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FOREWORD
Under a contract between the Commission on the Organization of the

_Government for the Conduct of Foreign Policy and the National Academy of .
Public Administration Foundation, the Academy conducted a study of the actual
effects of organizational reform in foreign affairs. Th? consequences of
attegpts to restructure complex organizations are numerous and difficult to
'anticipate fully. Neither the Commission nor the Academy expected that the
feéults of the study would provide answers to this ﬁatter by describing laws
of orgeni:ational change which could be mechanically applied. But both
shared the view that, before proposing changes in the complex organizational
setting responsible for the conduct of foreign affairs, the task of the Com—
mission would benefit from as clear am understanding as possible of the ac-
tual effects of such changes and of the factors which accounted for those
effects, anticipated and otherwise,

Nine case analyses were made of recent changes in the organization of
the United States Government for the conduct of foreign policy--three involve
foreign affairs personnel, three concern policy planning and coordination,
one focuses on the overseas establishment in terms of the role of the U. S.
Ambassador, and two relate to foreign aid. The cases cover instances of
high and low success in terms of attainment of the objectives of the refofm,
of relatively simple and relatively complex change, of small and large scale
modifications, and of internal and external stimulation for change. Each case
analysis is based upon a thorough review of relevent documents and upon ex-
tensive interviews of persons who had been involved in the reform effort. .

With regard to each of the nine cases, the context is provided including

8 description of the actions taken, the major actors involved, the sequences

¢f decisions and events, the dominant considerations which came into play,
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and the outcome. The major effort in each césc study, however, is an inten-
sive examination of the following questions:
1. VWhat effects were the proposed changes intended to havc?
2. What effects, intended and otherwise, were actually experienced?
3. What factors appear to have been responsible for the actual effects
—
of the changes?

The study was conducted by a panel composed of Richard W. Barrett, manage-
ment consultant in New York City and publisher of the American Bicentennigl
Monthly; Roy W. Crawley, Executive Director, Natiomal Academy of Public Admin-
istration; I. M. Destler, Research Associate, Foreign Policy Studies, The
Brookings Institution; James W. Feslef, Alfred Cowles Professor of Government,
Yale University; Edmund A. Gul;ion, Dean, fletcher School of Law and Diplomacy,
Tufts University; John E. Harr, associaté, John B. Rockefeller 3rd; New York
City; Frederick C. HMosher, Doherty Professor of Government and Foreign Affairs,

University of Virginia; and Harold Seidman, Professor of Political Science,

University of Connecticut.

Authors of the individual cases include Leland Barrows, former U. S. Am—
bassador to Cameroun and Togo and most recently Director of Aid and Commercial
Studies of the Center for Strategig Studies; Georgetown University; Chester A.
Crocker, Director, Master of Science in Foreign Service Program, Georgetown
University; Manlio DeAngelis, former official of the Agency for International
Developnment, currently consultant to the American Society for Public Adminis-
tration; Dominic Delguidice, formerly Director of Urban Studies for the Nation-
al Academy of Public Administraﬁion, Presently consultant to the General Govern—
ment Division of the U. S. General Accouﬁting Office; Michael M. Harmon, Asso-
ciate Professor of Public Administration, The George Washington University;

Erasmus II. Kloman, Senior Research Associate of the Natienal Academy of Public
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Administration; William T. McDonald, former fédcral personnel administrator,
now a consultant in personncl man. jement and training who has served‘on sever-
al Academy panels; and Melbourne L. Spector? former official in the Departr'
ment of State and the foreign aid program and currently a management consultant.
Brief biographies on the panel members and case consultants are provided in

-~
Appendix B,

Two panel meetings were held. The first was devoted to a review of the
proposed approach to the study, including a common frame of inquiry, and the
methodology and procedure to be followed in each case. -fhe first drafts of
the case analyses then were prepared and circulated to the panel and the other
case consultants for review and comment. The cases were revised, as appro-
priate, and a second panel neeting was held; it was concerned primarily with
the development of conclusions and generélizations for the summary portion
(Part One, Chapter II) of the report.

The report is divided into Part One, consisting of a2 chapter on the
changed environnment (1945—?5) within which U. §. foreign affairs agencies
function, and an overview chapter based, in large measure, on the findings
from the case analyses; and Pare¢ Two, consisting of the nine case studies.

On behalf of the Academy, I express appreciation to the panel members

and the case consultants for their contribution to this important study. I

sincerely trust that it facilitates the significant work of the Commission.

N yy) :
(-a—d

 Roy W. Crawley
Executive Director

A




CHAPTER X

FOREIGN AID: THE TRANSITION FROM ICA TO AID, 1560-61

Prepared by

Manlio F. De Angelis




FOREIG: AID: THE TRANSITION FROM ICA TC AID, 1960-61

Contents

T Page

Intreduction " X-1
Scope and Highlights X-1
Setting and Background: Conditions Leading to Attemnted Change X-1
Major Organlzat*onal Units Involwved X-3

The Stimuli for Organizational Chan 1ge X-3
Pres’dential Change of Administration X-3
Congressional Attitudes and Section 604, Mutual Security X-4

Act of 1560
Expanded Rele of the U.S. in Foreign Economic Activities X-5
Transition Planning and Implementation: Methodology X-6
Pre-Election Pelitics to the T-"cn:elgn Aid Message of March 22, 1961 X~6
Implementing President Kennedy's Message X~13
Effects of the Rsorganization X-17
What Were the Intended Effects? X-17
- Wnat Effects, Intended and Otherwise, Were Actually Exnerienced? X-18
Lessons Learned About the Organizational Change Process X-31
Limited Organizational Changes Most Likelv to Succeed Z-31
Newly Appeinted Agency Heads Quickly Become Advacates for Agency X-32
Interests

Timing and Timeliness of Initiatives Are Most Important X-33
Top Level Lezdership and Stimulation Needed X-33
Continuity of Reorganization Plarmning and Implementation Ts Essential  X=34
Congressional Clearance and Public Support Factors Are Important X-34
Adegquate Planning for Personnel Changes Is Essential ' X-35
Program Methods Changes Have Extencive Effects on Orgarization X3z
Trarnsition Phases from Existing to Reorganized Entities are Reguired X~36

Chronology of Key Events X-38




FOREIGN AID: THE TRANSITION FROM ICA TO AID, 1960~61

Introduction

Scope and Highlights. This case involves the transition process from the

International Cooperation Administration {IC4A) — and other related foreign aid
agencies -- to the Agency for Internatiomal Development (AID). It covers the
peried from the Summer of 1960 through the reorganization that created AID in
November 1961.

The setting, organizational elements, and stimuli for change are briefly
presented. Im addition, the principal change agents and forces that shaped the
teorganization are identified., The main focus is on the effects and the causative
factors. An analysis is made of the objectives met or mot met and the under-
lying reasons. Finally, the organizaticnal change process, keyed to lessons
learned from the case, is discussed.

The basic reasons for the success of the AID reorganization are that it
was timely, well-prepared, and responsive to needs of the less-developed countries
that had attained sympathetic attention of the people, Congress, and the President
of the U.S. The political campalgns of 1960 and the 1961 momentum of a new
administration climaxed in recommendations and proposals thzt, generally, were
accepted. The reorganization and new concents also sought to reduce the causes
of many of the criticisms of the past. In short, the U.S. did resvond to the
spur for world léadership in development, and manv other nations increasingly
jeined in the effort by participating as foreign aid donors.

Setting and Backgsrcund: Conditions Leading to Attemnted Chanse. The U.S.

Governxent's efforts in the foreign economic area have grown and evolved with




the development of the U.S. as a world power. They have been spurred also bv
the increasing interrelationship of deomestic and international economic affairs
and the sharpening cf econonmic and "eold war' competition with the Communist
world. The 1947 Greek-Turkish Aid program, including both military and economic
assistance, marked the bepinning of a new phase. The Economic Cooperation Act,
in 1948, led to a four vear (Marshall Plan) large scale capital transfer effort
for 17 European countries based on recovery plans which they developed. The
Point IV technical assistance Program was proposed in President Truman's
inaugural speech in 1949, After the Korean invasion, the main justification for
economic aid was its contribution to U.S. Security,

Under the Mutual Security Act of 1954, the relative emvhasis on military
assistance lessened and other instruments were created or enlarged to provide
free world economic stability and growth. The Export-Import Bank's operations,
principally to promote U.S. exports, were expanded. The Development Loan Fund,
established in 1957, also evidenced =a growing emphasis on loans, rather than
grants, for “oreign econormic assistance. Public Law 480 of 1954, providing
disposal of surplus agricultural commodities, developed into an important aid
instrument, Furthermore, the U.S. contributed a major vart of the funds for g
variety of regicnal and international organizations and programs, such as the
UNDP, the IMF, the IBRD and its affiliate, the International Development Asso-
ciation (1960), and the Inter-American Develovment Bank (19690).

The history of foreign assistance has been narked by periodic and frequentiv
disruptive structural, personnel, and policy changes. These have occurred as
the ICA and its predecessor agencies moved from seekina economic recovervy in
Europe, to a focus con political and military security cbjectives, and then to

emphasis on economic and social advancement in developing countries. The programs

have be-n considersd “temporary” and the annual legislative authorizations and




appropriations have involved detailed Congressional reviews and, fregquentlvy,
the addition of restrictive legislative recuirements. So much of the time of
officiils has been required for these reviews that, often, too little topside
attention was left for administrative direction.

Hajor Organizational Units Involved. 1In January 1961, the outstanding

organizational characteristic of U.S. foreign economic assistance activities

was their high degree of dispersal amone executive departments and agencies.
This dispersal reflected the diversity of the U.S. economy, the complexity of
foreign affairs, and the tendency to create organizations and assign responsi-
bilities in the foreign economic field based on domestic politrical considera-
tions. Furthermore, this "topsy-like" growth, during the 1950's, mav have been
partly the result of the multinle purposes to be served, as well as the delib-
erate strategy of some tep officials aimed at getting more total funds by having
many sources for foreign economic assistance. State had a maior role in the
foreign economic field and, historically, was responsible for foreign affairs,
but it no longer had the dominznt role. Treasury, Agriculture, and Commerce,
the Development Loan Fund (DLF), the Export-Import Bank (EXIM), the Department
of Defense (DOD), and the International Cocperation Administration (ICA) -~
though it was semi-zutonomous uﬁder State -~ had overationally significant
roles. Many other less well-known agencies also had imporiant functions. The
President and the White House Staff, the Burezu of the Budget, and the Tood for
Peace Program (PL 480) were vital elements in this progran area. The "to-be-born"
Peace Corps was yer another organization which later would have lzrge numbers

r

of volunteers overseas.

The Stimuli for Organizational Chanse

Presicdential Change of Administration. During the election vear of 1960,

]

it was clear that, whether Kennedy or Nixon won, foreign aid would be subjected
’ ¥




to a new and critical look since annual authorizations and approsriations were
required. Therefore, the new President would have to develop proposals on
foreign aid for submission to Congress. 1In addition, he would have to take
appropriate executive actions since the appropriations would be made to him,

Following his nomination, Senator Kennedy, with appropriate publicity,
had cormmissioned Adlai Stevenson to prepare a report on foreign policy problems
as one in a series of advisory committee reports to be delivered in the transition
period between the election and the inaugural. After Kennedy's election, more
reports were needed as foundations for new programs and policies, Public reports
also were considered valuable for use as "trial balloons" to test the political
climate fer changes and as evidence to the public of mounting and continuing
momentum for the Kemmedy administration. George Ball and John Sharon, Stevenson
associates, headed a series of task forces, including among otherss foreign
economic policy, Africa, and overseas personnel. Kennedv's private judgrent on
the task force reports, delivered by January 1961, ranged from helpful to

1

terrific. Because of these intensive advance preparations and his own definite
views formulated during his service in the Senate, Kennedy's program took definite
shape well before his inaugural on January 20, 1961. Thus, the President was
able to take the :gislative initiative imnediately ~- submitting 16 comprehensive
messages (foreigu aid and Latin America included) plus some 277 separate requests
to Congress during his first hundred days in office.

Coneressional Attitudes and Section 604, Mutrual Security Act of 19en,

Congressional opposition to U.S. economic assistance programs continued to rise

after the cessaticon of the Korean conflict. The termination of alil economic

Sorenson, "Kennedy", p. 237.




assistance within 24 months and military assistance within 36 months was

specified in the Mutual Security Act of 1953, By 1954, Congress had softened

its position somewhat but still required the termination in 1955 of the Foreign

Operations Administration (FU0A). Accordingly, President Eisenhower abolished

FOA in 1955 and created ICA within the State Department. Despite the changes

in organizational structure, Congressional dissatisfaction continued, as shown

in part by the following:

l‘

3.

By 1960, criticism of the program was widespread.

Congressional establishment of the office of Inspector General
and Comptroller for Mutual Security reporting to the Secretary of State
to review, inspect, and audit the foreign aid programs and to evaluate
their effectiveness,

Senator Fulbright's amendment to the Mutual Security Act, as
finally enacted, called upon the President to have a study made and
required findings and recommendaticns to be reported the following

As enacted, Section 604 provided:
"The President shall have z study made of the functions

of, and the degree of coordination among, agencies engaged
in fereign econcmic activities, including the Department

of State, the International Cooperation Administration,

the Development Loan Fund, the Export-Import Bank, and

the Department of Agriculture, with a view to providing the
most effective means for the formulation and immlementation
of United States foreign economic policies. The President
shall include in his presentation to Congress of the fiscal
vear 1962 mutual security program his findings and reccrmen-
dations resulting from such a study."

Congress aszked the President to arrange for a nongovernmental
study of the advisability of establishing a Point Four Youth Corps.

the walls of Congress there were charges of waste, inefficiency, unjualified

personnel, poor organization and administration, lack of coordination, lack

of information, and failure to follow Congressional mandates.

Expanded Role of the U.S. in Foreisn Economic Activities., As of 1960-61,

U.5. foreign economic activities involved a diversity of goals and objectives,

many of which were in conflict. The Januasry 1961 Section 604 Study stated:

Both within and outside



"There is no overall set of objectives tying together the various

functional groups of activities; viz, foreign assistance, economic

defense, and eccnomic reporting."?

The expanded role of the U.S. foreign economic activities, in additicn
to countering the Sino-Soviet Bloc economic and military competition served
multiple assistance objectives and many broad domestic purposes, including:
(1) expansion of foreign trade and U.S. exports; (2) maintenance of a vigorous
and growing U.S. economy; (3) regional economic integration; (4) development
of underdeveloped nations; and (5) participation of private enterprise in
foreign investments. Vast improvements in communications and transportaticn
facilities had shrunk the oceans and multiplied the econcern of the U.S. at
disruption in the economic or security situations throughout the world. Accord-
ingly, there was widespread interest in improving U.S. organizational capacity
to respond to world challenges. There was support for more emvhasis on providing
capital for develcpument, social progress, and modernization. In 1959, Senator
John F. Kennedy, after mentioning the national preoccupation with the missile gao,

"called attention to another gap which, he s:id, 'constitutes an

equally clear and present danger to our security' -— the economic
gap. By this he meant, "The gap in living standards and income
and hope for the future -- between the stable, industriaiized

nations of the north, whether they are friends or foes, and the
overpopulated, under invested nations of the south, whether they
are friends or neutrals."3

Transition Planning and Implementation: Methodolopy

Pre-Election Politics to the Toreien Aid 'lessase of March 22, 1961. The

Congress, the political parties, the Presidentizl candidates, and the nation

as a whole seemed to focus on foreign economic policy and, particularly, foreign

Bureau of the Budget, Staff Report on "Organization and Coordination of Foreign
Economic Activities'", p. 1-3, Vol. I. (Prepared pursuant to Section 604 of the
Mutual Security Act of 1960 which resulted from Senator Fulbright's amendment —-
s¢e item and text guoted above regarding Congressional dissatisfaction.)

3Schlesinger, "& Thousand Days", pp. 590-591.




aid as issues for ich selutions should be found in 1950- 61. The sparks cof
dissatisfsaction mentioned above needed only strong leadershin to effect change.

Stevenson made 34 specific recommendations to President-Elect Kennedv in his

foreign economic poli ¢y report delivered several davs after the pclls eclosed
in Noverber 1960. The basic thrust was to return foreign affairs leadershir
to the Secretary of State and to clarify and strengthen the positions of .S,
Arbassadors. Recommendation ¥o. 4 read:

"To coordinate all our f. ‘reign aid programs, a2 Ceatral Foreien Assistance
Agency should be estabiished with a Director apoointed by the President
and responsible to the Sec:etary of State; the agency sheuld not, how-
ever, be located adnm inistratively in the Department of State."4
Stevenscn's recommendations were actually a synthesis of his own thinkine,

as well as that of George Ball. On X “ovember 24, 1960, Bzall was made chairmen
of seven task forcer which were composed of leading consultants, economists,
and scholars -- many of whom had prepared ezrlier studies for Presiden
Eisenhower and/or Congressional committees. The task force reports were to be
submitted by December 31, but were not completed until mid-Jznuary 1661,

Congress had placed on President Eiserhower resconsibility for gettine under
way the Section 604 study reguested. On Jume 2, 1960, he put the Bureazu of the
Budget in charge, although it was to make use of the rasources of the interested
agencies. The 604 study was reproduced in Janvary 1961 and distribured on a

ed basis within the government. Though it was most useful as a brie fing
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Repert to the Henerzble Jobun F. Kennedy -~ Summarv of Recormindztiors
Forces", Dec. 31, 1560, unpublished bu. available OME Libr .
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The study was comprchensive in its description and analvsis of the present
agencies, programs, and legislaticon and included a brief history of government
activity in the area. Its analytical secticns examined the dicpersal of foreign
economic activities among more than a dozen major agencies; it also contzined

a short section and three grouns of charts on alternative organizational arrange-~
ments which covered the major themes and patterns rhat had been advanced uver
the years for the reorganization of foreign affairs functions. These were:

(1) alternative arrangements in the Executive Oifice of the President; (2) pro-
posals for a separate foreign economic agency; and (3) comsolidations within

the Department of State. However, the 604 study contained no direct recomren—
dations of its own.

The agencies directly involved in fereign aid activities, and their leaders,
wecre aware in the summer of 1960 that changes were coming. They began to carry
out advanced planning and research so that the new administration would have,
in convenient form, the best thought available to facilitate moving quickly to
make changes desired. The various studies and reports were circulated and ex-
changed, and each author, in effect, sought allies elsevhere in the bureaucracy
toe support his point of view and his agency's interests., Edward W. Weidner gives
a thorough picture of the nultiplicity of studies, and points of view and names,

i &
too numercus to be listed here, of the persens involved,
Congressmzn Reuss, in 1960, succeeded in having ineluded, in the Mutual

Security Act, a provision réquiring a studvy of the feasibilityv of a "Vouth Corps™

under the Peint Four program. Late in 1960, ICA contracted with the Colorado

6

Weldner, "Prelude to Reorpanization: The Kennedy Foreien Aid Mer-age of

March 22, 1961", vages 46-76, The Inter-University Case Program, Inc., Svracuse,
New York, 1869,




State University Research Foundation to conduct the study. In January 1961,
Kennedy set up a Task Force under Sargent Shriver to formulate a plan for.the
new undertaking to which he had become committed,

President-Elect Kennedy had to decide whom he would appoint to his
Cabinet and to numerous subcabinet posts. Also prior to his inauguration, he
was attempting to set the programmatic and policy course for his new administra-
tion. Since no new organization for foreign economic and foreign aid affairs
existed, Kennedy decided to designate new leaders for the already established
posts with the expectation of later shifting them into whatever new structures
would be created, However, shortly after such new officials were designated,
their points of view concerning organization frequently shifted to reflect the
positions of the bureaucracy they were to lead. For examnle, while he was
Under Secretary of State, C. Douglas Dillon had prepared az report recommending
“that the EXI} Bank should be split in two, with its development loan activities
transferred to the centralized agency and the National Advisory Council on
International Monetary and Financial Policies (NAC) shorn of its approval
authority over development loans." 0On December 16, President-Elect Kenmedy
announced that his cheice for Secretary of the Treasury was C. Douglas Dillon.
The EXIM Bank and NAC reccrmmendations were not ineluded in Dillon's later
draft.7 Two ICA officials, Warren Wiggins and William Josephson, dissaticfied
with the outlcok for the new foreign aid agency and interested in the concent,

had prepared a draft proposal for a Peace Corps entitled, "A Towering Task."

[

On reading it, Shriver was impressed and shortly thereafter Wiggins and
=3 ] i ) 244

Josephson were transferred to his preliminary planning staff. Almost immediately,

7

Weidner, op. cit., p. 49,
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they became strong advocates of an independent Peace Corns.

The designations, on Decexber 15, of Orville Treeman as Secretary of
Agriculture, and Ceorge S. McGovern as Director, Food for Peace: on Januvzry 25,
of Henry R. Labouisse as Director of ICA, and Frank M. Coffin as Directer of
the DLF; -ad shortly therezfter of Harold F. Lincur as President of the EXTM
Bank, and Sargent Shriver as Director of the Peace Co: s did not serve to
promote a compromise among the ICA-DLF-Agriculture-State points of view. Rather

ous meetings that George Ball convenad with them to discuss foreien 2id

F4

the var
{after his appointment as Under Secretary of State for Economic Affairs on

January 11 and the submicesion of his report entitled, "Report of the Task Furce
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av") served to reopen all the issues once agsin.
Accordingly, Bail decided that it would be better to have initizl work éGne on

a staff level instezd of continuing negotiazions with agency heads and Cabinet

n

mem.ers, John O, Bell, Deputy Cocrdinator of Mutual Security in State, and his

ity for develoning organization charts
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L. FEow weuld foreign zid be coordinzted with foreivn economice pclicy,
military assistance, multilateral programs, and bilateral DrOoZrans
cf other countries?

2. ¥nat would be the relation of the new foreisn aid agency to the
Departizent cf Stare?

v Secretarv of State for Eeronormic
ministration?

4. How inclusive would the consolidation of forezign zid agencies be?

5. How integrzted would the new apency be —— a mere holds ing commpanv,
2 f ~geogr.phic approach, or emphasis on regions?
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(This is where the major battle was: technical assistance and
soci:-l development versus loans and the “"bank"™; and also Washington
regional offices versus functional offices.)

By his January Inaugural and State of the Union Addresses, President
Kennedy, as a result of his own study, his task forces reports, and discussions
with his White House Budget Bureau, and agency advisors, had committed his
administration to & course of action for:

1. A new foreign aid program with new legislation.

2. A methed for proceeding with the reorganization which looked to the

Secretary of State through Ball to have the prime responsibility
for making recommendations to the President (though the BOB and

newly appointed officials such as Shriver, Freeman, and McGovern
were to take initiatives in their respective areas).

3. Broad new policies that still needed definition at the level of

program cperation and organization were not clear as to exactly
what would be included or how the new agency would be internally
structured. Within the bureaucracy, three positions had emerged
strongly: the DLF banking proposal, the ICA Cabinet-level unified
agency apprecach, and the John Bell-Dillon suggestion for a stronger
coordinating mechanism within State.

The first meeting of the National security Council under President Kennedy
assigned the responsibility for developing foreign aid reorganization recommen-—
dations to the BOB. This was to be expected given the Bureau's lead role in the
604 study. Hewever, George Ball had been appointed Under Secretary of State
for Economlc Affairs and had chaired Kennedy's Task Force. Therefore, given
the lead role assigned to State for foreign affairs coordination and the ctaff
rescurces availsble to them in John Bell's Mutual Security Coordination office,
it seemed logical to the BOB Director, Davidé Bell, that George Ball be chzareed
with recommending a program for Presidential consideration. Accordinglv, Bell

passe: the main initiative for reorganization to beorge Ball,

During February, the Ball led group and John Bell vroduced four drafts of

g
Weldner, op. cit., p. 102.



a "Growth for Freedom Memorandum" for the President which was discussed bv
a flexible group of senior staff members of the various agencies and of the
BOB and Vhite House who were very much divided along bureaucratic lines re-
flecting the special background and interests of each agency =-- explained
below -- on legislation and funding as well as organization proposals, The
draft was a compromise with respect to regional and functional office relation—
ships, and was based on some political assumptions about inclusions of the
Peace Corps and Food for Peace that had not been decided by Kennedf.

A meeting on March 6, chaired by Sorensen, revealed that there were still
many reservations concerning the reorganization proposed in the paper, including:

1. Agriculture did not want to see its role confined to declaring
surpluses and preparing them for shipment abroad.

2. MNMcGovern reacted negatively, cbjecting to having his Food for
Peace office buried several layers down.

3. Shriver emphasized that the Peace Corps had to be independent and
not buried; he did not want it ia the new zid agency.

The meeting did not resolve the fundamental differences. David Bell, prior to
a March 13 date that was set for a meeting with President Kennedy, helped resolve
several other basic organizational questions:
1. He attached the lzbel "Resource Staff" to the functional offices,
thus clearly indicating they would not be in the operationzg]l line
of authority.
2. The Under Secretarv for Economic Affairs would not be the direct boss
of the new aid agency whose adminisrratror would report directly to
the Secretary of State and the President ({G. Ball agreed).
3. EXIM Bank would not have its dollar development loan program transferred
to the new agency but would accept policy direction on such lozng from

ti:e new agency (Linder agreed).

President Kennedv's decisicns at the March 13 meeting ratified the following:

1. The consolidation of ICA and DLF with strong regional assistant
administrators and not quasi-autonconous functicnal units, excluding
the EXIM Bank from AID, but transferring its local currency lending
activities,




2. That any chang=s in P.L. 480 would have to be handled tv the Agriculture
Committees of Congress and that the appropriation for it should not be
in the aid bill; but he reaffirmed the central concept of unified
country programs.

3. That McGoveru's request for more power would be denied but the
President would accept a memorandum from him on where the Food for
Peace office should be located.

4. That, for purposes of the Message, both the Food for Peace office and
the Peace Corps, despite Shriver's preference for keeping the Peace

Corps separate, would be considered a part of the new aid agency.

Implementing President Kennedv's Message. Accordingly, regavrding organiza-

tional changes, in his March 22, 1961, Message on Foreign Aid to the Congress,
President Keanedy proposed, "that our separate and often confusing aid programs
be integrated into a single Administration embracing the present Washington and

Field operations of: A. The Interrational Cooperation Administration (ICA)

) and all its technical assistance (Point 4) and other
Programns;

B. The Development Lozn Fund (DLF) ;

C. The Food-for-Peace Program (P.L. 480) in dits relations
with other coumtries, while also recognizing its
essential role in our farm economy;

D. The local currency lending activities of the Exmort-
Import Bank;

E. The Peace Corps, recognizing its distinctive contribution
beyond the area of economie development;

F. The donation of neon-agricultural surpluses from other
national stockpiles of excess commodities cor equinment;

G. All other related staff and program services now
provided by the Department of Stzte as well as ICA."

During February, John Bell had written z memorandum to George Ball on "The
Job Ahesd." The first phase inve wved helping the President make decisions on
new concepts of aid, funds to be requested, legislative proposals, and a new
organization. However, the second phase concerned the follow through. John Bell
suggested that Ball chair a general strateey board with a general secretariat
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especially since it had been agreed that Ball would not have direct responsibility
in the foreign aid field. Therefore, on March 22, Kennedy wrote to Labouisse,
the ICA Director, apreinting him to serve as chairman of the Task Force.

To carry out the principles for the new foreign aid pregram of the Kennedy
administration, the President, the White House staff, and the Bureau of the
Budget were determined that the Mzarch 22 Message should be taken as a "given."
Before the many aspects of administrative transition to come later, two simple
steps appeared to be required:

1. Develop detailed program and organizational plans for clearance with

the various interested parties —- mostly the foreign aid agencies and

State, Defense, Agriculture, Treasury, BOB, and the White House.

isl

2, Prepare le 1
g Pr
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eg aticer T presentation to Congress, along with an
in esi izl message.
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But the simplicity of these steps depended upon two major factors: (1) that
no one reopen the decisions in the President's message; and (2) that relatively
few people be involved in the process to minimize the number of views and the
build up of contending forces. However, each agency that felt its point of view
was not adequately represented in the Presicdent’s message wanted to go behind
it. Also, others argued that many persons, both in and out of government, should
be involved in the process in order that the best advice could be obtéined and
80 that maximum support for the foreign aid program could be marshalled. The
President, by creating a new task force under Labouisse, opened the door for
renewed debate over the structure of the new foreign aid agencv.

Both policy issues and bureaucratic and political contests for power lay
behind the struggle over organizational structure. The Agriculture Department,
Vhite House Food for Peace Office, and ICA conflict over the PL 480 (Food for

Peace) program invelved questions of whether it was orimarily am agricultural

or fereign aid program. The argument over upified and strong regional offices




and country desks for the aid agency headquarters, unified field missions,
and field responsibility of the Ambassadors invelved conflict with the ?o;eign

Service and the traditional Department of State and also with the supporters

of each functional aspect of foreign aid —- loans, technical assistance, program
assistance, etc. This argument alspo involved a decision as to whether foreiegn
eid was temporary or a relatively permanent feature cf U.S. foreign policy and
whether aid should be geared primarily to those countries that could use loans.
Similer implications were present in other organizational issues such as:

1. Should the Peace Corps be integrated into the new aid agency?

2. Vhere internally should the services involving research, planning,
technical services, and development financing be located?

3. How should personnel, budget, and management services be provided?

4. What should be the relationships of the aid agency with the
Department of Statre?

On March 26, Labouisse accepted President Kennedy's assignment as Chairman
of the President's Task Force on Foreizn Economic Assistance. He alsu outlined
his concept of the job and suggested names for a Deputy and chairmen for three
of the five su -groups he proposed. He proposed John 0, Bell as Deputy Chairmen;
for chairman of the group on Legislation and Congressional presentation —-
Theodere Tanmnenwald; for chairman of the Group on Program Development —- Frank
Coifin; and for chairman of the Group on Organization and Administration --

Don K. Price. Labouisse alse suggested two other grouns: omne on recruitment
and selection of policy-level personnel; and one on nublic support for the
program. At the White House, Ralph A. Dungan, who had previously served as
Sencter Kennedy's legisistive assistant, was given the assignoent for the next
phase of the foreign aid recrganization. Dungan quickily arranged for a2 White

House greenlight to Labouissee te oroceed, but felt that the proposed grouns

on exacutive recruitment snd public support were ill-advised, A public sumport
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group might backfire if Congress felt that public funds were being used openly

to influence its decision; furthermore, Mutusl Security funds could not be used
for this purpose. Strong White House action was needed on executive recruitment
certainly, but Dungan did not believe that selection of top political apoointees
for the new agency could be given to a Task Force group, especially one under
Labouisse who had not been definitely designated as part of the new permanent
team. Tamnenwald and Coffin readily accepted their assignments, but Don K. Price
was not available. George Gant, of the Ford Foundation, was suggested in Price’s
place. Gant agreed to the assignment but indicated his participation would hzve
to be limited to April, May, and June. John 0. Bell accepted the job offered by
Labouisse and made his staff of some 50 employees, built up over his vears as
Deputy Coordéinator for Murual Security, availasble; in general, it became the
headquarters for the Task Force.

Regarding Labouisse, the President had never made it clear whether he
expected Labouisse to remain when ICA was superseded by the new agency. Manvy,
including Labouisse, felt that the head of the Task Force should be the adminis-
tration's choice to head the new agency in order that implementation could follow
naturally, smoothly, and quickly. However, neither Labouisse nor the White
House étaff wanted to press the President for a decision, and so the matter
remained uasettled.

To free himself for full time work as head of the Task Force, Labouisse
decided to delegate responsibility for operating ICA to Dr, D. A. Fitzgerald,
the Deputy Director for Operations. On Mzrch 30, the President sent a memorandum
to the heads of State, Treasury, Defense, Agriculture, BOB, the Export-TImport
Bank, DLF, Peace Corps, and Focd for Peace in which he announced the aprointment
of Labouisse as chairman of a Task Force "to work on the problems of transition

from existing programs of foreign aid for economic and social development to the

new approach outlined in my message to Congress of March 22, 1961."
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Effects of the Reorganization

The following section: (1) summarizes the intended effects of the re-
organization; (2) describes the actual effects, intended and otherwise; and
(3) dicusses the factors that were responsible for the actual effects.

What Were the Intended Effects? President Kennedy's March 22, 1961, Special

Message to Congress on foreign aid stressed the role of the United States as
leader of the Free World with these concluding words, “For we are launching a
Decade of Development on which will depénd, substantially, the kind of world
in which we and our children shall live." 1Irs theme was the need for change
in program, organization, legislation, and personnel. The reorganization aimed
at basic programmatic changes and not just label changes or the shifting of
boxes on organizational charts. The changes involved organizational aspects
at several levels of the many agencies concerned; These changes were closely
interwoven with the program and legislative aspects of the objectives sought.

The objectives sought through reorganization were based on a new set of
basic concepts and principles. They included:

1. Consclidation of the foreign aid agencies to provide unified adminis—
traticn and operations with a single agency in Washington and in the
field in place of several competing and confusing aid units.

2. TForeign affairs leadership and coordination by the Department of
State, with guthority for the conduct of activities which advance
our foreign policy objectives vested in the President or other
officials primarily concerned with foreign affairs; and international
activities of domestic agencies to be clearly either: (a) necessarv
extensions of their nermal domestic missions, or (b) undertaken on
behalf of, and in support of, programs and objectives of the
appropriate foreign affairs agencies.

3. Stimulation and response to countrv Programs invelving a earefullvy
thought through program tailored to meet the needs and resources
potential of each individual countrv (instesd of a series of separate
uvnarclated projects), long range economic development plans with centralized
coordination of programming, and special attention to those nations
mest willing and able to mobilize their own resources, make necessary
social, fiscal, and governmental reforms, and other effo-ts to reach
self-sustaining growth,
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4. Provision of a flexible set uf foreign aid tools, long term (at least
five years) authorization for the new aid agency, borrowing authority |
from the U.S. Treasury in order for the new aid agency to make long |
term loans repayable in dollars, supporting assistance for strategic |
purposes, development grants chiefly for human resources development,
an expanded Food for Peace program, and Peace Corps Volunteers.

5. Provision of systematic research to improve the effectiveness of
U.5. assistance efforts,

6. Drawing on the financial and management assets of private enterprise,
through broader guarantees and investment surveys.,

7. Mobilizing free world aid sources by coordinating multilateral programs,
increasing amounts of aid, and lengthening commitments.

8. Separation of economic and social development assistance from military
assistance by proposing a separate authorizaticon bill for military
assistance, requesting appropriations for military assistance as part
of the Defense budget, and providing coordination within State for
military assistance with the economic assistance policies.

What Effects, Intended and Otherwise, Were Actually Experienced? The

e ffects of the reorganization are summarized below, in terms of (1) objectives
met and the reasons therefore, and (2) objectives not achieved and why they
were not.

Objectives Met and Why? As discussed above, Kennedy established "The

President's Task Force on Foreign Economic Aseistance” to develop the legisla-
tion, and the organizational and administrative plans for implementing

his Message to Congress of March 22. The task force, chaired by Henry
Labouisse, set up a subgroup for each of these three principal areas. In

less than two months, a tremendous amount of detailed work was concluded bv
the task force, its sub-groups and the experienced staff of DLF, ICA, State,
and BOB whose knowledge and vackground contributed greatly to the overall
results. Thus, on May 26, 1961, President Kennedy was able to send their
work forward and write to Congress, "Transmitted herewith for consideration

by the Congress is a draft of a bill which would carry out the principal
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recommendations set forth in my message on foreign aid of March 22, 1961 ...

He stated that the Bureau of the Budget had conducted a study, as required

by Section 604 of the Mutual Security Act of 1960, and prepared a revort.

He added that the second requirement that the President shall include his

findings and recommendations resulting from such study in his presentation

of the FY 1962 program to Congress was being met by this message and the
accompanying program materials and organization plan being submitted. More
than half the message dezit with the organization and administrative aspects
of AID which had been assigned to the George Gant Group.

Congress responded in a relatively short time by pasging the Foreign
Assistance Act of 1961, which Kennedy signed on September 4.10 It gave the
President most of the authorities he requested, including 2 new basic act to
supersede the Mutual Security Act of 1954. More particularly, the Act
recognized the need for longer term development loans by providing a five
vear au?horization for lending authority. The loan funds were authorized to
be appropriated annualy within limits set, but could continue to be available
until expended; that is, they become "no-year" funds. 1In effect, Congress
supported the "new look" in foreign aid stressed in the political campaign
and the studies made by its own committees for more emphasis on development
loans, self-help, long~term country plans, and social, fiscal, and governmental
reforms by the aided mations.

Congress did not spell out details but gave the President full discretion
on corganizational matters, except for the number and grades of statutory
officers and the location of the Office of Inspector General for Foreign

Assistance {(see explanation below). Kennedy carried out most of his

10
P.L., 87-165, 75 Stat. 424




organizational objectives by:

1. Creation of AID. Section 621 of the new FAA gave the President full

authority to delegate the operations of the program to any U.5. agencv., O0Of

course, the presentation spelled out for Coneress the President’s intent to
11

create AID within the Department of State. On November 3, 1961, President
Kennedy formally delegated to the Secretary of State most of his funetions under
the FAA, except forhspecified reserved, or otherwise delegated, functions and
certain operating functions of the militéry assistance progran delegated to tle
Department of Defense. On that same day, State Department Belegation of
Authority No. 104 was issued. Although the Executive Order and Department
of State Delegaticn establishing AID were not formally issued until later, the
President on September 30, signed the Foreign Assistance Appropriation Act and
directed the Secretary of State to create AID. Besides creating AID, the
Executive Order provided for transfer to AID of officers, funds, and records of
ICA, DLF,and the local currency lending function of the EXIM Bank. 1ICA and
the corporate DLF were abolished on November 3 under the FAA Section 621(b)
which permitted them to exist for up to 60 days after September 4, the effective
date of the FAA, to facilitate the transition and to permit the issuance of the
necessary Executive order creating the new agency,

The President, meanvhile, had appointed Labouisse to & diplomatic post and
brought into AID, as its first Administrator, Fowler Hamilton.lz On September 30,
1961, Aid/Washington Notice No. 1 was issued by Fowler Hamilton to all officers

llExecutive Order No. 10973, (26 F.R. 10469) .,

1256me interviewees stated that the White House felt that Labouisse was not
ruthless or tough enough, and too much of a gentleman to give the new agency
the impetus they wanted; Hamilton was a brilliant lawver from New York and
had the advantage of coming from outside the government, thus represented the

new leadership that was being sought.




and employees of ICA and DLF notifying them of the creation of AID and
authorizing them to exercise their functions under the FAA of 1961 in
bekalf of AID. He corcluded by saying:
“"Therefore until these agencies are abolished all emplovees continue
as employees of ICA and DLF in their current positions and titles, and
functions of officers remain unchanged, uniess otherwise specified."
This AID erganizational Structure created in 1961, thoush medified in some
details from time to time over the past 13 years, has -- in the main —-

endured and outlasted by far any of its predecessor organizations.

2. Internal AID Reorganization. Regarding internal organizaticon of the

new agency, the Gant Group on Crganization and Administration of the President's

Task Force on Foreign Economic Assistance succeeded in achieving its basic poals:

&. Strong regional offices with "lipe" authority over the country
missions in the field were created.

b. Veto power over projects and programs previously exercised by the
functional offices was eliminated,

€. Functicnal offices were converted to resource units.
d. Develepment financing was integrated into the repicnal units

but a central review was retained through a Developrment Loan
Comnittee chaired by the AID Adoinistrator,

The fact that DLF had a small but VEry compelent staff and that creation of lozn

units in each expanded AID regional office created more lpan positions than there

were trained personnel available to fil1 them facilitated the successfyl inte-

ratioen of DLY intc AID. The most dissatisfied ersennel were rhe ICA functional
g P

technical assisrance speclalists whose power znd influence had been curtziled.
The Kennedy administration thrust for development and mejor emphases on Latin
America and Africa required strong regional interral AID organization to
coordinate all available flexible foreign aid tools and to support self heln

efforts of individueal countxy programs, long-~range develeopment, and economic

b4
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and social growth goals. Therefere, the basic concepts of the administration's
AID reorganization were put into effect and, during subsequent years, were deemed
to be working effectively by most evaluators and cbservers.

3. Foreign Affairs Leadership and Coordination by the Department of Stare.

The Foreign Aid Act (FAA) of 1961 and resulting Executive Orders, plus the
President’s letter to Ambassadors of May 1961 (strengthening their country-
team leadership role), gave the State Department basic authority to lead and
coordinate foreign aid efforts. The AID Administrator was given Peputy Under
Secretary rank and reported directly to the Secretary of State and the
President. Authority ran from the Administrator to the AID Assistant Admini-
strators cf the four regional bureaus and, through the Ambassadors, to the
chiefs of AID missions overseas. The four ATD Assistant Administrators had
egual rank with the geographical Assistant Secretaries of State and worked
closely with them, though the extent of ccllaboration varied somewhat from one
area to another depending on the personal relz’ionships developed between the

corresponding staffs. Congress agreed with the administration on the desirability

of State coordination o

Hh

military and economic assistance as a key element for

integrated country programmin rg.  The administration's support for more integration
in thé.field left approaches open that could lead to bore integration, eventuszllv,
in Washington. Separatism of State's Fore: gn Service and their disinterest in
AID's operational problems, plus the personzl stvles of Secretary Rusk and State
top efficers, however, did not provide the stronger leadership and coordination

that was sought by the reorganizatior

8
.

4. Flexible Set of Foreien Aid Tocl-, Congress gave the President five
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assistance, development grants, an expanded F.L. 480 Food for Pesce program,

<he Peace Cerps, and broader authorities for the use of guarantees and investm
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surveys for private enterprise were g1l authorized. Thus, the administra-
tion did get most of the tools it requested and was able to adapt them te the
diverse country situaticns. Comprehensive individual country plans and pPrograms
were developed (sometimes perhaps more by the AID mission than the country
itself). The President's emphases on self-help, national plans, and country
and regional longer-range programs were realized in most cases,

5. Provision of Systematic Reseazrch. The research and plamming assistance

function was given recognition and visibility through the creastion of a separate
resource office and by specific authorization in FAA Section 241, Because
assistance to other countries in the development planning area was a very
sensitive matter, many of the key advisors on the reorganization felt that |
such a separate office in AID was needed for research on the process itself.

Also, it would be desirable to collect and evaluate prior experiences (such as

r#

+ T

those of the Harvard University advisory groups to Iran and Pakistan, an

[

Ford Foundation staffs in other countries). The Gant Group felt strongly
that each host country should determine i:s own needs —— with the help of
private organizations it might select ——- but that a central AID unit should
exist for research and evaluation DUrposes.

6. Mobilizing Free World Aid Resources. An International Development

Crganization Staff was created within AID, reporting directly to the Administra-
tor. It worked closely with the State Department, the UNDP, the OECD in Paris,

the Weorld Bank, and with Regicnal Development Basnks that were stimulated by

the increased world attention and interest in economic development. Congress
included, in the FAA, a Chapter 3 wtich provided general authority and fundine
for expanded multilaterzl activities.

Objecrives Not Met and Whv? On balance, most of the orogram and reprganization :

t o

‘es of the administration's transition from ICA to AID were met. As
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discussed below, however, some of the proposals made to Congress were not
provided for in the Foreign Assistance Act. Also, the President changed his
mind regarding some of the prepesals he had made in his March 22 Message and

dropped them from his final Tecommendations in Mav. The draft legislation and

the program presentation document wiaich Kennedy seant to Congress on Msy 26, 1961,
after the Labouvisse task force had completed its work, reflected basically the
"second thoughts" of the President and his advisors that more funds would be
provided by not consolidating all the organizations since "more spigots" for

aid, would, therefore, be available and greater political support for the program
would be obtained. Of the specific objectives sought in March and summarized
above, only the separation of econ romic from military assistance was completely
dropped. The organizational changes originally sought, that were omitted by

the President, are detailed below. Congress basically denied the admin istraticn

three legislativ e changes initially sought.

l. New Legislative Objectives Not Met. The draft lepgislation submitted

[

n May contained two proposals which Congress did not accept. The administra—
tion dropped a third proposal upcn realizing that the House leadership was
strongly opposed to it. These three (initially desired) Proposals were:
&. The five-year borrowing authority for development loans.
Instead the new Act provided a five-year authorization for annual

L . - 13 . . .
appropriation of no-year funds. By denizl of the borrowing

authority requested, Congress reasserted

[V

its "centrol of the purse"

perogative, and expressed its dislike of the Executive Branch using

"back~door" financing" for DIGZrams to escape reviews by the

appropriations committees. Recognizing the time required to
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properly evaluate loan projects and country vprogramming needs,
Congress, however, provided that long~term loan commitments
may be made by the President against authorized but not vet
apprepriated funds "subject only to the annual approsriation of
such funds,"
b. The transfer of the Inspectcr Censeral and Comptroller from the
Department of State to AID, which the President had proposed, also
was rejected by Congress. Instead, it established an "Inspector
14

General, Foreign Assistance' as a statutory officer. This officer
reported directly to the Secretary of State rather than to an Under
Secretary, as under the Mutual Securitv Act. The House Committee
on Foreign Affairs stated its reazson for this arrangement:

"One of the major problems which has confronted the

3 b

Secretary of State in connection with the aid program

has been that infermation as to the shortcomings has

not penetrated to him until too late for proper

preventive or remedial action."”
c. The separation of ecohomic znd secizl development assistance
from military assistance. Instead of the original two bills antici-
pated, the draft FAA was submitted to Congress in May as one bill
with military assistance provided for as Part II. The White House
approached the leaders of the House and Senate to obtain initisl
Congressional clearances of two separate bills onlv four davs
before the preposed new legislation was to be subritted to Congress.
The leaders expressed their feeling that they had been left unin-

formed sbout the work of the Labouisse task force and the admini-

stration’'s views. Speaker of the House Rayburn, the mcst powerful

ct, Section 624(e).




dations into the new agency sought in )
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man in Congress, declared flatly that the administration's plan to
separate military and foreign zid in different bills was completelw
unacceptable. He could not take responsibility for getting the
measures through the House in the form of two bills. Much of the
Congressional support for foreign aid was tied to the fact that it
contridbuted to U.S. international security. The attitude was "take
that argument away, and the rest of the foreign aid program was

a sitting duck."” This was a rude shock to the administration's
concept of separating military and economic assistance programs,

to which it had been comitted even before assuming office. But,
in view of the strong opposition, the Vhite House bad no alternative
except to corbine the twe proposed bills into one and to drop its
objective.

Orgsnizational Obiectives Not Met. Four of the organizational consoli-

arch were not in the administrarion's

May presentation to Congress. These cmissions reflected new decisions on

t of the President. They involved:

a. The EXIM Bank Dellzr Lozn Function. The EXIM Bank, as an organi-

zation, was left out of the consolidated new zid zgency and retaincd
its dollar development lending function basicallv because ¥ennedy
and his advisors concluded thst, in total, more money would be

forthcoming from Congress. Also they felt that the EXTM Bank's

politically strong supporters in and out of Congress might be
alienated if the Bank was zbolished.

b, The Kational Advicery Council on Internationzl Monetsrv znd

Financial Policies (NAC). The NAC, composed of the heads of
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Treasury, State, Commerce, EXIM Bank, and the Federal Reserve
System, had been created by law in 1945. Development loans would be
subject to RAC review ﬁnless the legislation would abolish the

NAC as the Gant task force believed desirasble, The task force
wanted to abolish the NAC and transfer its functions to the State
Department in line with State's expanded role in coordinating
foreign affairs. Dillon, who had favored the idea while he was
Under Secretary of State, was now, however, Secretary of the
Treasury and Chairman of the NAC. He thought retaining the existing
NAC would be useful politically as it would help toward Congressicnal
acceptance of the administration's proposal for borrowing authority
from the Treasury for development lozns. Conpgress locked on the

NAC as an addiriomnal watchdog to help insure that borrowed monev
would be properly used. Therefore, the White House and Budget
Bureau decided to retain the NAC for political reasons and no
mention of it was included in the proposed FAA legislation.

c. The Fced for Peace (PL 480) Program. The program included:

(1) the general public relations and coordinaticn functions for the
office in the Whitehﬁouée headed by George McGovern; (2} the
Department of Agriculture, sponsor of the program, before the
Agricuitural Committees of Congress which authorized znd funded it;
and (3} the new aid agency responsible for integrating the PL 480

food resources into the individual foreign country programs. Althouch
the task force favored movirg McGovern and his coordinating function
to the new agency, plus giving his function a stronger overall role,

McGovern wented to remain organizationally in the White House,
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where he would be more highly visible politically. The pressure

of the Agriculture Department to retain its major policy influence

in the progr.unm strengthened McGovern's hand as the coordinator of
interagency interests. Secretary of Agriculture Freeman saw AID

as a planning and coorcinating body with agricultural operations znd
technical assistance responsibilities turned over to USDA. Labouisse
outlined to the White House the task force position that unified
country programming was at stake and that lack of responsibility

for the Fcod for Peace program would handicap ATD 1in carrying out

its function. Given the strong position taken by Secretary Freenan,
and the desire of the agriculture committees in Congress to retain

PL 480 controls, plus the ;olitical desirability of keeping McGovern's
office in the White House, the Budget Bureau and Ralph Dungan
recomrended to the President that he ot push on this consolidation,

even thouvgh it was in his March message and the task force wanted

it. Accordingly, the status quo was allowed to remain "fuzzed up"™
without spelling out explicitly the roles of each party concerned.
Also, the final Gant reorganization plan for AID provided for an
"Office of Commodity Assistance" to replace the previously proposed
office title of "Food for Peace.” This new office would maintain
liaison with the McGovera Food for Peace office in the White House.
To further country programming of the PL 480, Titles I, IT and IV

in the final draft provided thatr “AID would handle these in accordance

}e

with approved country programs but would do so together with the
Department of Agriceltyre."

d. The Peace Corps. The Peace Corps had been established as a
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separate organization on March 1, 1961 on a temporary basis
(under the Mutual Security Act within the Department of State}.
On March 4, the President appointed his brother-in-law, Sargent
Shriver, as Director, to coordinate plannine for the new ides
The Foreign Aid Message to Congress of March 22 included the Peace
Corps as one of the units of the propesed new agency. However,
two days later, Shriver informed the White House and the Budget
Bureau that he wanted a separate authorization bill to obtain
legislative approval more quickly.

In mid-April, the Labouisse task force sent a memorandum to the
President in an attempt to resolve the organizational question of
the Peace Corps relacionship to the new agency. The task force assumed
the Peace Corps would be one of four princinal resource units and
that the concept of unified country programming required its inclusion
under AID, Labouisse preposed that the Peace Corps would have its own
Separate name and that its Pirector would have the status of an
Assistant Secretary. It would have high visibility in AID and

substantial independence. Also, it would be authorized in a separate

]

titie of the legislation creating the new agencv.

For his part, Shriver, on April 21 (just before departing for
an overseas tiin}. toock three actions: (1) he sent a letter to
Labouisse, with copiec to the President and Dungan, asking that nothing

be done to jeopardize the PC independence while he was gone;

(2) he sent a memorandum to the President outlinine the PC position,

10824 (26 T.R. 1789).
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which amounted to 3 request for a quasi-independent agency within

the State Department; and (3) he asked Wiggins (his right-hand man)

to turn to the Vice-President, Lyndon B. Johmnson, for help, if

needec, while Shriver was away. Ralph Dungan, on receiving these

memos and Bureau of the Budget views, called a meeting on April 26

to discuss the PC status. At the meeting Wiggins, representing | -
the travelling Shriver, was outnusbered and out-ranked.

ATter lively discussion, Dungan and the Bureau agreed with o
the Labouisse position and decided to reccmmend that position to
the President. Wiggins then politely said he would have to let
Shriver know about, and protest, the decision. He sent a long
cable to Shriver and also asked Bill Moyers to comtact the Vice
President.

On May 1, Labouisse tried to see the President to present the
case for support of the White House decision, but the appointment
could not be arranged. However, that evening, the President and
Vice President met with Sorensen and Goodwin and discussed the Peace
Corps issue. Kennedy agreed with Johnson to separéte status for the
Peace Corps on the grounds that it was a new agency and needed
operational independence. The President made this decirion without
having seen Labouisse or his memo and without talking to Shriver
about it. The next day Dungan informed the Secretary of State
(with copies to all the others) of Kennedy's decision and stated
that separate legislative authorization and appropriztions would
be sought for the Peace Corps.

3. Personnel Objectives Not Met. An important additional general

objective of the recrganization, that was not fuelly realized, was the
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attraction of professional personnel of high quality to the new agency.
Without long term authorization for AID, annual autherizations and
appropriations continued to be required, and personnel could not have

career assurances. The basic personnel issue regarding the long term

status of staff also remained unresolved and AID personnel, both over-

seas and in Washington, frequently felt themselves to be "“second-class"
citizens in the‘foreign affairs comzunity. Shortly after AID was established,
the White House led a recruitment effort among the business community (labeled
“Operation Tycoon" by many cf the bureaucrats) that brought in about 25

new top executives, mostly for Mission Director positions overseas. Within

a2 few years most of them had left AID and the government. Thouéh, as a

group, they performed adequately, theyv were generally not distinguished or

outstanding.

Lesscons Learned Ahout the Organizational Chznge Process

in general, the foreign aid program transition from ICA to AID has been
regarded as a successful reorganization. The resulting basic structure has
lasted for many more vezrs than any of its predecessor organizations or
components. The principal participants, as well as outside evaluators, have
concluded that the broad objectives of the Kennedy administration that stimulated
the rosrganizaticn were largely metr. From this tase, & number of specific exzmples
may be cited that appear to illustrate general principles or lessons regarding

the organizational change process.

Limited Orpanizational Changes Meost Likelv to Succeed. President Kennedy

initially aimed at consolidation and coordination cf 211 the U.S. foreign aid

programs under the Secretary of State. ICA and DLF were merged succesgfullw
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and integrated into the internal structure of AID, However, the Peace Corps,
the Food for Peace program, and the EXIM Bank, through their leaders and
political supporters, succeeded in convincing the administration that they
should not lose their separate identities and be consolidated into AID.
Kennedy and his advisors recognized that achievement of a more limited
organizational change was more essential, possible, and practical than pushing
for their original total objective. Elimination of the NAC and transfer of
its funcrions to State alse was dropped to avoid stirring up Treasury and
Congressional opposition to the overall plans, which were considered much
more important than changing the RAC. As a general lesson, acceptance of
half-a-locaf, in terms of all organizational change objectives sought, is often
better than failing completely by attempting too sweeping changes all at one
time.

Newly Avpointed Agency Heads Ouickly Become Advocates for Agency Interests,.

Presidential and other top level political appointees, scon after entering on
duty, tend to identify more completely with their new agency than with the
President or their old agency. Therefore, the President can achieve desired
organizational changes, more readily, in agencies while they are headed by

an acting head than if politically active and powerful sunporters have been
appointed. For example, Ex-Governor of Minnesota, Orville Freaman, upon
appointment as Secretary of Agriculture, strongly vrged a more active role
for his Department in the foreign aid program and succeeded in keeping the
major responsibilities for the P.L. 480 program under his Department. Also,
as Secretary of the Treasury, Dillen became chairman of the NAC; he soon
opposed its abolition and transfer to State, althougk he had recommended iust

that when he served as Under Secretary of State and Mutual Security Coordinator.
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Tining and Timeliness of Initiatives for Change Are Most Important.

Orgznizations, once operating, tend to have an inertia of their own to keep on
doing what they have been doing in generally the same way until a time when they
are no longer in tune with their current environment. Then criticism and dis-
satisfaction sets in and new political leaders tend to promote new program
emphases to meet the new needs. The changed world situation by 1960, with
riging expections for development, gave Kenmedy the timely opportunity to call
for a new era and the "New Frontier." Congress too had called for the 604
Study and asked for Presidential recommendations. Thus new proposals had to
be presented and the calendar deadlines for legislative authorization bills
and appropriations provided spurs for the reorganization efforts that led to
AID. One might say that, in 1961, most of the factors affecting the U.S.
foreign aid program converged and were conducive te change,

Top Level Leadership and Stimulaticn Needed. Since foreign affairs and

foreign aid operations involved State and other Csbinet Departments, the
President, himself, and his top White House and Budget Bureau advisors had to
be deeply involved in the reorganization planning as well as its implementation.
They were deeply inveclved and their objectives were largely met, The Budget
Bureau 604 study also referred to the informal leadership of the foreign economic
affairs community as "the lodge.”" It consisted of the heads of agencies, their
deputies and assistants, and Presidential assistants. ihey were those that
made decisions, frequently in private, which formed the basis for interagency
relations. TFor exar -le, the President's message of March, the Labouisse Task
Force, the Budget Bureau and White House staffs had all recommended that the
new Feace Corps should be part of the new AID agency. However, Vice Presidant

Johnson, as chairman of the PC Advisory Committee, got through o Kennedy in
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pPrivate one evening in May. He persuaded the President to reverse the plan
and to authorize a quasi-independent organizational status for the Peace Corps,
"within State.,"

Continuity of the Reorganization Planning and Implementation Ts Essential,

In this case, the initial Stevenson Task Force report on foreign affairs
changes was a great stimulus to President-Elect Kennedy. But the shifts

later to the Bail Task Force, then to the staff level effort of John O. Bell,
followed by the Labouisse Task Force resulted in greater delays and the
reconsideration several times of previously arrived at decisions. TIf Kennedv
could have decided on his new selection as AID Administrator sooner and nlaced
that person in charge of the reorganization, the process would have been
smoother, more zfficient and productive, In fact, on October 16, 1961, shortly
after he had become the first AID Administrator, Fowler Hamilton found it
neceseary to issue a memo to the ICA and DLF Executive Staff enforecing internal
administrative discipline to curb the development of a number of organizational
proposals that challenged the plan developed by the President's Task Force.

The shift from Labouisse to Hamilton had provided another opportunity for some
individuals to guestion decisions that had been made previously,

Congressional Clearance and Public Support Factors Are Important. In this

case, recommendations were designed so as not to antagonize the separate
Congressiconal committees thar supported the PL 480 Food for Peace Program and

the EXIM Bank functions. However, one error was made in planning the Separation
3
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7 assistance from economic assistance legislation and approoriations,

without first consulting Congressional leaders. Just a few days before the

[

President's May 26 Lessage was due, the tardy consultations revealed such a

Strong adverse reaction on the Hill thatr the administration dropped the
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separation plan. Executive agencies build up relafionshins with specific
Congressional committess and it is very difficult te reorganize agencies
successfully in 2 way that will cause changes in committee jurisdiction.
Besides the Congressional aspects, the public reaction to changes being
considered and particular attemtion to informing 211 avoropriate key public
Support seciors is a prime ele=_nt in achieving vltimate reorganizational
success. One of the most important “publics" are the personnel who will be
directly affected by the changes. If they are adequately informed, they
react more favorably and maintzin a higher morale; this is a positive factor

in any change efforr.

Adequate Planning for Personnel Change Is Essential. Regarding this factor,
the ICA to AID transition was not as successful as it might have been. Leader-
ship for the new agency was not chosen early enough. There were doubts about the
existing staffs and special authority was contained in the TFAA (Section 621 (d)
authorizing the termination of ICA employees, notwithstanding any other
provizion of the law, who were not transferred to AID on No;ember 3 when ICA
was abolished). This attempt to “get rid" of unwantred emplevees backfired,
caused many appeals and low morale, and, in the final analysis, did nect succeed
in terminating very many employees. One lesson learned was that much more
atfention must be given to finding alternative placements or retraining ex-
isting staff to assume new functions to facilitate reorganizations. Arbitrary
panagement actions concerning personnel, not understood or accepted by emplovees,
are not worth the effort., The basic issue of the future status of AID amplovees
in relatioa to the Foreign Service was not resolved satisfactorily and has
continued, over the years, to ceause dissatrisfzcrion.

Progran Methads Changes Have Extengive Effects on Organization. How a

bregran actually will operate makes a great deal of difference as to how mane
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and what kinds of personnel are needed as well as how the agencv should be
organized. The emphas on long-term programs not only contributed greatly

to setting AID wup as a separate agency within State for coordination of
policy objectives but also to the decision to insulate AID as much as possible

from the short temm political cbjectives of State. DLF staff were all

stationed in Washington; the agency did not use a field staff or missions

abrozd as ICA did. . The shift of ultimate program centrol to regional offices,
with their country program em phasis, reduced greatly the previous role of the
ICA technical specialists. Certain regional offices decided to operate in the
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field with "dire
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employees instead of "contracting out" for technical
assistance as gthers ¢id; therefore, the organization, kinds, and numbers of
employees needed wvaried tonsicderably from ome regicn to another. To the extent
that an agsancy operates on a "retail rather than a "wholesale" basis, its

general structure of managesent support functions will be extensive or simple,

1t takes many fewer professional and suppert emnlovees —— organized differently ——
to handle ten large $50 million program loans, for example, than 100 technical

assistance projects each averaging only $1 million or less.

Transition Phases from Existing to Reorganized Entities Are Reaquired. Ongoing

activities must be continued by those familiar with them until a determined

date when they either end or are taken over by a specified new entitv. The
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nterrelationship of changes in program planning, legislation, organization,
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personnel, cpzarating =m methods, space requirements, records, and many
other aspests need to be spelled out ~- and communicated to those who must
¢carry oul the activities. Internzl new agency regulations, delegations, policv

¢ be developed or revised and issued. There
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and precedural instructicns nee

needs to be scme top avthority, definirely in cnarge, to monitor and enforce the
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changes and to provide continuity over the extended t
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Yequired for any major reorganization. Recrganizations require not only

careful and sound planning but alse skilled execution and adequate time for

implementaticn.
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Chronolozy of Kev Events

EXIM Bank created by E.0., 6581.
(Bank's local currency lending functions transferred to AID 11/3/61.)

IBRD, IMF, and KAC officially came into existance on signature by
28 Governments of Bretton Woeds Agreements. U.S. adherance
authorized by 59 Stat. 5172.

Agricultural Trade Development and Assistance Act enacted, (P.L. 480),
68 Stat. 454.

ICA created by Dept. of State Delegation of Authority No. 85 pursuant
to E.C. 10610 which zbolished F.0.A. as directed by Mutual Security
Act of 1954, (ICA abolished and consolidated into AID on 11/3/61
by Sec. 621 (b) of FAA of 1961,

DLF originally establighed within the ICA by the MSA of 1857, 71 Stat.
355. (In 1958 DLF was given independent status as government cor-
poration by the MSA of 1958, 72 Stat. 201. DLF gbolished and consoli-
dated into AID on 11/3/61 by Sec. 621 (b) of FAA of 1961.)

Inspector General and Comptroller for Mutual Security established
within State Depertment by Sec. 533 A of MSA of 1959. (Tt was
superseded by the Inspector General, Foreign Assistance created
by Sec. 624 (e) of FAA of 1961.)

Sec. 604 of MSA of 1960 required the President to have a new study
made of U.S. foreign economic activities with findings and recommen—
dations to be reported in 1961, Also, Sec. 307 of the same Act
required a study and report on the Youth for Freedom concept —-—
later to become the Peace Corps concept.,

Task Force on Foreign Economic Policy chaired by Adlai E. Stevenson
set up by Presidential-Nominee Kennedy only a few days after his
nomination. (Reported to President-Elect Kennedy on Nov. 14, less

than a week after the Nov. 8, 1960 election.)

Director of the Food for Peace Program established within Executive
Office of the President and George S. McGovern designated.

resident John . Kennedy inaugurated.
Peace Corps initially establiched on temorary basis as an agencvy
in the Department of State by E.Q. 10924, (Peace Corps Act signed
en 9/22/61 (P.L. 87-293), 75 Stat. 612.)

President Kennedy's Message to Congress on Foreign Aid -«

President's Task Force on Foreign Economic Assistance established and
Henry Labouisse appointed Chairman.
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5/26/61 President Kennedy's Message to Congress proposing draft FAA legisla-~
tion and his detailed FY 1962 Request and Program.

5/29/61 President Kennedy's letter to U.S. Ambassadors strengthening and
defining their role.

9/4/61 Foreign Assistance Act (FAA) of 1961 enazcted (PL 97-195), 75 Stat. 424,
(It authorized creation of AID by Executive order.)

9/30/61 Foreign Assistance and Related Agencies Appropriation Act for
FY 1962 signed (PL 87-329), 75 Stat. 717.

9/30/61 AID established by Secretary of State Rusk in the Dept. of State
pursuant to authority delegated to him by Presicent's letter of the
same date issued simultaneously with signature of the Appropriation
Act and pending formal E.0. to facilitate transition from existing
organizations to AID. (This delegation was suprerseded by State
Dept. Delegation of Authority No. 104 on 11/3/61 upon issuance
that day of E.0. 10973 -- containing Sec. 102 directing the
Secretary of State to establiish AID, Delegation No. 104, Sec. 7 {(4d),
although signed on 11/3/61, stated it ‘“shall be deemed to have
become effective on 9/3G/61".)




