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This oral history of John W, MecCarter, Jr.'s participation in the
administration of Governor Richard Ogilvie 1is a product of "Eyewitness
Illinois," a program of the Oral History Office of Sangamon State
University. The project was made possible in part by a grant from the
Illinois Humanities Council in cooperation with the National Endowment
for the Humanities. Additional financial support was provided by
Caterpillar Tractor Company, Arthur Andersen & Co., Canteen Corporation,
Shelby Cullom Davis Foundation, Susan Cooke House Trust and the MacArthur
Foundation. Central to this program is a conviction that the business of
the governor deserves larger and better public understanding, and that
oral history offers a distinctive way of supplying it.

John McCarter served as director of the Bureau of the Budget and the
Department of Finance during the administration of Governor Richard
Ogilvie. A native Illinoisan, he was educated at Princeton University
and the Harvard Business School. Several years experience in management
consulting in Chicago were followed by a White House Fellowship at the
U.8. Bureau of the Budget (1966-67), which provided both a political
education and a vantage point into "every nook and cranny of government."

Mr. McCarter was one of Governor Ogilvie's first appointments, and he had
the dual responsibility of establishing a new executive budget office and
helping shape the Illinois income tax enacted in 1969. In this memoir he
recounts in detail the complex planning and legislative maneuvers behind
the income tax and federal revenue sharing, two developments that were
critical in restoring the state's fiscal health during a period of growth
in state programs and services.

Readers of the oral history should bear in mind that it is a tranmscript
of the spoken word. 1Its 1nformal, conversational style represents a
deliberate attempt to encourage candor and to tap the narrator's memory.
However, persons interested in listening to the tapes should understand
that editorial considerations produced a text that differs somewhat from
the original recordings. Both the recordings and this transcript should
be regarded as a primary historical source, as no effort was made to
correct or challenge the narrator. The conclusions and assertions do not
necessarily represent the views of the Illinois Humanities Council, the
National Endowment for the Humanities, Sangamon State University, or
other sponsors, nor are these institutions responsible for the factual
accuracy of the memoir.




The tape recorded interviews were conducted by Cullom Davis during the
summer of 1981 and spring of 1982, Cullom Davis grew up in central
I1linois, where he returned for a Ph.,D., in history at the University of
Il1linois after his undergraduate education at Princeton University. A
speclalist in American Studies and modern United States history, he
taught at Indiana University before coming to Sangamon State University,
where he is professor of history and director of the Oral History Office,
He 18 active in the oral history profession, wvarious historical
organizations, civic activities and Democratic politics. He is married
and the father of three children,

Jacklie Barnes transcribed the tapes and, after the transcriptions were
edited by Marilyn Immel and reviewed by Mr. McCarter, Linda Jett prepared
the typescript. Florence Hardin compiled the index. Francie Staggs and
Carol Marsghall assisted in the pre~interview research. Marilyn Immel
supervised the artwork, photographic layout and production. The Illinois
State Historical Library provided valuable assistance in the research
effort,

This oral history may be read, quoted and cited freely, It may mnot be
reproduced in whole or in part by any means, electronic or mechanical,
without written permission from the Oral History Office, Sangamon State
University, Springfield, Illinois 62708,
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July 24, 1981, Tape 1, Side 1

Q: The focus of our conversation, of course, is going to be on Governor
Ogilvie and your service to him, John, I think it would be useful to
spend a little time asking you in a reflective sort of way to think about
those experiences and acquaintances and portions of your education which
in one way or another, as you look back on the administration, may have
equipped you or motivated you to serve state government, So, we'll do
that in a leisurely fashion, Let's do it a plece at a time, Maybe
educational aspects that led you to the administration. Okay?

A: My undergraduate education was focused on public and international
affairs at the Woodrow Wilson School at Princeton which was basically
economice, politics, and history. At that time I had thought that T
would want to get into government or into politics or journalism or the
law, something like that,

Q: Yes.
A: My graduate work was in business,
Q: Where was that, John?

A: That was at Harvard Business School, And I finished there in 1963,
and I decided that I wanted to come back to Chicago where I'd grown up.
I remember at the time that a lot of people who were classmates of mine
saying, "I am an electrical engineer, and I will go wherever they want to
have electrical engineers from California to Delaware," Whereas my
orientation was always very much turf-oriented and I wanted to come back



here, So I did with the thought that I would become involved in business
or alternatively become involved in government and politics.

I had done an undergraduate thesis on Richard J. Daley and the Democratic
organization which was not the definitive work but provided a good
introduction to Illinois politics for me, I did it in 1959 and 1960, and
Daley had been elected Mayor in 1955. It was a study of how he had
picked up after the confusion of the Kennelly period and integrated the
political and the governmental authority in a single office, I was
always intrigued with Chicago politics and Illinois politics as well as
having an interest in the business community., I'd worked one summer with
Sears and one summer with Inland Steel Company; my orientation was to
come back here. So I did.

I went to work with Booz Allen and Hamilton in the management consulting
business and the first three years or so that I was there I was doing
business consulting. Then Jim Allen, who was at that time the chairman
of Booz Allen, suggested to me that I apply for a White House Fellowship
which I did. I was selected and went to work for Charlie Schultze who
was the director of the budget bureau in Washington. I worked as
Charlie's assistant and as an assistant to Sam Hughes who was the deputy
director of the budget bureau in Washington.

Q: What. year would that have been?

A: That was 1966 and 1967. I had an office right between the two of
them, Sam was a political appointee, but basically he was a GS18 who had
worked his way up through the ranks, [He] was a marvelous mediator of
disputes, On Saturday mornings I used to traipse around with him,

In the fall the issue that he was mediating was the boundaries of the
Cascades Natlonal Park in Washington, Sam was from Washington state and
he had climbed a number of the peaks out there so he knew the geography.
There were four parties to the dispute. One was Scoop Jackson who at the
time was on the Senate Interior Committee and, of course, had an interest
as senator from the state. Dan Evans was the governor at the time and he
had a representative in Washington. Then the forest service in the USDA
[United States Department of Agriculture], Orville Freeman was secretary
and finally the park service in Interior, Mo Udall,

Sam had a. three dimensional topographic map., We would get in the car
Saturday morning and we'd go from one office to the next with a magic
marker., And it took Sam oh, four or five Saturday mornings doing this,
but the dispute had been raging for years before with all of the
different interests: the mining interests, the ski resort owners, and
the Sierra Club. Everybody was expressing himself on that issue, Sam
was the deputy and I spent a lot of time with him,

Charlie was the director, was trained as an economist, and was
particularly interested in developmental economics and was just a very
electric kind of a guy. So, I worked with Charlie on the overall review
of the budget process that was called The Director's Review in which all
the agency heads come into the budget bureau and review their proposals




with him, For that year, I really got into the detail of how the federal
budget operates, and the fiscal analysis that goes into it as well as the
spending side.

Q: lLet me explore a few angles of that. One, you mentioned Sam Hughes'
ability at moderating different points of view. Your point was that you
learned something from him about how to deal with conflicting points of
view or it was just . . .

A: Yes. Well, a budget bureau or an Office of Management and Budget as
they call it now, to my way of thinking, operates as the staff to the
president., In the case of Illinois [it] is the staff to the governor,
And that institution should have no interest other than the interest of
the president or of the governor. Any one person or small staff of
people like a governor's ataff or president's staff camnnot get mired im
the detail of operating a government from day to day.

There is endless opportunity for conflict between the legislative branch
and executive offices or between one executive office and another,
Somebody has to represent the governor or the president in that process,
and Sam was in effect representing Lyndon Johnson at the time who really
had no particular interest one way or another other than to get the park
going. These factions really had been holding up the Cascades Park for
80 many years that from Johnson's perspective the idea was to get the
boundaries drawn, get the park open and get on with business. Lyndon
Johnson clearly could not devote more than about four minutes of thinking
time in any one year to an issue like that, and so Sam Hughes was the
individual that it came down to. He very effectively represented the
president's interest; namely that of getting the issues settled.

Q: Secondly, in that year in which you sat in on a good many meetings
between the budget office people and agency heads on their budgets, were
you basically an observer or were you doing a lot of work as well?

A: Both, The sheer scope of it was such that I think my time on the
budget reviews was basically that of an observer. There were in the
budget bureau examiners who looked at every program in detail and then
there were cabinet secretaries coming in to negotiate, I didn't have the
time or the expertise to review the budgets in detail nor did I have the
clout to negotiate with a cabinet secretary over his budget.

Charlie did the negotiations and the examiners did the detailed review.
Then later in the year I did get into a number of other issues where my
role was far more participant rather than observer, We did a
reorganization of the federal budget bureau, Charlie had had a number of
ideas that he wanted to see implemented, so I worked on that, And then
there were several additional issues of, oh, there was the attempt to
integrate the commerce and labor departments and I worked on that. Other
issues like that.

Q: Obviously you learned a lot from that experience . . .

A: Yes.




Q¢ « « o and much of it had some application and perhaps some direct
relationship to what you did in Illinois, '

A: Oh, yes,

Q: Let me ask you specifically, as you look back on that federal
experience, what you think you learned about budget review, The do's and
don'ts of reviewing agency budget requests? That is to say in terms of
tactics or strategy of a budget office in reviewing agency requests.

A: I think that one is that you need a process to drive decision making
in the government or in a business. If you have a schedule and you lay
it down and you keep to 1it, there's enormous authority just in that
schedule,

I think another thing of importance is to see everything in financial

terms, and not to allow any agency or university the opportunity of

saying that, "this is such a specialized issue that it does not have

financial implications."” And to use the financial process as a way of

representing the interest of a governor or of a chief ezecutive in any
issue,

I remember in the constitutional debates, Dawn Netsch used a phrase,
"every nook and cranny of state government," and the budget process
allows you to get into every nook and cranny. I believe strongly that
you've got to be able to do that and that clearly was Charlie Schultze's.

I remember one afternoon with Charlie Schultze, we had gone through a
four or five hour review of the Appalachian Regional Commission and he
said to me at the end of it, he said, "Well, okay, how am I doing?" And
I said, "Well you're misallocating your time.," He said, "What do you
mean?" I said, "Well, you just spent five hours going through a hundred
million dollar budget and you have the defense department staring at you
with their spending- level. You know, why allocate that kind of time to
the Appalachian Regional Commission?" He said, "Well, I spent that time
on it because I'm interested in 1it.," I think the same thing with a
"governor or with a budget director, the utilization of that process 1s a
way of expressing a chief executive's interest in public policy.

Q: As you look back on it, what lesson did you learn about the ideal
structure of a budget agency?

A: Well, just that you . ., .
Q: Organization if you prefer that to structure,

‘At + « o+ Well, I really did nothing particularly innovative on the
structure of the Illinois bureau. We basically took the federal budget
bureau structure,  simplified it and applied [it] to a state. It
consisted of three pileces. One was the director's office where people
who were policy level people were housed. Secondly, there was a series
of program divisions where specialist budget analysts reviewed individual
agency programs,




And then third was an office we called "Budget and Fiscal Analysis" which
was directly copied from the federal bureau which had the job of
compiling the budget book, drawing it all together and then doing the
revenue estimating and the fimancial tying the whole thing together in
the form of our analysis of just what we thought we would spend in the
course of the year. So that was just a strict copying of the federal
organization which seemed to me fine,

Q: And that wasn't really at your instigation particularly. That
happened, we're getting a 1little ahead here, of course, because we're
talking about Illinois, But was the structure pretty well laid out prior
to your having . . .

A: No, no it didn't., You see, there was no budget bureau in the state
of Illinois.

Q: I know that, right,.
A: So, there was really nothing. Everything we created from scratch,

Q: So the fact that you knew very well the federal arrangement did have
a bearing on , . .

A: Oh, it was . . . I've never had anything where an experience was so
directly relevant to something that I did later.

Q: Yes, that is a remarkable . . .

A: Majoring in college, or you know, training here in a particular job
that I've had, It was just taking a year to thoroughly understand the
federal process and to have the confidence that there were people there
[who], you know, in the old Knute Rockne phrase, put their pants on one
leg at a time., And that it was not all that complicated, I mean there's
an enormous mystery that surrounds any budget process, but 1it's really
not all that complex., It was one of understanding the technical detail
of how to do it, and then secondly was having the confidence that I felt
able to make recommendationg to the governor and that I had some faith in
my own judgment,

Q: Theory of lessons and that is in terms of personnel. You obviously,
at the federal experience, saw some people who were very effective in
their work and presumably some who were less than effective., Did you
draw any lessons about the profile of the kind of persons you would want
to recruit if you were involved in a budget?

A: Oh, I don't know if I did that explicitly, but the second place that
I went wag back to the federal budget bureau to hire people——in
particular, Steve Phillips, Charlie Schultze had two assistants. One was
the White House Fellow, the jJjob that I was .in, The second one was a
career budget examiner who moved through the ranks of budget examination
and then was chosen to serve as the asgistant to the director.

Steve Phillips was that assistant at the same time that I was the White
House Fellow there, so I got to know Steve very well. He had been an
‘examiner in the defense department. He was an historian from Yale and




was always fascinated with history. He took up budget analysis. So
Steve was one of the first that I asked to come out to Illinois. He came
and brought with him on the first round Brad Leonard who specialized in
trasportation and Paul Kerz who handled the early days of Budget and
Fiscal Analysis and subsequently supervised health and welfare.

Q: So it became a recruiting target for you.

A: Right, Subsequently we turned our attention to the graduate schools
and found Bob Taft at Princeton's Woodrow Wilson School, Troy Murray at
Cornell and Bob Anderson at Syracuse, All emerged in key roles in the
BOB.

Q: I also think in terms [of] just those kind of the ideal type budget
bureau employee. Did you develop any feelings about the kind of person
you didn't want to employ or the kind you did?

A: Oh, occasionally budget bureau people will try to describe themselves
as nameless, faceless bureaucrats who have no emotional attachment to
programs, and I don't think that's true at all. I think they're very
deeply involved emotionally in the programs that they review. Our target
was always to find people who were smart first of all and who had a high
energy level because the hours were long, who were young enough that they
did not have heavy family responsibilities that would preclude them from
working those long hours, who had curiosity about them, and could move
from a hospital financing issue to a higher education financing 1issue
with a lot of flexibility and ease of transition.

Q: Okay,

A: Generally, I guess we were less successful in those cases where we
looked into fields for people who were highly specialized. We didn't
have much success., We could take a budget examiner, age 26 or 27, who
had reviewed budgets or who had basic training in economics and teach him
the health care business far more easily than we could take a 35 year old
hospital administrator and turn him into a budget examiner. We had
enormous success in recruiting both in the first round in subsequent
years,

Q: Okay.

A: In a field in which he might have the functional expertise.

Q: That helps explain the youthful complexion of the budget bureau as it
evolved and we'll talk more about that later. While you were in

Washington, waa there at that time in the Bureau of the Budget much talk
or any talk of federal revenue sharing?

A: I'm sure there was, I don't have any recollection of it,
Q: Okay.
A: But it had been developed enough by the time two years later [when] I

arrived i1im Springfield that it was an issue that we jumped into very
quickly. ' '




Q: Yes,

A: And so I'm sure that it had been discussed,

Q: But you didn't bring that idea from Washington?
A: No.

: In the period between your Washington and Springfield experience it
had become a national agenda,

3 Yes., And our first issue there was not so much to recommend or to
try to promote the idea of federal revenue sharing, it was much more "get
our share" in the formulas that were designed,

Q: Yes.

A; One of the early trips that we took to Washington, I can recall, we
were getting ready to see Murray Wiedenbaum who was an assistant
gecretary of the treasury and was responsible for the revenue sharing
program design of the Nixon administration, We were staying at the
Hay-Adams Hotel and we had breakfast that wmorning, getting ourselves
organized to see what we were going to say. Across the room from us was
John Lindsay who at the time was mayor of New York, and Frederick
O'Reilly Hays who was his budget director. Frederick O'Reilly Hays and
we were always coming up against one another in recruiting for good
people, People were always choosing between New York City and
Springfield. The New Yorkers had a very different idea as to the design
of federal revenue sharing.

First of all, that it should be going to cities not to states, and
secondly that the criteria that were used for deciding who got what
should be weighed in the favor of New York rather than of Illinois, I
recall talking with Lindsay and Hays that morning at the Hay-Adams on the
design. Then, sure enough, as we finished with Murray Wiedenbaum and the
treasury that morning, we left and Lindsay and Hays were right there
behind us. (laughter)

Q: You say "we." Who was part of this group?

A; Oh, it was . + o« I can't remember who all was there. It was
basically John Cotton and I,

Q: Okay. And would this have been in the spring of 19697

A: Yes, it should have been.

Q: All right; One other question about the federal experience. As I
recall, in those years with Vietnam going pretty heavy there was a lot of
talk in the federal budget about affording both guns and butter.

A: Right,

Q: I don't want to draw analogies necessarily with Illinois and we'll
get to this to some extent later, but was that a common subject of




discussion involving you in Washington? The question of how much the
federal purse could afford in the way of severe demands,

A: At the start, this was 1966 and 1967, at the start no. But by mid-
way as we put together that budget for fiscal 1967, it was very much in
discussions and it was very much in the sesslons that we had with the
president., It was very much on the president's mind. Not so much the
financial implications, but just the war in general.

The war grew in the course of that year and I think everybody's attention
to it grew in the course of that year. I can recall, in the summer of
1965, going to summer camp down at Fort Jackson, South Carolina and being
picked up at the gate by a Jeep driver who had a Vietnamese-English
dictionary on the front seat and asking him why he had that and he said,
"Well, I'm going to Nam and everybody from here is going there." That
was the first time that I became aware in the summer of 1965 that it was
anything more than a few military advisors. Then by the time I arrived
in Washington, of course, it was in 1966, very much an escalated war,
But the financial ramifications of it, the whole guns and butter issue,
to my memory became far more identified as an issue toward the end of
that year and then much more in the 1968 budget.

I can recall one time all of the White House fellows went up to New York
City and John Oakes who was the editorial page editor of the New York
Times, was a board member of the White House Fellows. We had drinks and
dinner there, and then went upstairs to a large room where they've got
pictures of all sorts of people around the walls. All of the senior
members of the New York Times were there and they really launched into us
as a group and said that we were short-sighted and that we didn't realize
the mistakes that the administration was making,

As I recall, that was just at the time that Harrison Salisbury had gone
over to North Vietnam. I forget if he was just back or we knew that he
was going or what it was, but at any rate that figured in it., Oakes had
written his first editorials against the war and the other editors who
were there, Rosenthal and Clifton Daniel really went after us especially
after the fellows who were working for McNamara and Rusk,

Then we went back to Washington and by this time Lyndon Johnson was in
the middle of it. We had a couple of sessions with him late at night,
after dinner sessions that went on for several hours and the things that
just came back in my mind was [that] his analogies were very much those
of a western setting., I mean it was "High Noon" and Ho was at one end of
the street and LBJ was at the other end of the street. It certainly was
very much an analogy of power in the American west--the way he was
thinking about the war.

The other thing that I meant to comment earlier on, Lyndon Johnson not
being interested in the boundaries of the Cascades National Park and I
don't think he was. You know, maybe he was manipulating this whole
thing, but I don't think he was., But the thing that he clearly was
fascinated with and deeply involved in was a selection of bombing
targets. He was down to the level of tactical battlefield decisions and
really he had immersed himself in the war and he lost all of his
strategic perspective on it. It wasn't as if he was sitting in the White

































































































































































































































































































