Interview with Mr. Wilfred McNeil
June 7, 1976

Condit: Mr. NcNeil, | would like to capture on tape some of the things you were
saying at lunch. Would you repeat, please, your comments on Secretary Johnson’s
resignation?

McNeil: In the summer of 1950, there was a buildup against Johnson in the press. It
came to a head on a Saturday. | got a call in the office, asking whether it was true
that Secretary Johnson was resigning. | called Steve Early, at Bumning Tree and
asked him, and he said there was nothing to it. Later, that aftemoon, he called
back. There must be something to the rumor, he thought, because he was hearing it
from too many sources.

On Sunday moming, | was with Early at his home. We decided not to call
Secretary Johnson at his home in Clarksburg, West Virginia, but rather wait until
Monday. On Monday moming, Steve and | were in the office at 7:15 a.m., when
Johnson arrived. He knew right away that something was wrong, because Steve
Early never came in until 10 or so. Johnson wanted to know what was wrong. Early,
without hesitation, told him “he had been fired.” (I would have taken half a day).
Johnson said that he would go to the White House to see the President and find out.
When he came back an hour or so later, he said—"You're right. 've been fired.”

Well, there were four of us sitting in the office talking things over—Early,
Marx, Leva, Admiral Davis, and myself. There had been gossip about the
possibility of Symington taking over as Secretary of Defense. It was an accepted
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“fact’ that he wanted it. We asked ourselves, who would be best for the
Department, who would Truman have so much respect for that he could never resist
asking him. That had to be General Marshall. So Johnson's resignation named
General Marshall as the man who should succeed him. “Somehow” it was leaked to
the press. That aftemoon Truman called Marshall. It worked. At least, it meant
getting the best man for the Department of Defense.

Condit: What were Marshall’'s major contributions during the year he was Secretary
of Defense?

McNeil: | guess you'd have to say, his integrity. The Congress and the public really

respected him. That was the main thing.

Administrator was not his forte. Bringing in Lovett to be, in effect, a general
manager made the combination a winning team effort.
Condit: How did the policy of limited mobilization for the Korean War come about?
Did you have any part in the adoption of this policy?
McNeil: There was great pressure for going to a full mobilization basis. A lot of
people wanted to rush into a rapid buildup, convert industry, buy everything in sight.
But, in fact, we did have a substantive stock of some items available from World
War Il

Sometime around the first week of December 1950, | wrote a memorandum
to the Secretary suggesting that we didn’t need to go all out, that the best thing to do
was to move up gradually but do it selectively. We should get what we needed for
Korea and be ready to move ahead rapidly if we had to, but not to rush into more

than was necessary. Later that day, | asked Lovett if he had seen the memorandum.
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He said he had, but didn’t give me the satisfaction of saying anything more about
it—at that moment. Later | found that Marshall had accepted the philosophy.

Condit: What made you worry? Was it Symington’s suggestion for full mobilization

that worried you?

McNeil: Well, Symington, but there was also a great deal in the press too. The Air
Force had just gotten its divorce from the Army, and it took time for them to settle
down. They were seizing every opportunity for rapid expansion in the Air Force,
even beyond their capability to do it.

Condit: Well, when did you know that your memorandum was accepted?

McNeil: When Marshall said, “| want to take this to the Cabinet this aftemoon.”
Condit: That was the day you wrote it? The day you gaveitin?

McNeil: Yes.

Condit: And then did Truman write an okay on it?

McNeil: | assume so. At least Marshall testified to the concept a few days later.
Condit: And Marshall and Lovett stayed with that right on through. Now, while we
are on that, what about the stretch out in 1952 for the fiscal year 1953 budget?
Were you the author of that also?

McNeil: Well, | probably contributed but, | was rather the action agent in carrying out

the agreement between Marshall, Lovett, and the administration. | certainly didn’t
dream up all the ideas.

You have to go back to the philosophy of the organization. In following
Forrestal’s philosophy of organization for the Department of Defense, there needed

to be a mechanism that would provide some intemal checks and balances. If you

Page determined to be
Reviewed Chief, RDD, wlﬁlsc .
:’A;tv E0 13526, Section 3.5

% MAR 0 6 2014

ssified




had one group advocating something, you ought to have another group coldly
analyzing it to see whether you want to buy the whole idea or proposal or not.
Invariably, you come out with different answers because you are on a collision
course on many policies. That's where good solid citizens like Marshall, Lovett,
etc., and as | mentioned earlier a lot of the senior military, show their great value.
Senior military people may make some exaggerated statements in their speeches.
When you present the pros and cons, say, of an extremely rapid buildup, and show
that that is not in the cards, you will find that a great many will accept a modification
although perhaps their speeches may not sound like it.

My concept when | was named the first Fiscal Director of the Navy in 1944—
Forrestal’s concept really—was that we should pull the programs and the money
together and try to point out the weaknesses, etc., etc., so the seniors could make
decisions. My staff and | were accused or charged many times with making policy.
Perhaps we did, but we didn’t develop positions with the idea of making policy. We
did it with the idea of assembling the facts and figures and coming out with a
balance sheet—which frequently dictated policy. We got credit for doing it. But
actually, what we had done was to deal, in the case of the Air Force later—1952—
with the fact that they were not making progress toward a 143-wing force; they were
not even getting above 90, and going over 120 was all you could expect in the next
couple of years. Therefore, they didn't need as much advance authority as they
might have thought a year or two before that. When you make up a balance sheet
and show that they don’t need that authority to achieve ail they are physically

capable of, you can get a policy decision. In fact the decision shows for itself.
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Condit: This morning Mr. Lovett said something about one of the great contributions

of his term being your performance budgeting. | wonder, while we are on this
subject, if you would just like to go ahead into question 4 and talk about
performance budgeting?

McNeil: Yes, I will. First, one of the typewritten questions you sent up here the day

before was about Wilson and his group. |
Hoffman: That is probably my question.

McNeil: Why he was so calm, so apparently calm and unperturbed about the
strength of Russia, and so forth. Is that it?

Hoffman: Yes, sir.

McNeil: Well, it goes back to the balance sheet idea again. As an example, | wrote

a paper in 1959, which the Reader's Digest wanted to publish, but | couldn’t do it !

under my name because it was in part at least State Department business. Senator

Prescott Bush finally used excerpts from it. It was published in the Reader’s Digest

about June or July of that year.” | have only this one copy but you can take it, if you

don’t mind mimeographing it, and you can send it back. | started the article this

way. Reverse the situation: Give us the Russian capability and give them ours. |
wonder how we'd feel? | try to show that certain types of aircraft located in Mexico, !
Venezuela, etc., are not too different from our having fighter type aircraft which could
carry a big weapon in France, Italy, etc. If you pretend you are planning for both

sides, | think you tend to avoid excesses and omissions. It might in some instances

" Prescott Sheldon Bush, “To Preserve Peace Let’s Show the Russians How Strong We Are!” Reader’s
Digest, 75 (July 1959), pp. 25-30.
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force a more rapid buildup; in other cases, it might indicate we are in pretty good
shape—let's don’t go wild. But it also depends on adoption of a basic philosophy.
Are you going to have Defense on a feast or famine basis, as we did before World
War lI? Or are you going to build up a reasonable strength and maintain it so long
as there is trouble in the world? So you adopt that policy. It answers a great many
questions.

Condit: Does performance budgeting allow you to do that?

McNeil: It tends to force decisions based on fact and the exercise of judgment.

Condit: When did it really come into effect, Mr. McNeil?

il: Well, the act, which authorized it, was passed in September 1949 but it

was known that it was a five or ten year job to get the program underway. The
performance budgeting system covers a series of administrative procedures. In this
Department, it is not like an administrative budget for the Department of Commerce
or Labor, where you are just budgeting for salaries, rents, paper, and so forth. It
must cover procurement, maintenance of equipment, maintenance of stations,
operation of ships, aircraft manufacturing, services facilities such as providing post
exchanges, etc., etc.

When | was made fiscal director for the Navy, | wanted to get the basic
planning and funding organization so organized that it become an intemal check
and a balance mechanism and provide a better means of control and direction. |
wanted a procedure so that the commander of a ship would be a customer of the
Navy Yard. As a customer, he would “squawk” at the price or the quality of the work.

While you could have somebody go out and make an examination or have a
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management engineer produce a study, it would never be as effective as to have
the customer riding herd on the shipyard (supplier), having the customer ride herd
on the printing plant as to quality and numbers and price.

That type of thinking gave birth to a part of Title IV of the Amendments to the
National Security Act, which were passed in September 1949. That is really part of
the budgeting process, although some people wouldn’t recognize it as such. Title IV
provides for industrial or commercial-type activities to be organized as commercial
business ventures, which means it is operating under a working capital concept.
First, we got authority from Congress to take money which had lapsed and to bring
it back to life to become the working capital of these “corporate” enterprises. To
establish the working capital didn't cause any expenditures as far as the public was
concerned, but it gave a memorandum figure against which you could write checks
until you could collect from the customer.

The first industrial fund activity started was in the Pentagon basement, the
printing plant. Subsequently, everybody who got printing done in the Pentagon was
charged for it. The printing plant could not determine the numbers of copies they
could have, but it did charge them with the cost of the operation. Immediately,
everybody who wanted printing done had to take a look and see if his own budget
could supportit. It provided a constraint. Up to then you had a budget for printing

but everybody reached in on the shelf and took out what they pleased without
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The first large organization established under the industrial fund was the
Military Sea Transportation Service, which we started out with, | think, about $85

million working capital.

Condit: Was that MSTS or MATS?

McNeil: MSTS. Now comes the mostimportant part. The Army, right after the :

divorce of the Air Force, wanted to do the housekeeping for the Air Force, wanted
to keep all the functions they could. But the Navy didn’t want to do any

housekeeping for anybody else because they felt that any dollar that went into 4
housekeeping meant one less dollar for purely Navy purposes. Some mechanism
such as corporate organization or a working-capital operation, where everybody
paid for what they used, was the only way you could get single service performance,
get a single service to do housekeeping for others.

The minute the Navy knew they would get reimbursed on a tariff basis for the

work they did for the Army, Navy, Air Force, Marines, and State Department, they
gladly would run MSTS. Meantime, Air Force, Army, and everybody was critical of
MSTS because it charged too much. That's exactly the kind of atmosphere we
wanted to create—where every shipper was squawking about the tariffs. And when
four stars and three starts, etc, started to squawk, they had much more effect than a
gold-embossed report from a management engineer. Then instead of budgeting for
200 ships to operate and steam anywhere anybody wanted, you budgeted for the
service you wanted rendered—for moving x tons of material from San Francisco to

Korea, or for carrying so many people. You had flexibility to run things more

efficiently. Page determined to be Unclassified
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Before the MSTS was started, ammunition ships used to be idle in San
Francisco harbor for an average of 50 days as | recall it. Once MSTS got going, it
was so managed that the average layover time was less than four days.

Condit: How far did you carry this forward during Lovett's time?

McNeil: MSTS was started before Lovett. But it was a continuous process. | was ‘
lucky, because every boss | had supported me, and Lovett supported me beautifully.
| brought a copy along of the Committee Report (No. 1064, 81% Congress, Ist |
Session) which—there aren’t many copies around any more—ielis the reasons for [
some of these things. f

Another type of operation, certainly related to performance budgeting, is the
authority to pool funds for a multi-agency task. When | went out to Bikini for the first

A-bomb shot, | couldn’t help but see | had known it before but that series of

experiments provided it—that Army, Navy, and Air Force, practically every activity of |
Government, had some experiment or something going on out in Bikini. Admiral
William H. P. Blandy had 189 pots of money that he used to operate Bikini, 189
different allotments. That's a hell of a way to run arailroad! So | wanted legislation, i
which | got from Congress, which made it possible to dump 189 different pots of '
money into one management fund. When Admiral Blandy’s successor went out to
Bikini he had one “pot of money” to operate the experiment. We got authority form |
Congress to charge each one of the 189 according to the estimated cost of each
activity.

That's important, because GAO could not look behind the distribution. If we

spent $10 million, we distributed $10 million in costs. We couldn’t distribute $11
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million. Because of the competition between entities of the Government, you
couldn’t, from a practical standpoint, charge one any more than a responsible
approximation. You had to prove what you were charging for, but you didn’t have to
get down and worry about the odd cents. This management fund idea really made
so much sense. Well, take a bus line running around San Francisco Bay area. If ,
you had only one bus line serving, Navy wasn't going to do it, Army wasn’t going to,
and Air Force wasn't going to. But you could have one running under a
management fund, picking up all the schbol kids or workers for some activity, and
you could distribute the cost on the basis of head count at the end of the month.

That might be just an example. Any reasonable solution. But again, it ties into trying
to put a price tag on the services rendered or the material purchased.

“Performance budgeting” was in a sense what Hoover labeled it.

Condit: Can | go back to Secretary Johnson for just a moment and my first question.

| have seen what you have told Dr. Goldberg before about Secretary Johnson and |
was very glad to see that assessment. | think it is a more rational assessment of the
Secretary than is the usual case, because he was certainly subject to the press ‘
buildup against him. But how would you assess our military posture at the start of
the Korean War on June 25, 1950, and to what forces would you attribute that
posture?

McNeil: Well, | think you have to go back to the directions that Truman gave
Johnson. That’s been one of the things that the press and the public never
understood about Johnson's efforts to cut back. He was in sympathy with it, but he

did not do it on his own initiative. On July fifth, shortly after Johnson came aboard—
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Frank Pace was Director of the Budget—Truman had the Secretaries and the
Chiefs at a meeting in its Cabinet Room at the White House. Johnson, Early, and |
were there, in addition to service secretaries and the Chiefs. Truman laid out how

he wanted expenditures controlled, expenditures of previous and current budgets

controlled: He put a limit on new obligational authority in the new budget, as | recall

$13 billion, of which half a billion was for stockpiling and critical materials. Not a

solitary Secretary or Chief made a complaint. | objected, because a couple of
things weren't possible. After quite a little argument, Truman said, “Well, you work it
out with Frank Pace.” | did, that afternoon, at least taking the stockpiling out, still
leaving the budget about $13 billion—an effective increase of a half billion dollars.
However, to meet that figure required a lot of cutbacks. This was directed by
Truman.

Condit: This was on fiscal year 1950 or 19517

McNeil: 1951—this was July 1950. '
Condit: July 19507 On both budgets?. ... Both. |
McNeil: No, July 1949. | am sorry, July 1949. That was a pretty sharp cutback. !
Also he set an expenditure limitation. The Navy jumped in right away and made the
program adjustments awfully fast. When you cut back, if you cut back

quickly, the result is minimized. But if you let it drag one-two-three-four-five months
and then make program changes for the last two or three months of a year, it will
virtually wreck you. Navy did it very promptly, but Army didn’t remodel their
programs for five or six months, and as a result programs were seriously affected.
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McNeil: Yes, so they absorbed their—I hate to say “share”—their target. They did

that in less than 60 days. We had 10 months to absorb the cutback. The Army took

months before they got their rework of their plans, and it hurt the Army very badly.

Condit: General Lemnitzer is very bitter toward Secretary Johnson about the Army

cutback.

McNeil: They were, but part of it was their own fault. itis like the New York City
situation now. If you have trouble, you had better get in and fix it quickly; then the
cutback doesn’t have to be as sharp and as difficult to save the same amount of
money.

Condit: Well now, the budget for FY 1951 was set at $13 billion by Truman, if |
remember correctly.

McNeil: $13, maybe a little more. Frank Pace was Director of the Budget. &

Condit: When the war came in June 1950, the country blamed Secretary Johnson

for the cutbacks. Now, | understood that perhaps it was his style of cutting back, that
he was very flamboyant about it. Is that true? ‘

McNeil: This is quite true. | said it in a different way; | said the public acceptance.

Condit: That's true. Public acceptance was nil, wasn't it?

McNeil: | am sure he sympathized with Truman, so he didn’t object too much. But |
Truman was the one who directed the cutbacks. ;
Condit: Well now, when Johnson testified before Congress, he said something to %
the effect that the country was in better shape to move ahead, to mobilize. It wasn't '
in a better readiness posture, but it was in better preparation to mobilize than it had ;

been for years. Would you agree with that? Page determined to be Unclasﬁiﬁed
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McNeil: Well, it certainly was true compared with the times before World War | or I1.

Condit: What about from 1946 on?

McNeil: No, | wouldn't think so.

Condit: We were less prepared in 1950 than we were in 19487

il: Notin degree, butin numbers, yes. There had been a pretty sharp cutback

in numbers since 1948,

Condit: So you really wouldn't buy Johnson’s statement to Congress?

McNeil: No. But overall, you were in pretty good shape from the standpoint of
materiel because of what was left over from World War II. As far as Navy ships
were concemed, they were practically all new. Ships—good for 20 to 25 years—

had only been at sea for five or ten years, so that you were in better shape than you

r
|

were before World War il. You didn’t have to get certain kinds of artillery, rifles, etc., j

but the Army was pretty well in difficulty as far as numbers of personnel were |

concerned. :

Condit: To what do you attribute Truman’s passion for economy?

McNeil: Well, | think there were a lot of people who agreed on a balanced budget,

and he didn’t think, as Forrestal did, that we were still in trouble in the world.

Condit: Did you feel that the Services were able to use the money efficiently after

the war started?

McNeil: To a degree; that is all relative. | don’t think they bought many things they
didn't need. | think that all of us probably went along with more money for the Air
Force than they could properly use in 1952 and 1953. That article right there gives

a little explanation of it. The Air Force was heading for a 143-wing air force at the

Page determined to be Unclassified
Reviswed Chief, RDD, WHS
IAW EO 13528, Section 3.5

Date  WAR 0 6 2014




14

time, which we thought, was a little strong. Anyway, it was a target and we knew that
we wouldn't reach it for two or three or four years. But when we got along into 1953
they had only gotten to a point where they had a force of 93 wings, some of those
still not in readiness condition. The interim goal was set at 120 wings, which was a
cutback. That, plus the fact that they hadn’t got as far in 1952 and 1953 as was
originally planned, meant that they had excess obligational authority or buying
power. That was the reason for the cutback in 1953.

Hoffman: | would like to pursue that. That budget was the one you designed

originally. Why was the excess authority allowed to remain in there in 19527
McNeil: Well, obligational authority held in reséwe doesn’t cost the taxpayers any
money, if you have it under control. And this was pretty well under control. This was
a decision under Truman, once the Korean War started, not to take any action to
remove the excess. The excess developed gradually, slowly, because the Air Force
was certain they were going to have 120 wings right quick. They were certain that
Boeing, etc., etc., were going to come through a little faster than they did with the
design. This indicated any number of facets of the Air Force operation; they just
didn’t get organized quickly. The Chiefs, the Secretary of Defense, and men of my
own rank were influenced a bit, thought they would get along a little faster. The Air
Force was a new outfit, and they didn’t have the necessary internal logistics support.
The old Signal Corps of the Army used to do their buying for them, remember? |
think we probably all thought the Air Force was more competent to get things done

than they really were.

ndS
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Hoffman: You were the author of the precise figure that was put in between the

revision of FY 1954 budget and the initial 1954 budget?

McNeil: Oh, 1 am sure, but it wasn't a final figure. It was a result of a current look, j

rather than it was trying to make a final precise figure. After that, we got to the point l
where we again had budgets for the future. They were based on target plans and
figures, yes. But not at that time.

Hoffman: Well, each year, in the office papers of the Comptrolier’s office, | have

come across a figure that would come down from the NSC, sometime in November
usually. A precise, allowable defense spending figure. Now, | am wondering who
was the author of that. Were you the author, the Bureau of the Budget, Secretary
Humphrey?
McNeil: |would say that the NSC staff—Bob Et were primarily responsible but we
weren't paying too much attention to them. That was after the fact, because actually
most of the work had been done before those figures were gotten together. It
disturbed me very much that they did planning in this order. To me the time spread :
from initial planning and the translation of such figures into budget terms was entirely |
too long. The year in which you were going to operate was 18 months still in the &
future. That's the reason | got the Director of the Bureau of the Budget to assign his
budget people to the Department of Defense. You knew that happened, didn’t you?
it was the only Department in the Government to do that. We sold the President on
the idea of allocating 30 or 40 people from the Bureau of the Budget to the
Department of Defense to shorten the time between plans and budget submission

to Congress. They were afraid they would be seduced, but we reassured them that
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they would have “keys to the safe” and know whether we were trying to unduly
influence them. According to the law, you know, the budget is supposed to be
submitted in September. By doing this DoD didn’t have to submit a budget until
December. That was done in order to shorten the interval between the time you got
your authority and the time you used it. If you could get it out of Congress on time in
early spring and final planning had been done in November/December, that meant a
shorter time between planning and program implementation.

Condit: Mr. Lovett has written more than once that the budget process was one of
the major means by which the Secretary of Defense could control the OSD. How
does that work?

McNeil: it is very simple. The Secretary of Defense or Secretary of a Service can
sign directives till H— freezes over, and not much will happen. But to shut off the
faucet is a sure way to stop something; or if he fumishes money, it is a sure way to
help it along.

Condit: How much authority does the SecDef have to stop the money?

McNeil: Virtually complete. More than they ever exercise.

Condit: He can just tell them not to use it?

NcNeil: Sure. Don't allocate it. Now they are getting to a point in Congress, of
course, where Congress is questioning the apportionment process. The President
doesn’t have as much authority under fhe apportionment process as he used to
have.

Condit: | can see the President, but | didn't realize that, in addition to the President,

ifig
the SecDef could apportion. That's what | didn’t know. g:ﬁemmﬁwgéev?ﬁ?m
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McNeil: I'l tell you a little story. Shortly after the Unification Act was passed, the Air

Force operated as if everything they did was secret, top secret. They had a lot of
fun classifying material of an administrative nature. When they were up before the '
House Committee on Appropriations in 1950 or thereabouts, Congressman Harry
Sheppard was trying to get them to put on the record what they did out at San |
Bernardino on the Safety Board. They said they couldn't tell him because it was
classified. This went on for about an hour. Meantime, one of the clerks of the
committee called me and said, “You got troubles up here. The Air Force is in
trouble with Taber and Cannon and the committee and they won't talk.” | said,
“Okay, ' come up.” Just as | arrived, John Taber—did you ever hear of him?—
Condit: No.

McNeil: He was the senior Republican on the committee. He squirmed out of his
chair and he said, “Gentlemen, you may be right. Maybe this committee doesn’t

have any authority to look into such operations. We are interested only in those

things that take money, and if this takes no money we have no interest.” The next j
day there was a truck backed up under the steps of the Capitol and about three tons |
of reports on San Bemardino were delivered to the committee! Thatis a true story.

Condit: Can the SecDef on his own say the Air Force won't get money that the

|
Congress has appropriated? Although Congress is now raising questions about it. |
|

McNeil: We used to do it. We used to do it frequently.

i

|
e
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McNeil: Well, it was not done without his knowledge. He may have not known the
exact figure.

Condit: |see.

McNeil: Forrestal understood that.

Condit: In wartime it is harder to exercise that, isn't it?

McNeil: In the first place, no Secretary would be irresponsible, he wouldn't cut off
funds just for the fun of it.

Condit: No, he would realize he had a possible fight on his hands.

McNeil: Sure.

Condit: How did wartime affect that? Didn't that change the relative power position
of the Secretary and the Services?

McNeil: War changed the amounts more than the procedure.

Condit: He would have to cut off more before he would have any power?

McNeil: Yes. For example, consider an allocation to the Air Force and the Bureau
of Aeronautics. You might allocate 80 percent and withhold 20 percent, until they
got a flying-hour program approved. Their original flying program might have been
50 hours per pilot per month, and maybe it developed that 35 hours was just about
all they were going to have this year from the standpoint of the availability of aircraft
and the necessity for training. This apportionment process is really quite a powerful
process. Forrestal understood the need and use of it. Lovett and Wilson did too. |
don't think some of the others quite understood its use as a management tool.

Hoffman: You really used that apportionment process quite vigorously in the overrun

problems associated with the FY 1957 and 1958 budgets. Infact, looking through
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the period from early 1957 onward, you began to have trouble with Brundage. He

cut below the various apportionment figures you wanted, which were pretty much
austere figures to begin with.
McNeil: We had problems with the apportionment process right along.

Condit: Where does NSC 68 fit into the Korean War years? How far did we try to

implement NSC 68 in addition to fighting the Korean War?

McNeil: Well, | am a little fuzzy on that, on the exact impact of that now. NSC 68
was kind of a target, not necessarily something we were going to achieve at any
exact date. Itwas kind of a target we wanted to get to at the end of the road
dependent in part on the availability of funds, but there were a lot of detours getting
there.

Condit: That represented a new look at the possible threat of Russia to the United

States and our comparative position?

McNeil: The big change in strategic concept, | guess you would call it, was in 1953, ;
when Eisenhower named the “good new Chiefs,” as the press called them. One of

the first things done at that time was to send the Chiefs down the river on the

Sequoia for four or five days, with the idea of their coming back with an agreed
philosophy and possibly a change in concept, hopefully with an agreed upon plan. It
didn’t quite come out that way, but the net result in trying to determine priorities was |
to ask, “what was the most serious threat we have?” That would be the nuclear
threat. So there was an increasing emphasis on the Strategic Air Command and
Air Defense. Increased emphasis on those, and lesser emphasis on ground
support operations. This was primarily for the reason that you probably weren’t
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going to maintain year in and year out in Europe and elsewhere a three-million-man
army, but you would put a high priority on air power by being able to retaliate to save
yourself from "disaster.” It was felt that, in the case of ground forces, you probably !
would have more time to develop and work out requirements as to numbers of men,
supply training, and so forth. That was probably the biggest change under lke— |
when lke asked for a new or current concept.

Now, Radford, Chairman of the Chiefs, knew what that meant. So did the Air
Force. Army never quite understood what that meant or did not choose to. |
remember that General Ridgway came up one time with several of his staff, quite

provoked about our action on the Army program. | said, “Listen, you were there

when we took the Chiefs to the White House and explained the concept to lke.”
When the new Chief got back from the Sequoia, Mr. Wilson took them to see lke |
who spent three hours questioning them and talking about it. Ridgway finally said, “I
thought that was just an exercise. To implement the concept | reduced Army buying
by 5,000 trucks. This was an example of this new philosophy that Ike and Defense
agreed on.” In our staff work, we were merely carrying out the agreement, which had
been developed by the Chiefs and approved by the President about July 1953 (it
might have been June). While the paper itself didn’'t say so many airplanes, so
many troops, and so forth, there was a philosophy that somebody had to interpret
into numbers. We did that, and we caught hell for a while, but it was the philosophy
that had been agreed upon.

Condit: Well, that was the problem of postwar cutting back. What were your I
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McNeil: Well, | recall one budget, | forgot which year it was, that was submitted for
$104-106 billion. It wentto Congress in 1954. Some people thought that was
evidence of a very silly operation that is permitting the submission of plans that
could not have been financed. | never worried too much about such criticism; |
always thought the smart thing for Defense to do (and still think so) was to list

everything they might need. Then go down and start culling out the weak items. Itis

one way to establish priorities. !

Itis just this simple: When the war was over | had a 1941 Oldsmobile. It had |
a hole in the floor mat where my heel rested from the accelerator, the bumper was |
bent, and so forth and so on. | went out one Sunday morning and made a list of all %
the things that dam thing needed, and it would cost about $500. | wasn'’t going to
spend that much on an old car, so | came out with a $103 total bill and drove it for

two years more. Well, the tooth was off the low gear but | never used the low gear

anyway, | always used second, so | didn't have to fix that. | straightened the bumper.
| used mastic for my rubber mat. So | came out with a fraction of the cost. 2

Condit: You sound like Ron and me.

Hoffman: | have a car with a hole in the muffler right now.

McNeil: No, but | recall a lesson | learned right at the end of the war (1945). Admiral

:
George F. Hussey, Jr. was Chief of the Bureau of Ordnance. At thattime the E
proximity fuse was one of the great new ideas, and it really was a very important k
thing. But there was still development work to do on it, although it had been used in
the fleet for a couple of years. Atthat time, to live up to the President’s limited

spending and so forth, we had used the allocated target; and the Bureau of
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Ordnance didn’t have a single nickel for the further development of the fuse. Well,
we got that fixed. But if he had been “pemitted” to list everything he thought he
needed, that would have been on the list. As | say, we caught it, and there was
money in the budget for it, and development continued. But somewhere up through
that pyramid structure, it had dropped out.

Condit: Thank you very much, Mr. Secretary. That is the end of my list of questions
and | will defer to Ron Hoffman now.

McNeil: One more thing, about your performance budgeting. The Army in all its

history never had its common leased property under financial control. Starting back
at the time of the Spanish-American War, the Navy had a small fund of about $200
thousand for “papers and pencils,” which they then charged to the user. During
World War | that got to be a pretty big Sears-and-Roebuck type of operation, where
stuff on the shelf was charged to the fleet or whoever used it.

We got authority in Title IV of the National Security Act to require that all
property be kept under money control and that common use property be kept in
what is known as stock funds. One reason for the name is that some people in
Defense, in Navy in particular, knew what that meant. It meant that all common use
supplies, like paint and so forth, would be under control of the “Sears, Roebuck
Corporation” in each Service. For anything taken off the shelf, or if Navy got some
stuff out of an Army warehouse, the user had to pay. It was charged to that project’s
operation for that year. See what | mean by the so-called performance budgeting?
We were trying to get everything charged to the user and for the purpose it was

used. We were trying to get such efficiency into the place that a guy at Bolling Field
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who wanted to build something or repair something could draw 2,000 feet of lumber

and be charged for it. Then if he used only 1,000 feet and he took the other 1,000

feet back and put it in the store, he would get credit for that. You no longer would
have stuff sitting around unused, because you would get credit for it if you took it
back to the store. All this without any supervision and without any argument
because it is self-auditing—the customer squawking about the supplier and the |
supplier annoying the customer. It is always two-dimensional.

Condit: This started in the Navy, then?

McNeil: It started in the Navy in a small way, then we expanded in the Navy, and
then we got it into the Army and pretty well into the Air Force. But not quite. Air
Force didn’t want somebody to know quite what flying hours were costing, so they
were slowest to get on with it.

Condit: General Lemnitzer has told me to ask one more question, and that is, what

should | have asked that | haven't asked? He told me | had missed out on the right
question when | finished his interview; so now | always ask. |
McNeil: | happened to write that report, for Carl Vinson in the House, that tells the |
story of the financial structure (No. 1064). | consider that very important. Each time |
get a new batch of people around here, | go around and peddle it, not because |
want to run things but just to show them what authority they do have. But some of
them aren’t using it.

Now they have got some new wrinkles in Department of Defense budgeting
and that is the DSARC outfit (Defense Systems Acquisition Review Council). The

DSARC is nothing but an organization to go over weapons systems. Well, we used
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to do that too, only we didn’t do it formally. We used to get the ideas of the
Research and Development Board, or go down to the old Munitions Board
chairman or somebody. In fact, we used to do it in our shop, but we didn’t do it all
ourselves. For example, we had lunch with John B. Macauley down at the Research
and Development Board to get ideas on missiles.

I will tell you a story. We are having trouble with the Army and the Redstone
Missile. Nobody objected to their going ahead and trying to develop a missile, but
the Army wanted to really equip themselves with a short-range missile, which they
called mobile. 1t wasn't mobile, it wasn’t even moveable, because it took a truck
train about 40 miles long to support four missiles. And after you got liquid oxygen,
you couldn’t charge and arm it for several hours. It only had a range of 150 miles,
and it really was a bad thing. Things had gone on pretty fast, because meantime
solid fuel had come along and was possible.

| remember, Mr. Wilson and | went down to see lke in Augusta, which we
usually did a couple of times each year. At the end of that, | told Mr. Eisenhower that
the Army had made a claim on this (Redstone), and | had stricken it out. | said, |
“When we get back, | am going to leave it out, but | will encourage the Secretary of !
the Army and Chief of Staff to come over and squawk and make an appeal. | want ‘
you to hear this story.” He said, “Well, no, if that’s the case, take it out.” | said, i
“Okay, but | think they can do this: It really is possible to have a solid fuel missile that i
weighs 10,000 pounds, that can be broken into three parts, so that it is mobile and
can be trucked, because solid fuel is ready to go any time.” Ike said, “You can?” | 1

said, “Yes, | am told it is possible.” He said, “Well, do you want to put some money |
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onit?” | said, “Yes.” “How much?” | said, “Oh, | guess $10-12 million would get it off
to a good start this year.” He said, “Okay.”

I came back and went down to see Secretary Brucker, Secretary of the Amy.
| said, “Mr. Brucker, | told you that Redstone wasn't in the cards: | just talked to the
President about it, and he agrees to taking the money out of Redstone.” He went
through the “overhead,” but he came down in a little while. And | said, “Listen, you
have a great opportunity with this solid fuel missile, because it will have a range of
250 miles, with a growth to probably 400 to 450, and it is truly mobile. Why don't
you get out your book of Greek mythology and let's get a name for it? | have to tell
George Mahon (House Appropriations Committee) tomorrow moming about what
we are going to do, and that the Army is going to do this. | would like to get the
Army name in there, standing in line, you know.” Remember the missile we had for
anti-aircraft—the Army Nike, the Hercules? He said, “We are not going to use
Greek mythology any more.” “Well, | said, “call it the Black Jack if you wantto.”

That afternoon we had a meeting with all the Secretaries and Chiefs to wrap
up the budget, and Brucker must not have thought | was there; | was sitting at the
end of the table. Brucker had a little paunch, you know—patted his arms like this—
and he said, “Gentlemen, | have an important announcement to make. We have
decided to discontinue the Redstone missile. We now have found we can develop
a missile at 10,000 pounds, using solid fuel, with a range of . . .. There are people
who want us to name it the Black Jack, but we are not going to do that. We have

decided to name it the Pershing.” And that's the Pershing missile we have got

today. That's a true story. That's budgeting! ggs&aztgz?‘gggdntg&%uﬁg339““"’
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Condit: That unbelievable.

McNeil: That's the way you make good decisions. When | made decisions | made
them look as if they were made arbitrarily, but they were not really. That was after

long discussion.

Hoffman: What about the decision in 1957 to cut 100,000 men out of the Army’s

Fiscal Year 1958 budget. Was that your decision?

McNeil: No, | don't recall that specifically.

Hoffman: The FY 1958 bil was already in conference, and it was very late. That
was the budget that took so long to get through. In fact, that was the year the legal

authority to budget ran out, went past June 30th.

(Note: This document represents McNeil’s corrected version of the first 43 pages.)
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i July 29, 1976

-
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Mr. Wilfred J, McNeil .
Cannon Point North - #56
25 Sutton Place gouth

New York, New York 10022

Dear Mr. McNeil:

Buclosed is & transcript of the interview with you on
June T by Mrs. Condit and Mr, Hoffman., It 18 a lengthy one,
but I hope that you will find the time to review and to make
vwhatever changes you deem necesssry and desirable, We shall
then retype the transcript, incorporating your changes,and
send you a finel copy for your files.

Mrs. Condit and Mr. Hoffman are most grateful for vour
hospitality and your help. Permit me to express my apprecia-
tion on behalf of the OSD historical program. Interviews of
this kind will be among the mejor sources used in the prepara-
tion of the History of 08D,

Sincerely,

Encl Historian, OSD
a/s :
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Interview with
Mr. Wilfred McNeil . ?
June 7, 1976

CONDIT: Mr. McNeil, I would like to capture on tape some of the
things you were saying at lunch, Would you repeat, please, your
caments on Secretary Johnson’s resignation?

McNEIL? In the summer of 1950, there was & buildup ageinst Jolmson

in the press. The prese-steasbed-it. It ceme to a head on a Saturday.

-

I got a call in the office, asking @é whether it was true that

44 6&;!’1« iny —ﬂrEé’
Secretary Johnson was resigning. I called Steve Earl:; and asked him,

and he sald there was nothing to it. Later, that afternoon, he called

/nt back. There must be something to the rumor, he thought, because

dant
L e A S A
MA M /&‘- £ s WMWW o L MM#P‘
T On* Mo morning, Steve and T were in ~mm Tice at T:15

$
he was hearing it from too many. sources. é ¢ qe Ly Trave. Lo éfm ‘{'
|
!
a.m,, when Johnson arrived. He knew right awasy that scmething was }

wrong, because Steve Barly never came in until 10 or so. séntt
lamm Ho Lty iu«, wlont Wﬂm‘*
& 8 told him wighbw=eff he had been fired.
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(I would have taken half a day.) Johnson said that he would go wwer

to the White House to see the President and find out. When he came

i M”fn%

ba.ck,rhe said -- "You're right. I've been Pired.”
Well, there were four of us sitting in the office talking
thinge over ~- Barly, Marx leva, Admiral Davis, and myself. There

" had been gossip about the possibility of Symington taking over as

r' »
H wrt b Alephin frct et
Secretary of Defense. He bad-adsweys wanted it. - We asked ourselves,

who would be best for the Depertment, who would Truman have so much
respect for that he could never resist asking him. That had to be
Genersl Marshall. So Johnson's resignation nemed General Marshall
a8 the man who should succeed %&Tﬂ Re?ut-it—-ia—t&m—&mbté
Teumer—end "somehow” it was leaked to the press. That afternoon
. et

Truman called Marshall. It worked. At least, it saved—a—dibtde-bit
¥y getting the best man for the Defense Department.

CONDIT: What were Marshail‘s major contributions during the year

he was Secretary of Defense?

McNEIL: I guésa you'd have to say, his integrity, The Congress,
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the public really respected him, That was the main thiné.
| O o el i
Hewﬂdministram in Lovett to’
d{c{::‘ %ﬁ, b Gumens fhorogin el fatiad
W%cﬂwk@n}iﬁawﬁ’mgw’ ‘
CONDIT:  How did the policy of limited mobilization for the Korean :

war come abcﬁt? Did you have any pa.rt.in the adeption of this poliey?

MeNEIL: ‘There was i&&tef pressure for going Q & full mobiliza-

tion basis., A lot of people wanted to ge-emé rush into a rapid

EOUpnd bl s1hinobry , |
buildup, Buy everything in sight. But, in fact, we did have & }st
A i

of-Fefiover stocki ,a.vailable fww vt W T ' ;

Sometime da-er arcund the first week of December 1950, I

wrote a memorandum to the Secretary suggesting that we didn't need

to go all out, that the best thing to do was to move up gradually. Ok
do (b Arlectuis
We should get what we needed for Kores and be ready to move ahead ‘

rapidly if we had to, but not to rush into more than wss necessery.
Later that day, I asked Lovett if he had seen the memorandum, He
said he had, but didn't give me the satisfaction of saying anything

_m:oré about it -- at that moment, Tater I found p\ﬂ./ that Marshall had
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accepted the philosoi)ﬁy.
* ¥ ¥ K ¥
CONDIT: What made you worryt? Was it; Symington's suggestion for
full mobilization that worried you?
, o
McNEIL: We{Ll, Symington, but-#% was alsc & great deal inkthe press
too. The Air Force had just gottén its divorce from the Army, and
it took time for them to set;ble down. Tﬁey were seizing every
opportunity for rapid expansion in the Air Force, even beyond thelr
cepability to do it. |
CONDIT:  Well, when did you know that your memorandum was accepted?
McNEIL:  When Marshall said, "I want to take this to the Cabinet
this afternoon,”
CONDIT: That was the day Ayou' wrote it? The day you gave it in?
McNEIL:  Um-hm. {49
CO@IT: . And then did Trumean write an okay on 1it?
McREIL: I assume so. At least Marshall weat-up—amd testified to
cavecer” ¥ Litipm

te=tn the newt few days ow—tuaeeks.
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CONDIT:  And Mershall and Lovett astayed with that right on through.

Now, while we are on that, what about the stretch ocut in 1952 for

the fiscal year 1953 budget? Were you~£he suthor of that also? ’
l

Bebahly Condntwtve ok a fd :

McNETIL: Well, T i it, I was/the action '

) adrgunion ont>
ke Cammg ey et 2K pinrdt ’ﬁf
agent o bat-#here—-msﬂ agreement between Marshall, Lovett;— Ist’s

!

i

Crfbants
say.T.wewdd e the action agentTalthHOUg® I probably didn't dream up

all the ideas,

You have to go back to the philoéophy of the orga.nigation.

In following Forrestal's philoéopby of organization for the Depart-
ment of Defenge, there needed to be a mechanism that would give m/a"‘"""b |
. some internal checks and balances. If you hed one group sdvocating

something, you ought to have another group coldly analyzing it to see

: ] Ades o Arrp oS il . ‘
whether you want to buy the whole 4himg or not. Invariably, you |

: Aot
- come out with different answers because you are on & collision
course on many policies. That's where & good solid ci‘bizerflike

Marshall, Lovett, ete., and as I mentlioned earlier a lot of the

S i it P o, i
senior military, «. Ty wake some #dld
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statements scuwddmes in their speeches, ﬁf—%on—gm—get—ﬂghb down
tobusiness—bhey—are—pretly solid citizens. When you present the
pros and cons, s8y, of an extremely rapid buildup, and show that
that is not in the cards, you will find that a great many paaple
B . e b

will sccept h perhaps their speeches may not scund like it.

" . My concept when I was nemed the first fiscal Qirector of

we 1A%
the Navy}-- Forrestal's concept really -~ was thet we should pull
the programs and the money together and try to point out the
weaknesses, ete., ete., 80 the senlors could make decisions., We (&
were accused or charged many times with making policy. Perhaps we

. w{ I o

did, but we didn't de=it with the idee of making policy. We did it
with the idem of assembling the facts end figures and coming out with

a balance sheet -- which frequently dictated policy. We got credit

for doing it. But actually, what we had done was to deal, in the

case of the Alir Force later -1952 - with the fact that they were not making |

progress toward a 1%3-wing force; they were not even getting above

90,A and golng over 120 was all you could expect in the next couple
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of years. Therefore, they didn't need as much advance authority

as ’they might have thought a ye& or two before that. When you

meke up & balance sheet and show that they don't need that authority °
to achieve all they are physically ca;pable of, you can get a policyt
youw decigion. In fact, the decision shows for itself.
CONDIT This morning Mr. Lovett said something about one of the
great contributions of his term being your performancé budgeting.

I wonder, while we are on this subject, if you would just like to
go ahead into question U4 and ta.lk about performance budgeting?
MeNEIL: Yes, I will. wﬁggrxe of the
typewritten questions you sent ub here the day before was about
Wilson and his group.

HOFFMAN: That is probably my question.

McNEIL: Why he was so celm, so apparently calm and unperturbed
about the strength of Russia, and so forth, Is that it?

HOFFMAN:  Yes, sir.

;J.L& 40 A WM 7
McNEIL: Well, it goes back to the balance sheet ke.ga.in. FW‘J
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N ‘ .
am in 1959 which the Reader's Digest wanted to publish, but

|
iy Ay Wl w frand s Leas> |
oot | -

I couldn’t do it A‘Pecause it was peaXly Btate Department business.’

oot Al _ ‘ W pudte
Pres Bush finally igned excerpts from it aesd it n

Reader's Digest, about June or July of that year.® T Ws

one copy but you can take it, if you don't mind mimeographing it,

o al
and you can send it back., I started &this way. Reverse the situation:
Give us the Russian cepabllity and give them ours. I wonder how
we'd feel? I try to show that certain types of aircraft located in
Mexico, Venezuela, etc., are not too different from our having
fighter type aircraft which could carry a big weapon in France,
Italy, -etc. If you pretend you are planning for both sides; I think

it-woudd-prevent-you-from-vetng—silly. It might in some Ihstances

force a more rapid bulldup; in other cases, it might indicate we are
, alie

in pretty good shape -- let's don't go wild., But it &2 depends on

adoption of a basic philosophy. Are you going to have Defense on &

feast or famine hesis, as we did before World wai"II? Or are

¥FPrescott Sheldon Bush, "To Preserve Peace let's Show the Russians
How Strong We Are!" Reader's Digest, 75 (July 1959), pp. 25-30.
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you going to build up to a reasonable strengtﬁ snd maintain it - .
so long as theré is trouble in the world? So you adopt that dfe’
thingy-that.one policy. At answers a great many questioms. - i

CONDIT: Does performance budgeting allow you to do that? ‘ |

‘I! ¢ B f'=z’ﬁ LHA
McNEIL: m&mfm .

CONDIT:  When did it really come into effect, Mr. McNeil?

McNEIL: Well, the act which authorized it was passed in September

Pap e

. 1949, !’e:rfoma.nce budgetingﬁﬁon—#—em—tee—mmh——Wame

_i(m.a A Wﬁwm

of 1, Actually, the-budgeting Bystem covers & mamber—ef—things.
A o Pap i

y It is not like an administrative budget for the Dapartment of

Commerce or Labor, where you are just budgeting for salaries, rents,
. - ; 1
It himt Lo ias d“w‘-h-n '7““*""““'7 ¥ L

I wanted to get. the basic npawed organization so organized that it

become an internal check and balsnce
]
_ MM g G Fniting B Erdrt Cound dprsct s,
UAT b
mechanismé/ I wented be put—it so the-commenders—y- commander of a
. o W

[ e
hip of the Navy Yard gWould be a custmr:l

4 ]
As & customer, he would squawk at the price or the quality of
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work. While you could have somebody go out and make an examination

K AL WH;M ‘
or{ engineer produce a study, it would never be as effective as to
{4

i , : Csupptacr)

have the customer riding herd on the shipyar?r‘?ﬁv:lng the customer g

ride herd on the printing plant as to gquality and numbers snd price.
That type of thinking gave birth to a part of Title IV of the

Amendments to the National Security Act, which were passed in

ww&@. That is really part of the budgeting process, although-

sametgmes people wouldn't recognize it as such. Title IV provides

- - . Fronen
“Te = W s Conumririias "‘4 i P
for industrial or commercial-type activities, which means it is

ppuilaiia eilmilis & ot

N working cap:.taal N you just

repair-work,-ete., etc., First, we got authority from Congress to

teake money which had lapsed and to bring it back to life to become
v Fl

the working capital of these corporate enterprises. To establish

the working capitel didn't cmuse any exﬁendi‘bures as far as the

public was concerned, but it gave & memorandum figure against which
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you could write checks until you could collect from the' customer,

The f’:{.rsit industrial fund activity started was in the’

Pentagon basement, the printing pla.nt.. m&i%g?' who got printing -
- A

done in the Pentagon wae charged for it. The printing plant O Could

not determine the numbers of copies they could have mw-anybhing

t r
elkee, but it did charge than}\ the cost of the operation. Immediately,
everybody who wanted printing done had to taske a look and see if

At b PaPronit,

his own budget could support it. It m«—mtrmmarge
badget., Up to then you had a budget for printing but everybody
reached in on the shelf-and toock out what they pleased without
accountability.

The first lerge organization established under ‘the
industrial fund wes. the Military Sea Transportation Service, which we
started out with, I think, sbout $85 million working capital.

CONDIT: Was that MSTS or MATS?

McREIL: MSTS. Now comes the most importent pert. The Army,

right after the divorce of the Air Force, wanted to do the
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housekeeping for the Air Force, wanted to keep allg{‘:hey could,

But vthe Navy didn't want to do any housekeeping for anybody else

because they felt that any dollar that went into housekeeping meant ~

Yy gt

ALt v furada ‘
th-at-—ﬂrm. one less'(@:qa,_aummﬁng. Some

mechanism such as corporate organization or a working-capital
operation, where everybody paid for what they used, was the only
way you could get single service performance, get a single service

O1hELS
to do housekeeping for evsrystly=8iee.

The minute the Navy knew they would get reimbursed on
a tariff bé.sis for &1 the work they did for the Army, Navy, Air
Force, Marines, State Department, they gladly would run MSTS.
Meantime, Alr Force, Ay, and everybedy was critical of MSTS

because it charged too much. That's exactly the kind of atmosphere

we wanted to create.-- where every shipper was squawking about the

‘tariffs. And when WM and
ree stars and m_ﬂmﬁ, started to squawkhhey hed much more
et P T

effect than a gold-embossed report from a management engineer.

Y

o e e

— - ———

. s -

i e
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Then instead of budgeting for 200 ships to operate and steam
anywhere axiybody wanted, you budgeted for the service you wanted
rendered -- for moving x tons of meterial from San Francisco,fv

Korea, or for carrying so msny people. Ifweu-hed-a-few-extra

You had eCHpImbe flexibility to run things cheepdy. vacee 7"

Before the M3TS was started, smmunition ships used to
be idle in San Francisco harbor for an average of 50 days as I
recall it. Once MSTS got going, éﬂ so managed b that the average

layover time wag less than four days. JusdbecnusSes-ma—codense]l had

to Jus

(comtra—Costa, Lalifernia)-cn-s—eertain-day! He had previously
always -étpecunted it and gaid ik S Y @t b O~ saree
aelceT AT SEE we W b s~be sure.” Bubdhece it had to be

paid for, he didn't care albdwi gettipe it there two weeks, a month

shead. All he wanted to dgefas to have 1t %igd up when he needed

PP :
i%; 80 he was myelf more careful about hayg dee-scheduled, guld
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(SO PR A A S - W

CONDTP: How far did you carry this forwerd during Lovett's
time? o ’ * -
McNETL: MSTS was star#ed' before Lovett. But it was & continuous
| process. 1 was lucky, becanse every boss I hed suppor.ted me, and '
Lovett supported me beautifully. I brought a copy along of the
Comit£ee Report (No. 1064, 8lst Cong., lst Sess.) which -" there
gren‘t wmany copies around any more -- tells the _reasons for somé

of these things.

N,ex’ﬁis Koother type of operstion, certainly related to
_ % %anwiﬁwkﬁawmw&‘ﬁ?ﬂ‘?
performance budgeting, sametyps of Lkimyg. Whe}x I went out to . P
Bikini for the first A-bomb shot, I couldn't help but see (" I
o Sone, 4o : !
had known it before tigt but/proved it -- that Army, Navy, Alr, '
- , practically every activity of Government, had some experiment or
something going on out in Bikini, Admiral William H. P. Blandy

" had 189 pots of money that he used to operate Bikini, 189 different

allotments. That's & hell of & way to run & railroad) So I wanted
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M f
Admiral Blandy's successor went out to Bikini, he had onelpot of

k
mongy to operate the experiment. We got authority from Congress

vherr-we—gob—back-hoge to charge each one of the 189 according to

1 Shmatoy
the approximate cost of each activity.

That's important, because GAD could not look behind
°
the distribution. If we spent $10 million, we distributed $10
million in costs. We couldn't distribute $11 million. Because
of the competition between entities of the Government, you l
. [ 128
hrom & /Iadb-ﬁ/wcw B S bonhprik Mk suaklyy G
couldn'ghcharge one any more than r. You had to prove

what you were cha.rging}/;:t yvou didn't have to get down and worry

aAan
about the odd cents. This management f‘und“‘really mede so mch

xpya sense, Well, take a bus line running around San Francisco 5“*7 prea

Wr. If you had only one bus line serving, Navy wasn't going
to do it, Army wasn't going to, Air Force wasn't going to. But

you could have one running under a mansgement fund, picking up all

age determined to be Uncl lassified
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the school kids o; workers for some activity, and you could
distribute thg cost on the basis of head count at the end of the {
month. That might I;e Just an examble.‘ Any reasonsble solution. -
But again, it ties into trying to put a price tag on the services

rendered or the material purchesed. "Performance budgeting” was

in & gense what Hoover labeled it .MMMt.

CONDIT: Can I go back to Secretary Johnson for just a moment
and my first question. I have seen what you have told Dr,
Goldberg before sbout Secretary Johnson and I was very glad to see :

that assessment. I think it is a more rational assessment of the

o - e

Secretary than is the usual case, becasuse he was certainly subject
to the press buildup against hin;. But how would you assess our |
military posture at the start of the Korean war on June 25, 1950, i
- and to what forces would you attribute that posture? T ‘
"McNEIL: Well, I think you have toc go back to the directions that

Truman geve Johnson. That's been one of the things that the press

b m—————

Fpod
and the public neve rea&i‘;ed sbout Johnson's efforts to cut back,
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Wi
He was in sympathy with it, but he did not do 1t on his ownp’w

e

On July f£ifth, shortly after thnson came aboard -~ Frank Pace was

Director of the Budget -~ Truman had the Secretaries and the Chiefs -

LU & anteling P C’M/J"W o
ouee=bo the White House. Johnson, Early, and I were there, in

addition to{fﬂhiefs. Truman laid out how he wanted expenditures

Land Sttt .
controlled, expenditures pefeof previcus budgets controlled; aed

A
*e.put & limit on new obligational authority in the new budget,
as I recall $13 billion, of which helf a billion was for stock-
piling and eritical materials. Not a solitary Secretary or Chief
made a complaint. I sompiained-a-bit, because Fsa¥éd a couple of
things weren't possible. After quite & little argument, Truman

said, "Well, you work it out with Frank Pace.” 1 did, that

afternoon, at least taking the stockpiling out, whieh still et

; // .
- 4&/:/;?1«2 budget about $13 billion. 6‘: meet that figure required a lot

of cutbhacks. This was directed by Truman,
CONDIT: This was on fiscal yesr 1950 or 19517
MeNEIL: 1951 -~ this was July 1950.
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CONDIT: July 19507 On both budgets?. « . . . Both,

MCNEIL: Mo, July 1949. I am sorry, July 1949. YAs¢/FFhat was

$aT
a pretty sherp cutback, @dﬂ:lso he gave an expenditure limitation. -

. ~ g )
The Navy Jumped in right away and made tge& adjustment awfully fast.

I"‘Bh:tnkWhen you cut back, if you cut back quickly, the result is

%. But 1f you let it drag one-two-three-~four-five months

4

U dtr L .
and then changﬂ{z‘ for the last two or three months of a year, it

will virtually wreck you. Navy did it very promptly, but Army

didn't remodel their progrmx{for five or six months, mas.w -
BT S P ) R e My ol

CONDIT:  You seid the=Navy promptly cut back on the 1950 budget?

McNEIL: Yes, so they absorbed theilr -- I hate to say "share" --

their target. They did that in less than 60 days, ¥<guEms. We

~ had 10 months to absorb the cutback.

The Army took months before

they got their rework of their plans, snd it hurt the Army very

badly.

CONDIT: General lemnitzer is very bitter toward Secretary Johnson

about the Army cutback.
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McNEIL: They were, but part of it was their own fault., It

is like the New York City situation now. If you have trouble,

you had better get in and fix it quiciﬂy; then the cutback
doesn't have to be as sharp and as difficult to save the same

anount of money,

CONDIT: Well now, the budget for FY 1951 was set &t $13.0

billion by Truman, if T remember correctly.

McNEIL: $13, maybe a little more. Frank Pace wes Director of

the Budget.

CONDIT: When the wer came in June 1950, the country blamed

Secretoary Jotmson for the cutbacks. Now, I understood that perhaps

it was his style of cutting back, that he was very flamboyant
about it., Is that truet?

Mc;NEIL: This is quite true. I said it in a different way; I
sald the public acceptance,

CONDIT: That's true. mbﬁc acceptance was nil, wasn't it?

MCNEIL: I am sure he sympathized with Truman, so he didn't
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object too much., But Trumen was the one who directed the cutbacks.

. -

.
- #

CONDIT:  Well now, when Johnson testified before Congress, he

-~

said something to the effect that the country was in better shape to

-

move ahesd, to mobilize. It wasn't in a better readiness posture,

- -
» 4 r
3

but it was in better preparation to mobilize than it had been for

. -

years, Would you agree with that?

MeNETT: Well, it certainly was true compared with the times

o

before World War I or II.

CONDIT: What about from 1946 on? 1

i

MeNEIL:  No, I wouldn't think so.

[

o

CONDIT: We were less prepared in 1950 than we were in 19487 ‘ ‘, :
e

McNEIL:  Not in degree, but in numbers, yes, There had been &

pretty sharp cutback in numbers since 1948.

CONDIT: So you really wouldn't buy Johnson's statement to Congress?

Sk ol
McNEIL:y No. But mahardel, you were in pretty good shape from

the standpoint of materiel becsuse of what was left over from World l

War I1i. As far as navy ships were concerned, there were prachic&lly

Pl
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n9 ney onderful deve

M—

year.pesiod. Shipe-were practically ell new. Ships were good |
——y

for 20 to 25 yearsAm had only been at sea for five or ten years,

so that you were in better shape than you were before World War II.
. X
{

You didn't have to get certain kinds of artillery,/BPut the Army o

* 3 LY o
was pretty w&ﬁw as far as numbers”‘ were concerned. |

CONDIT: To what do you attribute Truman's passion for

. ‘ , Lo
economy? '

.

- ——————

McNEIL: Well, I think there were a lot of people who agreed on

. - 4
a balanced’budget, and he didn't think, as Forrestal did, that we

- -

were 8till in trouble in the world.
CONDIT: Did you feel that the services were able to use the |
money efficiently after the war started?

= McNETL: | To a degree; that is all relative. I don't think they
bought many things they didn't need. I think that all of us
provably went along with more money for the Air Force than they ‘

could properly use in 1952 and 1953. That article right there
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gives & little explanation of it. The Air Force was heading for o

a 143-wing air force at the time, which we thought was e little o
strong. Anyway, it was & btarget and _wé knew that we wouldn't

reach it for two or three or four years. But when we got along !

into 1953 they had only gotten to & point where they had a force

~ —

of 93 wings, some of those still not in readiness condition. The
. interim goal was set at 120 wings, which wes a cutback. That,

plus the fact that they hadn't got as far in 1952 and 1953 as was

originally planned, meant that they had excess obligational | {

suthority or buying power,

in 1953.

Sy
That was the reason for the cutback | {
|

HOFFMAN: T would like to pursue that. That budget was the one

you designed originally. Why was the excess authority allowed to

remain in there in 19527

A,ﬁ%‘ e e e

| \
|
McNEIL: Well, obligational authority/doesn't cost the taxpayers E
i
any money, if you have 361 it under control. And this was pretty a .
well under control. This was a decision under Trumen, once the l
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Korean war started, not to take any action to remove the excess.
H
certain they were going to have 120 wings right quick. They were
certain that Boeing, etc., etc., were going to come through a
little faster thap they did with the design. This ipndicated any
number of facets of the Air Force operation; they just didn’t get
‘organized gquickly. The Chiefs, the Secretary of Defense, and men
of my own rank were influenced & bit, thought they would get
along & little faster. The Air Force was & new oﬁtfit, and they
di&n't have the necessary internal logistics support. Ib-didett
revlty-exist, The old 8ignal Corps of the Army used to do their
buying for them jmeldet<fiwaye, remember? T think we probably
all thought the Air Force was more competent to get' things done
than they really were.

HOFFMAN: You were the author of the precise figure that was put

in between the revision of FY 1954 budget and the initial 1954

budget? | Page determined to be Unclassified
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McNEIL: Oy, I am sure, but it wasn't af¥iddes

% 0
w&g‘ , et E
et figure. It was mome a result 2 8 current look, rather than. |

) P o WV‘.‘ |
it was trying to make a 1f figure. After that, we got to the
Yl 't’«l‘”ﬁu ' sl 5

point where we khad budge %. They were based on ftarget ilfigurea,
yes. But not at that time., In-other-weréey—we-had—re—imstructisns
from Ike that yeou-hed-to-geb-x-nunber-of-dedinrs,

HOFFMAN: Well, each year, in the office papers of the

Comptroller’s office, I have come across a figure that would come

down from the NSC, sometime in November usually. A precise,
allowable defense spending figure, Now, I am wonderihg who was

the author of that? Were you the author, the Bureau of the Budget, |

'

: LI SR L
Secretary Humphrey? & '::(ﬁ {",/‘:I:: ""r . -
4 A 5

McNEIL: T would say e %eren't payihg too much attention to !

work had been done bvefore those figures were gotten together.

erj

It distixrbed me very much that they &o planning in this order.

Gud by Tt 1, Sk fipen it e £

|

‘ !
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vould-want—bo~£ix-something .t Fhe year in which you were going

to operate was 18 months still in the Puture. That's the reason -
\ .

-
.~ - r -

I g6t the Director of the Buresu of the Budget to assign his -
[ . - ‘ ® t -
budget people to the Department of Defense. You knew that happened ’

f .
didn"t you? It was the only Department in the Government to do

that, We sold the President on the idea of gllocating 30 or 40 ~

' ) ' » ;
people from the Bureau of the Budget to the Department of Defense. A

SloTen ity ot Lilin ploss bad [fusdgst Sutrnstors b Corgpom

- They were afraid they would be seduced over-there,-of-cousise, but
we reassured them that they would have "keys to the safe" and
know whether we were trying to hmel—hhemor mot. By doing that,

- we

g to

———,

the law, you know, the budget is supposed to be submitted in

: 6‘1 Lodic e, sov . ’
September. ‘Mﬁ?ﬂ:};‘m to submit a budget until December.
That was ofdy done in order to shorten the interval between the
time you got your authority and the time you used it., If you
could get it out of Congress on time in early spring and /M

final planning had been done in November/December, that meant a
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Shorter—&ime, ) a
' ﬂﬁww- Flkw el %u’/
CONDIT: Mr. Lovett has written more than once that the budgét -
process was one of the major meanéj by which the Secretary of

Defense could control the 0SD. How does that work?

15
McNEIL: It was very simple, The Secretary of Defense or
daneclive
Secretary of a Service can sign dtwectXy till H-- freezes over,
and not much will happen. But if-he~Uffers to shut off the
faucet & is & sure way to stop something; or if he furnishes

money, it is a sure way to help it along.

CONDIT: How much authority does the SecDef have to stop the

P

money?

McNEIL: j Virtually complete. Tufsls ﬂ:ox-e than they ever exercisel.

< 7 y 4
CONDIT: He can just tell them not to use it? .

McNEIL: Sure. Don't allocate it. Now they are getting to a

: - . ' T famakerimd
point in Congress, of course, where Congress is %ing the

f !

apportionment process. The President doesn't have as much

authority under the apportionment process as he used to have.
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COMDIT: I can see the President, but I didn't realize that, |

in addition to the President, the SecDef could apportion. That's’

what I didn't know.

McNEIL: gaﬁZmr I'11 tell you a little story, Shortly after

the Unificetion Act was paééed, the Alir Porce operated as if [
everything -they did was secret, top secret. fhey had a lot of fun 3

. ; 2 “4"-'1 W&? sin phgpns 1 bolind APt }
putiing stemps am. When they were up before the House Committee %

on Appropriations in 1950 or thereabouts, Congressmsn Herry \I

: ]

. i

Sheppard was trying to get them to put on the record what they ‘

| |

did out at San Bernardino on the Safety Board. They said they a

& }
couldn't tell him because it was classified, This went on for

ebout an hour., Meantime, one of the clerks of the committee »

called me and said, "You got tz_‘bublas up here. The Air Force is .

- in %rouble with Taber and Cannon and the committee and they won't

talk." I said, "Okay, I'll come up;” se=Fwemd-up., Just as T ‘
. . . }
wesi=dn John Teber -- did you ever hear of him? -- z
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McNEIL: He was the senior Republicen on the committee. He
squirmed out of his chair end he said, "Gentlemen, you may be

. . 4 4
right., Maybe this committee doesn’t have any authority to look ff‘f’!'

Guek rpanalls : : .
g,amyou-probadiy-ere—right . We ave

- interested only in those things that take money, and if this

#

takes no money wé\ha.ve no interest." The next ‘da.y there w'as a
truck backed up under the steps of the' Cepitol and about three
tons of ;'eports on San Bernerdino were delivered to the c@tteel
That is & true story.

CONDIT: Can the SecDef on his own say the Air Force won't get

- e
money that the Cmgresa has a.ppropriated? W%"“V‘ o s
L AiAany ?W"“ﬂ. P AN

McNEIL: m% used to do it. We used to do it cenabeaiiy.
CONDIT: You did it for him?

McNEIL: Sure.

CONDIT: T wish I had an example.

po?”
McNEIL:  Well, it was m done 'Z’c‘dmw:&mwout

his knowledge. He may have not known the exact figure. Qb-=mo,
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TPt UG ARG RS . -
.

CONDIT: I see,

McNEIL: Forrestal understood that, ‘ -

CONDIT: In warfime it is harder to exeréise that, isn'ﬁ it?
MclEIL: In the first place, no Secretary would be

_ fum e -
irresponsible, he wouldn't cut j& off pdust for the fun of it.
CONDIT: No, he would rea;lize he hed & possible fight on his
hands.
MeNEIL: Bure.
CONDIT: How did wa.?time affect that, didn't tl{zat 'éhange the
relative power position of the Secretary and the Services?
McNEIL: War changed the amounts more ‘t:han the procédure.
COHiJI‘I’: He would have to cut off more before he would'have any
power?
McHNEIL:: Yes. For example, consider an allocatlon to the Air

Force and the Bureau of Aeronautics. You might allocate 8O percent

and withhold 20 percent, until they got a flying-hour program
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vhich you-weald-buy, Their original flying program weald have

AR ] ( Foad
L S el
been 50 hours per pilot per month, and maybe you-ihament 35 - -

hdurs was just about all they were going to have this year from

the standpoint of the availability of aircraft and the necessity .
for training. ExertmlYy—ttwoudd--cone-out—and-you-wowld reach .

an sdditiened—emewnt. This apportionment process is really

quite a powerful process. Forrestal understood the need and use

o v owcd
of it, Wilson did too, mrd-Hovett pretby-well, I don't think

_ trndiittred 5 it (St agimis? ot Tl
some of the others quite readiced—wheti—it-weent.

HOFFMAN: You really used that apportiomment process guite

vigorously in the overrun problems associated with the FY 1957

and 1958 bﬁdgets. In fact, looking through the period from early

1957 onward, you ﬁega.n to have trouble with B;unda.ga. He cut

below the various apportic;nment figures yéu wanted ,‘ which were

preé‘ty much aﬁatere figures ‘l':o begir; with. '

McMEIL:  We h&dm%h /(p‘pgtionmen right along.

CONDIT: Where does NSC 68 fit into the Korean war years? How

-
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. . : '
at that time wes to send the Chief down the r;v;;Q' .

u{«hat was the most serious threat we have? That would be in the

far did we m} to implement NSC 68 in addition to fighting the
Korean war?

McNETL:  Well, I am & little fuzzy on that, on the exact D
wipddfg of that now. NSC 68 was kind of a target, not necessarily |

' F Ae : :
at fract & 2 ¥ o f
something we were going Lo achlev It wes kind of semething we |

P DR AP | :
wanted to get to et the end of the road &em:ﬂbhere; but there ‘Z‘;‘:ﬁ‘q? ;
were & lot of‘detaurs getting there. ) -
Comﬂ: That répresented a new look at the possible threat of |
Russia to the United States end our comparative position? !

McNEIL: The big change in strategic concept, I guess you would

——— i+ oo s .

|
call it, was in 1953, when Eisenhower named the “good new Chiefs,” \
) \
as the press called them. One of the first things bhat«was done .’

|

for four or five days, with the idea of their coming back with «Fs1~ T
~ il A MW‘?“"“ i
possiblq ‘gchange in concept, hopefully on-ona-—-t%ﬁ-ng. It didn't
}
I
E
|

quite come out that way, but the net reault of-that was to ask,

114
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"A-pGib-imeiness. So there was an increasing emphasis on the

NN eLent Thiar, o |
;
|

Strategic Alr Command and Air Defense, Increased emphasis on

those, end lesser emphesis on grcmnd support operations. This

was primarily for the reason that you probably weren't going to
LoA :“ i gﬂu e
ma:intaiej I{m Eurcpe and elsewhere aseund-the-werld a three-— v

*

million-man army, but ycm. would put s high pmg; on airp oween
: Ly berniy GAle Yo Aebmil/2CT08 K
offopt to save yourself from "disaster." Rﬁiz&%th
74‘, tast % '
27 ) 1 ground forces, when you-did-get_inte—action, you probably would | :

have more time to develop and work it o’mupply, umhers;{f

tram:mg, and so forth. That was pmba.bly the biggest change < 3

under Ike -- when Ike a.skad for a new}\concept.

Nowr, Radford{‘ knew what that mes.nt probby-werI. So

[V R

did the Air Force, Army never guite understood what that meant

C o BTV a0t

I remember that General Ridgway came up one time with M’é j

3
- —

his staff, quite provoked about our sction on the Army{ T said,

AR hks Thewes 4
"Iisten, you were there when we took the Chiefs_swer and explained
¢

w"*w : news 4% frn, (B0
4'«1’"' i to Tke.™ ‘VWhen got back from the Sequoia, L-took them M i
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thew;azj})lke spent three hours questioning them and 'talking

about it, Ridgway finally said, "1 thought that was just an

K}‘ [t Comenps 8 nsdoncad m J‘”‘“‘!""ﬂ'
exercise. W trucks cr-something but—offmmy-buring é 7 e

s,s_-pa:t of this new philosophy that Ike and Defense agreed on.”

N ) Ho gran ALY ot

He were merely

' carrying out the agreement which had been developed by the Chiefs

and approved by the President about July 1953. (It might have

»

been June.) While the paper itself didn't say so many airplanes,
so many troops, and so forth, there was a philosophy that somebody

had to interpret into numbers. We did that » and we caught hell

{

for a while. 'xhgt was the philosophy thet wes agreed upon.

CONDTIT: - Well, that was the problem of postwar cutting dack.
What were your greatest problems during the Korean war?
McNEIL: Well, I recall one budget, I forget which year it was,

thet was submitted for $104-106 #1llion. It went to Congress in
abrud 1u, e A ilrea VI
1950=netie. A-dei-of( people thought that was,a very silly operation
(/a:'ial Lo fﬂ.mwau-w-q Ltrmaciim . g‘-‘&v"""%q

but‘mnlwm—séw You-lmew, I never worried too xmmh sbout &
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&f; I alvays thought the smart thing for Defense to do (and still

think so) was to list everything they might need. Then go down -

¢ . . - A
and start culling out the vt ol £Cua e i ey
g ¢ bl Prcenlio 3

Higten, j,fb is just this simple: When the war was over
I had gy 1941 Oldsmobile. It had & hole in the floor mat where
my heel rested from the accelerator, the bumper wes bent, and so
forth and s0 on. I went out one Sunday morning and made s list
of all the things that dern thing needed, and .it would cost sbout
$500. I wasn't going to spend that much on an old car, so I came
out with & $103 total bill and drove it for two years more. Well,
the tooth was off the low gear but I never used the low gear
anyway, I élways used secoﬁd, so I didn't have to fix that. T
straightened the bumper. I used mastic for my rubber mat. So
I came out with a fre.ction.o(z)ﬂﬁ cosh GEL
cozmﬁ: You sound like Ron and me.

HOFFMAN: I have a car with s hole in the muffler right now.

McNEIL: No, but I recall = lesson I learned right at the end
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of the war (;.945). Admiral George F. Hussey, Jr. wes Chief of
the Bureau of Ordnance. ‘At tﬁa’b time the proximity fuse was

one of the great new ideas, snd it i;eall‘y was a very important
thing. But there was still development work to do on it,
although it had been used in the fleet for a couple of years.

At that time, to live up to the President_'s limited spending and
so forth, we had used the allocated target; and the Pureau of
Ordnance didn't have a single nickel for the further development ‘
of the fuze. We];, we got that fixed. But if he had been
"permitted” to list everything he thought he needed, that would
have been on the list. As 1 say, we caught it, am'there was
money in the budget for it, and development continued. But
somewhere up through ﬁha:b Pyramid structure, it had dropped out.
CONDIT: Thank you very much, Mr. Secretary. That is 'hl;xe end
of my list of questions and I will defer to Ron Hoffman now.
McNEIL: One more thing, sbout your performance budgeting. The

Army in a.ll its history never had its common leased property under
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financial control, Starting back at thé time of the Spanish-
Americen War, the Navy had a .sma.ll fund of ebout $200 thousand
for "pax;era and pencils,” which thesr then charged t‘; the user.
Du;:'ing World War I that got to b‘e & pretty big Sears~and-
Roebuck - type of oﬁera.t‘ion, fwhe're atuff on the shelf was charged
! to the. fleet or v:hoever 4used it.

We got authority in Title IV of the National Security
Act to require that a1l property be k;pt under money control
- and that common use property be kept in what is known as stock
funds, One reason for the name is that some people in Defense,
in Nevy in pa:z;ticular s knew what that meant. It meant that all
common use supplies, like p?.int end so forth, would be under
control of the "Sears, Roebuck Corporation” in each Service,
For anything taken off the shelf, or if Navy got some stuff out

of an Army warehouse, the user had to pay. It was charged to

that project’s operation for that year, See what I mean by the

so-called performance budgeﬁing? We were trylng to get everything
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charged to the user and for the purpose it was used. We were
trying to get such efficiencf into the place that a gtxy at
Bolling Field who wanted to build something or repair something
could draw 2,000 feet of lumber and be charged for it. Theh if
he used only 1,000 feet and he took the other i,ooo feet back
and put it in the store, he would get credit for that. You no
longer would have stuff sitting around unuséd, because you
would get credit for it if yox'z 't?ook it back to the st‘;ore. All
this without any supervision and without a.ny ;rgument begause it
is self-auditing -- the customer squawking about the supplier
ami the supplier annoying the customer. It is always itwo~

dimensicneal.

CONDIT: This started in the Navy, then?®

-

MeNEIL: It sﬁa:rhed in the Navy in & small way, then we
expanded in the Nevy, and then we got it into the Army and pretty
well into the Air Force. But not quite, Air Ferce didn't want

somebody to know quite what flying hours were costing, so they
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were the slowest to get on with it. |
CONDIT: General ‘Lemnitzer‘has told me to ask aﬁe more
question, and tha;t is, what should I have asked that I hav‘ea't
.asked‘.? He told me I had missed out On the right question when 5
I finished his interview; so now I always ask.

McNEIL: I happened teo write that report, for Carl Vinson in

the House, that tells the story of the financial structure

(No. 1064). I consider that very important. .BEach time I get !

e ———

& new batch of people arocund here, I go around and peddle it,

|

l

. é

not because I want to run things but just to show them what {

o e s s

suthority they do have, But some of them aren't using it.

Now they have got some new wrinkles in Depari:ment of
Defense budgeting and that is the DBARC outfit (Defense Systems ' § i
-Acquisition Review Council). The DSARC is nothing but an
organization to go over weapons systems. Well, we used to do
that too, only we didn't do it formelly. We used to get the i

ideas of the Research and Development Boerd, or go down to the
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01d Munitions Board chairman or somebody. In fact, we used to

do it in our shop, but we didn't do it all ourselves. For
example, we had lunch vfi‘bh John ‘B. ﬁacauley down gt the Research -
and Development Board to get ideas on missiles.

I will tell you a story. We were having trouble with
the Army and the Redstone Missile, Nobody objected to their
go.fmg aﬁead and frying to develop a miss:lle., but ﬁhe Army wanted -
to really eguip the;,maelves with & short range missile which they [ ‘

called mobile. It wasn't mobile, it wasn't even movesble, |

- .+

becsuse it took a truck train about 4O miles long to support

four missiles. .And after you got liquid oxygen, you couldn't |

—— e S ——

charge and arm it for several hours. It only had a range of 150
miles, and it really was & bad thing. Things had gone on pretty !
| | +oa |
fast, because meantime solld fuel had come along and was possible. |
I remember, Mr. Wilson and I went down to see Ike in
Auguste, which we usually did a couple of times each year. At

‘the end of that, I told Mr. Eisenhower that the Army had made a

R e e
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claim on this (Redstone), and I had stricken it ocut. I said,
"When we get back, I am going to leave it out, but I will

encourage the Secretary of the Army and Chief of Staff to

come over and squewk and meke an appeal. I want you to hear -

this story.” He said, "Well, no, if that's the case, take it
out." . I said, "Okay, but I think they can do this: It reslly
is possible to nave a solid fuel missile that weighs 10,000

pounds, that can be broken into three parts, so that it is

mobile and can be trucked, because solid fuel is ready to go
any time." The said, "You can?” I said, "Ves, T am todd it
is possible." He said, "Well, do you want to put some money
on 1t?" I sald, "Yes." “How mach?" I said, "Oh, I guess
$10-12 million would get it off to a good start this year."
He said, "Okay."

1 csme back and went down to see Secretary Brucker,

Secretar& of the Army. I said, "Mr. Brucker, I told you that

Redstone wasn't in the cards: T just talked to the President
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about it, and he agrees to taking the money out of Redstone.”
He went through the "overheaé," but he came down in a little
while, And T said, "Listen, you nave a great opportunity with
this solid fuel missile, because it will have a range of 250
miles, with a growth to probably 400 to 450, and it is truly
mobile. Why don't you get out your book of Greek mythology and
let's get a name for it? I have to tell George Mahon (House
Appropriations Comittee) tomorrow morning about what we are
going to do, and that the Army is going to do this. I would
like to get the Army naﬁa in there, standing in line, you know."
Remember the missiles we had for anti-ejireraft -~ the Army Nike,
the Hercules? He said, "We are not going to use Graek'mwthalogy
any more." "Wen,‘; I said, "call it the Black Jack if you want
to."

That afternoon we had & meeting with all the Sécreta&ies
and Chiefs to wrap up the budget, and Brucker must not have

thought T was there; I was sitting at the end of the table.
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Brucker vhad & little paunch, you know -- patted his srms like
this -- and he said, "Gentlemen, I have a.nw importent enncunce-
ment to make. We have decided to discontinue the Redstone
missile. We now have found we can develop & missile at 10,000
pounds, using solid fuel, with a range of . . . . There are
people who want us to name it the Black Jack, but we are not
going to do that. We have decided to name it the Pershing.”
‘And that's the Pershing missile we have got today. Thé.t.'s &
true story. That's budgeting!
CONDIT: That;s unbelieveble.
McNEIL: That's the way you make good decisions.. When I made
decisions I made them look as if they weré mede arbitrarily,
but they were not really. That was after long discussion,

| i
HOFFMAN:  What about the decisiom in 1957 to cut 100,000 men
out of the Army? Figcal Year 1958 budget. Was that your

decision?

McNEIL: No, I don't recall that specifically.
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HOFFMAN:  The FY 1958 bill waes already in conference, and it

was very late. That was the budget thaet took soc long to get
through. In fact, that was the year when the legal authority

to budget ran out, went past June 30th.
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BEGINNING OF TAPE ONE (MCNEIL)

HOFFMAN: The Democrats frequently accused President Eisenhower of

being & budget firster (of giving too much weight to fiscal considera-

tions and too little weight to military preparedness.) The accusation
was also mede that the New iook was rgeﬂly a8 poat facto rationale to
reduce expenditures -- that 1t was a way of justifying reductions,

not a really new concept, but a v}ay of dressing up what in fact was a
refuction in defense spending. How do you respond to that?

MCNEIL: Well, I don’t think there would be any question that money
limltations affected it but I don’t think you cé.n tie in the reason
for it exa;::'!;ly. Some of theée thing don't happen in logical process,
sometimes they a.z;e formed in: different forms and by the tiﬁe'they come
together you find that the money a,mi the férceé‘ are pretty well to-
getl?er. Now in this case you were changing emphasis, Certainly Tke
and Humphrey and so forth were committed, to a b.alanced budget.

Hunmhrey,vl know, wanted to get it several billion dollars below where

we did get it. He came over for lunch cccasionally and would talk
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about it. We didn't quarrel with him too much about the fact

that he wanted it lower because everybody wanted it down. But how
much can we bring it down without causing trbuble? Well, the only
way you could do it was to have a philosophy concentrated on your
big weapons -~ place more emphasis on the big weapons and less on '
the ground forces. But I wouldn't say you could follow & trace of
8 line from the President or Security Council establishing a limit
of $35 billion and saying what forces can you get‘ within it and then
call it ironclad. Do you see what I am trying to get at?

HOFFMAN: Yes. |

MCNEIL: I don't think you will find the exact trace of & line --

it was osmosis -- movement by osmosis. 1s that the right word?
HOFFMAN: That is as good a word as any,

MCNEIL: Yes, I think I am sure that the President didn't ’chiqk we
would be using huge armed ground forces, and I ought %o repeat that
i£ wae the prevailing consensus of opinion. At the time,the greatest

threat was from big weapons and the most powerful thing asgainst it
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was our developing & capability primarily with ;che Ai;:' Force, but
also with the Navy, on delivering A-bombs . If we were week in

that score there could be disaster, whes':eas with that we would be
sufficiently powerful -- we would have time to move.
"HOFFMAN: You can find a good many forerunners of the New Lc;ok con-
cepts under ?rmm with an emphasis on strategic air power, an
emph&sis’.on delivery systems and even tactical nuclear wespons ‘but
one new dimension in terms of expansion.,. .

MCNEIL: The Pentaegon didn't call that the "New Look," the press did. '
HOFFMAN: The press called it the "New Look?"

MCNEIL: Thet's where the name got started, I am éure.

HOFFMAN: But the one new dimension of the Eisenhower milit;u'y pro-
gram came from its heavy emphasis on continental defense -- air
defense., This wes intensively pursued during the Eisenhower Admipis-
tration although it toc had been suggested under Truman. Do you
think in retrospect that the emphasis was a migtake's‘

MCNETIL: weil; in retrospect we spent too much money on it and we do
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not have that much to ghow for it now., But my automebile which I
thought to be the prize of the time wore out too.

HOFFMAN: In the 1950s there were people in your office, especially

in 1956 and 1957, who already were suggesting that t}'.xe technological
requirements involved in dealing with an incoming missile were too
extensive -- thet it Just simply couldn't be done within the existing
t.ecl:;nology and that an alr defense system could not effectively be
created, But yet ﬁhe spending continued to go on, -~ why? Was it
Eisenhower's particular conception, was it Wilson or Sprague's in- ' }
fluence, who was the driving force, and why did they continue to pursue

the effort? Really it wasn't cut off completely until McNemsra came -~

——

MCNEIL: I don't know what you would say to this precisely -- we

!
weren't perfect, you know. Just like this -- the Title 4 Amendment to o
- S
- the Nationel Security Act. I put that together first -« the working ;
capital thing and I presented it to the Secretary of the Navy the day that
the bomb was dropped on Hiroshima and it was not until August of 1949 t

thet T got it passed by Congress. At the time I thought it
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would take me 10 years to put it into effect and I didn‘i even get
it then. What I am trying to say is that we often hed & lot of o
ideas in our shop that we couldn't get tﬁis huge mass. to accept or
methods that couldn't. be changed,v and perhaps it is good we didn't |

get all of our brilliant ideas put into effect.

HOFFMAN: I want to ask you sbout Secretary Wilson again. Who made

o it S 1o

up his inner circle of advisers? Whose judgment did he trust? Who'

did he look to when he hed to meke a difficult decision, who wonld

he ‘ca..Ll in to consult?

Lawe s i e s

MCNEIL: He did quite a lot dlrectly with his Secretdries end Chiefs,

o "

more than his predecessors had done. But he did them cne at a time

instead of having quote "meetings." Lovett depended on the meeting
every Tuesdsy, or Wednesday morning & great deal. Wilson would get | ‘

Twining alone or he would get the CNO or the Secretary of the Navy

would lay down rules and regulations, So he did as they did at

General Motors where they apparently performed & lot of work by

Page determined to be Unclassified
Reviewed Chief, RDD, WHS
1AW EO 13526, Section 3.5

A - Date:  MAR 0 6 2014 4 :
_T—-_'-—-_-ﬁ——~' [

%

|

|
alone, He did a lot of that instead of having & weebting at which he ;
}
|
I
t
i
{
|




comnittees. A lot of people can't meke a committee work. But
Genera;'mmrs did & lot of tha:!'; in the finance committee, etc,

And they always had the internal checks and balances where you would
have proposals and of course the finance group at General Motors
alwe.&s tore it down -~ the ldees pushed by the promotion and the
‘manufacturing slde. Apparently, General Motors would get the guy
who invented the Chevrolet in and so forth and work with him for two

or three or four hours. Wilson used to do that in Defense., He would

talk to the Director of Research, Assistant Secretary for Logistics.

Generally he wag receptive to comments from a lot of circles.

HOFFMAN: Aud he worked well with most people -- with a1l the people
he hed to work with?

MCONBEIL: Quite well. And I think the best evidence of it is the
Alr Porce which was anti-OSD in meny things and Twining, wher} he be-
came Chairmm, acted as thm;tgh Wilson hung up the sun in the morning

and took it in at night. He thought he wes great. 8o, yes, he got
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along pretty well with them.

HOFFMAN: His relationship with Redford was . . .2

MCNEIL: Excellent.

HOFFMAN: Maybe I can come a.é the impact of Wilson end Radford from
zméthér angle.

MCHETIL: I. used to carry Redford's sister's books home from school.
HOFFMAN: Small world. Did President Eiserhower allow Secretary
Wilson and Radford to play a significant role in ;zha.ping nmilitary
policy, National Security Policy? Were they simply the adminig-
trators or were they also the shapers and architectst Was Wilson
largely a manager executing the President's programs or did‘hs affect

the character of the programs?
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MCNEIL: I would say 60;-15'0, something like that. Yes, he affected
the shape of the program.

BEGINNING OF TAPE #3 (MCNEIL)

HOFFMAN: Would you say that Radford had more influence over military
policy than Wilson?

MCNEIL: Yes, but there was no difference between them, Redford
used to go over to see the President alone, he used to go over with
Wilson sometimes, and on occasion Wilson would go .over alone, But,
I would say there waf; no discernible difference between the 1;;;0 in
their philosophy, or ideas. Radford was & stubborn so and so you

[ .

know. If he had something on his mind he would carry right through.
He was, I won't say stubborn, but he was blunt -- no more than that
stubborn -~ I guess that's the right way to put it,' Sp some . pecple
would have trouble getting along with him beceuse he just blurted out
exactly vhat he thought. _But that didn't bother Wilson. You could
di#agree with Wilson as long a8 yog. hsd a reason for it.

_HOFFMAN: We talked earlier et lunch sbout the fact that Wilson was &
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men who in contrast to others around him both yri;;hin and outside of
the Defens;e Departmer;t was: very self assured. In the face of a lot
of the controversies and reports of the 1950s -- the bomber gap, the
Killian Report, the Gaither Committee Report, -- which were all very

dire, very pessimistic, Wilson, seemed unpexturbed. T have also

gone through some papers of Generel Bonesteel, especially some things

he wrote on the NSC Planning Board as the Defense Department’s

. representative, and he also sppeared very belligerent, very worried,
and quite dlsturbed sbout the future. But in contrast, when you lock
at Wilson, he seemed to be iess -- how should we say -~ less anxious
about the capability of the United States in any kind of confrontation
with the Soviet Union. What would you attribute this to? Is this

an accp.rate‘ reading of him? Did he Lmoyr something other people didn’t
know? Was it more a manner of judgment than information? He just
 @4dn't seem to think that the Soviet Union was ten feet tall, as did.
for example, the Symington Committee,

MCHNEIL: Well, I think the answer to that is -- of course, you are
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right. ‘ He wasn't about to jump out of a window every
morning when he rea;d the cabies. It was largely his background, .
where he was balancing the pros and cons. He tried to put things

in perspective. Yes, Russia was & problem but they weren't God
A.'l_.mighty. In the words you mentioned, they weren't ten feet tall,
and if you reacted each tima they moved you would inevitably overdo
end shortly you'd find the reactions moving back in the peaks and
valleys again. That will heppen with &ll history.and it will ha.p_pen
in the future. So, a lot of it is experience, Iet me tell you &
story about Wilson. Olga and I stayed at the Wilson's one New Year's
weekend. That evening we went over to their country club. Wilson
and I drove over early and Olga and Mrs, Wiison came later. We were
talking about Chrysler which hed developed & new model, narrower oub~
side and wider inside -- something like that. Chrysler had recently
dropped from 20 some percent of the market to 16 or 17 percent but

with this new car and engine 1 remarked to Wilson that Chrysler would

- : s
now give General Motors a little trouble. He wasn't worried, You
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see” he gaid,“QS percent of the cars being sold today are repeats.
The guy who owns a Pontiac goes back and gets anotherl one. Only
five percent get something else" and he said 'bnce Chrysler hed lost
them they won't get them back for ten years. If they do everything
right they will have a three year peak and drop off and at the end of
three years if they do everything right, which they won't, they may
get back to their original merket. Of course, Chrysler néver has.
8o it is that type of thinkiné, of knowing what will happgn among
‘people and the way they think, and among forces and how long it will
take to develop them, and so forth, I think 1f you think things
through you just ’don‘t -- you don't go crazy ~- neither do you go -’co
sleep on the job. I can understand how he felt because f;ha't;. was the
. way he thou&t.

HOFFMAN: 8o Wilson wasn't as provoked by the Killian report as
others were?

MCNETL: That Killien was pretty solid -~ pretty decent -- pretty
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HOFFMAN: But the report was very serious in its implications.
MCNBIL: 8o often Chairmen of these damn Committees don't even rea:d

the report before they sign it. Do you think Fitzhugh read all of

the reports of his blue ribbon committee? He didn't read the whole .

business.

HOFFMAN: No, I am sure he didn't.

MCNETIL: I am not even sure ‘he read my dissent.

HOFFMAN: Would you say of the reports that occurred in the Defense

Dgpartment during the Wilson period that the Killian Repqrt wes the

one that had the greatest lmpact on the‘ budget?

MCNEIL: I don't 'believe I can answer your question.

HOFFMAN: The reason I ssy this is because you were alv;ra.ys véry mugh
opposed to partial financing -~ full financing was the hallmark of .

your position in budgeting -- and of course the missile program did

go on partial financing. They virtually pulled out all stops in ICBM

and IREM development after the Killian Report.

MCNEIL: Yés, if you have a policy of full funding, you keep away &s
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much as you can from partial financing, but all these things are

relative. Take shipbuilding. Yoﬁ might go along ﬁth a veriation’

of partial financing if you had one 1tem'or two items in the program

that you had to order a year cor two before you laid the keel. You

‘ might elso have advance funding for stomic reactors. Perheps it

would influence ycﬁ to know that the reactor could always be used in

some other progran if you didn't use it in this one. Next if you

are building a new base you might want financing for the whole base_

but you wouldn't be violating your principles if you went along with

one runwey running north and south and three) hangers, instead of two

runways and seven hangars, in other words a useable increment., Or,

right at the moment the idea that worked for Fairchild, from which

thé Aly Force eventuelly wants to acquire 732 A-10 airplanes. They'll
- order them by year. )This year's order will be 66, a.nd‘ next year it

will be a hundred. .So you don't fully fund all 732 at the moment.

HOFFMAN: The defense budget under your direction was composed initislly

of obligational authority and expenditures and then you developed the
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category of &irect obligations: Tt may be an artificial question,
but which of these ﬁhree components kdo you think was most influenged
by military and foreign ﬁolicy objectives during the Wi:;.son period? )
Or more precisely did the new look have a counterpart in terms of
-Mdéetary policy end the operation of your office? Was the concept of
direct obligations noﬁ only a means of controlling finances but in
addition a way of eﬁcomassing and compromising different objectives?
MCNEIL: Well, let me go back just a little bit, When Forrestal first
gave me & job in 194k, I was to start an office called the fiscal director
bec;.use at that time the Meaus were all separate, They asked me if I
would do it, Well, really I wasn't the only person or perhaps the best
per;?;on to do it. At the time the philosophy was you asked f“dr, ch, 10
or 20 percent more than you ever expected to get. Forrestal said,"&fhaﬁ
do you think abowt that philosophy -- should we pad the thing?” He
said, "I'm told that in government that's the right v;'ay to do it." I
said, "I think we ought to go for what we ought to have, and try to
pro;\re it." But I said, "We will probably pay s penalty for it, the
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first year or two we try it." It so happened that year, I think

the Navy budget came out within $§OO of what we asked for, which w:a.s‘
around $5 bil:l:ion so we didn't suffer tI;e first time around, I
thought we started to build some confidence in the Tabors, the
Cennons, the Mahons and pecple of that kind, and we were doing our best
to be quite honest about tﬁe whole thing, figuring it was good sales
talk, For example, for years they used to give me a $150 million

fund which we didn't have to justify. One year we only used $7 million
end T remember Congress said what do you want $150 million for next
year when you only needed §$7 millio;rx this year and I said because the
only way we are going to get this money is over our dead bodies if we
heve & true emergency. We got the $150 million again, So I think
you have to work swfully hard to establish credit,and if they belleve
that you are doing right, I won't say they won't cut you some time
because of philosophy or something else, but chances are you are going

to come out looking pretty good.

Actually, I would say that whether you had a Korea, & Wew Look,
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or whatnot s We wom heve done the same thing as 'f‘a.gt.‘ “Mle were
learning, too, you know. If we hed been eble to go to school and éet.
some of these things we might have done it the first year or two but
we were inventing and trying out and in fact, doing smé of those
things for ourselves before we ever sta.;rted to show them to the Secre-
tary or the Department of Defense or the Bureau of the Budget. Probably
we at times did things we shouldn't have done. That $5 billicn you
say we took away in 1954, perhaps that ought to have been down a
billion or two if we had been a; little sharper., I don't ﬁhink we lost
any money and I don't think the taxpapers did because we didn't use it,
but, it would ‘lqok 8 little better on the recoré if we hedn't been
quite so abrupt.
HOFFMAN: By 1957 you had fully deveioped your financial plan which
really raticnalized bga.utifully the entive ‘oudge‘b process, It lai;i
out for:' the fiscel year all your sources of furding, obligations, and
gxpenﬁitures. It certainly helped the Congressional Committees to

understand the budget process. You educated them. And ironically
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that was the one Eisenhower year that Congress attempted to really

pare the budget.

MCNEIL: Yes, that is true t;ut, I stili think your Department is )
smart to go up with as solid a package as you can go up with, one that
is complete and understandable. I just can't think of any other ans-
wer.

Hom: Which imembgrs of the Congressional Committees did you find i
the most perceptive, the most understandirng and informed?

MCNEIL: Well, the House, the House Subcommittee, of course, because !

they spent ninety days, six or eight hours a day on it and several of

them used o make extensive field trips between sessions. Their staff
was fair, pretty good. The Senate staff probably had greater influence

on the Senators because all of them were on too many Committees., I

e — 32 - oo,

4,1;;,‘_ e e -
»

think the Department of Defense was fortunate for a good many years
id having some pretty able, solid citizens on our Commitiees -« both
the Armed Forces and Appropriations.

HOFFMAN: Msahon has elweys been a good friend of the Pentagon.

WD e o ATy v o
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MCREIL: Yes, also Ford who was there for years, Laird, Minshall, a

[

ﬁtmber of prebi.:y gol:ld citizens.

HOFFMAN: let me ask you a question aborut' one asz:é‘ct of the Defense ‘

‘ program which was alweys controversiai, the Mutual Defense Assistance

Prograins vhose expenditure operations your office controlled after

1955. From that time on the serv}ces were no ionger able to abuse

the progrem in the way they had previously. Did Wilson think this

program was worth the money it was costing? The Services cer;teinly

.looked longingly at that resource, especially the Army. ‘ Although

they were later reimbursed, they were the ones who were forced to pay

the bills initially.

'MCNEIL: Well the Army got and sold an awful lot of second-z;and

material.

HOFFMAN: Yes, until you took control of the books they sold seconaf-

hand material but billed for and subsequently purchased first-hand

equipment,

MCNEIL: They didn't charge the discount even if the material had been
| Page determined to be Unclassified
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HOFPMAN: Did Wilson consider this program worthwhile? The reason

I say this iz because most of the reports from the Services on the

status of those nations whose military forces in Europe received sub=-

shtantial smounts of equipment were always negative. It could be that
they were saying this in an effort to meke ; point in terms of scarce
resources being wast.:ed. Of course it could also be that they be.liéved
this to be the case, but I‘ wonder 1f Wilson felt as' commlitted to this
program as the President did?

.MCNEIL: The President was committed to it.
HOFFMAN: Absolutely. Was the Defense Department as eo:n;nitted ﬁo it?
MCNEIL: I would guess it was, although you would find more objectors
over there. But as far as any official formsl action is concerned,

I think they all bought the idea, You always run into the fact that
Colonel Whosit, or General Whosit, or Admirsl Whosit felt that if you
do somethibg like that I could use it much better. And T am not sure
that the conflicting ideas on the thing didn't keep us a little closer

on the beam than it would have otherwise. I never got excited to see
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some of the objections come in, they just ﬁight help you do the

right thing; Boy,-you get one of these big machines swinging in one
direction without anything working in oﬁppoaition and you can do some -
awfully silly things. There were service people who thought that we
could do better with it -- that we could do better with the resources .
than by allowing it to go abroad to some of our allies, There was
plenty of that, but 1t didn't affect official policy, They weren't
fighting the President, at least not that I know of.

‘HOFFMAN: 1f I cen ask you & very speclific question, and I wiil pre-
face it by talking sbout 1957 and the issues involved in the formation
of the fiscal.year 1958 budgeﬁ. At that time the Army had about one-
half billion dollars of, unapportioned, unocbligated funds and
because of your financiai plan I was finally able fo determine -- and
I don't know if this is the right term to use -- the amount of free
money that each of the services had. I assume that this was the
amount of money you believed it necessary for them to have -- the

required flexibility so they could pursue certain avenues 1f the need
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should erise. The Army had about one-haie billion at that time but
because of the budget format you designed Congress was able to cut 7the;.t.
Actually, the half billion was in the prt;curement account,

MCNEIL: I8 that the year that Congress transferred money from the

Army stock fund?y

HOFFMAN: Yes, thet's right, yes.

MCNEIL: Which happened almost every year. But, that was one of the
first years.

HOFFMAN: The Army had been living off thé Korean War money since 1954,
especially the funds that were either recouped or deobligated. The only
other steady sourcg came from the MAP reimbursements. . 8o they got down
to the point where they had one-half billion left and they 1t;st it that
year, You wanted them to keep it, you felt they needed it, Blaisdell,
your budget director, felt they needed it -- that they needed to have
this money in their account. But they lost it. And T am curious if
you had in your own mind all thg time a precise figure as to how much

free money each service should have? A rough figure?
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MCNEIL: No, we didn't have -~ I don't think we ever had it targeted.

I

I always like to have a little money in the corner. ..

HOFFMAN: Yes.

|

MCNEIL: You just mentioned one thing that made me think of one major o

R i

cﬁange that we had because of this legislation. Throughout the Army's
history it 'alwe.ys had annual money for procurement. I tried to get

them to use no year money. Agein it was part of an idea of how to

get more efficient use of your resources. In the cease of annual money,
any Department of Government that has annual money, once they make
& contract, that's it., Even if they don't need the damn stuff after- % i

wards, they still get delivered because what's the use of cancelling

it? They can't use the money., We had trouble putting it in the Army x «
and terrific trouble in the Air Force in the beginning, but by getting
~continuous type money for the m, Nevy, Air Force procurement --

the Navy already had it for shipbuilding -- we really improved the 3

T

system. After that you could go up to June 30, and not buy the stuff --

.

|
- |
you could wait to July Sth if you wanted to. Instead of rushing sround
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madly in Aprii or May to buy an gircraft that hasn't béen tested,
you don't lose your skirt —-.you don't lose & damn _thiﬁg by waiting
until let's say Augus£ 1. Next, if you got an aircraft or tank or
something that is not proving out, you can ‘cancel it and buy what you
do need. That's exactly what you do in‘ the family; you cancel out
something é.nd go buy =something you do need. The real problem wé.s how
to get the proga}am manegers to look at things that way. It tock three
or four years to where we could even get them into that frame of mind,
to loock at the billions of dolla.rs of outstanding contracts to see if
there was something they didn't need. Now, I am afraid, because of pome
of the unfortunate things that have been dme recently, the progra;xz
managers are going to lose some of the authority they hed for complete
flexibility.

When I was head of the money for the Navy we initially were
ruaning the war from about 400 diffgz-ent appropristions. I wanted to
~ get 1t down so we had specific a.pgrogria.tions for allowances, ﬁrocure-

ment, and maintenance, with one main allotment, and one report back.
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Tha"c report could then be broken down in any way a.ccaun@ing wise
that you chose. But'talce Blandy, as I say out in the Pacific, witl;
189 allotments. It wesn't even run righi':-. Anybody thet would run
one of those things honestly was nuts, since all you had to do was
acéaunt' for the expenditure some way. 8o to return to my original
point, this chenging to continuing type money, I think, was one of
the importmtk economies that we created which never ghows -- it
really never shows. .

HOFFMAN: Brundage and others at the Bureau of the Budget frustrated
your intentions since they wanted the recoupments when they occur;'ed.
They wanted that money to go batk,whereas you wanted the Services
‘to be allowed to keep it.

MCNEIL: That's the only way you are golng to give Colonel Whosit
some incentive to look over his lousy progran a.né teke out the junk.
It is just that simple. No, never f.ake away incentive to correct
an error, to do sométhing "right."”

HOFFMAN: How would you evaluate the capability of the various men
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who were pirectors of the Burean of the Budget? How would you rank
' them performance-wise?

MCNEIL: Dodge was probab»ly the best, aithough he was there too
short a time. He was pretty good because he understood what “the
broad picture” was and he was smart enough to have a feel for what

. was going on. He might not know whether 99 or 100 was the correct

figure but he knew the answer was somewhere in the nature of a

hundred. Rob was & good technician but not a program man. Remember

La;rton? Did you ever heer of Lawton?

CONDIT: Korean periocd.

MCNEIL: Frank Pace? He could take a ?00 word br}mefing and dis-
course op it for 30 minutes in & very suthoritative manner. ' He was
good at taking the staff work and using it to bolster his arguments.
HOFFMAN: What about Brundege? I know what you think of Brundage
because I saw something you wrote one time which was certainly
yncomplimentary.

MCNEIL: I just wonder if it will ever be in a position where he can
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HOFFMAN: You wrote one time ., , .

MCNEIL: He wasn't honest.

HOFFMAN: . . . you said, that he could.n‘t design a ’bu(_lget to
finance battle monuments. |

MCNEIL: Did I say that?

HOFFMAN: Yes.

MCNEIL: I was complimentary that day. For example, the type of
thing he would do -~ when we had the first Navy misgile -- wsls it
the Viking . -- little small missile that cou;.d get up 75 miies.
Well, anyway, the scientists got busy and they improved the progream.
Over at the Bureau of the Budget, they said if. would cest $15 millien.
We took a look at it and being very knowledgeable of course‘ on the
subject -- never having gone to school on the subject ~-- we guessed
$100 million, So I had a fight with Brundage end told him it would
cost $100 million and he wouldn't buy it. Néxt they sent it up and
the budget was $6 million. It started with that figure but from

there it went to $15. We had to use some Pentagon money for the
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second or third increment of that and the fourth increment as well.

'Bach time Brundage would say if you let me have this money in the

Pentagon we will go along with a supplemental if you need it.
word wasn't good.

HOFFMAN: 7Yes, as far as the supplemental, yes.

MCRNEIL: We didn't want a supplemental if we didn't need it.
HOFFMAN: He wanted you to finance the Vangusrd alone?
MCNEIL: I said it would cost over $100 million which it did.
HOFFMAN: Yes. That was & supplemental to Fiscal Year 1957.
MCNEIL: Your memory is much better than mine.

HOFFMAN: I'm just working in those records right now.

END OF TAFE 3 .

BEGINNING OF TAPE 4

His

HOFFMAN: If I can get back to another questlon about the budget.

The fiscal year 1958 was a tight one when it came out of your

office and Congress cut it mrtﬁer. Then the 1957-1958 recession

oceurred in which it would seem the reduction in Defense expenditures
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played a contributing role. Of course you got an ups’wing in ex-
penditures in 1958 from the Defense Department in part because of
Sputnik but also, I imagine, in an ef:f’ort. to try and curb the reces-
sion that had developed. Do you think I am correct i;l suggesting
. |
thet the cut in the Defense budget contributed to the recession of !
:
19582
MCNEIL: I would doubt it because the lag in spending whieh would
result from the new ‘obligationa.'l. authority would come much later. !
However, I think you would find a very shallow dip, although I don't
recall the exact figures. 8till I would questicn whether it had any
important aignificance for the recession. '
I do remember when Studebaker ran into trouble, Tke ga.ve.: P}ilson
the job of seeing if we could keeﬁ Studebsker alive. It was about
the only time we éver did use any money §eéause cf political pressure,
or rather because of economic and pc:litic;al pressui'es. Tke gave the
Job to Wilson, and Wilson told me to figure out some way to keep the

company from geing under. Hed it happened that would heve been the
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biggest commercial bankruptcy in history. And, to that éxtent, we

did do what you are talking about. In that case, I think Wilsen,

no we both went up to Detroit to see thé President of General Motors -

80 he wouldn't bid on the next little bunch of trucks. Or if not
that if he would buy Studebaker, one of the two. Well he didn't do
either. Then, we arranged to buy three years worth of trucks but at
the rate of $2500 or some such. mumbey per &ear in order to give the
banks and so forth some idea that maybe Studebaker would be in

- business tomorrow. We got Curtis Wright to buy one plant up near
Detroit., I see him occasionally and he still kids me about buying
the plant. I remember we did that to keep Studebaker a)ive because
we thought that would trigger a lot of unfortunate consequences,
That's the only positive thing I can think where we used Defense
money for economic or pollitical purposes. I just thought, or rather
Ike thought, it would be a bad deal. Anyway, the way it worked out
was fine, beceuse we went to International Hexrvester and 'the:v also

agreed not to underbid. .That's the only time I know of when things
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were rigged.

HOFFMAN: Actually -- . | - '
MWII-: Incidentally, we didn't pay Stﬁdebaker any more money than
they hed bid the lest year; they had won last year's pro;::uremant and
they got the same pricée for the new one. We were trying our level
bést to keep them in busipess, It was not a give away in any shspe or
form. We just didn't feel that such a large number of employees go-
ing out of “busineas would help the economy and tha#'s true.

HOFFMAN: In 1954 the administration also thought of using the De%ense
budget as a partial measure to stimulate the economy. There were

some messages and letters between your office and the Bureau of the
Budget about this. They were specifically interested in pumping a
little more money through the military public works program. Of course
you hed been working very hard to‘restra.in spending' and you couldn't
reverse course that quickly.

MCNEIL: The only time I remember we dild anything though, was the

Studebaker bankruptcy. ' Page determined to be Unclassified
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HOFFMAN: Actually, in 1954 your personal opposition preveiled and
nothing was done about it. How would you assess thg influence of
private contra.cto;'s on the Defense Depértment's budget coperations.
It must have been especially difficult in the 1950s as the specifica-
tions for new systems became increasingly complex to make decisions
on the‘programs these people advocated., The Defense Department mst
alweys be under héewy presauré from thegse interests.-

MCNEIL: Yes, they are, but it is manageaeble, I think.

HOFFMAN: With the right péople?

MCNEIL: I said a minute ago that today they have an oubtfit down
there celled DSARC. You are familiar with that? DSARC?

HOFFMAN: Yes.

MCNEIL: Wnich is nothing but the research work for the :érocurement
people and they now have the people who do the inspection work, etc';
We used to check all those people before ~- we just didn't do it
forﬁalm. Qur records are probably ﬁretty lousy, becajuse a lot of

this wasn't written down. A lot of thinge we did were never put into
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forz'na,l memorands or notes. We did check them out pretty thoroughly
and this is probably going to sound funny but tl.aey chegk themselves,
We used to ha\;e &;, lot of contractors sto}p in and say hello --
Walter Grummen, Jake Swervel, Bill Allen, of Boeing. God!, they
were all cats and dogs. They would come in and sit down and talk
for ten minutes. That sounds like pressure, but listen, Boeing can
tell you more about what is wrong with Douglas than your own analyst
will. Irving Roth used to be the world's best st gigéing out the
dirt. So he would bring Grwmmen snd Swervel in and we would talk &
little while and we would get a pretiy good feel of what the other
guys were doing in the factories.

HOFFMAN: 8o, it worizs both ways.

MCNEIL: It wc;rks both ways 1f you do it right --

Yep, that's budgeting. No, listen. You talk to Macy and they

can tell you what is wrong with Gimbels., Iprving Roth wes the -- if I

may digress just a moment -- was a very unusual person. I don't know

if hé had finished the eighth grade, but he had a knack of getting
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people to talk to him. I remember his experience with Fred
Thompson, Presidenf; of %o@sm l;’roducts, TWR. I used to keep
" Roth on the road half the time. This t:’Lme he went out to Cleveland,
He had never been to Thomyécn Products and I +told .him to stop in
and see Fred Thompson. So he went in and a blonde secretary was
sitting at the desk. Roth just breezed in and said "hello Sweetheart"
is Fred in? He had never met President Thompson. "He's busy” --
"it's all right I just wanted to say hello to him," so he opened the
door and that was about 3 o'clock, 5 o'clock ﬁed Thanpson said,
"Irv, eome on, let's go out to the house and let's have a drink.”
At T o'clock he said "Irv, would you mind staying for dinner, and
after dinner we will go down to the plant. I've got some tﬁings 1

want to show you." So they went down to the plant at 9 o'elock and

Thompson opened the safe and brought Roth some papers. That's typical ‘

of Roth. I would get thrown out on my ear. I would have been out at

five minutes after three, but Roth was there all evening till damn

near midnight. Page determined to be unc!asssﬁed
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Tell you another story. I used to let him go with Lt. Gen.
Tom Edwards in Ailr Force Procuremerﬁ:. An:,;way, he wasg going on & '
trip out West and I used to a.riange for ‘Roth to go with him, They
went out to Boeing, and the next morning I had a call from Roth, He
said, "Boss, do me & favor will you? I'm going to be down in
Douglas® office tomorrow morning. Will you give me a ring and tell
me to come back quick, that you ﬁave & Fridey afternoon flap?" Okay,
so I walted until the next morning and called him. He was down in
Douglas' office in Los Angeles. I saild, "Irv, we have a flap going
on, can you get back here right quick?" "Okay, boss.” So he came back.
On Monday x;rhen Roth came in I said, "What's cookiﬁg‘r" He says,
"™Well, General Irvine - " did you ever hear of the name Majz;r General
Irvine =" he told his eide to call Howard Hughes and said, 'Listen I
want some starlets out at Palm Springs; I want them fqr & party.' Next
Roth said, "I ¥mew that you d;idn't follow too much what we did individu-
ally, but you didn't want me hooked in an officiel way or snything like
that. 8o I thought, well, Irvine probably won't make the a.rrangemen_ts s

but if he does, I will stay for the party, and if he doesn't, I've got
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an excuse to leave," f

Well about four months later the Navy couldn't get any Pratt and |
Whitney engines to test the F-4 -- a Navy plane but the Air Force -
developed the engine. The Navy couldn't get the engineé. So 1 told '

Irv to go up to General Irvine and tell him that I had just received

some information from Califernie that there were some questionable

practices going on out there and I was going to have an investigation i
miless a couple of engines were in that F-h right quick., The Navy got E
clearance for the engines at four that afterncon and there was no in-

vestigation of Howard Hughes. And they were delivered.

CORDIT: Business is done in interesting ways.

HOFFMAN: If I may I'd like to ask you about another issue? - I sense

from some of the materials I have covered that in 1954 several steps
- wez;e taken, some of which have not been recorded, ﬁowa.rd the Unitaé

States entering Indochina. I was surprised to find oubt, for example,

that tl;ere was a good deal of budget matez;iél prepared on that con-

tingency and thet your shop worked actively on the project.
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MCREIL: Indochina?

HOFFMAN: Indochina -- into Vietnsm. What generally do you think -we.z;e
the operating factors? What were the réasons that Eiaer;hower ultima,te-:
1y decided not to become involved? We know part of the story -~ the
?act thet Ridgway wanted between six and eight divisions? But it would
seem that more than numbers @re involved. If Eisenhower had been
willing t¢ enter Indochina in 1954 he would have had to reverse every-
thing he had worked for since takiné office. Not only would it have;
required more manpower but it would have constituted a :.;lirect exriticism
of the ideas of the New Look.

MCNEIL: You mean he wes asgainst a ground war in Asia?

HOFFMAN: Ground war in Asie -~ right, so I am wondering if ‘you have A
any sense of how seriously the matter was considered?

MCNEIL: I don't remember that there was any reslly seriocus thought of

it. I do remember that I was over there twice, in 1956 and 1957 and

that I saw Lt. General Sem Willlams. I saw that staff building and again

maybe by osmosis but without intention it is quite posaible we were moving
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in that direc;bion Just because we ishou#ht some of thé 'policy makera in
the Goverrment. vere with us. I dc;n"b think it was very serious as far
as we vere concerned. It could have .'4been but I don't remember.
HOFFMAN: There wasn't any serious talk?

MCNEIL: I was in Salgon the day that the French gave up and left.
Quarles and I were there. .We took the review of F’z;ench troopa-a.t the
last formetion., I ‘rmnmber that the military aasisténca group ovér
there ~- the MAAG group -- hed been inereased substantially, purportedly
for training only. |

HOFFMAN: In 195h4¢

m& Tt wasn't too big in 1954 -+ 1957 was much bigger. 1954 was
250 as 1 remember,

HOFFMAN: Yes, but it g.o’r. to about . . .

MCNEIL: 150(; when I was there in 1956,

HOFFMAN: 15007

MCNEIL: fs I remenber it.

HOFFMAN: That's cilvilien and military, or is that strietly militery?

Paga determined to be Unclassified
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MCNEIL: 7T was thinking military.

HOFFMAN: I've seen some deployméxt Tigures on that -- I will hg,ve’ to

eheeklon those figures. '

MCNEIL: I could be wrong.

HGFF!&N It stayed the same once it reached a; certain plateau.

MCNETL: Stgyed the same and went to a lower level for a while;, too.

HOFFMAN: Six hundred and seventy-five to seven hundred are the ﬁéwas

I've generally seen. There ‘wa.a a slight increase g.bwe, but not very

much. If you compare that group with other groups across the world it

youldn't loam that lsrge.

MCNEILY No, I don't recell that there was any real thought of going

into Southeast Asla on the ground.

HOFFMAN: Well, th;a auggestioh has alweys been that Elsenhower consulted

Congress and if he could have secxméd Congressional baclking and also ac-

quired the collective participation of our Allies that he would ‘have con-

sidered going ahead with the intervention program. But it seems to me

tl-aat such & step would have in ‘80 many ways defeated the objectives that
Page determined to be Unclassified
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he had been working towerds.

o R N s ot i < ks L

MCNEIL: I don't recall it.

HOFFMAN: It hae never struck me as being & very serious sort of exercise.
He did inform members of Congress and there were discvssions, but there l :
H
I

wesn't any actlon of any serious nature in yoﬁr office and it would have

SOPPR—

to be in your office; they would have to start getting the O&M money

increased.

MCNEIL: A little bit, yes. - S
- | . . ’ ‘ H i

ROFFMAN: That would be reflected there. . . ‘
, i

Let me introduce something else. In all of the changes in the Bud ’
gets of 1954, 1955, 1956 that involved bomber production -- and especially bt

B-52 production -~ your office took s mmber of steps both to save money

and increase production. To accamplish this you reduced lead time and Ly

et the same time upped production. The latter step setisfled the Congres- -+ |

sional eritics, but by reducing leadtime, eépecially in 1956, you were

able to also reduce the budget request. ¥hen I look at fiscel polley as

reflected in your office, I elweys try to make a connection between fiscal
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policy, foreign pélicy and military policy besed ox; intelligence
eveluations but there is always some kind of discontinuity. For
example, what it suggests is that in 'l:he‘ case of the B-52 you. imreasec’i
yroduction fraom 15 to 20 a month to appease Congress. But at the same
time to meet your other goal -- to save money -- lead order time was
reduced.

MCHEIL: If you caﬁ't lick them, Jjoin them?

HOFFMAN: Yes thet is the sort of thing. Is that the way to read it or
not? It wes the one thing that finally quieted Congress down.

MCNEIL: Ch, I wouldn't put that much mn'phaas.s on it, I*4 put more emphasis
-02; the fact that you started with léadtj.me and up j:.o e certain extent it
would be a more efficient way to run the program., But all ;yéu have to
do is have two and one-half years leed time on a B-52 and you ere going
to encounter tr.emendous waste, particulerly on an aircraft which is deve-
loping through all the different A, B, C, D, E and F models, etc. All
you have to 40 is have two and a half years leedtime on a B-52 snd you

will £ind that tall services, wing sérvices, flsps, etec., all could under-
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go cilan'ge and you wouid have to serap them. The shorter the leadtime you
can get between the time of the decision and the time you get the article,
the better -- up to a certain 'poi:.r!;. The shorter the lesd time between
your decision and the article, the more efficiency there 1s likely to be,
as long as you can ﬁ:a.ke it ressonably orderly. General Motors, of course,
was the master in short lead times. General Motors Truck Division, for
example, for years ran on an eleven’day supply. That was a weakness too.
In case they had s strike they had nothing. If a.-stri.ke hit a supplier
it affected them, but they kept thelr esr to the ground pretty much.

And 1if they were likely to have n strike, they over ordered on the

parts so they were seldom caught off base. General Motors elways had

8 short lead time. Thet is one of the ressons they made 20»perc¢nt on
sales againgt 10 percent for somebody else. 8o Wilson was in favor of
ghort leadtime. It*s true too that you didn't have to have so much

new obligational authority for each year's aircraft procurememt. Also

we tried to meke an effort to have reasonably stable schedules, and that

' was very important for Congress. Check back far enough -= you'll find
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30 or 40 talls out of Wichita for B-528 before we got s hold of it --
before we found that the Air Force was rushing two months production of
talle before they got the fuselages and the wings straightened out.
HOFFMAN: Maybe T tend to look at the budget t0o much &s a political
document. I remember a Joke thet Henmry (lass told me. It's one that

he says you told him when you were talking about the budget. You said
that the budget is always s Judgmental issue at best and you told the
story about the guest in the New York Hotel. He was & frequent guest and
he a.lwa.ys hed the same bellboy and on this trip he gave the bellboy a
bottle of whiskey, The next time back == you remember this story - he
asked the bellboy how he'd liked the bottle of whiskey? "Just about right."
"What do you mean, just about right?" "Well, if it wes too bad I couldn't
drink it and if it wes too good you wouldn't hs.ve gi';ran it to ne."

MCNEIL: That's budgeting.

HOPFMAN: T guess I always look for that dimension in it, that there ave

always contrary influences working that influence where you want to move

: . Pags determined to be Unclassified
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MCNETIL: Consciously, or subconsciously, I am sure that has happened.

Subconeciously it is bound to ha.yi:én, hauna; to exert influences on ‘thé'
pr§b13n no matter who 1s doi;ag it. But, bif you si;rive to do 1t you can’
do it reasonably fair -- get the evidence on both sides. I would not gay

We were never influenced by political situations, I am sure we were,

If we had something we knew we couldn't sell, or couldn't buy, we prob- :

ably mcdiﬁe@ it somewhat to the point where we could. I am pure we did
that sometimes. .

HOFFMAN: Well, as an e:;ample, I would again like to go back to that per~
sonnel cut in 1957 ~- when you had to make a cut somewhere.

MCNETL: T think we were up to the point then when we were getting ceiling

budgets.

HOFFMAN: Yes, that was efter you had the overrun in fiscal year 1957, !
you had almost & $3 billion overrun. You began to get warning of it in
January of 1957 and it was quite clear by June. At the seme time these
overruns were occurring you were working with Congress op the fiscal

yvear 1958 budget. - The Army reduction was a critical decision because the

Page determined to be Unclassified
4 Reviewed Chief, RDD, WHS
86 1AW EO 13526, Section 3.5

Tt AR 0 6 2014

B

—

o R o S e

o . W

PR,

R Y

T -




!
[
|

|
Army haed been holding at é, million men for several years and was suddenly E

| .
cut to 900 thousand. Ry cubting personnel you could cut fast spending Q ‘
. |
money in both the perscnnel accounts end in operation and meintenance X
accounts. That Was s decision that certainly had political dimensions.
You had to keep those programs with special priorities, and the reduction

in personnel would be one that Congress could understand and that would

create the least amount of controversy.

v i e

MCNEIL: I am sure that you could probably trace it back to a ceiling
budget approach.

HOFFPMAN: It was a ceiling budget. It was an expenditure celling where ’ \ {
the President, Brundsge and Wilson had agreed not to expend sbove $35

in fiscal year 1958. Then came Sputnik. What difference did Sputnik

make in budgeting? Did the 1id go off after that?

i e —

- . MCNETL: TNo, ‘ ., #
HOFFMAN: It didn't meke much of s difference?
MCNEIL: No, because there wasn't much you could do that quick, Any ‘

increased effort om the U.S. missile programe really had to be carried ‘ g
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out by the people already assigned or slowly recrulted afterwerds. Tt
wasn't something you could just go out end double overnight. At least,
as I recall, we didn't think so. You haxl tq gtart the dsy after with the
same mumber of people you hed on Monday. It would take some tim;a before
you could get real acceleration. Anywsy to my knowledge there wasn't

too much restraint in that field on money, or programs, if you could

find the right people to do the work.

HOFFMAN: The reason I ask this is because of the small bit of irony in~

volved. When I follow your office through the 19508, from late 1940s

through 19508 you are increesingly building greater controls to discipline.

the spending process, the appropriation process, the obligation process,
the expenditure process, the comtrol over MAP money, the control over

all obligationsl authority, the apportioxmént process,- t@ allocation
process, these are sll be:l.ng' :'cefined and you had meshed them together in
the financial plan used for the operation of the fiscal year 1958 budget.

i Bc,' everything is consolidated, controlled, and disciplined; 1t was rgally

an impressive accomplishment. In many ways this symbolized the essential
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direction in vhich the Administration had vanted to g0 == and when this
is finally al) retionalized, and made coherrent, then tomes Sputnik, and
I just wondered 1f the seme emphasis and tone could continue on budgetary
discipline after Sputnik. If I'm not mistaken the deficit for 1959 was
$12 billion.

MCNEIL: T take it back. I can't relate certain events to specific times.
It has been 20 years, almost. But, yes, I dox;'t remember 1f 1t happened
within one month or six months but there was the degcision to go ahead
with two thousend mile miasilea- -- one for the Army and one for the Alr
Force, not knowing which one would prove out. And of course, there was

& lot of talk sabout an ICEM at the time but nobody knew guite how to
bufld it, s0 we put tﬂe emphagls in THOR and JUPITER. Those were two
duplicating programs that went on concurrently. The Army bad probebly
done the most advenced work -- by having Wernher Von Braun., They had done
more thinking about rockets, and, they had worked with Redstone, so the
Army realiy hid a leg up. The Alr Force .we.m:ed to get into the business

very badly, and that was through THOR., You financed both THOR end JUPITER
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with the idea thet you would eventually select ong of them, particularly
after the ICEM program aian't seen to be developing.

ERD OF TAPE FOUR

BEGINNING OF TAPE.FIVE

MCNETL: Thg Navy joined the Army in order not to be left out. They knew
as well 88 you snd I sitting right here that they were m;t going to go
ahead with liquld oxygen in the confined space of a submarine. They‘knw
damn well they weren't. They kept their hands in the program until they
could find some way to develop solid fuel missiles, and, of course, that
wes the basis for Polaris. S0, yes, there was incressed emphasis but as
far as ‘the total budget was coﬁcerned 1t wasn't a huge percentage. I am
not sure if you look back if we didn’t take some airplane mohey for that.
It wasAa.ll in one procurement asccount,

HOFFMAN: Would ycu Bay that tl;e top officlals in the Defense Department
and the Administration were as unnerved by Sputnik as the rest of the
country? I understand Wilson wasn't. He allegedly made one of his
typleal remarks when he sald 1t was & good %:rick -- we could do it anytime.
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Yet it had an enormous psychological impact on the country. I wonder if % |

i
'

this wes Pelt as much within Administration?

MONETL: ‘Not as much, no.

HOFFMAN: They took more heat from Congress afterwards, of course.A Con~ ;
gress reversed completely once aga.in,' and went fram calling for restraint |

fo emphasizing the need for a much greater spending :program Were you
surprised thet the Soviets could do thet? '-

MCNEIL: I think it was a surprise to some pecple, and same people thought |

they were probably developing something but they had no proof of it. I !

o e —————

would say there was no panic, I don't recell any panic. }

HOFFMAN: The concurrent missile development, of course, had been going

on prior to Sputnik.

MCNEIL: Yes, but the Air Force was struggljing desperately to get into
the misglle business, They were doing scme work on it, no ques'ticm. As
a matter of fact, they were glmost neck and nec# at the end of six months,

a8 I remember it. We sctually dldn't carry the program too far although

we dld send a few to Turkey. And after several years ATIAS came aiong.
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HOFFMAN: What gbout NAVAHO? That had been cut out just a bit earlier.
MCNEIL: NAVAHO, yeah. That was the winged missile, wasn't 1t7? That was
e tough one to cencel, too.

HOFFPMAN: T wes surimléed that NAVAHO was cut. I was surprised when I
came across it beceuse in many of the reports that came from yocur office
the argument was to cut SNARK and continue NAVAHO, I have looked and 1
haven't quite figured out yet ﬂw this recompendation was reversed. They
continued SNARK until 1962.
MCNEIL: It wasn't done right, We wasted money on the missile business,
but -~ I suppose w.re would do 1t aga;ln if we had to -~ {Jo it all over.
HOFFMAN: It was alw;ys the insurence argument thet prevailed. I know
it must have driven people cx;azy to get duplicastions of systems. You
get 15 different military systems to do one job. You would like to say,
well let's Just have one system, that's enmh.

MONEIL: All we could do was centralize the arguments. One manufacturer
would come in and say that the other guy's product isn't any good. Or

we would go down to research and development, they had different ideas.
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We would telk to Army research people, and so forth, and they would get
confidential and tell you what was wrong with the competiﬂon. I think
you have to keep those chamnels open -- sift out the chaff =~ and

give the rest of it to the hoes to make the Pinal deeision. In research

I
t

you frequently can't get a decision, because people just don't know emough abo{u‘b

.1t, even the experts. In fact, it was an outsider that convinced me that
the Persk;ing missile wes fensible, John B. Mcca;w;lley. He used to be
President of Esso Resesrch. I used to have lunch with him sbout o‘me or
twice 8 week. T wes right across the hall from him, and we went down and
spent some time with two or three of his staff, and that was reslly why

I told Tke that there was a possible substitution for Redstone. Redstone
Just wasn't feasible dbut it kep;!:' the Army In business a.r;d it ’kept Yon
Braun _Océupied‘ Incidentally, Von Rreun 1s with us in Feirchild at the
moment, T see him every week or so. He is a pretty good guy.  They asked
me at Fairohild whet I thovght sbout hiring Von Braun? I +told them I
thought 1t was a good 16.0';.*8., but I didn't think 'bhey could afford him.

After desling with X-teen billions, etec., ete., in Hunteville, how do
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.you get him into a little company where & million dollars is & lot of

money? But do you know,he is stingler than the rest of us? - He really is.

HOFFMAN: Of course, the . Army did have exﬁa-ience‘in transporting heavy
missiles. At least they were supposed to h;ave ;neen lugging around the
CORPORAL in Burope and I I;mmr it was a pretty big piece of equipment.

It was supposed to have been deploye;i.

. MCNEIL: They always talked about solid fuel, but they couldn't make it
work, because they didn't have enough push per pound which 18 the way

I would describe it. Finslly, they d4id get it so there was enough push
for pound. It mde. Polaris fea;aible.

HOFFMAN: One more question in this regerd -- in ;959. P

MCNEIL: I left in November of 1959 when Ike had a year to-'go. I guess
I was ggtting to be old and I was damn near broke, too.

HOFFMAN: 'The sv;ggestion has been made that if the Army had not sought
to remske itself into an atomic force but had instesd stuck to its more
traditional role 1t might have actuslly been better off.

MCNEIL: Well, the big change in the Army -- I can't idemtify it -- I
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can't recall the exact date but the Army, for & long time, Was committed

to a moderate size regular by %11:1: the expansion under war time eondi-
tions to 100-105 Divisions, that sound right?

HOFFMAN:  Wartime -~ 85, I think.

MCNELL: 85, well as I remember it, it was 100 divisions or theresbouts,
with the result. that they had their demn force scattered so thin around
the country on a base structured for mim, that they had MMng f:o
shoot with, The big problem was trying to get the Army, it was not the
Army's ides incidentslly, to take about four divisions of thelr so-called

eight or ten divieion force, and make it a ready force -- as ready as the

Marine Corps brags about., That was the most important change in the Army,

because it took a long time to get the Army down ;bo 8 reasonmable figure
for mobilization potentlal. A tremendous effort went into getting the
Army to recast 1ts .mob:llization structure.

HOFFMAN: ‘There was alvays a conflict between the Army, Navy armd the Air
Force over the mobilization base. I do not think 1t was ever quite re-

solved as to whether it was going to be a six month mobilization base,
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& three month mobilization base or a three week mobilization base.

MCNEIL: That's true. The Army was really going way overbosrd. But they
developed their atiborne divisions, I remember, down at Fort Bragg and -
they fina.lly- got to sbout four divieions that were, what we call ready,
in Marine Corps terminology. In fact the Army's four reasdy divisions
were the biggest threat to‘ Marine Corps. Yea, the Army wanted to take
over the Marines for years. They didn't have e prayer as long as they
were following that mobilization philosophy becaus? they has; nothing to
shoot with. But once they started those four or five resdy divisions the
Marine Corps was f&cﬁ—fo look to its teil.

HOFFMAN: You wouldn't have liked that., I gather that you alweys trusted
the Merine Corpe. You believed that they knew how to watch thei;r dollars
and unlike the other Services, where you placed a tighter rein, you were
reslly more flexible with the Marine Corps budget.

MCNEIL: Thet's right -~ by nature they were a thriﬁy outfit.

HOFFMAN: T noticed that,

MCNEIT.: Whether it's rugs on the floor or what not. For example, they
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bought about one hundred thousand ties from the Air Force for 174 --
cost about 50¢ new and the Air Force didn't like them -~ they weren't

quite the right shede. The Marine Corps bought them for 17¢. - Sure, if

you had children wouldn't you Judge them the seme way? If they were thrifiy,

you wouldn't check them quite 80 carefully. They had fewer rugs on the
floors and watched thelr telephone bills to & greater extent. Joe
MeNarney, did you ever hear of Joe MeNerney? He used to be the mumber

2 man in the War Department during the war?

HOFFMAN: Yes.

MCKEIL: And later he was président of Conveir. He was.in the ?entagon.
He had four stare at the time and he and I were given the job by Louis
Johnson to go through and see whé:b activities we could change to develop
a syatén of more. detailed planning. So we held. what might be called
bearings for a month or so. We sat down évery dey, and the services'
salesmen would try and sell us on their ideas. The Marine Corps had

a quartermaster for years -- quite a guy. He had been guartermaster for
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Years, and was not subject to the usuasl rotation every three yesrs, 50
he had been around sbout 30 yeers. And, Pete, nsme Pete something -- I |
knew Pete pretty well. Joe McNarney didﬁ't know him.” So we got down to

e point, and finally we walked across the hall and Joe McNerney said,

"listen, we have squeezed these people hard enough, we bave gone far

enough.” "Fo," I eald, "we haven't gone fer enough yet. You know,"

I said, "just look at Pete -~ if he starts to perspire, we have done all

we dare do. But we haven't reached that point yet because tbat guy has «
got stuff squirreled away all over the world." When he started per-

spiring that @hﬁ, we quit.

CONDIT: ﬁid you take the McNarney committee, the Management Commi ttee,

very seriously? ’ i

MCNEIT.: Yes, but it was Just‘a one~-time~over affair.

|
- a

CONDIT: I see. D14 you feel that it really achleved very many efi‘:i._cienciea?

MCNEIL: No. It achieved more cutbacks than it did efficiencies. Efficiency,’

[

some stations were closed as a result thet should have been closed, yes.

GONDIT: Were some closed that should not have been closed?
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MCNEIL: FPerhpps. I doubt it though., Right at that time, the big Job
was getting things back under control again. Because when you have a
wartime affair, with forts and warehouses all over, in every county seat
and town all over the nation, you have to do something. You are golng
to make some mistakes, but you have to squeeze it down somewhere,

CONDIT: Didn't that McNerney Committee become the Management Committee
for s look at the interusl OSD organization?

MCNEIL: I don't t@m they did very much in that for OSD, For the
Department as a whole, yes. They really had two things. McNerney had
the management committee, then we did things separately at the same time.
For example, the new wind tunnel down in Tullaboma, Tennessee. Joe and
I spent three or four days on that one., I don't know 1f we did 1t in-his
capacity as mansgement committee or we did it separately. No, I would
saﬁr the management committee did +the two.

HOFFMAN: Talking about reorganization, -- how would you assess the
importance of the 1953 reorganization?

MCNEITL: Rockefeller, let me see. That didn't change things too much, it
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changed the titles more than amything else. Where you called someone the
Chairmen of the Munitions Board h; wes now called the Assistant Se;::retary
for Supplies. I didn't think it made to;o much difference.  The same hgid
true for the Research and Development Boerd. We had him there before --
hed the medicel too -- 8o that didn't change too much. Nor did it change
the philosphy of operstion. But on the other hand the McNamars approach
and what the Navy has done recently is really territle I think. There
was & time when the Navy had the lousiest looking organizastion aharﬁ but
the best organization I know cof because you had the supplier and thé user
in competition, which I think is very ﬂea.ltmr. In other words you had
the user, whicl{x was the fleet, and the shore staff which was the support.
The uger would a.lya,ys complain ebout the inedequacies of 'theéupporting
establishment. And the supporting establishment would glways complain
gbout the unressonable requirements and demands of the cpersting foree,
But that's precisely the sort of tension you alwayg want to keep. The

Navy has lost it, the Army never had it, and the Air Force really hman't

got it either. With McNamara's changes we now have three pyramid structures,
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80 it is hard for an opposing vievw to get circulation within any of the
gervices. To the extent that the Alr Force can have a detective force

Terreting out alternative ideas ~-- you might compensate for part of the

weakness -~ but it doesn't replace a gystem of internal checks and balances. A j

Let“me give you another example. In 1946 the Govermment was getting
to o point vhere they wanted to change the ftreéuenciea with wﬁich you
could use communications. Certain ultre~high frequencles wepre being used
" by Ravy which had to be turned over to the public. The CNO wrote a memo-
rendum to the Buresu of the Ships direeting them to procure crystals and
80 forth, for the whole fleet. The Bureau of Ships didn't have enough
money, s8¢ I met the Chief of the Bureau of Ships in the hallwey one day
and he sald, "do you know wh;t that damn McNerney is doing?" . I told him
I would meet McHNarney. We did and within en hour we agreed on a five
yeay program to replace the equipment which was feasible, Under a pyramid '
structure, things like that would be buried. 5o, I think the Forrestal

philosophy of organization is by far the best, but I don't think we will

ever get back to it -~ barring another war.
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HOFFMAN: Maybe I am not as clear on Forrestal as I should be but how
would you define the Forrestal philosphy of organization?

MCNEIL: Well, the development of having the support or the supply and
logisties function in competition with the user.

HOFFMAN: That's your idea, that's not Forrestal's.

MCNEIL: Well., , .

HOFFMAN: You are glving credit where credit isn't due, I think.

MCNEIL: Basy to sell.

HOFFMAN: No, that is definmitely your philosphy.

MCNEIL: Forrestel just didn't put the worﬂs. on it but that was his philo-
sophy. That's were I learned it.

CONDIT: He bought it from you.

MCNEIL: No, he described it in better terms than I could though I don't
think he ever wrote it out on paper. .

CONDIT: Why did he search you out in the very begimning? Why did he bring
you along to the 08D?

MCNEIL: Accidents happen! The first time I met Forrestal was in 1943.
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I had a difference of opinion with the Naval Alr Ppeople who had an amphi-
bicus glider program. I had taken a look at it, and didn't like the looks
of 1t. My job then was disbwrsing officer 1;or the Navy, which T wasn't
qualified for efther. So we had this argument and he told me to come up
with a revised program in a few days. We met again, and Forrestal approved
‘it, and that was the end of that.

Now, I will tell you another story. A little vhile later, Forrestal
invited me to lunch one dey, I think 1942 or 1943. _ I bad come down on a

bus that marning and had read the New York Herald Tribune. Forrestal had

been out the night before and had made & speéch on the civil eervice,
comparing it to thg British system. I read thé darn 'thing going down;
I know no more ebout the civil service than the man in the moon. Or the
British system. I d4id have the sdvantage of reading that colm that
- morning. So when he asked me a couple of questions, I answered. Well,
1t was strictly accident. I hed developed e couple of ideas though that
Forrestal finally approved; so he created the post celled the Fiscal Director
of the Navy in 194k. He ssked me if T would take off the uniform to do it,
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and T told him no, that I didn't want to take off the uniform. MHe wrote
me a note to wear civilian clothes when I chose. That was the sol;xtion at
the moment.

HO;"FMAN: Maybe he just didn't went you to go back to The Waghiggg.on Post.
Did Forrestal give you the name "Gray Euinence?"

MCHNEIL: Which?

HOFFMAN: In the Pentagon you were referred to at times as the "Gray
Eminence.” Maybe that was something nobody told you about, but I came
acrogs that term as a code name for yop.

MCHEIL; Gray?

HOFFMAN: The "Gray Eminence."

MCNEIL: Nobody ever accused me of being an eminence.

HOFFMAN: Ch well, it vas a term that I found when people were referring
to you. It suggested, in eiea.rlar ‘r‘eap.ectful tones, your suthority.
MCNEIL: T think I heard it one time, but I don't know. Actually, I don't
$hink we 41d anything that wasn't va reasonably decent translation of whet

the boss would do. I don't think we dreemed up any ldeas of owr own, &t
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least fnot too much. We saw something, we would develop it, but we
didn't write reports for any of my boases, as such, I went to see him

about samething and maybe he would write a memorandum on it. I have one

right here that I just brought along as an ides. Here is one I wrote, no it

i
E

1

was for Admirsl Sherman. The only remson I wrote that was because Sherman's |
, B ]

secretary was gore. I wrote it and sent a copy to the Becretary so he
could call me d@ if he didn't like it. This was the cne on the force
structwre of j;he Nevy that I told you ghmrt ear]ie?.

éONDIT: What about Mr. Gerlock, was he a helpful person?

MCNEIL: Yes, he wg.a not & great thinker but he wae awfully good on
execution. Terrific capacity for work, pretty savvy, and he was good.
Ha.wae good.

CORDIT: V¥ho else was helpful?

MONETL: Oh, golly, I had 30 or 40 of them that were good, That was what
I was saying before you ceme in this)mcn; I vas luckyﬂthat T had some

awfully good people. My Job was being a catalyst among some very bright
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CORDIT: Well, who selected those people?

MCNEIL: We all did.

com'_(j: You hired them?

MCNEIL: We all did. Somebody is bright, brings in somebody else who

is briéh’h.

HOFFMAN: Maybe I ‘em wrong about this, but I get the impression the:t;
during the budget process every yesr, and especlally at the big tent
shows, something was alweys rigged. Each year the services would come
in and presgent their cases. You were always cast in the role of the Devil's
Advocate, of cutti;:g below where you knew in fact the final figure would
end up. And Secretary Wilson could then play the role of good fellow
because he would always give them a little more, but I'm certain th;‘c
you both worked out that figure before ani knew precisely where you were
going.

MCNEIL: I Imsgine he put the figure in before we started.
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ROFFMAN: But he had to get ';;he figure from you!

MCNEIL: Well, maybe. I didn't tell you about his trouble with the .
chaplain, &id I?

CONIIT: The Chaplain?

MCNEIL: The Chaplain. We were having one of these tent shows and the
Army hed ayout LO Generals and 50 Colonels present. Iovett and I were
sitting at the head table and we were going through the Army's regquest
and Lovett sald, "Now we will listen to the Chaplain Corps.” Someone
said to me, "Mac, if we cut any money out of the Chaplain Corps it will
come out of bibles end secramemtel wine." The Major General of Chaplains§
got up and said, "Lgt us pray.’ There were about e hundred people in
the room but aﬁer he gqult praying you could have heard a pin drop.
There was absolute silence for ~- oh, 10 seconds or 15, glthough it
seemed like & couple of minutes. Then he finally sai}i, "You know my
freme was never built for a chair like this." That broke the ice,

everybody laughed and that was the end of the incident. 1 remember it,

"Let us pray." ~ Paga determined tob ifi
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Budget decleions certainly were not made unilaterally and: in
the dark. T used to arrange for the Chief of Steff and the Secrei;a.ry
of the service to go see Wilson, Lovett, or even the President if theyﬁ
didn't like it. In fact, I forced Max Taylor, when he began crying
about éome tyings » 10 go see the President. The President virtuslly
threw him out.
HOFFMAN: C(Considered him & parcchial general, huh?'
MCNEIL: Max Taylor was a wonderful guy, but he 1s hard of bearing. He
would agree to things ax‘zd then go back and the Generals and Colonels
would say, "You mean you agreed to jtha'b?" Next day he would meet with
the Chairman and the Joint Chiefe and say, "I didn't agree to tbat.".
He hedn't heard it. About six weeks before Radford retired*,' Twining
ceme in to see me and he said, "Maec, you have kncwnA Reddy for years,
came from the same home town and so forth, will you do something for

us? Idife," he said, "is unpleasent down here because of Redford and

Taylor. They are st odds the minute they come through the door.” T
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sald I kind of agree with Radford, but I'll go see what I can do, So
I went down to see Radford, and he said, "Yes, I knaw all about irr;."‘
"Well," I seid, "you have only got six x‘reeks before you retire, so why:
don't you be nice to Max? Besides," I sald, "what difference does it
make?" So, I went back and told Twining I did my best but I didn'.t
know if 1t would work or not. A month later Twining became Chairman of
the Chiefs, and about two monj;hs after that he came in and put his feet
on the desk., "Mac,"” he said, "I am awful sorry I got you into this.

I now think after having been Chairmen and dealt with Max for a little
while, I think Radford is the most tolerant man in the nation."

CONDIT: The most tolerent man in the netion! Well, Teylor really must

have been difficult.

MCNEIL: Taylor and his wife are the most delightful folks in the city

of Wasl‘iing-bon, both then and now. My wife and they plsy cards regularly.

He is pretty good. He has learned a lot in the last 10 yesrs.

Actuslly, most of his troubles with those senior to him stem

from his being hard of hearing and not wanting to wear a hearing aid.
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Bagically, though bhe is a very nice person. VHe ie smart. He can spesk

a mumber of languages. He‘accepted his duty in Korea in Korean, 1;1 Gemaxv
in German. He is guite a student.

HOFFMAN: Is that right? I never realized that.

MCHEIL: He slways keeps himself in shape; he looks llke a soldier.

As a Vest Fointer he was & good superintendent.

HOFFMAN: How would you compere him with Ridgwsy?

MCNEIL: Well, they are entirely different people.. At & desk I wouldn't
pay Ridgway much mind, but walking around the 36th perallel with a grenade
swinging he was magnificent.

HOFFMAN: Just wasn't cut out to be a planner.

MCNEIL: Yes, not a planner.

CONDIT: He ig a combat general.

MCNEIL: Yesh, he was like Bull Halsey. At a desk Helsey wasn't much

of an opersator.

END OF TAPE 5 : g
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MCREIL: You always have to think. of what kind of jobs these men can
perform best. We have & funny habit in America of thinking aomebc;dvaho
can run 35 yards for a touchdown on Seturdsy can do everything -- that
is not always true,
HOFFMAN: In the Wilson period you get a distinet lmpression of Ridgwey,
Taylor, Radford, Twining. -What about Carney?
MCNEIL: Smart little Iristmen. He was in charge of the Dirty Tricks
Depertment for Mimitz out in the Pacific. And he was pretty good at it --
pretty good st it. Mick was all right, he wes not one of the great Chiefs
of Navel Operatiéns. He had been with Mmitz. He had & good fellawing;
px;obe.blé,r not as much as Halsey, but he wes pretiy populax; with the fleet,
And on the whole he was a pr;zt'b'y* good CNC. Bub he didn't d; anything
to establish a basis for the future. He was not effective es far as a
thinker, planner, ete. but he was & good operator.

. Nimitz was great from the sense that -- well take Nimitz in contrast
‘ to'King. I knew King. I had the privelge of working with him for some

time. He was extremely able; he knew the detalls of every englne;

Page determined to be Unclassified

Reviewed Chief, RDD, WHS
1AW EQ 13526, Section 3.5

|
|
i

|

-




technicelly, he knew his business. And he was a very dogged individual. .
¥hen he knew something, he stuck to it. But his. staff was d.efini*l':els;r
second rate, not competent. Now Nimisz'was Just the opposite. When he
went to the Pacific and leter became Chief of Neval Operations, every
one of his senior staff was Chairman of the Chiefs or the CNO. Nobody
that worked for King ever got the top Job. Everybody who worked for
Nimitz was on top because hé selected them. Carney was one; Fechteler
was one, Sherman, who was probebly the smartest of the entire generation.
Those were the type of people that Mimitz had sround him Nmitz —t;hen
became the judge. One morning I had en idea I wanted to try tc sell.
Nimitz asked, "Will it take too long? Will you come in Saturday?” T
sald, "Sure." 8o he got to Radford, Sherman, Carney, Fechtéler; and

that morning I laid out my story. They asked questiqns for an hour or
two. They didn't like it very well, none of them. Nimitz didn‘t‘aay
one damn word for three hours, except tap his ﬂngér about like that,

At the end of three hours he sald, "Maec, you are quite a salesman, thank

you-gentlemen," and that was the end of the show. 8o he elways kept the
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right people around him. As I ssy, he became the judge between the idess

‘promoted by seversl very bright people. Idke Carney, Carney was bright.

Fechteler was an old salt, salty seadog, The kind you alwsys resd sbout.

Ageln out in Guam when he was there he had Sherman and Redford snd

his staff. All day he listened to the a.rézmerits sbout the next day's strike

at Honshu. Finally as Commender he said, "Gentlemen, I think I would
semj two carriers, not four,and I think that would be aécura:be. Thank
you’very much Gentlem%n, " and that was thé end of the discussion. No
commands, no sqgads right, squads left. That's why Nimitz wag one of
the really great CNOs.

HOFFMAN: Under “bh; New ook, the Navy did pretty weli congidering the
general orlentation of the philosophy and the faet that 1t was somewhat
divided within 1tself, with Rickover and his supporters fighting the

rest of the Navy establishment.

MCNETL: Rickover did a good Jjob,but he takes eredit for several things

where others should be given.credit. The Bureau of &hips, for example,

wag the sgency which developed the idea of cutting the first seven attack
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submarines in two and putting in a mid body. That concept didn't come from
Rickover. Rickover's program x;as advanced probably two to three years,

but somebody else had the idea of putting s mid body in seven attack A
submerines. We got Pelaris in there awfully fast. In fact, that program
pro'ba'bl.y is the model for all big prom for the future. Admiral Raborn
did = beam:t;iful Job on that one. Kept his hesdquarters staff to about

.l‘+5, used all the avallable skill and telent in the country. They were

‘ a.llv pepped up. No big program ever came along 80 fast, 80 cheap, and

gét action so quickly and has been so successful.

Raborn came down one day and said, "Mec, T am in troubie. We just
had a test yesterday and the nozzles, which had originally been developed
for the liguid fuel migsile, burned out in leas than e minute. I said
to the sciemtists what the hell happened? The sﬁien;biats apparently
didn't figure out or didn't reslize that the nozzle temperature for solid

o
fuel was 7,000 instead of 3 ,5000. It burned out oo gquick.” I said,

"oan you get it fixed?" He maid, "I hope so." "What sbout the people
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who mede the mistake in the first place?" He said, "oh, I would like

to try them but I have got six others I would like to put imto businéss.”

"How much is it going to cost?” He said, "About 10 million each." I-

said, "That's an awful lot of money, Jjust to correc;b an error and I don't

have that much in the petty cash draw, but I will go and see the boss.” *

I went to Wilson and he sald, "Well, why don't you go shead and fix it?"

Okay, I walked out and told Red to get going. It didn't take very much
to fix it, but there's a case where you had to meke a quick Judgment. ‘

If you stall the thing 90 days you really have a bill on your hands

PRt S

because your one-hundred million month overhead continues regardless,

i A~

plus you're not getting the right system. So there was a case where you é

couldn't spend too much to get that thiné fixed and fixed quicl; -- assuming |

i

you could get it fixed. Thet was something Wilson would get in 10 sec-

-3

e, Sl gt

onds where scmebody else might take a month to try and figure it out.
He recognized that the minute ymi have & hitch your overhead goes on and
you can't stop it even though all your productive work stops. "What 5

are you telling me for," he said, "go £ix 1t.". Pagedetermined to |
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HOFFMAN: It is intereéting that in tl;e 15508 you should have Wels
within the services. In the Air Force you had the eontir;ental dei"em‘;e
migsion which never generated any resl c;nthusiasm as opposed to the
strategle bombing concept. Similarly, much of the Navy was never

reﬂﬁ‘ enthusiastic about submarines as compared with its surface ships.
This suggests thet you must heve civilian direction to insure that the
services pursue the intended direction.

MCNEIL: With the pyremids they have today, the service secretaries don't
exercise much suthority. It hurts me very much to see those pogitions
dovngraded.

HOFFMAN: They are really downgraded now.

MCNEIL: It 1s terrible, terrible. Mddendorf is nothing bﬁt B anlesman.
He runs sround with a bﬁefcase selliné gomething; he hasn't managed the
Navy.

CONDIT: But wasn't the start of it right from the vexﬁr beginning 01:’
unlfication?

MCNEIL: Very shortly efterwards, yes. It has been Aweakening over the

Page determined to be Unclassified
Reviewed Chiof, RDD, WHS
1AY) E0 13526, Section 3.5

116 Date: m o 6 200

o I8

N s b 5 o

B e -

—- ——-"



e A )

last 20 years.

CONDIT: The moment they were out of the Cabinet, it seemed to me it began.

MCNETL: That's correct, the Buresu of the Dudget and . . + . Marx Leva
saw things quite differently than I did. When he was in the Department
of Defense, he sold Truman on the ides, and Forrestal probably didn't
fight 1t quite a.s strongly as he would haye five years earlier. That was
when they figured he wasn't feeling too well. Forrestal believed in s
pretty strong Army, Navy and Alr Secretary. . In 6t}xer words, you would
have a holding company with three great, strong operating compenies.

And what you do is tie the three togethev. ‘I wish we would get back to
that sometime. Probably can't. OSD has taken too much of it.

CONDIT: Well, with the Becretary of Defense hqving 211 this control over
budget --

HCNEIL: He hae alweys hed that.

CONDIT: Yes, but 1t is one of the other factors that has been playing

along with the lessening of the Services' roles -- the Service Secretaries'
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MCNEIL: Well, the Service Becretary gets scmeone to give him two or
three trips, and he gets the band played a little bit, and he makes 8
speech or two. It is hard to come home and make tough decisions.
HOFFMAN: In the case of the Air Force and the Navy during the 19503;
do you think they were forced to follow some of the programs they didn't
want to pursue because of the strength of the Secretaries? Ig this what ‘ ’
you are saying?
MCNEIL: I would sasy no, not. . .
: : : t
i R . 4
HOFFMAN: Did Quarles, for exsmple, force the Air Force to pursue continental, l
defense intensively whereas it would have preferred a more gradusl approach. | '
MCNEIL: To a degree, yes. Actually, I said it first in reference more to | !
the scores of decisions that you meke from day to day, vhereg there are f :
differences of views within the Services. Under the pyramid structure,
i
. |
Middendorf, for example, doesn't hear of the Navy's troubles. It used to be * # |
the Secretary would hear of it within minutes. So you have two ways to
menage a big organization, one is to manage by exception, which I would

do, try to do, and the other try to run every detall. When I was President
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o:f Grace I didn"t try to run the whole thing; I tried to rig it so that
the real troubles would all come up and hit me in the face the ﬁrst.thin'g
in the morning.

© CONDIT: Mr. McRell, as a result of this dlscussion this afterncon, iI;.
which ;rou have sort of been reliving 12 years. . .

MCGNEIL: MQre than 12 yesars.

CONDIT: , . .of CSD mgtm, I wonder 1if you would like to sumarize the
periods -- before Korea, during Korea, 'and the Wilgon era right after
Korea. Do ym; see major changes or wajor trends golng on during those
three periods, either co;xtinMDg or changing?

MCNEIL: T don't know how to answer that, q_ui;bg. Orgenizationally, I
think the thing, of course, moves. toward a more highly centralized organ-
ization and a lessening of the a.utho,rity‘of the Service Becretaries.
CONDIT: The continuing: trends throughout all three periods, is that right?
MCNEIL: Yes. |

CONDIT: Do you see greater efficiency as a continuing trend?

MCNEIL: No.
PFage determined to be Unclassified
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CONDIT: Do you see each change of administration as a place of back- é
tracking and relearning and starting over again?

MCNEIL: That will always be true. )

CONIIT: Necessarily?

MCNEIL: Yes.

CONDIT: Couldn't you save CGeneral Marshall from some problems because.

you had worked with Forrestal?

MCNEIL: That goes on all the time. Perhpes T didn't understand your

question. But, I would say that every new Secretary that comes in,

every new Chairman of the Chiefs, or new Chief makes elther the same or
gimilar type mistakes when he comes, and probably in about the same muber.

Maybe different in charscter a little bit.

Hopefully, if one has gotten something out of the National War College,

that year is awfully wveluable, I think. I give Forrestal credit for that

t
1

one, The Army had the war college before which was pretty good. T

think expanding that into a Nationsl War College wes right. It wasn't the idea
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of doing, of the question you just ralsed. If men go down there for a
year under no responsibilities tt.;: report to & senior, they can be: free to
think and to spend a yeer in a.ssouiatio‘n with Air Force, Favy, Army and
other personnel. If they then go to the staffs, they will be much more
competent to assume increased responsibility. I think it's pean pretty
good, although probably the benefit isn't tangible. WI mean, you prc;bably
couldn't take any one individuel and sey he is better. I am sure that

ig all you sre doing during peacetime in the military anyway -- teaching,

learning, golng to school, some kind of school,

CONDIT: Korea, I guess, was our first modern limited war. Do you feel that

people absorbed its lessons? Or did they draw the wrong conclusions when
they went in ft;r the strategic concepts of the Eisenhower period?
MCNEIL: We didn't learn we had to win a war if we started one! We
d:ldn'l'h lesrn that we should win s war 1f we get into one,

CONDIT: Should we win it?

MCNETL: We should have won 1t.

CONﬁIT: What would it have taken to win Korea?
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MCNEIL: We shoﬁd haLve won -~ I am thinklng about Indochins.

CONDIT: Oh, Indochina is different. What sbout XKorea? Should we have
gone after China?

MCNEIL: I think MacArthur was probably right. If we had bombed the supply
depots within a hundred miles of the border, I don’t think it would have
hurt us very mﬁch. You see, we had a couple of peopie who di&n'ﬁ want

to use the A-bomb because they didn't think we had epough of them. I

say we didn't think we had enough of them at the time.

CONDIT: So, sctually you supported the MacArthur ;:hesis; that we have

to win the war.

MCNEIL: T am afraid so.

CONDIT: Well, having taken the limited concept in Kores, dayyou feel

that was the proof that we would follow that in Indochina, that is, from
the polnt of view of the other side?

MCNEIL: I am sure that was given same thought,

CONDIT: We certainly did try to assure them by every means that we counld

that we were not going to extend the war -- the Korean war into China —-
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we gave them every agsurance we possibly could.

*

MCNEIL: With all the power we had -- and we still left Hanoi and so forth

intact --

CONDIT: Wﬁa‘t veriod are you talking about now, 19657 and so on?
MCNEIL: And 1970. Onece we got into it in a big way, I think we should
have tried to win the wer. I think it could héwe been dope. Without
the logs of life we had, without the expense.

CONDIT: Do you think ~-

MCNEIL: MacArthur went ashore in Inchon. That was oksy. We could have
gone ashore in Henoi too.

CONDIT: The beginnings of Vietnam were certslnly clearly started in
1950-51. By 195i we.were peying a third to & half of the cost of the
Indochina wer for the French. Acheson was very strong for saving Indo-
china ms I recall.

MCNEIL: Bat he helped give away South Kores!

CONDIT: Well, wouldn't you have to stay with the ides of limiting war in
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Korea if you maintained the limited mobilization base &t home? You

were éne of the people who sugge;ted that limited mobilization ba:se;
Wasn't there implicit in that limited ﬁobilization base the idea that’
we would maintain a limit on the war in Korea?
MCNEIL: I think we hed enouéh air power not to require & tremendous
increased force over what we had. We left everything intact in North
Korea.,
CONDIT: How did General Marshall view the situation in Korea? Did he
ever expreas & feeling? I understand General Marshall was very worried
about the division between the American troops of the Eighth Army and
the American X Corps on opposite sides of the mount;in in November of
1950, and of course it was right after the start of our offensive that
the Chinese came in in great numbers and drove usg back. -MacArthur then
- claimed that he had forced the Chinese into a msneuver before they were
ready. But even though we forced them into a maneuver when they weren't
ready, we still had to withdraw -~ very fast, let us say. And really,
MacArthur was quite upset about the way things were going by the end of

December, Now, why didn't Mershall say anything shead of time about those

12h
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deployments?

MCNEIL: I can't snswer your question.

o e

CONDIT: You didn't ever see any discugsion of that? Mr. Lovett
suggested that when you have that kind of a commaender in the field,
_you could fire him, but you conldn't nitpick him.

MCNEIL:; That's true. Of course, the Army let MacArthur act like a

spoiled child, MacArthur was an unusual character. The Army used to
:lnvité him to come for consultation, and he would say he was too busy.
The Army finelly got to the point where they would send out wires ?
(this is not word-by-word) saying -- 1f you are not too busy, it would 1
be awfully nice to see you; if you could come in this direction in a
couple of weeks, we would like to see you, ‘l‘hgy wouldn't sa.:}, "Report

to Headgquarters at 8 a.m. Monds.y.“‘ Think Joe Collins would send a ' !

- wire like that out to MacArthur? Of course he wouldn't! So he developed |
his own uniform, his own cap. And he didn't get spanked for it, so why
showldn't he go further? R

.
CONDIT: Well, he got spanked finally. Do you happen to know anything !
about Marshall's reaction to the firing of mmthm?ggg&g?: %‘mg?dégé) ev}lﬁlg Iass“%ed
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MCNEIL: Only what I resd.

CONDIT: I have heard that Marshall was.not qﬁite g0 enthusiastic:
&8s Mr. Truman said he was about the firing of MacArthur. Do you
know anything sbout that?

MCNEIL: All T know is that he agreed, cast some aspersions -- I
don't know if they were vicious.

CONDIT: He cast some aspersion on MacArthur?

MCNEIL: Yes. MacArthur. He said; as I heard or read it, that he
agreed with Truman's action -- I think it ig time we got rid of the

8.0.B, Just what I read. That's not first-hand.

HOFFMAN: Well, talking sbout personalities, you were so close to Secretary
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Wilson, what were his opinions of some of the others, of Dulles for example?

MCNEIL: He and Dulles got along quite well. Dulles came over quite often.

50 did Humphrey. That triumvirate wes a pretty sﬁrﬁng group of people.
They didn't necessarily all agree on everything but Ike depended quite
a bit on each of the three. I don't know _11’ 'thw ever operated as
&8 clique. I know whenever Humphrey c@e over for lunch there was no
question as to what he belleved in. He spoke right out. But he always
did it nicely. Dulles wes & bit scholarly --

HOFFMANR: Wilson, how would you charascterize Wilst;n in comparison?
MCNEIL: VWell, as I gaid, about every five minutes, he would come out
with something like ~- like drinking water out of & fire hydrant., One
time, he got into an | . argument with Senator Sam Ervin from Nc;rth
Cagalina. Senator Ervin told e little story which he had actually got
_from Wilson. He sald, "Remember what the mama wha.le‘ said to the baby
-whale: you only get the harpoon when you are spouting; *

CONDIT: He is unforgetablse.

MCONETL: Jugt one after the other. The Mule's story 18 one of the best,
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Farmer lost & mile and found & rope. But he wauid say something like
that you know which would give a pretty good swmary to a very ccan:-
plicated situa.tioﬁ.
CONDIT: He had a marvelous homespun quality, despite which I suspect
he was a very suphislticated man.
MCNEIL: He was a very practical im?;.ividual. He invented the self-
starter. Married his secretary, Miss Jessie, She's quiteﬂ a gal., She
stood up for Erwin, .
éomnm: She stood up to Eiserhower. ;
MCNEIL: Thet's what I mean, sure. About Dulles? Sure. She is a nice i }
gal. She wasn't a martinet. She was a little noisy, but not the Martha
Mitchell type. ' | ‘
HOFFMAN: She probebly could sing, becsuse I know a man vho was in a

A veterans' hospital when Secretary Wilson and Mrs, Wilson came to visit,
Sh;z serenaded the troops. ~

MCNEIL: Probably sang the face on the barroom floor. But the peculiar i

- e,
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part of Wilson ig I am not sure he wouldn't place ss much weight on

the views of the Sergeaﬁt wt;o sat at the desk autsidg his officé as
the four star General who came in earlier or later. That is probably
‘not & c‘orrect statement.

HOFFMAN: P;oba.'bly true of Kyes -~ he didn't seem to care for generals.
MCREIL: Kyes was a different person altogether. He had one real
talent and that was how to place machines and éeople t0 increase
production. He was good at that, He was only in the Pentagon for a
short time,

HOFFMAN: He sald he did a lot of cutting while he was there. No, not

much? More smoke than fire?

MCNEIL: Not much. He bragged asbout it, but not toco much.
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BOFFMAN: 1In a way, they were such contrasting peisonalities,
Wilson and Kyes.
MCNEIL: -1 knew him before he came down here. The truck company was
in the red for four years after the war, néver was in the black. They ,
put him over there and he cut leadtime down to an average of 1l days
or less and got it in the black. He was good at something like that. ‘
He walked through the shipyard down in Washington, and he’pointed out
in 20 minutes how to make it work easier and fester. He was good at *
plant layout.
CONDIT: LeBaron told us that Mr. Wilson used to git on matters and
meke no decision. When he was asked, he would say, "Bob, when I
underétand it, I'1l make a decision.” - "But,” said Mr. TeBaron, "he E
never understood it!" And according to lLeBaron, Sherman Adams celled ' ; ‘
up saying that papers were piling up on his desk and he had to have
dec;';sions and what did Mr. Wilson think?

|
MCHEIL: Well, leBaron was sure at thet time that you c?uld get ‘ {

electric current developed for two mills per kilowatt. 'They can'*t
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do it yet. Wilson doubted some of the things that Bob was trying
to sell. Bob was on the right track, but about 20 years ahead of
time. That is really what the story was. I can imagine Wilson si‘bmﬁg

on it for a long time, because Bob seldom came in with a completed
project. |
CONDIT: But they bypassed him. ILeBaron went to Sherman Adams, told
Sherman Adams what he thought, and Shermsn Adems operated on it. I
asked Mr. LeBaron what happened when the decisions came through. He
said that Wilson really didn't know about it until the decisions came
through. I said, "Yes, but when they came ;:hrough, he knew you had
bypassed him. What did he dof" And, according to the answer I got,
Wilson se.id, "Hm, bm, tm . . . I guess it is all right." And that
wes it.

MCNEIL: Wilson could make decisions quickly snd he could string them

I told you one story about Twining and the generals, when

out, too.

he took from 3 o'clock to G:30 of an evening on the slipstick. He

knew the answers before he started! Page.determined to be Unclassified
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CONDIT: But he made a decision, at least, six f:ours later.

MCNEIL: Oh sure, he made the de;cision.

CONDIT: Well, this was six months, 4 : -
MCNEIL: I'1l tell you.a story about decisionsf Up in Genersl Motors
he had the same reputation: It was hard to get decisions sometimes.
But this happened just before Wilson. came down to Washingbon., One

of the boys told me that Henry Ford end Ernie Breech phoned and wanted
an appointment with Wilson one afternoon, 2 p.m. He knew Wilson
would string it out, to find out what was behind the request and so
forth., So two o:‘r three of the other boys in the of‘fice‘ phoned their
wives and said they wouldn't be hame{tonight 3 they knew there was
going to be a long session. Ford and Ernie Breech walkeﬁ intc the
office, and Wilson met them halfway to the door and said, "What do
you want?" - to Ford. He sald, "Well what they wanted was to see if
they could get a hydromatic transmission on the Lincoln." .W:llson

said, "Okey, how many do you want?” "Well, probably 10,000.” "Okay."

"How much?” Wilson said it would cost so much, thanks very much. And

[

i
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they went out in 30 seconds, If somebody asked Wilson why he did
that, he would have said 1t was very simple. First, if they \ised-
the GM hydromatic, all the boys selling Olds and Cadillacs would say
that Ford used that in thelr highest priced car, while in their lower
priced cars they used the Fordamatic; Next, GM would meke a profit
on every damn one of them,

I never had any trouble getting a decision out of Wilson, because
I told him the story completely. If I went to him with a fuzzy ides,
1 probebly wouldn't get very far. BPBob LeBaron was a wonderful guy.
Gets & little fuzzy sometimes. Two mills per kilowatt!
CONDIT: Well, this wes one place he wasn't fuzzy, on this Wilson
business, That story came through loud and clear.
END OF TAPE 6 (MCNEIL)
HOFFMAN: Was Wilson well prepared for the job of Becretary of Defense?
MCNEIL: Well, if you have been president of General Motors jyou are not

i

completely oblivious to what is going on in the world.,
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HOFFMAN: No, I appreciate that. Would you say his grasp of
foreigx} Policy and its relationship to military Policy incma.sed‘
during the period?

MCREIL: Well, I am gure it must have, but I don't think you would
xnow it living with bim.

HOFFMAN: You didn't see any ma,jor'éhanges from 53 through 57%

MCNEIL: No, because as I say, he knew where France was on the map

before he became Secretary of Defense. Did busimess with the Germans.

Did business with 5 lot of foreign people. 8o, he probably had as
much background as the average person coming into that Job, unless he
had been a diplomat.. In fact, I'm not sure that by selling auto-
motiles around the world and dealing with agents and dealel;s and
foreign exchange = you wouldn't have a brosder base than you would
if you were a diplomat, at least from the practical standpoint. At
NATC meetings and s;_) forth he hed no trouble getting along with his,
oppoaim; mumbers -- none that I know of. ZLovett, and I hate to use

the word, but 1t's right, was a smpoth article. I don't quite mean
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that the way it sounds -- ‘d.on't give it the wrong c@otatinn.
CONDIT: He's a very cosmopolitan, urbane gentleman.

HOFFMAN: 1I'd like to ask this question'agaiﬁ by presenting i‘t ina |
different perspective., Wilson in contrast to éome of the people
around him always seemed to remain composed and confident. He didn't
downplay the Soviet Union but " he was not especislly unnerved by
the challenge posed by the USSR. He always tried to keep the threat.
in focus. Do you think that kind of balance is onpe you are more f
likely to find in a person coming out of a business community as
opposed to s person coming out of a military background or an . . .
MCNEIL: Or an academic background.

HOFFMAN: Or an academic background? o |

MCNEIL: I would think so, - o

[o——

- HOFFMAN: What would be the factors that would operate on the man |
with business experience?
MCNEIL: It seems to me that some of the experience you would have in t

business would teach you to look at the other ‘side of the coin
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occasionally, If you are going ’co’ be in the tanker business you'd
better watch out and .not overbill. Agein, in the fertilizer busi;xaés
you better not establish too meny pla.nt's. Certainly that is true
in the case of automobiie production. If about a 72 days supply‘ is

" what you experience as being right, you get a little fightened
when somebody telks about a 90 days supply. You also know you're
missing the mark if you gei down to 30-L0O days supply at model change
time. I Jjust think you consciously or subconsciously lesrn to say,
"Well, what is the effect if we follow this course this much longer?
Are we going too fast, or too far?" Or, if things are going besuti-
fully, "Where should I hedge my bet?"
HOFFMAN: And, is & person from a military or academic backérmmd
going to have that same concern?
MCNEIL: In an academic background you usuali:y start buil;iing and you
can't help getting & little dreaming in it. But you don't have to meet
the ssme kind of obstacles, you don't have to go through the same

obstscle course. Bubt we are speaking in an awfully general mamner.
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HOFFMAN: It's interesting because theré is an incipient;

. controversy emerging today. I don't know if it has mach of a x;elationu
gship to the 50s. It's a division between some leaders in business who
are advocating closer business and commercisal connections with Com~
MSt netions, pushing this because of thelr interest in selling to
stable markets, and coming into' confrontation with people from the
academic commmnities and labor unions who are fighting this trend.
Things do change. For example, it is interesting to observe thet the
AFL/CIO last year honored Solzhenitsyn who wou.’lﬂ , of course, have us
cut off all communication, all deallings and ties, with the éoviet Union

whereas many business groups are advocating an expansion in trade with

those countries.
MCNEIL: They see some proflt over there,
. HOFFMAN: Yes, ‘exactly, they see some profit over there.

MCNETL: Henry Glass -- I should give him most of the credit; he yhelped
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me, or I guess he not only belped, he probably was 7% fesponsibie
for the talk I gave to the Forrestal Award dinner in February, 1960
There we ocutlined the philosophy which ' Nimitz called - the best
possible solution that' anybody had comé up with yet for the Russian-
problem. We should do what we could to increase the standard of
living of the Russian people, because tco that extent you reduce the
changes of m'ra.r. You do. So, I'd help do enything I could to raise
standards of the Russian people. That's the theme, o;rle of the thémes,
we had in that speech. I'm sure Henry has & copy of it. I gave

mine all away. That's the philosophy we outlined at the time, And
as I said, Nimitz said that was the best basic approach to the Russian
problen.

HOFFMAN: Yes, that may be truve, but the Soviet' leadership has con-
sistently demonstrated a propensity for taking what resources they
have and concentrating them in military programs rather than in
efforts to raise their nation's standerd of living..

MCNEIL: ee, I ee. ; i
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HOFFMAN: That is the worrisomt;: factor about 1£ all.
MCNEIL: When they are short of food they have gc;t to be nice to ) .
other people in this world. They are ir; the food business right now, )
aren't they?

HOFFMAN: Yes, they are. They are short of food -- producing relatively x

less than the levels achieved under Czarist Russis. I would say that's
not much of & tribute to Communism., But on the other hand they main- ‘1

tain several million men under srms in Bastern Buwope, with an im-

pressive military capability.

MCNETIL: The solution to that is buy more A-10 airplanes which is

built by Feirchild and which has a 30mm anti-tenk gun.

HOFFMAN: I don't know how Wilson stood on this issue. One time I
came AcCross & mamo General Bonesteel hsd written for Wilgon. Wilson
later used the memo as a discussion base in the NSC. When Bonesteel
wrote the memo it was very stridenﬁ , very belligerent, but by the |

time Wilson got finished placing his touch on it the thrust of the ‘ Lo

|
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argument had become moderate, far more moderate in tome. It was such
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& striking contrast; it Just completely changed the whole character
of the document. I was struck by that particular incident because
it showed me the pattern of Wilson's geﬁera.l attitude. I don't know

if Dulles thought that way or not. Dulles' public proncuncements

were, of course ., . .

© MCNEIL: Pretty rigid.

HOFFMAN: Pretty rigid. In private he seenms to have been more moderate

than I would ﬁave' thought, more like Wilson in thet regard. Still 1t
is hard‘ t0 pin down the sensibilities involved., Ike, of course, al- |
ways sought to be moderate,although he remained wary, His attitudes

presumably ca.:;ried over from WWII when he saw certain limitations and x

certain assets in the Soviet Union. It's hard to pin those’ things. 1

dowm, yet those basic attitudes greatly influsnce the general sense of

' -
the times, ) . |
i

MCNETL: . Well, to go back to.the feast or famine approach or philoso-
phy, I think that's one decision where we were right. I don't know

whether we are 10% short or 10% over right now, or 20% under or over
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for that matter. But I think we are basically on the beam as far as
avoiding peaks and valleys in cur basic current structure.
HOFFMAN: It was Eisenhower who was criticized by Congress for being

tight,but if you compare Eisenhower with what happened after WWII, he

. was maintaining the largest peace time military establishment in

United Stabes history. It was considerable. 4nd his defense budgets,
if you measure them by the percentage of the GNP, were higher than in
any peacetime period, including Vietnam.

|
MCNEIL: That's true. ;
HOFFMAN: 1In some ways it was & great selling job. of course, it's E
‘slwesys hard to make these comparisons when you scecount for the varied

rates of inflation and the fact that defense is alv}a.ys inflating more

repidly then the general economy.
MCNETL: Alsoc we probably have a higher percentage of personnel in-
vestments in the budget then we do hardware. Am I correct?

HOFFMAN: Today? Yes. It's very hard to mske this kind of evalustion.

e b

People tend to think of the Eisenhower period as one of fiscal con- = g
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servatism and restraint and indeed it was.

MCNEIL: Like I saic; earlier it is not strange to find very semior
miiita:cy people to be qu;lte consemtivé on the spending side, When ~
you get thew alone they have a goo& attitudg. When they are heading
their troops in formation, that's one thing, but whajn yon get them
alone it is sometimes surprising how 'conserva.tive they are., JIke is
one, Nimitz is one. Oh, I could name a lot of them.

HOM: He certainly came in with ‘convictions » and Humphrey certainly
encouraged those convictions. There wasn't any dissension there. You

have been very kind, Mr. Secretary in allowing us to keep you so long.

'MCNEIL: Well, whether it's been helpful or not, it's been a lot of

.
fun. K2R
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