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contributed to the need for your retroactive approval of a waiver of
 

Agency regulations to allow AID to fund the contract entered into without
 
competition. Examples o4 poor coordinatioa between the USAID and Africa 

Bureau offices are illustrated by the following events that led up to the 
J
award of the contract. 


On May 11, 1979, AID/lWashington approved the USAID's plans for the 11calth 
Planning and Info-mation Project No. 615-01. Following AID's initial 
approval of the project, a project at'r nI"as entered iito on August: 30, 
1979 to assist the Government of Kenya meet the costs of carrying out the 
project. The estimated cost of the project is $3.3 million, which is 
funded by an AID grant of $2.5 million and.a Govcrnment of Kenya contribu
tion of $0.8 million. 

After making an assessment of the Government's ability to implement a 
host-country contract, the USAID determined that host-country contracting 
procedures, rather than a direct AID contract, should be used to provide 
long-term technical specialists for the project. Thus, in Project )iple

mentation Lcetter Ntunber 1, dated October 4, 1979, the USATI) informed the 

Goverrinent of lenya that host-country contracting, AID's normal prcfAeienc(!, 

should be used. By eirly December 1979, with USAI) con.sultation, the 
Minister of Health and the ini-ter of Planning had determined that the 

host-country contract was the best way to implement the proj ect and- approved 
of the competitive procurement practices required by All). 

The USA[D was aware of a number of pro;pective colt rac tors iInterested it) 

the Kenya project and indicated tc thuse contractors that the R(equest for 

Propo;al would be available by February 1980. The USAlD then started to 

develop a list of propective contractors- who were to receive the Requests 

for Propo!;al!;. In January 1980, the lISAMl) sent a cable to AID/Vashiington 

listing three uinority contractr.; and two n iv 1 cons idered.rs Jt I eshi h it 

were qualifled and intere,;ted in nubmitting propo.5al-, for the project. 

(Drew 'asi not one of the original five.) At the same time, USA) I) rcquest.ed 

AIl)/UZ.t;i i ngton t o ad':i :;e if there ,2,re otlher qual ifi ed till iver.i tics. or 

bu';In,,:;.; f irm,; to whoin thl, R,,quurt lor }lropo;.Il .sho )ld be ,;elnt. 

to hi , cable reiest due to an ;!d!1fnJ!;x;tI-No action ws taken in rv,;ponse 
tiv' over:;ig;ht in the Africa liure;iu; tha t 1,;, the cal ; a; incorrectly 

routed to th,, F[inya ),,I. Officer for act. iii. T)eI proper1ff ic,: w'Uere the 

Of fie. of 11 and 1t.g,',dv d Pa, lIt i I i::aI iao Spec iala) m',.1 iou I he 

As:sI t.st for ,i I IOVIy ,f a ' tli( Afi!ca Vtire'ai. o.,,,v''r , action w:: 
clcarlynot ruv;frred to tier., offices ds,.p Ve th' iV1 that hey :ere 

ntatcd ;11 11 t1#,(i .;zu ~c~~up '~''~ rvcej(-i'd, th is 

r q o,%;)w.,,. a . i d, '. 1,', Il.115,A\1) oil :1.1,ch1 1 198.0. ''lli st "!~m'
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a contract with Drew without competitive bidding.to negotiate 

was receipt of
Another reason for the non-competitive award, in our view, 


the Deputy Assistant Admrnistrator's letter of January 10, 1980, stating
 

that:
 5 

"I am writing to you at this time to bring to your attention
 

our personal concern and that of the Administrator regarding
 

the maximum utilization of U.S. minority health institutions
 

in our development activities in Africa...
 

"By assisting the aforementioned minority institutions to
 

develop their own institutional capabilities A.I.D. embarking
 

on another effort to bring health services to those most in
 

and your staff 	to take full advanneed. I strongly urge you 

tage of these resources in developing assistance activities
 

to the country in which you are serving. You might wish to 
as listedcommunicate directly with the appropriate institution 

in the enclosure." 

No mention was 	 made in the letter reconciling ma>:imum utilization of 

with AID's competitive procurement procedures. The USAII)
minority firms 

consequently stated (see Attachment A) that:
 

a signi"We took this letter, rerisonably we believe, as being 

ficant reiteration of an important Agency and Bureau policy. 

The letter certainly encouraged us to be as supportive a!; 

possible (within AI!) regulations, of course...) of the M011 

request that consideration be given to sole-source zontracting 

with Drew." 

rcinss in not reminding the
The Africa Bureau 	 letter, in our vie(,w, was 

greater use -0hould be made of minority health itstitu-
USAID that, while 

were -till applicable. The USAXI)
tions, coripetitI e procurement practices 

not: seeking an e>:plonation from the 
was r;"so remniss, in our view, for 

Bureau regarding the compatibility ut grcatoer ue; with the Agency"; pro
of )rew thus reulted 

curement: regulation:;. The non--cope tit ive' (ct:Iin 

and the. Africa 	 Bureau.
from thi., lack 	of coordination betellen tUiL USA1I) 

the subs njucint. 	 sequencoe of event;coordin at.ion Jnf lueicucedThis lacl- of 
that led to the selection of )rew. l)uriug Jai.'u;ry 1,980, USAID and the 

Africa u reau echi:ingd several cab IconceIai'itg a visit by l)rew., :staff 

to ti- Africa Ibuea u, their under:.tatding
to Kellyal. It Wis, accordilg 

'; onS aboutvi' t ,,'.'I 
no05511,],e in.:;t. itwt: Imal ii ta;'e: bc '-:aen Ir.'\,' atnd the Minis t:ry of lhealthb 

110;nt,to thie int;alnt pro

that tit,, , pose of th propo;rd r .s !.o iti ate di i.'i 

not discussin conjunct icn 	with I)'VWI:; 122(d) 
approv1,. for 

j,:ct. On Januiry 	 12, 190), AllI)/,.a:.; ,in on r(qutI,ted UIIAI)'?. 
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this visit. USAID concurred four days later. USAID officials reported
 

that apparently the Minister of Health had a change of mind about competi

tive procurement after meeting with Drew officials in December 1979 and 

January 1980. After these meetings the Minister decided not to send 

Requests for Proposals to other interested contractors or institutions
 

even though, as previously stated, the Minister initially preferred com

petitive procurement. 1ISAID officials again informed the Ministry of 

Health that the Agency's normal competitive procurement rules s;hould be 

followed, but after the January 1980 meeting, Ministry official- told the 

USAID they wanted only to review Drew's technical proposal. USAID offi

cials reported that at this time they had no idea if the Ministry of 

Health would be satisfied with Dre(w's technical proposal. By March 12,
 

'980, the Minister of Health formally requested Charles R. Drew Post

graduate Medical School to Submit their pioposal and travel to Kenya for 

negotiation of a contract.
 

Drew's proposal, dated April 23, 1980, was considered well prepared and 

highly responsive by the Ministry of Health and USAID officials. The 

USAID informed AA/AFR on May 14, 1980 of the Minister's decision to nego

tiate a contract with Drew, a U.S. minority institution, and requested 

a waiver of AID's normal competitive procedures be approved to alow 

funding for the Drew contract. In their proposal transmittal letter, 

Drew scheduled a trip to Kenya in May 1930 to begin contract negotiations. 

USAID participated in these negotiations, but instructed the Ministry of 

Health that formal contract approval could not be given unt:il A]l)/Vhash

ington concurred in the non-competitive selection of Drew. 

procurement was acting prudently 

In responding to the results of our review, the USAID Director stated, 

".. .that the Missicn believed, reasonably, that at all stages of this 

it and in accordance with stated Agency 

policy and procedures. 1e still believe this to bc true, although eXperi

ence has now taught us to treat any future such procurement differently, 

i.e., to inrolve AID/W at an earlier stage." At the issjon'. request, 

we have attached their chronology and perspective of the. situation to 

this report (see Attachment A). 

We alio found that a close relationship did exist betwecn Charles R. Drew 

and the Government of Kenya'; Ministry of Health officials. The )ean of 

Charlc:; R. Drew Po;tgraduate Medical School and the key person designated 

to Imp leaent the contract hid worked as consultants for USAII) in 1977 

under an AID-f,,ianced contrizt. In their final report in 1977, they 

cr1itique.d th, Cov, rnment of Kenya's Rural lIe'ailt Prograim and recoinme ded 

several ar ea; need ing' d.v,,I opmen t af;!;istall:e. According to USAIl) and 

Minist ry offi cial.;, their work wa!; hiihly profesq i ona1. Moreover, because 

of the q:l ity of Llhetr work and the pa!;t profesional relationshlip de-

Ve], ped , M in _L.try officiali; :1ained to have had Dreow's staff in mind to 

imiple:1,('i t. thilproject, 
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Conclusion and Recommendation 

AID's procurement procedures requiring competition were not followed in
 

the selection and award of the Drew contract. The procedures were not
 

followed due in part to the Africa Bureau's non-responsiveness to the
 

USAID's cable request for information on minority firms and a letter
 

received about that time strongly urging the USAID to maximize its use
 

of minority firms. This letter was ambiguous in the sense that it did 

not relate how maximum use of minority firms should be handled in the 

context of AID procurement procedures. This, according to the USAID, was 

the rationale used to justify the sole-source procurement. In our view, 

the Africa Bureau was remiss in not spelling out how maximum utilization 

of minority firms was to be effected in tie context of existing competi
was remiss intive procurement procedures. Also, in our view, the USAID 

not obtaining clarification before it acted.
 

The Agenc/ is responsible to assure that all procurement is awarded in 

accordance with established procurement regulations. A decision needs to 

be made regarding an Africa Bureau policy which encourages "... iaximum 

utilization of U.S. minority health institutions in our" deve.lopmcnL 

The Africa Bureau stated that their desire to proactivities in Africa." 


mote such utilization in no way presupposed or intended a by-passing by 

the Mission of the applicable contracting regulations. As yoi have already 

procedures for increasing utiliinstructed the General Counsel to develop 

zation of minority organizations in host-country contracting, we have not: 

made a recommendation in this report concerning that matter. However, 

until such time that a procedure is established, AA/AFR should instruct 

all USAIDs to encourage competition in all procurement ictivities in accord

ance with Agency competitive procurement procedures. Accordingly, we have 

made the following recommendation: 

Recommendation No. I
 

The As-listant Administrator, Bureau for Africa, take the 

comply with currentnecessary steps to assure that USAIDs 

Agency competitive procurement regulations under host

country and direct AID contracts. 
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It may help to recapitulate the available record, and our discussions
 
to how we saw the situation as it unfolded. W understand
with AAG, as 


from our di.-cussion with you on September 18 that you have no factual
 

disagreement with the following chronolopy.
 

First, we would like to stress that the mission did plan a competitive
 

bidding process for this project initially. In pr-climinary discussions
 

with the Ministry of Health in November 1979, we explored the possible 

solicitation of proposals from minority contractors; such exploration of 

possible use of minority contractors is based on Agcncy policy and Africa 

Bureau guidance, frequently reiterated as, for exampie, at the October 1979 

Design Work )p . We e:rc told, however, that N011 preferred advertisement. 

Later, in early January of this year, MOl statcd that, on reflection, it 

saw advantages in liniting the competitive procurcment to minority con

tractot-s. We cabled AID/W with this ncws and asked for a complete list 

of such contractors (Nairobi 536 of 1/9/80). This cable was never answered 

by AID/W, despite follow-ups. Had it beca, the contract could have been 

bid competitively among qualified minority contractors and, presumably, 
no problem would have arisen. 

Second, it seems worth quoting from the DAA/AFR l0.ter of 1/10/80, an 
Bureau leadership'simportant document in our view. This letter states the 

"personal concern and that of the Administrator regarding the ,aimum
 

utilization of U.S. minority health institutions in our dc\elo p ment acti

vitics in Africa." The letter goes on to "strongly urge" Missior:; to
 

"take full advantage of these resources" (i.e . , the institutions receiving 

Section 122 c grants) and suggests that issions "might wish to communicate 

directly" with such minority institutions. The attachment to the letter
 

identifies scvcral such inst itu tionr , of which l)rc%, according to the
 

description in that attachment, is the only one qualified in the health
 
plar, i ng and i.for'Iatinn category. 1'Wc took tnis letter, rcasonably we 

believe, as heing a significant reiteration of an importamt Agency alid 

Bureau policy. The letter certainly encouraged us; to be ns :upportive a 

.possihIc (wi th in All) rcpt, lations, c,f' course -- see below) of' the MOll re

quest that consideration be given to solc-source contracting with Drew. 
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Third, in March of 1980, given the cumulative facts 	of (a) AII)/W's non
receipt of the I)AA/Aritresponsiveness after many weeks to Nairobi 536, (b) 


letter of 1/10/80, and (c) the USAID/MOII desire to move toward procuring n
 

contractor's services, we concluded it was proper to concur in the r.101 
request that USAID/OI[ look at a proposal from Drew, but only on a non

of the RFP which make clear that thecommittal basis. (See the t.crms 
weproposal is solicited without commitment.) As your memo indicates, 

were "on record" with AID/W at this time, via cables, as to how MOll, :ith 

with Drew; no A1I)/W note, of caution wasUSAID concurrence, was proceeding 
Advisor's impression notwithstaniding,sounded. Further , the Regional Legal 

we were at this time aware of the need for AII)/W r.pproval of any solc

we did intend at the later and proper time to secl;source selection and 
AID/W approval for the selection of Drew, which iqas as of March hypothetical. 

We believed it prudent first to see the proposcal, on a non.-conminitta] ba:;i, 

we and 1011 could either be satisfied with its quality or rejectso that both 
it. Once we were satisfied, yet before negotiations commenced, the Mirsion 

sought a waiver for the sole-source selection of Drcwq (Nairobi 8940 of 
from the 1IA. At the s;,mie time,5/14/80) at which time counsel was sought 

thatby letter of 5/16/80, we were on record to MO1 and Drew of the need 

we obtain AID/W approval of the sole-sourcc selection of |)rew; we . -!vised 

these parties that any discussions :ast be informal and non-committal since 
vicw that we could not guarantee AID/W approval. It was and remains, our 

approach (a) rcspondcd to A]D/W finlloritythe above-outlined sequential 
by the DAA/AFI letter, (b) was in heepiir|contracting policy as reirforced 

relative to nole-sourc' plr',cuIi'Clilnt, ( c) la.; ba.ed
with Agency i'egulations 

and (d) kcpt upon prompt and prudent action by the Mission at each stage, 

momentum toward project implementation. 

notwi tl!tandi ng, wce believeFourth, the judgments contained in your mncmo 

we advanced sound justification in Nairobi 8948 for solc-;ourcc selection| 

of Drew. Given Agency policy as reinforced by the I)AA/AFIR letter, it 
d 	 now) entircly defen:sible for Ui,;A to sceme to us then (and still does 

support O ; request to sclect a "predominantly qi]i fied" contractor 
that for the Agency to have rc

amonyg minority contractnrs. ellbelieve 
intc ri'e.. of thejccted such a re quc.;L would not hav bc :i in "tc b ('St 

United States" as that phra.e can be Fairly interpreted. The iNegional 

not qu:c; tion th u. conc us ionl and cleared Nai'obi 89,10Legal Advisor( did 
without qualification. Ambassador Le.c lle al so nlipol'tcd oui' (:oc1l :;ion; 

see Nairobi 10881 of 6/13/80 (paragr'aph foi').in this rega~d; 
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Fifth, had AID/W respondcd promptly to Nairobi 89.10 in a negative o" cven 
a cautionary vein, the inforTnal Drew/t, 011 negotiations could have been 

to copc] a privatediscouraed. (USAID of course lac. s thc authority 
U.S. contractor to discontinue informal or other ncgotintions with n 

sovereign governnent.) Instead, telcphone reports frmn AlI/W wcc all 

to encournging ef'cct at lcast for the first fcew week; following dispatch 

of Nairobi 8940. It was only in mid-June, after completion of informal 

MOH{/Drev: negoti.ations , that difficulties in the AID/f1 clcarancC/appro,'al 

process wece rcpo:,tcd to u , again by telephone only. No interim giuidancc 
the J)rewtcleigramis wero received. State 173181 of 7/1/80 approving 

Selection wa.; AID',; only formal conmi-U nication to u:;. 

We requc!;t that thu chronolopy and perspective outlin ed abo'. : be incor

porated into your report, as an attachm,,ent thereto if you pre,'v. 
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