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Under a contract between the  Com2ission on the  Organization of the 

Governrnene for the Conduct of Foreign Policy and the National Academy of 

Public Administration Foundation, the Academy conducted a study of the acruaf 

effects of organizational reform in foreign affairs. The consequences of 
i 

attempts to restructure complex organfzatTons are numerous and difficult: tc 

anticipzte fully. Neither t he  Gomission nor the  Academy expected that the 

results of the study Gould provide answers to this matter by describing laws 

of organizational change which could be mechanically applied. But both 

shared the view that,  before proposing chznges in the canrplex organizat ional  

s e t t i n g  responsible for the conduct ~f foreign a f f a i r s ,  the task of the Con- 

mission wozld benefit froin as clear an understanding as possible of the ac- 

tual efcscts of such changes and of the factors which accounted for those 

ef f ecrs, antici.pated and athenrise. 

Nine case analyses were made of recent changes in  the organization of 

the United States Government Tor the conduct of foreign policy--three involve 

foreign affairs personnel, three concern policy plar~ning =d 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 reform, 

I of relatively simple an3 relatively complex change, of small and large scale 

I modifications, and of internal and external stimulation for change. Each case 

I analysis is based upon a thorougl~ review of relevent documents and upon ex- 

I tensive interviews of persons who had been involved the  reform e f f o r t . .  

~l With regsrd to each of the nine cases, the contexr is provided includiog 

l a description of t h e  accions  taken,  t h e  major actors involved, the sequences 

I sf decisions and events, t l ~ c  doininant considerations which cane into play, 



I t r  

and the outcome. The najor effort in each case study, however, is an inten- 

sive examination of the following questions: 
1 . 

1. What effects were the proposed changes intended t o  havc? 
! 

2. What effects, intended and otherwise, were actually experienced? 

3. What factors appear to ha-~e been responsible for the actuzl effects 
/ 

of the changes? 

The study was conducted by a panel composed of Richard Barrett, manage- 

ment consultant in h'ew York City ar.d p~blisfier of the American Bicentennial 

Monthly; Roy W. Crawley, Executive Director, Narianal Acadeny of Publ i c  Admfn- 

istration; I. M. Deztler, Research Associate, Foreign Policy Studies, The 

Brookings Institut5on; James W. Fesler, Alfred Cawles Professor of Govemnnent, 

Yale University; Ed~tlnd A. Gullion, Dean, Fletcher School of Law and Diplomacy, 

Tufts University; John E, Harr, associate, John. D. Rockefeller 3td, New York 

City; Frederick C. Mosfiex, Doherty Professor of Government and Foreign Affairs, 

University of Virginia; and Haold Seidmn, Professor of P o l i t i c a l  Science, 

University of Connecticut. 

Authors of the individual cases inc lude  Leland Barrows, former U. S. An- 

bassador to Cameroun and Togo and most recently Director of Aid and Comercial 

S tud ie s  of the Center for Strategic S ~ u d i e s ,  Georgetokm University; Chester A. 

Crocker, Director, IIaster of Science in Foreign Servfce Program, Georgetox-m 

University; Pianlio Dehge l i s ,  former official of the Agency for International 

Developnenc, currently consultant to the Anerican Society for Public Adminis- 

tration; Doninic Delgu id i ce ,  formerly Director of Urban Stud ies  for the Nation- 

al Acadexy of Public lk lmfnis t ra t ion ,  presently consultant to the General Gocern- 

ment Div i s ion  of the  U. S. General Accounting Office; Michael M. Harmon, Asso- 

ciate Proicssor of P u b l i c  A d z ~ i n i s t r a t i o n ,  The George ICashington University; 

Erasnius  II. Klornzn, Senior  I(cscnrc11 Associate of the National Academy oi Public 



Administration; William T. EfcDoilald, former fedcral personnel admjnistrator, 

now a consultant in personnel nlan..:ement and training who has served on sever- '. 
a1 Academy panels; and Melbourne L. Spector, former off ic ial  in the Depnrt- 

! 

merit of State and the foreign aid program and currently a nanagcnent consultant. 

Brief Siographies on t h e  panel members and case consultants are provided in 
\ 

Appendix 3. 

Two panel neetings were held. The first w2s devoted to a review of the 

proposed approach to the study, including a comnon frame of inquiry, and the 

methodology and procedure to be followed in each case. -The first drafts of 

the case analyses then were prepared and circulated to the  panel and the other 

1 case consulrants for revie3 and coment. The cases were revised, as appro- 

priate, and a second pznel neeting was held; it was concerned primzrlly with 

the development of conclusions and generalizations for the sumnary portion 

(Part One, Chapter 11) of t h e  report. 

The r epo r t  is d i v i d e d  into Part  One, consisting of a chapter on the - 

changed environment (1945-75) within whcch U. S .  foreign affairs agencies 

I function, and an overview chapter based, in large meascrs, on the findings 

from the case analyses; and Par< Two, consist ing of the nine case studies. 

On behalf of the Acade~y ,  I excress appreciation to the panel. members 

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

sincerely trust that: it facflitates the significant work of the Commission, 

-bJ8 Roy W. Crawley v 
Executive Director 
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FOREIGN AID: TEE ?TAXSITIOX FROX TCA TO AID, 1960-61 

Introduction 

Scope and H i ~ h l i g h t s .  This case involves the transition process from the 

International Cooperation Adninistration (ICA) - and other related foreign aid 
agencies -- to the Agency for International Development (AID). It covers the 

pericd from the Sm-mer of 1960 through the reorganization that created AID in 

N o v e m 5 e r  1961. 

The se t t ing ,  organizational eleillerits, and stirculi f o r  change are briefly 

presented. I n  addi t ion ,  the pr inc ipa l  change agents and forces tha t  shsped the 

reorganization are identified. The main focus is on the effects and the causarive 

factors. An analysis is made of the objectives met or not net and the under- 

ly ing reascjns. Final ly ,  the organizational change process, keyed to lessons 

learned f r o m  the case, is discussed. 

The b a s i c  reasons for the success of the AID reorganization are that  it 

was t ine ly ,  well-prepared, and responsive t o  needs of the less-developed countries 

t h a t  had attained syn~a the t i c  attention of the people, Congress, and the President 

of the U . S .  Tine p o l i t i c a l  cz-maigns of 1960 and the 1961. nomentun! of a new 

a6ministration climaxed in recommendations and proposals th~t, generally, were 

accepted. The reorganization and neJ concepts also sought to reduce the causes 

of mfiy of the cri t icisns of the past .  In shor t ,  t h e  U . S .  d i d  resnond to the 

spur f o r  world leadership in deve lo~nent ,  and manv other nations increasin,gly 

jcined in the e f f o r t  by participating as foreign aid donors. 

S e t r i n g  and Sack~rcund: Condi tfocs Leading tc A t t e m t e d  Chane;e. The E.S . 
Govern~ent's efforts in t h e  ferelgn economic area have grown and evolved w i t h  



the development  of the  U.S.  3s a w o r l d  power. They have been spurred also bv 

the increasing interrelationship of donestic and international economic affairs 

and the sharpening cf econonic and "cold war" ccmpetition with the Comuiilsil 

w o r l d .  The 1947 Greek-Turkish Aid program, i n c l u d i n s  both military and economic 

assistance, mzrked the beginning of a new phase. The Economic Cooperation A c t ,  

in 1948, led to a four yesr  (:-iarshall Plan) large scale capital transfer ef for t  

for 17 E ~ r o p e a n  coun t r i e s  based on recover)? plans which they develooed. The 

Poin t  IV tecE;nf cal ass i s tance  progrsn was proposed i n  President Truza11's 

i aaugura l  speech in 1949. After the Korean invasion, the main j u s t i f i c a t i o n  f o r  

econonic aid uas i ts c o n t r i b u t i o n  to U . S .  security. 

Under the tlutual Security A c t  of 1954, the relative emhasis on rni l i taw 

assistance lessened and o the r  i n s t r u ~ e n t s  w e r e  created or enlarged to provide 

free w o r l d  ecor~onic  stability and growth. The E v o r t - I n ~ c r r t  Bank's operations, 

p r inz lpa l l y  to p r c a o t e  5 . S .  exports, were expanded. The Development Loan fid, 

established in 1957, also evidenced a grotcizg en~hasis on loans, rather thsn 

grants, for roreign econorzc assistance. Pcblic  Law 480 of 1954, vroviding 

disposal of surplus ag r i cu l tu ra l  corinodities, developed into an important a i d  

instruzent. Furthernore,  t h e  U . S .  contr ibuted a major  art of the funds for a 

va r i e ty  of regicnal  an6 international organizations and p r o g r a z ,  such as the 

LTDP, the  El?, the IBBD and its affiliate, the International Devefoparent Asso- 

ciatim (19601, and the  Inter-American Dovelo~ment S2r;k (1960). 

me h i s t o r y  of fo re ign  assis tance has been marked by periodic and freonently 

disruptive structural , personccl, and po l i cy  changes. These have occurred as 

the ICA and its predecessor agencies moved f rom seekFng ecanonic recove- in 

Europe, t o  a focus on political and m j l i t a q -  s e c u r i t y  c5jectives, and then to 

e ~ $ a s l s  on econoni i  and social advanceizent in developina countries. The DrograTs 

have be-= cons ide r td  "reiz~oraq-" and tile annual  legislative a u t h o r i z a t i o n s  and 



a7propr ia i ions  have involved detailed Cocgressional reviews acd, freauentll-, 

the  addition of restrictive legislative requi rements .  So much of the tine of 

* off ic i ; : ls  has beec required f o r  these reviews that ,  ofter?, too l i t t l e  t o ~ s i d e  

attention was left for adainistrative di rec t ion .  

Major Organiza t i o z a l  Units Involved.  - In Januzrv 1561, the outstanding 

organ iza t iona l  characteristic of U .S. foreign econozic assistance activ5ties 

w a s  t h e i r  high degree of dispersal anoz: executive departmenrs and agencies. 

This d i s p e r s ~ l  reflected the diversity of the U.S. e c o n o w ,  the con~lexity of 

foreign effairs ,  and the tendency to create organizations and assign resvonsi- i 

Eiliries in the foreign econodc field based on domestic ~olitical consi dera- 

tions . Filrthemore, this ' I t  opsy-like" growth, dzr ing the 1950 ' s ,  mav have been 

p a r t l j :  the result of  the nulriple purposes to be served, as w e l l  as the delib- 

erate s t r a t e g y  of some t c p  o f f i c i a l s  aZrr,ed at gett ing more total funds by having 

mzny scurces for foreign economic zssisracce. State had a major role in the 

foreign econonic field and, h i s to r i ca l Iy ,  was responsible f o r  foreign affairs ,  

but it no longer had t5e  dozinznt  r o l e .  T r e a s u r y ,  Agriculture, and Comerce, 

the Developxent Loan Fund (DL?) , the  Export-Import Bank (E-XEI) , the D e p r t ~ e n t  

of Defense (DOD), and the international Cocyeration Achiniscration (TCA) -- 
though ic wzs seii-2-~utonozaus under Sta te  -- had o ~ e r a t i o a a l l y  signific 'ant 

ro les .  Many other less well-knewn agencies also had important functions. The 

Pres iden t  and ?he l z % i t 2  liozse S t a f f ,  the Bureau of the Budget, and the Food f o r  

Peace ?rogrm (PL 4801 were vital ~lexents in thf s progra-r area. The "to-be-bcrn" 

Peace Corps k-2s yer: another organiza t ior ,  which later would h s ~ e  large nx&ers 

of vo lunrecrs  overseas. 

Tiie Stl~uli fcr  O r g a n i z ~ t i o n a l  Chmge 

Presidenrial Clanqe of Adninistration. During the election y e a r  of 1 9 6 0 ,  

it w a s  clear char, whether Kennedy o r  Xix-on won, foreign aid would be subjecte6 



to a 3e:q and c r i t f c a l  look since annual authori~at~ons and a ~ ~ r o 3 r i a t i o n s  w e r e  

requfred. Therefore, the new President would have to de~elop proposals on 

f o r e i g n  a i d  f o r  su5xiss'Jon t o  Congress. I n  addztioa, he have t o  take 

a p p r o p r i a t e  e x e c u t i v e  actions since the appropr ia t ions  wou33 be made to hin. 

Following his nomination, Seaator Kennedy, w l t b  appropriate publicits ,  

had c ~ ~ i s s i o n e d  hdlai Stevenson to prepare a report on foreign policy problsms 

as one i n  2 series of advisory  cornittee reports t o  be d e l i v e r e d  i n  the transition 

period bekeen the election and the Inaugural. After Kennedy's election, more 

reports were needed as fozmd~tions for new program and policies. Publ ic  repor t s  

also were cons idered  valuable for use as "trial balloons" t o  test the p a l i t i c a l  

cliaate fcr changes and as evidence to the public of mounting and continuing 

rnozentua for the Kerzedy adiriinistrzrion. George Ball and Jchn Sharon, Stevenson 

associates,  headed a series of task f o r c e s ,  includfng mocg others: foreign 

ec03~2ic policy, Africa, ar,d overseas personnel. Keanedvfs private juds.ent on 

the task force reports, delivered by January 1961, ranged from h e l ~ f u l  to 
1 

terrific.  Because of these intensive advance pregarations and his own d e f i n i t e  

views fornulated during his service in the Senate, ~enned~'s program took definite 

shape w e l l  before h i s  inaugurz l  on January 20, 1961. Thus, the President w a s  

ab le  to take the 2gislative initiative imedia te ly  -- submitting 16 conprehensive 

roessages ( fore ig~.  aid and La t in  Aierlca inciuded) plus sone 277 separate requests 

to Congress d u r i n g  his first hundred dzys in office. 

Con~re=,sioizal  A t t i k u d e s  and Secr ion  6 0 4 ,  P!utual Secvr i ty  A c t  of 196". 

Congressional opposition to U.S.  econoz-Zc assistance programs continued to rise 

a f t e r  the cessaticrn of the Korean conflict. The t e r r L n a t i o n  of all eccnomic 



assistance within 24 months and m ' s l i ~ a r y  assistance wiE'nin 36 months was 

s p e c i f i e d  in the Mr;tual Security Act  of 1953. By 1954, Congress had softened 

its p o c i t i o n  somewhat but s t i l l  r e q u i r e d  the tern-ization I n  1955 of the Poreign 

Operations AZxinistration (FOA). Accordingly, ?resider$ Eise2hower abolished 

FOA in 1955 and created ICA wi th in  t h e  State  Department, Despite t h e  changes 

i n  o r g s n i z a t i o n a l  structure, Congressional dissatisfaction continued, as show-n 

i n  part by t h e  following: 

1. 1959 : Congress iona l  establishment of the off ice  of I n s ~ e c t o r  General 
- and C o q t r o l l e r  far Eiutual Securfty reporting to the Secretary of State 

to review, inspect, and audl t  the foreign aid prograns and t o  evaluate 
their e f f e c t i v e n e s s  . 

2. 1960: Senator  Fulbright's amendment t o  the Mutual Security A c t ,  as 
f i n a l l y  enacted, called upon the P r e s i d e n t  to have a study made and 
required f indings and recomendatiors to be reported the following 
Year-  As enacted ,  Sectian 604 provided: 

11 The President sha l l  have a study made sf the functions 
of, and the degree of coordination among, aqencies engaced 
in f o r e i g n  econoxic activities, inc luding t he  Department 
of State, the In t e rna t i ona l  Cooperation Administration, 
t he  Development Loan Fund, the E x p o r t - I m o r t  Bank, and 
the Department of Agriculture, w i t h  a vie[< t o  providing the 
most effective means for the fomulaticn and imlementation 
of United Stares fore ign  econonic pol i c i e s .  The President 
shall include in his presentation to Congress of the fiscal 
year 1962 mutual security program his flndinas and  reccmen- 
dations resulting from such a study." 

3.  1960: Congress asked the President to arrange for a nongovernnental 
study of the adv l sabf l i ty  of establishing a Point  Four Youth Corps. 

BY 1960, cr i t ic i sm of t he  p rog ran  was widespread .  Both within and outside 

the w a l l s  of Congress there  were charges of w a s t e ,  i aef f ic iency ,  uc-;ualified 

p e r s ~ n n e l ,  poor o rgan iza t ion  and admin i s t ra t ion ,  l ack  of coord ina t ion ,  lack 

of  i n f o r a a t i o n ,  and failure t o  follow Congressional mandates. 

Expanded Role  of the U.S. in Foreijin Economic Activities. 

U.S. fo re ign  econonCc activities involved a diversity of goals and objectives, 

macy o f  v'nicll were i n  conflict. Tl?e Januzry 1961 Sect ion 604 Study s t a t e d :  



11 Trlcre i s  no overall s e t  of objectives rving t o g e t h e r  the various 
functional gro?.lps sf activities; v i z ,  foreign assistance, econorrLc 
defense, and e.conomic r e p o r t i n g  ."2 

The expailded role of the U.S. foreign econonic activities, in a d d i t i c n  

to countering the Sino-Soviet Bloc economic and military conpetition served 

mult ip le  assistance objectives 2nd many broad donestLc purposes, including: 

(1) expansion of fo re ign  trade and U.S. experts; (2) maintenance of a vigorous 

and growing U.S. econoq-; (3) r e g i o n a l  economic integration; (4) developnent 

of underdevelo~ed na t ions ;  and (5) participation of private enterprise 5n 

foreign inves tnents . B a s t  iqrovenents  in comunicatioas and t ransportat ion 

f ac i i i t i e s  had shrunk the oceans and inul t ip i ied  the concern of the U.S. at 

disrupt ion in the ecoao~ic or securi ty situations throughout the world.  Accoxd- 

ingly , there was  widespread interest in improving U, S . organizatf  onal capacits 

to res~orrd to world  challenges. There was support f o r  nore emhasis on providing 

capital for developnent, s o c i a l  progress, and nodernizarion. In 1959, Senator 

John F. Kennedy, after mentioning the nztional preoccugatior. w i t h  the missile gaD, 

11 cal led a t t e n t i o n  ro another gap which, he sr.id, ' cons t i tu tes  an 
equally clear and present danger to our security'  -- the econonic 
gap. By this he Deant, "The gap in living standards and fncome 
and hope for the fu tu re  -- bemeen the stable, fndustrialized 
nations of the north, whether they are friends o r  foes, a2d the 
overpopuf a t e d ,  under ifives ted nations of the south, whether they 
are f r i ends  or neutrals ."3 

T r a n s i t i o 3  P lanning  and Imnlenentation: Methodolorv 

Pre-Elec t ion  P o l 5 t i c s  to t h e  Fclreicr, Aid riesssoe of 22, 194f. Tfie 

Congress,  the political par t i e s ,  the "resident ial  candzdates, and t h e  natlon 

as a whole seened t o  focus on f c r e f g n  economfc po l i cy  acd, par t icu lar ly ,  foretan 

2 
3ureau of the Budge t ,  Staff R e ~ o r r  o n  "C)rganization and C~nrZination of FareZen 

E c o n o ~ C c  Activities", p .  1 - 3 ,  Vol. I. (Prepared pursuznt to Sect icn 604 of the 
Efutual Security Act of 1960 whf ch r e s u l t e d  f ram Senator ~ulbright's amend~zzzt -- 
see  i t e n  2nd text quoted zbove regarding Congressional dfssatisfaction.) 

3 Schlesingcr,  "A Thousand Days", pp. 590-531. 



aid as issues f o r  k-'r?f ch solut io=s s h c u l d  be foucci in 1960-61. The saarks of 

d i . s s a t i s f ac t i on  rnent:onec! sbcve needed only strong leadershi? to effect c h m ~ e .  

Stevesson madc 34 sycc i f i c  recox;~ei;dat'ions ro  President-Elect Kennedv i-n l?is 

foreign econodc  p ~ l f  cy r e p o r t  delivere2 severel dzys after the pcl ls  c lused 

in K o t ~ c 5 c r  1960. Tine bzsic  tilrwr was to rcturn f o r e i p n  af fsirs l eade rsh i r  

to t he  Secretary of Sta te  and t o  c l a r i f y  ~ n d  strengthen t he  positiocs of  U,S.  

A~bassadors ,  Reconzendation ?;o. 4 read:  

I I To coordir.ate a l l  our i:reign aid progzzrs, z Ct2tral Forei-~2 Assistance 
Agency shculd be e s t ~ b l i s l ~ e d  vi th a Direc to r  a ~ ~ ~ f n t e d  by the President 
an2 responsible to the S e c : c t ~ q -  of State; the agency shcald not, h o ~ -  
ever, be located a2zicis tratively in the D z ~ a r t ~ e n z o o f  stare. " 4  

Stevenscn's reco~zendaiions w e r e  ectualfy a s y n t h e i s  of his own tfrfnkine, 

as well as t h a t  of Georgs Sall. 03 Xov0~5er 24, 1960+ B s l l  n2s maze cnslmxzn 

of seven task forcer which vere coaposed of leading corisilltanis, econozfsts, 

and sc3olars -- w n y  of ~ h 0 3  bed ?recared e z r l i e r  studies fo r  P r e s c d e ~ t  

Eisenho:cer cnd/or Co2gressicnal com.Cttees, The task force repcrts were to be 

s~3xittcA by D e c e ~ 5 e r  31, but  were m t  c o a l e t e d  until mid-Jancaq 1961. 

Congress had placed on President Ef s erAo~.:er resgonsfbili a- for g e t t i n g  u n l e r  

way t h e  S e c ~ i o n  60L study reqaested, O n  June 2 ,  1900, he pot rhe Brrxeau of t he  

Budget in charge, althoucfi it w z s  to rake use cE the resources of the intereste2 
5 

agcnties.  Tie 60C s t u d y  was reproduced Fn Jamarp 1961 and d i s t r : b n ~ e d  on a I 

i 
l i c i t e d  b s s i s  ~ ? i t h i n  ?he governnenr. T'iougil ft was m o s t  useful  ss a br ie f ln r  

docmczt ,  it a l s ?  sei-ved as a nudqe t o a z r d  an intesrate2 foreisn 222 rgency-. 

4 
E s t  r s r  r f rcx "Re?:.cr: zo rhil EcncrzE. le Jnl~n F. j<enze+; - ScyLzam. of ~ ~ c o - , . ~ ~ ~ ~  ticr3 

fro; .;!lc Tzsk Forces", 3 e s .  31, 1963, u n p c 5 l i s h c 2  b ~ -  a v z l l a b l ~  at O > i n L f S r a n - ,  
; .,.. t..- . I l , r - t ,  :,-. , D. C. 

.- 
= ~ f f i c ~  of  :-:znzgezznt and 0rgan:zzticz; four s c a i f  oez3~rs l e t 3  t h e  teaa s t ~ ? - . -  
to .---;: -..-cJ ' ; ~ v c  - *  i n d i - ; k d u z l ~  t$:c+e a l so  detzilcd f r o 3  nrZcclna2 foxe<gr ecolcr,.lc 
z~e:=lcs : S E - t e ,  ICJ., Cox.;.:-ce, A%:- lc~ l tg re  and the  Treasumv. 



The s t u d y  was com~rzhensive 2n i t s  d e s c r i p t i o n  and ana lys i s  of the present 

agerrcfes, prograrrs, szd l e g i s l a t i o n  aod included a brief histoxv of governxent 

activity i n  the area.  Its ana ly t i c a l  sect icns  exazined the disoersal of foreizn 

econoaic ac t iv i t i es  among nore than a dozen major zgenctes; it also contained 

a short s e c t i o n  and three grows of charts on alternative orgznizarional arrange- 

ments v3ich covered the msjor themes and patterns thst  had been advsnced vver 

the years for the reorganization of foreign affairs functions. These were: 

(1) altexnstive arrangements i n  the Executive OTfice of the P r e s i d e n t ;  (2) vro- 

posals for a sep2rate foreign e c o ~ o n i c  agency; and (3) consolidations within 

the Department of State. However, the 604 study contained no direc t  recomzen- 

dations of its o m .  

The agencies d i r e c t l y  involved in fc re ign  aid activit ies,  and their lezders, 

wcre aware in rhe s m m r  of 1900 that changes w e r e  coring. The): began to carry 

our advenced p l a n i n g  and research so t h a t  the new adzinistration would have, 

ia comenient forn, the bes t  thought available t o  facilitate moving quickly to  

nzke chsnges desired. The various studies and r e~or t s  were circulated snd ex- 

changed, and each au thor ,  in ef feet, soughe allies elsewhere in the bureaucrzcy 

te support his p o i n t  cf v i e v  and h i s  ~ ~ e i x g ' s  interests. Edward W. Su'eidner gives 

a thorozgh p i c t u r e  of the multiplicity of studies,  and points of  vie-.. and nrines, 
6 

too nuI;!srcus to be l iscel .  here,  of the  perscrrs involved. 

S e c u r i t y  A C E ,  a prouis ior ,  requir ing a s r u 6 ~  of the f e e s f b i l i t y  of a " ~ o u t h  C C ~ S ' '  

unZer tke  P c f c t  Four progrsm. Late In 1960, ICA cont rac ted w i t h  the Colorado 

6 
K e i d n c r ,  "Prelcde t o  Eeor?anfzat icn:  Ker;.?edy Foreign A i d  Meczage of 

Xarc i l  22, 19611', pages 46-76, The Izter-Universits Case Proprai.,, Lnc., Svracuse, 
Xev York, 1 9 6 9 .  



State University Research Foundation t o  conduct the s t u d y .  In January 1361, 

Kennedy set up a Task Force under Sargent Shriver zo formulate a plan f o r  the 

new undertaking to which he had Secone committed. 

President-Elect Kennedy had t o  decide whom he would appo in t  to h i s  

Cabinet and t o  nuaerous subcabinet pos t s .  A l s o  prfor t o  h i s  inaugura t ion ,  he 

was  atfeiagting t o  s e t  the programriatic and policy course for hls  new adninistra- 

t i o n .  Since no new o r g a n i z a t i o n  f o r  foreign econordc and foreign aid affairs 

existed, Kennec?y decided to designate neb7 leaders for the already establ ished 

posts with the expec ta t ion  of later shifting them into whatever new s t r u c t u r e s  

would be created. However, shortly after such ney officials were designated, 

their points of view concerning organ iza t ton  frequently s h i f t e d  t o  reflect the 

pos i t i om of  the bnreaucracy they w e r e  t o  lead. For e x a ~ l e ,  w h i l e  he was 

Under Secretaxy of State, C. Dougles Dil lan  had prepared a report recormending 

"that the  EXI?! Bank should be split in ~ W O ,  w i t h  its develo~ment loan activities 

t ransferred to the  cenfralized agency and the Xarionzl  Advisory Cclzncil on 

I n t e r n a t i o n a l  Manetary and Financial Policies (NAC) shorn of its approval 

arrthori ty over developzrent lostns." On Dece&er 16, Pres ident -Elec t  Kennedy 

announced t h a t  his choice for Secretaq- of the Treasury w a s  C. Douglas Dil lon.  

Tine EZYIX B~ank and KAC r e c ~ ~ e n d a t i o n s  were no t  fncluded in Dillon's later 
7 

draft  . Two ICA o f f i c i a l s  ,- 14arken Wiggins and I ; f i l l i a m  Josepfrson, d i s s a t i s f i e d  

w i t 1 1  the outlook for t he  nex f oreigr!  aid ager.cy an6 interested in the concent, 

h a d  prepared. a d r a f t  p r o p o s a l  for a Peece Corps entitled, "A Towering Task.'' 

On reading it, S h r i v e r  w z s  i np ressed  and s h o r t l y  thereafter IJiggFns and 

Josephson were t rans fe r red  t o  his preli;;r.inaq- p lanning  s taf f .  Almost ime2iatel.c-, 

7~ei<aor, op. i t .  p .  4 9 .  



8 
they becane s r r o n g  advocates of ac inSeyent2ent Peace Corns. 

Tize dtslgnations, on Decs~.Scr 15, of Orville Freeaan as Secrets7  of 

Agriculture,  and Ccorge S ,  McGovcrn as Direc to r ,  Food f o r  Peace; on Januzry 25, 

of  Henry  R. LabouSsse as Director  of IC,',, and Frank PI. Coff in  as Directcr of 

t h e  DLF; - n d  s h o r t l y  therezfrer of Harold F. Linl~r as Pres ident  of tbe EX?-1 

Bank, and Sargent  Shrivzr ss Direc to r  of the Peace Corps d i d  n o t  serve to 

prozotr a cozprez5se anong the IL4-DLF-Agriculture-Stzte voints of v5ez. Ret>er, 

the  v a r i o c s  n e e t i ~ g s  r 5a t  George B a l l  c o n v e n ~ d  ~ 5 t h  them to discuss fo re icn  a i d  

$a f t e r  his a~pointnent as Under Secretary of State f o r  Ecorioxic Affairs on 

Sanusr). 11 and the  subaission of h i s  report e n t i t l e d ,  " R e p o r t  cf the  Task fsrce 

on Fore ign  Econczic F'01f cy") served to reopen a l l  the issues once agzin. 

Accor<icgPy, Bai l  dec ided  t h a t  it would be b e t t e r  to h2s.e initial work done on 

a staff lev21 i n s t e z d  of continuing negotiazians ~ i t h  agency heads and Cabinet 

neif.crs, Joh2 0.  s e l l ,  3er;uty Coc rd lnz to r  of T fu t~a l  Security in Scate ,  and hfs 

s t a f f ,  t l ierefzre ,  ::'ere given r e s p o n s i b i l i t y  f o r  d e v e l o ~ i n g  or~anization charts 

and p roposa l s  for consideracioa. 

There w e r e  f ivc p r i n c i p d  ~ r o b l ~ ~ s  r ~ g a r d i n g  organizgtfon: 

I. Ha>- ~ v o a l d  fc?-?i~;:; a i d  bc ccorlicztec! k ~ i t 3  foreizg ecoppnfc vclfcv, 
r i l i t e ~ y  S S S ~ ~  tance, aulrilz~eral orograFs ,  and Sil~t-ral Drop-aEs 
of o ths r  c o u z t r f e s ?  

3. !..?.-c; uo.;'d +:=- Liz=  r01,2 cf t l ! ~  Gnder Secrf ta?  of S t a t e  f o r  Econonic  - - A i  ~ 2 2  r s  rc izti-.-c :c t h e  Re:.. a i d  asoj :;istrstioa? 

E;.;c; . d-.L..- CF. c i t  . , p. 1 2 3 .  



(?%is is where t h e  major b a t t l e  was: technical a s s i s t a n c e  and 
socf.: l development versr;s loans and the "bank"; and also Bashington 
regional o f f i c e s  v e r s u s  functional of f i ce s . )  9 

By h i s  January Inaugura l  and Sta te  of the Usion Addresses ,  PresEdent 

Kennedy, as a resul t  o f  his ovn study, his task forces repcrts , and discussions 

with h i s  Sdlite House Budget Bureau, and agency advisors, had comi t t ed  h i s  

a d m i n i s t r a t i o n  to a course  of a c t i o n  for :  

1. A new f o r e i g n  a i d  prcgran with new l e g i s l a t i o n .  

2. A met11c.d f o r  proceeding w i t h  the reorganization which looked to the 
Secretary of S t a t e  through 3 a l i  t o  have the prime r e s ~ o n s i b i l i t y  
f o r  n a k i n g  recomnendations t o  the  President (though the BOB and 
newly appoilnred officials such as Shriver , Freenan, and McGovern 
were to take i n i t i a t i v e s  in the i r  respective areas) . 

3. Broad new po l i c i e s  tha t  s t i l l  needed definition at t h e  level of 
p r o g r a  o p e r a t i o n  and org~nization were not clear as to exactly 
what would be inc ludsd or how t h e  new agency would be i n t e rnz l ly  
s t ruc tured ,  Within the bureaucracy, three ~ o s i t i o n s  had emerged 
s t rong ly :  the  DLF banking proposal, the I C A  Cabinet-level unified 
agency apprcach, and the J o b  Bell-Dillon suggestioa for a s t ronge r  
coordinating mechanism within State.  

The f i r s t  meeting of t h e  National Security Council under President Kennedy 

assigned the xesponsi5ility f o r  develoging foreign aid reorganization recom~en- 

dations to the BOB. This was t o  be expected given the Bureau's lead sole i n  t h e  

694 s t u d y .  Ecwever, George Ball had been a ~ p o i n t e d  Under S e c r e t a r y  of S t a t e  

f o r  Econcriiic Affairs  and  had  cha i r ed  Kennedy's Task Force. Therefore ,  given 

the Lead role assigned to State f o r  f o r e i g n  affairs coord.ination arid the staff  

resources avai lzble  to thex in John Bell's Mutual Secur i tv  Coordination o f f i c e ,  

i r  seemed l o g i c a l  t c  the BOS Dfrec to r ,  David Bell, t ha t  Ceorge B a i l  be zharced 

with recoz:cnding a prog raa  f o r  Presidential consideration. Accordingly, B e l l  

passs ,?  the  g a i n  in i . t l a t ive  f o r  r e o r g a n i z a t t o n  t o  George Ball. 

Dur ing  February ,  the  8 ~ 1 1  l e d  grouq and John B e l l  produced four d r a f t s  of 



I I z G r w t f i  f o r  Freedon ~fenorandux" f o r  the President  which was  discussed bv 

a f lexible grau? of s e n i o r  staff rrrexbcrs of the var5ous agencies znd of the 

BOB ar.d S.-%ire House who were very zi~ich d i v i d e d  along bureaucratic lines re- 

f l e c t i n g  the spec ia l  background znd interests of each agency -- exvlained 

below -- os l e g i s l a t i o n  and funding as w e l l  as organization procosals. The 

d r a f t  was a coqron i se  with respect to regional and functional office relation- 

ships ,  and was based on sorr~e p o l i t i c a l  assm?tions a%out incltisions o f  the 

Peace Corps and Food for Peace th s t  had not been decided by Kennedy. 

A meeting on March 6 ,  chaired by Sorensen, revealed that there were sti l l  

rnarty xeservetions concerning the  reorganization proposed in the paper, includina: 

1. Agriculture did not  want to see its role confined to declzrlng 
surpluses and prepar ing  then for shipment abroad. 

2 .  EtcGovern reacted negatively, object ing to having h i s  Food for 
Peace o f f i c e  b u r i e d  several Isyers doiirn. 

3, Shriver ecphasized t h a t  rhe Peace Corps had r o  be indepsndent and 
not  buried;  he d i d  not want it i:~ the new aid agencv. 

Tne meetii ig d i d  not resolve the fundamental differences. Dav%d B e l l ,  prior to 

a March 13  date tha t  was s e t  for a meeting w i c h  Pres5der.t Kennedy, he lped  resolve 

several o the r  basic organizational questions : 

1. He attached the label  "Resource Staff" to t he  functional off ices ,  
thus c lear ly  i n d i c s t l n g  they would n o t  be in the oneratfonal line 
of a u t h o r i t y .  

2. Tne Under Secre-tary f o r  Ecoilomf c Affairs would n o t  be the dfrect boss 
of zhe new & i d  agency 1.3-1'10~2 adninlc:rator ~.?ould report d i r e c t l y  to 
the Secretzq- of Sta te  and the P r e s i d e n t  (G. B a l l  agreed). 

3 .  E X I l i  Eank w o u l d  not  have its dollsr development loar: arogram trsnsferxed 
to the n c r  aagecy b u t  would.  acceDr p o l i c y  Girection on such losnS fro= 
tile new agency ( L i n d e r  zgreed) .  

Presidc;.nt Kennedy's decis ions  at the PIarc:b 13 meeting ratified the followinc: 

1. Tic corsolidation of XCA and DLF with s t rong  regional assistant 
adz incs  cra  t o r s  acd not quas i -  autoncnous f u n c t i o n z l  units, e x c l u d i n ~  
the EXIX Bzz-.l; f ron  A I D ,  brrt t ransf errizg its locsl currencv lending 
act iv i t ies .  



2. That any chang.2~ in P.L. 450 would have to bc handled ?y the kgxfculture 
C o d t t e e s  of Congress end that the appro~riation for it should not be 
in the aid bill; but  he reaffirned the central concept of unified 
country program . 

3.  Tnat McGover:.'~ request for n3rc potter wortld be denied but the 
President rcould accept a memorandun f xom him on where the Food for 
Peace office should be located. 

4 ,  That, for purposes of the Wessage, both the Pood f o r  Peace o f f i c e  and 
the f eace  Corps, despite ~hrfver's preference f o r  keeping the Peace 
corps separate, would be considered  a pa r t  of the new aid agency. 

Implmenting P r e s i d e n t  Kennedy ' s  Eiessage . Accordingly, regarding orpsniza- 

t i o n a l  changes, in his March 22, 1961, Message on Foreign Aid to the Congress, 

President Keanedy proposed, " tha t  our  separate and of ten confusing aid program 

be integrated inro a s i n g l e  Adrdr.is tration e~3racing  the present' Washington and 

F i e l d  operations of:  A .  The I n t e r ~ a t i o n a l  Cooperation Administration (ICA) 
and a l l  its technical a s s i s t a n c e  (?oint  4) and other 
p r o g r a s  ; 

B. The Develovment Loan Fund (DLF); 
C. The Food-for-Peace P r o g r a ~  (P.L. 480) in its relations 

w L t h  other countries, whi le  also recognizing its 
essential role in our f a n  econoq;  

D. The l o c z l  currency lending activities of the Emort- 
Import Bank; 

E. The Peace Corps, xecognizing its distinctive contribution 
beyond the zrea of econozic development; 

F. The donation of non-sgricultural surpluses from other 
nat lonal  s t o c k ~ i l e s  of excess c o m o d i t i e s  c x  equi~ment  ; 

G .  All other related s ta f f  and pronram services nmc 
provlded by the Departnent of Scare as w e l l  as IC-4." 

I During FebruaT, John B e l l .  had w r i t t e r ,  a menorandurr-, to George Ball on "The 

Job Ahead." Tr,e f i r s t  phase invc? . t~ed he lp ing  the ?resident make decisfons on 

new concepts of aid, funds t o  be requested, l eg i s l s t ive  proposzls, snd 2 ne:.? 

organization. However, the second phase concerned the follov through. John B e l l  

suggcsred rha t  B a l l  chair  a general  st rate?^ bozrd w i t h  z general secretaria.t 

azz five t a k  grc.Z?s. By :larch 2 2 ,  the Presi2ez? had decided that he, rtcher 

I than B a l l ,  shoclG a ~ p o i n t  the task force to de-b?elcp the imvleneatation alan so 

t h a t  the Lrni te  S o - s e  s t a f f  voulci be in a sironger vositlon to supervzse the  work, 



espec ia l ly  since it had been agreed that  B a l l  would not hzve direct resporrsiSility 

in t he  f o r e i g n  aid f f e l d .  Therefore, on Narch 22, Kennedy wrote to Labouisse, 

the ICA Director, appcint ing him to serve as chaiman of the Task Force. 

To carry out the pr inc ip les  f o r  the new f osergn aid prcgraz of the Kennedy 

adminis~raticn, the Presf dect , the l'ilite House staff, and the Bureau of the 

Budget were deterrained thaf the March 22 bfessage should be taken as a "given." 

Before the xagy ss-Jects of administrative transition to come later, two simn'Le 

s t e p s  appeared to be required: 

I. DeveLo? d e t a i l e d  prograz and organizarlonal plzns for clearance w i t h  
the various in te res ted  part ies -- mpstly the foreign a i d  agencies and 
Stzte, Defense, Agr icu l tu re ,  Treasury, BOB, znd the White Hozlse. 

2. Pregare leg2 s l a t i o n  for preserrtatior, to Congress, along with an 
acco-parj-icg P r e s i d e n t i a l  izessage . 

But the s L n ? t f c i t y  of these steps de7ended =Don &7o major fzctors: (I) that 

no one reopen the  decis ions  is the  President's nessege; and (2) that  relativelj* 

fex peop le  bc involved in the FrQcess to ninfn ize  the nmber of views and the 

b u i l 2  up of contend2ng forces. However, eacf; agency that  fe l t  its ooLnt of vieg 

+-- rbs n o t  a d e q ~ a t e l y  rer,resented in the President's messags wanted to go behind 

it. Also, others argued that mazy persons, both  in acZ out of gcuernnent, should 

be involve:! in the process in order  that the  best  advice could be obtained and 

I so t ha t  maxinm supFort for the foreign aid progrsz  could be marshalled. The 

Presidezr, by cresting a new task force  under Lzbeuisse, opened the door f o r  

renezed 2 ~ 5 a i e  oirc-r the  structure of the nex f o r e i g n  zid zp,ezcv. 

Both p o l i c y  issues and  burezucratic and p o l i t i c a l  contests f o r  poxer lay 

behfnd t h e  struggle  over organizational structure. The Agriculture Depsrt~enr, 

h%ite  5:suss Food fnr Peace Office,  and ICA conf l ic t  over the PI, 480 (Food fo r  

Peace) progrza i n v o l v e d  quest iors  of whether f t was ~ r f n a r i l y  an agr i cu l tu ra l  

or fc re igx  a i d  progran. The argumezt over  unified and st ronq  regional ofCices 



and country desks fo r  the a i d  agency headquarters, un i f i ed  f i e l d  nissions, 

and f i e l d  r e s p o ~ s i b i l i t y  of the hbassadors involved conf l fc t  w l t h  the Foreign 

Service and the t r a d i t i o n a l  Deyartnent of Sraze a d  also with the s u ~ v o r t e r s  

of ezcb functional a ? e c c  of f o re ign  aid -- loans ,  technical assfstance, program 

assistar.cs, etc. This arg=.cnt ~ l s o  inaolx?ed a decis ion as to whether foreign 

sid was  te3Torar-y or a re la t ive ly  permanent feature cf U . S .  foreign oolicy and 

whether aid should be getred priraril-j to those c o u n t r i e s  that  could use hags. 

SirAlar  inpl icarf  ons were present i n  other  o r g a ~ i z a t i o n a l  issues such as : 

I. Should tLe  Peace Corps be integrated i n t o  the new aid agency? 

2.  b.%ere i n t e r n a l l y  should the services involving research, plaminq, 
technical ser.t7ices, a& developent f inaricing be located? 

3.  Hox should personnel, budget, 2zld mnagenent services be provided? 

4 .  R3at s f i o ~ l d  be the relationships of the a i d  agency w i t h  the 
Depertnent af Sta te?  

On >krch 2 6 ,  Labo-dsse zceepted P r e s i d e a t  IEennedyqs assignnent as Chaiman 

of t h e  Presfdent's Task Force on Foreign Econo~Tc Assfstance. H e  alsu  out l ined 

h i s  concept of the 505 and suggested names for a De~uty  and chaimen f o r  three 

of t h e  f ive  szb-group he proposed. He proposed John 0. B e l l  as Deputy Chaimsn; 

f o r  chziman of the group on Legislatior,  and Congressional presentation -- 
Theolcre Tanneaxald ; for chaimarc of the Grocp on Progrtim Developneat - Frarik 

Coff in ;  and for chairmr: of the Grorrp on Organization and Administratlor, -- 
Don K. Price. Labouisse also suggested ~ T O  ot%er grotms: one on recruiraenr 

and s e l e c t i o n  of policy-level perso2ael; a d  one on nublic support f o r  the 

prograx. At the \<cite House, Ralph A. Dun~an ,  who had previouslv serlycd as 

Sezs tc r  Kenned:;'~ l eg i s la t ive  assistant,  was given the ass5gnnent for the next 

phzse of  rhe f o r e i g n  a i d  reorganizat ion.  Ddrigan quickly zr rs rged  for a Viiite 

Eocse g r e e n l i g h t  to LaSoufssee to oroceed, but felt t ha t  zhe ~ r o p o s e d  ErouDs 

or: exccuTive recruitzcnt arrd ~ x 5 l Z c  sucpor t  were i l l - a d v i s e d .  A pu5l ic  sxn3ar t  



g r o q  c ig? t  backfire  if Congress f e l t  t h a t  p z b l i c  f u n l s  w e r e  being used openly 

to intluence i t s  decision; furthermore, Mutual Security funds could not be used 

for t h i s  parpose. S t r o z g  1Tnite House action was needed on executive recruitment 

certainly, but Dungan did nor believe that selection of top ool i t ical  ap~ointees  

for the nsiq agency could be given to a Task Force group, especially one mder 

Labezisse who had not  been def in i te ly  designated as part of the new permanent 

tean. Tarscrezwald an$ Coffin readlly accepted their assignments, but Don K. Price 

was not available. George Gant, of the Ford Foundation, was suggested in Price's 

place .  Gznt agreed to the assigraenr but fndicated h i s  partf e i ~ a t i o n  would ha-ze 

to be lidted to A p r i l ,  !-lay, and June. John 0. Be11 accepted t h e  jo5  offered by 

Laboursse and nade  h i s  s ta f f  of sone 50 exployees, b u i l t  up over h i s  years as 

Deputy Coordinator  f o r  Xutual Security, avaiiable; in general, it became the 

headquarters for rhe Task Force. 

Regarding Labouisse, the President hsd never nade i t  clear whether h e  

expected L a b c ~ s s e  to reriain  hen ICA was supersede:! by the new agency. Many, 

i n c l u d h g  Labouisse, felt t h a t  t h e  head of the Task Force should be the adminis- 

tration's choice to head the new agency in order that  implenentation could fo l low 

narursl ly  , smoothly, and quickly. Rowever, neither Lsbouisse nor the L h i  te 

House star'f wanted to press the President for a decisfon, and so the  matter 

re3ained unsettled . 
To free himsel f  f o r  f u l l  t ine  work as heat! of t h e  Task Force, Lsboaisse 

d e c i d c d  t o  delegate r e s p o n s i b i l i t y  for operat ing ICA to Dr. D. A. Fi tzgera ld ,  

zhe Depury Director f o r  Operatiozs. On tkirch 30, rbe President sent a m e ~ o r a n d u ~  

to t h e  heads of S t a t e ,  Treasuqr, Defense, Agriculture, BOB, the  t - m o r t - I ~ p o r t  

Bar\.k, DLF, Pesce C o q s ,  and Food for Peace in whic3 he announced the zp~ointnent 

of Leboui.sse as chaiman of a Task Force "to work on the problems or' transitioz 

f r o a  ex is t ing  progr27s of f o r e i g n  a id  f o r  econcrrZc and soc ia l  development to the 

new a??rcach oc"cfined in my message t o  Congress of March 22, 1961." 



Effects of the Reorganf za t ion  

The following section: (1) sumarizes the intended effects of the re- 

organizatioz; (2)  describes the actual effects, intended and otherwise; and 

(3) dicusses the factors tha t  were responsible for the actual effects. 

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

Messege to Congress on foreign a f d  stressed the r o l e  of t h e  U n i t e d  States as i 
leader of the Free World with these concluding words, "For we are launcMng a 

Decade o f  Development on which will depend, substantially, the kind of world 

in whf& w e  and our children shall. l ive." Irs thene was  the need f o r  change 

i n  program, organfzation, l eg i s la t ion ,  and personnel. The reorganization aimed 

at bas i c  ~ r o g t m m t i c  changes and not j u s t  labe l  changes ox the s h l f t i n g  of 

boxes cn organizstional charts. The changes involved organizztional aspects 

at sever2  levels of the many agencies concerned, These cheoges were c l o s e l y  

interwoven w i t h  the p r o g r a  and legislative aspects  of t h e  object2ves sought. 

The objectives sought chror?-.,h reorganization were based on a new set  of 

basic concepts and principles. They included: 

I. Consolidation of the f o r e ign  aid agencies t o  provide u n i f i e d  ad;ninis- 
tration and operations wit5 a -single agency i n  k'sshington and i n  the 
field in place of several conveting and confusing a i d  units.  

Foreign af fa i r s  leadership and coordination by the De~artnent of 
State, with  authority f o r  the conduct of activitf  es which advance 
our foreign policy objectives vested i n  the FresTdent or other 
o f f i c i a l s  prinari ly concerned with  foreign eff airs ; and international 
actir.-icies of domestic agencies to be clearly either: (a) necessan 
extens ions  of their nor-nal  domestic missicns, or (b) undertaken on 
behalf o f ,  arrd in supnorr o f ,  progra?s  and objectives of the 
approrriare foreign affairs agencies. 

3. S t i p a l a  ti02 and response to countr: p r o g r m s  involving a caref ul lg  
thoughr through prograa tailored to neet the nee& and resources 
porential of each i n d i v i d u a l  country ( ins t ead  of a series of senarate 
unrcIa:e6 projec ts ) ,  long range econonic develovnent olans w i t h  centralized 
coordinat ion of ~ r o g r a r a i n g ,  and soecial  at tenrion to those nat ions  
m o s t  w i l l i n g  and ab le  to mobi l ize  t h e i r  ova resources, make necessan- 
social, f i s c a l ,  and goverzlzental r e f o m ,  and other efforts  tc reach 
sclf-sustaining growth. 



4 ,  Provision of a flexible s e t  sf foreign aid tools, long term (at least 
five years) authorization for the new aid agency, borrowing authority 
from the V.S.  Treasury i n  order for the new aid agency to make long 
term ioans repayable in dollars, supporting cssistance for strategic 
purposes, developnent grants chiefly for human resources developaent , 
an expanded Food f o r  Peace program, and Peace Corns Volunteers. 

5 .  Provision of systematic research to improve the effectiveness of 
U.S. assistance ef forts .  

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

7. Mobil5zing 'free world a i d  sources by coordinating nuXtilatera1 ~rograms , 
increasing mounts of aid, and lengthentrig comltn2nts. 

8. Separation of economic and soc ia l  development assistance from military 
assistance by proposfng a separate authorization bill for  military 
assistance, requesting appropriations for military assistance as part 
of the Defense budget, and providing coordination within State for 
dl i tary  assistance with the economic assistance polf cies . 

khat Effects, Intended and Otherwise, Were Actually Ex~erienced? The 

effects of the reorganization are s m a r i z e d  below, in terns of (1) objectives 

met and the reasons therefore, and (2) objectives not achieved and why they 

were not. 

Ob j ectives Met and L%y? A s  discussed above, Ke~nedg established "The 

president's Task Force on Foreign Economic LIs.@istanceg' t o  develop the legislz- 

t i on ,  and the organlzat ianal  and adntinistrative plans for fmlementinq 

his Message t o  Congress of March 22.  The task force,  chaired by Henry 

Labouisse, set up a subgroup for each of these three principal arezs. In 

less than m a  rrronths, a tremendow ammt of detailed work was concluded bv 

the  task force,  its sub-groups aad the experienced staff  of DLF, ICA, State, 

and BOB whose k n ~ x l e d g e  and 5ackground contributed greatly to the  overall  

results .  Thus, on ?.fay 26, 1961, P r e s i d e n t  Kennedy was able to send t h e i r  

work forward and write to Congress, ' '~ransrnitted herewith for consideration 

by the Congress is a drsft of a b i l l  which would carry out the pr inc ipz l  



recornendations set forth in my message on foreign a i d  of March 22, 1961 ..." 
He stated tha t  the Bureau of the Budget had conducted a studv, as required 

by Section 604 of the Mutual Security A c t  of 1960, and urepared a r enor t .  

He added that the second requirement that the  President  shall inc lude  h i s  

findings and recomne~datlons r e s u l t i n g  f ron such study in his  ~resenta' ,ion ' 

of the FY 1962 program t o  Congress was b e i ~ g  n e t  by this message and the 

acconpanying program materials and organization plan being submitted. More 

than half  the  message dea l t  with the organization and administrative asDects 

of AID which had been assigned to the  George Gant Croup. 

Ccngress respond~d i n  a relatively short time by passing the Foreign 

10 
Assistance Act of 1961, which Kennedy signed on September 4 .  It gave the 

President m o s t  of ths authori t ies  he reqtlested, including a new bas ic  act  to 

supersede the  Mutual Secari ty  Act of 1954. More particularfv, the A c t  

recognized t h e  need for longer term development loans by providing a f ive 

year zuthorization for lending authority. The loan fun6s were authorized to I 
I 

be appropristed annualy within l i m i t s  set, but could continue to be available 
i 

u n t i l  e q e n d e d ;  t h a t  is ,  they become "no-year" funds. In  e f f e c t ,  Congress 

supported the "new look" in foreign aid s t r e s sed  in the political caqaign 

and the studies made by its own con;r;littees for more e ~ p h a s i s  on developmenr 

loans, self-help, long-term country plans, and socf al, f i s cz l ,  and govermental 

reform by the aided na t ions .  

Congress d i d  not s p e l l  out  de ta i l s  but gave the President f u l l  d i sc re t ion  

on organizational n a t t e r s ,  except for the nu&er and grades of s t a t u t o r y  

officers and the location of the Office of Inspector General for Foreign 

Assistance (see explanation belo-2). Kenriedy carried our most of his 

10 
P.L. 87-195, 75 Star. 424 



I organizational 05 jectives by: 

1. Creation of A I D .  Section 621 of the new FAA gave the President full 

- a u t h o r i t y  to delegate the operations of the program to any U.S.  agency. Of 

course, the  p r e s e n t a t i c n  spellec! out for Conqress the president's in tent  to 
If. 

create AID wi th in  the Department of State. On Xoveizber 3, 1961, President 

Kennedy formally delegated to the Secretary of State most of his functions under 

the FAA, except  for specified reserved, or otherwise delegzted, functions and 

certain operating functions of the military assistance program delegated to tl-e I 

Deparrroent of Defense. On rhar same day, State Devartment Delegation of 

Authority No. 104 was issued. Although the Executive Order and Departrnenr 

of Sta te  Delegat icn  establ ishing AID were not formalzy -issued until later, the 

President on Septen5er 30, signed the Foreiga Assistance Ap~ropria t ic ln  A c t  and 

directed the Secretary of State to create AID. B e s i d e s  creating AID, the 

Executive Order prok%ded fur transfer to AID of officers, funds,  and records of 

ICA, DLF,and t h e  local currency lending f u n c t i o n  of the E X I M  Bank. ICA and 

the corporate DLF were  abolished on NovemSer 3 w d e r  the FAA Section 621(b) 

which p e m i t t e d  them to exist for up to 60 days after Se~ter .ber  4 ,  the effective 

date of the FAA, to f ac i l i t a t e  t h e  t r a n s i t i o n  and to p e a t  the  issuance of the 

necessary Executive order creating the new agency. 

The President, mesnwhile, had appointed Lsbouisse t o  a d i ~ l o m a t i c  pest and 

12 
brought i n to  AID, as i t s  first A d d n i s t r a t o r ,  Pcwler R a ~ i l t o n .  On September 30, 

1961, AidlKashington Notice No. 1 was f s s ~ e d  by Fowler Haiililton t o  a l l  offirerrs 

11 
Executi-ve O r d e r  Eo. 10973, (26 F.R. 10469). 

1 2 ~ o m e  interviexees s ta ted  that the White House f e l t  t h a t  L.s3ouisse was  not 
ruthless or tough enough, and t o o  much of a gentleman to give the new agency 
the i ~ ? e e u s  they wanted; Hzailton was a b r i l l i z n r  lawyer from Rew York and 
had the advantage of coming from outs ide the governxent, thus re~resented the 
n2w l eadership  that was being sought .  



and e rq loyees  of I U  and DLF notifying r5em of rhe creation of AID znd 

authorizing then to exercise tfieir functions the FAA of 1961 in 

behalf of AID. He ccr.cluded by saying:  

It Therefore until these agencies are abolished a l l  explovees continue 
as eqloyees  of ICA and DLF in thei r  current posit ions  and titles, and 
functions of offfcers  r e ~ t a i n  uzchanged, tlrrl_ess otherwise specified." 

This AID organizational structure created in 196L, thou;*3 modified in some 

detaf 1s from t ine to t i m e  over the  past  13 years, has -- in the main -- 
endured and outlasted by far any of its predecessor organizations. 

2.  I n t e r n z l  AID Reorpanizatfon. Regarding internal organfzation of the 

new agency, the Gant Group on Organization s ~ d  AZainfstraifon of the President's 

T a k  Force on Foreign Econozic Assistance succeeded in achieving its basic poals: 

a. Strocg reaional offices w i t h  "line" authority over the countm 
m L s s l o ~ s  in the  field were created, 

b. Veto poxer over projects and prcgram vreviousfy exercised by the 
funct ion21 o f f i ce s  was e l f d n a t e d .  

c .  Functional off ices  were converted to resource units. 

d.  Development financing was integrared i n t o  the regional ucits 
but a c e ~ t r a l  review w a s  retained thrcugk! a Developzent Loan 
C o r i  ttee chaired by the AID A d i d n i s t r a t o r .  

Tne f a c t  t ha t  DLF had a snall brzt sTery ccr~petent  staff and t h a t  croatton of loan 

u a i t s  in each eqazded  AID regional  office created mre loan p o s i t i o a s  than there 

were t r a i n e 2  personnel avzilable to fill the2 fac i l l t ared  the successful inte- 

gracion of DL' into AID. Tne most dissatisfied persoznel  xero t h e  ICA f ~ n c t i o n ~ f ,  

technical assisca2ce s p e c i a l i s ~ s  whose power zrld influence had been curtelled. 

The Kennedy administration t h rusz  f o r  developnent acd na jo r  exp>sses on L a t i n  

P-nerica and Afr ica  require6 s t r o z g  regional intercal  AID organ5zatiort to 

coordinate  a l l  available f l c x Y I l e  foreig2 a i 2  tools and to sup~ort self heln  

efforts of i o d i r i d u a l  countrq. prozrars,  long-range developzent, a d  ecoaoec 



and s o c i a l  growth goals.  n~erefore, the bas ic  concepts of t h e  adainfstration's 

AID reorganiza t ior ,  were put i n t o  effect and, during subseguen+- years, were deemed 

t o  be x o r k i n g  e f fec t ive ly  by most ev.zluators snd o3serqers. 

3. Foreign A f f a i r s  Leadership and CoorZina t in2  bv the Debartrent of Sta t e .  

The Foreign Aid A c t  (FAA) of 1961 and r e su l t i ng  Execurive Orders, plus the 

President's le t ter  to A=bassadors of May 1951 {strengihenlng their countrv- 

tern leadership role), gave the State Department basic authort tv  to lea6 and 

coordinate  fo re ign  aid e f f o r t s .  The AID Atldnistrator was qivsn Deputy Under 

Secretary rank and re;?arted d i r ~ c t l y  to the  Secretary of State and the 

Presidenr. Author i ty  ran from the Pdninistrator to the A D  Assistcnt A d s z n i -  

s c r a t o r s  cf the f o u r  r eg iona l  bureaus and, through the h3assadors, to the 

chiefs  of A I D  missions overseas. The four  AID Ass i s tan t  Bdminfstrators had 

equal rank w l t h  th~, g e o g r z ~ h i c a l  Assistant'  Secretaries of Sta te  and worked 

c losely  with the=, though the extezt of coilaborztion varled somewhat from one 

area to another depending on the perssxal  rel~'5onships deveioped between the  

corresponling s t a f f s .  Congress agreed wf th the a d ~ 5 n i s ~ r a t i o n  on the desirabi l irv 

of State caordinatkoc or' =i,litary an6 econoec  a s s L s t ~ ~ c e  as a key element f o r  

inregra t e d  count r,. prograriiLag, Tfre adzinis  t rz t ion 's  s q ~ o r t  f o r  more incegrztioz 

in the field left approzches open t ha t  could l e ~ d  to nore i n t eg ra t i on ,  eventuallv, 

in Kashington. Separat isn of State's F o r e i s  Service acd t h e i r  d i s in t e res t  in 

AID'S o~erztional prob lezs ,  plus t h s  per sona l  s tv l e s  of  Secretan- R u s k  and State 

top o f f i c e r s  , hcvever , d i d  not provide the stronger l eadexs5 ip  and c o o r d i n z ~ i c n  

t h a t  vas sought by the reorgacizatioz?. 

4 .  F t ~ x i t r l e  S e r  of foreigr: A T 2  Toe!-. - Con~rsss gave r!ie President f i x - e  

yesr a u t h c r i z a t f o n  f c r  loan funds ,  s ~ 3 j e c t  t o  anr:uzl aazro3r iat tons.  S u p o r t i n g  

a s s i s ~ a n c e ,  d e v ~ l a ~ ~ c a t  grants, t~ excaded  P.L. 480 Food for Peace progrzx, 

, . cne Pezce Corps, znd b r o d e r  a u t 3 o r i i i e s  f o r  the cse cf £usrantees and i n u e s r ~ ~ e n t  



surveys for private  enterprise were all au thc r i zed .  ?"nus, the administra- 

cion d i d  get most  cf the tools it requested and was able to adapt them to the 

diverse country s i t u a t i o n s  . Ccmprehens l v e  ind i?<dual  countm plans and progrsm 

were develcged (sozetines perhkps more by the A I D  mission than the  country 

i t s e l f ) .  The President's eqhases on se l f -help,  natFonal plzns ,  and countrv 

and reg ions l  l onge r - r age  progrars  were rea l ized  i r r  nos t cases. 

5 .  Provis ion of Sys tenztic Res ear& . Tne research and plaming assistance 

f unc.tior? was given recognitior, and ~ 5 s i b i L i t ) ;  through the crestion of a separzte 

resource office 2nd by spec i f i c  au thor iza t ion  fn FAA Section 241. Because 

assis tance to othar cou;ltries i ~ .  the  development planning area was a very 

sensitive ratter, nacy of the key advisors on the reorgaxizatf on felt tha t  

such a separare o f f i c e  in AID w z s  needed for research on the process i tself .  

Also,  it xould be desirable  to collect and evaluate prior experiences (such 3 s  

=hose of the Hzrvzrd University advisory grocps to Irar. and Pakistan, and 

Ford Foczldation s t z f f s  in other c o u n t r i e s ) .  The Ga2r Group felt strongly 

that each host c o r m r q  should determine its own needs -- w l t h  the h e l p  of 

pr iva te  owgznizarfons it might select -- but t 5 a t  a central AID unit should 

exist fo r  research an6 evaluatio~ purposes. 

6. McSl l i z i n g  Free TrTorld A i d  Resources. An Internat ional  Develop~ent  

Organizaticn S t a f f  was create< w i t h i r ,  A D ,  r e p o r t t a g  d i rec t lv  t o  the Adxinistra- 

t o r .  It worked c l o s e l y  v i th  the State Departaent, t he  UK3?, the OECD in Paris,  

the I.:crld i3zck, and w i t h  Regiozal Developaent Banks t h a t  were stimizlated by 

t h e  i n c r ~ a s e d  world a t t e n t i o n  and i n r e r e s  t in econonic develo~nezt . Congress 

includec!, in t h e  FPPCC, a Chanter 3 w?'ch a r o v i d e d  general au tho r i t y  and fund in^ 

f o r  exFanded ~ s l r i l s t e r z l  act iv i t i e s .  

O'~ jecc i - ,~es  Ker Met an2 ?-%I-? O n  ba l snce ,  most of the orcaram and reorgzniza~ioz 

objectives of t he  a2=: in is t ra t ion 's  transition f r m  I C A  to A I D  were net, AS 



d i s c ~ s s e d  belo..;, however, some of the proposals made to Congress w e r e  not 

provided  f o r  i n  the Foreign k s s i s t ance  A c t .  Also, t h e  President changed his 

roind regardiilg some of the propcsals he had made In h i s  March 22 Message and 

dro??ed t h c ~  fron his f f n a l  recomenclations in May. The draft legislat ion and 

t h e  prograin_ ~ r e s e i t t a r i o ~  documect w5ich Kennedy sent to Congress on ?fey 26, 1961, 

after the L a t o u i s s e  t a s k  force had coq l e t ed  its work, reflected basical ly  the 

I1 second thoughts" of t h e  Presizent and his advisors tha t  nore Smds would be 

pravided by not consolidating all rhe organizations since "more s p i g o ~ s "  f o r  

a i d ,  w o u l d ,  therefore ,  be avai lable  and greater p c l i t i c a l  support f o r  the program 

w ~ u l d  be obtained.  Of the s p e c i f i c  objectives sought in Parch and sumarized 

above, only the s e p a r a t i o ~ l  of ecoc~nic from nil i taq-  assistance w a s  corzpletely 

dro3ped. Tne organfza t iona l  chsnges o r i g i n a l l y  sought, t'nat were omltted by 

the  Preside-t, a r e  d e t a i l e d  below. Congress bas5call-; denied the admLnistraticn 

t h ree  legislative changes i n i t i a l l y  sought .  

1. a s  Objectivesbt Yet. The d r a f t  l e g i s l a t i o n  s ~ b r - Z t t e d  

in Mzy coaEaineC t w ~  propasals &ich Co3gress d i d  not accept. The administra- 

t i o n  droppsd a third prcgosa l  upon r ea l i z ing  tha t  the Eorrse leadershf~ was 

s t r o n g l y  opposed to it. 'ihese three ( i n i t i a l l y  desf red) proposals were :  

a.  The f ire-year b o r r m i n g  au thor i ty  for development loans. 

Ins tead  the new A c t  provided a five-gear ai l thorizatfon Tor annual 

aypro? r i e t im  of no-year fu+!s. 
13 

By d e n i a l  of the borrowing 

t 1  zu thor i  ry requcs te6, Corgress reasserted its control  of the vurse" 

perogatlve, 2nd ex~rcssed its dislike o: t h e  Executive Branch usiag 

"back-door" flnancir-g" f o r  prograrrs t o  escaDe reviews by the 

aFpropria~Lo~s ccsxittees. Zecogzizing t h e  t i r e  requfred to 

I 3 ~ o r e i g n  + s s i s t a n c e  A c t  of 1961, T i t l e  I, Cha9ter 2 .  



properly evaluate loan projects and country ~ r o g r a m i n g  needs,  

Congress, hoeever, provided that long-term loan co=itments 

I may be naZe by the President aga ins t  authorized but not vet  

11 apprcpriated funds s u b j e c t  only co t5e annual avproprf a t i on  of 

such f ~ n d s . "  

b. The transfer of the Inspectcr  General and C o q t r o l l e r  fron the 

D e p z r z z o ~ t  of Stare to AID, which the President had proposed, also 
I 

I was rejected by Congress.  Instezd, it established an "~nsuector 
14 

General, Foreign Assistance" as a ststrrtoq offfcex.  Tnis  o f f i ce r  

I reported directly t o  the Secretary of State rather than to an gnder I 
Secretary, as under the X u t u a l  Security A c t .  The Mouse Cornittee I 

1 on Foreign Affairs s t a t e d  its reasorz for t h i s  arraagenezt: I 
"One of the major pro5le-s c:hich has confronted the 
Secretary of State in cor;rrectioii with the aid Drogram 
has beon that Infcmatfon as to the s h o r t c o ~ d n g s  has 
not perietrated to h i m  c n r i l  too l a t e  f o r  riroper 
preventive o r  renedisl actfoa. 1: 

c .  Tie se7ars t ion  of ~ C O ~ O ~ C  and social develoarent assistznce 

f r o m  military assistance. Instead of the original n;o b i l l s  aritici- 

pared, the draft FAA was submitted to Colgress in Fa-,- as one b i l l  

with  m i l i t a r y  assistance provided  f o r  as Part 11. The LT.ite House 

approac'ned the leaders of tkre House snd Senate to obtzin i n f t i s l  

Congressiozal clearances of t ~ o  se7arate b i l l s  onlv four days 

before t he  proi>osel new l e g i s l a t i o n  was to be sub:,itted to Congress. 

The leaders expressed their f e e l f n g  that t3ev had been l e f t  zain-  

fomed  about t h e  work of the Labouisse task force and t3e adrdni- 

stratiiocis views. S ? e s k e r  of rhe E o t s e  Rayburr;, the nest ~ozer fu l  

1 4  
Foreign Xssistasce A c t ,  S e c t 5 o n  6 2 4 ( e ) .  



man in Congress, declared f l a t l y  that the adzinistratlon's plan to 

s e p a a r e  m i l i t a r y  and fo re ign  a i d  in d i f f e r e n t  b i l l s  was eonpletelv 

unaccepc&le. He co7;ld not  take responsibility for getting the  

measures through the  House in the form of two bills. Much o f  the 

Congressional s u p p o r t  f o r  foreign a i d  was t i e d  to t he  fact  tha t  it 

con t r ibu ted  to U.S. international security. The attitude was "take 

that argmeat  away, and the rest of t h e  foreign a i d  progran was 

a sittizg duck." Tiis was a rude shock to t h e  a6nlnistrationts 

concept of separating m i l i t a r y  and economic zssistance programs, 

to which it hzd been comi t t ed  even before assumZng office. But, 

in view of the s t r o n g  opposi t ion ,  the L % i t e  Zlo&-e bad no alternative 

except to cofbine the t v o  proposed b i l l s  i n t o  one an2 to drop its 

objecifve. 

2. Or~salzztional OE.;ectiues S o t  X e t .  Four of the orgaalzstional consoli- 

d a t i o n s  into rhe aes: ager.cy sought fr, Harch were rrot ir! the a d d n i s t r a r i o n ' s  

Fey presentation to Congress. These c~issions ref lected new decisions on 

the part of t h e  ?restden:. They involved: 

a. The E:,;I?L Bazk Dollar  L ~ a n  Fmction.  Tne EXIM Bank, as an orgazi- 

za t ian ,  was l e f t  out of the coasol idated  new aid agenc5 and retai2c.d- 

i ts  do1 l a r  development 1 ~ ~ 2 i i i g  function bzsicaf l v  b e c a s e  Kennedy 

and h i s  z d v i s o r s  conclcded t h ~ t ,  in total, more mosey would be 

f o r t h c c z i n g  f r o z  Congress. Also they felt t h z t  t3e EXE4 Bazlits 

s t r o n g  su3pcrters in and out of Congress d g h t  be 

alier_ated if tl?e Eank was a b o l i s 5 e d .  

b. The X z t i  c n z l  Advisory Ccunci l on I n t e r n a t i o n a l  M 3 n e r a ~ ~  and 

F i n a n c i e l  Poli-cies (SAC). The NXC, ccmposei! cf t h e  hee2s of 



Tre=ury, State, Connerce, EXIFZ Bank, and the  Federal Reserve 

S y s t e n ,  had been created by law in 1945. Develooment Iazns would he 

sub jec t  to KK review unless t h e  l eg i s l a t ion  would abolish the 

RAC as the Gazr task force believed desirable. The task force 

wznted t c  a5ol ish  t he  KAC and t ransfer  i t s  functions t o  the S t a t e  

Department i n  line with S t z t e v s  emanded role in coordinating 

foreign affairs. BifPon, who had favored the i d e a  while he was 

Under Secretary of S t a t e ,  was now, however, Secretazy of the 

Treasury and Chairnan of the KAC. He thought retaining the existing 

NAC vo:.ld be c s e f u l  p o l t t i c a l l y  as it would help toward Congressional 

acceptacce of the a d ~ i n i s t r z t i o n ' s  proposal  f o r  bo r r r i i ng  authority 

from t h e  Treasury f o r  developnent 2 0 ~ s .  Canp~ess looked an the 

NAC as an add i t i oza l  watchdog to help insure that borrowed r n ~ n e \ ~  

would b e  proper ly  used .  Therefore, the White House an6 Budget 

Bureau decide? to r e t s i n  the NAC f o r  political reasons and no 

rnentlon of it was  included i n  the  proposed FAA legislation. 

c .  Tne FOOT;, for Peace (PL 480)  Program. The program included: 

(1) t5e  general p u ' l f  c r e l a t i o n s  and coordinaticn functions f o r  the 

o f f i c e  i n  t h e  k ' i t e  House headed by George McGovern; (2) the 

Department of Agrfculture, s p m s o r  of the program, before the 

Agricultural Corznfttees of Congress which au thor ized  and funded i t ;  

and (3)  t h e  neu a i d  agency responsible for i n t e g r a t i n g  t he  PL 480 

food resources into the i n d i v i d u a l  f oreigc countq-  program. d l t h o u ~ h  

the task force  favored novirg McGovern and h i s  coordinating f u n c t i o n  

to t h e  new agency,  plcs g i v i n g  h i s  function a s t ronger  overzll role ,  

McGot~ern wen ted  to r ens i n  organizationally in the S?rite IioTse, 



where he would be nore h igh ly  v i s i b l e  po l i t i ca l ly .  Tbe pressure 

of the Agrictlltuxe De~artmezt to retain its major polfcy influence 

in t h e  progr.,x strengthened KcGovernTs hand as the coordinator of 

interagency interests. Secretary of Agriculture Free~an saw AID 

as a planning and coordinzting body with agricultural operations znd 

technicel  assistance responsibi l iZies  turned over to USDA. Labouisse 

out l ined  to the L W t e  House the task force position tha t  u n i f i e d  

country programing was at stake and t ha t  lack of responsibiiity 

for the Fcod f o r  Peace progra-a would handicap AZD in carrying out 

i t s  function. Glven the strong posit ion taken by Secretary Freezzn, 

and the desire of the agriculture c o d t t e e s  in Congress to retain 

PL 480 controls,  plus the ;;sliticsl desirzbi l i ty  of keeping McGovercTs 

office in the I f i l t e  House, the  Budget: Bureau and Ralph Dungan 

r e c o z e 3 d e d  to t h e  Presidest that  he not push on this consolidation, 

even though it was in his March nessage and the task force wanted 

it. Bccordlngly,  the  statw quo was zl lowed to remain "fuzzed up" 

withcut spe l l ing  out  e q l i c i t l y  the roles of each party conceraed. 

A l s o ,  the f i n a l  G a t  re@rgznization plan for AID pro-dded for an 

a t  .O f f i c e  of Co~aodity Assis t~nce" to replace the orevfouslg arooosed 

office title of "FooE f o r  Peace." Tnis nev off ice  would naintatz 

liaiso2 with the HcGovern Food for Peace off5ce in the kT!ite House. 

To furrher coun t r y  ~ r o g r a m . i n g  of the  PL 480, Titles I, II and IV 

in the final draft provided t h a t  'tATif would handle these i r r  accordance 

with a ~ p r o v e d  country prograns but  would do so together with the 

Departnext cf Agr i  culture. I? 

d .  The Peace C n r a s .  Tne Peace C o n s  had been establ ished as a 



se~ara te  organTzztiort on H.zrch 1, 1961 
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on a temporary bas is  

Ccnder the Murual Secgrity Act withia the Department of State). 

On Narch 4 ,  the President spgointed h i s  brother-in-law, Sargent 

Shriver, as Director, to coordinzte  ~lannine for the new idea 

The Foref grr A i d  Message to Congress of Msrch 22 included the Pezce 

C o q s  as one of the units of the proposed new ageno;. However, 

two d2y.s l a te r ,  Shriver 5nforned the 'I'~3ite House and the Budget 

Buresu that he wvl ted a separate authorization bill to obtain 

leg is lat ive  approval more qui cklg . 
In m l d - ~ ~ r f  1, ehe Labouisse task force sent a menorandm to the 

President ia an a t t e x p t  to resolve t he  organizational question of 

the Peace Corps re l sr ionsh ip  to Che new agency. The task force a s s m e d  

the Peace Cor7s k-ould be one of four p r i n c i ~ a l  resource units and 

thar  the concept of unf f ied countq  programdng required i t s  inclusion 

ur,der AID.  Laborrisse p r o ~ o s e d  t hz t  the Peace C o n s  would have its ok-r, 

separate nase zrs,d t h a t  its Director would have the starm of an 

Assistant Secretary. It would have hfg% visibi l5tv in AID ar,d 

subscantla1 independence. A l s o ,  it w o u l d  be authorized in a seoarzte 

t i t i e  of the l e g i s l a t i o n  creating the  nev agencv. 

For his part, Shriver, on Apri l  21 ( j -cs t  Sefore de~2rting for 

en ovelseas t: i ::;, took  three actions: (I) he sent a l e t t e r  to 

Labcnisse, with c03Le: to the Presideat and Dungan, =king that nothing 

, be done to jeopardize  t h e  'PC indepc=lde~ce while be was gone; 

(2) he se2: a nernorenduc to t h e  P r e s i d e n t  outlininq the PC pos i t ion ,  

15, 
L.E. Ko. 10924 ( 2 6  T . R .  1789) .  



which mounted to a request for  a quasi-independent agency wfthin 

the S t a t e  Department; and (3) he asked Wiggins {his right-hand man) 

to turn to the  Vice-President, Lyndon B. Johnson, f o r  help, if 

needed, while Shriver was away. Ralph Dungan, on recei15ng these 

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

to discuss the  PC s t a t u s .  A t  the  meeting Wiggins, representfng 

the travelling Shriver, was autnmbered and out-ranked. 

k 3 e r  l i v e l y  discussion, Dungan and the Bureau agreed w i t h  

the Laboulsse position and decided t~ recornend that  posi t ion to 

the  President. Wggins then p o l i t e l y  seid he would have to let 

Shrivcr know about, and pro tes t ,  the decision.  He sent a long 

cable to Shriver and a l s o  asked Bill Moyers to contact the Vice 

Pres ident .  

On May 1, Labouisse tried to see the President to present the 

case for support of the ifiite House decision, but the appointment 

could not be arranged. However, that  evening, the P r e s i d e n t  and 

Vice President met w i t h  Sorensen and Goodwin and d i s c u s s e d  the Peace 

Corps i s sue .  Kennedy agreed w i t h  Johnsorr to separate status far the 

Peace Corps on the grorrnds that  ie was a new agency and needed 

operational independence. The President made t h i s  d e c i ~ f o n  without 

hzving seen Lsbouisse or his memo and without talking to Shriver 

about it. The next dey Dungan informed the Secretary of Stare 

(with copies to all the others) of Kennedy's decision and sta-ted 

t h a t  separzte legislative au tho r i za t i on  and appropriatfoas would 

be soxght  f o r  t h e  Peace Corps. 

3, Personnf l  Ob-lectives r co t ,Met .  An inportazt a d d i t i o n a l  general  

objective of the reorgtnizatian, t h a t  was n o t  fu l lp  r ea l i zed ,  was the 



attraction of professional personnel of high quality to the ncd agency. 

Withoui long tern acthorizat ion for AID, annual authorizations and 

appropriatiocs conti.nued to be requcred , and personnel could not 'nave 

career assurances. Toe b ~ s l c  personnel issue regarding the long term 

s t a t u s  of s t a f  d s o  rensined unresolved and AID pe r some l ,  both over- 

seas and in Veshington, frequentls felt thenselves to be "second-class" 

citizens in the foreign affafrs c o a u n i t y .  Shortly after AID w a s  established, 

t h e  White House led a recruitment ef for t  among the business cornunity (labeled 

I #  Operatron Tycoon" by n2p.y of the bureaucrats) that  brought in about 25 

nev top executives, mostly for Wssioil  Direc to r  positions oversezs. With* 

a f e w  gears nosr of thea had left AID m d  t h e  government. Thoug3, as a 

group, they perforzed adequately, they were generally not distinguished or 

Lessens Learned -4lsoat the Organizational Ch~nge Process 

In gezeral, t he  fore ign zid program transizion from ICA to AID has been 

regarded as a successful reorganization. The resultfng baslc structure has 

l as red for many =ore years than a=>* of its predecessor arganizations o r  

componeats . The p r i n c i p a l  part ic ipants ,  as w e l l  2s outside evaluators, hzve 

coacluded t ha t  the Sroad oh j ectives of the Kennedy zdninistration that stirrrxlated 

the rcsrga?fzaticn t.rere largely m e t .  From thLs case, a nm5er of specific cxzmles 

may b2 c i t e d  that  appear to i l l t s t r a t e  generel principles  or Iesscas regarding 

the organ: zari  onal c5azge pro coss . 
L i n f t e d  Oreenlzatiocal Chan~es f f o s t  L i k e l v  to Succeed. President KenzeG; 

inir"raly zimed at consolidat-,ion and coordinat ion of 211 the G.S. forefar, aid 

progrars t?nder the Secretary 05 S t a t e .  I C A  and DLF w e r e  ~ergec! successfulfv 



and integrated into the internal structure of AID, However, the Peace Corps, 

the Food for Peace program, and the EXIH Bank, through their leaders and 

political supporters, succeeded in convincing the adraiaistration that they 

should not lose t h e i r  separate i d e n t i t i e s  and be consolidated i n t o  AID. 

Kennedy and his advisors recognized that achievement of a more limited 

organizational change was =ore essential, poss ib le ,  and practical thzn ~ u s h i n g  

for  their original total objective. Elinination of the NAC and transfer of 

its funcrions to Stare alsc was dro~ped to avoid stirring uu Treasurv and 

Congressional oppositfon t o  the overall  plans, which were considered much 

more i q o r t a n t  than changing the NkC. A s  a general lesson, acceptance of 

half-2-loaf, in tens  of a l l  organizational change objectives sought, i s  often 

better than f a i l i n g  completely by atteiqting too  sweeping chafiges all at one 

the. 

NevLy A ~ o o i n t e d  Agency Heads Qul cklv Becone Advocates for Agency Interes t s .  

P r e s i d e n t i a l  2nd other  t op  level p o l i t i c a l  appofntees, soon afrer entering on 

duty, tend t o  identify more coinpletely w l t h  their  new agency than with the 

President or their o l d  agency. Therefore, the President can achieve des ired 

organizational changes, more readily, in  agencies while  they are headed by 

an act ing head than i f  p o l i t i c a l l y  active a9d poxerf ul srnporters have been 

appointed. For exanple, Ex-Governor of Minnesota, Orville Frez~ar,, upon 

appointnent  as Secretaq- of Agricufture, strongly urged a more active role 

for Iris Department i n  the foreign a i d  program and succeeded i n  keeping the 

major r e s p o n s i b i l i t i e s  f o r  the P.L. 480 program under  h i s  Deoartment. Also, 

as Secretary of the Treasury, Dillon becane chafrman of the NAC; he soon 

opposed i t s  a b o l i t i o n  and transfer to Sta te ,  although he had recornended just 

that when he served as Under Secretary of State and i-futual Security Coordinator. 



Timia;: and Timeliness of Inftiatives f o r  Chzrtge A r e  Most Inoortant. 

Organizations, once opera tin^, ten3 to have an inertia of their awn to keep on 

doing what they have been doing fn genera l ly  the saroe way unt i l  a time when they 

are no longer in rune with their current environment. Then criticism ar.d di s -  

sarisf action s e t s  i n  and new p o l i t i c a l  leaders tend t o  p r m o t e  new proqrars 

enphases to meet t h e  new needs. The changed world situation by 1960, with 

r i s i n g  expections f o r  development, gsve Kennedy the timely opportunity to call 

f o r  a new era and the "New Frontier." Congress too  had called for  the 604 

Study and asked fo r  Presidential recozmendztions. Thus new proposals had to 

be presented and the calendar deadlines for l e g i s l a t i v e  authorization b i l l s  

and appropriations provided spurs f o r  the reorganZzation efforts that led t o  

AID. One niight say tha t ,  in 1961, most of the factors affectcng the U.S.  

foreigrz aid p r o g r m  converged an6 were con2ucive to change. 

Top Level Leedership and Stimulacfcn h'eeded. Since foreign zffairs and 

foreign aid operaticns involved State  and other Cabinet De~artments , the 

President, himself, and his  t o p  h%ite House and Budget Bureau advisors had to 

be deeply involved i n  the reorganization planning as w e l l  as  its inpfenentariorr .  

They were deeply involved and their objectives w e r e  largely net. The Budget 

Bureau 604 study also r e f e r r e d  r c  the informal leadership of the foreign econoric 

affairs c o ~ z u n i t y  as "the lodge.'' It consis ted  of the heads of agencies, theTr 

deput i e s  and a s s !  srants, and Pres idea t ia l  assistants. Yney were those  that 

made decis ions ,  frequeritly in pr iva t e ,  which f orned the b a s i s  f o r  interagency 

r e l a t i o n s .  For exzr.:~le, the President's message of March, t 3 e  Lzbozrisse Task 

Force, t h e  Budget Bureau and b3:'ilite House staffs had a11 recomaended that the 

neb? Peace Corps s h o u l d  be part of the new AID aEeacy. However,  Vice President 

Johnson, as ctrairnan of the  PC Advisory Cormit tee,  got thr~ugh to Xencedp in 



private one evening in l.isy. He persuaded the President to reverse the plan 

and to au thor ize  a quasi-inde~endent organizational status for the Peace Corns, 

II within State."  

Cont inui ty  of the Reorgsnization Planning and ~ m ~ l e n e n t a t i o n  Is Essent ia l ,  

In this case, the i n i t i a l  Seevenson Task Force report  on foreign affairs  

changes was a grea t  s t imulr rs  to President-Elect Kenfiedy . But the shifts 

l a t e r  to t he  Bzll Task Force, then to the staff  level effort of John 0. B e l l ,  

f o l l o w e d  by the Labouisse Task Force res~ l ted  ia greater delays and the 

recoitsideration several times of previotlsPy arrlved at decisions. If Kennedv 

could have decfdet on h i s  new se lec t ion  2s AID Administrator sooner and olaced 

that person in charge of the reorg2nization, the process would have been 

s m o o ~ l e r ,  more s f f i c i e n t  and productive. In fac t ,  on October 16, 1961, short ly 

after he had becoae the first A I D  A d d n i s t r a t o r ,  Fowler Hanilton found it 

necessary to i s sue  a mezo to the ICA and DLF Executfve Staff enforcing internal 

adninis trative disc ip l ine  to curb t h e  development of a number of organizational 

p roposa l s  that  challenged the p l a n  developed by the President's Task Force. 

The s h i f t  fro= Labouisse to H a r i l t o n  had provided another o ~ ~ o r t u n 5 t y  for some 

individuals to question decisions t h a t  had been made previously. 

Congressfonzl Clearance and Public S u ~ p o r t  Factors Are Important. In this 

case, r e c o r z e n d a t f o : ~ ~  were designed so  as not to antagonize the separate 

C c n g r e s s i ~ n a l  cornittees t h a t  suppor ted  the  PL 480 Food f o r  Peace Program and 

t h e  EXLT.'r Bank func t ions .  However, one error was nade in olaming the separation 

of z5litar;- ass5scance f r m  e c o n a ~ i c  assistance l e g i s l a t i o n  and a ~ p r c o r i a t i o x s ,  

without f i rs t  consu l t ing  Congressional  leaders. Just a fed days before the 

~residenc's Xq,- 26 :;essage was due, the tardy consultetlorts revcaled such a 

strcr;g adverse reaction on the. H 5 l l  tha t  the administration droope2 z!;e 



separation plan.  Executive agencies bu i ld  up relatiarrshins w f t h  specific 

Congressional corsIztees and it is very difficult tc reorganize agencies 

successfully in a way t h a t  will cause changes in committee jurisdiction. 

Besides the Con~ressional aspects, the pu5 l i c  reactzon to changes being 

considered and particular at t e n r i o n  to inf o r n h g  211 a ~ ~ r o o r i a t e  key public 

support seccors is e prine elez-at in achieving ultimte reorganizetiona2 

success. One of the nost  i ~ v o r t s n t  ' ' p ~ b f i c s ' ~  are the ~ e x s o n n e l  who w i l l  be 

d i r e c t l y  affected by the cknges.  If they are adequately in fomed ,  they 

react more favor~b ly  a d  mzintain a higher  mora le ;  this  5s a ~ositive factor 

in any change effort. 

Ader;uace Plzcning for P e r s o i n e l  Change Is Essect ial .  Regarding th i s  factor, 

the ICA ro  AID translrlon was r , w t  as successf-~l as it might have been. Leader- 

ship f o r  the new agency was not chosen ezrly enough. "Core w e r e  ' d o ~ b t s  about the 

exls t ing  s t a f f s  and s p e c i a l  au thor i ty  w z s  contained in the FAA (Section 621  (d) 

authorLzlcg the  teminacion of I C A  eqloyees  , not~ithstanding any other  

provi::ion of the  12x, who were not transferred to AID on Novs&er 3 when I C A  

was abclished). This attenpt to "get r i d "  of zmnwznted eaplcvees backfired, 

caused many appeals m d  low morale, and, in the Einal analysis,  did n o t  succeed 

in t e e n a t i n g  very  many eriployees . One lesson learned was  t y a t  ~ u c h  more 

z t t e n t i o n  mst be given to findixg alternative   la cements or re t ra in ing  ex- 

i s t i n g  s tzff to assme new f u n c t i o n s  to f a c i l i t a t e  reorqazizaticns.  ArSLrra~~  

managexant actions concerning persomef, not undersrood or accepted by emplovees, 

are not worth the effort. Tine bas i c  issue of the fu tu re  status of ALD enplo~ees 

i n  r e l a t f o ; ~  to the Foreign Service was nct resol;red s a t i s f a t t o r i l v  and has 

continued,  over the years ,  to ca-ae d l s sa r i s f ac t i on .  

P r e g r a ~  Xethods Ciranaes B a v  Extensive E f i e c t s  on OraanLzation. Ho%: 2 

prcgrax ;:actually will operate n&es a grezt deal of d i f f e r e r r i e  2s to :new carrv 



and what k i n d s  of personnel are needed as vclL as how the zeencv should be 

organized. The em~basis on long-term prcgrarrs nor only contributed greatly 

to s e t t i n g  AID u? as a s e p r a t e  a g e x y  w i t h i n  S t a t e  for coordination of 

po l i cy  o b j e c t i v e s  but also to the decision to insulate AID as much a s  uossible  

fron the short t e rn  p o l i t i c a l  objectives of State. DLF staff  were a l l  

stationed i n  'n'ashington; the agezc-; d i d  n o r  use a field ststff o r  nfssiozs 

abroad as XCA d i d .  . The shift of u I t i = t e  program c o n t r o l  to regional  offices,  

v i t h  their cocntry progrzn ezphasis, rednced g r e s t l y  the ~rev ious  ro le  of the 

ICA rechcScal specialists. Certain regional offices decided to operate in t%e 

f i e l d  with "d i rec t  h i re"  e q l o y e e s  instead of "cantractin& out" for technical  

assistance a s  crhers ZFd;  the re fore ,  t h e  orgznfzat ion,  kinds ,  and numbers of 

ezp loyees  needed varied consf2erably f r o 3  one reg icn  tc another.  To the extent 

r l that an agezcy operates on a r e t a i l "  rather  than a "wholesale" basis ,  its 

gezeral scrrrczcre of Ennagezent support functions will be extensfve or si~ple. 

I c  takes zazy fewer professional acd sanporf  enrrlo-~ees -- or~anized differentlv -- 
to han l l e  f e n  l a rge  $50 n i l l i o n  prosran loans ,  far exampZe, than 100 technical 

assistance pro jec t s  ezch averaging only $1 nillion or less. 

T r a n s i t i o n  Phases from E x i s t i n g  to Reorganized Enti  ties Are  Reauired . Ungoing 
activities c u s t  be cor?tinued. by those fmiliar  xith then u a t i l  2 deterdned 

date when they either eild o r  are taken over  by a specified new entitv. The 

i a t e r r e l a t i c n s h l p  of changes in prograc  plzcnfng, legislztion, organization, 

budgets, personnel, c p ~ r t t l n g  methzds, ssace requirezects, records,  and 

orher  z s ~ ~ z t s  need to be s p e l l e d  cuz -- and c o z a u k c a t e d  t o  those who must 

carry out the activities. Internzl ney agency regulations, delegations, oolicv 

z;ld vrocedul-;..l iastructlcns rrecd tc be derelc3ed or re7;fsed and issues. There 

needs to be sere t o p  a ~ r h o r i t p ,  d c f l n i r e l y  in chsrgc, to nonitor and enforce the 

p l s n z c d  changes 2nd to prov ide  coztinui~y ovEr  the extended tine o e r i ~ d  



required for zny major  reorganization. Reorganizations require aoC only 

careful and sound planning but a lso  skilled execution and adequate t i m e  f o r  



CnrnnoLom of Key Events 

2 / 2 / 3 4  EXI?: Baak created by E.O. 6581, 
(~snk's local currency lending Sunctions transferred to AID 13/3/61 ,) 

1 2 / 2 7 / 3 4  LBRD, IKF, zr;d NilC o f f i c i a l l y  carne Into existance on signature by 
28 Gcvern~ects of Bxerton Woods Agreements. U . S .  adheraace 
author ized  by 59 Srat.  512. 

7/10/54 Agricultural T r a d e  DeveIopment and Assistance Act enacted, (F.L. 4801, 
68 Sta t .  454. 

7/1/55 fCA created by D e p t .  of State Delegation of Authority Mo. 85 pursuant 
to E.O. 10610 w5ich abolisheEi P.O.A. as d f r e c t e d  by Xutuzl Security 
A c t  OF 1954. (XCb abolished and consolLdated into AID on 11/3/61 
by Sec. 621 (b) of FAA of 1961.) 

8/14/57 DLF o r i g i n a l l y  establ ished w i t h i n  the ICA by the MSA of 1957, 71 Sta t .  
355. (In 1958 DL? w a s  given independent status as government cor- 
pora t ion  by the KSA of 1958, 72 Srat. 203.. JlLF abolished and consoli- 
dated into AID on 11/3/51 by Sec. 621 (b) of F'AA of 1962.)  

7 / 2 4 / 5 9  Ins?ettor General and Com?trol ler  for ? f c ~ u a l  Securiry establ ished 
within State Oepertment by Sec. 533 .A of MSA of 2959. (It was 
superseded by the lnspectbr General, Foreign Assistance created 
54' Sec. 624  (el of FAA of 1961.) 

5 / 1 4 / 6 0  Sec. 604 of MSA of 1960 required the President to have a new studv 
made of U.S. foreign econo~Lc  act iv i t ies  w i t h  f indings  and reconen- 
d a t i o r s  t o  be r e p o r t e d  in 1961. A l s o ,  See. 307 of the same Act 
required a stusy and repor t  on t h e  Youth f o r  Freedom concept -- 
l a te r  to becore the Pesce Corps concept. 

July 1960 T2sk Fcrce on Foreign Economic Policy chaired by A d l a i  E. Stevenson 
s e t  up by P r e s i d e n t i a l - K o d g e e  Kennedy onlv a few dzys a f t e r  his 
nonination.  (Reported to Pres ident -Elec t  Kennedy on Nov. 14, less 
thar! a week af ter  the Nov. 8, 1960 election.) 

12/15/60 Director of the Faod f o r  Peace Program established wi th in  Executfve . 
Office  of the Presf dent and George S. McGovern designated. 

1/20/51 President John r. Xenne6y inaugurated. 

4 I Peace Corps i n i t i a l l y  e s t a b l i s h e d  on t e m o r a q  basls  as an agencv 1'1/61 
in the Department of S t a t e  by 6.0. 10924. (Peace C o r ~ s  A c t  signed 
on 9 / 2 2 / 6 1  ( P . L .  8 7 - 2 9 3 ) ,  75 Stat .  612 . )  

d 

3/22/61  P r e s i d e n t  Kennedy ' s  Message to Congress on Foreign Aid 6 

3; 31 /61 P r e s i d e n t  's  Task Force on Foreign E c o ~ o m i  c Assf s tsnce es'rzblished an2 
Henry Lci5ouisse appointed Chairaan, 



Pres ident  Kennedy's Message to Congress ~ r o p o s i n g  draft FAA legisla- 
t i o n  and h l s  detailed Pi 1962 Request and Program. 

President Kennedy's letrex to U,S .  Anbzssadors strengthening znd 
def ining their role. 

Fcreign Assistance Act (FAA) of 1951 enzcted (PL 97-1951, 75 Stat .  424, 
(It author ized creation of AID by Executive order,) 

- f o r c i g c  Assistance and Related Agencies &propr ia t io i l  A c t  for 

.FY 1962 signed. (PL 87-529), 75 Star. 727. 

AID establ ished by Secre tary  of Stare  Rusk fn the Deot. of State 
pursuatlt to a u t h o r i t y  delegeted to h i m  by PxesLGent's letter of the 
sane date issued sinultaneously w i t h  signature of the Appropriation 
Act  and pending f om.al E -0, to  f a c i l l r a t e  transition from existing 
organizations t o  AID.  (Tiis delegetim was sucerseded bv State 
Depr. Delegatian of Authority No, 104 on 11/3/61 w o n  issuance 
that day of E . O .  10973 -- conta in ing Sec. 102 direciing the  
Secretary of State to establish AID. Delegation 50.  104, Sec. 7 ( d l ,  
although s i g n e d  cn 11/3/61, sta ted  it "shall be deemed to hsve 
become e f f e c t i v e  or, 9/30/61".) 


