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account of the defenders of the human resources idea by changing the text
of the presentation volume, Instead of the original language which said
that ODRA would provide the regional bureaus with guidance in program
planning and technical assistance, the text was changed to read that ODRA
was to provide such guidance "in matters relating to the development and
utilizaticn of human resources." 1In an attempt further to underline the
professional role of ODRA which the ICA technical services had in his opin-
ion failed to fulfill, and to take account of the criticism that universities
and professional associations would have no point of natural contact with
AID, given the disappearance of the technical services, he added a further
sentence: ODRA was to "maintain liaison with the academic and scientific
community." With these minor changes, the ODRA paragraphs of the presenta-
tion volume went to the printer, largely as they had emerged on May 4th.
One of Gant's unique contributions had been made.

Development Financing. One of the most common aspects of the suggest-

ions for an integrated agency before and after the Administration came to
power was that IC4 and the Development Loan Fund must be combined. Dig-
agreement did occur on the question of how the marriage was to take place,
but the wedding date was to be soon. The President reaffirmed this in his
March 22nd Message on Foreign Aid. As the Task Force organized, one of the
problems that all three working groups faced was to determine how the losn
function should be incorporated into the aid agency =~ in law, in program,
in organization. Even before George Gant joined the Task Force Steering
Group, it had taken action on development financing at both its April 6th
and April 8th meetings. By TFSG action, George Gant was assigned responsgi-
bility for coming up with proposals relative to the National Advisory Council
on International Mcnetary and Financial Problems (the NAC), an interdepart-
mental committee chaired by Treasury, that up to that time had both set down

guidelines for policy concerning loans and credits abroad by the various
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Daited States . Governmont sgencies and reviewed the transactions of the
agencies to see if they conformed to the guidelines. The question was
whether the NAC would have power over the development loans extended by
the new aid agency. Millikan's group of consultants proposed five stﬁdiea
on development lending, mostly concerned with programming, but with def-
inite organizational overtones. The Legislation and Congressional Pres-
entation Group, in its April 7th "Questions Bearing on Economic Aid
Legislation" put two enquiries related to organization for the administra-
tion of loans: Would the making of development loans be embodied in a
governmcnt norporation, and would consultation with the NAC be vequired?
The TFSG provided tentative cnswers: negetive to the first question cnd -
gﬁgitévc to the cecond. Copios were sent to the DLF, ICA, Treasury, and. to
/Fingil;, Labouisse announced that he was going to try to establish a
financial-banking advisory group, headed by Eugene Black, the President of
the International Bank for Reconstruction and Development (the World Bank),
vith whom he was formerly associated.

When George Gant came to Washington to begin his assignment full time
on Monday, the 10th, he was faced with the fact that a number of commitments,
some firm and some tentative, as well as a number of recommendations, had
been made in regard to organization for loans. Furthermore, nearly all his
major assoclates in the Task Force had extensive experience with loan activ-
ities or academic :aterest in them. As to the commitments, the dollar
development loan activities of the Export-Import Bank (EXIM) were to remain
with EXIM although the Secretary of State was to coordinate that program with
the aid agency (President's Message) and the Development Loan Fund was to
be a part of a consolidated aid agency as were the local currency lending
activities of the EXIM Bank (President's Message). Within the aid agency,
en office called the Fund for Econimic Growth had been proposed, paralleling

the proposed appropriation category for development loans, to administer the
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program (organization chart given to Gant from the March discussions =~
Chart 12), and the Fund for Economic Growth was to contain a corporation
with a board of ditrectors made up 33253;52 officialas of the agency (Chart
12), an item that Gant had imme%}ately viewed unfavorably when John 0. Bell
had showed him the chart during his first visit to Washington, 1In addition,
there vere the actions of the Task Force of the previous weck.

The peresonnsel with whom Gant agsociated had in one way or another been
closely involved in foreign loan problems. Labouisse came £rom the World
Bank. Coffin was Managing Director of th2 DLF. Millikan, as an economist,
had pushed vigorously for a larger and quasi-independent loan function, as
had Coffin and the DLF,and Millikan's former colleague in the White House,
Rostow. John O. Bell had had a major role in framing the proposals that
had formed the background of the President's Message, including the latest
proposed organization chart. It was a "stacked deck” on loans, at least
on the surface. All these men and the organizations or agencies they rep-
resented favored a great increase in loan activity. Organizationally, two
iggues had been the desirability of the corporate form with a board of
directors and review by the NAC. Another major issue had been whether a
separace development loan office should be set up or whether a combined loan
and grants unit would be preferable. There had been almost no consideration
of two other possibilities ~-- first, loans and grants combined with some
technical assistance in their use, under one office, and, second, a small
loan and grant unit with most of the major decisions made in the regional
offices.

Before Gant had an opportunity to get on his feet, the TFSG had placed
upon the agenda for Tuesday, the 1lth, discussion of the incorporation of
the loan operation. The legislative drafting working party had prepared a
paper on the topic that was distributed in advance and served to provide the

necessary background. The DLF had been incorporated in 1958 in response to
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strong Congresaional preference for this type of organization, rather than
being merely a part of ICA as it had been the previous year. '"The primary
argument for incorporation turns on its psychological app=al to both Congress
and the public," the working party reported. The corporate form would give
the appearance of sound business management engaging in long-term opera-
tions, with eeparate funds and organization. Furthermore, a corporation
would tend to have operational flexibility that a regular government agency
would not have. On the other hand, the working party pointed out that it
felt thut proposing a corporate form would have little effect on Congress-
ional support this session even though Congress would be sympathetic to it,
given the President's decision to seek borrowing authority from the Treasury
for the development loan program. The latter explosive issue would have to
be fought out on its own terms. Incorporation would also be contrary to
the spirit of the President's Message, given his call for an integrated
agency, and would substantially reduce the "new look" effect that the Admine-
istration hoped to create. The effective conduct of loan activities could
be secured without incorporation, and administrative flexibility would
be greater; Congress often wrote into legislation organizational details on
coxrporations. While no conclusion was included in the paper, there was no
doubt where the legislative drafting working party stood.

The TFSCG diacussiéﬁ)égg;c on the 1llth was long and the differences in
points of view were evident. Gant presented as strong a case as he ccuid
for no incorporation. It would interfere with clean lines of authority,
with a geographical emphasis, and with aid agency integration. Furthermore,
to have a separate staff associated with the loan function was undesirable.
Just because the authorization and appropriation categories included an
item on loans was not a sufficient reason to construct a separate organiza-
tional unit to administer it. Appropriation categories were not the one

and only basis for effective organization.
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Labouisse expressed views that were far broader than those of a narrow
banking approach. He felt that there should be no separate fund office or
corporation just for long-term loans. Long term loans melded impercept-
ively into short-term loan and grants, and an approach with all the various
financial tools or devices was required. The banking or lcan part of the
aid agency should be integrated with other financial tools, he felt, so
that a money organization or unit, not just a loen organization, would be
provided.

Gant watched closely to see whether Frank Coffin would feel that the
DLF¥ should be retained intact and transferred as a complete package into
the new aid agency. As the discussion developed, it was apparent that
Coffin's ideas were quite flexible, and that the idea of a multi-purpose
development financing office appealed to him, Such an office would have
even a greater scope of activity than the DLF at present, because it would
have more tools at its commsnd. Coffin had been associated with the DLF
for a relatively short time, only since January 25th, and much of his
effort had been spent on foreign aid reorganization proposals rather than
running the DLF. He had not had time to become narrowly defensive about
the agency or its functions. Furthermore, with reorganization in the wind
and with his appointment as Chairman of the Program Development Group, his
perspective had become more agency-wide. He was not especially interested
in heading the development financing unit in the new aid agency =~-- some
broader-gauge position appealed to him. As his associates watched him over
the first few weeks of Task Force activity, they came to respect his breadth
of view and his ability to rise above parochial considerations.

Jobkn O. Bell also viewed the combination of several financial tools
in one unit favorably; in any event, there was no doubt in his mind that the
Growth for Freedom paper that preceded the President's Message and the

organization chart that flowed from it had been full of compromises because
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af the pressute of many persons and dgencies. Now was the time to strike
out on a fresh approach, conkistent with the President’s Message, to be
sure, but not necessarily following every aspect of the discussions that
led to it.

The TFSG toock two actions in regard to loans on the 1ith. It decided
that there would be no separate corporation and that there would be no sep-
arate staff associated with the lending function. However, one other question
was raised in passing. Should there be a loan committee to pass on proposals,
quite agide from a corporate form of organization? It was apparent that &
lack of consensus on this point existed, but it was put off until later,
after Gant's organization proposals took more concrete shape.

Gant became better acquainted with the DLF, its functions, and i%s
Points of view during his briefing at its offices on the next day, the 12th,
The following weekend, Gant, Barrett, and Price formulated some of the worke-
ing hypotheses for the Organization and Administration Group. There was
nothing new suggested in the financial area, although the plans for integra-
tion were mentioned and the decision of the TFSG on the 1l1th. However, a
geographical emphasis was clearly set forth, and this was to have a great
signiricance for the development financing unit.

Meanwhile the Toner working party had begun its work, Toner, Secretary-
Treasurer of the DLF, took personal interest in the papers in the financial
area, and did much of the research and writing himself, working closely with
some of his DLF colleagues, particularly in having them criticize some of
his tentative conclusions. He also had recruited his former DLF associate,
Hutchinson, to do an important part of the work., The first result of Toner's
work was a ten-page paper on April 19th entitled "Ingredients Essential to
a Lending Function'" which he had the Assistant Secretary-Treasurer of the
DLF prepare for Task Force use. While direct organizational recommendations

were avoided, it argued for a powerful lending office by outlining all the
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kinds of personnel needed for the lending function., Gant was thus not depend-
ent upon the TFEG or Frank Coffin for ideas from the DL?; they were forthe
coming from nne of hie own working parties.

On Thureday, the 20th, the Legislation and Congressional Presentation
Group again pressed the TFSG for a deciclon on the NAC ~~ whether the new
agency wis to be excepted from the Brotton Woods Agrecuments Act of 1945,
which had established the NAC, or whether no legislative provision was nec-
essary, in which case the new aid agency would sutoma:ically come under its
review, as the legislative drafting party had tentatively assumed up to that
time. Gant was not prepared to push for a solution to the matter at this
time, and he suggested that resolution of the NAC gusstion involved rela-
tions of the aid agency with the Department of State as well as NAC and
Treasury. Decision was put off pending completion of Gant's discussions.

One of the items chat Gant labelled as requiring "immediate action for
legislation' the week of April 24th was the NAC. By statutory gpecifica~
tion, the Secretary of State, represented in praciice by the Under Secretary
for Fconomic Affairs, was one of five members nf the NMAC. The Secretary of
the Treapury was cheigman, and the heads of Cowmerce, the Federal Reserve
Syatem, and EXIM were the other members. The statute thus excluded bo-h
the DLF and ICA, but they had been invited to attend some of the meetings,
end were vary active in the sub-committee structure and in securing favor-
able statements of policies and review of their lending activities. Should
the n2w aid agency not be a part of State, it could be argued that it should
be exempt from the NAC or, alternatively, that its administrator should be
added to the statutory members. Should it remzin within State, it could be
argued that State through one mechanism or ancther would provide adequate
supervision of its lending activities so a3 to make detailed review of its
lending proposals by the NAC undesirable. 1In any event, the lending active
ities of the new aid agency would have to be relsted to the foreign economic

policies of the government, and the latter area was controiled by State.
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Hovever, rather than engage in such peripherasl embroidery, Gant favored
outright abolition of the NAC, the transference to the Secretary of State
with advice from the Secretary of the Treasury of its functions relative to
the international or multilateral American policy with regpect 20 lending
agencies, and the freeing of the new aid agency from the encumbrance of an
outside agency setting standards, reviewing, and controlling its lending
function. He wrote a summary paragraph on his approach, and it was part of
the series of proposals he laid before the informal TFSG on April 25th. 1t
said:

The NAC should be abolished and its functions relating to the

IBRD and its vubsidiaries, the Inter-American Development Bark,

and Overscus Development Lending Activities should be performed

by the Secretary of State, with the advice of the Secretary of

the Treasury; the balance of the functions relating to monetary

stabilization should be parformed by the Secretury of the Treas-

ury with the advice of the Secretary of State. The Secretary of

State should receive advice about representation and instructions

to such development institutions from the assistance agency.

The proposal received a cool reception. It was suggested that Gant check
them out further with the interested parties, Reflecting this discussion,
none of the drafts of the authorizing legislation mentioned the NAC.

Much of Gant's time Tuesday and Wednesday, April 25th and 26th, was
devoted to seeing persons whose views were informed and who would be influen-
tial in any ultimate sclution. He digcusged DLF experience and preferences
with Toner and Hutchinson and also Arthur McGlauflin, DLF Assietant Director
for Operations, in a separate session. He went to see Secretary of the
Treasury Dillon. Dillon was somewhat protective of the NAC. The Secretary
explained that he was not opposed to the new aid agency being exempted from
NAC review or to the outright abolishment of NAC, but he did think that
retainirg the NAC review would probably be useful politically; {t would help
toward Congressional acceptance of the propesal for borrowing suthoxity from

the Treasury for development loans. In the eyes of Congress, the NAC was an

additional watchdog committee. If tle Administration proposed to borrow
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woney from the Treasury for development loans, thus minimizing required
Congressional review and action over them, Congress would surely be inter-
ested in asgurauces of proper use of the borrowed money. The NAC was one
such assurance. Gant also saw the Director of the EXIM Bank, Harold F.
Linder, Assistant Secretary of State for Economic Affairs, Edwin M. Martin,
and a representative of the Werld Bank, The sessicn with Linder high-
lighted the problem of coordinatiom between the new aid agency and EXIM and
conetruction of common policies 1f the NAC were abtolished. Gant tended to
favor coordinating and policy power in the hands of the new aid administrator,
on delegation from the Secretary of State., The Bureau of the Budget had also
suggested that informal discussions between EXIM and the aid agercy and aid
agency representatives attending EXIM Board meetings might facilitate coordin-
ation. On the other haund, discussion with Martin and others left Gant with
the feeling that the Administration had not yet thoroughly thought through
the relations of Bowles, George Ball, and Mart'n to the new eid agency,
including at what point guidance on foreign economic policy should be given
to the agency.

It was clear to Gant that the borrowing authoxrity from the Treasury and
its probable acceptability or lack of acceptability in Congress was influence-
ing the reactions of both Task Force and non-Task Force personnel on the
question of the NAC. The White House, Budget, Treasury, State, and most of
the informal group of the Task FPorce wanted to be certain that there were
adequate safeguards placed upor: the lending of this money so that Congress
would be reassured. Dungan, David E. Bell, Hansen and Dillon were in agree-
ment. Labouisse, John O. Bell, Tannenwald, and Coffin concurred. However,
Gant was caught in a double controversy. The White House and BOB wanted
the NAC retained for political reasons. In addition the 1FSG wanted to set
up a development loan comnittee that would specifically set policies for the

uew aid agency loans. On the committee for the agency, Gant was involved
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with direct experience in loan operations. With their backgrounds of having
been with the World Bank &nd the DLF, both Labouisse and Coffin felt that
it woulu be good practice to have a committee. Its functions would be
specifically tailored to the needs of the aid agency. Gant's reacticns were
predictable. Why , asked Gant, were both committees neceasary? Certainly
one should be enough. Gant's opposition to the committees stemmed from
his feelings that effective line operations would be thereby hampered. The
Adminietrator should be a person of such ability that he could be trusted
to carry out agency functions, along with his highly qualified deputies and
asgistants. Lisigon and advice were just as easily arranged through other
mechanisms than committees, and they did not pose the threat to respcnsible
action that committees did.

Little by little, Gant was losing the argument. He could not get a
meeting of minds eicher in favor of noc commiitees or just the NAC alone.
As he discussed the matter with Barrett and Howard Ball on Sunday, the 30th,
they all ceme to the conclusion that an agency commjttee in some form would
have to be provided, in order to satisfy the informal TFSG. They therefore
decided to put into the proposal the weakest possible '"in-house” committee,
that is, a comrittee made up of AID representatives only. Barrett and
Ball's first revised draft of the organizatlon and administration section
of the presentation volume contained the following language:

The Director of the Cffice of Development Financing will serve as

Chairwan of the Capital Finence Committee, on which the Controller,

the Director of the Office of Development Research and Agsistance

and the Assistant Administrator (region) will psrticiprte ae wem-

bers. This Committee will review and recommend 2oproval or dis-

approval of loans and grants to the Administrator. Loans and

grants will be evaluated on the bagis of their relationship to

the program of the applicant country. Approval of capital proj-

ects will also take Into account gtatutory criteria and the policies

promulgated by the National Advisory Council on International Mon-

etary and Financial Problems. The Administrator will sit as the

Agency's representative on the NAC.

George Gant had informal conversations with TFSG personnel on the committee

iseue in an effort to seak en acceptable compromise for it; he felt that
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perheps the Program end Legislative Drafting Groups as well as the Fureau
of the Budget might support a somewhat stronger in-house committee, thus
making an Interdepartmental hody unnecessary. The discussions with Sayre
and Price on May 3rd and 4th confirmed this reasening. Both were of the
persuasion that i1f a committee must be created, an in-house one would be
far preferable, or, in other words, do less damage to the underlying phil-
oserhy or approach that they and Gant saw as the crucial part of the pro=
posed new organization. A stronger "in-house" committee would help cut the
group from unde: those supporting an "outhouse" committee, or a committee
made up of representatives of several agencies. Therefore, glven the
pressures upon him and hls assessment of the situatien, he up=-graded the
committee, but still kept 1t in-house in character in the second revised
draft of the organization and administration section of the presentation
volume. The Administrater, himsel”, would be cheirman of the committee;
othervwise, the membership was not changed (see Chart 13). However, instead
of only reviewing and recommending, the committee would doth review end
approve and disapprove, "under a pattern of delegatiens established by the
Administrator." The NAC pruposals remained unchanged from the first revision.

On Friday the Sth, the informal TFSG examined Gant!s organization
proposals, and a debate on the committee was ene of the features of the
session. Iaboulsse backed the euthouse committee system -~ @ system that the
DIF had at that very moment end which wes common to the World Bank 2nd some
other international lending groups, also. His ressons fer doing 80 were
partly that he thought it was proper ~- a natural positien ter someone who
had been in the development loan field =~ and partly that 2n out-house
committee would help gain support for borrowing from the Treasury for longe
term development loans. Rather than cutting off the discussion and announc ing
his decision, labouisse let the discussion continue. Tannenwald backed

Labeulsse on the grounds that it was the politically expedient thing to do,
glven the attitudes of Congress.
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Sayre, who attended the meeting as did Barrett, spoke up for the in-house
approach, and John 0. Bell was sympathetic to that idea, also. Gant argued
long and hard. Once again he brought up the NAC issue, and the inconsistency
of having an out-house committee in addition. The reply was that tgjghzgge
the NAC through the aid legislation would endanger the borrowing authority
request, and perhaps it could be reviewed at some time in the future. How-
ever Gant was allowed to eliminate any mention of the NAC beginning with the
third revision of May 6th. The committee structure was another item placed
upon the agenda for eventual White House decision, but in the meantime, the
out-house concept hed tc be inserted in the draft legislation as well as the
presentation volume.

The week of May 8th, Gant developed a brief memorandum for the informal
TFSG ;nd the White House on AID's concept and organization, and it included
an outline of the new out-~house committce. The fourth revision of the organi-
zation and administration section of the presentation volume on May 17th
used identical language. Alsc prepared was a more specific memorandum for
the President on the issue of the Development Loan Committee. It was these
three documents that served as the basis of the discussion on the development
loan committee at the White House meeting on the 17th which was called for
the purpose of clearing up all remaining issues facing the Task Force. Once
again varying points of viaw were put forth, but Dungan and others indicated
that for reasons of political necessity -- the desirz to maximize support
in Congress for Treasury borrowing authority -- the out-house committee would
have to be chosen. Gant's counter-argument concerning the NAC produced at
least one result; the White Houge indicated that the status of AID and the
NAC would be reviewed after the legislation passed Congress.

Gant put the finishing touches on the presentation draft, and as it

finally was sent to Congress on the 26th, it provided:
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The Administrator will also be Chairman of the Development

Loan Committee. This Committee will have four additional

members: the Chairmen of the Export-Import Bank, the Assist-

ant Secretary of State for Economic Affairs, an Assistant

Secretary of the Treasury, and the Director of the Office of

Development Finaacing, The Committee will establish under

the direction of ths President standarde and criteria for the

Agency's development loan operations in accordance with the

foreign and financial policies of the United States.

No mention was made of the NAC. The final presentation volume language was
similar to that which George Gant had constructed the week of May 8th except
for twe items -- the Assistant Secretary of State For Economic Affairs had
been substituted for the Under Secretary for Economic Affairs, a decision,
reflecting the changing conceptions of the positiong of Rowles, Ball, and
Martin and related as well to the general AID-Stste relationships that had
also been one of the subjects of the May 17th meeting. In addition, Gant's
call for the loan committee to make “recommendations for a sound pattern of
delegation governing the lending authority' was eliminated. Such a clause
might offend sensitive Congressional ears.

Similarly, the general provisions of the presentation volume outlining
the role and function of the Office of Development Finance were a matter
that many persons felt would also intimately affect the reception that the
AID packege would receive in Congress, quite apart from the loan committee
decision. Consequently, Gant had to be guarded in his geographical approach
when it came to cutlining the details of development financing. One queation
for decision was how much authority was to be given to the regional assiste-
ant administrators concerning development loans and grants. Another was
whether the functions of the Office of Bevelopment Financing would include
more activities than just those narrowly connected with loans and grants.
Gant had been succegsful in keepirg the Program Development Group from
getting into these questions, despite their several papers on developnent

lending topics.

The Toner-Hutchinson reports, presented to Gant on April 27th and 28th
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had tackled both these points, Essentially, the reports recommended a
strong central Office of Capital Projects, with a large complement of
financial and engineering experts. The regional offices would not have an
adequate number of personnel with specialized skills to make all the judg-
ments necessary in this area; there were not enough skilled pergons available
to split thew up into four groups, one for each regional cffice. PFurther-
more, the need for uniform standards and criteria, and the desirability of
having technical decisiona made in an atmogphere removed from particular
regional and host country pressures, led the authors to recomuend a central
Office of Capital Projects that would have large powers of review and
approval or rejection of project proposals submitted by the regional offices,
both from a financial and technical side; preparation of a plan for imple-
mentation of the project to assure compliance with conditions that would be
esgential to its successful completion; lending of technical assistance in
carrying it out; and mouitoring of loans once they were made. These pro-
posals were accompanied by a detailed set of staffing requirements and
functional statewments of each sub-unit. To gupplement the line of reasoning
still further, Hutchinson, on Gant's requ:st, had checked iato practices of
the World Bank, EXIM, the Inter-American Development Bank, DLF, and ICA es
to the organization of engineering services. He reported:

In all these agencies the engingering services function is

set up in organizetion units outside the geographic organi-

zation units. Iaternally, the function is organized on an

engineering specialty basis.

Reasons for this type of organization are also uniform and

are stated to be (1) the necessity for consistency of ....

engineering standards, and (2) the critical shoertage of

engineering specialiges....
Biren's report also touched upon what he called the Office of Capital Financ-

ing, but he gaw the financial experts divided among the regional units,

although the engineering services would be centralized.
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On two points, Gant went along with the reports: guarantee of private
investment abroad, and stimulating private investment would be handled out
of the central Office of Development Financing on 8 service basis for the
regional bureaus. On the disposition of specialized pereonnel, Gant accepted
neither proposal. He was completely committed to a regional approach, and
he, Parrett, and Ball provided for development financing and engineering
experts in each of AID's regional bureaus from the very first presentation
volume draft on May 2nd onward.

One concession was made to the special nature of development fimancing.
To have four regional bureaus making grants and loans without review for
conformance to standards seemed untenabile, especially in view of Congressional
concern over adequate standards for the financing function. Unlike che
proposed activities for the 0ffice of Development Research and fseisteance,
thoge that Gant, Barrett, and Ball laid dowa for the Office of Davelopment
included the power of review for conformance to standards from the very first
draft, In the final version, the power of review was tied to the functionsg
of the Development Loan Committee, and while it was a far cry from the kind
of review Toner and Hutchison had in mind, it was also a far cry from the
powars of ODRA:

It (the Office of Development Financing) will review capital

assistance proposals prepared in the Regional Bureaus to

assure conformance with standards and policies established

by the Administrator and the Development Loan Committee.

Beginning with the fourth draft of the asuthorization bill on May 22nd,
the legislative drafting working party included provision fcr a development
loan committee. The Bureau of the Budget immediately sent it out to the
interested sgencies for further clearance. On May 24th the Department of
Commerce replied, saving that it hereby wanted to submit & claim for member-
ship on the Development Loan Committee. One of the hazards of an out-house
conmittee was thereby revealed: Where can the line be drawn on representation

on it? The bill submitted to Congress side-stepped this issue, as had the
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fourth draft, by providing generally that:

The President ghall establish an interagency Develcpment Lozn

Committee, consisting of such officers from guch agencies of

the United States Government as he may determina, which shall,

under the direction of the President, establish standards and

criteria for lending operations...in accordance with the fore

eign and financisl policies of the United States.

Ihe Repional Officen. The emphasis cn a geographical racher‘than a
functional basis of organization was a bart of George Gant's thinking before
he joined the Task Force, and one of the reasoss he accepted the assignment
was that both the President's Message on Foreign Aid and Labouisse's own
tendencies pointed, or could be interpreted as pointing, in the same direce
tion. By the end of the first full week of work (the week of April iOch),
Gant felt that the geograpnical approach held the key to one of the 1 ain
doors leading to foreign aid agency eifectiveness. Ho began to stress the
approach on frequent occasions,

There was nothing new in the controversy of functional versus geographic
units. It was a frequent cause of division among those concerned with the
foreign aid agency over the years. From the days of the Marshall Plan on,
foreign aid had been organized first on cne basie and then on another. How-
ever, since the days of Harold Stassen and the unification of several agen-
cies under him, ICA and its precedessor agency had followed a formal policy
of line responsibility in the regional offices with functional office advice.
In practice, this meant comcurrence by the functional offices also, since
the regional offices did not normally find it desirable to take responsibil-
1ty on their own when the functional units digagreed with them. Neither did
they want to appeal many such disputes to the Deputy Director for Operations,
Gant felt that it was stalemate between the two sets of offices and intermine
able consultation that led to slow action. No one geenad willing or able to

take action short of the Deputy Director for Operations.

As Gant saw it, the problem was three-fold: how to get clear lines of
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authority from the administrator of the agency through the regional offices
to the field; how to get persuns willing to take operational responsibility
in the regional ofifices and the field miszsions; and how to prevent the
functionol offices from infringing upon linc autherity in day-to~day admin-
fietravive relationships. Friday and Saturday, April l4th and 15th, Gant,
Barrett, and Price sat down to lay out some guidelines for the working
parties of Gant's group. All three men had come to favor a geographical
approach long before the Task Force had ever been conceived, and such an
approach was not much discussed but rather taken for granted. It was not
surprising then that one of the main assumptions that the men laid down vas
the following:

The agency will be organized on a geographical basis with the line of

command running from the administrator to the regional directcors and

from the regional directors to the field. Other units will be viewed
esgentially as scaff units responsible for sdvising the administrator
and the regional directors on their particular and functional speciale
ties and for providing those technical and administrative services
that can be aopropriately performed on a centralized basis.

Among the questions they raised for working party consideration were
what rank the regional directors should have, what functions the regional
offices should have, and how much authority should be vested in regional
offices relative to fund allocation, program review and approval, personnel
and contracts.

The three men reported that they predicated these assuuptions on theipr
reading of the President's Meseege. It had been a strong message in regard
to national planning by the host countries and country programming by the
ald agency. The former idea, particularly, had been supported by many of
the outsiders who came in with the new Administration or who served it as
special consultants, David Bell and Kenneth Hansen in BO8, rather than the
International Division; Labouisse, Milliken, and Gant rather than ICA;

Rostow and others in the White House -- these were ths mea that pusned the

national plan concept. Within State, Jorn Bell and others had become more



- 116 -
and more oriented in this direction.

The reasoning of Gant, Barrett, and Price was simple and dirett; with
a basic national plan, operations based on country programming by the aid
agency rather than operations based on series of projects were required.

LT country progiams were to be forthcoming, the regional offices must have
complets line authorily and bhe immeasurably strengthened, along with the
fiold miceions. This conclusion wag typically Gant, and had not been prev-
iously shared by all those who favorad national plans as the starting point.
Millikan, Coffin, and Rostow, for example, had strongly leaned to weak
regionel offices or a series of regional offices flowing from each func~
tional umit, with the reasoning that the national plan of the host country
would be the unifying factor. Country programs by a single agency were
unnecessary. John Bell had wavered in his support of regional offices.

The controversy over functional versus geographical units that preceded
the President's Message on March 22nd was primarily concerned with whether
the functional units such as those for development lending, Food for Peace,
the Peace Corps, and the techaical services should have their own regional
offices end field missions, or whether there should be a balance struck, with
centralized functional offices complementing unified regional offices and
migssions. Among the defenders of the balenced approach there were two main
points of view, some suggesting a concurrence or veto by both offices over .
acticn and some rzcomuending that the geographical unit have clear line
authority, but with advice from the functional offices. It was the latter
proposed relationghip that came to prevail by the time of the March 22nd
Message through an uneasy and 111 spelled-out compremise. There had been
almost no discussion of the fourth main alternative -- splitting up functional
staffs among the regional offices. Gant tended toward the third or fourth
of these alternatives.

W<th John Bell, Coffin, Millikan, and Rostow in irportant posts in the
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Twek Farce ov tho White House, the cards seemed to be stacked against the
Gant line of reastning stemming from national plans and countiy ptograms.

However, in late February and March there had been a sharp ‘wen poward wore

geographical empliacie omnng thase working on aid agency proposals, although
it was unclear if this meant more than a reaffirmation of ICA practice in
regard to functional and regional offices with more attention to national
plans and country programs. Gant was unaware of the positions that these men
had taken over the last three to six months, and his personality and method of
operation was such that he firmly held to the course he had set for himself,
excluding interference from the outside as much as possible. When and if it
was necessary to compromise, Gant was willing to do so, but this did not
prevent him from taking a firm stand in the interim. He was aided in his
determination by the fact that almost none of those who had taken different
stands were in a position to influence Gant's work, at least within his
group. Those associated with the Task Force were largely occupied with other
matters, especially the 1962 program. Then, also, participationm in the Task
Force modified and broadened the perspectives of bsch Coffin and Millikan.
The Task Force was constructing an actual organization, not working on a
theoretical proposal, and its responsibility was for the whole aid agency,
not just the development loan portion, Neither Ball nor Coffin wanted or
expected to go back to the jobs they had held prior to the Task Force, and .
this helped to keep the situation fiuid for Gant, too.

Gant had agked William Sheppard, ICA Regional Director for the Far East,
to carry out the working party assignment on the regions, and through two of
his staff members, Scott Moore and Donald MacDonald, the effort got underway
promptly. Sheppacd was critical of the lack of authority in ICA's regional
offices, and was therefore anxious to try to make a contribetion. Gant did
not wait for the working party report before enquiring into the subject him-

self, He could noc wait, for one of the kootty administrative problems
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presented by the organization chart that was current when he came was the
relation of the aid agency regional offices to the regional assistant secre-
taries of state. (See Chart 12). Since Gant had saved relations with
persons outside the foreign aid agencies for himself, he found it necessary
to meet with the several assistant secretaries of state individually to
solicit and hear their views. He also joined the Program Development Group
in conversations with some of the ICA regional directors. Some of the
regional assistant gecretaries argued that the aid agency should have no
regional offices, and that foreign aid should be handled through their owm
bureaus. G. Mennon Williams, former Governor of Michigan and Assistant
Secretary of State for African Affairs, was most forceful on thie point,
"If 1 haven't got control over foreign aid, what is there for me to do in
my area?" he had asked. Some of the assistant secretaries were going ahead
and making commitments without checking adequately in advance with ICA and
DLF and this was the cause of great concern within the foreign aid agencies.
The meetings with the assistant secretaries took place over a period of two
weeks, beginning on Friday, the 1l4th. The regional assistant secretaries
were never really able to penetrate the Task Force or Gant's group with their
ideas. They were more or less on the outside, looking in. They had no way
to moke their opinions known effectively nor were they unified in proposing
a single solution. They never got together as a gcoup for such a purpose,.

The division of authority between the regional offices of the aid agency
and the regicnal assistant secretaries of state had been a question ever
since the beginning of the American aid effort. Advocates of a separate aid
agency felt that foreign aid was a special function and needed the flexibile
ity and sympathy it would receive in its own organizational environment. They
feared control of regional and field operations by regular foreign service
personnel of State because they felt that such personnel was too committed

to old-style diplomacy and was not of a sufficient caliber and experience to
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handle foreign aid problems. There were also those who looked upon foreign
aid as a temporary or passing phenomenon, and therefore not appropriately
melded into State's activities.

Increasingly, interest had been shown in a long-range “'ideal' solution:
combine in state several functional offices -- foreign aid, political affairs,
economic affairs, information, and cultural affairs, all working through the
same get of regional assistant secretaries. Support for thie as an ultimate
objective was common. The Brookings Institution had made a somewhat similar
suggestion some time ago. The International Division of the Bureau of the
Budget subscribed to it as did Barrectt. George Gant and Ralph Dungan went
along wich this line of thinking, also. However, most persons of this school
of thought felt that the goal was unrealistic at this time and even undesir-
able, given certain political factors in Congress and the character of the
foreign service. Consequently, they tended to want to see the aid agency
take a form that would be as compatible as possible with a transfer in the
long distant future,

During the course of the conversations with the assistant secretaries,
Gant came to realize that there was a close connection betwegen his desire
for a geographical emphasis in the new aid organization and a solution to
the problem of the aid agency regional office~State regional assistant
secretary relationships. Everyone agreed that there should be straight line
authority -- the question was through what offices? 1f important line auth-
ority were given to the functional offices, the argument of the assistant
secretaries would be reinforced. On the other hand, if the line of author-
ity ran from the aid agency administratop through the regional offices
to the field, the assistant secretariesg' position would be untenable. To
those such as Coffin, Millikan, Rostow, or John Bell who might still be
thinking of the aid organization in terms of sgparate units administering
each of the several funds that were to be authorized, and yet who wanted a

substantial degree of independence from State, this line of reasoning might
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well be persuasive, Gant reflected. Furthermore, if the headg of the
re i.onal vffices were to hold their own in reletions with the assigtant
secretaries of state, they, too, must have the renk of assistant secretary.

Under these circumstences, Cent presented a few of his teatative cone-
clusicns at a meezing of the small informal ¥PSG on Tuesday, fApril 25th,
Three of the thivteen points that Gant outlined in a dittoed memovandum for
the meeting concerned the regional coffices. The central proposition was:

The assistance agency will be organized on a geographical

bagis with the line of commend running frou the administratov

to the four regional directors and from the reglonal directers

to the field. The regional directors will carry out the

aggictence program under approved pcliciecy and country pro-

grams, and will be provided with sufficient staff, competence,

and resources to exercise such authority. &taff services and

review functions will be centralized only wiien clearly neces-

sary for agency-wide coordinatica and efficient administration.

The suggestion that Gant made concerning the regionsl assistant secre-
taries was:

The assistant secretaries and their regional buresus will

participate in the review of annual country program pro-

posals for the purpose of assuring consistency with foreign

policv as a whole and with particular reference to sustain-

ing, as distinct from developuent, assistance .... Any

differences will be submitted tc the Secretary of State.

The meeting was very brief, and little was said about the geographical
ewphaslis; it was approved ia principle. More attention was devoted to the
relations with the assistant secretaries., The regional assistant secretaries
posed a greater problem, and all recogaized that some statement of policy
would have to be made in the presentation voluwe. The proposed policy went
too far, however, in proposing formal review of countyy prcyrams and amend-
ments thereto, and providing an sppeal to the Secretary of State, Such a
rigid procedure might hamper the new agency.

Three days later the Sheppard~Moore-MacDonald report was presented to
Gant. Sheppard had begun his work a few wecks earlier largely with & mod-

ified ICA regional office pattern in mind, strengthening the directors

moderately. As Gant made his own pasition clearer and che assurmption of
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strong regional offices was set forth, Sheppard and his staff responded by
developing what in their minds was a prototype meeting this requirement. It
assumed that because the agency would be organized on a geographical basis,
all “non-regional offices will be in a starf, service, or advisary capacity."
"All funds for country and regicnal programs and thelr overseas aupport will
be allotted to the regicnal directors or through them to field wissions; all
program and project approvals reguived in Washington will b2 made by regional
directors or the adrinistrator.... all types of resources -~ whatever their
form or source -- will be programmed and adauinistered as integral elements
of country progrems.’" The regional offices proposed viere wuch larger ones
than had prevailed in ICA. 1In addition to the country desks and program and
opararinse ufficas rhat vore present in the ICA reglonal offices, the report
recomuended large units for technical resources {contract, natural and
industrial resources, public secrvices, and loan gtaffs) and management
(personnel and other administrative and managemernt services) plus a legal
advisor., The stafiing pattern for each of the units was spelled out in
detail, and functional statements were included,

The Biren working party report did not go as far as Sheppard's. It did
not propose inclusion of as many management functions in the regional bureaus
nor as many technicel service personnel -- excopt those in the capital
Projects area. On the other hand, it included participant training as a
regional responsibility, while the Sheppard report did not.

As to the general direction of the Sheppard report, Gant quite agreed,
Sti11l, he and Barrett felt that it represented a suggestion to have a more
grandiose regional office with broad authority but without respongibilicy.
Throughout the report there was the dictum that the regional directors would
take action subject to "agency policies, procedures, and standards." These,
Presumably, were to be established by the general resource and mandagement

offices and the administration. Gant and Parrett felt that the main question
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was begged -~ how broad or narrow and how complete such policies and stand-
ards should be. They were fearful thdt with a statement of poiicy, such as
that in the report, the regional directors would still be looking to others
to tell them what action they shculd take, or for Juctification of the action.
In their conception, the regional diractors should make wmany of the policies
themselves, and be willing to take the responsibility that came with that
kind of decision.

Sheppard himself was unhappy with the original conception of his assign-
ment, since he felt that it emphasized what everyone had come to agree on --
the need for more line authority -- but it did not golve the problem of the
operationg within the regional offices. &Sven under the ICA scope of author-
ity, the regional directors were beset by all kinds of communications each
week -- thousands of reports came to the agency each day. What the regional
directors needed was assistance on how to stay on top of these reports and
at the same time push aihead with program implementation. Also, they greatly
required what Sheppard labelled a '"red light system," some means of guiding
or warning them coucerning the interests and requircments of the General
Accounting Office, the Inspeccor General's Office, and Congressional com-
aittees. He therefore appointed a gub-working party of two ICA officials,
the Regional Director for Africa, Marcus J. Gordon, and the Director of the
Office of Statistics and Reports, Frank M. Charrette. Their task was to come
up with a management reporting system that would aid the regional directors.
Sheppard did no: find Gant impressed with the problem, and nothing came of
the sub-report.

Gant, Barrett, and Howard Ball gave more detailed expression to their
own conclusions during the periocd of April 30th to May 3rd, when the rough
draft and first revision of the material for che presentation volume was
written after prolonged diacussion emong the three. They decided to call the

regional heads "assistant adwinistrators;" the latter, "through the
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ambaggadors and the directors of the AID migsions, will be responsible for
planning, conducting, and reporting cn the program of the agency within their
respective regions.”" The regional bureaus would have four maift ITuuctiona:

The first, and perhaps the most important of these functions,
is formulating the pattern of U.S. assistance programs....

The second function is the direction and support (Gant changed

this to "implementation" on May 4th) of approved projects and

programs.

The third function is to provide expert advice (oa development

‘in the area) and to expedite, follow through, and report upon

ltems initiated by the Mission Director.

The fourth function will be to provide the necessary admin-

istrative and support services that are not centralized in

the headquarters service end support staffs.
The Gant-Barrett-Howard Ball proposals obviously had one prototype in mind:
the regional bureaus of the assistant secretaries of state. The title of
the AID regional units (bureaus), the rank of the heads (assistant secre-
tarfes), and the functions of the bureaus were clearly designed to make the
ragional unitz powerful and prestigeful in their relations with the respective
Department of State reglonal counterparts. The first and second revised
drafts were spcclfic ae to the relations with the regional assistant secre-
taries of State:

It 1s esgential in the performance of their duties that the AID

Aspgistant Adminigtrators maintain dey-to-day working relation-

shipe with their counterpart Assistant Secretaries of State.,

These relationshipe will be facilitated by such techniques as

joint attendance at staff meetings, physical proximity of

officcs, and interchange of personnel.
Along with other provisions concerning relations with the Department of
State, these phrases were eliminated from the third revision of the organiza-
tion and administracion section of the presentation volume, following the
informal TFSG meeting of May 5th.

There was also discussion of the relationship nf the regional bureaus to

the Department of State. The International Division of the Bureau of the

Budget was concerned on this point., It had held a meeting on Saturday,
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May 6th, with David Bell to veview the Gant organizational proposals, and
Macy had been assigned the task of checking on relations of AID's regional
bureaus with the Department of State. It was agreed by BOB that it was
necessary to have country programs cleared through State's regional units., A

more difficult problem arose as to whom an appeal would be made if the AID

aitd Srnte wcplunal burvaue wera in disagrecment. (n May 8th, Macy wrote to
David Bell reporting that the division of respongibility among the under-
secretaries in State {Bowles and George Ball) was then so uncertain, at least
As to the future, that no office short of Rusk's could be definitely pinpointed
as the appropriate appellate office.

Several attempts at rephrasing the material for the presentation volume
were tried, and the language finally agreed upon said simply that the Assistant
Administrators would 'work closely with the Assistant Secretaries of State in
charge of the regional bureaus ,.. in formulating the annual program dociments."
More detailed relationships would await che appointment of AID offizials.
Gant's attempt to be specific in stating these relationships had failed, or in
Lthe words of a favorite Gant phrase, the statement of the relationship had
been "fuzzed up."

The Gant-Barrett-Ball proposals were also designed to make the regional
bureaus of AID powerful in comparison to the resource and management units of
the agency. The functional offices such as development financing and develop-
ment research and assistance were restricted to advigsory and facilitating
roles. They were to make recommendations on policy in their areas, provide a
few centralized services that could not be given to the regions, and provide
a pool ot specialized talent on which the regions could draw, The regional
offices had all the power and respongibility of decision. There was no implied
or informal veto power in the hands of the functional units. It was specified
that the AID regional bureaus would have functional specialists on their own

staffs in such fields as engineering, education, and public health, as well
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ae specialists in con.racc.ag end lending.

The recction tu the Gant yropusals on the regional offices in their
relation to the resource offices was both positive in support and highly
critical., Support came from the informal TFSG which reviewed the general
Gant orgenizetion, including the regional office proposals, on May 5¢th.
Similarly, che general White House review on the 17th found no fault with
the regionsl office conception. The feeling was that this was exactly
what was needed, and followed the desires of the President as expressed
in his March 22nd Message. Criticism came from many sides, beginning with
Gant's meet’ng with his working party members on the 4th and accelerating
after the general TFSG presantetion on the 9th. The administrative cen-
tralirsreg objected to so many staff and management servicee being diespersed
throughout four offices. The administrative purists raised the question
as to where multi-regional activities would be handled. Gant replied
that there were few such activities in any event, but that they could
be handled either through inter-regional bureau cooperation or through
the Office of Development Research and Assistance. (See Chart 13). Grady
becsme very concerned on this point and on May 25th wrote to Labouisse
that even if the Office of Development Research and Assistance did remain
in the eventual AID organization, at ieast one of the functions Gant had
given it should be broken out and orgenized separately. Technical liaison
with multi-regional programs should not be a function of ODRA. For con-
sistency, a separate line bureau should be created for multi-regional
activities. This would make the function of ODRA more unified and the line
organization clearer. The letter came too late. Objections were also
forthcoming from those who wanted organizacion to parallel the functional
approprietion categories, but these voices were weak by now compared to
an earlier day.

Opposition also came from the functionally-oriented persors in ICA
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and DLF. Like the others who objected, they had no way of protesting
effectively. Howeve:, in conversations and occasionally through letters
or memoranda, they defended the case for more powers for zhe functional
units and fewer for the regional. James Grant of ICA who had helped to
put into the discussions of February a recognition of the importance of
regional offices felt that Gant had gone too far in his regional approach.

The firxet revision of the organization ard administiration section of
the presentation volume provided that the assistant administrators would
“call upon available resources in the Office of Development Financing and
the Office of Development Research and Assistance" in formulating country
programs. Gant's second revision of May 4th chenged the languege to provide
only that they would "seek the views of" the two offices. A4s a last minute
change before the copy weat to the printer, Gant reacted to the criticism
of the functionally-minded persons by going even further in the opposite
direction -- he eliminated any mention of the two resource offices in
regard to country programs. He was fearful that eny mention of a country
program role for theam would result in their using it as & pxatext of
expanding their power.

The Gant interpretation of what constituted strong regions had

prevailed,
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The Field Missions. The emphasis that was placed on national plans

and country programs by the President and Task Force personnel had import-
ant implications for the prototype of a field mission that emerged, If
national plans and country programs were to be the basis of American aid,
the field missions must be given more regpousibility theu they had in the
past, compared to the Yashington offices, Gant reasoned. Furthermore, if
the host countries were expected to take initiative and help themselves,
the noncesity for large field missions wouid not be as great, especially
1f much of the assistance to the host countries could be carried out
through spccial consultants and contracts, Algso, Gant wanted no large
field missions promocing their own Projects geparate from the host country
national plan as had been the tendency in scme large wissions in the past,
The Gant-Barrett-Price assumptions laid down on April l4th and 15¢h merely
asked two questions: How would the field missions be serviced -- by their
own staffs or by that of the Embassy? What kinds of authority should be
delegated to the mission directors? The answer to the first question was
non-controversial: in very small missions, probably by the Embassy, in
larger missions, probably by the missions themselves. Cant's angwer to
the second query was certain as to direction -- there should be more auth-
ority in the field -- but not as to the exact amount,

The Gant position was made clearer at the April 25th meeting of the
informal Task Force Steering Group. The paper that served as the basis
for discussion indicated that Gant had his position fairly well defined
in detail:

Each USOM will have a small staff to plan, monitor, and account for

an approved country program. Additional personnel, particularly

specialists, will be provided only in terms of approved programs and
projects. The regional divector will provide professional staff to
assist USOM directors on an ad hoc basis, in the formulation and
appraisal of new programs and projects.

There was no question raigsed about the soundness of this statement at the

meeting.
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The ICA field missions were asked by Labouigse to forward suggestions
to guide the Task Force deliberations as early as April 4th. The replies
were routed through Grady's office, hut no summary of field suggestions
was prepared until June. Grady himgelf did prepare a short piece on field
office organization, based in part on his own ideas and in part on a few
reactions from the field, but Gant did not find it useful.

The thinking of Sheppard, Moore, and MacDonald as get forth in their
report of April 28th went along with that of Gant only up to a certain
point. They readily agreed that the mission director would have 'a wide
latitude to operate within broad delegations of authority," but given their
field operational experience and their contacts with the field, they felt
that most USOMs were not equipped to take on these new responsibilities
without a substantial increase in staff. Their research for the report
had been detailed,; and as they came to specify staffing levels and to
write functional statements, they felt that the corganizaticn and personnel
of the present field missions were inadequate for the new tasks. After
outlining the several augmented responsibilities that the field missiors
would have, they called for an increase in their staffs, “particularly in
the areas of economic, trade, and investment analysis; manpower require=
ments analysis; food programming; loan and financial analysis; analysis of
administrative capabilities of the host government; and advice to the
host government on economic and social development planning. Also, ‘'The
increased delegation of authority to the missions will require some aug-
mentation of mission competence -- particularly in the programming, con-
tracting, and legal areas." They felt that additional staff was necessary
even assuming that greater use would be made of ad hoc consultants and
contraccs. They recommended that the mission director have ''the support-
ing and administrative services required to fulfill his program responsi-
bilities including as appropriate those currently provided by the Department

of State” -- le., the embassies,
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Gant simply could not accept this position. Working on a more general
level of organizacion, he, Barrett, and Howard Ball produced a revised
draft of the organization and administration section of the presentation
volume by May 3rd that went in quite a different direction. The three men
called for country level administrative support to be integrated, either
in the USOMs or in the embassies, whichever seemed most appropriate in a
country. As for personnel, they saw no reasen why ai increase should be
necessary because of the enlarged delegation of authority. On the con-
trary, they called for only a 'small staff” dealing with progrem planning,
accounting, and administrative and logistical support. No 'balanced” struc-'
tures would be maintained -- a reference to each functional or technical
gervices unit wanting one or more officers in each country -- and special-
ized personnel would be located in the field only after a specific need
for them had been established by the national plan and country program.

The conclusion was striking:

This policy should result in a reduction in personnel at established
missions.

The rest was anti-climatical. The Gant position was thought unwise
by the old hands, but there was nothing they could do about it. The new-
comers who had arrived with the Kennedy Administration and the temporary
consultants were in agreement, especially in vicw of their emphasis on the
new self-help principle, the greater dependence on national plans and
country programs, and the expectation of far greater use of contracts and
consultants. The informal TFSG review on the 5th and the White House review
on the 17th went smoothly on this issue. The effect of the presentation
volume was thus to create a legislative record that a reduction in personnel
could be expected over che next year or two. And that was something that
the old hands, and the new administrator, would have to face.

The Role of the Ambassador. Closely allied to the question of the

field missions was that of the role of the ambassador. 1In proposing a
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unified aid agency on March 22nd, the President had said that work in the
field should be "under the direction of a single mission chief in each
country reporting to the American ambassador." By the time the Task Porce
got organized, those associated with the aid organization talked freely
of a clear line of authority running from the administrator througa the
regional offices to the ambassader and the mission director. Gant adopted
this point of view at the outset. However, the exact role of the ambass-
ador had not been spelled out, and it was not clear whether he was to be
informed of action or to constitute an essential link in the communication
and decision-making chain, There was general agreement that the ambassador
should take more interest in foreign aid; in the past, some of them had
actuslly been opposed to it,.

There were two ways in which the ambassador could take more interegt ==
and at the same time more authority and responsibility -~ in foreign aid
functions., First, he could use a series of informal devices, relying on
the voluntary cooperation of the several units that made up his country
team. Second, he could rely on his formal powers., The former he would
have to employ in any event, but they would be made more effective with
the latter. Without adequate iegal authority for the ambassador, there
existed a ready excuse, often used, for him "to be little more, and some=
times even less, than a general overseer of U.S. activities in his country,"
in the words of the BOB.

The legal position of the ambassador was clouded by the fact that
various laws gave to various department secretavies and other officers
certain powers over activities that weve to be carried out abroad. This
was true with the Department of Defense and the Department of Agriculture,
for example. 1In November 1960 an executive order had tried to define these
powers:

The several chiefs of the United States diplomatic missions in foreign
countries, as representatives of the President and acting on his
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behalf, shall have and exercise, to the extent permitted by law end

in accordance with such instructions as the President may from time

to time promu’ gate, affirmative regponsibility for the coordination

and supervision over the carrying out by agencies of their functions
in the respective countries.

The Bureau of ths Budget had played a central role in working out this lang-
uage with the interested agencies. According to the International Division:

This language was developed after months of the most detailed --

even tortuous -- discussions and consideratiocns, involving especially
State and Defemse, and was considerably weaker than that proposed
originally by State. State's Executive Order draft provided that

the ambassadors "shall exercise full power of coordination and direce
tion over all United States Government programs being conducted in
such country.” Among other changes, the wotd "supervision" was gube
stituted for "direction," the phrase "affirmative responsibility" was
substituted for "full power" and the qualifying phrase "to the extent
permitted by law" was added in the final version of the order.

With respect to the State version, the Justice Department raised the

legal objection that the language, taken literally, could be con-

strued to apply to statutory functions of the heads of Government

agencies and also to matters entirely unrelated to foreign policy.

One of the early questions raised with Gant by John Rehm of the legig-
lative drafting party was how, 1f at all in the aid agency legislation,
the role of the ambassador in regard to foreign aid was going to be ex-
pressed. The Gant-Barrett-Price paper on assumptions raised a supplementary
question: Will the administrator of the new agency be authorized to
Instruct the ambassadors? If not, at what point and how will regional
directors exert control over field operations? Gant eet these problems
dowvn as ~f high priority for the following week.

His first attempt to provide a detailed answer to the questions came

at the informal TFSG meeting on April 25th. The paper he nrepared for it

said in part:

The Ambagsadore will oversee the assistance programs in the field and
coordinate them with other U.S. programs. WSOM directors will be
selected by the assistance agency and receive their instructions
directly from the regional directors. Country programs will be re-
viewed by the Ambassadors before transmittal to the regional directors.
USOM directors will communicate directly with regional directors.
Copies of communications to and from USOM directors will be supplied
to the Ambassadors. Differences will be resolved in the first
inetance by the Regional Directors and Assistant Secretaries, and 1f
not at that point by the Secretary of State.
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Of course, the statement was far too detailed to be suitable for the
presentation volume or serve as the basis of a clause in the bill, but it
did prove to be a stimulus for discussion. Gant had tried to word the
proposal carefully to rake care of the ICA Director's feelings. However,
Labouisse expressed his views by using the cable system as an example, He
insisted that he wanted his own cable system, direct to the field missions,
and did not want to have to work through State and the ambzssadors. Others
were not so sure that this wag the right system, feeling that the ambassador
should be more in the center of communication -- and declsion-making. Gant
agreed with the latter position. Thus Gant and several other members of
the Task Force found themselves opposed t» the Task Force Chairman, and
they tried to bring him around to their way of thinking during the next two
or three weeks.

A few days later, the Bureau of the Budget's Internmational Division
offered to be of help. It came up with a statement giving the legal back-
ground on the powers of the ambassador, and suggested that a section of
the aid agency bill authorize the President ''to prescribe such measures and
dispositions as he may deem necessary to assure that international funce
tions of the United States are brought into harmonious action." With such
pover, the President could delegate to each ambassador authority to give
foreign policy direction to all U.S. activities in hig country and to see
that they were integrated into a single, unified plan. Gant included this
proposal on the agenda for the informal TFSG meeting of May 5th.

Meanwhile, the Gant-Barrett-Ball team had produced a draft of the pre-
sentation volume which also was to be discussed at the meeting. None of
the working parties had been asked to examine the role of the ambagsador;
the concepts on the ambassador in the May 3rd and 4th drafts stemmed from
the three men themselves. The May 4th draft provided:

In the field, country missions will report to the ambagsador, who,
as the personal representative of the President and the Secretary
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of State, exercises generzi supervision over all U.S. foreign

affairs activities. Ope-szcional regponsibility will be vested

in the director cf the czuntry mission who will receive his

instructions from Washington through the ambagsador.

The informal TFSG meeting on Friday, May Sth, found Labouisse in a
minocrity. He liked neither the proposed section for the authori:.ing act
nor the statement of policy for the presentation volume. He felt that the
position of the administrator of the aid agency would be untenable 1if
before comamunicating with the field or ordering action, he had to go through
an intermediary whom he did not appoint or control. He did not cbject to
keeping the ambassador fully infcrmed nor to the ambassador's working out

a unified country position if that were possible, but he wanted the right
to run his own agency with maximum freedom, Typically, given his approach
to administration, he neither ruled that these proposals should be get
aside nor prevented the discussion and debate from proceeding. Instead,
the issue was ultimately tagged as one that ghould o to the White House
for decision.

By now a consensus had developed in the Task Force, aside from
Labouisse, that the ambassador should be a major figure in foreign aid
adminigtration, with line responsibilities, The proponents felt that
this was the only way of assuring coordination among the several agencies
who performed functions which, while they might not overlap, at least were
intimately related to each other. Furthermore, if, in the words of the
President, "the difficulty which the aided countries and our own field
personnel sometimes encounter in finding the proper channel of decision
making'" was to be removed, this course of action was required. Rehm and
his group inserted provisions in the third and fourth drafts of the pro=
posed authorizing act (May 8th and May 22nd) stating that "The President
is authorized to prescribe, without regard to any other provision of law,
auch measures as he may deem necessary in order to assure that all activi-

ties of the United States Government in any foreign country are centrally
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supervised and directed in tha promotion of United States interests in
suchk country,’

In preparation for the meeting on May 17th in the White Hiouse, Ganrz had
written meworanda for the President on the few major issues that were
expected to arise, ilucluding the role of th: ambassador. The Bureau of the
Budget had circularized ihe third and fourth drafts of the propoged law,
and had received a number of comments back from the several interested
agencies, While not all written replies were in, BOB already knew that
both Defense and Agriculture cbjected to the powers -- especially the
directing power -- that were to be vested in the ambagsador.

Labouisse had not been entirely convinced that his original position
was wrong, and at the meeting he expressed some reservations about the
relations between the AID administrator and the country migsions if the
ambassador stood in between. However, the meecting affirmed a stronger line
role for the ambassador, since both the White House and BOB favored this
course of action, in addition to a majority of the senior Task Force per=
sonnel present,

Legal embodiment of this decision was a more difficult point. The pro-
visions in “he law were a gticky point with other agencles, and it was
decided that it would be easier to get a new and favorable opiniion from the
attorney general and to have the President take action on the basis of his
ample powers than run the rick of opposition by other departments to the
aid authorization bill. The offending paragraph was ultiwately removed by
Rehm, and no mention of coordination in the field or the role of the
ambassador was contained in the draft legisletion submitted to Congress on
May 26th.

The objections of Labouisse had been too strong to the specific working
of the presentation volume, and what with the decions of May 17th Gant went

back to his office and struck much of the language of May 4th, leaving only:
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In the field, country missions will report to the ambassadors.
Operational responsibility will be vested in nission directors.

Presidential action was not long in coming. Both the Bureau of the
Budget and the Task Force saw to it that the President's message trans-
mitting the foreign ald bill included sgpecific mention of the ambassador's
role. It was all that Gant and his Task Force colleagues could have asked

for.

The line authority will run from the Administrator to the Assistent
Administrators . . . and, through the Ambassadors, to the chiefs of
the AID missions overseas . . . .,

Thn ambassador, as representative of the President and acting on his
behalf, bears ultimate responsibility for activities of the United
States in the country to which he ig accredited. His authority will
be commensurate with his major respensibilities. Presidential action
has already been taken tu strengthen the role of our smbassadors

and further executive action is being undertasken to clarify their
responsibility andé authority.

The case had been won. Laboulgse accepted the decislon with grace

and argued vigorously for ambassadorial responsibility before Congress.

Office of Personnel administration. I there were any two things

that were predictable about the direction in which George (Gant would seek
to move when he was appointed chairman of the Organization and Administra-
tion Group of the President's Task Force on Forelgn Economic Assistance,
it was that he would favor a regional approach to organization and an
expanded, positive concept of personnel administration. While his feel-
ings about the superiority of the regional approach were reinforced by
his work with the Southern Reglonal Education Board and the Ford Founda-
tion after leaving TVA, his position on personnel administration stemmed
essentially from his experience in the TVA personnel office, culminating
in five years as the TVA Director of Personnel. He had main%tained his
interest In personnel administration over the years, and was a member of
the Public Personnel Association.

Basically, his approach to personnel was in program terms. He felt

that any organization needed a unit to assure an orderly flow of personnel
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to meet program needs. From this central proposition followed four
corallaries, Pirct, personnel offiqe of the new aid agency should have
8 positive, outgoing cpproach, It should marshal and strengthen the re-
sources of the country to make certain that they were adequate to meet
the needs of the program, Rather than veing staffed only by a group of
personnel technicilans and clerks, the office should have staff special-
ized in the various professional fields to carry out such & function.
Second, the personnel office should be the central unit for administia-
tive management in the agency, since the appropriate use of rarsonnel de-
pended on suitable arrangements in the organization and management area.
Third, personnel services should be decentralized to program units as
riuch as possible. Finally, the personnel office should be highly visible
~and prestigeful if these functions were to be Successfully carried out.

As he looked into the ICA, Gant found that the office of personnel
administration was merely one of several offices placed under the Deputy
Director for Management, John J. Grady. The other offices Grady super-
vised were management planning, security review, statistics and reports,
administrative services, and contro.ler, It seemed to Gant that the
office was rather buried. oOn closer inspection, he came to feel that
it also was not performing the positive marshalling or management func-
tions that he considered so important. He was not impressed with the
staffing of the personnel office. Part of the problem was conceptual,
he believed. The ICA Office of Personnel had not been given a role to
play in the larger versonnel plcture as Gant conceived it. In his prelimi-
nary conversations with Grady, Gant did not find a point of view concerning
personnel administration that was of the same dimension as his. Grady was
more concerned with details - the number of supergrades, per diem consult-
ing rates, or the education of dependents of Americans abroad. Grady

listed 26 of these items 1in the management area in a memorandum to Gant
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on April 20th that suggested patterns for the new legislation.

As he came to select a worting party to examine personnel adminis-
tration for the new aid agency, Gant decided that he needed outsids con-
Sultants to take on this assignment, not "insiders". The latter would not
see the forest for the trees. He had known James M. Mitchell of the Brook-
ings Institution for some years, trusted his Jjudgment and valued his exper-
lence. Mitchall had held personnel administration posts for about twenty
years at various levels -- city, consulting firm, state, professional
association, and national, serving as executive director of the Civil Ser-
vice Assembly for elght years and United States Civil Service Commissioner
for five. Gant designated Mitchell chairman of a working party on personnel
administration. As a working party colleague for Mitchell, James Fowler
of the International Bank for Reconstruction and Development was selected.
Powler was well acquainted with Richard Barrett, Gant's deputy, from UNRRA
days, Jjust after World War II. He also knew Scott Moore who was at work
on another of Gant's working parties. The Organization and Administration
Group was characterized by nearly everyone knowing nearly everyone else on
a first name basis.

The personnel system was one of the urgent priorities facing Gant at
an early stage, since whatever system was tc be recommended hzd to be rooted
in the proposed authorizing legislation. 1In turn, the nature of the Office
of Personnel Administration would be fundamentally determined by what kind
of personnel system was rccommended. The President's Message of March 22nd
had merely called for a new agency with the highest caliber personnel, and
did not reveal how such personnel were to be selected or managed. On Ajril
12th, John Rehm of the Legislative Drafting VWork Party sent a memorandum to
Gant listing a serles of questions needing answering 1f draft legislation

was to proceed. The first of these was what the basis employment authority
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for the new aid agency was going to be. Gant, Barrett, and Price were
also concerned on this point during their weekend conference of Anril
14th and 15th. They put forth the following question for study by the
working party:

Can the new agency utilize existing personnel system --

Foreign Service and Civil Service -- or will it require

the development of a new system? If so, what provision,

if any, should be included in the legislation?

To a consideratle extent, two querles reflected the thinking of
George Gant, for at this stage of his work he was actively exploring
the possibilities of a separate personnel system for an independent aid
agency. He did not feel that either the Civil Service or Forelgn Service
provided the kind of system that the aid agency required. The aid agency
had to have a system that facilitated entry at mid-career (often cal.ed
lateral entry), allowed for a relatively large proportion of high-level
professional personnel for what were often relatively short tours of
duty, and, produced a development-minded corps of personnel. The Foreign
Service was widely viewed as not especlally interested in national develop-
ment abroad and some persons went so far as to say that important segments
of it were actually anti-development, so committed were they to traditional
diplomacy.

Gant's thoughts about a separate personnel system to meet the unique
requirements of the aid agency were given @ rude shock on April 25th when
the informal TFSG went against his recommendation for a separate ald
agency. The ald agency was to be attached to the Department of State.
While it still was possible, theoretically, to construct a separate per-
sonnel system, since the agency was to have 1ts own administrative iden-
tity, the case for it had been seriously weakened. Gant's "{deal type"
of a separate aid agency with a separate personnel system had been turned

down, and he now turned to consider an alternative "ideal type" at the
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the other extreme - a completely Integrated personnel system. This shift
was the widest made by Gant in any area, and personnzl wes the only area
in which Gant directly experimented with ideal types.

The shift in Gant's thinking was in important respects attributable
to the work of Mitchell and Fowler. They had begun to conceive of a per-
sonnel system that would be completely integrated with the Department of
State and the Foreign Service. The ideal goal, in their opinion, was an
effective and flexible personnel system that would meet the needs of all
the foreign affairs agencies, including the Department of State, the
United States Information Service, and the aid agency. Such a systenm
would include provision for maximum interchange of career personnel be-
tueen 1t and other Federal personnel systems. The aid agenecy Office of
Personnel Administration would then become a part of a larger Department
of State unit.

Mitchell and Fowler met with George Gant early in the morning of
April 26th. fThey set forth their thinking, and Gant, with the results
of the April 25th informal TFSG meeting still fresh in his mind, found
the direction of their recommendations appealing. Given the fact that
the aid agency was to be a part of the Department of State, Gant felt
that an integrated aid agency made a lot of sense. It also accorded with
very long-range goals of actual integration of the aid agency into State.
He therefore decided to see what could be done in this direction. He
contacted appropriate officials from State, and pushed along a working
committee of State, ICA, and DLF officials in the personnel and adminis-
trative area to explore way: and means by which integration could be
achieved.

During the next few days, Mitchell and Fowler prepared the final
draft of their working party .2port. It was submitted to Gant on Satur-

day, April 29th. Entitled "Recommendations for Personnel Management, "
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it ran some 27 pages nlus a number of appendices. After reviewing a
series of previous studies and reports into the personnel system of the
Department of State and aid agencles, Mitchell and Fowler came to the
conclusion that:

In view of the progressive steps that already have been suc-

cessfully taken and the general agreement with which 2 unified

personnel system 1s considered desirable, we believe that now

is the time tc obtein legislative expression for the establish-

ment of the broad outlines of a personnel system unified under

the authority of the Secretary of State.
They felt that further study was not necessary; the time for action had
come. Assumlng necesSsary legislative implementation of the integration
concept, the authors set forth a proposed organization in which the aid
agency personnel system was to be administered through a speciul arrange-
ment with the Department of State. The Secretary of State, through his
Deputy Under Secretary for Administretion, and in tuen through the latter's
Director for Personnel Services, would be provided with two or more Deputy
Directors for Operations 1€personnel matters. One of these would be for
political and consular affairs and another for the ald agency. The Deputy
Director of Personnel for Operations for the aid agency would report
operationally to the administrator of the agency and administratively to
the Department of State's Director of Personnel. The personnel system of
the aid agency would be run in conformity to the standards and policies
laid down by the State's Diractor of Personnel.

Of all the working party reports, that on personnel management pro-
bably influenced Gant the most. He embraced ‘he goal of integration of
personnel systems in the foreign area as soon as possible, and worked hard
to that end. However, time was running out and proposals for legislation
and material for the Congressional presentation volume were due. As Gant,
Barrett, and Ball went over the proposed organization for the new aid

agency during April 30th-May 2nd, they felt that it was necessary to come

up with a formula that did not depend upon extensive negotiations at that
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time. The Mitchell-Fowler suggestions for an aid agency personnel
office subordinate to State would have made it mandatory to get the
approval of several persons in the Department of State to the coopera-
tlve personnel system. While explicitly accepting the goal of integra-
tion as soon as possible, the three men moved ahead with recommending
a separate aid agency personnel office with extensive povwers, at least
for the interinm. However, a paragraph of explanation was included in
first revised draft of the organization and administration section of
the presentation volume:
It 1is proposed that the personnel systems of the State De-
partment and the new assistance agency be integrated. Repre-
sentatives of the two groups are now at work to this end.
Such integration will provide assistance agency personnel
with opportunities and incentives needed to attract and hold
the best of them in professional careers devoted to foreign
Service. Rotation of assignmerts among State Department ard
assistance agency personnel will broaden the scope snd per-
Spective of both, add to the base of qualified personnel for
selection, and facilitate working relationships both in the
field and in Washington.

The discussions of ednesday and Thursday, May 3rd and Yth were
heavily devoted to the question of what personnel system was best.
Mitchell was present during meny o: the discussions, and set forth the
case for immediate integration moves. Both of the outside consultants,
Don K. Price of Harvard and Wallace Sayre of Columbia were against inte-
gration at this time, and Barrett more or less supported their views,
They were for a cautious approach. They thought that the ideal arrange-
ment would be amalgamation but that in the immediate future it would not
serve the specialized needs of the aid agency and would subordinate it to
the cld-fashioned notions of the diplomatic corps.

Gant, having originally started with a separate system in mind and
then having gone in Mitchell's direction of integration, began to soften

some of the languege in the presentation volume drafts in response to the

views of his advisers. The second revised draft that was presented to
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the informal TFSG on Friday the 5th contained markedly different langu-
age from its predecessor:

It is propoced that the personnel system of the State Depart-

ment and the new assistance agency be integrated in such a way

as to assure consistency of policies and standards to facili-

tate lateral transfers, and to provide the decentralized opera-

tions necessary to accommodate the unique requirements of each.

Rotation of assignments among State Dapartment and assistance

agency personnel will broaden the scope and perspective of

both . , . .
The informal TFSG did not take kindly to this proposal on Friday, but
there was insufficient time to cover the many aspects of personnel ad-
ministration during the late afternoon meeting, and so a special meeting
devoted to personnel matters was set for the following Thursday, May l1lth.
For this meeting, Gant prepared a separate memorandum on personnel manage-
ment. In distributing it, he also attached a copy of the Mitchell-Fowler
report, and indicated that he was in agreement with its recommendations
concerning integration. He added that it was his opinion that integraticn
could be accomplished by adininistrative action either at the Presidential
or Secretary of State level; legislation was unnecessary except for action
to liberalize the provisions of lateral entry into the Fereign Service Officer
Corps. Thus the IMitchell-Fowler call for a legislative expression of
views was unnecessary, he felt.

At the meeting on the 11lth, Gant argued vigorously for steps toward
integration. First of all, he felt that integration would provide cen-
tral policy guidance for a wider area of foreign affairs personnel in a
single system under the Secretary of State. Second, 1t would provide
career personnel for the economic aid program with the same status as the
career personnel of the Foreign Service. Third, it wo "d create a corps
of highly qualified personnel organized to meet rapidly changing situations.,
The arguments were forceful, and they were given great weight by the infor-

mal TFSG. The group agreed with the eventual goal of integration, but

suggested that it was somewhat farther away from realization than the



-5 .
proposed statement for the presentation volume indicated. This line
of reasoning was butressed by the fact that the preliminary negotiations
with the Department of State on integration had been going rather slowly;
the working committee was not bearing fruit. Furthermore, 2 number of
Tasl Force members felt that hurried integration without substantizl modi-
fication of existing State Department personnel policy would unduly hamper
the aid agency.

It was not just negotiation of Gant and Barrett with the Task Force
and White House that brought about changes in the presentation volwne
material on personnel. In the first half of May, Gant brought on to his
staff Melbeurne Spector, who had long been assoclated with ICA in high-
level field positions and had been helping out Coffin and the Program
Group. Spector's assignment was to work out the details of the personnel
system, starting with the Mitchell-Fowler report and the early drafts of
the presentation volume material. Spector favored integration only even=-
tually, not immediately, and he felt a separate personnel office for AID
was essential. The foreign policy specialists of the Department of State
were not adequate for the personnel needs of AID. One of Spector's prior-
ity responsibilities was to redraft the personnel statement for the presen-
tation volume. 1In doing this he worked closely with Herman Pollack, the
Deputy Assistant Secretary of State for Personnel. The final statement
was acceptable to Pollack, an importent consideration if the basis for
eventual integration was to be laid.

With Gant and Barrett concurring, Spector turned to the task of modi-
fying the language of the material for the presentation volume, in eccor-
dance with the sense of the informal TFSG meeting and his negotiations with
State. The fourth revised draft which was considered at the White House

meeting on May 17th contained the following language:
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After a careful review of . . . features of the current per-
sonnel situation, it has been decided that the development
of a serarate career system for AID personnel is unnecessary
and undesirablei Instead, i1t 1s proposed that the authorities
in the Mutual Security Act be retained as an interim step in
the development of an integrated foreign affairs system em-
bracing both the assistance and nonassistance parts of the
State Department. In the meantime, the personnzl systems of
the State Department and AID will be administratively inte-
grated in such a way as to assure consistency of pclicies
and standards to facilitate Interchange of personnel, and
yet to provide the decentralized cperaticns necessary to
accommodate the requirements of each. Interchange of assign-
ments among State Department and AJD personnel will be in-
creased . . . .
In addition to the added portion at the beginning of the paragraph, two
slgnificant changes had been made: "integrated" had become "administra-
tively integrated"” and “rotation of assignments" had become "interchange
of personnel."

Only one further change was made after the Uhite House meeting., The
term "Administratively integrated" was abandoned and the more general
"administered" substituted in its place. Thus, finally, more cooperation
and some coordination came to be accepted as the immediate goals and inte-
gration was made more futuristic. Furthermore, the proposed legislation
in its various drafts never toucheu upon the ouestion of easing lateral
entry into the Foreisn Service Officer Corps (which requires four years
of prior government service), the one aspzct of integration needing legis~
lative action.

However, Gant did not give up his determination to push integration.
He prepared a memorandum for Labouisse to send to Rusk recommending an
integrated personnel system for USIA, the aid agency, and State, and re-
commending further that a study be undertiken on how this could be brought
about. An outsider, such as Professor Frederick Mosher of Californis
should direct such an effort. But these efforts by Gant could no longer

affect the course of legislative action or the language of the presenta-

tion volume. The time for submitting recommendations to the Congress had



- 145 -
come.

The decision concerning integration or non-integration merely pro-
vided the framework within which a personnel office wouid operate. 1In
addition, it was also necessary for Gant to implement his concept of a
program - oriented personnel office, J+ith the four corallaries of a
more positive personnel policy, management planning, “ecentralization
of personnel services, and a more visible office. Throughout April,

Gant expressed increasing concern that the personnel office of ICA was
buried and was a relatively weal part of the operation. The TVA was

more and more frequently cited as an organizatlon that had a hard-hitting
personnel office. Anticipating the direction that Gant favored, Robert
Biren, Director of the Office of Management Planning of ICA and head of

8 working party for Gant came up with a recommendation thet included two
significant changes: it proposed elimination of an officer equivalent

to the ICA Deputy Director for Management, and it suggested combining the
functions of management planning and personnel management in one office.
The Mitchell-Fowler proposals did not touch upon either point,

There was 1ittle doubt in the minds of Gant, Barrett, and Ball as
to what course to pursue in regard to the Office of Personnel Administra-
tion as they began constructing the recommendations for organization and
administration of the new aid agency April 20th-May 2nd. A Deputy admini-
strator for management was not favored. Therefore, the personnel office
and other management offices would report directly to the administrator
of the aid agency and his general-purpose deputy. Thus Gant achleved his
desire to male the office more visible. Furthermore, he combined the
management planning and personnel administration functions; later, he
added a third functilon for the Office of Personnel Administration, namely,
that of evaluation. The office was thus made more powerful and prestige-

ful, and to the extent that personnel, organizatlon, procedures, and
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evaluation went hand-in-hand, a greater degree of coordination would be
achieved and xn office projected that would be more adaptible to program
needs,

Two other aspects of the proposed personnel office were decentralized
personnel operations and a more positive personnel policy, especially in
recruiting and training. Both were reminiscent of the TVA personnel
operations, and the former was actually justified by direct reference to
the TVA in the Mitchell-Fowler report. Each of the major units of AID
and each of the overseas missions was to be given substantial responsi-
bility for personnel operations. This idea was carried through without
effective ohjection into the final draft of the Congressional presenta-
tion volume by Gant. "The Office of Personnel Administration will pro-
vide decentralized personnel services through assignment of personnel
staff to other agency offices as needed." The enlarged role of the per=
sonnel office in regard to facilitation of program was also set forth.

A positive program of zction in personnel selection, training, and place-~
ment was outlined in the presentation volume, designed to "mobilize per-
sonnel resou. .es" to help assure "success of United States efforts in
assisting countries to obtain maximum growth." 1In general, "the position
of personnel administration 1s given greater welight in the new agency."

There were muted objections to all four aspects of the Gant Office
of Personnzl Administration. Some of these were expressed during Wednes-
day and Thursday, May 3rd and 4th, when Gant reviewed his proposals for
the benefit of the working parties. Hcwever, there was no way in which
those opposed to the idea could register their dissent, and those in a
position to do so such as the members of the informal TFSG were not es-
pecially opposed to the personnel office concept as it came to them from
Gant. There were so many pressing problems for the infcrmal TFSG to handle,

that the concept behind the personnel seemed to be one item that could be
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left to @ant. No further action was taken, and thus the presentation
volume went *o Congress with the proposals concerning the Office of
Personne) Administration essentially as Gant outlined them. Still, it
was uncertaln to what extent Labouilsse and the other Task Force members
completely understocd or unreservedly supported them.

The main role of objection fell to Grady, the Deputy Director for
Management of ICA. After the "Congress" meeting on May 9th at which
Gant presented all his proposals, there was rather general knowledge of
the organization and procedures that @ant was recommending. Grady re-
vieved the third revised draft of the presentation volume that served as
the basis for the May 9th meeting and found many things in it to which
he was bitterly opposed. Given his position as head of management in
ICA, he felt it incumbent to call to the attention of Laboulsse the many
shortcomings in the plan, including those in the personnel area. After
some discussion between the two men, Labouisse suggested that Grady pre-
pare a memorandum outlining his reactions to the Cant proposals. This
he did in & lcng 13-page memorandum on May 16th.

With wry humor, Grady began by saying, "Before commenting upon your
plan, I thought you might find it useful to have my cwn views as to the
significant management deficiencles in the current ICA organization," --
an obvious reference to the lack of consulting of Grady by Gant. He
felt that more positive recruitment was desirable and pointed out some
other deficlencies, and some of the reasons holding up their elimination, As
to the Office of Personnel Administration that Gant proposed, Q@rady was
unhappy with 1ts decentralized aspects. For example, he did not feel that
a logical division of responsibility had been made between the regional
offices and the personnel office in this regard. Instead, he observed
that there would be six or seven personnel authorities if the Gant 1idea

was carried out -- an untenable sltuation, in his opinion. Secondly, he
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strongly opposed the idea of management planning and fnalysis being lo-
cated in the personnel office. Calling it "inconsistent with generally
accepted views of administration," he pointed out, "my own experience
un
indicates that this marriage would probably be quitg/batisfactory." It
was mixing a staff and advisory function with a serviecing and operating
responsibility, he felt,
His heaviest fire was concentrated on the Gant proposal to eliminate
a position that would be equivalent to the ICA deputy director for manage-
ment. After reviewing the many organizational units that would report
directly to the general-purpose deputy and the administrator, he attacied
the problem head-on in the last three pages of the memorandum:
o « o By splitting the Management area into three separate units,
each reporting to the Administrator and Deputy Administrator, a
large burden of administrative decision-making for the agency as
8 whole wlll devolve upon the 0ffice of Administrator, In an
agency as complex as the Aid Agency, this workload burden 18 now
heavy and will unquestionably become even more formidable in the
future.
With personnel, finance, and logistics in three different units, Grady
felt that nowhere in the proposed plan was provision made to meet the re-
sponsibilities of developing correct procedures to rationslize and control
the three types of resources -- funds, personnel, and materigl -- belcw
the level of Administrator.
I do not consider 1t sound or realistic from a management point
of view tc expect the head of an egency to assume direct respon-
sibllity for the day-to-day coordination, guidance, and decision-
making required. . . . these are significant executive functions
which in ICA (and in many other organizations) are handled cen-
trally at a level below the agency head but reasonably high in
the organizatlion hierarchy to assure influence and acceptobility.
Gant replied to Grady in writing two days later. The major item
posed by your memorandum, he wrote, is the problem of span of control of
the Administrator. The problem 1s easily resolved, Gant declared, through

delegation, assuming simpler 1lines of authority as have been proposed.

The solution was definitely not tn impose another hierarchical layer between
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the Administrator and the organization. There is no span of control prob-
lem, stated Gant, "unless it 1s assumed elther that policies and processes
cannct be clarified and/or the senior staff cannot be trusted."

I am sure that you realize that the concept »of 'span of control!
1s complex rather than simple and should be determined by fac-
tors other than merely counting noses.

The exchange did nothing to cement relatlons between the two men, and
on May 25th, Grady took the additional step of sending a memorandum direct-
ly to Laboulsse on "Proposed Organization of AID." Three of the seven 're-
maining significant weaknesses in the Task Force Organization Plan® that he
saw were 1n the personnel leld. Personnel and management analysis should
not be combined. To do so, Grady felt, would divert the personnel officer's
attention to extraneous matters and cause him embarrassment in performing
hls service function. Secondly, sowe problem of span of control still
existed because of the lack of a deputy administrator for management, even
though the administrator's span of control was made morz reasonable by the
decision of Laboulsse to have two deputy Administrators instead of the one
thet Gant had proposed. Finally, the evaluation function was dispersed in
several perts of the organization, Grady reported, including personnel,
program review offices, and elsewhere. Responsibility for evalustion
should be centralized, and in any event should not be a part of the per-
sonnel offlca.

Grady had spoken &s an individual, but he represented many silent
volces within the existing organization, and even within Gant!s working
parties, volces that were silent because objection at this point might
be damaging to their careers ss the new organization was set up, and voices
that were silent because of no appropriate forum to make known their
points of view. The memoranda by Grady were far too late to affect the
Congressional presentation volume that was sent to Congress on the 26th,
but they helped to keep the issue alive on into the Summer and Fall with-

in the Task Force, ICA and, eventually, AID,
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Personnel Pollicles. Of all the matters affecting personnel laid

out in the proposed statutory provisions and the presentation volume, none
was more controversial than the two items of the system of personnel carry-
cver and the number of statutory end supergrade positions. Since the Task
FPorce had declded to create a new agency rather than just to modify an
existing one, 1t was faced with the necessity of deciding whether the em-
ployees of the aid agencles to be consolidated into the new orgarization
were to be carried over en masse or whether some reduction-in-force was

to be effected before such transfer. The last change ir Administrations
in 1953 had brought a major reduction-in-force, still referred to as
"Stassenization." President Kennedy had campaigned vigorously in regard
to securing better personnel for the foreign aid effort, and had pointed
to the necessity of weeding out the incompetents. Here was a major oppor-
tunity to strike forth for better personnel, many believed,

Congress had alwsys been very concerned with the statubtory and super-
grade positions, and 1t could be expected to scrutinize carefully any pro-
posed increase in their number. Such an increase was something that oppo-
nents of foreign aild could sasily latch onto for politicel advantage. And
it was a matter, Jjust as reduction-in-force, that required action by Con-
gress in the aulnusiciog legislation, not just the informing of Congress
by means of the presentation volume.

A third and only slightly less controversial matter was the graeral
staffing level for the new agency. Was it to have a general increase or
decrease 1in personnel? Congress would insist on knowing, and the piroposed
appropriations would have to take account of this fact. At the TFSG meet-
ing on April 20th, Gant presented a preliminary statement on "Personnel
Financed under the Ald Program" which had been prepared in memorandum
form before the meeting. The document was mainly concerned with staffing

levels for the new aid agency. In approaching the problem of the number
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of employees for the new organization, Gant felt that although there
would be requirements for additional employees as a result of new policy
areas or new units within the aid agency, many areas could stand fewer
personnel. Specifically, the large technical services both in Washington
and the field were orne place where economies in personnel could and should
be insisted upon. The new agency should be a modest-sized, hard-hitting,
flexible organlization. Therefore, he felt that it 41d not need additional
employees -- nor any substantial increase in supergrades and statutory
positions. The TFSG declded at 1ts meeting that the staffing level should
not in any case exceed that attached to the component agencles on June 30th,
1961. Gant hoped that thils number cculd be reduced. However, on May 18th
he reluctantly advised Laboulsse by memorandum that the proposed staffing
levels provided only a slight reduction in the total number of employees.
Still, to go to a strong regional organization and still propose a slight
reduction in the number of employees was cutting the effective number
sharply, since bullding four strong regional units would take more of
certain kinds of personnel than a functionally-oricnted agency would.

Gant purposely left the question of statutory positions aad super-
grades until the end of the pre-legislative period of Task Force work.
There had been many estimutes made as to the desirable number of each.

For example, Grady had oroposed in a memorandum to the Task Force in

early April that between 110 and 120 excepted positions or supergrades

were needed. This and other proposals depended on what was recommended
relative to forelgn service reserve officers. Authority to employ for-
elgn service reserve personnel for the aid agency in Washington before
going to the fleld was something that had long been sought and recommended.
More recently, Grady had endorsed such a move in early April in writing

to the Task Force and Rehm had raised the possibility on April 12th.

To the extent that such Foreign Service reserve officers were employed
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at top levels in the agency, there was no need for supergrades under
the Civil Service system.

Gant was content to let things ride until the proposed organiza-
tional framework was quite definitely set in early May. He then reviewed
it to see what personnel requirements were present; at this point, the
Jobs to be filled were clearly identifiable if the Gant recommendations
were followed.

He made no recommendations to the informal TFSG meeting of May 5th
on this topic. The third draft of the proposed authorizing legislation
on May 8th left blank the number of excepted positions and contained no
provision for foreign service reserve officers to serve initially in
Washington. He waited until a speclal meeting was called of the same
group on May 1lth. He presented rather modest figures for excepted posi-
tions, some 80 all told. He explained that part of the reason was that
he also recommended that foreign service reserve officers should be allowed
initially to serve the ald agency in Washington at least for a year, not
Just in the fleld as at present. If Congressional approval could be se-
cured for this step, Gant felt that the reserve officers should be used
to f111 the high professional jobs in the line units -- the regional
offices -- and that supergrades would therefore largeiy be a matter for
the non-regional office part of AID. The foreign service reserve officers
system should not be extended to the staff and functional posts because
normally the holders of these positions would not go to the fleld, Gant
reported. It was difficult for other members of the Task Force to argue
about numbers since they did not have the time to make a detailled survey
of the proposed orgsnization, unit-by-unit, Then, too, the 80 figure was
higher than current levels, and Congressional opposition to anything much
greater was certain. The informal TFSG accepted the proposal and with

1t the rather modest number of excepted personnel -- mndest, that 1=, in
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comparison to some proposals such as that of Grady!s.

By May 16th when the fourth revision of the presentation meterial
was 1ssued, Gant included his proposal for the 80 excepted positions.

As the result of decisions concerning the role of the Department of

State during the next few days, it was necessary to increase the number

to 85, and this was reflected in the fourth draft of the authorizing
legislation on May 22nd. Of the 85, 60 could be supergrades (i.e., high-
er than grade 15 of the general schedule established by the Classification
Act for the Civil Service in 1949). @ant also inserted a provision rela-
tive to foreign service reserve officers. The draft provided that "the
President may 1nitially assign personnel for duty within the United States
for periods not to exceed one year prior Lo assignient outside the Unitod
States.,"

Gant's estimate of the number of statutory positions had to be re-
vised upward as the proposed organization took more definite shape, also.
Originally, he had thought of only six statutory positions, the Administra-
tor, Deputy Administrator, and the four Reglonal Assistant Administrators.
Thus the third draft of the authorizing legislation on May B8th provided
for the six, one at the under-secretary level, one at the deputy-under-
secretary level, and 4 at the assistant secretary rank. In addition, of
course, the President would be able to appoint the chief and deputy chief
of misslons overseas. By the second week of May, it was apparent that
the Washington provisions were inadequate, and so Gant revised his figures
to 12 statutory positions -- an added deputy under-secretary rank for the
second Deputy Administrator, and 5 more posts at the assistant Secretary
rank, to include the directors of the three functional offices and two
of the directors of administrative offices. These provisions were
approved by the informal TFSG and the V¥hite House without much debate,

and first appeared in the proposed legislation on May 22nd.
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The White House review of excepted positions was not severe, and the
Gant proposals were approved with one alteration for greater flexibility
and cushion. It was decided to ask for permission to appoint forelgn ser-
vice reserve officers in 'lashington initialiy for four years, not just one,
before assignment to the fleld. With the greater flexibility achieved by
this modification, the White House felt that It could live with the pro-
posed recomizendatlons.

As the result of these decisions, the Administration asled Congress
for 12 statutory positions, an increase of four over those that had been
authorized for the agencles taken over by AID. Of the 60 supergrades,
five were to be for the Department of State in 1ts role as coordinator of
military and economic aid and 55 for AID, the latter representing an in-
crease of nine. In the presentation volume, Gant noted that "these addi-
tional positiond are required because of the need to .taff the top posi-
tions in the new research and development program and to strenghten the
personnel and financial management functions." However, a big increase
was somewhat hidden in the foreign service reserve officer category. With
the new authority for foreign service reserve officers contained in the
proposed leglslation, Gant reported that 32 positions would be filled in
these ranks at rates higher than those provided for GS-15, or at super-
grade levels. This was an increase from 20, "These positions will be
used to enable the reglonal bureaus to carry . . . additional responsibi-
litles . . . "

Despite his feeling that ICA was too big and sprawling and his desire
to keep thg;zzganization at a modest size, Gant was forced to recommend
11ttle or no reduction in personnel and more supergrades and statutory
positions 1n part because of the kind or organization he developed and
in part because of the general desire in the Task Force to upgrade and

strenghten the entire operation, especlally at leadership and the higher
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professional levels.

Gant also moved slowly in regard to the issue of reduction-in-force.
In early April it was apparent that nearly everyone both within and out-
slde the Task Force was operating on the general assumption that there
would be a reduction-in-force., It seemed a natural, ard, to most, a de-
sirable thing for a new Administration to do. The assumption was reflected .
cleaply in the memorandum that John Rehm of the Legislative Drafting Party
sent to Gant on April 12th. In listing the various questions that had to
be answered before a draft of the proposed authorizing legislation could
be complete, Rehm did not raise the issue of reduction-in-force directly,
but posed a question as to what kind of reduction in forcz was to be
brought about. That there was to be one, there was no doubt.

Another indication of such thinking had occurred in the Bureau of
the Budget a week earlier. A special three-man group from the Interna-
tlonal Division and from State had presented a memorandum to the chief
of the International Division on "Alternative Methods of Personnel Re-
views in ICA and Other Related Agencies." Here, the assumption was that
some method of separating undesirable employess was essential, and three
metiods were examined in detail. Pirst, a selection-out process could
be followed whereby under suitable legislative suthority that could be
requested, regulations could be set up to give the new ald agency more
freedom in getting rid of employees under the Civil Service system than
currently was the case. The group found such a course of action undesir-
able since 1t could not be used quickly on a mass basis without threaten-
ing an orderly career service service and its basic technique. A second
possibility was to glve special authority to the aild agency administrator
similer to that given by the Mutual Security Act of 1953. The administra-
tor would then decide who would g0 and who would stay when the new agency

was set up. The group found this alternative undesirable, also, since the
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onus of the Stassenlzation process would be a severe handicap placed
around the neck of the new administrator and agency. Finally, existing
agencies could be abolished and a new aid agency established, with the
personnel rights of the existing employees ending with the termination
of the life of the agenciles to which they were attached. A screening
device could be established to determine which employees would be trans-
ferred to the new agency. Of the three alternatives, this was the one
most favored by the group. Traditionally, the Bureau of the Budget
had been a strong defender of merit principles. In the Spring of 1961
it was caught by prlls in different directions: merit principles, a
percelved reed to elimlrate some of the weaker employees, and a possible
White House or even Presidential desire for reduction-in-force.

The Task Force Steering Group in an early April meeting decided
that a new agency should be created and existing ones abolished, and
this made 1t possible to consider the BOB memorandum's third alternative
seriously. However, Gant bided nis time. He was not at all sure that a
ma jor reduction-in-force was desirable, and in any event he felt that a
regular personnel system should be flexible enough so that it could pro-
vide for the elimination of weak or incompetent employees &as a regular
matter. There were others who sideqd with him in shying away from or
opposing & reduction-in-force. Many of those long associated with ICA
and the DLF did so. The leaders of the Task Force, John Bell and Harry
Labouisse, had no positive enthusiasm for a reduction~-in-force, although
at first they accepted its inevitability. John Bell felt that much of
the criticism that had been heaped upon ICA and foreign aid was neces-
sary for political purposes, for the establishment of new aid policies,
and for obtaining a higher level of dollar support for the program, but
that relatively modest changes in organization were needed and little

change in personnel, except in positions of legdership. 1In the course
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of the several months that he had been ICA Director, Labouisse had come
to be closer and closer to some of its personnel, and he felt Ehat most
of them were diing a very creditable job. Deliberate and taking the long
view, he thought that there would be adequate opportunity in the new or-
ganization to appoint capable people through regular means. By late April
it was apparent to Gant that there was some latent support for no reduc-
tion-in-force even within the Task Force. The main uncertainty was what
position the White House would take.

The Mitchell-Fowler report whicn was completed on April 29th bol-
stered Gant's positicn against a Stassenization or other special proce-
dure to eliminate unwanted employees. The argument was simple. The only
authority needed from Congress was to transfer employees from existing
agencles to the new foreign ald agency. For the rest, regular Civil
Service procedures would be adequate. There was flexibility within exist-
ing authority, the report pointed ou:., Nearly 30 percent of the field
staff of ICA was on probationary appointments, not having 30 months of
service yet; normal personnel attrition ran from 20 to 30 percent a year;
a8 number of employees were on loan from other agencies and could return
to them. For qualified employees no longer needed, a placement-out pro-
gram could facilitate their finding other suitable posts. For eliminating
marginal employees, the Civil Service Commission was prepared to help the
agency through regular prccedures, and these should be adequate,

To request special legislative authority to terminate employees
outside normally accepted rules wculd, we belleve, do three
things:
1. Encourage pressure for political appointments;
2, Make for disruptive morale among existing staff . . .;
3. Discourage high-quelity personnel from seeking em-
ployment with the aid agency.
With a single addition, the conclusions of the Mitchell-Fowler re-

port in this area were incorporated word for word into the presentation

volume by Gent, Barrett, and Ball. This was true from the first through
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the third revisions of the presentation volume, but thereafter the
material was considerably condensed and rewritten in the words of Gant
and his staff, but the substance was not changed. One addition was made.
There was no selection-out procedure for marginal foreign service reserve
officers such as there was for foreign service officers or those under
civil service. For some time Grady and many other in ICA had recommended
that this peculilar missing link be supplied., Since Gant was not able to
go along with the immediately integrated service recommended by Mitchell
and Fowler, he proposed that this missing element be supplied in the legis-
lation, and & provis.un to this cffeot wus inserted in the draft legisla~
tion withiout debate,

The provisions for transfer and termination or selection out were
the subject of part of a special memorandum prepared for the May 5th
meeting of the informal TFSG meeting., Essentially, the memorandum pre-
sented the arguments and language of the Mitchell-Fowler report at
length. At the meeting, Gant argued vigorously for not using special
authority for selecting out personnel ag had been done in 1953. True, it
was simple, the Civil Service Commission would be out of the way 1if that
were done, undesirables could be eliminated, and the new agency could be
glven freedom to hire new persons as great as 1ts freedom to purge 1itself
of unwanted personnel. To rely upon existing procedures might mean that
Some undesirable employees would remain, especially in the short run.
However, the unfavorable aspects greatly outweighed these considerations.
First of all, special authority to select out employces would result in
bad morale even among qualified employees; it would bring bad publicity,
threaten the career service, and reflect on the capability of career em-
ployees. It would also bring great pressure on the agency head so that
he might not be as effective in the {uture as he otherwise could be, To

use existing reduction-in-force procedures was the sound and prudent thing
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to do, would help build good morale, and would present the Democrats
with the political argument that they were better than ﬁhe'Republicans
had been in 1953,

Gant found much support at the meeting. Laboulsse, loyal to ICA
personnel in general and impressed by their capebility in most instances,
cast his lot for using regular procedures. He felt that should he become
the peqmanent director that he could work with most of the existing per-
Sonnel reasonably well; therefore, to raise the spector of Stassenization
was undesiraule. John Bell also supported the regular procedures on the
two-fold ground that not to do so would impair morale and that in any
event special procedures were un~ecessary. There would be enough flexi-
011lity so that the new Administration would have adequate scope for its
appointees. As 1t turned out, there was no Task Force split on the 1ssue
whatsoever.

Tha position of the Bureau of the Budget and the Civil Service Com-
misslon was predictable. Both supported regular procedures. While the
Civil Service Commission was not directly involved in the Task Force
work, 1t had been indirectly involved through Mitchell, and it was one of
the agencies that would be reviev’~z the proposed legislation before 1t
was submitted to Congress. Its possible reactions had to be glven weight.
The position of the White House was less subject to accurate prediction.
Actually, there was some unceriainty within the White House, but neither
Ralph Dungen or any other member of the White House staff felt that spe-
clal procedures were so desirable or necessary that a White House or
Presidential reversal of the opinions of the Task Force was called for.

In fact, Dungan quitc agreed that existing procedures could be satisfac-

tory 1f used vigorously. Yet whether they would be satisfactory would
depend upon the permanent administrator, and the vigor with which he

approached his assignment. Gradually, the feeling grew that Laboulsse
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would not take maximum advantzge or his rouars, and therefore the imple-
mentation of the reorganization might not be as thorough as would be de-
sirable and needed. Thus one of the unintended consequences of Gant's
successful challenge of the assumption that specisl provisions for re-
moving personnel would be Included in the proposed legislation was to
further weaken the case for Labouisse as permanent Administrator.

The President sent the proposed authorizing legisiation to Congress
on May 26th. The same day Labouisse sent a reassuring cable to all field
missions. After outlining some of the recommendations, he assured the
fleld that in regard to personnel transfers there was nothing new included
In the proposed legislation except for additional discretidnary authority
in regard to top key Washington officers. In any event, he reported, no
changes 1n organization or staff would be made until after the pass&age
0. enabling legislation.

Program, Budget, and Control. A positive, program-oriented approach

to organization can be applied to more than offices of personnel adminis-
tration and personnel policies. Central to management sre program, budget,
and financial controls. They can be unified in a single office with a
program orientation, or they can be divided, with separate program and
controlling offices, the former being the more positive element, the

latter the negative keep-out-of trouble pertion. On an & priori basis,
those having a positive approach to management tend to prefer the former
system, those having a stricter concept of management, emphasizing control,
prefer the latter. ICA had followed the latter pattern, with s Deputy
Director for Program and Planning in charge of planning, program coordina-
tlon, and Congressionsl presentation, and separately, a Controller under
the Deputy Director for Management. In addition, Congress had created a
third unit, the Office of Inspector General and Comptroller for Mutual

Security, which uas placed in the Department of State outside ICA in order
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to be an independent watchdog. Part of the Job of this office was also
evaluation of the foreign aid program. In addition, ICA engaged in pro-
gram evaluation through the Technical Assistance Study Group and other
units.

Gant's approach to management was te see program, budget, and fin-
ance as an interrelatec package, designed to implement the obJjectives of
an organization as fully as possible at the same time it helped an agency
to remain financially responsible and accountable. Evaluation was an
integral part of all administration, and thus no separate evaluation unit
Wwas necessary. FEach major administrative element had to engage in evalua-
tion of its part of the program continually, he bel‘eved, and over-all
evalnation would in turn be carried out by the higher part of the organi-
zation.

In the spring of 1961, there was considerable agitation within ICA
and State to give the new agency a strong volce in evaluation and contrcl
of 1ts program whether the separate Inspector General's Office remained
or not, Grady pushed hard for what he called "comprehensive self-evalua~
tion" in the new agency, for example. In Some ways, the issue of the
Inspector General's office was more prominent than the problems of reor-
ganization assoclated with some of the other aspects of management be-
cause Congress, having established the office, would scrutinize carefully
any proposal to eliminate 1t. If the proposed authorizing legislation
was slient on the point, Ccngressional committees were certain to bring
it up in the hearings. Thus it was no surprise on April 12th when John
Rehm asked Gant for a quick reply to whether a separate provision relating
to the Inspector General and Comptroller was to be included in the draft
authorizing legislation.

In the three weeks between Rehm's memorandum and the presentation

of his initial recommendations on the subject, Gant structured the several
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issues of program, budget, and finance in order of priority. The ques-
tion of the Inspector and Comptrcller General seemed to take precedence;
it was an 1ssue involving the external relations of the sid agency. The
Second step was to decide on the separating or combining oy program, bud-
get, and control functions within the agency. A third issue of lesser
importance was that of eveluation and its placement in the organization.
As 1t turned out, structuring the priority of the 1ssues in this manner
helped determine the sclutions that were recommended. Gant was favorable
to a stroug, unified office for program, budget, and finance functions.
It accordsd with his program orientation to management and it dovetailed
with the recommendations in personnel that he was developing. In addi-
tion, his working party under the directiocn of Karney Brasfield, former
Assistant Comptroller-General of the United States, began to go in the
same direction. By the time its report was issued on Saturday, April
29th, the working party had clearly delineated a position on all three
major items of priority, 1ln addition to sketching suggested requirements
for the entire financial management function. The decisions on the first
two items were combined: centralize the functions of the Inspector Genecral
and Comptroller and of the service aspects of program, budget, and finance
controls in the controller's office within the foreign aid agency:

We belleve responsibility for the functions of accounting, budgeting,

auditing, end liaison with outsiders involved in the financial manage-

ment area should be assigned to a Controller in the new agency's head-

quarters and the USOM Controllers.
Then the report specifically spelled out the procedure by which this could
be accomplished. It recommended that:

A. The Administrator reserve to himself the major decisions, both

program and administrative, particularly as between competing demands

of regiongl aress.

B. Based upon guidance from the Administrator (in the formulation

process) or an approved finencial plan (in the execution process) the

reglonal directors and USOM directors carry forward formulation and

execution of the budget within their own sphere of responsibility,
both program and administrative.
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C. The role of the Controller bas that of carrying out technical,
service, and coordinating responsibilities.

flere was clearly a proposal that gave to the line units of the new agency
the maximum program and budget authority possible. It gave to the Con-
troller's office primarily the task of assisting the line units in their
undertakings. In contrast, the Biren working party report to Gant in-
cluded a recommendation for both a Controllerts office and one for pro-
gram coordination.

In regard to program evaluation, Brasfisld report simply observed,
"We do not believe that a permanent program evaluation group would be
necessary." However, there was the procblem of Congressional concern in
regard to evaluation a's well as investigation:

It seems apparent thet unless the Administrator of the new agency

provides for this function on an in-house basis, external pressures

may develop for program evaluation to be accompli.hed by & group
outside the agency. The use of ad hoc grouys . . . appears to be

an appropriate and desirable solution . . . . :

The position of the Brasfield working party was an appealing one to
Gant. However, us Gant begar to have more of a feel of the political cli-
mate surrounding foreign aid reorganization, he began to have his doubts.
He and others of the Task Force tended to favor eliminating the Inspector
and Comptroller General if at all possible, since the ICG's position out-
side the agency was potentially very bothersomz to the smooth running of
the foreign aid program. At the same time, if such an office were to be
abolished, Congress would insist at & minimum that there be a watchdog
unit in the agency to help assure that the program was being managed fi-
nancially as beyond reproach as possible. The strong emphasis on the
watchdog function seemed to preclude a more positive program role for a
controller!s office. In his preliminary memorandum to the informal TFSG
on April 25th, Guant had 1listed six stalf services, one of them being

"financiel" and another being "budget and program coordination and pre-

sentation." While there had been no indication that he was going to
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recommend separate offices to‘perform each service, it had been appar-
ent that the two functions had not been malded together in his mind.

The Sunday session on April 30th of Gant, Barrett, and Ball resulted
in a recomrendation for elimination of the Inspector General and Comptroller!'s
office and a set of two offices within the aid agency, namely, a Program
Review and Coordination Staff and an Office of Controller. Thus internally,
the ICA pattern had been recommended:

The Program Review and Coordination Staff will assist the Adminis-

trator 1n the formulation and presentation of the agency's program

policies and budget and in the allocation of funds among the

various elements of the orgunization . . . .

The Controller will be the Agency's princinal fiscal officer. Hs

will be responsible for providing standards, controls, and services

in accounting, audit, budget, and investigative operations . . . .
The former was & positive program function, the latter more a negative
control responsibility. Gant had decided that to recommend two separate
offices was the only feasible alternative given the Congressional feeling
toward the necessity of a watchdog unit, and given the desirability of
abolishing the Inspector General and Comptroller's office and bringing
within the agency &1l financial functions. If there was to be any possi-
bility of Cengress accepting the recommendation concerning the Inspector
General and Comptroller, a separate Controller's office would be necessary
to serve as a quesi-independent check on the program units of the aid
agency, in place of the kind of check that the IGC was supposed to exer-
cise over ICA. A compromise with political expediency had been struck.

Given the precedent of the organization of ICA and the apparent de-
sirability of equipping the Administrator of the agency with a program-
planning staff arm, there wa3 no obJection by the informal TFSG to Gant's
proposal for a separate Program Review and Coordination Staff. The recom-
mendation to abolish the office of Inspector General and Controller for

Mutuzl Security in the Department of State was more controversial, although

the arguments for keeping it were entirely based on political Judgments,
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Because no one on the informal TFSG had real enthusiasm for the office,
its elimination was approved. The proposed draft legislation made no
provision for the establishment of such an office in connection with the
new aid agency. While the informal TFSG did not particularly share Gant!'s
priorities among the issues at stake, it arrived at the same conclusion
by a different process.

To strenghten the case for the Task Force recommendations, Gant and
his staff added three sections to the end of the organization and adminis-
tration part of the presentation volume in the fourth revision on May
16th. One was on program formulation and control, a second was on finan-
clal management, and a third on program evaluation. The theme was on
control, not program implementation as the writers would have preferred.
Particularly emphasized was control by Congress, and how it was furthered
by the proposed organization. On program formulation and control there
was this assurance:

In addition to providing the Administrator with the necessary control

of Agency activities, the country programs will support the Agency!s

budget and thereby provide the necessary controls for the President
and the Congress.
As to financial management, the presentation volume explained:

The Controller will report directly to the Administrator and will

provide him with an independent judgment on efficiency, economy,

and integrity of operations.

In regard to program evaluation, @Gant had followed his original feeling
that the several parts of the organization should each be responsible for
evaluation. He pointed out in the presentation volume draft of May 16th:

It is essential that the Administrator have the capability to assess

periodically the substantive quality of progress made and results

achieved under the various programs of the Agency. Several parts

of the organization will participate in the evaluation process.

He vent on to explain that the regional assistant administrators, the

Office of Development Research and Assistance, and the Office of Personnel

Administration would 811 have important functions of evaluation.
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In this form, the proposed presentation section on organization and
administration was approved by the White House on the 17th. All that re-
mained wes $o tighten the language a bit for the final draft, including
the elimination of part of a sentence that had given certain budget func-
tions to the Controller's office which were more properly the province
of the Pregram Review and Coordination Staff --- perhaps an unintentional
reference to a system that the drafters of the presentation volume would
have preferred to see.

There was little subsequent criticism of the Gant proposals before
they were presented to Congress. A number of persons expressed skepti-
clsm that Congress would accept them, especially the decision on the
Inspector General ard Comptroller. However, even Grady went along with
most of the proposals in his memorandum to Gant on May 16th. QGrady ex=-
plained that although he would prefer to see the Controller under a
deputy administrator for management,

» « o there are persuasive arguments in favor of having him res-

ponsible directly to the head of the agency. The best argument,

perhaps, is that the Appropriations Committee of the Congress may
prefer such an arrangement. If your assessment of the present
shortcomings in the ' A organization includes the Judgment that

the Controller does not have sufficiently strong volce in the

affairs of the agency, then clearly placement at a higher level

is varranted.

The major area of disagreement between Grady and Gant in the program,
budget, and control area was in regard to evaluation. Criticizing the
several different offices that had evaluation functions, Grady argues
that responsibility for evaluation should be centralized in one office.
"I believe such an office 1s essential as 1t would make one official
primarily responsible for all facets of program, personnel, and imple-
meritation evaluation.” To Gant's way of thinking, this was another ex-
ample of administrative centralization without sufficient reason; he pre-

ferred a system of evaluation more related to the program units. @ant

did not modify his recommendations, and the material went to Congress
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unchanged.

O0ffice of Management Services. After the @General Counsel, the Con-

troller, and the O0ffice of Personnel Administration were identified and
described, Gant, Barrett, and Ball found a need for a fourth maragement
staff office to provide certain administrative services such as systems
and procedures analysis, office services and paperworls management, auto-
matic data processing, statistical analysis and reporting, procurement,
supply and property management, and space and utilities management.
They proposed placing these miscellaneous functions in an office of Gen-
eral Services in the early drafts of the Congressional presentation volume.
After certain additional functions that had originally been allocated for
such an office were transferred instead to the Office of Commodity Assis-
tance in the May 17th draft, they decided tc rename the unit and in the
volume presented to Congress the title Office of Management Services was
used (see Charts 13 and 14)., This proposed office was rather noncontro-
versial in most respects. True, some of Gant!s most severe critics labeled
it a hodge-podge, without rhyme or reason. In truth, it was an office
that had the management services that were left after the other three
management staff offices had been thought through. The critics did not
see 8 clear demarcation between the responsibilities of this office and
some of the responsibllities assigned to the regional bureaus and the
Office of Personnel Administration; the presentation material was admitted-
ly brief and incomplete on this point. Most of the fire was concentrated
on two other proposed functions of the Office of Management Services, name-
ly, responsibilities in regard to participant training and those related
to contracting. These functions gave the Office all the more character
of 8 dumping-ground for miscellaneous activities,

The training of foreign nationals in the United States was officially

called participant training by ICA. Participant training proved to be of
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special interest to many persons as the Organization and Administration
group carried out its work. Purthermore, 1t was quite a complex aspect
of ICA's work. To a large extent this was true because of the many ways
in which 1t was being handled by ICA at thaet time: partly through a cer-
tral office, partly through the technicai service offices, partly through
agreements with the regular domestic agencies of government, and partly
through contracts with universities and private groups. Thus msny organi-
zations and individuals were concerned with participant training activi-
tles, and to the extent that any of them came into contact with Gant's
group, they were more than passingly interested in the subject.

Still, there was nothing in the early weeks of Gant's work to pre-
dict that this would be the outcome. None of the discussions of the Task
Force Steering Group centered on participant training. The senior members
of the Task Force were not especlally concerned with it. It required no
provisions in the proposed authorizing iegislation. The attention of
neither the Bureau of the Budget nor the White House was focused on it
at any time. 1Initially, Gant did 1ittle thinking about the problem of
how to handle participant training. However, given his experience with
the Ford Foundation, he felt that the trailning of foreign nationals was
something that the regular domestic agencies of government along with
contractors could do for the aid agency, rather than having the aid agen-
cy carry out such training directly. Still, the ICA program was huge;
some 7,000 participants came to the United States each year.

Much the same kind of situstion prevailed with contracting. There
was little concern about it within the normal councils of the Task Force
the closely related agencies, except in a few circles within ICA. The
contractrs themselves were highly interested in it, but they were not
greatly influential within the Task Force, except pbssibly through the

Program Development Group and Max Millikan and his associates, especially
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Everett Hagen and Samuel Hayes. Again, Gant had a tendency to want to
see the contracting device used extensively, Just as it was in the Ford
Poundation, since it would give the operations of the aid agency consider-
able flexibility and would tap additional sources of qualified personnel.
ICA already used contracting to an important extent. Of approximately
5200 Americans serving abroad under ICA financing, 2800 were ICA employees,
1800 were contract employees, and 500 were techniclans borrowed f'rom other
government agencies.

The first concern in the Organization and Administration Group over
participant training was evidenced in Toner's working party. John Corcoran
of Public Administration Service had been asked to study the technical ser-
vices, and quite naturally he became involved in participant training be-
cause the technical services of ICA were responsible for some of it. In
the course of his enquiry, he found the services of James Victory, Direc-
tor -of the ICA Office of Participant Training, of great assistance. The
latter supplied various charts and data.

Victory became progressively more and more concerned about what re-
commendations might stem from the Task Force in regard to participant
training. Consequently, quite independently he prepared a report on
various phases of the subject, and transmitted it to Corcoran, Gant, and
others on Wednesday, April 26th. It rather fully reviewed the existing
participant program, 1ts scope and complexity. Among the shortcomings
described were that the program was diffused throughout various parts
of the agency and even spread to several other government agencies, was
lacking in status or recognition, and was one that often had poor rela-
tions with colleges and universities that did much of the training.

It was, after 211, the major operating function of ICA in Washington.

The recommendations clearly foliowed:

(1) A1l offices and personiiel primarily concerned with participant
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braining activities should be centralized and organized in one

major organizationzl office under a sing’e director possessed of

the status ang authority to direct the operation in all its

aspects . . . ,

(2) All placements of participants on an enrolled or special

contractual basis in American academic institutions, whether for

undergraduate or graduate study, should be directly handled by

the new foreign aid agency 1itself and be administered by one

single unit within the recommended centralized office of parti-

cipant training.

The latter recommendation meant that the regular domestic agencies of
government such as the United States Department of Agriculture would not
be given authority to engage in such placements under ICA financial agree~
ments.

Two days later, on Friday, Corcoran submitted his report. It went
in the same direction np to a point since 1t called for concentrating in
a single office all “he participant training activities and contacts with
colleges and universities in regard to participant study programs. How-
ever, rataer than making the office a Separate, prestigeful unit apart
rrom other parts of the agency, Corcoran suggested that 1t be one of
the divisions of a new Office of Technical Resources, which would also
include the several technical services.,

The Biren working party report proposed a third course of action,

It suggested that the participant function be 8plit up among the four
regional bureaus, consistent with the strong regional type of organiza-
tion Gant was trying to evolve.

Thus Gant, Barrett, and Ball had three alternatives suggested to
them before they met on April 30th to May 2nd to work on the presentation
volume draft and a basic organization chart: g Separate, more powerful
office of participant training; participant training centralized in the
technical resources office (the nearest equivalent being the Office of

Development Research and Assistance in Gant's organization of May 5th);

and participant training as part of the four regions. They chose none
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of them. Instead, they tentatively placed participant training in the
Office of General Services, a management unit -- later to be called the
Office of Management Services. The decision was so peripheral to their
work during those three days that they had no time to think the matter
through. The only reference to participant training in the first revised
draft of the presentation volume was the simple term "participant train-
ing" listed as one of the office's functions; no further explanation was
given.

The reason for the recommendation was clear at least in part. Two
of the three recommendations made to them were clearly unacceptable to
the three men. The Office of Development Research and Assistance was
not supposed to be an operaticnal unit, and furthermore Gant wanted to
meke sure that the technicul services would never rise to a position of
major influence again. Therefore, Corcoran's suggestion was out, Vic~
tory's recommendation was also clearly not acceptable, since Gant was
trying to keep the number of major organizational units down as much as
possible, and he did not consider participant training important enough
for separate organizational status. The major decision facing the three
men was whether participant training should be attached to the regional
offices or whether 1t should be placed under the catch-all management
office. In the end, a marginal decision was made in favor of centralizing
responsibility for purticipant training in the Office of General Services.
The feeling of the three men was that to split participant training into
four regional parts would not be logical since the training of personnel
from all regions was heavily professional and in similer fields. Further-
more, Gant was determined to keep 2 consistent philosophy in connection
with the regionel offices, and since these offices were not to be opera-
tional, 1t would be better to put participant training in the catch-all

unit management unit.
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The discussions of Gant, Barrett, and Ball with working party per-
sonnel on the 3rd and 4th produced varied reactions to the tentative
proposal. Both William Sheppard and Joseph Toner, two of the working
party chalrmen, were agreed on one thing: participant training should
not be placed in the regions. To Gant, this meant confirmation of the
only other alternative acceptable to h’'m.

The inf'ormal TFSG meeting on May 5th was attended by D. A. Pitz-
gerald, the Deputy Director for Operations of ICA and the person
Labouisse had selected to run ICA during the perlod of the Task Force.
After taking a quick look at the proposed organization, he commented,

"I see you've centralized participant training." He was opposed. More
broadly, he felt that Gant had been unaware or the significance of the
participant training function. The scope ané complexity of participant
training illustrated this significance. To place the function in a divi-
slon of a catch-all Office of General Services was to fall to give 1t
the recognition 1t so badly needed. At the same time, Fitzgerald felt
that the technical services, which he also defended, should play a role
in participant training. Thus he was against the proposal of the Gant
group for two reasons -- centralization and placing participant training
at a low level in the hierarchy. The issue was not Joined at the meet~
ing, however. Other persons present were not especlally interested in
the 1ssue. Nor was it jolned at any time later; there was no occasion
to do so.

It was not until the fourth revised draft of the presentation mater-
ial on May 16th that a further explanation of participant training appeared.
The Office of General Services, i1t was explained, would provide the region-
al bureaus with support and service in a few areas. "These include parti-
cipant training, where the 0ffice will perform the ministeriel functions

associated with the transportation and personal arrangements for foreign
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trainees + . . ." The concept was apparently that the actual training
would be done outside AID -- in the regular domestic agencies and in
regular colleges and universities.

As for contracting, little systemstic thought was given to it be-
fore tha prasoutation to Congress began. Various working parties got
into pleces of the Subjeot, but centrally it wss technically assigned
to Gant's working party number 7, which was never launched. The paper
prepared for Gant by John Ohly of ICA discussed the usefulness of utilizing
privete associations, curporations, professional groups, universities,
foundations, and state and local governments in the foreign aid program,
but carried no recommendations. In addition, one of the consuitants of
the Coffin group prepared a 15-page memorandum on "Respective Roles for
Direct Hire Personnel and Contract Services in Overseas Ald Mission
Arising out of Proposed New Programs." It was never the subject of dis-
cussion of the Program Development Group, and Gant merely received a copy
and filed it away for future reference. The Interest of Coffin’s group
in this topic was only natural, since among its regular consultants at
least four -~ Millikan of MIT, William B. Dale of the Stanford Rescayrch
Institute, Samuel P. Hayes of the University of Michigan and the Founda-
tion for Human Benavior, and Everett Hagen of MIT -- had written or pre-
viously spoken out on the topic or participated in ICA contracts. Gant1s
team had no comparable individuals with the exception of Corcoran. Decl-
sions on personnel cellinzgs for the agency as a whole thus had to be
made without the benefit of detailed consideration of alternative ways
of carrying out the aid and assistance function, and consequently, the
arguments of tha school of thought ravoring much more of th aid function
being farmed out to groups outside of the aid agency were not fully con-
sidered. Furthermore, the structuring of the contracting function within

AID was never examined in detail.
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Two of the working party reports contained detailed recommendations
on contracting. Biren’s report included contracting as a function of
the regional offices, as was logical given the regional type of organi-
zation he was trying to sketch out. Corcoran placed concracting within
each of the technical scrvices divisions of his proposed Office of Tech-
nical Resources. A third alternative was represented in the vie.s of
the ICA Office of Cuntract Relations, whose personnel were yigorous
defenders of a centralized contract office.

Gant and his associates found it easy to reject both the Corcoran
and contract office suggestions for familiar reasons: their anti-teche-
nical services and anti-administrative centralization attitudes. The
Biren plan was appealing because it fit into a regional emphasis.

The initial drafts of the presentation material did not mention
the subject of contracting except in passing 1in connection with several
of the offices. Most significantly, the reglional offices were described
a8 units that would have speciaslists in contracting operations. By im-
plication, the Office of Development Research and Assistance would, also,
and the Office of General Services would contract for the management
offices. No provision for a central contracts office or for egency-wide
contract standards was made.

After the "Congress" meeting on May 9th at which the Gant proposals
were explained to & large group, including many ICA personnel, those most
familiar with contract work began to insist that contracting could not
be decentralized in this fashion without Some measure of central standards
and/or controls, Those in charge of the Office of Contract Relations of
ICA were especially vigorous in expressing their views. Gant and Barrett
could see that some measure of central coordination of contracting was
desirable, as long as it did not hamper the program units or take away

their legitimate authority. Therefore, in the fourth revised draft on
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May 16th, ancther specialized technical area in which the Office of Gen-
eral Services was to provide the reglonal bureaus with support and ad-
vice was contract administration: “"The Office will provide a focal point
for the development of standardized contract processes . . . ." The essen-
tial pattern of decentralization of contracting remained, however.

There werc few who wanted to object to these recommendations and
no way to do so effactively., +the coniractors were not in on the matter
ant tholr opinions were not solicited at this point. ICA personnel who
wanted co change the contranting recommendations hud no mechanism to0 use.
However, Fitzgerald, Grady, and the Director of the Office o Contract
Relations all felt that they mijght affect the course of the recommenda-
tlons concerning contracting in the future, after the Gent group had
disbanded.

Grady went ahead to indicate his objections to both the contracting
and participant training program proposals, at least for the record, and
elso in order to form a base for counter-action for the future. In his
memorandum to Gant on May 16th, Grady was exceedingly critical of the
O0ffice of Genersl Services:

The menagement rationale underlying the clustering of the several

specified func®ions into thls one office is not readily apparent

to me. There are certain issues which your proposal for this

office creates, especially in view of the arrangements you pro-

pose for other organizational entities in your plan.

The inclusion in this office of the function of participant

training for the agency as a whole appears to be inconsistent

with the provision made for contract services. I believe that

both participant t.aining and the contracting function should

be centralized. The real problem is to make them more quickly

resposive to the operating requirements of the Regional Bureaus

than has been true in the past. If one of the offices were to

be fragmented, logic would call for it to be the Office of Parti-

cipant Training . . . .

Inadequate agency performance in contracting . . . , recently

much improved, 1s not by any means the total fault of the Contract

Office. It 1s rather the past failure of the General Counsel, the

Contract Office, and the Operations offices to develop a meaning-
ful liaison in this important effort; to correct deficiencies with
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dispatch; to identify and acknowledge responsibility for failure;

and to assign specific responsibility and concomitent authority

to one or another of the units involved.

In a memorandum to Lawouisse on May 25th he repeated his recommendstion
that both participant training and contracting be centralized.

The Office of Participant Training registered its objection to the
proposals affecting 1ts program, also. At the end of May, it issued a
report by David Tilson, the assistant director. It once again analyzed the
participant training program and its needs and concluded:

A centralized office accorded inadequate recognition and status

will not suffice . . . . It should be placed on the same level

as the three program and four staff offices in AID. Its dirsstor

should attend the executive staff meetings cf the Agency.

He criticized the pending proposal as burying the function in the Office
of Management Services. Only high status will make it possible for the
participant training unit to marshall outside resources for the program,
he concluded.

The objections were in the record, but they did not affect the

content of the presentation volume.

Congressional Llaison. One further issue had to be met, although

1t did not contume a great deal of the time of the Organization and
Administration Group. The dual functions of information to the public
and relations with Congress that have to be provided in some manner in
every government agency. Gant, Barrett, and Ball had come up in the first
revised draft of the presentation material on May 2nd with an Information
Staff that would hsndle such matters. In regard to Congressional liaison,
they had stated that the Information Staff:

» « « Will serve as the primary channel for obtaining and trans-

mitving replies to Congressional correspcndence and inquiries,

with two exceptlons; program matters will be reserved to the Pro-

gram Review and Coordination Staff, and legislative clearance

matters will be reserved to the General Counsel.

Once agsin, Gant and his associates had gone in & direction contrary

to that advocated by Grady. Grady hed been concernsd for more than a year
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over the poor relations between ICA and the Congress. He felt that a
much larger office for Congressional relations should be established
that could handle these matters on a truly professional basis. ICA
merely had a small cffice of four persons handling only a part of these
responsibilities.
Grady extended his argument at some length in his memorandum to
Gant on May 16th. 1In ICA,
The three principal facets of Congressional relations -- presen-
tation, response to investigeations, snd day-to-day liaison -=-
have not been combined in 2 strong office responsible to a single
high-level officlal. Such an arrangement 1s considered essentisl
in many fedsral agencies; it is paremount in this and the proposed
new agency.
He then turned to Gant’s recommendations:
Your paper does not propose the escablishment of such an office.
In my view, creation of such an office warrants the most careful
consideration, The DD/M(Deputy Director of Management Office)
rationale for such an office was developed and forwarded to the
former ICA Dinector on May 31, 1960. The proposal is attached
for your consideration.
He reaffirmed his position in the memorandum to Labouisse on lMay 25th.
Gant did not buy the line ¢f reasoning presented by Grady. It was
inconsistent with his concept of the function of the Program Coordins-
tion and Review Staff,and in any event, he was not at all sure thet Con-
gress would find such a8 large, sepurate office palatable. However, in
one small way Grady did help to influence the final outcome of the Gant
proposals. Ihile failing to change the responsibilities of the Informa-
tion Staff i any way, in the final presentation to Congress the name
of the unit was at least altered. It became the Information and Con-

gressional Liaison Staff.

Relaticns with Other Agencies. Throughout his work, Gant was in

contact with many of the regular domestic agencies of the government.
Food for Perce required contacts by Gant with the Department of Agricul-

ture, the development finance ares had brought him into touch with the
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Treasury, personnel problems touched the Civil Service Commission, and
80 on. 38till, there was one subject concerning which relatively few
contacts were made with other agencies.

Over the years, the regular domestic agencles of government had
played a greater or lesser role in participant training and in sending
techniclans abroad depending upon the swings in policy of the aild agency.
At some points in time the principal aid agency had taken all onto itself;
at other times, the domestic agencies had much of the initiative. ICA
had steered a course with a subastantial emphasis on carrying out its own
program,

With the coming of the new Administration in January 1961, the
President's major appointments to cabinet and other posts were of men
who had 8 strong interest in the international aspects of their work.

One by one the internatlonal divisions or other units of their agsncies
were strengthensd, end they selected staff aides for this aspect of
their work. With the onset of a new Administration, there were many
things to do, and at first the new officiasls of the regulay domestic
agencies were not very specific as to their desires as far as the new
ald agency was -oncerned. They favored more participation by their
agencies in foreign ald, but this general expression was not glven par-
ticular meaning.

Meanwhile Gant and his group became more and more committed to the
idea of a separate aid agency, making use of the various resources of
the country, including regular domestic government agencies, private
groups, and others, as well as direct hire. @ant had had no time to
follow through on his original idea that perhaps the new aid agency could
greatly reduce its personnel by utilizing such sources of talent as these.
Since within the Task Force group he had reserved to himself the relations

with the several agencies of the government, no working party devoted
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itself to this topic.

The verious interested domestic agencies had been represented in
the large Task Force Steering Group, but they were not effectively re-
presented in Task Force decisions after the TFSG disappeared from the
scene 8s an effective force. While they had thus been excluded from
the immediate Task Force environment, they could not be excluded from
White House or Bureau of the Budget circles. The proposed authorlzing
segislation would be circularized by the latter to all interested agencles.
In addition, officials of cabinet rank had to be reckoned with by the
White House staff -~ and, 1f they were not satistied there, they could
easily app=al to the President.

The 1ssue of the aild agency's relations with the regular domestic
agencles of government was not uppermost in the minds of Gant, Barrett,
and Ball as they formulated their recommendations on April 30th-May 2nd.
There was no specific mention of the role of other departments in extend-
ing foreign aild in the presentation volume material they prepared. As
the first two weeks of May evolved, there was opportunity for Gant and
his colleagues to fill in missing items in the presentation draft.

Furthermore by this time three other developments were having their
effect. First, the regular agencies had finally began to c¢lsrify their
demands. Led by Agriculture, Commerce, and Health, Edur~tion, and Wel-
fare, they not only expressed an interest in greater participation, but
they also were no longer satisfied with just a ministerial role. They
wanted to be in on the planning and formulation of the program of the
ald egency. Secondly ICA and the yet-to-be formed aid agency were in
8 very weak position to defend themselves, There was no perscn of cabi-
net rank in ICA who could present its point of view. Even at a lower
rank, its director was only temporary. Thirdly, Gant's proposals wvere

by now general knowledge. The demise of the technical services left
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the regular domestic agencies as the sole powerful representatives of
the various professional groups involved in the domestic activities of
government such as agriculture, heslth, and education. They thus were
in a position more powerful than ever before.

These factors combined to lead Gant to insert in the fourth revised
version of the presentation material some three paragraphs on the rela-
tionships of AID with other federal agencies.

The Agency for International Development will combine in one agency

the major existing agencies and programs of foreign assistance end

integrate in one operation the major tonols of assistance . . o «

This organization for forelgn assistance 1s in contrast to the

alternative of authorizing a variety of departments and agencies

to plan and conduct overseass development programs along functional
lines . . . . In order to 8ssist countries with their own programs
of development, AID must be gble to determine and provide the
smounts and kinds of assistance in combinations of loans and
grants, commodities and technical assistance to get the best re-
sults,
There was no doubt that Gant's devotion to a single agency had priority
over his concern with involving other government departments. He was
opposed to other fede: 1 agencies having program or policy control of
foreign ald. However, AID would seek the advice of the domestic depart-
ments in relevant fields, the draft reported. And it would utilize the
services, experts, and technicians of such agencies on a reimbursable
basis in carrying out i1ts program, just as it would the services and
personnel of private groups and state agenciles.

Such a statement did nothing to satisfy the nasceht desires of the
domestic agencies. It confirmed their fears that AID would simply ask
them to perform ministerial tasks if and when the mood struck it. Fur-
thermore, another provision of the fourth revised draft and a part of
the proposed authorizing legislation alarmed them still further. The
bill included language to free the President to delegate to AID rather

than to the Department of Health, Education, and Welfare, his authority
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to provide sssistance in health research under the International Health
Research Act. HEW was furious at this proposal and registered its ob-
Jection in strong language both to the Bureau of the Budget and to the
White House. At the Vhite House meeting on May 17th, this provision
was eliminated as a result. In addition, Gant was forced to tone down
some of the language in the presentation material. The paragraph be-
glaning “This organizaticn for foreign assistance is in contrast to the
alternative . . ." was elimirated entirely and more soothing and more
general language added:

This combined and integrated approach to international development

will bring the several aspects of assistance into focus at the

points it 15 needed and can be used best and 1t will avoid the con-
fusion and inefficiency of multiple planning, representation, and
operations.

Superficially, at least, there was nothing new in the Gant proposals.
The official policy of maximum use of the regular domestic departments
in foreign aid was merely reaffirvmed. Since the agencles felt ICA had
not in fact carried such a rolicy out ard since they wished to be in-
volved in planning and program determination as well as to be "utilized,"
they were unhappy. Day by day they becamc more vocal. Cn May 19th,
Gant saw the Under Secretary of Labor who outlined the position of his
department relative to an expanded role. He also received s memorandum
from the Department of Commerce on enlarglng its role.

The Bureau of the Budget received s series of comments from the
various interested departments when it sent out the proposed authorizing
legis.: ,ion for clearance on May 8th and again on May 22nd. The Depart-
ment of Agriculture was especially adamant on its participation, but
Commerce and others joined the chorus. The Jist of the ccmments was
rather concisely put by Commerce which 8imply said that 1t wanted to be
more active in foreign aid acitivities in the future and thet it agssumed

that the level of such participation and its nature would be determincd
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later.

The bureau clearly supported Gant in the controversy, and the
White House also wanted a strong aid agency. Nevertheless, the 1ssue
had not been settled, but only postponed. Gant marked it for early ace-
tion as "Phase II" of his plan, the transitional phase looking toward
implementation, got underway.

Deputies. As QGant, Barrett, and Ball conceived the organization
on April 30th-May 2nd, there were some fourteen major units to be in the
new aid agency: four regional bureaus, three functional or program
offices, four management offices, and three staff units (see Chart 13).
Even before those eventful three days, Gant had been concerned with the
manner in which these fourteen offices -- or whatever number was decided
uwpon -- would relate to the Administrator. The extremes were obvious;
There could be four deputy administrators, one for each of thz four main
types of units, or there could be a single general-purpose deputy with
all twelve units reporting to him(and the Administrator). If ICA préace
tices were followed, at least three deputies would be recommended -~
one for regions, one for functions or program, and one for management.

The superstructure problem wes obviously one that Gant would have
to handle, and so he asked Professor Wallace Sayre of Columbia in mid-
April 1f he would produce a report on it. Sayre reported that he was
too committed, but would be glad to serve as an occasional consultant
on the matter. Evertually, the worliing party report fell to Robert
Biren, ICA Director of the Office of Management Planning. Biren, a pro=
fesalonal public administrator and a staff man who waa skilled at com-
pleting an assignment in a manner that his superiors desired, began his
task but soon came to feel that he could not tackle the super=-gstructure
problem without knowing what the major units in the organization were.

He therefore broadened his assignment on his own ititiative and came up
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with a master over-all plan., He was aided in doing so by being Director
of Management Planning and also by having followed the Blue Book proposal
for reorganization of the previous Pebruary and March rather closely.

Biren studied the ideas of Gant closely, since he wanted to come up
with a plan that would be acceptable to him. He particuiarly took note
of four of Gant's major preferences: a regional emphasis, a strong and
enlarged personnel office, weak technical services, and a single gener-
al-purpose deputy. In his report to Gant on April 28th, Biren recommended
fourteen principal organizational units within the aid agency -- in major
respects, the same fourteen that Gant and his colleagues came up with
the next few days. Ho also recommended only one deputy, a general-pur-
pose official. The similarity between the Biren report and the ultimate
Gant recommendations did not hold up in regard to a number of details
within the fourteen nnits. Nor did the Biren report play any major part
in the discussions oi Gant, Barrett, and Ball during April 30th-May 2nd.
However, the report was clear testimony to the fact that Gant had 1laid
down certain concepts which, if followed, led to a rather identifiable
set of conclusions. More thaen the other working party chairmen, Biren
tried to do a staff job for Gant faithful in all respects to the organi-
zatiopal concepts of the Director of the Organization and Administration
Group.

Gant had made no secret of his desire for & single deputy. In the
memorandum prepared for the informal TFSG meeting on April 2h%h, Qant
had referred to "The Administrator, and his alter ego the Deputy Adminis-
trator." No discussion of this point occurred at that time, but in con-
versation Gant expressed nimself more fully tc & number of persons con=-
nected with the working parties. The Biren report quite naturally went
in this direction, but contained no specific justification for 1t. In

this respect, the report failed to do what Gant wanted most, namely, to
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work out the rationale for the agency's super-structure.

The discussions of April 30th-May 2nd had implications for both the
presentation volume and the proposed authorizing legislation, since the
deputy or deputies would in all probability be statutory officials, and
such posts would have to be authorized by Congress at least in general
terms. Almost all the time of the three men was devoted to thinking
through the fourteen major organizational units. They readily agreed
that there should be one general-purpose deputy, and no others. Little
attention was given the matter of deputies when Barrett and Ball sat
down to write the first draft of the presentation velume -- they merely
included the deputy by reference: "The Administrator’s immediate office
will include the Deputy Administrator, . . ." and then the three starf
units were listed. No separate Justification was made. Similarly, the
third draft of the proposed authorizing legislation on May Bth merely
provided for one statutory officer at the under secretary level(presum-
ably the Administrator) and one at the deputy under secretary level
(presumably the general purpose deputy).

There was some displeasure expressed by a few members of the work-
ing parties of the Organization and Administration Group during Wednes-
day and Thursday, May 3rd and 4th, as the Gant proposals were discussed.
Some of them felt that to have fourteen units reporting to a single
Administrstor and Deputy was going beyond reason in terms of span of
control. They were contrasting the proposals with typical ICA practice.
The obJections were miid, and no group consensus was asked for or received.

On Friday the informal TFSG received the Gant proposals, and the
question ¢f the deputies was discussed. Labouisse commented that, in
his opinion, one deputy was not enough; there was a need for at least
two. He had in mind the possibiiity of one in charge of operations and

program (especially the former) and the other speclalizing in staff asnd
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management (especlally the former). @Gant, supported by John Bell, put
the case for a single deputy as strongly as possible. The Administra-
tor would need someone to be in general charge not only when he was out
of town but also on a more regular basis so that he could devote himself
to the larger policy issues and external relations that were so important.
The general purpose deputy could solve most of the problems that would
come to the Administrator's office from the fourteen major units., Withe
out such & person, the Administrator's burden would be impossibly heavy,
since he would either become a bottleneck or spend a large part of his
time deciding disputes between parts of the organization. Additional
deputies would not be needed, Gant reported, if a cleer delegation of
responsibility were made to the fowr teen units and if directors of them
were appointed who could be trusted. The issue was not resolved at the
meeting. Labouisse, apparently outnumbered or at least out-discussed,
did not rule against the single deputy concept.

The issue was raised once again when the number of statutory posi-
tions was discussed by the informal TFSG on May 1lth. In the meantime,
the large "Congress" meeting had taken place on the 9th, and Grady and
others had become outspokenly critical of the whole superstructure, or
lack of 1t, in the Gant presentation material. Again the 1ssue was dis-
cussed and agaln there was no definite decision. Both the fourth and
fifth revision of the pfesentation volume material (May 16th and 17th)
provided for a single deputy.

The 17th was a Wednesday, and later that week Laboulsse gave a
personal final review to the material that was to be included in the
presentation volume and the proposed authorizing legislation. As he
came across the single deputy provision, he struck it and inserted instead,
“The Administrator's immediate office will include two Deputy Administra-

tors, . . ." No additional explanation or rationale was ever inserted.
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The fourth legislative draft on May 22nd included the rewvised section
on statutory officers and a proposed authorization for two statutory
officers at the deputy under secretary rank.

The post morftems on the deputy 1ssue stressed three factora. One
popular interpretation of the action of Labouisse was that he simply did
not understand that the Administrator had to have a general purpose de=-
puty if he was to be relisved of a sufficient number of responsibilities
to run the agency effectively. 1In effect, this explanation was implied
criticlism of both Gant and Labouisse -- Gant for not presenting the 1dea
well enough to be convincing, Labouisse for not seeing the point more
clearly.

A second explanation was that at least on this one point @rady,
the Deputy Director for Management of ICA, had won over Gant. Grady had
become very critical of the proposed AID super-structure, and had spoken
to Laboulsse about it. His memorandum to George Gant on May 16th in-
cluded a long section on the superstructure. He pointed out that in
his opinlon and in the opinion of others, the Deputy Director for Opera-
tions of ICA, Fitzgerald, who some time previously had also taken over
the responsibilities of the Deputy Director for Technical Services
simply was over-burdened. '"The spean of control of the Deputy Director
for Operations 18, in my opinion, too broad," - quite apart from the
fact that he was also Acting Director for lshouisse. Grady went on:

Under the existing organization of ICA, the Deputy Director for

Operations performs a centrel coordinating role vis-a-vis the

four regional offices and continually makes decisions which

would otherwise have to go to the Director. These decisions

cover a wide range of policy and operational problems ., . . .

Inder the new plan, decisions on 211 such matters will now pre-

sumably have to be made by the Administrator (or Deputy Adminis-

trator). Assuming these are not unrealistic burdens in view of

the other heavy demands upon the Office of the Administrator,

there would still remain the problem of where and by whom 1ssues

+ o » Wil) be 1ldentified as problems, staffed out and presented
to the Administrator for review and decision. Whether or not
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the steff mechanisms you have proposed in your plan are adequate

organizational devices to meet these needs is by no means clear

to me.

Grady's concluslion was that at least three deputies were required --

one for the three functional or program offices, one for the four opera-
tional or regional bureaus, and one for the four management units. For
sume strange reason, no one seriously defended a superstructure whereby
the Gant and Grady approaches would be combined -- that 1s, one in which
there would be both a general-purpose deputy and three or four specialized
deputies.

Grady's arguments appealed to Labouisse. They seemed to reflect
Labouisse'!s ICA experience in which Fitzgerald, as ICA Deputy Director
for Operations, was a central man for coordinating regions and functions.
It was quite natural zor Labouisse to feel that if a second deputy could
be obtained to handle the non-regional, non-functional problems -- especl-
ally steff and management issues -- the Administratoris office would be
effectively organized.

It was at this point that a third interpretation was offered of
the decision of Labouisse to opt for two deputies. The time was at
hand when particular persons were being fitted to particular positions
in the future AID. If Labouisse stayed, his post was clearly identifi-
able. If John Bell stayed with AID in Washington, which was quite uncer-
tain, he could fit into the aumber two post or, alternatively, a deputy
for operations position. Gant had no desire to stay with AID and had
already indicated both to Dungan and Labouisse his feelings in this re-
gard. If Tannewsld stayed, a position in the Department of State was
8 possibility, perhaps one that would put him in charge of military-eco-~
nomic aid coordination. This left the question of where the services of
Frank Coffin could best be used. Labouisse and others highly respeocted

Coffin. Everyone wanted to see him permanently assoclated with AID. He
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was competent, personable, and forcefu., ard his contacts with Coungress
'wéfe a further assat. For a varlety of reasons, he nov longer was inter-
ested -in’ heading up development financing, even though he still was tech-
nicallyidi}ector of the Development Loan Fund. As hecd of the Program
Development.Group of the Task Force, he had been in a positien of dealing
with the agency'é outlook or posture in its antirety. Labouisse falt
that a second deputy post would provide a suitable position for Coffin,
especlally if the Prog;am Review and Cocrdination Staff were placed
within his purview. |

Each of the three factors played a part in the ultimatc .ecision
to create a second deputy position. Koviever, to the very last Gant and
-Labouisse disagreed on the divisien of respensibility between the two
deputies. 4unt, faced with an unfavorable lecision, tried to make the
most of 1t in terms of the philosophy of administration behind the mew
organizatlion. Specifically, he suggested that one of the deputies would
be thse general-purpose deputy whp would be in charge of running the or-
ganization. The second deputy in his view was te be in charge of coar-
dinatiné the work of AIN with military aid through the Department of
State. labouisse stayed with his original idea,

It was noticeable thac two separate rationales existed, The pre-
sentatien volume and the draft authorizing legislation contained no ex-
planation, §4 thet ghe differences between the two men did not affect
thic fermal documents sent to_Congress. In the future, some #irm dececi-

sign weuld have o be made ¢n the scope of autheplty of each deputy.
*
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Relations with the Department of State. At nearly every turn, the

president's Task Force on Forelign Economic Assistance was confronted by
declsions that sffected the future relations between the new aid agency |
and the Department of State. There were certain guldelines iaid down by
President Kennedy's March 22nd Message, but they were rather general. For
example, the President had stated that militury aid would be separate from
social and economic aid. The Task Force was thus faced with the problem
of how to coordinate the two. The Ix:partment of State was one possible
point for coordination, the White House a second, and the ald agency 1t-
self a third. Tne second major guideline in the lresident!s Message con-
cerned the persons to whom the Administrator of the new ald agency would
report. ‘'Central direction and final responsibility will be fixed in an
Aaministrafor of a single agency -~ reporting directly to the Secretary

of State and the President . . . ." The exact relations between State

and the agency were not spelled out, but it was apnarent that the aid
agency was to have some prestige and stetus in its relations to State,
since it would have some direct connection with the President.

Within State, a rather vague structure and pattern of internsl re-
lationships existed, at least at high Y-vels., Secretary ol State, Dean
Rusk, was rather preoccupled with matters of high diplomacy and delegated
responsibility to others concerning foreign aid. The Under Secretary
of State, Chester Bowles, did not have a clear sphere of authority, al-
though 1in theory he was the full deputy of the Secretary; in practice, he
often specizlized In certaln political matters. His role in foreign aid
was ad hoc in character; he often handled special problems that arose.
The Under Secretary of State for Economic Affalrs, Gzorge Ball, formally
had this responsibility, in addition to other aspgects of foreign economic
policy. It was under Ball that Mutual Security Coordination was to be

found and also the Inspector Genersl and Comptroller for Mutual Security.
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For political affairs, a Deputy Under Secretary, Alexis Johnson, was
designated.

iIf the Administrator of the new aid agency was to report within the
department of State the logical place would be to one of these four men.
I? State was to exercise coordination over hiiitary and economic aid, the
offices of one of these four men would ha the logical pldte to locate a
coordinating unit.

Another set of relationship problems between State and the aid agenoy
concerned some of the specialized bureaus in State. Three, particularly,
were of great concern to @Gant: The Bureau of Educational and Cultural
Affairs of which Philip H. Coombs wes Assistant Secretary, the Bureau of
International Organizetion Affairs of which Harlan Cleveland was Assis-
tant Secretary, and the Bureau of Economiec Affairs of which Edwin M.
Martin was Assistant Secretary. The latter office was distinct from
the Under Secretary for Economic Affairs, and led to some further confu-
sion in proposals for new patterns of aid agency-State relationships. In
addition, there were ald agency contacts with many other parts of State,
such as the reglional bureaus, the personnel office, the Inspector General
and Comptroller, and the Ambassadors.

From the beginning of Task Force work, the problems of coordinating
military and economic aid end the level and way in which the aid agency
administrator would report to the Department of State and the Precident
were 1ssues that were intertwined. The Task Force Steering Group was in
agreemen? with the President that military aid should be separate from
economic, including separate authorizing legislation, and this meant it
would be separately administered by the Department of Defense. How mili-
tary ald was to be coordinated with economic aid depended in part on how
the aild sgency was conceived. If it was to be largely a separate agency

reporting to the President and clearing with the Department of State on
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foreign policy issues, then the coordinating device might appropriately

be in the White House, assuming that the foreign aid agency was not to

re given thc coordinating powers itself. If the agency was to be en
integral part of the Department of State, then State would be the logi-
cal agency to provide the coordination.

Also, the level or rank of the ald agency administrator and his
principal assistants would help determine at what point the ald agency
would report within the Department for whatever purposes it was decided
were appropriate -- mere forsign policy clearance or more extensive direc-
tion and supervision. If the administrator were to be at an assistant
secretary level, he could report, logically, to the Under Secretary of
State for Economic Affairs or the Deputy Under Secretury for Political
Affelrs, Xf he uwere at the under secratary rank, the case for his re-
porting directly to the Secretary himself would be atrengthened.

In an early decision, the TFSG decided not to include in the proposed
legislation any specific designation of agencies or units that were to
carry out foreign aid, but rather to recommend authority for the Presi-
dent to carry out the act as he saw fit. Still, certain portions of
authorizing legislation would affect ald agency-State relations. ZFor
example, the ranks and salaries of the top statutory officer? would be
specified in the act. And on both April Tth and April 12th, the Legis-
lative Drafting Vork Party asked in memorandum form that consideration
be glven to how the role of the Secretary of SteYe in foreign aid should
te expressed in the new leglslation.

Az Gant tucred to his responsibilities as Chairman of the Orgsniza-
tion and Administration Group cf the Task Force, he very quickly came to
the conclusion that the nrew aild agency should be made as independent of
the Department of State as possible. There were several factors that

pushed him in this directicn. First of =l1l, the winds for a high-level
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independent agency were blowing strongly in late February and March, and
much of the drive for an agency with such a atatus had carried over into
April. 1In his background reading and during his briefing, Gant had come
across a number of proposals leading in this direction. Secondly, his
briefing by ICA and subsequent study of it had convinced him that much of
the problem of ICA was that it was a stepchild of the Department of State.
One of the best ways to overcome this handicap in the short run was to
separate the two agencles so that one could not hold back support from
the other. In the third place, there needed to be a gereral upgrading
of the foreign asd agency and its personnel. At the least, Gant felt
that a renk equivalent to the Under Secretary of State for Economic
Affairs was necessary. Perhaps he could be conceived as equal to the
Under Secretary. In elther case, his major subordinates could be at an
asgistant secretary rank. This alone would bring & major change in aid
agency-State relationships since 1t would upgrade the former, making it
more equivalent to the latter. G@ant was even taken with the suggestion
that a new Secretary of Poreign Affairs be appointed to preside over
& Depertment of State and a Department of Foreign Aid.

He kept the subject of aid agency relations with the Department of
State for himself, appointing no separate work party for it. The week-~
end of April 1l4th and 15th, when Dean Don K. Price of Harvard, Gant, and
Barrett had their meetings, aid agency-State relations were discussed at
gome length. Price supported Gent in his desire to see more independence
for the aid agency.

On Thursday of the next week, Gant went before the Task Force Steer-
ing Group with some general alternatives on aid agency organization. Spe-
cifically, he said that in accordance with the President's Message on
Foreign Ald, the aid agency could either be placed within the Department

of State and report to the Secretary and the President or it could be a
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Separate agency and report to both, He preferred the latter alternative.
Tentutively, the TFSG went elong with Gant. ILater the same day, Barrett
finished the guidelines for the working parties growing out of the dis-
cussions with Price five days earlier. He reported:

The forelgn aid message states that final responsibility in Weshing-

ton will be fixed in an administratinn of a single agency reporting

to thé Seccretary of State and the President . . . .

Assumption: The new sgency will be ectablished by “he President

a8 a separate agency reporting directly to the Secretary of State

and the President. (This decision was ratified by the Task Force

Steering Group. . . .)

The underlining was significant. It was on this phrase that Gant hung
much of his case for an independent agency.

With this preliminary victory, Gant prepared for his first inten-
slve session outside his Group. On April 25th, he presented to the infor-
mal TFSG a memorandum on "Some Tentetive Conclusions" in the organization
and administration area, especlally points that touched upon relations
between State and the new aid agency, Tre first two sections of the
memorandum summarized his recommendations:

1. The new agency will be esta%lished by the President as an agency

Separate from tke State Department, but the agency's administrator

will report to the Secretary of State and the President.

2. The Secretary of State will exercise three kinds of functions
vis-a-vis the assistance agency:

a) Provide policy guldance and direction.

b) Resolve differences between the State Departnent and the
asslstance agency.

¢) Represent the assistance program in policy determinations
involving other departments, other countries, and international
agencles.

The Secretary of State needs staff assistance in the performanrce of
these functions., That assistance should be located in his c¢wn office.

To Gant, this was as great a compromise toward associating the aid agency
with the Department of State that he was ullling to make at the time. He

felt that this proposal would have a much greater chance of acceptance
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than one proposing a more extreme form of independence.

The discussion was hard and heavy. Criticism was especlally con-
centrated on Gant's pronossl that the agency be "separate'". None of
the members of the informal TFSG aside from Gant felt that such separ-
ateness was elther possible or desirable. It had to be considered within
the Department of State, they argued, especlally given the intimate rela-
tions between foreign aid and foreign policy. Past experience with sep-
arate agencles, such as the Poreign operations Administration, had not
been especially happy. In the end, Gant found himself in a minority of
one, and Labouisse ruled that the proposed aid agency would be a part of
the Department of State.

The next four days Gant had a very busy schedule of appointments,
and five or six of the persons he saw were Asslstant Secretaries of
State. He also visitad with the Under Secretary of Economic Affairs,
George Ball. These appointments and the informal conversations he had
with Barrett and other staff members crystallized his thinking in freming
another alternative. Since he believed that one of the main evils of
exlsting foreign aid organization was that ICA was the stepchild of
the Department of State, it was essential that a system be constructed
that would help prevent this condition from continuing. Two alterna-
tives gave most promise, he reflected. First, independent status for
the aid agency. Second, complete integration into the Department o®
State. It was the awkward in-between status that was to be avoided at
811 costs -- a status in which the aid agency was nelther fish nor fowl,
and would thus be likely to get the worst of two Wworlds. Since indepen-
dent status had been ruled out, Gant turned to the possibility of com-
plete integration, the goal that he and others felt was the ideal, al-
though up to that time 1t had been considered rather futuristic.

An approach toward integration carried with it certain advantages.,
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The role of the ambassador fell into place niceiy, a8 an integral part
of the fleld organization. In the personnel field, integration of the
foreign aid agency's system with State might bring a revolution in per-
sonnel policy that could be greatly advantageous for both groups. The
two sets of reglonal bureaus could work together closely and eventually
meld.

The Administrator of foreign aid could either rank just below the
Under Secretary or rank with him; Gant rejJected a lower rank such as that
of assistant secretary, comparable to those in the economic and cultural
flelds. This was important if the entire foreign aid effort was to be up-
graded. For example, 1f the regional bureau heads of the aid agency were
to be effective in protecting aild agency activities as integration pro-
ceeded, they would need a2 rank equivalent to the regional assistant secre-
tarles of State. That would require the Administrator to be at the Under
Secretary level. The same conclusion was reached if the President's
Message wes taken literally, with 1ts statement about the Administrator
reporting to the Secretary of State and the President. Gant therefore
constructed a modified integrated approach, with immedlate integration
the goal in regard to housekeeping and field activities, an intermediate
period of coordination at the regional office level, and a somewhat separ-
ate position for the Administrator who would be at the Under Secretary
level, reporting directly to the Secretary of State. The rank would be
equivalent to that of George Ball, the Under Secretary for Economic
Affairs, but less than that of Chester Bowles, the Under Secretary, &l-
though the latter point was not made entirely clear within the Task Force.

The discussions and writing of Gant, Barrett and Ball on April 3Cth-
May 2nd produced a proposal along such lines. ‘The first revision of the
organization and administration section of the presentation volume pro-

vided:
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The Agency for International Nevelopment will be an integral part

of the State Department. The AID Administrator will report to the

Secretary of State and will have the rank of Under Secretary.

The text went on to specify that "the Administrator will assist in the
development and formulation of forelgn policy and in the coordination

of assistance programs with other U.S. activities." The AID Administra-
tor would maintain liaison with the Under Secretary for Economic Affairs,
Mr. Ball, in regard to foreign economic policy, the Deputy Under Secre-
tary for Political Affairs Mr. Johnson, in regard to military-economic
aid coordination, and the Assistant Secretary for Educational and Cul-
tural Affalrs Mr. Coombs in regard to educational matters.

While these relationships will involve staffs at various levels

in the several offices, the formal relationship 1s with the Ad-

ministrator and disagreements will be settled by the Secretary.

Four points were of particular significance in the statement. The
Administrator was to report to the Secretary of State only; the phrase
"and to the President" had been dropped since the April 25th memorandum.

Relations in the economic area were to be with Ball, an Under Secre-
tary, not Martin, Assistant Secretary. Coordination with military aid
was to be transferred from the Under Secretary for Economic Affairs,
where 1t had been, to the Deputy Under Secretary for Political Affairs.
Disputes were to be settled by the Secretary.

During May 3rd and 4th Gant and Barrett had a chance to polish thoir
draft and make a few changes on the suggestion of the two consultants,
Price and Sayre, and others. Two additions were made to the draft on
second revision on May Y4th. One specified:

The Administrator w' 1l attend the Secretary's staff meetings and

will be kept informed of the work of other elements of the Depart-

ment through the Secretary's secretariat.
In addition, it was provided that the Administrator be allowed to instruct

the ambassadors and be consulted on instructions to them from other parts

of State that might affect foreign aid policy.
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The presentation materisl was accompanied by a special memorandum
on the role of the ambassador, and the latter included a proposal rela-
tive to the role of the Secretary of State. Gant reported that he was
concerned over the intrusion of the secretaries of other departments in
the foreign aid field. Therefore, he suggested that the authorizing
legislation carry a provision allowing the President to take such steps
as were necessary to grant to the Secretary of State full authority in
all international functions, authority for which at that time was vested
in the heads of other agencies. The suggested language was broad:

Without regard to any other provision of law, the President is

authorized to prescribe such meesures and dispesitions as he may

deem necessary to assure that international functions of the

United States are brought into harmonious action and are so carried

out as to protect the interests abroad of the United States,
"International functions" was defined to include all functions wherever
carried out, that involve relationships with foreign governments, nationals,
or groups. The language was broad enovgh to cover the role of the ambassa-
dors a3 well as the role of the Secretary of State.

For the second straight time, the informasl TFSG did not take kindly
to Gant's suggestions on relations with the Department of State. At its
meeting on May 5th, 1t was generslly critical of the proposal. The most
sensitive point was the suggestion concerning relations with the Under
Secretary of State for Economic Affairs. Ball had not liked the Gant
proposals. First of all, Gant's suggestion entailed bringing ina s .7
Under Secretary of rank equivalent to Ball. Not only Ball but oth-:
high up in the Department of State hierarchy tended to resist this st-p.
Secondly, the transfer of the function of coordinating military and

involved placing a person
economic aid to another office was resented. Thirdly, the proposql/that
Ball had brought in, Labouisse, in a coequal position to himself and re-
porting directly to the Secretary if Labouisse became the permanent Ad-

ministrator. This was especially awkward for two additional reasons. An
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Assistant Secretary for the Economic Affairs, Martin, seemed to Ball as
the person comparable to Cleveland and Coombs Wwith whom the Administra-
tor could maintain liaison. That would leave the Under Secretary for
Economic Affairs in a superior pesition to coordinate both economic
policies and foreign aid. Ball strongly believed in an over-all econo-
mic and foreign aid policy, and if both he and the Administrator were to
be coequals and report to the Secretary, he could not see how 1t could
be done very erfectively. These reactions on his part were a modifica-
tion of some of his views of March when he tended to draw back from the
foreign ald field. Now faced with a specific proposal, he found himself
glving priority in his scheme of values to g coordinated economic program
and a small top hierarchy in the Department.

While Ball was not at the meeting, Laboulsse had been especially
receptive to them. Labouisse st11l did not have any assurance that he
was goilng to be the permanent head of the aid agency. Rumors continued
to the effect that a negative decision had been made on him by the White
House. 1In this uncertain state of affalrs, lLabouisse did not want to do
anything that would unnecessarily antagonize Ball or the top officials
of State. He was not dealing from a position of strength. In the opinion
of some observers he was fighting for his administrative life; in the
opinion of otlie”s he was nast a person that would normally fight over o
matter of this kind in any case. He certainly did not want to be pur . :
by Gant on the issue.

John Bell, normally closely aligned with Gant on issuves, was amhi.-
valent on the matter at the meeting. He helleved that there were mat.;”
ways in which the organization could be arranged with satisfactory re-
sults and that such great detail was not needed. The rest of the infor-
mal TFSG took a rather aloof position, and certainly were not favorable

to Gant's ideas., The general feeling was that Gant had swung too far.
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He had gone from a position of separate status for the aild agency to
one of integrating it into State as qulckly and as much as possible,
They favored a more intermediate plan. They could not see why it had to
be all one way or another.

Gant defended his proposals by again pointing out that the mejor
preblem of ICA was that it was a Cinderella of the Department of State,
and either separate status or integration were the two best ways to
assure thet this condition would cease. The new aid agency should not

reglongsl
become the captive of the old-ling/bureauu in the State. Furtle rmore,
upgrading was essential 1if foreign aid were to be given the importance
1t merited and if it were to be able to attract men of top quailty and
of sufficlent rank. Also, Gant had never been enchanted with the re-
port stemming from Ballts efforts ir January and again in March, and
he had come to feel that to place the aid agency under Bzll would be a
mistake. Ball was too committed to old-style diplomacy; Gant wanted an
outright development-minded person heading AID and reporting directly
to the Seeretary so that development would be represenéed effectively
in the high councils of the Department.,

Gant falled to carry the day, and the third revision of the mater-
ial for the presentation volume carried the brief statement, "Relation-
ships between the Administrator, and other Department of State officer
are under review,"

The May 8th draft of the authorizing legislation carried two i
visions affecting the position of State in AID affairs. The Secretary-
of State was to be given strong authority in foreign aid matters, so
that other departments could not unilaterally go their own way:

Under the direction of the President, the Secretary of State shall

be responsible for the continuous supervision and general direction

of the assistance programs . . . ., to the end that such programs

are effectively integrated both within and cutside the United States
and the foreign policy of the United States 1s bast served thereby.
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In regard to State-AID relationships, the May 8th draft of the proposed
authorizing legislation further exacerbated the Task Force - State Depart-
ment split. The section on statutory officers provided for one officer
at the Under Secretary level and one at the Deputy Under Secretary level.
Salaries were attached and the salary for the Under Secretary was set at
$500.00 more per year than Ball himself was receiving, thus apparently
giving the Administrator a higher rank than Ball himself. The salary of
$22,500 that was proposed was equivalent to Bowles salary, not that of
Ball., Rehm, 1in drafting the section had inserted that figure without
clearing with Gant or Lebouisse, and the intention of @ant had not been
made clear. The rclations between the Task Force and Ball became rather
Severely ruptured.

Gant and Laboulsse immediately tried to correct the situation by
contacting Roger W. Jones, the Deputy Under Secretary for Administration
In State and the person with whom Gant had been dealing on much of the
ald agency-State relationz, since Rusk remained unavailable and worked
through Jones. Iabouisse forwarded a memorandum to Jones suggesting a
pattern for aid agency reletions. Jones reviewed it and, with the con-
currence of Chester Bowles, the Under Secretary, redrafted it., On the
10th, Jones called Laboulsse but the latter was on the H1ll, and he go*
in touch with Gant inatead. He handed him the changes proposed by St -.
The salary of the Administrator was set back to $22,000 -- to which .
Gant and Labouisse had no real objection. State also suggested thul e
funds for the aild agency should be made available through the Secretary.
Gant reported to Labouisse:

Mr. Jones assures me that it is purely a bookkeeping transaction

and does not provide the basis for the performance of a separate

staff or control function /by State over AID/.
A third proposed change was more troublesome, State wanted assurance

that the Secretary could take "appropriate steps" and make "appropriate
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delegations" in regard to foreign aid matters. Conceivably, this could
involve a channel through Ball's office. Gant commented:

It 18 the view of Bowles and Jones that any "appropriate steps"

and "appropriate delegations" would be through and to the Adminis-

trator and not provide the basis for 2 separate staff programming
operation [Ey Statg?bis-a-vis the assistance program. However, Jones
cannot speak for Ball, and particularly for Ball's staff, in this

regard. Hence the conclusive assurance we need cannot be glven ex-
cept by Secretary Rusk. Roger Jones believes that the best proce~
dure in this regard 1s for you and him to meet with Rusk and Bowles

(not Ball).

Negotistions over the 1ssues of AID-State relations dragged on during
the next week without any conclusive action. Secretary of State Rusk did
not yet become directly involved. Gant and Iabouisse had several meetings
with Roger Jones, the Deputy Under Secretary for Administration, and he in
turn contacted Rusk and others. Rusk simply did not want to commit him-
self and did not give Jones definite answers -- on one occasion Just look-
ing out his window at the beautiful view overlooking the Lincoln Memorial
without replying. It was apparent, however, that both the Bureau of the
Budget and the White House were going to play a major role in any final
solution, because it was likely to be an unsettled issue for the White
House meeting on May 17th to clear up all remaining organizational and
administrative matters.

The Bureau of the Budget had been interested in these relations fr-.
the beginning, but had waited to see what would emanate from the Task
Force before assuming a more active role. 1In an internal memorandur
from the Chief of the International Division to the Director of the
Bureau, Robert Macy had queried as to whom the Administrator of AID
should report. Formally to the Secretary of State, but to whom in prec-
tice? State was organized in such a way that it was difficult to give
a8 straightforward ansvier. Perhaps to Bowles as a general deputy. Per-

haps to the Under Secretary for Political Affairs if he were to coordinate

economic and military aid. Still, Ball seemed to be the most logical
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possibility. He could really becom: the "alter ego of the AJD Adminis~
trator." The memorandum was inconclusive.

To some extent there was a division of opinion in the Bureau.

Kenneth Hansen and most of the personnel of the Tnternational Division
tended to favor integration in the long run and as close integration as
possible in the short run. Barrett, deputed from the Bureau of Gant's
staff was in agreement wlth integration us a long range goal, but favorsd
independeint status for AID for the time being. David Bell, the Director
of the Bureau leaned toward a more irtermediace position such as eventu-
ally came out. His ultimate role would have to be one of accommodation
of the views of State cnd the Task Force, of healing the wounds that had
developed. He did not share the either-or position of Gant that either
independence or integration had to be selected., He believed that AID
could work satisfactorily within the Department of State as an operating
entity for the time being.

The position of the White House atemmed from two bases, First of
all, the philosophy behind White Howse organization was still that laid
dowir by Professor Neustadt of Columbia in December, January, and Febru-
ary. He had emphasized that the White House staff should be small and
engage 1n only those activities that were essentisl to support the actic.s
of the President. Broad coordinating functions were to be eliminated
Thus when Gant proposed an independent aid agency, the White House -
not taken with the 1idea, since 1t was likely to leave coordination i:-:sween
military and economic aic up to the White House. In the second place,
the White House from the very beginring was interested in upgrading the
entire foreign aid operation. Therefore, 1t was very sympathetic to
gilving the Administrator the rank of Under Secretary end his chief sub-
ordinates ranks of assistant secretary. Not only Dungan and other members

of the White House staff took this positlon, but also the President himself.
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Even though no agreement with State had been reached, it was im-
peratlve for Guant and Berrett to £i1ll in the blank in the presentation
volume material for the White House meeting on the 17th. Therefore,
in the fcurth revision completed on the 16th, the two men used the fol-
lowing language:

The agency for Internztional Development will be a semi-gsutono-

mous agency wilthin the Department of State. The head of AID

vill have the title of Administrator. He will have the status

of Under Secretary of State and will report directly to the

Secretary of State and the President.

Tw- significant changes had been made, "Semi-gutoncimous agency within"
wag used instead of "integral part of", Gant had compromised. In addi-
tion, "and the President" was back once again, to glve AID the full mee-
sure of prestige permitted by the Presldent's message of March 22nd.

The draft aiso set forth spzcilic provisions for coordinating for-
elgn ald pollcy with State and the Department of Defense. In regard
to the tormer, it said:

Central direction and responsibility for the economic assistance

program will be fixed in the Administratcr. Acting on btehalf of

the Secretary of State, the Administrater will be responsible for
the formulaticn and execution of such program. He will maintain
close coordination with the Under Secretary for Economic Affairs
and take appropriate steps to ensure that in making his determin:-
tions, all politicel, economic, and cultural considerations affect-
ing foreign policy objectives of the United States are taken into
account.
There followed adcditional detall about AID relations with State's reg: i~
al desks and the ambassadors. In regard to militery aid the draft 1
vided:

The Administrator will collaborate with the Deputy Under Secre-

tary for Political Affairs in establishing procedures to assure

coordination between the economic aid program and the military
asslstance program,

The lunguage in each case was significant, There was no doubt that
the Administrator was conceived as the equal of the Under Secretary of

State for Economic Affairs, and substantially independent of him. The
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point of coordination for military and economic aid was the same as had
appeared in the first and second revisions of the presentation material,
but which had heen temporarily set aside in the third.

The review of these provisions at the White House meeting was severe,
Without agreement between State and the Task Porce on relations between
AID and State, the legislation could not go to Congress. Furthermore, it
seemed that the language in the presentation volume was far too specific.
Some of the cutting edge would be removed if it were more general. David
Bell was designated as the person to work out an agreement between Rusk
and Labouisse, and Gant was 1lnstructed to make the presentation statement
less specific.

Gant proceeded to remove all references to the Under Secretary of
State for Economic Affalrs and the Deputy Under Secretary for Political
Affairs. In their place he substituted the following:

Central direction ond responsibility for the economic assistance

program will be fixed 1n the Administratcr. He will be respon-

sible for the formulation and execution of the program, taking

into account political, economic, and cultural considerations

affecting the foreign policy objectives of the United States.

To this end he will establish procedures for maintaining contin-

uing contact . . . between all elements of AID and other appro-

priate sections and bureaus of the Department.
The only units of the Department of State menticned specifically were
the reglonal bureaus and the ambassadors.

Even this statement was too specific for some tastes, and the i""nal
version which was completed late that same week eliminated all refeivace
to political, economic, and cultural aspects of foreign policy. One other
change was made. "Seml-autonomous" was struck out and the final stotement
read instead: "The Agency for International Development will be an agency
within the Department of Stalte." The fighting, qualifying words had gone:
integral, and semi-autcnom:us.

The same weekend that th: finel presentation volume material was

completed, the fourth revised draft of the authorizing 1311 was completed.



- 205 -
One change had been made to avold difficulties between State and the
Task Force. The offending salary figures vere excised. A second change
had been made to avoid difficulties between State and the regular domes-
tic agencles. The secticn on the powers of the Secretary of State was
eliminated. 1In regard to his powers as far as otier agencles went, nei-
ther the language of the special Gznt memorandum of lay 5th nor the pro-
visos ozgzay 8th draft of the authorizing leglslation were necessary it
was decided. The Secretary of State could be given such responsibilities
by means of an Executive Order, with the benefit of a favorable Attorney-
General'!s opinion. Thus the proposed legislation did not seem to take
avay or threaten the powers of the other agencies.

Meanwhile, the relatlons between the new sid agency and two other
units of the Depariment of State had been the subject of much reflection
by Gant and his group. The Burcau of Educational and Cultural Affairs
was headed by Phillp H. Coombs. Coombs and one of his deputles, Joseph
E. Slater, conferred with Gant in mid-Aoril and asked that all forelign
ald programs that might overlap with educational exchange programs of
thelr Bureau be cleared with their office. They also explored the divi-
sion of responsibility and cooperative activities between thelr Bureau
and the new ald agency. Coombs and Slater were carrying out a major
study of their own program, and they were anxious that the new progran
that was being concelved have a maximum chance of success. Coombs
looked upon hls assignment as involving coordination of 211 internai:on-
al educational activities within the Government.

The effect of these early conversations was clearly reflected in the
April 25th memorandum that @Gant presented to the informal TF3G and which
in large part was devoted to aid agency relations with State. The memor-
andum stated that because educational development was an integral part

of the assistance program and of the several country development programs,
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the Assistant Secretary of State for Educational and Cultural Affairs
should participate in the review of annual country programs of the aid
agency, for the purpose of relating programs of educational and cultural
exchange to chem. 1In turn, it suggested that the Assistant Secretary
would accept "guidance" from the aid agency concerning UNESCO represen-
tation for the United States.

These provisions came in for sharp criticism by the informal TF3G.
They were thought far tco spacific and too committing. It was unneces-
sary to detail such arrangements in the presentation volume, and doing
s0 might create more difficulties for the permanent officials of the
aid agency than it would solve. The suggested procedure of review of
country programs seemed awlaiard and time-consuming, and might stall effec-
tive action by the new agency.

During the following weekend, April 30th-May 2nd, when Gent, Barrett,
and Ball produced the firsi droft and first revision of the material for
the presentation volume, they contented themselves with a far more gener-
al statement:

The Administrator and the Assistant Secretary for Educational and

Cultural Affairs will consult on relationships between the educa-

ticnal assistance administered by AID and other educational and

cultural actlvities,

The same language was carried over to the second revised version
on May 4th. then the general review of AID relations to State was m .
beginning the following week, this sentence was among those ¢liminated,
and 1t was never put back into the material. The term "cultural conc:.dep-
ations” was inserted in referring to what the Administrator should take
inte account vis-a-vis foreign policy, in the fourth and fifth revisions.
In the final draft, even this reference fell. The presentation material
was silent on the subject.

The conversations Gant had in mid-Avril included a few with Hsrlan

Cleveland, the Assistant Secretary of State for International Organization
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Affairs. One of the major concerns of Congress in regard to foreign
aid was that effective contributions also be made bz}giher more developed
countries. Various multilateral aid agencles had grown up, and 1t would
be important to make certain that the new aid agency related effectively
to them. Cleveland's Bureau of International Organization Affairs moni-
tored and facilitated relationships with international organizations withe
in State and the Government in general.

Gant clearly set forth his conclusions from his conversations with
Cleveland 1n the April 25th memorandum that was distributed to the infor-
mal TFSG.

The Assistant Secretary for International Organizations will accept

guidance from the assistance agency with respect to the representa-

tion and instructions to international agencies 1n the field of

development, . . .

Since Cleveland's office regularly did this kind of thing with other units
in the Department of State, there was nothing unusual in the statement.

One of 'the recommendations of both the Toner end Biren worlk parties
was that there he established a multilateral organlzation staff to desl
with those multilateral agencles that transcended regional boundaries
and hence could not be entirely subsurmed within the aid agency regional
bureaus. Such an idea appealed to Gant, and in the discussions and
writing of April 30th-May 2nd, he and his two colleagues came up with -
suggestion for an International Developme.t Organizations Staff withi.
the aiu agency, reporting to the Administrator. Aid agency relation:
with international lending agencies would be handled through the Office
of Development Financing and those with international organizations of
a reglonal character throuch the appropriste regional assistant Adminis-
tretor. All others would be the responsibillity of the Statf. The pri-
mary, but not exclusive, channel for working out such relationships would

be "through close collaboration with the Assistant Secretary for Interna-

tional Organizations, 3tate Department." There followed a detalled listing
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of the functions of the Staff,

As pressure mounted upon Gant to make the statements of relation-
ships with the Department of State more and more general and less and
less committing, a certain change in language gradually took place.
"Close collaboration" vas changed to "work closely with" in the second
and third revisions. Even that was too specific, and in the fourth revi-
slon the final language that wac used was set forth. '"Work closely with®
was stricken and "previde liaison with" substituted in its plsce. In the
end, the Task Force merely stated that the Internatlonzl Develonment Or-
ganlzations Staff "will provide liaison with other Departmental offices
and bureaus concerned with multilateral organizations including the Bur-
eau of International Organizations."

Therefore, by the wesk of Muy 22nd only two steps remained in struc-
turing the relations between AID and State. David Bell, Director of the
Bureau of the Budget, was to work out a sclution with Rus!z and Labouisse.
And the Presidentlal Message transmitting the Task Force recommendations
to Congress had to be written; 1t presented a further opportunity to men-
tion State-AID relations. Rusk had avoided making any specific commit-
ment on the subject up to this point. However, after David Bell and Rusk
talked with the President about the problem, 1t was apparent that some
kind of agreement was necessary. Both men had coples of the material-
on which Jones, Bowles, Labouisse, and Gant had been working -- frul..
lessly so far. Rusk turned to Bell and asked nim who and what was the
difficulty. In turn, Bell was candid: vhe Administrator-Ball relation-
ship was the problem. With the air thus cleared, the two men gradually
worked out what came to be called a five-point Peace Trea ty between the
Task Force and State. Most of the detailed work fell to Hansen and
Jones, and Gant was called by them on several occasions for clearance on

the specific language.
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On My 26th, Bell sent a memorandum to the President with the nota-
tion that “"Secretary Rusk and I are 2greed on the attached." The Presi-
dent's concurrence was asked. The memorandum was general, although 1t
did at least comment ori the major issues. First, it was agreed that the
Administrator would have the rank of Under Secretary, reporting directly
to the Secretary. Second, the Secretary was "to communicate with the
Administrator, as with any other member of the Department, through such
channels as he chooses, This does not mean that the Secretary would dele-
gate policy or organizational supervision over the administrator to any
other officer," -- an assurance that Gant felt wes essential. Third,
the Administrator was to be responsible for formulating ald poli~v and
programs for approval of the Secretary, and for executing approved poll-
cies and programs. TFourth, the aAdministrator, subjcct to the appraval
of the Secretary, was to be authorized to issue instructions to the am-
bassadors and through them to the mission chiefs on matters relating to
the aid program, although there would be mutual consultation on such
matters between AID and other parts of the Department affected. Fifth,
the salary of the Administrator wes to be an amount equaltzgﬁtgé Under
Secretary of State for Jiconomic Affairs.

On Monday the 29th, Bell sent a memorandum to Rusk informing him
that the President had approved. The Peace Treaty came much too late
to affect the 2cntent of the presentation material; the latter had lJeen
sent to Congress on the 26th,

Despite its sceeming specificity, the Peace Treaty was nevertheless
general and did not carry the assurances that Gant and others wanted to
see. There was no statement in the Treaty that Ball would not set policy
which the Administrator would have to carry out. This was the crux of
the issue. Gant wanted to avoild such 8 power for the Under Sceretary for

Economic Affairs. This had been why the Deputy Under Secretary for
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Political Affairs had been designated as the coordinating point for
economic-military aid. This was why rank and status for the Administra-
tor equel to that of the Under Secretary for Economle Affairs had teen
sought. The issue had been "fuzzed up" in the short run by the vague
language in the Peace Treaty. In the longer run, as the summer weeks
unfolded, 1t became obvious that Rusk sti1ll had in mind that Ball would
rerform such a role.

The President's Message on Forelgn Aid of May 26.h strongly supported
the upgrading of AID arnd 1its principal officers. It was also strong in
1ts insistence that the Secrrtary of State have a leadership role in
forelgn aid as far as other agencles of the Government were concerned,
On the former topic the President declared in part:

Responsibility and authority for the formulation and execution of

the forelgn development ald programs will be asslgned to a single

agency =-- the Agency for International Development -- within the

Department of State . . . . The new agency -- AID -- will be headed

by an Administrator of Under Secretary rank reporting directly to

the Secretary of State and the President.
On the latter topic, the Presldent made it clear that the Secretary of
State was to be in charge of military-AIL relations and also of any in-
volvement of other agencles in foreign aid or technical assistance. On
military aid he said:

In recognition of the fact that military assistance should clearly

serve the foreign policy objectives and commitments of the United

States, the Secretary of State provides continuous supervision and

general direction of the program, including the determination 2

to whether there should be a program for a country and the valuc

of that program.
ks to other departments and agencies, he stated:

International activities of domestic agencies should be clearly

either (1) necessary extensicus of their normal domestic missions

or (1i) undertuken on behzlf of and in support of programs and
objectives of the appropriate forelgn affairs agencles.
He also declared that the new foreign aid proposals would "strenghten

the affirmative leadership role of the Secretary of State in the develop-

ment and integration of foreign economic policies." The prestige of the
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President had been placed behind the upgrading of AID and the strengthen-
ing of the coordinating and leadership role of the Secretary of State in

foreign aid.

The Week Before Transmission. With the final White House meeting

out of the way on llednesday, the 17th, the final material for the presen-
tation volume ccempleted by the week’s end, and the semi-final fourth
draft of the proposed authorizing act distributed on Monday the 22nd, the
stage was set for a last week of rushed zctivity before the Presidential
transmission to Corgress on Friday the 26th. The week was marked by
memoranda and conferences, among which were Grady's memorandum to Labouisse
and, far more significent in the short run, the negotiations betwsen
Director David E. Bell and Secretary Dean Rusk. Gant, anxlous to begin
his Phase II, leading toward implementation, war busy both in organizing
for it and in hendling backfires apgainst his proposals as they arose from
one or another part of the bureaucracy.

It was not until the proposed legislative draft of May 22nd was
aveilable that the Vhite House proceeded to obtailn initial Congressional
clearance. Approaching both the leaders of the House and Senate, the
White House explained the main provisions 1ir the bill and the major lines
of foreign ald policy i1t wanted to pursue. There was some feeling among
Congressional leaders that they had been left uninformed about the acti-
vities of the Task Force, and this feeling contributed to a cataclysmic
finish to the Task rForce work. Speaker of the House San Rayburn, tue
most powerful man In Congress, declared flatly that the Administration's
plan fo sepavate military and foreign ald in different bills was com-
pletely unacceptable. 1In that form, he could not take responsibility in
getting the measure through the House. Much of the Congresslional support
for forelgn ald was tied to the fact that 1t contributed to United States

international security. Take that argument away, and the rest of the
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foreign aild program was a sitting duck. Idealists and economists did
not have much influence in Congress.

Because support for foreign aid at a high level was marginal at
best in the Congress, the White House had no alternative but to contact
the Task Force and the Departrent of Defense and ask that the two bllls
ve combined in one. Furthermore, this action would have to be done at
once because the President wanted to submit the foreign ald package to
Congress by Friday. Word come to John Rehm and his associates late in
the afternoon on Tuesday the 23rd. He immediately got in touch with his
counterpart in the Department of Defense, and they agreed to work on it
that night until they had rinished. Starting in about 5 P.M., they had
the bulk of the work completed by 3 AM. There was no time to do a com-
plete job of integratlon, buf the combined hills were put under one pro-
poccd public law, with Part I covering largely the economic aid program
and entli%led, "Act for International Development" and Par: II largely
covering military aid and entitled, "International Peace and Security
Act." Part III was more difficult for the drafter, since it covered both
titles in regard to general provisions and administrative matters.,

Next day, final clearances were obtained, and the proposed b1ll
was subsequently transmitted to Senator Fulbright, the Chairman of the
Senate Forelgn Relations Committee, who on Friday the 26th introduced it
in the Senate where it became S. 1983. St1ll, the concept of separating
military and economic ald, so ingrained in Administration thinking cven
before 1t took office, had heen given a rude last-minute shock.

The President's Message of May 26th. The last week berore submission

to Congress was also the occasion for intensive work on the Presidentts
Message that would accompany the proposed act to Congress. John Kell,
Peputy Chairman of the Tasl: Force, and Reubin Sterafeld, Executive Secre-

tary, turned to this assignment feeling that at last the end was in sight.
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They still had unpleasant memories of the last Message on [Foreign Ald
of March 22nd and they preferred that Sorensen and Goodwin not write
this message, Being a part of the Task Force, they had deep feelings
about what ought to be included and what excluded. The Message was one
more chance to put Presidential authority behind some of the key con-
cepts.

At the same time, the Bureau of the Budget took initiative to draft
the Presidential Message that would accompany the bill. Its reason for
doing so stemmed back to a Congressional mandate of 1960, Section 604
of the Mutual Security Act of that year had recquested the President to
have a study made of foreign 21d and to transmit 1t together with re-
commendations to the next Congress, This hzd been the orlgin of the so-
called 604 study that Barrett had directed and which James Frey of the
Bureau had largely drafted. The 604 study had been primarily descrip-
tive, and the reccrmendations of the President were now contained in
the proposals to be laid before Congress. Therefore, the Bureau de-
talled Frey to draw up a draft of the Message and include an explenation
of the handling of the Congressional request., Two paragraphs of the
relatively short Presidential Message were devotad to explanation of what
had happened. In part the President said:

To fulfill the first requirement at the request of the President,

the Bureau of the Budget conducted a study of the existing situa-

tion and prepared 2 descriptive and analytlcal staff report. That
report and the results of studies initiated by this Administration
have been available to executive branch officials concerned with
foreign cconomic affairs. The recommendatlons which follow constl-
tute my cresponse to the seccnd requirement.,
In additlon, a few coples of the 604 study were given to key Congressional
leaders for their information. The 60% mandate had been met.,
The two versions of the proposed Presidential Message, the one hy

Bell and Sternfeld, and the other by Frey Wwere very similar in content

but different in style. Dlscovering that they each werm working on the
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same project, they declded to get together after finishing to compare
drafts. John Bell was happy to accept Frey's, for the most pert, and
the Message that went to Congress was primarily his product.

The Message began with 2 few paragraphs cutlining the major program
goals of the two acts. There followed thé?Z;planation. More than half
the Message was devoted to a discussion of the organization and adminis-
tration aspects of AID. The President emphasized the need for upgrading
foreign ald officials and the entire agency. He devoted several para-
graphs to relations between Stete and AID, and single paragraphs to re-
lations with the Peace Corps, the Department of Agriculture and Food for
Peace, the Decpartment of Defense, and the regular domestic agencles. In
each case, the coordinating role of the Secretary of State was stressed, as

well as the basic responsibility of AID for formulating and executing the

foreign aid program.

Retrospect

Even before the Presidential Message, the proposed authorization
act, and the presentation volume were transmitted to Congress, opinlons
were belng expressed as to the efficacy of the entire Tesk Force process,
the strengths and iieaknesses of each agency and person that had played a
major role, and the wisdom of many of the substantive decisions. Most
of these comments were extensions of arguments that haed already been
made, altered with the 21d of hindsight rather than foresight. They
were not mutually consistent since their authors had different amounts
of informetlon and started from different perspectives.

The Task Force Concept. Most of those assoclated with the Tasl:

Force 8t high levels or heavily involved in its work in the White House
or Bureau of the Budget felt that the product of the Task Force was of
high quaiity. Their criticisms of the Task Force concept were largely

two-t'old: (1) Its starf became too large and unwieldy. Each of the three
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major groups expanded beyond the point that would have been best, es-
peclally the program development and organization and administration
groups. A small corps of persons would have produced results more
quickly, perhaps with fewer disagreements. (2) The Task Force Steering
Group became unmanageable in size, also. Resorting to the informal TFSG
was an acceptable alternative in terms of getting the job done, but in
changing the r&bs_;:the game half way through, the Task Force opened it«
self to criticism from the various interested agencies.

Some of the more severe critics of the Task Force, including some of
the members of Gant's work parties, felt that the organization and adminis-
tration side would have been handled best in one of several alternative
ways. Some contended that the Bureau of the Budget would have been the
best group to handle organization and administration. Its staff was well
acquainted with many kinds of federal agencies and skilled in making re-
commendations cn reorganization. Some persons thought that it would have
been best to sticl with the Blue Book, the document that had been produced
by Grady's office in February and Maich. "It was a better document than
most that came out of the Task Force in terms of the number of issues
faced, the degree of specificity, and the degree of internal consistency
among the recommendations,"” summarized one work perty member. Another
work party member felt thet a management consulting firm would have done
a far more effective job, with its established skill in reorganization
surveys.

The Role of Laboulsse. In retrospect, nearly everyone felt that the

role of labouisse had been hampered by the fact that he was not deslgnated
the permanent aid agency administrator in advance. He could not sprak or
act with authority either within the Task Force cor in external relations
with Scate, other interested agencles, or the White House, anc certainly

not at the Cabinet or Presidential level. He himsclf considered this his
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most severe handicap. He could not make firm decisions on organization
or recruitment, This was costly in delays. It was not the Task Force
that suffered through the delay and indecision 8s much as ICA and the
other foreign aid agencies.

Some believed that a second shortcoming of the Labouicse role was
that he did not enjoy the Washington bureaucratic Jungle. He was discreet;
Some thought of him as passive and lacking in push and follow-through. He
lecked foughness and was uncertain. One Task Force member felt that such
characteristics had been made into a greater sin than they really were.
"If these were his administrative behavior patterns, why wasn't a strong
subordinate appointed to help Labouisse: And one completely committed
to development?" |

The role of Laboulsse was affected by the fact that with Dungan
and Dentzer active in the Task Force and ICA, respectively, the appearance
was given that he always had someone looking over his shoulder, checking
up on him. The image was that foroign aid and the Task Force were not
turned over to him completely, to do with what he could.

In addition, some of his close associates felt that Lebouisse
became too attached to ICA too quickly, and therefore was unable to
lend his support in making adequate changes. ICA personnel had too
much access to him. Being a considerate person by nature, this prema-
ture acquaintance with ICA influenced him more than it might have nther
persons. Another aspect of the same side of Labouisse was that he tended
not tu see whites and blacks but only grays. Declsions were not made
quickly and decisively, and new information was absorbed too slouly.

Given the time pressure and the need for action, the effect of these
characteristics was to move some of the channels of action around, rather

than through, Iabouisse,
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The Role of the White House. Both the Bureau of the Budget anc

the White House were generally supportive of the efforts of the Task
Force and of George Gant and his group. The White House was criticized
not for the occasional -- almost rare -- reversal of policy that 1t had
to make on political grounds, but rather for what it did not do. Three
shortcomings were especially frequently mentioned. There was inadequate
attention given to marshalling public support for the program. The

White House had taken responsibility for this sector but had done little.
Another White House assignment was liaison with Congress. Many parti-
cipants in the Task Force considered this to have been a falling of

the two-month procedure. The hurried combination of bills in late May
would have been unneccesary if adequate 1icison had been a fact, 1t was
argued. Finally, the White House and the President had to accept respon-
s1bility for the uncertain status of Laboulsse. Apparently their dissatis-
faction with Labouisse started early, but action in regard to his post
was long delayed.,

The Role of the Department of State. The inner circle of the Task

Force was very critical of the role of the top officials of the Depart-

| ment of State. Rusk, Bowles, and Ball were only slightly involved ir. :che
Task Force work, and were never really active. Yet, some of the main
1ssues faced by the Task Force were those of State-AID relations. There
were many reasons for their staying on the periphery. Their positiomy
were nlghly demanding, and they had no "free" time. None of them wWerc
pover~sceking types and at least two of them did not like to push libo
matters that were not cleariy of utmost concern to them. Furthernoce,
the White House had taken the major role in Task Force work, so thel.:
seered 1little reason for them to jJoin in. State was adequately represent-
ed by John Bell. Finally, chelr central interests zad ecacer:. were on

issues ~“her then foreign aid.
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Fundamentally, the role of the Department of State was determined
by Rusk and the system of administration he had establlished. Typlcally,
it was often hard to teall what Rusk thought of an idea when it was pre-
sented to him. Ile wac a Secretary who tended to Judge and dispose of
issues rather than set out and blaze a trail. He ran the Department of
State on o senior partnership basis, Kot all 1ssues had to e pr2sented
to him for decision. 7¥nstead, he expecked his subordinates to make deecl-
slons on thelr own. Even persons lower in the hierarchy could go to the
President directly on certain issues. 7Task Force decisions Were ltems
that he belleved should be handled by others.

The Role of Gant, It was Gant's role that oroved to he the favorite

topic of the post-mortems, second to that of Labouisse. The reason was
clear. Orgunization and administration had been the heart of Task Force
work, as indicated by the proportion of the Presidential Messagre of May
26th that was devoted to them. Furtherimore, Gant had made a number of
novel propcsals. Admirers of Gant referred to his "sophisticated and
unorthodox" way or’ solving organizaticnali;dadministrat1Vﬂ problems.
Critics charged that the organization was so unique and reflected Gant's
management philoscpny to such an extent that only Gant could run it effec-
tively, without serious modifications. Others said that the unusual charac=-
ter or Gant's recommendations stemmed from the fact that he did not know
enough about ICA and DLF, That Gant's work was not entirely capriclous
wee lllustrated by the guidelines he 1ald down from time to time and the
fact that Biren, by no means a close follower of Gant's administrative
philosophy, could nonetheless come up with recommendations that were simi-
lar in major respects to those finally set forth by Gant by following his
guldelines.

There was continual debate about Gant's methods. The lacKk ot

collegia™ procedurss within his group was a point pitterly uttac:ied by



those who disagreed with the outcome. Defenders contended that strong
leadership by Gant was the only way in which a consistent body »f recom-
mendations in the organization ard administration fields could be achieved,
There were too many willing cooks who would have spoiled the stew.

If the test of accomplishment of the objectives that Gant had in mind
were applied, a2 considerable degree of success was evident. t1le he modi-~
fied his own vlews on several major points during the two months, he was
able to place in the proposed authorizing act, the preseatation volune,
and the Presidential Message of May 26th most of the key concepts he
wanted. His oun working groups, the other Task Force groups, the large
Task Force Steering Group, ICA, and DIF -- none of these proved ¢to he
barriers to carrying out his plan,

He was thwarted primarily when relations with other agencies wvere
involved; he could not control 1issues affecting such relations closely.
Freeman and Shriver had a kind of power he could .ot match., IPor politi-
cal reasons, the White House had to reverse him on certain 1ssues such
as the NAC and the outhouse committee. The informal TESG gave trouble 1in
a couple of instances, but largely because of its Judgment of the exter-
nal relations of AID -- as in the case of relations with the Department
of State, State itself proved a gtumbling block.

His technlque was many-folded: no group meetings with his staff,
no attempt at gettinz zonseonsus with his staff, chanees in staff “rom
time to time, care in defending his Jurisdiction from intrusion W other
Task Force groups, the selection of knowledgable "insider" as his cdoputy,
few dealings with the large TFSG, avoldance of group meetings with repre-
sentatives of other agencies, few meetings with ICA und DLF personner.
all cxternal contacts kept in his hands, regular contacts with the Bureau
of the buigat and the 'rii. House., 1In addition, there zimply wasr = lack

of aiy substantlal substaptive roview of Gant!s prorosals above nim.  Time
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was very short, or one thing., The TFSG was unwieldy. The members of
the informal TFSG were too preoccupied with cther matters. And Labouisse
felt that he or whoever else would be in charge of AID could modify the
organlzation and administrztion propasals later. Most of the proposals
did not affect the legislative provisions, after all.

Another factor that affected Gant!'s performance was thot he was un-
able to sell the product he produced on several occazions. He was not of
the soap salesmen varizty, nor was he of the persaasive courtroom lawyer
type., 1In the eyes of several of the Task Force members he failed tc com-
municate effectively with Labouisse, the informal TPSGQ, State, and the
Bureau of the Budget and the white House on several occasions. Much of
this was due to the shortage of time op conflicting perspectives, But
the lack of underastanding of or conviction concerning the Gant plan in
certain respects remained,

The Issues and Decisions. Most of the i3sues confronting the Task

Force were historic. They had been with the foreign aid progrem since
its inception., The relation to the Department of State, the relation to
military aid, the role of technicsl assistance, integration of foreign
ald activities -- these and other questisns had been debated since the
late 1940s. The domestic and international contexts of 1961, political,
economic, and military, helped to give some of the historic issues par-
ticular twists or sipgnificance. The President!s emphasis on nationa:
plans and countrr nrograms was not new, but tackled arfrash a problcm ag
old as foreign 21d itself. The desires of Agriculture, Commerce, Labor,
Health, iiducation, and ilelfare, and other departments to play A4 larger
part in the foreign aid had some new aspects, given the "internationalizing"
of some of the regular domestic dapartments, but the issue stemmed hack
to the problems encounterec with the old Interdepartmental Committee on

Seientific and Cultural Cooveration beginning in 1939. The Tressury hed



markedly different personnel, but the debate concerning Treasury controls
over forelgn lending activities had gone on since World War II.

Even 1in the narrowest administrative matters confronting Gant, the
Issues were historic in a different sense: reorganization efforts in
many different kinds of agencies had encountered them time and time again,
The regiona) versus functional pattern of organization, centralization cr
decentralization of administrative services, a negative or positive approach
to personnel and budgeting, span of control -- these were not novel issues.
although they were given particular applications by the Task Force and
forelgn aid environment,

In part because the issues were historic, it was to be expected that
8 lack of consensus would exist as to the appropriateness and efficacy
of the solutions reached. Grady's memorandvm to Gant of May 16th was clas~
sical in portraying an approach to management different from Gant's. Part
of Grady's pattern was centralization of administrative services; thus
Grady 1liked the reglonal approach of Gant, but not the decentralization
of a number of administrative services to the regions. Part of the ad-
ministrative system Grady favored involved a traditional approach to span
of control and other "principles." Grady was prophetic when he wrote to
Gant:

Your plan currently provides that 14 senior unit heads will be

directly responsible and report directly to the new Administrator.

+ « o I do not believe an Administrator, even assisted by a full

Deputy Administrator, can effectively handle this increased burden

of supervision and at the seme time meet the other heavy leadership

and representational responsibilities. I would suspect that some

"elustering" of this group of 1%... w11l in time be essential or

in the alternative, the Administrator will have to establish two

deputies as well as several senior special assistants.

Aside from specific 1ssues such as span of control or the concept be-
hind the proposed Office of Development Research and Assistance, the poste

mortems tendad to conneniruie on whether the Task Force hed placed its

time and energy in the right places. Latculsse, the Rureau of the Budget,
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end the White House were all satisfied with the general 1lines taken by
the Task Force and the performance turned in, and were specifically
pleased with the organization and administration portion of the work.
Each would have medified one or ancther part of the organization propose
als, but they telt the net product was good,

The major critics of Gant and the Task Porce tended to challenge
the assumption on which the Task Force was based. The condemnation of
old ways of dolng things was largely an emotional reaction caused by
frustration within the United States at the way in which world events
were going, they insisted, Somethingz and somaone had to be damned; ICA
and 1ts top personnel were sitting targets. Change for the sake of
change was imperat’ve if any substantial support was to come from Cone-
gress and the country. One critic who had worked hard for the Task
Force commented, "In foreign aid, we trade a lousy organization every
two years for a few bucks,"

The work had been done under pressure. The target date for presen-
tation to Congress that had beer set in early April had been missed by
over two weeks. There had not been enough time to do a complete job.

In Gant's part of the work, two aspects that he himself felt were not
given adequate attention were relations with the regular domestic agencies
and relations with the Alllance for Progress program in Iatin America.
Some of his critlics felt that he had ignored or at least seriously under-
estimated the importance of the supply side of the personnel and con-
tracting picture -- the marshalling and strengthening of the resources

of the United States for international development.

Sacrifices had been made by the Task Force and the Administration
to the requirements of Congressional presentation and consideration.
Soclal aspocts of foreign ald were underplayed in pari because they

were not considered especlally saleable politically and in part hecause
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the Task Force and the Administration was heavlly weighted in the econo-
mic direction. The separaticn of mllitary and economic aid legislation
was abandoned on the same political altar.

In the long run, the work of the Task Foree could only be Jjudged by
the extent to which the Administration could accomplish its objectives,.
The fesk Porwe did provide the Administration with most of what 1t wanteds
& step toward new legislation, new organization, and a new program, and
some {lexibility in obtaining new personnel, et least at higher levels.
Whether the Congressional victory would be won and recrganization would
be implemented depended on future events. Meanwhile, the Task Force
technique had at least kept the door open for future changes, even though
the cost was delay and lowered morale of personnel working in fore;gn

aild agencles.



