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[,1: This is an interview with Dr. Charles L. Schultze who is a senior 

fellow at Brookings Institution. 

First of al I, I would like to know something about your 

background, where you were born, when, where did you get jour 

educatioll? 

s: I WJS born i~ Alexandria, Virginia. B.A. and M.A. in Georgetown 

University in Washington. 

j\'j: f·1ajor in? 

s: Majored in economics, M.A. in 1950, Ph.D. much later, ten years 

later at the University of f·iaryldlld, gotten part-time while vwrk-ing 

at the Council of Economic Advisers. 

M: And your Ph.D. also in economics? 

S: In economics, risht. I spent rt;ost of my working life in govern--

ment with various government agencies, but primarily a long 

stretch from 1952 through 1958 as a staff member It}i th the Council 

of Economic Advisers. I left in 1958 to go to Indiana University 

as lecturer and then associate professor in economics. I came 
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SCHULTZE -- I -- 2 

back to this i n 1 961 a '~ pro f E: S SOl' 0 fee c n fJ nI i c sal the U n i ve r 5 -j ty 0 f 

tvlilryl and, in Septel"Jer, 1 %2, went to the Rureau of Budget as ass-j stant 

d-irGctor, I stayed as as::,i:~tant d-irector tfwough ,Januii.ry, 1965 

and 1 eft to ~Jo bac;; to the Uni vers ity of Ivld.ty-l and. Tn June of 

1965 I became director of the Budget and stayed then: until 

roughly February l, 1968, Ci:1tiie then to Brookings Institutiun and 

o.lso teach on a part--time b2..sis at the Un-iversity o-P f"laryland. 

lil: Hml cl i d you happen to go to vwrk for the Counei 1 of Economi c 

Advisers back in 1952? 

s: \lJell, I had been vlOrking for about a year with the Offic,,; of 

PricE' Stabil izc:.tion during the Korean War and one of the staff 

members 0'1 the COUllcil of Econom-ic Advisers vlas c.losely involved 

in and kept some supervision over the economic affairs of the 

Office of Price Stabil ization. I llIet him and he -in turn, after 

about a year, suggested thJt I come to the council. So I was a 

year at th~ Office of Price Stabilization, and then came over to 

the council. Actually, a little more precisely what happened, 

J ~Jas th(~re for a year, the last year of the Tr'uman Administration. 

ltJhen the; E-isenhO\fler~ Mrninistration came in, \'Jith very few exceptions, 

an of tilo staff of the council \'Iere let go. I then spent a ye;'!r 

It/ith a private trade association and came back to the couneil . 

So to be pr'E:Cis(' I didn't hav(~ an unintertupte:d stretch at the 

counc i1 . 
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SCHULTZE -- I -- 3 

~1: t~hat kind of vwrk did you do Witll the council? 

S: ['!ell, it voTied since I was there for so long. I started out 

kind of as a junior man Friday on a lot of things, ended up 

prim(\.rily cC!llCet'ned I'/ith matters of prices and inflation, hut 

~orked more generally in areas of forecasting overall economic 

outlook, concentl'ating ;leavily on prices, v~a.ges, inflation, this 

SOy't of proi.:;:, ::1. 

fl,1: Compared to the Kennedy-Johnson Administration; can you give me 

some "idea haiti nluch Eisenhower paid attention to the counciH 

S: That's very hard to tell fOl~ two reasons. In the first pla.C>J; 

at least for me personally, maybe to give YLl a lHtlr- I~~t ()f 

an idea vlhich admittedly is \·:ord of mouth, I got a d"iffeY'ent 

vi E'Vi of the s:uvernrnent process under Kennedy-Johil~on fot t\'tO 

reasons: a) I was at a substantially higher position and you 

get a different outlook on life than you get from a worm's-eye 

view. And secondly, it turned out, I think this is fair to say, 

that the staff on the Council of Economic Advisers during the 

Kennedy-Johnson era were more fully a part of policy formulation 

as staff. By that I mean they tended to know more of what was 

going on whereas at least the impression I got was during the 

Eisenhower years under the two chairmen of the council at that 

time, the staff \'las lliore likely to be -in the dark about the 

precise poncy Y'econ::nendo.tion of their super-jors and how they 

vlere. treFlted in the administration ilnd pxactly Vlho st.ruck ,John and 

who \1aS arguin9 for ItJhd. I think the stoff "in ldter yeaxs \'Jel"l2 
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SCHULTZl ." I _.- 4 

nlorel-ikely to knGv! 'rfht~t Wus going on than the staff hI earlier yeiJTs. 

50 while you got SOr.lC:' -idea of Whid: was goinq on, it viaS fail~ly 

di ff-icuH to kr:ovi exactly vihat all the inner struggl es \.yC:I~e ff)l~ a 

staff membfi' in the edj'llei~ years. 

M: You'r0 also perhaps in a position to answer a general question. In 

the sixties there was a great deal uf talk about the so-called new 

economics applied to government. 

s: Right. 

M: Is the new economics really new in government, compared to the 

old one? 

s: Wen, it is enough Ilei" in matter of degree to make it fair' to 

say it's probably new in matter of kind. It wasn't a 180 degree 

transition. I think there are two points one could make with 

respect to this. First, I \'!ould say that, at least as far as th2 

Council of Economic Advisers was concerned, in the Eisenhower 

Administration it was heavily concerned with business cycles and 

econom-j c stabi 1 ity in the economy. By that I mean that once the 

economy had been through a recession and started to turn up again, 

the earlier council would tend to think that this was in and of 

itself kind of a sign of success, that you wel~e movin~J up. In 

other \/ords, success VIas gdugcd as to whether you are mov-ing up 

or moving down, whereas in the later council, you were more likely 

to gauge the economy by comparing where it was, whether moving 

liP Of davin, vri til v!hen:; it ouqht to be at some kind of full 
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SCHULTZE -- I -- 5 

employment grov;th target. 

NOi'I, for exalnple, both in 1959 ~nd to a lessel~ extent in 

1955, both years in v/h-jch the er.::onOIIlY was recovering from a prior 

recession, lflajor a.'I~gulT!ents were used against any kind of stimulat-

ing econoinic policy on grounds that while we are already recovering, 

I've (;on't need it. \'ihel~t'as, one of the rnajol~ hallmarks of the 

Kennedy-Johnson era, particularly the earlier Kennedy years when 

you were coming up from a recession, was that even if you were 

moving up, if it d-ldn't look as if you h'(~te going to get to full 

elliployment you still In-ight need st-irnulating economic policy., 

So the criteria for judging success was somewhat mOI'e cmbHious 

in the latter period. That's one difference, judging the F:conomy 

against full employm(~nt rather than judging it s-:mply in terms of 

the direction of movement. And it is not an absoluV~ distinct-ion, 

but kind of a flavor. 

Second proposition is, one, that it was just easier in the 

Kennedy-Johnson years to conduct an intelligent debate about 

fiscal policy from a national standpoint. I mean, there \A!as a 

lot of educational work done and less of a tendency to consider 

a deficit, per se, bad. [There was] more ~ophistication, it 

seemed to me, in general discussions. Now I don't particularly 

attribute this to a l~ck of sophistication on the part of the 

economic 2dvisers of President Eiseilho\l.Jer, but rather there was 

a lot Inote educational vwrk done in the Kennedy-Johnson 

Administration on this, so you could conduct a better public 

LBJ Presidential Library 
http://www.lbjlibrary.org

ORAL HISTORY TRANSCRIPT 
Lyndon B. Johnson Library Oral Histories [NAID 24617781]

More on LBJ Library oral histories: 
http://discoverlbj.org/exhibits/show/loh/oh



SCHULTZE -- I -- 6 

debate and not feel like some sort of a leper in terms of talking 

of budget deficits when necessary. And secondly, with respect to 

econornic poi icy the mernUi:TS of the Kennedy-Johnson Adrtlini strdtion 

who were not on the Council of Economic A~visers tended to be 

ccrtcJ,lnly mon:: -lit)etal and sOlilevJhat more profl:'ssiona·] ·in theh' 

attitudes to\!Jards ove\~al1 economic policy. 

So the ne\'1 econonrics was rc:ally a combination of the first 

point about the r.rite)~-i()n you use, and, secondly, it iSr]'t so much 

that ne~1/ econonrics vJas quite that new, but it h'as much moy'c: a part 

of the gener'al prrilosophy of the admin-istration, rather' thew simply 

being something that a few of the professionJ.l men on the Councrl 

of Economic Advisers were peddling. 

1'1: How 1:luS it th:lt you came back to the BUl~eau of the Budqcti n 1 (j62':' 

S: Let's see if I can recollect this exactly. I was at Indiana 

University when the Kennedy Administration came in. Dave Bell 

became budget director. My recollection is, although I didn't 

know Bell personally at the time, he was a good friend of two 

other people at Indiana, and he passed the word that he would 

1 ike an ass i stilnt di rector from one of the three of us. Tfti s \llaS 

Bob Turnel', who actually beca~e an assistant director; John Lewis, 

viho later became a member of the Councn of Economic I\dvisers and 

then later head of the JHD miss-ion in India, arid myself. l\nd ~;o 

TtH'ner, Lewi s and I sa t down and agreed TU1~ner ought to have it 

first, and he VJ!::?nt dO\m as assistant directol~ fl'(jiij <J2nuiJ\~yI9Gl 

through Sf'ptelllb(~rl9()2. HF! deci de;! he I:Jeulted to go bad. to 
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Indii':na 2nd asked mo to come as his--he and D(lvf' r3e-[-1 asked rfie 

to come as his successor. 

1'1: Did you ever recOirtd for the Kennedy oral histcH'Y p~ojcct a tc:qJe? 

S: I chd not. r~o, I did not. 

H: ~!el1 > if you han then y"re might be able to skip tillrtough some things. 

I wanted to clear up that point. 

S: As you can sec, I was there vJhen Kennedy \'I2..S there for a yea r imd 

bIO months. 

M: Was the so-called Troika operating by that time? 

S: Yes. It started very early in the Kennedy Adrninisttatiotl. J don't 

kno\lj the exact tillie, but it \'.!ilS opera ti ng full-b 1 mIn, dnd both 

its informal and formal parts were going \'Ihen I got there. 

['1: Did you get -lll on the operat-ion of the Troika? 

s: Yes~ v;118:1 I was at the bureau as assistant director, one of my 

chief responsibilities was [being] the bureau's. what we call 

second level representative, on the Troika. The Troika was a 

threefold institution in two different ways. First, it had three 

agencies: Council of Economic Advisers, Budget Bureau, and 

Treasury. But secondly, it had three levels: a staff level, 

\'Ihich cont-inually met; a secontilevel at the assistant secretary, 

ilssistant budget directDr, InOlllbct' of the council leve-I; and 

thinJ"ly, thl~ principals--sccretary, budget dirc~ctor, and chairman. 

And I was the second level bureilu representJtivc. 
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M: Did you work or did you spe~ialile i~ a cprta~n area, such as the 

domestic econu~~l 

s: Yes. 1~11 thE": vJ(W through \'!hen I \\las assistant din::ctOl~, it was 

in the donlest i c a rea. NO\,! -; n the Budget Buredu, the ass i stunt 

dh'ectnl~s normally--things have changed a little bit--do not have 

line: l'esponsibility, so thClt \tlhat really happens is thc,t each 

assistant director tokes a general an:a and ItJith-in that will 

speciEll-lze in raft according to nE:ed a.nd in part accot'ding to his 

ovm tastes, tak-j ng on projects. r happened to be i nterestul -i n a 

numtH~r of a)"f~(lS o_nd spent a lot of time on those, but thpn':! 1'> no 

division of tht: bureau's work into so many segments over (,dch (jf 

i,!hich stands 0.\1 assistant director. That is not the Hay it is done. 

~·i: Oi d you work 0,1 that tax cut pr~Oposa l? 

S: Yes. I am tryi n9 to recall. /\s you may remember, th("re VliJ.S d 

lot of debate within the administration ut an earlier pcriod--by 

earlier period I mean in 1961 and 1962--on whether there should be 

a tax cut at that time. And my general recollection is that about 

the surnme\~ 0 f 1962, just before I got there, Pres·ldent Kennedy had 

finally decided on the one hand not to go for a tax cut in 1962. at 

least except for the investment credit. But I think by maybe the 

Ilrid-·sur~lj!1er Qt' la.trc:: Sl'Il:;ilcr, CE-~rtll"inly by early fall, it had been 

o.gr'et:d t!!2tt -in 1963 the administration vwuld subm-it not a terllf-JOt'tH'Y 

tax cut, bu i: ;;, pe.rmarH=nt loWJ tenn tax cut curn reform. I con' t 

give the (exact Uni(~ of that (kcr~:ion, but my r-ccollcction is that 'it 
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SCHULTZE -,- I -- 9 

\'-ICl.S 1110re Ot less accepte:' Yiithin the innel- circles of the 

adnrinistration by the SlJiiimer of 1962 that there "muld he such a 

proposal in 1963. 

iii: Did you hewe any contact v:'Hh the Hill about this? 

S: ;10, I did not at thct stage, not on th-is lilatter. I had r,o 

contact with the Hill. 

M: There has bEen a great deal said about Heller and others, in 

effect, educ~ting John F. Kennerly and later Lyndon Johnson about 

economic policy. Is thr:re allY truth in that? 

S: As far as I know there is a good bit of truth in it. You know, 

tile term educiJte in sorre sense, v/hen you are talking of a 

president, sounds condescending and the education primarily e2me, 

I certainly know in the ease of Lyndon Johnson. net in anybody 

attempting to lay out formal principles, but in hour after hour of 

discussion on specific policy matters. Walter Heller, with respect 

to Kennedy, did a good bit of it in that way. In addition, I 

think there was an a'riful lot that "Jent into that Yale speech of 

Kennedy's in "1962, I think it was. This v'las a combination, 

simul taneously almost, of gettir.g to the Pres"ident on the one hand 

(,~nd simultaneously having the Presidellt get to the nat'ion \tJith 

SOine 'important basic principles and precepts. In the case of 

Lynol;'n Johnson, I don't recall any. The~'e was no such YiY.le-type 

speech around vihi eh to 'ilr; te sotnethi ng 1 ike thi s, but thCi~e Vias a 

continl.ling Pl'Oc[;SS of discussion arid of lllutuoJl educn.i ... ion. 
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I am reminded of a classic stoi~Y that Walter Heller tells 

ahout Kennedy v,.-ith respect to thi3.t Yale speech. About a year' 

after the Yale speech had been given, Heller went to Ken~edy with 

a proposd 1 to ilk\lce &ncther such speEch, a fundamental economic 

speech written in the myth-shattering sort of tradition, and 

Kf.::nnedy made the point, "l-lell , hell, I just made one of those 

speecllt's a yeer ago." And H211er's r)()"int was, "Yes, but yeu knovJ 

that i'~as a year ago and the economists are dissatisfied that you 

haven't yet cor.le up vrith a tax cut and it \'lOuld really hslp with 

the econofnics profes~"lon if you would give such a speech." Kennedy 

is reputed to have turned to Walter and said, "Walter, the problem 

with you damned economists is once you're bought, you don l
,(: stay 

bou.ght. " 

1\1. ,. Did you hil'v'e al!ything to do vlith the steel price t'ise? 

s: No, I did not. My predecessor at the bureau, Kennit Gordon, while 

he was at the council w~s heavily involved, but I was not. 

M: This might well be council work, but did you get involved in setting 

up any of the gu·idel ines or' anything of that nature? 

S: No, except in reviewing some of the documents. I did some consult-

ing for th0 council before I came into the bureau and was peripherally 

involved in that, and then Rt a later stage involved a little more 

than peripherally, but not rnuch more in terms of refinements and 

morlifications and so on and so forth. 

M: Were you rpquired during the Kennedy Y0AfS to have sOl11e contact 

LBJ Presidential Library 
http://www.lbjlibrary.org

ORAL HISTORY TRANSCRIPT 
Lyndon B. Johnson Library Oral Histories [NAID 24617781]

More on LBJ Library oral histories: 
http://discoverlbj.org/exhibits/show/loh/oh

\',!~lilc 



SCHULTZE -- 1 -- 1"1 

wHh congressrnen on econom-ic pol icy? 

s: I did very little of that. The only one I relilember WuS, let's 

see, dUl~itlg the .Johr:son years. As assistant budget directc)r I 

had not very much contact i;/ith the Congrc-ss excevt on one or tHO 

specialized aTeas. I did not carr'.)' the ball in try-ing to sell 

any O"r til-is. I v~as up, it seems to me, on test"lmony once when 

Kermit Gordon. for reasons at tile moment I don't remember, couldn't 

make it. I had relatively spora.d-ic contacts with individual 

congressmen, but was not really involved heavily in selling that 

pro':]. 

H: How about with the departments. the executive departn:c:nts, sue;! as 

HEW? 

s: j~gilin you are going back to the Kennedy y~ars? 

1·1: Yes, in the Kennedy years. 

S: Do you mean with respect to the tax cut or with respect ta matters 

in general? 

M: Matters in general. 

S: Oh, sure. As assistant budget director you do a lot of the 

negat-iDting on 8ither budgetary matter'S or' program matters and/or 

new legislation. For example, the Appalachia program. 

1'1: Right. 

S: I got heavily involved in that. The EDA program, the economic 

development, depressed areas, agriculture, transportation, those 

arcus, yes. 
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f~; Th-is is kind of c-' shodovlY 0. reel <,t lE:d.st as feT as the lay pubiic 

is concerned, since you neVE:r knO\'J eXc:;.ct-ly v:hat the Bun:ilu of 

the Budget is doing bEh-ind the scenes. Tn the operations, say, Oil 

the Appill adr; tin Or'eo. cif..":vc 1 Oprtlent thi17: you I:!el'e in Orl--

s: Ri~ht. 

M: --how did this evolve? 

S: L.ct me first warn any reader or list~ner that I tend to have a 

poor men~ry for details, so I will try to do the best I can. 

M: Let me say, if it will make you feel better, that any researcher 

will also have written documents to support this. 

5: Right. I don't honestly remember the initial start, say, of the 

Appalachia. It came obviously out of I(ennedy's trip through the 

West Virginia and the Appalachian Regional Commission, I think it 

\;05 called. Franklin Roo~"e\Jelt, ,Jr. \'Jas the head of it, till:;n I 

think either ~ssistant or under secretary of commerce. And in effect 

they came up "lith a report and set of recommendations for an 

Appalachian Regional CO;-;llliission. 

M: Were you working with them all along? 

5: I thir,k It}hen I Collle: -in it v:,as aln.:ady wen under way, but it 

wasn't long after I Cd':-te in th2t I began to work with them. 

Essentially, to cut through a lot of detail, that commission's 

l'ecomrnendat"ions vlere turned -into legislative pr'oposills. At some 

stages of it, since a number of different agencies and programs 

I:Jereinvolved---H-ighvJays, ~\gr-icuHure, Inter'inr, and so on, 
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Corps of Engineers--there were, I remember, large meetings in 

the White House chaired by [Theodore] Sorensen on trying to boil 

this thing down into some kind of a program, and then a number 

of much smaller meetings, primarily between Lee White, then a 

White House assistant, RoosEvelt, and his assistant John Sweeney, 

VJIlO lOoter' became federal co-chairman for Appcdachia, and myself. 

An a\cJful lot of it was really dec-ided -in those meetings. The 

nature of the highway program, for example, in Appalachia was 

decided at those slilcdler meetings. SOllie of th-is got to be fairly-··· 

I'Jhati s the word I want?- -tough sessions in terms of hov! 1 ar·: d 

separate authority should the commission have. 

The bUf8au itself has its own institutional biases, primarily 

-in the direction of maintaining the pO\ilel~ of the presidency. All 

through the time I Vias assistant director and dit~ector~ then~ was a 

running set of negotiations, if you vlill, between the blH'eau on the 

one hand and both Appalachia and the later regional commiss'ions 

with respect to the status of the federal representatives on those 

commissions and the relationship to the President, as to who would 

supervise them, what role would they play relative to the President, 

what kind of supervision would be exercised. The regional comr,lission 

approach has very many merits. It also poses relatively sticky 

problems for maintaining presidential authority because of the 

relatively independent status of the federal representatives on 

the commission. As things turned out I think it worked out fairly 
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\\1(;11, but th(~re WaS an rvolv"ing set of nec.;otio"tinns ho-i~h "in 

setting up Appalachia and the other regional commissions, on how 

thi s ought to be d::me. The bUf'E:au ki nd of tended to p"1 ay to 

sOlne extent the s.o.b. "in this Ci.lse, in part trying to p;~otect 

the presidential pavler. 

r,1: ~!ere YOIl al so concernEd about budgt"tcH'Y IlIi.1tters? 

S: Yes. Yes. 

t~: How much [!lonc~y is SpF~nt, or what? 

S: Wel1, a combination. Let's see. I mean, there tended to be kind 

of a philosophical, almost, controversy between the Appalachia 

people and the bureau in the eaY'ly stages in wh-ich the burr.:i'tU 

tended to play down the importance of bricks and mortar and play 

up the irr.portdllce of "investments in edllcC1tion and tra"ining. PIS 

a consequence, both for budgetuY'y reasons, but also I thi r!k fcf' 

reasons of emphasis, 1'112 did have a good bit of back and forth 

ltS to hCM big that highvJay program ought to be, which \'Jas the 

big building part of this. It is hard for me to sort out at 

the moment how much this was a budgetary problem and how much 

it Wus a ki nd of a rlHference in ernph(lsi s on vIha t wo.s more 

important, -investment in roads or investment in, say, tra-ining 

and education. A~d I!m not sure I can now sort out the .. 

r~: This statement about protecting the power of the President is 

illtr-iquing. If they set up i.1 regional director, you mentioned 

that this v,IOuld dil:rinish the pO\-{~r of the Pn:sident. 
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s: I')ell, it takes alHtle bit lon~er explanation bl:ca.use another 

thread has to be brought in, or several threads. The Appalachian 

regional approach very heavily involved new substantive legislative 

a~thorities with separate sre~ial budgets for Appalachia, whose 

~c:pending -in turn would be allocated and detf:Tmined by d com:lriss-ion 

composed of the governors a.nd II fedsy-al l~er:'esentative. P.t the 

same t-ime as later COlll!111SsioliS 'm=:re set up, the 8Ur~ei:\U of tIle 

Buc;gE:~t fought heavily to have those commissions not become a lobby 

for' neVI, separ'ate special l(~lJislc.tion, but a means fmo planning, 

coor~clin(l.ting, and channeling existing feder'al investment in the area. 

That is one set of strings. Second set of considerations: the 

senators and congressmen from the states involved wan Led the 

federal co--cho.-in:len, as the nClr'le is called, for each of these 

regiolls to be independent of any existing federal age~cy, a~d, for 

exaillplc, gave those fe.deral coo-chairmen assistant SeCY'etary ~2nk (l!,d 

status. Now it is quite natural to understand why they would want 

tlli s. On the othel~ hand, if you 10ak at it nO\'J from the bureau I s 

standpoint it meant that independent of any federal agency, they 

were really independent of everybody, because it is clear the 

President is not going to be able to supervise the activities of 

v!hil.t, in tIle. grand sca-I(~ of things, are four' Ol~ five or six, 

relatively, guys 10\,1 davIn the totem pole in this vast federal 

bureaucrncy. And so, in effect, they are independent. 

[lov:, ApPllL'.chiu., a c the initial one, v~as separate enGugh 

and SPecii.J.l enough th2~ this didn't r8Jlly pose a problem. But 
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as it came to be duplicated in other areas, on one hand you 

had the precedent of Appalachia's regional co-chairmen being 

independent and no other region wanting therefore to accept 

supervision by a cabinet officer, and the bureau at the same 

time looking down the road at the real proliferation of these, 

hopefully with real power--hopefully, I say--to force coordination 

among federal departments in the use of federal investments in 

these area, but at the same time not wanting to give them real 

power unless it were subject to some kind of meaningful control. 

Now what finally evolved was a process by which, Appalachia 

always being a little special, the federal co-chairmen were made 

subject to the Secretary of Commerce. And we finally negotiated 

out a deal where the Secretary of Commerce would have a special 

assistant for regional affairs. The problem with this, quite 

frankly, is that when we were originally doing this, the then 

existing Secretary of Commerce couldn't have cared less about 

economic development programs, which made it very difficult. 

So that even though I think the bureau had the right case from 

the point of view of governmental structure and presidential 

authority, admittedly we had a fairly weak case in terms of the 

actual personalities involved, because of course the people, 

congressmen and senators representing the region, didn't want 

the regional co-chairmen to be subject to someone who wouldn't 
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fight for their program in terms of appropriations and authority 

and everything else. So at the time I was at the bureau, this 

whole business of regional development, regional organization 

was a five year developing, continuing controversy. When I say 

controversy, I don't mean necessarily bitter, but just continuing, 

as to how that would evolve and develop. 

M: Did you have much contact with Lyndon Johnson as vice president at 

this time? 

S: No, only once. That was on a meeting I shall never forget in 

which President Kennedy has asked the then Vice President to head 

up a committee to take a look at whether or not the federal govern-

ment should support the development of a supersonic transport, 

and the Vice President at the time ran that first meeting. Kermit 

Gordon as director of the budget was representing the bureau; I 

was there with him. That was a fairly sticky meeting because the 

Vice President clearly was gung-ho to get the SST moving, and 

Kermit Gordon was pretty skeptical, and the Vice President was 

pretty adamant and it got to be fairly sticky. 

N: Why did the Vice Presi dent \'/ant thi s program? 

S: I don't know. I honestly don't know. I'll guess, but admittedly 

it is a guess, because I don't know the background, that it was, 

for a vice president, a relatively unique assignment in the sense 

that it wasn't a coordinating assignment to handle civil rights 

problems or, as later came about with Humphrey, to deal with the mayors. 
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This was a specific program with an assignment almost of an 

administrative, operational nature, you know, "pull it together. 

Get me a recommendation on a specific program." And hence, I 

suspect that the Vice President wanted to produce, and producing 

probably meant not producing a document which said, "Well, there 

are a lot of problems, we ought to study it more," which I think 

happened to be the case. But nevertheless, the obvious way to 

produce is to get a document laid on the President's desk saying, 

"I have gotten all of the agencies to agree. Here is what we 

are going to do, and here is how to go about it. 11 I think it was 

a challenge. Now there may have been other things, and I am 

guessing on this, but it was a little different from what vice 

presidents normally are given to handle. 

M: I have heard about that meeting, that the Vice President sort of 
went around the table asking for opinions. Is that correct? 

S: That's correct, and at one stage the Vice President had pulled 

out of his pocket a set of conclusions he wanted the meeting to 

come to, and I say he was kind of bang, bang, bang, "Let's get 

this meeting done with." When he came around to Kermit, here was 

a question of kind of throwing a stink bomb into the meeting, 

and it got a little sticky. To be honest with you, I don't 

remember much about the substance of it. I think the particular 

one that raised the problem was what the relative roles of business 

and government should be, and in particular how tough we should be 

on negotiating business contributions before we would even go ahead. 
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In other words, it was like a poker game, how tough do you want 

to call them, and maybe will they call you in terms of not putting 

it up, and in the end that's what a lot of it hinged on. How 

much could the government get out of the manufacturers as their 

contribution before they got to the point where they just wouldn't 

participate, and neither side quite knew what the other's final 

reservation price was. I mean this is one of the things that was 

very important, as to what kind of negotiating posture we would 

have and whether or not we should write a piece of legislation which 

would simply say, in effect, "He \llOn't go into it unless the 

compani es put up x amount. II 

M: Did you have any other connection with Lyndon Johnson either while 

he was vice president or before then? 

S: Let me make sure of my answer. 

M: Had you met him before? 

S: I had not met him before I came to the bureau. Honestly at the 

moment, I'm not sure whether I had met him before that particular 

meeting. In any event, I had no formal business contacts with 

him. 

M: Well, then John F. Kennedy was killed and before I get to that 

point, were you in on anything else in the Kennedy years that 

might well be spoken about? 

S: Oh, yes, let's see. 

M: We talked about Appalachia. 
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S: Yes, Agriculture. Now it's hard to say anything. This was a 

continuing process. What had happened, before I got to the bureau 

several executive decisions had been made under the Price Support 

Program which turned out after the fact to have had the effect 

either of significantly raising prices or of significantly raising 

the budget, and the magnitude of both effects had been surprising. 

As a consequence, as I understand it, Walter Heller and Dave Bell 

got the President to send a memo or a directive to the Department 

of Agriculture saying that no actions would be taken with respect 

to price supports or related matters without first having them run 

by the council and the Budget Bureau for a check, and any disagree-

ments either settled, or brought to the President's attention before 

this step was taken. This in turn, as you can imagine, led to a 

series of meetings, conferences, problems, showdowns between 

Agriculture on the one hand, and the council and budget on the 

other, almost natural enemies in this sense, simply because all of 

them, doing the job they were supposed to do, had different outlooks 

on life. 

r was involved in this, including several sessions with 

Kennedy, where these were discussed, in one case I recall with 

a group of congressmen; I forget the issue. I do recall about two 

months before the assassination, however, one particular decision 

was made with respect to a price support program in which I was 

representing the bureau, [when] for political reasons the President, 
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I am fairly sure reluctantly~ went along with a measure which would 

either raise prices or substantially add to the budget. And at the 

end of the meeting I remember saying to him, "[qr. President~ there 

goes half a billion dollars." And his answer was,in effect, "Damn 

it, wait until the second term. I will shake this place up like it 

has never been shook up before." 

So we did get involved in Agriculture. Transportation, this 

Northeast corridor, high speed train, we got involved in that as 

it developed. 

M: Let me interject something. That statement by Kennedy would seem 

to indicate that he was upset by Agriculture on the whole. 

S: In a sense. My view in life is--and every president is because 

it drains the heck out of his resources on the one hand, and he 

normally finds that all the political chips are stacked against him 

on the other to do anything about it. In this particular case, 

Kennedy on the one hand was quite aware of what the substantive 

matters were, but he was also aware that 1964 wasn't very far off. 

Every president runs into this problem. My interpretation of his 

comment was one that I am sure a lot of presidents have thought, 

"I won't have to worry about this once I get into my second term." 

And what little I know about history indicates to me that once 

you get into your second term you start to think about other 

things which have the same effect. 

M: You were also involved in the development of transportation. 

Incidentally, was there any thought about that time for starting 
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a Department of Transportation? 

S: Well, although I can't pin it down, I am sure there had been 

proposals made sporadically in the past for setting up a Depart-

ment of Transportation, but the first really formal, well-worked 

out pitch in this direction that I recall came out of one of 

the task forces set up in 1964, which would be after this. Now, 

anybody doing any research in this area ought to check Kennedy's 

1962 message to the Congress on transportation and its background. 

I don't recall that that message recommended a department, but 

somewhere in the background of the discussions which went on before 

I got there, there may have been some talk about it. I don't 

remember. But the first time it really came up was out of a task 

force recommendation in 1964. 

M: Well, you said you got into some transportation programs. 

S: Yes, various--for example, the so-called Northeast corridor 

project, which has now resulted in this high speed train from 

Washington to New York, was inaugurated in the sense of discussions 

about it and the federal government's involvement in it [began] in 

1963, I believe, Senator [Claiborne] Pell of Rhode Island being a 

moving force. At some stage we got in Dick Dilworth from Philadelphia 

as, I think I'm right, a consultant, probably to the White House, 

pulling together some recommendations. 

M: Is that spelled D-I-L-L-W-O-R-T-H? [Correct spelling is Dilworth] 

S: Yes, Richard Dilworth, who had been mayor of Philadelphia. And 
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again the bureau got involved in what kind of a legislation should 

we make, and so on and so forth. This took, again I don't know 

the details, but a good bit of negotiating, and I think in the end 

of 1963 we finally went up with some legislation. I don't 

remember the details. 

M: In the books written about this period there is a general conclusion 

tHat Kennedy was relatively unsuccessful at legislation compared to 

Lyndon Johnson. Is this true? 

S: Well, I think you just have to count and you can see that. That's 

clear. Now--

M: The question is why? 

S: Yes, yes, and here I am not sure I am competent to answer. I think, 

how does one evaluate this? In effect, you can look at the--what 

was it?--the 89th Congress, particularly the first session, was just 

the flood gates opening. There were probably a lot of reasons for 

this, but clearly one of them was just the massive victory in 1964. 

Given the same kind of an electoral majority and congressional majority, 

I don't know how Kennedy would have done. I still suspect he would 

not have done as well as Johnson, because he didn't quite have the 

sense of how to do it that Johnson did. In particular one facet of 

this was kind of never let up. You know, don't assume anything; make 

sure every possible weapon is brought to bear on getting that legisla-

tion passed; keep everybody involved; don't let them slacken, which 

grew I think out of, I'm guessing, but it grew out of Johnson's years 
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in Congress, in which you don't count your chickens before they've 

hatched. Don't let up; bring a lot of manpower to bear on the 

problem; use every avenue you know to contact different people. 

Kennedy was by no means an amateur at this, but his great back-

ground, really, in politics had not been in the Senate, but in 

presidential elections, in organizing for that sort of thing, whereas 

Johnson had been much more in the Congress. So even under the same 

conditions, certainly for the first year or so, I suspect Kennedy 

would not have done as well as Johnson in getting that legislation. 

M: All right, is there anything else in the Kennedy years that you 

might want to talk about? 

S: Now, let me see. 

M: Appalachia you talked about, the high speed transportation. 

S: I am sure there are, but let's see what is worth mentioning • 
. ·fo 

No, I guess that's it. One general characteristic which attracted 

me to Kennedy, in one sense--it really isn't terribly relevant but 

it is just pleasant--is that he used to like, to some extent at 

least, to split the politics from the substance. [He] enjoyed a 

debate about the substance, but then could just as easily turn 

around and coldly look at the politics and say, in effect, "we can 

or we can't do it, II depending on which way it went. But I have 

a general impression, not having had that much contact with the man, 

that his mind did tend to work that way. You look at the substance, 

and then you turn over to the political possibilities. This 

happens to appeal to the academic mind. It doesn't particularly 
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make it an effective way to do things, but it was an academically 

pleasing way to go about things. Whereas in the case of President 

Johnson, even though in many cases his decisions either would have 

been the same or in some cases better, the consideration of the 

two tended to flow along simultaneously in the discussion and in 

the considerations. And to a neat, as I say, academic type of 

mind, that's a little less rewarding although perhaps, a more 

effective way of doing things. 

M: In the preparation of a budget you must have been deeply involved 

every year. Is that correct? 

S: Yes. 

M: And your involvement in this would be negotiating with the depart-

ments, working out amounts, checking figures, and so forth, or what? 

s: Well, now it depends. Are you talking as assistant director, or is 

this director? 

M: As assistant director. 

S: Yes, as assistant director, as a general proposition you are more 

likely to get involved in quite specific either small or large 

projects or issues rather than, for example, being responsible 

for negotiating the, say, Agriculture Department budget. An 

assistant director normally will not get involved in that, but 

there will be very specific parts of it, or the budget for a 

particular project, or the program changes which will go with 

a budget change in a particular area. So that while, yes, as 
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assistant director one would get involved in negotiating budgets 

with a department, that it would be more in terms of very defined 

specific items that you had been specializing in. Whereas the 

actual working out of that department's budget comes about through 

another process, which leads up to the director through the 

professional civil servants. Now, the assistant directors get 

heavily involved in all of that, but they're not signing off, even 

tentatively, on the departments' budgets before it goes to the 

director. 

M: In working out the annual budget, is this also a supervisory tool? 

S: Oh, yes, yes, this is ultimately--

M: You are in effect reviewing programs? 

S: Sure. Yes. To the extent that you do a good job. Only a certain 

portion of the darned budget can you cover well. But in any event, 

to the extent that you do a good job, precisely what you are 

supposed to be doing is making budget allocationson.the basis of 

what works and what doesn't work, or in the context of linking up 

budget increases with program improvements, in the context of using 

the budgetary power as a weapon to get program changes and improve-

ments. And of course without that a lot of the bureau's power would 

disappear, even when it's never used. A lot of what the bureau 

does is not really budgetary. A very large part of its work is in 

oversight, supervision, presidential eyes and ears, and all of this, 

but behind that that is a means of making it effective, lies that 
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crucial budgetary power. 

M: Well, is it fair to say that the bureau is the President's chief 

supervisory agency over the departments? 

S: Yes, particularly in the domestic area. Much less so, for all 

sorts of reasons, in the military-foreign affairs area, although 

it is to a lesser extent true there also. And secondly, supervisory 

isn't quite the word; maybe it's a combination supervisory eyes and 

ears and kind of general staff. It just so happens, you know, the 

White House staff isn't that large. 

M: Right. 

S: On the other hand, he can look to the bureau for, say, three 

hundred professionals, most of whom have spent a good bit of time 

digging into one program or the other, and hence he can call on the 

director for, hopefully at least, relatively independent advice 

when two agencies are in controversy, or when he wants to make sure 

he is not getting biased advice and the like. It's that fact of 

having three hundred staff members who for budgetary and other 

reasons are, in any event, digging into agencies and agency programs. 

They know where the bodies are buried and so on, and he can turn to 

the bureau for it. It isn't quite supervision because you have to 

be fairly careful that cabinet officers don't get the impression the 

Budget Director is in any sense coming between them and the President. 

So supervision is a little strong, but a kind of independent staff 

check is maybe a better word. 

M: The budget then is a major tool in this whole area of responsibility? 
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S: Yes, either explicit or implicit. 

M: At the time of Kennedy's death apparently you were deep in that 

forthcoming budget and working out the details of it. 

S: Right. 

M: What was your role at this time? 

S: Well, just about what lIve described. It was not one which had 

to do with any kind of overall budgetary function, but it was being 

involved in all sorts of matters that were then ongoing with respect 

to programs and budgets, and so on and so forth. You will recall at 

the time the big tax cut had not yet passed. 

M: Right. 

S: And of course this was the big central concern, and in turn this 

fed back on the budget because it was fairly clear that only if the 

budget were held within certain limits were you likely to get that 

tax bill passed. Then this is where a lot of the concern went, 

trying to hold the budget down to a level which • 

M: What's magic about a hundred billion dollars? 

S: Oh, nothing, but, you know, why is 99.5--it turned out to be much 

lower than that--but in any event why is 99.5 better than 100.2? 

It is not at all, but, you know, it's that symbolism and this was 

important. Quite frankly, we would have had a hell of a time getting 

the budget up to a hundred billion as it finally turned out, in 

part because that year, if you look back at the numbers, Bob 

McNamara's cost reduction stuff was finally beginning to pay off, 

LBJ Presidential Library 
http://www.lbjlibrary.org

ORAL HISTORY TRANSCRIPT 
Lyndon B. Johnson Library Oral Histories [NAID 24617781]

More on LBJ Library oral histories: 
http://discoverlbj.org/exhibits/show/loh/oh



-SCHULTZE -- I -- 29 

and all of a sudden that year, after a number of years of increase, 

the expenditures in Defense dropped, I think, about three billion. 

That's after the fact. I~Je weren't sure it was goi ng to drop that 

far. In fact, we didn't predict it dropping that far. So it didn't 

look as easy at the time we were trying to keep it under a hundred 

as it looked after. But, as I say, as it turned out we would have 

had a hard time getting it up above a hundred even though the President 

was able to really make a nice point out of the fact that we were 

holding it below a hundred. 

M: I understand that Kermit Gordon went into intensive sessions with 

Lyndon Johnson immediately after the assassination. 

S: Right. 

M: Did you have anything to do with that? 

S: No, not directly. You know, back-up, but I was not involved in any 

of the meetings. [He met with] Kermit Gordon and usually, although 

not always, Elmer Staats, who was the then deputy director. The day 

after the assassination, Kermit sent a memo to Johnson, a very brief 

memo saying the bureau can do--I don't remember it exactly--but 

either three or four things for you: one, budget; two, management; 

three, general staff work and oversight. I guess really that's it. 

I mean, you have got three hundred guys here who can do this for 

you, particularly coming in as a new president, and you are gOing to 

immediately be faced with this tax cum budget problem. And the 

President immediately picked that up. 

I don't know the details, but either through his own prior 
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contacts with the Hill working for Kennedy on getting a tax bill 

through, [or] later conversations, it became immediately clear to 

him: first, the tax cut was very important--He11er and Gordon and 

a lot of people had been working on that--and secondly, however, the 

only way to get it through was to come in with a tight budget. Now 

at what stage you've got to come in under a hundred was explicitly 

formulated by Harry Byrd and some of the other people, I don't know. 

But it soon became clear to the President that he couldn't do the 

one without the other, and in turn this led him into these intensive 

sessions with Gordon in going through agency by agency. Not only 

that, [but] when he first came in, interestingly enough, I have the 

impression from talking with Gordon and my own knowledge in a few 

areas that the President was quite willing to take on a lot of 

sacred cows. I remember one crack. It was a question of cutting 

out a couple of atomic reactors at Hanford out in Washington. They 

weren't needed; they were turning out plutonium we didn't need. 

It was coming out of our ears, and there was a lot of pitch by the 

congressional interests involved to keep them going. And I 

remember Gordon reporting to me that the President at one stage 

said, IIBy God, I am not going to make the Atomic Energy Commission 

a WPA.II And there were a number of things like that. He was 

willing to take on the sacred cows, particularly in those early 

sessions. 

M: This gets us into the Johnson years. 

S: Right. 
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(Interruption) 

M: Well, then Johnson becomes president, and a number of new ideas come 

forth, mainly out of those 1964 task forces. 

S: Right. 

M: Were you in on the task forces? 

S: Yes. 

M: In which ones? 

s: Well, there's no use in my going through the background of the task 

forces is there, how they were set up and all this business? 

M: Well, there is--

S: Have you pretty well been through that? 

M: Well, I have information on that but every viewpoint is worthwhile. 

S: Well, then again, mine is maybe faulty and can be obviously checked 

elsewhere. Really, Kermit Gordon, Walter Heller, and Bill Moyers--

which of the three first I don't know; it may have been Kermit but 

I'm not sure--sometime in maybe early summer, again I'm fuzzy on 

time, of 1964, looking toward both the campaign and probably more 

importantly the great likelihood even at the time of the President 

being re-elected, and the need for a Johnson program, and the fact, 

finally, we had the tax cut through so kind of you could assume for 

the moment the overall economy would be moving well and therefore we 

wanted to go now look at the program, began to think about how you 

organize for this. Secondly, faced with the historical experience 

that if you simply asked the agencies of the federal government for 
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their suggestions as to legislation, which had been a typical pro-

cedure--kind of government by selection and veto power, where they 

bubble up and the White House picks and chooses--[they] decided that 

this time it would be much better to exercise a direct and heavy White 

House initiative rather than just getting what bubbled up. Because 

what bubbled up tended to be relatively marginal, you know, either 

marginal improvements in programs or something people have been 

trying to get for twenty years, and they keep pushing it forward each 

year, this sort of thing. How do you take a whole fresh look at it? 

[They] decided that we ought to think about doing it through the 

task force route. 1 recall one evening sometime, 1 think, in either 

late spring or early summer, a major session at the bureau with Gordon, 

Heller, very probably the other council members, Moyers, myself, maybe 

four or five other people including some White House people, in effect 

deciding on the task force approach, tentatively laying out the areas 

we wanted to hit. Then different people participated and were involved, 

but gradually working out over the next several weeks a list of areas, 

a charter, getting names and so on. 

As it ended up, 1 got heavily involved in one which at that time 

didn't turn out much. It was an income maintenance task force, but 

[1 was] peripherally involved in a lot of them. The most successful 

one--well, there were two good ones, particularly. There were a lot 

of good ones, but two in particular, 1 remember. One was the education 

one out of which came the Elementary and Secondary Education Act and this 

one in turn owed, 1 think, its success to two people, John Gardner and 
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a Budget Bureau staff member named Bill Cannon--

M: C-A-N-N-O-N? 

S: C-A-N-N-O-N, who is now vice president or some high rank at the 

University of Chicago--both of whom really ended up putting together 

a package which was fairly close to the ultimate legislation, primarily 

of a nature which got around the parochial school issue and attracted all 

kind of support which in prior suggestions in legislative proposals had 

been at each other's throat. And that was the key on that one. 

The second one was a task force headed up by Don Price, Harvard, 

in which Kermit Gordon himself spent a lot of time. Wait, was it headed 

up by Price or was it headed up by Gene Foley? It was headed up by 

Price, but Gene Foley was very active. Gene Foley at the time, was at 

Commerce, then went as head of SBA. But, in any event, this was the 

one on government organization, which came up with a number of sug-

gestions. I don't think any of them were actually used that year, but 

it became a good background. A lot of stuff came out of it for later 

years. The Department of Transportation was really laid out in that 

task force report, for example, and it became a good document for a lot 

of improvements that were carried on in later stages. 

There were other good task forces, but those were the two I 

remember as being particularly good. The thing I want to stress about 

that [is] it started something which, like a lot of reforms, eventually 

was overdone. Nevertheless, it started, I think for the first time, a 

real heavy White House involvement in initiating legislative proposals, 

initiating a legislative program, as opposed to, kind of as I said 
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earlier, government by veto and selection of what bubbles up from 

below. And this was all to the good. Now, in later years it got 

a little extreme. Nevertheless, the basic thrust I think was good 

then. 

M: Yes. The task force idea itself was not completely new, was it? 

Hadn't there been special committees and so forth? 

S: Oh, sure, but you remember the key thing [was] that it was not just 

a task force--

M: Right. 

S: --but looking across the board, breaking the whole area of domestic 

economic policy up into meaningful chunks and assigning a task 

force to each. 

M: Yes. The comprehensive nature--

S: That's right. I haven't done enough research to say it was unique, 

but I think it was. 

M: Is it also significant that in those task forces they brought in a 

lot of outside people? 

S: Well, this is the point. Yes, very heavily outside people. In 

later years it varied substantially. By that I mean we continued 

the same process every year thereafter, as a matter of fact, to 

some extent formalized it. But my own view is that first set of 

task forces, as a group, was the best. There were a few specific 

ones later on which turned out to do very good work, but as a 

general overview I would say that first group was the best. The 
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ones later, many of them then tended, for example, to be just in-house 

task forces, but not all of them. But there was a long process that 

developed each year. For example, in 1965 I remember before I came 

back into the bureau I did this. Several of us took on the chore in 

1965, 1966 and! guess in 1967, of doing a preliminary preparation job 

for the new set of task forces by spending two to three weeks in 

reviewing earlier task force recommendations which had not been 

accepted, looking at ideas that were kicking around and drawing up a 

document, in the later years primarily for Califano, which kind of 

laid out the major areas yet to be hit and some of the major ideas to 

be examined in each area. Then we would present to Califano a menu 

and a suggested organizational breakdown out of which we would then go 

ahead and appoint task forces. 

M: So the task force in general was a very effective tool for ideas? 

S: Yes. Quite frankly, I think finally it got overdone. You don't have 

to be comprehensive every year. The task force idea basically is a 

very good one, but 1964, 1965, 1966, 1967, I wasn't there, but also I 

suspect 1968 to a much lesser extent, you know, a practically compre-

hensive set of task forces every year finally got you to the point 

where you are replowing the same ground in many cases. But the 

basic concept is good. 

M: There is an old cliche that says a camel looks like something put 

together by a committee. 

S: Yes. 

M: Now in the case of these task forces, such as this education task 
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force which you worked intimately with, these would come out with 

seemingly well-balanced recommendations. How can you do that when 

there is this idea that committee work involves an awkward conglomerate 

of ideas? 

S: Well, there is going to be a committee job in which you are balancing 

interests. 

M: Did you have majority and minority reports? 

S: Generally, no. I am fumbling for a couple of criteria for setting up 

a task force. Generally, when it is a balancing of interests and 

primarily a committee on which, for example, various government 

departments are there to represent their own interests s you'll get a 

lowest common denominator. There are the exceptional occasions where 

you know darn well what you want to do, and a task force simply becomes 

a means of dragooning people into accepting it, so that does occasionally 

work. But where you can get a task force primarily composed of outside 

people who don't have too many axes to grind sprinkled with some 

realists from inside, in which everybody has got some common sense, 

that they're not about to propose revolutionizing the world, is where 

you normally will get your better ideas. It is explicitly designed not 

to be representational. But, also, you pick people with kind of a com-

bination of, hopefully, objectivity, intelligence and realism. You get, 

as I say, for example, a Don Price from Harvard. Well, he knows what the 

world is like and he is not about to come out with useless windmill-

tilting. It is the blend of, as I say, intelligence, objectivity and 

realism which helps. 
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Then sometimes, also, you get a situation where an idea's time 

has come and all it needs is somebody to come up with the key to 

unlock it. I think aid to education was that case. What it needed 

was not, on the one hand, a balancing of all these "different interests 

so you'd get a watered-down report, but the Gardner-Cannon bit was 

really the particular way of designing the program to unlock that 

parochial school issue, to unlock the federal control problem, and 

come up with a very ingeniously worked out set of programs which could 

attract all those forces. So there was a kind of political ingenuity 

really. I don't think there was anything new. There were no major new 

educational ideas incorporated in that, but it was the political break-

through of, as I say, unlocking these keys, and it was an idea whose 

time had come anyway. 

I don't know whether I can generalize any more about it, but some 

of those task forces worked and some didn't, and I think the kind of 

things I have said tend to be what made-them work and what made others 

not work. 

M: Did you, after you got into the Johnson years, work then in getting that 

tax cut through in the Congress in 1964? 

S: Again, you may recall, it was passed while I was still assistant 

director. No, basically no. I did testify once before the Joint 

Economic Committee on it. I don't even remember the occasion or why I 

was testifying instead of Kermit Gordon. He may have been sick or 

something. 
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M: Did you work on the Medicare program? 

S: No. No, I did not. 

M: Did you get in on the formation of OEO? 

S: Yes, heavily. Let me back up, and maybe some of this is repetition. 

I would say the basic germ of this came probably from two places, 

maybe others. One, in 1963 with the tax bill submitted and with some 

hope of its passage, Walter Heller then was looking for new worlds to 

conquer and quite clearly saw the point that, hopefully we had got 

the economy on the road tofull employment for the economy as a whole. 

Well, now, where is the next big area of economic need? He started 

it that way. Clearly, it's the pockets of poverty in the midst of 

what is hopefully affluence. And he got to the President saying, 

"Look, the next logical step in this, since we have gone afte Y' the 

aggregate economy, is to find ways of going after the pockets of 

poverty, not in the depressed area sense of rural areas which you 

can bypass, or not solely them, but rather just poor people who full 

employment will help in part but won't fully cure." That's one. 

I suspect Michael Harrington's book on poverty got a lot of stir. 

Kennedy had read it, and it impressed him, and finally, Kennedy's 

own, as I had mentioned earlier, trips through West Virginia and some 

of the other poverty areas [had impressed him]. I also think there 

was just the beginnings, at least, of the recognition on the part of 

the civil rights people that legal remedies were not going to be 

enough, just the beginning glimmerings of that. All of these came 
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together, but I think it was Walter Heller who probably first put the 

idea in Kennedy's head. 

Then, that having been done, I don't remember all the background, 

but a lot of ideas [were] kicking around, staff task forces and the 

like, not outside task forces. And finally, either just before or just 

after--no, it was after the assassination at some stage. Yes, because 

I remember the stuff they used to carryover to President Johnson at 

the time--President Johnson also agreed with this approach and agreed 

that he was going to seize hold of this and would have some kind of a 

legislative program relating to the problem of poverty. Again, three 

of us: Bill Cannon, whom I mentioned earlier; Bill Capron, who was an 

assistant budget director at the time--no, I am sorry--a member of 

the staff of the Council of Economic Advisers at the time, who is 

now here at Brookings, and I, interestingly enough, wrote about a 

thirty-five page draft poverty message for the President in a number 

of sessions after winnowing through a lot of suggestions from agencies. 

Walter Heller, I think, had run this interagency task force and 

suggestions had come in, all kinds. 

M: Do you actually ask for suggestions? 

S: Yes. 

M: You send out a memo? 

S: He11er--I'm almost sure I'm right--had run this task force. I don't 

know whether he had sent out a memo or what it was, but there had 

been a group working on putting together a legislative program on 

poverty, "What do you do?" and all sorts of suggestions had come 
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through. We just had stacks of them from the various agencies. 

M: And you would send these out to agencies and Health, Education, and 

Welfare? 

S: That's right. 

M: Anybody that might have an interest in it? 

$: Well, yes. That's where I am a little fuzzy because I got into the 

act about halfway through. 

M: I see, but the ideas were coming in? 

S: That's right. Full of different ideas and propositions. By some 

route that I don't remember, the three of us in effect, two of us from 

the bureau and one from CEA, finally put it all together and got some-

thing out of it, and we wrote a poverty message. Just about the time 

we finished it there were different ideas and primarily, interestingly 

enough, the whole thrust of this message was the community action 

program. That was the big thrust. It did not have Job Corps, 

Neighborhood Youth Corps, all the rest. 

M: But the idea for community action was in your report? 

S: It was in here, gotten in turn from the Ford Foundation's program in 

several cities where they had done--New Haven was a case in point. 

I remember we had a meeting with Gil Vasocer [?] and some of the Ford 

Found~tion people at an earlier stage in this, and Cannon was very 

heavily impressed with this. 

We also had the problem--you may recall at the time, this was 

also the year in which, if I remember right, we had this budget squeeze 
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to keep below a hundred billion, so we had to write something which 

wasn't going to take much dough the first year anyway. We were also 

terribly impressed by the fact that there was a heck of a lot of things 

going on and no way of pulling them together. You had public housing; 

you had manpower training programs already going; you had welfare 

already going; you had public health; you had children's clinics, all 

of this, and we were terribly impressed by testimony from everybody 

that it was just uncoordinated, not used. There were a lot of things 

you wanted to do where you only needed a little bit more money, but 

the laws wouldn't allow you to spend them except in certain rigid ways. 

So you needed what we used to call glue money. And out of this came, 

as I say, a kind of a thirty-five page document. 

Sometime just about simultaneous with this the President appointed 

Sarge Shriver. Sarge collected around him a crew of people from both 

in and out of government, very bright guys, you know the background 

I'm sure. And quite properly, he didn't want to go up with a program 

that had been dreamed up when he wasn't there. I would say the major 

thing Sarge did, initially, while he kept this basic community action 

thrust, he then argued that, "This is long-term if it is going to work. 

I need some short term pay-offs; I need something much more visible." 

This is, at least as we initially conceived it, primarily a role of 

planning, coordination, pulling stuff together, and the local 

participation bit, but didn't have either big money or big operating, 

easily identifiable operating [costs.] 
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So out of this then grew Sarge's point in which he picked up 

what was floating around the Hill in various forms, the Job Corps. 

I think Hubert Humphrey had a bill on for a conservation corps type--

put that together into the Job Corps [and] they added the Neighbor-

hood Youth Corps for kids in the city who live at home and work. 

To appease other areas, they added some, if you'll pardon the 

expression, agricultural loan programs, all sorts of things like this, 

and picked up bits and pieces and put them together and that became 

the poverty program. 

As a matter of fact, you know, we had got into a problem. We 

were trying to, quite frankly, push hard on the community action 

as the key part of it. Sarge was perfectly acceptable to this except 

he didn't want it as the central part. He wanted to get a more 

comprehensive program. I forget the date by which that was finally 

put together with Sarge and his group. I don't know when we sent it 

up. It may have been April or something like that, I forget the time. 

But that's what I remember of it. 

t·1: Did you struggle with the problem of organization on a local level 

in relation to the federal government? I mean how do you organize 

something, to pull together a bunch of programs and make contact? 

S: Well, the idea of this was to--first, we never solved that. You 

start out by saying that problem has never been solved, not only 

with relation to poverty, but with relation to a lot of other things 

of the federal government in the city. I think there are ways to 

solve it, but in any event it hasn't [been done.] 
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M: Yes. 

S: These are relatively, almost, untouched fields. We tried all kind 

of different solutions. 

M: You thought about this? 

S: Oh, God, yes. The idea here was originally to give, interestingly 

enough, if I remember it correctly, first the mayor a charter and 

some glue money. Now by that I mean some money where he could attract 

the stuff in. You know, II Here , I have got the dough to fill your 

program out." You can't do certain things under the terms of the 

regular federal grant-in-aid. But put this into a comprehensive 

package, and I've got a grant of twenty million bucks that we can 

fill in the cracks and everything else here. And, secondly, the 

community participation, which I am somewhat fuzzy on, but in the 

early stages this, as I remember, was a combination of two things. 

It was literally getting community participation, but quite frankly 

my recollection of that \lIas this was participation not control except 

in areas where we were darn sure that--some of the areas of the 

South--the establishment wouldn't let you set up anything. Therefore 

the law was written so that as a matter of fact you could have non-

governmental organizations running it. 

Now, as it turned out, in the whole process of community action 

the separateness of the community group, the fact that it is 

separate from the local establishment, became much more dominating, 

at least as I remember it, than the early concept where there was 

participation, but still thinking heavily in areas where [it] was 
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possible [to] work through the local political authority. But the 

law [was] clearly written to allow you to have separate groups 

primarily when, as I say, we were thinking of the South. Now, as it 

turned out that became much more dominant. 

M: You are thinking of terms of using the mayor as your principal man 

of authority and responsibility? 

S: Yes, but with the requirement that he in turn involve:the community, 

literally bring onto the board representatives of the poor. But 

nevertheless we thought of this as still under the mayor's central 

control. However, with the clear understanding that in some cases 

that wouldn't be possible. 

M: Apparently this same sort of problem has come up in HUD programs such 

as Model Cities. 

S: Yes, that's right. 

M: What can be done to solve the problem? 

S: Well, I think there are some things that can be done to help it. 

In the first place, I think you've got to face up to the fact that 

there is no such thing as a federal government outside of Washington. 

There are fifty different independent baronies. (Interruption) To 

oversimplify it, you have got to do two things, I think, both of 

which would be terribly difficult: one, put a representative of the 

Executive Office of the President out in the field, having regional 

structure for the federal government. 

M: Can you protect the power of the presidency this way? 

S: Yes, because it would--that's the point--I think it would come 
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directly up either to a separate office or through the bureau, in 

which these guys--you know, it depends on the institution you put 

them in, but their whole design in life would precisely be protect-

ing the power of the President, because they would report right in 

through his executive office and not be independent. In other words, 

he would not appoint one guy for each region each independently _-

reporting right to him. You've got to put him into an institution--

M: I see. 

S: --to protect him. I think that could be done. Secondly, regional 

budgets. By that I mean there is no reason why you couldn't--with 

some trouble, but with today's computers you could do it--make it 

possible for a mayor, for example, to have laid out in front of him, 

in effect, "Here are the grant-in-aid and investment projects that we 

are planning for your community for the coming year. Up to some 

amount you may trade them off. You may give up a marginal flood 

control project for a hospital. You may elect to put 20 per cent 

more in this program and take 10 per cent out of that, so long as 

you stay within the total." $0 a combination of somebody out there 

to mediate, to reserve budget funds. 

One of the problems with Model Cities is a large part of that 

program depends upon grants-in-aid coming in from other communities. 

The budgets for each of those programs is made up nationally on a 

functional basis, and mayor may not fit the local circumstance. 

So I personally think you'll never get around this problem, you'll 

just go on generating--you know, the poverty program was supposed to do 
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it. t10del Cities; HUD has some kind of so-called convener authority. 

Agriculture is supposed to be taking the lead out in the rural areas, 

but they and HUD get in confl i ct over . . .. '" Unti 1 you get some-

body who represents the presidency, you can't quite issue orders, 

but [you] can at least get them together and say, "1 want a decision 

by IX I date or I am taking it back to Washington." 

Secondly, having some kind of a regional budget so the local 

[authority], the mayor, the governor--you would have to split this 

up depending on who it is--could pick and choose within some limits. 

Then you might be able to do it. But simply having individual 

agencies trying to coordinate other agencies who are their peers 

won't work, particularly when you have many agencies in which the 

agency itself doesn't have anybody who can make a decision. The 

individual bureaus directly report to Washington and can bypass a 

relatively weak agency regional representative. rJow we have played 

with all sorts of easy ways around this and that has led, 1 

wouldn't say to chaos, but at least it sure doesn't work very 

well. 

Now, the problem with this, of course, is that you immediately 

begin to cut that very important link between congressional sub-

committees and operating bureaus once you do this. Congressional 

subcommittees, ranking members, staff, everybody else, help run the 

agency because they have got these contacts with the bureaus in 

Washington who make all the decisions. Now, put those decisions out 
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into the field and let the mayor and the governor have a voice in 

whether the flood control project goes in or not, or whether they 

want a hospital rather than this, and you immediately run into 

terrible problems with your substantive committees. Because the 

public works subcommittee, the last thing they want is some mayor 

pulling that project out and taking a hospital instead. So while 

I think I know what ought to be done~ I'll be damned if I know how 

to get that. 

M: Well, you went through all of this problem then in the formation of 

OEO? 

S: Yes. Well, we didn't foresee all the problems involved. We didn't 

foresee, for example, that OEO, if it were to become an operating 

agency, could not exercise a coordinating role because they 

couldn't speak for the President when they were in competition with 

other agencies. So OEO always had that problem of trying to do two 

things at once which were self-contradictory: operate programs and 

get bigger budgets and more power to itself, which is natural, and 

at the same time represent the President in coordinating. They were 

just another agency. 

M: Are you still in agreement in retrospect with the idea of community 

action, in the coordinating aspect of it? 

S: Yes. 

M: Do you think it is still a good idea? 

S: I think it is still a good idea. I think it has to have super-imposed 
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on top of it a counterpart representing the President, because 

you've got to pull them together. In the first place Poverty can't 

pull it together itself. It can do the planning; it can get 

community participation, but it can't coerce other bureaucracies. 

Secondly, so long as it is an operating unit itself and the 

community action program is OEO, the mere fact of labelling that 

Executive Office of the President, which OEO is technically, is 

meaninglesso It never operated--I mean, nobody ever really considered 

it in the Executive Office, even though the law says it is. But 

simply by sticking an operating agency in the table of organization 

in the Executive Office doesn't really mean it is a presidential 

outfit. 

The additional fact that we should have realized is that if you 

are going to go with this community participation route, and if 

you then go further, as OEO did, and lean even further in that 

direction than we first thought, in terms of making it almost local 

neighborhood control, you are going to generate terrible political 

flak, and you cannot have that kind of operating agency also be staff 

to the President, because you are putting too much heat directly on 

the President. You know, I can't make an omelet without breaking 

eggs. And if you are going to go this route, you can't put it 

immediately into the White House, because then you subject the 

President directly to, dear God, every local controversy in the 

country. He is immediately in. And that's another of OEO's 
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problems, that inevitably--when McNamara closed bases the thing 

was set up so, by God, McNamara was stinker. It turns out now OEO 

is the stinker. And that's the way it worked. You can't expect to 

have that kind of an operation directly run as a staff thing to the 

President. No president can stand it. So there was another problem 

we didn't really foresee. 

M: Maybe in the run of the interview we ought to get you promoted to 

director, which came in 1965. 

S: June of 1965, yes. 

M: Kermit Gordon apparently chose to leave, and according to the news-

paper accounts, at least, there was some question whether he might 

become treasury secretary. But nonetheless he chose to leave both 

the bureau and the Treasury--

S: Right. 

M: --and came to Brookings. Then you are moved up. 

S: Right. 

M: What were the circumstances of that? Were you called in and 

asked to take this job? 

S: Kermit called me in and said, "I want to propose you to the 

President as my successor. Will you take it?" I said, "Yes." 

He did. Sometime later he called me in to meet the President, 

whom I never really dealt with. And I figured, IIThis will be a 

half an hour, an hour." The President said, "How are you? Will 

you take the job?" "Yes." "Good. Glad to have you. Next 

appointment. II Still I don't understand this. He had a tremendous 
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faith in Gordon. That's the reason." He really thought Gordon 

had done a tremendous job for him, and I think that was really it. 

That was a funny experience which I never quite will understand, 

except the only way I can explain it is that the fact that he did 

have a lot of faith in Gordon. So, in any event, I started in June. 

M: It is also in this period of time that the President ordered the 

PPBS throughout the executive branch and apparently you had a great 

deal to do with that. 

5: Yes. 

M: In fact, I've heard that you were in the process of writing a book, 

or that you had written a book. 

5: Just got it. 

M: Just came out? 

5: Just came out. 

M: Very good. Congratulations. So I don't know what is in the book, 

because I haven't had a chance to read it, but I would assume this 

is an analysis of the system in the government. 

5: Well, what it really is .... 

M: A tool, or what? 

5: The title tells you, it's The Politics and Economics of Public 

Spending, namely, what are the respective roles of the two ways of 

making decisions. One, the analytical process where presumably you 

look at objectives and carefully specify them and look at the most 

effective means of getting them. That's the way the logician and 
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public expenditure expert would look at it. Two, the process of 

bargaining, advocacy, negotiation, compromise, interest group 

representation by which decisions are made. Query: are the two 

oil and water? Can they fit together? How does this PPB systematic 

approach to life fit with political reality? Can it; does it? That 

is what it attempts to do. 

M: Do you go into your book with examples of how it applied to 

government? 

S: Yes o I do. I try to sprinkle it. with examples of different 

aspects of it. One interesting story on PPB is that originally 

we had intended to apply this on a pilot basis to a number of parts of 

a number of different agencies and not to make it comprehensive. Right 

after I got on board there were some people who were trying to get the 

President to have drafted some kind of national policy document which 

would layout goals for the American nation ten years ahead, quantita-

tive goals, and then set policy in that direction. And, we, we namely 

being some of us in the bureau and some other people in the White 

House, were afraid that this would tend to be just terribly dangerous, 

the old fought through, over-ambitious, unsupportable goals, and hence 

went to the President saying, "Look, we have got a system we are going 

to try out on a pilot basis, which is in part directed precisely towards 

analyzing and carefully establishing objectives." As a substitute for 

this other proposal, we proposed to go comprehensive on this and set 

it up for all agencies. So in effect that is the reason that PPB came 
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in as it did, as a directive to all agencies to establish it, rather 

than the gradualistic pilot approach we were going to try at first. 

It was a counter ploy to another idea which. 

M: Was the President receptive to this idea? 

S: Yes. In part, he was receptive because essentially it was an 

adaptation to the civilian side of what McNamara had done in the 

Pentagon. The President was terribly impressed with that. I think 

more than anything else that's what [sold him on it.] He didn't 

know me that well. The details and techniques of it he wasn't 

familiar with, except he knew that this was the basic approach 

McNamara tried and he was very satisfied with those results. And 

I think more than anything else that's what sold him on it. 

M: Well, rather than go into a detailed discussion of PPBS we might 

refer readers to your book. 

S: That's right, I agree. 

M: Which I assume is published by Brookings, is that right? 

S: Yes. 

M: And in 1969? 

S: Yes. 

M: Now there were a series of organizations which came out, reorganiza-

tions you might say, which from the information I have you were 

probably involved in, such as the formation of HUD, formation of 

the Department of Transportation, and also in the Maritime 

Administration. 

S: Oh, yes. 
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M: So we might take those as a category, and since HUD was first, I 

might ask you about your role in that. 

S: Practically none, because HUD was well underway when I got there. 

Testimony had been given on the Hill; hearings were in process. 

I went up and testified once immediately after I became director. 

The only basic controversy that I recall that I was involved in was 

the very important political one of how independent would the Federal 

Housing Administration be within this new department, the builders 

and mortgage bankers plumbing heavily for a highly independent 

housing commissioner? Would the bureau in its traditional role, 

push hard that all responsibilties be vested in the secretary? 

Tape 2 of 2 

M: We were talking about the formation of HUD. 

S: As I say, on HUD my involvement was really peripheral except on 

that one issue and in the fairly late stages. If my memory were 

better I would tell you that precise compromise we came out with, 

but I don't remember. 

M: Speaking about HUD, they seemed to have had a number of difficulties, 

as mentioned earlier, with application of Model Cities, and HUn 

apparently has not operated too efficiently. At least I have 

heard this. Is this true? As a department? 

S: Well, it is, yes and no, in a sense that the old line outfits in 
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HUD tended to be terribly cumbersome, took a terrible amount of 

red tape and a long time to get applications reviewed and accepted 

or rejected, particularly with respect to anything involving major 

building--public housing, urban renewal, urban mass transit, and the 

like. There has been a substantial improvement in that, still a 

long way to go, but a substantial improvement in that in terms of 

the efficiency and speed with which you can get things done, in 

part due, I think, to the efforts of a lot of people, but a guy 

named Dwight Ink, who was the administrative assistant secretary, 

the career type, [was] heavily responsible. 

Secondly, I thought at least, and so did [Robert C.] Weaver and 

his top people, [there was] a terribly unresponsive attitude on the 

part of the Federal Housing Administratinn towards accepting what 

I'll call "ghetto risks," and changing their attitudes around to 

make them something more than simply a kind of a banker's attitude 

to life. That took one heck of a lot of doing, but there have been 

substantial improvements. They moved in a guy named Phil Brownstein, 

who is a really an old line bureaucrat from the housing program of 

the VA, to run this, and he read the tea leaves correctly and moved 

pretty heavilyo But it \'Ias a long, slow process and there is still 

a long way to go. So, yes, you are right. It has been inefficient. 

On the other hand, I think with all sorts of toil, travail and 

struggle they tended to speed it up some anyway. I know that 

President Johnson used to just get furious about the slowness with 
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which they were operating. Now~ in all honesty, there were occasions 

when we were fighting to try to get the surcharge through, when the 

bureau itself was occasionally laying on Weaver, delaying instructions. 

We just couldn't afford to get the money spent that fast. So there 

were very sporadic, particular occasions where, quite frankly, I guess 

we have to take some of the blame, although as a general proposition, 

we were working heavily with Ink to try to get the thing more efficient. 

Sometimes the two goals would come into conflicto 

M: Well, is the idea of a Department of Housing and Urban Development 

sensible? Is it logical? 

S: Oh, yes, I think so. 

M: There ought to be a department? 

5: Yes, there ought to be a Department of Housing. Whether it has all 

the right pieces, or there are some pieces in it that ought to be 

moved is another question, but basically, yes. We did move, you may 

remember, the urban mass transit over to Transportation, which was 

quite a • 

M: That must have been a painful sort of operation. 

5: Yes, very painful and a very hard choice. I think it was the right 

one. You know, you are faced with a classic choice. One of the 

best things that could ever happen to the Department of Transportation 

is to give the secretary a counterweight to the traditional Bureau of 

Public Roads approach to life. So that the secretary then--

M: You'd better explain that to me. 
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$: Clearly, one of the problems in any urban transportation scene is 

that the big money is there for highways, federal grant money--

~: You are talking about the highway fund? 

$: Highway funds, run by the Bureau of Public Roads in the Department 

of Transportation, and one of the major struggles is, always, get-

ting a balance between urban mass transit and highways both in 

terms of money, but more importantly, in terms of location of free-

ways, emphasis on freeways versus mass transit, and so on. Now, if 

you have a Transporation Department which has a Bureau of Public 

Roads, and another department has urban mass transit, then, with all the 

best will in the world, necessarily the secretary of transportation 

is going to be highway oriented when he deals with the cities. One 

way to help, literally, ~ the secretary of transportation is to 

give him, internally, a counter lobby to the Bureau of Public Roads 

lobby. As a matter of fact, it is a good principle of organization 

where you can do it, that if you can give a guy not just a number of 

different responsibilities, but some countervailing responsibilites, 

it helps him to be the President's man better. Because then he both 

has an excuse to take a more objective viewpoint, in other words, an 

excuse he can give his clients, and he literally has pressure brought 

to bear on him to be more objective in his tradeoffs. The other side 

of that, of course, that HUD would argue, is that you can't do urban 

planning without having transportation, and we ought to keep urban mass 

transit. On balance, I think the arguments to get a better balance in 

Transportation is a weightier argument than the need to leave urban mass 
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transit in HUD because mass transit is so important to urban 

development. That was a hard decision, both politically and sub-

stantively, to make that choice, but I think the right choice was 

made. 

M: Where was the choice made? Who made it? 

S: I would say it was made ultimately by the President, but with heavy 

input in terms of final recommendation from Joe Califano and myself. 

M: Now to follow that problem a little bit further, this, of course, 

came out of the formation of the Department of Transportation. 

S: Right. 

M: 4nd you were in on putting the pieces together on that? 

S: Right. 

M: Now did you get involved early with the idea of urban mass transit? 

Did you get involved in that question before DOT was formed? 

S: Yes. Clearly, in sending up the bill we had to decide what to do 

with urban mass transit. We decided to leave it where it was, but 

at the same time, if my recollection is correct, made all sorts of 

promises to the Congress--it may have even been written into the law as 

a matter of fact--that we would conduct a study and come up with a 

recommendation shortly. But we deliberately avoided raising that 

issue by moving it then. I don't remember the details, but I do 

know that we had to give hostages to fortune, in the sense of saying, 

"Yes, we \'/i11 settle this problem, but give us a little more time." 

M: Your role in the formation of DOT was mainly in talking to the 
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various government agencies that would be involved in it, or did 

you go out and talk to, say, the airlines people? 

s: Oh, some of them, a little of everything. We briefed various interest 

groups, spent a lot of time on the Hill. The bureau, once the 

President had sent the basic message forward--let me back up a 

minute, because my timing may be wrong. Once the decision was made 

to go ahead with it--now whether before or after we actually sent the 

message up, I am not sure--but we formed a working task force to draft 

the detailed legislation, to coordinate the testimony, to prepare back-

up material. That task force was headed by Charlie Zwick, then an 

assistant budget director, bringing together all the agencies involved, 

trying to get a team approach to this so nobody would be up there 

cutting the other's throat, and at the same time trying to have a 

coordinated flow of material, background, presentation, and everything 

else. I don't remember exactly when that was formed, but once the 

decision was made to go it was done. In turn, I would say that Alan 

Boyd, then undersecretary of commerce for transportation, carried 

the major load in terms of congressional work. Califano did a lot. 

I did a good bit on some key issues. I did a good bit of the 

testifying on it. 

M: You testified on the investment standards question, didn't you? 

s: Well, the whole kit and caboodle, but that's where we got heavily 

involved and burned on, really burned. Everybody told me I shouldn't 

have done it, and they were right. In effect what happened, we wrote 

the investment standards section into the bill and as soon as 
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Senator McC 1 e 11 a n and a fevi others saw it, those people who were very 

interested in keeping easy criteria for navigation projects in being, 

once they saw that, they used this as a hostage to hold the whole bill 

up. 

Then it got to the point, a little bit like Vietnam, you 

couldn't get out, because once McClellan got on to this, he wouldn't 

let us withdraw that section. Rather, he rewrote it so that in the 

law which set up the Department of Transportation is, in effect, a 

section which says nobody, but nobody, may tighten up the standards 

for judging navigation projects. So, for the first time in law--as 

far as I know, if anybody wanted to test it it might be unconstitu-

tional--but in law there is now a provision which in effect tells 

the President what criteria he mayor may not use in recommending 

navigation projects. So we really got burned on that one, and all 

of my politically wise friends said, "I told you so." And they were 

right. We should never have attempted it. We tried to get the 

secretary having this investment right. That and the maritime were 

the two big--there were a lot of fights: that, maritime, and 

aviation, I'm sorry. 

M: The urban mass transit never made it into the fight in Congress? 

S: No. 

M: You were able to foresee this as an interdepartmental conflict? 

S: Right. It kept threatening to crop up, but we were always able 

to stall that off from becoming a major issue. But aviation, 
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maritime, and the investment standards were the three big ones. 

M: All right. What happened in aviation then? 

S: Well, the key problem in aviation was the extent to which--

basically it came down to the extent to which authority should be 

lodged in the secretary versus authority lodged in the aviation 

administrator under the secretary. That was one aspect of it. 

The second aspect of it was the extent to which the department 

and the secretary would have the primary role with respect to 

safety. Now there, it turns out, what we did was have a National 

Transportation Safety Board created, in effect, independent of the 

secretary, really to have investigatory functions primarily over 

major air crashes, but theoretically over the whole range. 

M: Was this National Transportation Safety Board sort of a compromise? 

s: No. We had originally set this up in the beginning. We realized 

if you are going to move from the CAB a function which is really 

irrelevant, I think, to a regulatory body, namely the investigatory 

function •... We wanted it in the department, but we realized 

from the beginning that this was enough of a judicial--it isn't quite 

judicial, but it approaches judicial enough so that we were 

perfectly willing and thought it perfectly reasonable to establish 

it quite separate from the secretary, although in the department 

for rations and quarters, the idea, however, being that they would 

"mrk closely with the department in feeding back the results of 

specific investigations into general policy. And [we] broadened 
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it from just investigating aviation accidents into the railroad and 

other areas. Now there was a lot of niff-naff back and forth with 

the Congress as to exactly how one guaranteed their statutory 

independence and so on and so forth. 

M: Right. 

S: And that was sometimes very hard to explain, the difference between 

policy on safety, FAA regulations and all that on the one hand, 

which we wanted all lodged in the secretary at policy level, and the 

judicial, investigatory functions which would be here. That got us 

into trouble, mainly trouble in explaining it, I think, rather than 

any real fundamental political problem. 

The political problem came in--well, it wasn't just aviation, 

I guess; it was all the major areas--what power should be lodged in,· 

the highway administrator or the aviation administrator and so forth 

versus those lodged in the secretary. Again, the bureau has 

traditionally followed the traditional public administration line 

and been partly successful, that all powers ought to be lodged in 

the secretary and he in turn delegates them. You can't have sub-

ordinates who have statutory powers. 

Now, it is easy to say and terribly hard to do. I would say 

we batted about .500 in the transportation bill. Without going into 

the details, the independent administrators are partly independent, 

but I think formally we did get the powers lodged in the secretary, 

even though the law undercuts some of that. That balance was very 

difficult, and I say we came out fairly well on it. On Section 7, 
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the investment standard, it was terrible. And the maritime one 

was really an irrelevant issue in the sense that it was a pawn 

in the struggle for a new, expanded maritime program. What 

happened was that it became a symbol, much more important than 

it really is, that, by God, we are not going to let you have that 

Maritime Administration in the Department of Transportation unless 

you agree to give us a big, new expanded maritime program. 

M: And the people behind that being the ship builders? 

S: Everybody, but primarily, no. Primarily, when the chips were down, 

it was Paul Hall, who is the Seafarers International Union president. 

He was the one who really swung his weight around, you know, flatly 

passing out the word that anybody who votes to put maritime in DOT 

gets funds cut off come the next election, etc., etc., etc. 

M: When did you first realize you were going to have trouble with the 

labor unions over that? Do you remember? 

S: 

M: 

S: 

Oh, two or three years. 

Before. . . ? 

Oh, on that particular one? 

I had been heavily involved in maritime ever since I had been at 

the bureau. We hadn't mentioned that before. And by this time I 

knew it was a problem, although we never quite realized that 

maritime was going to be this symbol until somewhere well along in the 

game. I don't exactly know where, but it simply became a pawn in the 

struggle for something else. I don't know exactly when that was, but 

it was, I think, after it was sent up I am fairly sure. 
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M: The end result being that you had to leave maritime out? 

S: As a matter of fact, we then had to fight bills making it a 

separate agency. 

r~l: Yes? 

S: Simultaneously. 

M: There was a suggestion to make it independent? 

S: Independent, that's right. That is the greediest lobby in the 

country. 

M: Now you fought against that, reasons being what? 

S: Well, we fought against it on several grounds. One, that you don't 

want to have the President confronted with an independent outfit 

[with] direct access to him which spends its life doing nothing 

but lobby for a given industry. We have some of that now, but most 

agencies have a blend of interests. And to have one sitting out 

there where the President gets the heat for turning them down, 

rather than some secretary who has got a lot of other departments 

and can say ItI've got to balance my trade-offs in the budget." 

That's number one. It's just terrible for the President to have 

that. Number two, I admit it got also to be somewhat, ItBy God, 

if you characters are going to stop a meaningful reorganization and 

think you can blackmail us into etc., etc., etc., damned if you are 

going to get av.,ray with it. It So I admi t some of that It you can't 

blackmail melt sort of approach got into it. I personally feel very 

strongly about that one. Really, it isn't all that important that 

it go from Commerce to Transporation. It makes a lot of sense to go 
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and everything else, but it's the symbol of what that would mean 

that makes it so important. 

M: Did you have any trouble with the FAA? 

S: No, I think once they realized the President was going to do it 

that at least [William F.] Bozo McKee, the then administrator, even 

though he wasn't terribly happy about it, played in a square, as far 

as I know, aboveboard game, no backbiting, no undercutting. I'm not 

sure that that's true completely of all his subordinates, but from 

everything I have heard and everything I've observed, I think you have 

to give him credit for playing the game well once the decision was 

made. Now, he wasn't terribly happy about it, but he played the game 

well. 

M: Was there any thought about bringing in a regulatory agency, such 

as the whole CAB? 

S: When I say "any thought," I mean, it's hard to say there was no 

thought, but if there was, it didn't last long. Now there was some 

thought of a simultaneous reorganization and consolidation of some 

of the regulatories. 

M: Sort of a department of regulatory agencies, in effect? 

S: Well, no, but at least a transportation regulatory agency, put 

ICC and the Maritime Commission and the CAB together. Some talk 

of that, but it didn't last very long either. We figured it would 

simply jeopardize the department. (Interruption) Zwick will be a good 

source if you haven't talked to him, on this because he was intimately 
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involved in all its details all the way through. I was, but he 

was really carrying the ball on that. I am trying to think of. 

There were a lot of White House guns brought to bear on this one, 

too. Califano, for example, and O'Brien's crew spent a large amount 

of time on this. 

M: Did the President keep after this? 

S: Yes. 

M: Keep the pressure on it? 

S: Yes. He was very interested in this. It became also a symbol to 

him. He thought it was terribly important, and in addition, once 

it got there, it became a major symbol in terms of an administration 

not just getting up new programs, but also terribly interested in 

effective and efficient government. 

M: Yes. Again the question, does the Department of Transportation make 

sense? Is it logical to have such a department? 

S: Oh, yes. I mean this is one of the easiest ones to say yes, for 

several reasons, one of them being that here is a department 

which .... The components of this department are highly interrelated. 

Airport location doesn't make any sense except in combination with 

access. 

M: Even the Coast Guard? 

S: Oh, sure. The Coast Guard may be less important than some of the 

others, but, sure, the Coast Guard is an integral part of your whole 

transportation approach. I mean, what it does in terms of national 

security is just during a war, and most of what it does is involved 
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in aids to navigation, search and rescue. It's tied in with maritime 

policy and everything else. It is probably less important in the 

long run than having roads and aviation and railroads together, but 

it's [also important.] 

M: Incidentally, was the Coast Guard happy about coming to DOT? 

S: I think once they got used to the idea, yes. [In the] first place, 

they were very good. Coast Guard has some good staff people. They 

do a good staff job. Secondly, it was quite a wrench because, of 

course, they had been in the Treasury since the foundation of the 

Republic. But once they got around that wrench and could see the 

advantages, it seems to me, of being associated with a department 

where they weren't just kind of a side issue--because the secretary 

of the treasury isn't going to fiddle with the Coast Guard, but they 

could get the attention of the secretary [of transportation]--they 

could see this is a way of getting a better investment program for 

them and their cutters and everything else. They could see getting 

much more attention from a cabinet level official. And once we 

sold them on that, they were very good. 

M: Was the Treasury .. 

S: They were unhappy. You know, it's nice to have a couple of planes 

to fly around in and cutters to go places in. But they were good 

soldiers. A lot of jokes went around, you know, telling [Henry] 

Fowler and [Joseph] Barr, "You're losing your free planes and Coast 

Guard cutters II an~ so on. So they didn't like it, but you know they 
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didn't . . . . 

M: But back to the original question. The Department of Transportation 

does make sense? 

5: Yes. In the first place, it makes sense particularly if you can get 

a strong secretary. Boyd was a strong secretary and a good one. 

It makes sense in particular for the reason I mentioned earlier, in 

giving the President someone who has a balance of interests under him. 

So just from a straight political standpoint, it becomes then possible 

to balance out a little bit the one interest against the other, and you 

are more likely to be able to get a meaningful transportation invest-

ment program. Thirdly, from a planning standpoint it makes all kinds 

of sense. For example, sometime in the mid-seventies we are going to 

have to come through with another highway program because the 

existing one runs out then, the Interstate Highway Department. Well, 

as you begin to look at this, it is clear that you cannot design new 

legislation and a new program to be anything more than a continuation 

of the old one, whose purpose has really run out, unless you consider it 

in line with other forms of transportation. 

M: Right. 

5: So I think of all the ones we have done, this makes as much sense 

as anything. 

M: One more question about this. You said that Alan Boyd was a good 

secretary. 

5: Yes. 
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M: Now in putting together a new department it would seem that you 

would have to have a secretary of exceptional caliber. 

S: Right. 

M: Now what makes Alan Boyd so good? 

S: I would say Boyd was good for one key reason: he considered him-

self, first, the President's man; secondly, he considered his job 

in life not to represent clients, clientele groups. You know, in 

all honesty, really it's kind of the public interest and how do you 

balance these, but being realistic enough to know he's still got to 

represent these people. It's kind of a presidential approach to 

life. He is trying to do what makes sense for the country in terms 

of transportation, rather than just simply getting a bigger empire 

for this component or that component. 

M: He's not simply a good manager though, is he? 

S: No. As a matter of fact, technically, as a manager, I don't think 

he was that good. If you look at the kind of technical aspects of 

administration and how he staffed it, he was not one of the better 

secretaries, which was a weakness. But in the much more important 

areas of his approach to looking ahead at major transportation 

requirements, not to be swept off his feet by lobbying from below and 

outside for particular interests, being willing to balance them 

all. For example, in aviation. It's easy to get swept off 

your feet by the aviation lobby saying, "If you don't give us 

everything we want, you are going to be responsible for the next 

plane crash." And don't think they don't do it. And Alan had a lot 
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of guts and a lot of courage and a lot of good sense in handling this. 

Now, as I say, in internal administration actually he wasn't 

as strong as a lot of guys are. He needed a lot more, I thought 

His relation with the Congress tended to get difficult at times, but 

that is inevitable if you are going to take the kind of attitude 

that he did. $0 I think he was a very good man. He did a very good 

job at that, and you do need a strong man. It makes a lot of sense to 

have a good, strong guy riding herd on these different forces. 

M: Maybe we should break. 

S: Yes, I guess we better break. 

[End of Tape 2 of 2 and Interview I] 
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