/SER/OP)
PPC/CDIE
Office of the Inspector General

1G

D/IG

IG/PPO

IG/LC

IG/EMS/C&R

IG/PSA

AIG/II
Regional Inspectors General

RIG/A/Cairo

RIG/A/Dakar

RIG/II/Manila

RIG/A/Nairobi

RIG/A/Singapore

RIG/A/Teyucigalpa
RIG/A/Washington
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