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GENERAL ARMSTRONG:

Gentlemen, this morning we are going to abandon the Army and take a
look at the Navy. We naturally want to spend as much time on the Navy
and the Air Forces as we spend on A.S.F. We are going Yo have two talks
that I think will be very illuminating in helping us to understand Just
how the Navy solves the problem of procurement. .

- The first speaker this morning graduated at the head of his class in
1921 from the Naval Academy. He also holds the degree of Master of Sclence
from M.I.T. (Naval Construction). I am not going into the details of his
career either in the Navy or hise extra-curricular activities in tennis,
which have been distinguished. I want to tell you only that on 7 December
1941, he was at sea on the Saratoga, and came into Pearl Harbor right
afterwards, I think, and was engaged in the salvage operations there.
later on, his work was so effective in the Destroyer Eascort Program for
the Navy that he was decorated for his leadsrship that most important
undertaking

Today Commodore Watt is going to speak on the ‘Oorganization of the
Office of the Assistant Secretary of the Navy which, I might add, corre-
sponds to the Office of the Under Secretary of War. Gentlemen, Commodore
Watt a

,comonom«: WATT. < : o w;f }

I am very grateful for that kind 1ntroduction frem General Armstrong
because I think he remembers me mostly as a tennis player and I find it
is not good, as one gets gray hair, to be remembered mostly as a tennis
player. '
“On the eighteenth of August 1945, the Secretary of’ the Navy con-
vened an informal board.to mske recommendationson the administration of
the Naval Establishment and other related matters. That board was com-
posed of the Under Secretary of the Navy, Artemus Gates; the Assistent
Secretary, Struve Hensel; the_Vice Chief of Naval Operations, Admiral
F. J. Horne; the Deputy.Commander in Chief, U. 8. Flest, Admiral R. S,
Edverds; Admiral.Q. P. Snyder, the Inspector ‘General; Vice Admirel Semuel M.
Robinson, “of ‘the :0ffice ef Procurement and Material ‘and, finally, Cap-
tain'Richard Paget, a very skilled mansgement sngineer.-

Thet Poard went right back to basic fundamentsls. ~It did a lot of
very constructive thinking and finally came up with & result that I have
found very sound end very interesting. I em going to take. & few minutes
> your time, dbefore we get into the details of the Office of the Assist~
it Secretary, to go over the results of the thinking of that board,
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Much of their final thought is embodied in General Order No, 230 ,

which was issued on 12 January 1946. I am going, first of all, to quote
a few parte from that General Order. The title of it is, "Policies and
Principles Governing the Distribution of Authority and Responsibility for
the Administration of the Naval Establishment." '

(Reading)

E

o A DEFINITIONS <~ .

‘-‘.,."-'A"""2_".,;‘Tﬁé:.Nav&l’ Eéﬁaﬁiﬁshmeﬁf::dﬁ;ﬁétété'éft‘hree principle perts:

~

2177 the Navy),

~ 2. The Operating Forces, which inGlude the ses; air snd. -
amphibious foroes of “the Navy, Marine Corps énd Comst = -
»+ Guard (vhen asgigned to the. Navy), shore-activities as-
- .ow8igned tQ. the:comtiand of Fleet ‘and Sea.Frontier Commanders,

.and’:thef:pe‘x‘s_onne_l ‘Who mep.them, -’ )

b.. The Navy Department, the execwtivé’ part of the ‘Nevel -~ % °

.. Establishment located &t the ssat ‘of the government, which'
comprises the.bureaus, boarde and’ offices of the Navy

- Department; the Headquarters of the Marine Corps; .and oo

the: Headquarters of the Coast Guard . (when agstgned o

.S, The: Shgré"/ﬁétaﬁlishmeglig,:'iv_-_hic‘h' comprises all other

... activities of . the Naval Establishment » including all : R
. shore activities not assigned to the Operating Forces,"

"3. It is fundemental naval policy to maintain. the.éntirs Nawel . =
Establishment in strength and readiness to uphold national policies
and interests, and to guard the United States and ite c¢ontinental -
and overseas possessions. The effectuation of this policy imposes
upon the ‘administration of the Naval Establishment four principal
tasks., . '

a. First, to interpret, apply and uphold the naticnal poli-
cies and interests in the development and use of the Naval
Establishment. This task may be described as the 'policy
control' of the Neval Egteblishment.

b. Second, 0 ¢ommand the Operating Forces » and to maintain
them in a state of readiness to conduct war; and to pro-
mulgate to the Naval Establishment directives embracing

- - matters of operations, security, intelligence » discipline,
' naval communications, and similsr matters of naval admin-
istration. This task may be described.as the 'naval commané
of the' Naval Establishment. L o

c. Third, to c.oord_ipat_ie’ a;;'d|'_&i,iré,pt the effort of the Navy
Departmerntt and the Shopé Eétablishment in order to assure
' the development, procurement s production-and distridbution

-2 -



9

-,“"11 e

L off matertal"facilities and personnel to ‘the Operating
Forces, This task may be described: as the: ! ﬁgggiétics
aammé%ration and. gontrol! OF. the: Naval Establfshment.

d‘ Fourth, to develop. end maintain efficiency mn&‘ecdndmy 1in
"thé operation of the Naval Egtablishment with particular

regard to 'mAtters of organization,.staffinmg; admindstra-

—tive praocedures, the utilization of personnel;’ materiala
< dhd facilitien, and $he, budgeting and: expetiditure of funds,
- This “tabk may be described. as the ’busineaa admdnietration'

of the N%walestablishmen ’[:?:ﬁ

Then they. ¢ coms. m and 41135 the administration into certain parts"':".‘f

e

uu‘ p

{3

. *b © Thé”Civilian Executive Agsistants to the Secret&ry
S ::{the "Urider Secretary,.the Asslstant Secretary end the
------ « hdsistant Secretary for Air), who peérform. such duties 5
as-prescribed by the Secretary or~ns raquired by 1&w.,»,

015.

ORI

Thé Secretary of the Navy, who is rasponeible dlrectly o

The ‘exdeutive 4idtitnigtration of the Navel Establiehzﬁent 18
prescribed by laW‘or execut}ve order and consists ef '

el

“the President for the supervision of all naval matters.

@

.En"iu w4 of the Operating Forcee, (b)- for (ths pf@@afﬁttdﬁ{ ;5

(2)

aRnT

The NaVal Profeseional Aseistgg_g tovthe Secretary, hh
crtsomprise

The Naval Command Asgistent fthe Chis¥ of* Naﬁal -
Operations) who 'is.responaible.underothe Secre’ a%&
»'6f 'the Navy (&) for. the : coymand -end aéhfniStratidn

Teadiness and’ logistic support of :ithe ‘Operating
Forces; and (¢) for the coordination and: dﬁreotién ,
of effort to thie end of the bureaue and’ offices of
the Navy Department.

The Naval Technical Assistants (the Chiefs of Bureais;
the Judge Advocate General; the Commendsnt, Marine
Corps; end the Commandant, Coast Guard, when assigned
to the Navy), who are directly responsible for the
dischdarge of all the duties assigned to their re~-
spectlve orgenizations, and are the technical ad-
visers and assistents, in their special fields, to

the Secretary, the Civilian Executive Assistants,

and the Chief of Naval Operations."

The four principsl tasks of the executive administration of the

Nevel Establishment will be divided, in accordance with law and ex-
ecutive orders, among the Secretary, his Civillan Executive Assist- .
ants and his Naval Professional Assistants as set forth in the
following paragraphs."




- B, . PRIMARY DUTIES OF THE SECRETARY OF THE NAVY

"6;71The{$§cretary of~the“Na§&‘ié'responsible directly to the Presi-
dent for the supervision of all naval matters., *. ¥ % "

Then' thére are a number of ‘details which I am going to ‘skip. Then it sa}
it will be the policy of the Secretary. to assign the.following duties, ir
accordance with law and executive orders, to his Civilian Executive Assie
ants. And then for the Aseistant Secretary of the Navy we find this: Tt
Assistant Secretary of the Navy is hereby delegated;the;responsibility, 3
accordande with law and executive orders, for that part of the "logistics
administration and control" of the Naval Establishment which relates to
the promulgstion of policies -and general procedures governing (1) the
Procurement and production of materiel and facilities, including petroleu
and Naval petroleum reserves; (2) the determination of stock levels and
replenishment requirements in collaboration with the Chief of Naval Op-
erations, and the administration of inventory control systems; and (3) th
correlation and programming of material research, experimental, test and
developmental activities. \

In this connection he shall have immediate supervision of the activi
ties of the Executive Office of the Secretary which I heve :written on the
board: Army and Navy Munitions Board; the lLend-lease Liaison Office; Ma-
terial Division; Naval Petroleum Reserves; Office of General Counsel; Of-
fice of the Judge Advocate General for matters relating to everything
other than personnel;. that is for decisions in matters that would concern
materiel; Office of Research and Inventions; and the Requirempnts Review
Board, e

We have a few charts here which may help to make that a little more
realistic;;}The;chart;ontGeographic Distribution of the U. S, Navy was
gotten up by Dick Paget, in his presentation to the top commend, to show
the several esgential elements of the Navy. The black indicates the
Operating Forces, which 1s, as you can see, spread from the eastern end
of the Mediterranean-to the Philippine Sea frontier; the oblong indicates
the Navy Department, located in Washington, for the support of those
Operating Forces; and the dotted portion indicating the Shore Establish-
ment, which is spread literally over the continental United States and 1its
possessions. (Chart--Geographic Distribution of the U. S. Navy--follows.)
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OVER ALL OPERATING ORGANIZATION OF U. S. NAVY

The Navy as one segment of the Nation's armed forces
operates under the ultimate authority of the President of
the United States. The immediate supervision and direc-
tion of the entire Naval Establishment is vested by law
in the Secretary of the Navy. In supervising the Naval
Establishment, the Secretary has delegated some of his
authority to those officers who operate the Fleet, and, like-
wise, some of his authority to those officers who opérate
the agencies that build and support the Fleet (the Navy
Department and the Shore Establishment).

The Secretary's control of the Navy Department and the
* Shore Establishment flows direct and is signified by the
single flow lines on the chart. His control of the Operat-
ing Forces, and of those functions related to providing
logistic support to the Fleet, is exercised through the Com-
mander in Chief-Chief of Naval Operations, who is his
principal naval adviser and executive, and also the princi-
pal naval adviser o the President on the conduct of the
war. This control is signified by the double flow lines on
the organization thart.

The Cominch=CNO has two principal jobs which are
inherently integrated: As Commander in Chief, he is the
over-all commander of the Naval Operating Forces, re-

ceiving specific directions in this connection from the Joint
Chiefs of Staff, of which he is a member. As Chief of
Naval Operations, this officer is part of the Navy Depart-
ment and is responsible for the preparation, readiness, and
logistic support of the Fleet. His principal assistant in
this connection is the Vice Chief of Naval Operations,
who attends to planning and supervising the provision of
logistic support to the Fleet.

Under the delegated authority of the Secretary, the
Chief of Naval Operations coordinates and directs the
work of the Bureaus of the Navy Department in providing
logistic support to the Operating Forces. He likewise
exercises military control of the Shore Establishment
through the Commandant of each Naval District.

Before illustrating how the Navy Department and the
Shore Establishment work together in supplying, manning,
and maintaining the Operating Forces, it will be helpful
to examine in more detail the organization and functions
ot the three principal parts of the Navy. Charts showing
the organization and functions of the Operating Forces,
the Navy Department, and the Shore Establishment are
presented in the following pages.



I am dealing a little In general with the broad principles of or-
ganization here, so that we will see where the Office of the Assistant
Secretary, which is charged with procurement and production, fits into
the over-all navy picture. (See the following chart.) At the top is the
President of the United States, the Commander in Chief of the Army and
the Navy, We pass.then to the Secretary of the Navy and immediately .
under him are the top six groups, such as the General Board; and the
barred lines indicate broad policy control.

It was the opinion of this board that the Secretary was entirely
responaible for the Naval Establishment, dbut that if he was to administer
1t correctly he must confine himself to broad policy control &nd in no
sense get himself immersed in details which should be clearly delegated
to one or the other groups of his Executive Assistants,

On the left-hand side we have the Chief of Naval Operations, shown
in black. That is the naval command side. The lines of direct naval
commend pags down the left side and ultimately come out in the Shore
Establishment, which is, of course, that in which we are interested, in
considering procurement of material and the support of the Operating
Forces.

Under the Chief of Naval Operations there -is, of course, the Naval
Inspector General who has a wide precept to inguire into anything that
the Chief of Naval Operationa desires of him--into any meterial matter;
any matter of organization; any matter of operation; and any matter of
discipline,

To the right of the Naval Inspector General on the chart is the
Vice Chief of Navel Operations who, in general, is charged with supe - -
porting the Fleet. Under him there are six DCNO's: Deputy Chilef of
Naval Operatione for Special Weapons, Vice Admiral William H, Blandy,
who will handle the atomic bomb teste; Deputy Chief of Navel Cperaticns
for Personnel; Deputy Chief of Naval Operations for Operations; Deputy
Chief of Naval Operations for Administration; Deputy Chief of Naval’
Operations for logistics; and Deputy Chief of Naval Operations for Air.

Under that it branches down into the District Commandents, the Naval
Bage Commandants, and so on down into those other branches of the Shore
Establishment. The black line, again I say, is indicative of naval
commsang., :

Then you pass over to the Operating Forces. On the right~hand side
of the chart we have the Civilian Executive Asslstants of the Secretary:
The Under Secretary, the Assistant Secretary, and the Assistant Secre-
tary for Alr. :

The Uhder Secretary is assigned primarily the matter of business
administration, by which we mean matters of organization, management,
staffing, budgetary matters, and everything having to do with the im-
proved business administration and more efficient uge of funds in the
Naval Establishment.

-5 -




The Agsistant Secretary specialized on material.
- The Assistant Secretary for Air, 1n spite of his title “"for Air"
which gives him certain statutory requirements in connection with aero-
nautics, ie now made the expert for personnel matters, He assumes gener
supervision over the Bureau of Naval Personnel, the Bureau of Medicine
and Surgery, and all other activities of the Navy which are concerned

primarily with personnel matters.

e Then you- pass on. down the general lins until all the oivilian
. authority converges and comes down the-line, of Business Adminigtration,
" %o the Bureaus, Marine Corps, Coast Guard and through “them-in & line of
- technical control o the Shore Establishment. (Chart--Organization for
the Lxecutive Administration of the: U, ‘8. Nﬁvy--follows ) SR
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Now I am going to deal, in perticular, with the Material Division.
I got myself into a lot of trouble; I heppened to be .Peputy Chief of the
Material Pivision for Inspection Administration. It appeared to me we
haed to mske some rather drastic changes to streamline our fleld offices
from war to peacetime operation. So I got my deputy, my assistent, who
happens to be a very high-priced management engineer, and we both worked
deys, nights, Sundays and holidays for a couple of weeks and finally -
produced a very fine sort of reorganization for our particular branch.
We took 1t up to Vice Admiral Ben Moreell with some trepldation as to
vhether he would like it, He looked it over very carefully and seid,
"That's fine. That's what I wanted.” Then he said, "You fellows get
busy and do thet for the whole Office of the Aesistant Secretary.” We
proceeded over the Christmas holidays to sweat in producing the revamped
organization for the Material Divieion in the Office of the Assistant
Secretary, I tell you that was not an easy Job to do. The first
thing 1s Mr. Forrestal and the present Assistant Secretary, Mr. Hensel,
have very definite end clear ideas. They want to coordinate material
matters~--procurement and production of material--in the Assistant Sec-
retary's office. They both want that done firmly end well. On the other
hand, the bureaus that have been established in the Navy since 1842, many
of them--that was when the bureaus started in the Navy--sre very well
established, and they have important rights and privileges end they re-
gerd anyone coming into the material field as a new dog in town and, I
might add, not & very welcome dog.

We finally came up with the following chart. We again have the
President of the United States at the top, then the Secretary of the
Navy. The barred lines are broad policy control, On the left there is
the naval commsnd with the Chief of Neval Operations at the top, then
the Vice Chief of Naval Operations; your general tcp-planning group, Op-
001; your Deputy Chief of Naval Operations for Logistics; your Loglstics
Planning, Op-40. ‘

From the Chief of Naval Operations the line of command passes down
untrammeled and unobatructed. It was quite the feeling, when we first
got into this businees, that the Material Division should: be placed
where it is., It was up to the Chief of Naval Operations to state what,
when and where, and then for the Chief of the Material Division to take
the simple what, when and where and translate 1t into specific require-
ments to be supplied by each of the material bursaus.

Theoretically, that may be right. But actually one gets into a
three-level operation Just as soon as that is done, For example, one
fellow starts it off, it goes to another fellow, then it goes on down
to the pecple who actually do the Job. The Chief of Naval Operations
reaented having somebody in his line of commend who was doing the op-
srating, the same as the bureaus resented "the new dog in town."

It appeared to us that if we got a directive, one of two things
sappened: We had to teke a day and rubber-stamp it, or else take two
>r three weeks to go over exactly what thé Chief of Naval Operations had
ione and what the bureaus would do. In any case, it lost time when time
va8 the very essence of our problem. So we decided that the new office
>f the Assistant Secretary had to stay out of that line.

- T -

e e ot e S AR B R SRR D ST 23 T



‘Here; again, the . Meterial Divieion waS'set up-at’ one time, 1n our .
first rough draft, betwéen the Asgststant Secretary and the operating ,
units of the Navy Department That, .of “course, was’' subjéct to a number -
of obJections. It wae finally worked out:thdat we would - Simply sit in as
a gtaff function. So’ we. wonld really have word from the Aggistant Secre
tary, coming in, being: operated on in the various brahches of the Material
Division; then passing back and forth. down to- the A931etant Secretary an
then, finally, from him down to the bureaus. : , .

‘Now the planning function 1e rather important The mdlitary'plannea
were charged with the planning of ‘military operations. We have set up a.
line of Planning Control.. The Chief of the Material Divieion is Vice
Admiral Ben Moreell, whom you probably remember as ex-Chief of the Burear
of Yards and Docks, the founder .and boea;of the Seabees. -

We haye a Vice Chief of the Material Division, Rear Admiral Cotter.
We have. taken the Requirements Review Staff and pleced them under Admire.
"Cotter. That 18 actually. the mejor planning unit for Procurement and
Productioh, That uwnit is charged with knowing what is industrially fea-
8ible and they make contact.with the Deputy Chief of Naval Operations,
with the top planning group, the Logistics Planning: group, ‘and ‘with the
Vice Chief of Naval Operations. Now if the planners lave hatched soms
plans whic¢h require more material than can be prodiuced in- six months,
one or two of the landing-craft planners did, it 1s then the duty of the
Vice Chief of the Material Division to get that word ovéer to his repre-
sentatives and make sure that the military operations planned are reason-
eble and industrially feasible. (Chart--Position of the Material Divi-
sion in the Organization for the Logistics Adminietration of the U..S.
Navy—-follows ) . , .
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Under the Material Division we have a Special Assistant for special
and nonrecurring tasks, an administrative officer and e management engineer.
Earlier 'we tried to teke those from the Assistant Secretary. We put them
dovn in the branches, ‘but the lawyers raised the objection we were affecting
their judicial purity and integrity. So that by putting.them dovn under . .
direct executive control they are really branchee of the Material Division.

There are four branches' Deputy Chief for Procurement Policy, Deputy. .
Chief for Production Policy; Deputy Chief for. Inspection Administration;
and Deputy Chief for therial Control Policy.

I think be;ore we get into the functions of each of thoee four branches
I would like to come back for just a minute to the other offices, on the
previous chart, which have been placed under the Assistant Secretary of
the Navy. The first one is the Army and Navy Munitions Board. The Vice
Chief of the Material Division goes over and collaborates with the Execu-

tive Committee of the Army - and Navy Munitions Board on broad general
logistic planning.- .
The Lend-Lease Liaison Office is still extant. The Lend-Lease Liaison
Officer is the representative of the Secretery of the Navy to handle all
dealings between lend-lease representatives of the foreign governments and
the Lend-Lease Division of the Chief of Naval Operations and the various
bureaus of the Navy Department., That will, in due course, probably pass
out of the picture, but we are trying to keep it alive, at least in skele-

ton form, because it may be needed in another war where we have to help
allles,

Naval Petroleum Reserve 1s just what the name implies and there is
no point in going into that further,

The Office of General Counsel. Now it mey be a little confusing to
see an Office of Generasl Counsel and not an office of Judge Advocate Gene
eral. You are all familiar with the Office of the Judge Advocate General,
which has been set up by statute and has been extant for a long time,

Mr. Forrestal, when he came in as Under Secretary of the Navy, was a
little bit concerned with the Navy methods of procurement, which were not
fast enough to suit him, He endeavored, and I think properly so, to speed
up those methods. One of the things he.wanted to do was to get legal
advisers who were accustomed to operating in the fastest and most direct
manner and who were untrammeled by any previocus government ideas as to
gshat could and could not be done.

He brought in a number of topgflight commercial lavyers and set them
1p in vhat we now call the Office of General Counsel, The Office of General
Jounsel serves as a general counsel for the Navy Department and furnishes
111 sorts of commercial legal advice to the operating activities of the
Yevy Departuent., They are particularly charged with all matters connected
vith procurement contract termination, and renegotiation.

The Office of the Judge Advocate General is under the supervision of
she Assistant Secretary for all matters relating to taxation and material

-9 -




mattersdqgnnegped_wigbvﬁhqdﬁpone~EstablishmbntﬁffThe“péfééﬁﬁéi;fﬁnﬁtions

of ‘the  Offige of the Judze. Advocate General. are undsr -the Assistatit ™

| Secretary of the Newy,for Air, ..

' .. The Office of Research andenventiohsgig“the'agén6y~for'corieigtingv
“and;ﬁrdgrammipguthgwregegrch;;developmental,EeXyefiméﬁtal and teést activi-

" ties of the Naval Establishment. . _

. . The.Requirements.Review Board is a board which"hds been set up to
eXamine Very carefully IogisticireQuiremenﬁBEGOming in frerm'all parts of
the world. It is the duty of this group to be hard-boiled and to screen
214 separate the over-all logistic:reaquivements ‘in ordér to find out what
‘th?".:facﬁual .needs-of.the Navy are.cis -~ 50 - o 3o o o R

SPS S

. A nunbex of ‘other officea have been DUt 1nithe Materdal Division, And

- they remort directly to the Vice: Chief to-help Hin with his planning - -,
Operatiopp. BT R O R S RS o R ST LS REEEE LN o ','.h:“'b. o

[N

The next ehart is the detailed organization.of the Materia;,Dixision,
,Wiﬁh;a_Chief_apaphe;top,;@:V1ceﬂChief;:Reqﬁirements‘Reviewgstgff;;v?igh,;i
‘“was;ﬁepﬁgp-td‘exam;ne over-all logistic .requirements; Special-Asslstant,
Mehagement Eogineer end Administration Officer. . . oo oo
Thé”ﬂéﬁyiE%iﬁgjﬁaggé§ﬁéﬁﬁ130af&,déeé Just what -the' name impliss, © # 7

"7 e Navy Department Board of Contract Appeals, ‘which 15 tHe LAY 7Y
appéal ‘of ‘any ‘contractor from what he considers unjust treatment or-if- <
connection with any other contractual matters.

[P .
et

" ‘The First of the four branches 1s the ‘Procurement Policy Branch. =
The general mission of that branch is to formlate and promlgate approved
policies and general procedures govexning. thersctivities of the Navy with
respect to the proburement;oﬁ,material’and.facilitﬂeﬂuJ~A;so,~ﬁo'feviéw o
and evaluate compliance with>such;poiicies-andfprbdédures~and*issué such:
orders as may be required to cause compliance. - - R )

You will all notice we.do not call that the Procurement Brénch. We
call it Procurement Policy Branch--and advisedly so. The bureaus of the
Navy Department are charged with procurement, snd it is going to be pretty
difficult for that Procurement Policy Branch. to stick to policy. You may
8ay, "If the bureau does it, why do you want' a Procurement Policy Branch?"
Well, simply this: There are peven bureaus in the Nawvy Department. If
there is not a coordinating agency there, those seven buresus, in time,
willl diverge and they will have seven different methods of_contracting,
seven different sets of forms to fill out: in contractual matters, ‘and-
also seven methods of making payments to .the contractors, (CharﬁjaMaterial

‘Divisiope-follows.) . = : ; L

-lo-\.



. Novw. the reason that came.up so strongly was that Mr. Forrestal a

. couple of. yesrs ago "had some . friends, ‘manufacturers, who came to him and
saidy. "What in the world is this we work with? One Navy or seven? There
ig- Just. enough difference when we deal with the Bureau. of Ordnance the
Bureau of .Aercnautics, or the Bureau of Ships, so that it ‘mekes an enor-
mous amount of increased work for all of us. Let's get ourselvee to- g
gother and see if we can't deal with only one Navy." That was really,
I think, the birth of the idea for coordinating these matters in the Of-
fice of the Assistanx Secretary

: The specific functions of Procurement Policy are negotiation, con-
tract clearance, administrative, review and statistics, procurement alloc-
tion, insurance, performance and payment bonds, -financial, contract
gettlements, and joint procurement.

The second branch is the Deputy Chief for Production Policy. I think
it would be well to -say that in making up this organization there will be
in it certain activities which are not going to be very active in peace-
time. But the general principle which we followed was to set up a skele=
ton framework which would embrace all of the activitles, all of the func-
tions which are essential in successful wartime operations, and to keep
-them in at least skeleton form so that they can be immediately activated
the instant a eecond fall of Dunkirk occurs.

- So you will see in here certain functions of which you may very -
properly say, "That dossn't occur in peacetime." It does not, but it's
~8oing to oceours-~it.has to occur--the instant another emergency occurs.
(Thet .38, really the.reagon provision has been made for a number of these
;things., You vill notice that. particularly in this Production Policy Branch.

The general mission of the Production Policy Branch is to formmlate
and.promulgate approved policiee and procedures governing activities of
the Navy. .The Branch 1s.to revieW'and evaluate compliance With Su¢h poli-
cies and procedures, and to issue such orders as may be required to assure
compliance. . L

Getting down to the epecific functions, the first is raw materiale,
the second is products; the third is labor relatione' fourth is industry
relations; fifth is specifications and standards; sixth is conservation;
-seventh 1s emergency plant operation; eighth is liaison with the Foreign
Economic Administration;: -and ninth is production control.

There are two in there, particularly emergency plant operation and
liaison with the Foreign Economic Administration, which 6f course are
golng to almost pass out of the picture the moment the major wartime
operations are completed. But there has been developed in those groups
an enormous amount of know-how. In our opinion it w6uld be a great mis-
take to lose all that know-how and then have to start right from scratch
the next time that is required for an emergency operation. So those units
have been set up there. They will have the files and the kmow-how and the
general, procedures already so they can be ingtantly activated at the-
start of the next emergency.
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- The third gronp 1s the Deputy Chief,for Inspection Administration.
,ﬁThe general mission ‘of InspectionnAdministretion is to. fonmulate and pro-
milgate approved policiee and, generel procedures ngerning material in-
spection activities of the Navy Depaxtment, to review and evaluate.com-
rliance with euch policiee ‘and. procedures, and 1eeue eueh orders,es mey
be required 106 assure complianee~ . e

ot S
VI “,’. "' -

The specific functions ere" management engineering field manage-
ment services, naval perscnnel, civilian personnel--that is, staffing
the offices with proper ngval : ergonnel, and proper c¢ivilian personnel;

_ inspection gdminietration, off ce administration, proeuremenz expediting,
and contract termination.egq,u- I e o

The fourth branch ie the Materiai‘cohtfeiﬁpolicy Branch. The genera
.. ission of that branch is . to formulate and promlgate approved policies
:]and generel procednres gpverning,activities .of the Navy with respect to
facilities! Anventory control, and property disposition. The specific -

. .functions bave to do. with facilities,. inventory. coﬁtrol, property disposi
tion, and records of the other three operations.;ﬁzl ‘

; wa I would like to run Just very briefly through the different unit
of “the Material Division which comprise most. of -the Assistant Secretary's
Office. You have an administrative officer. Of course under that you
have.the.Military Personnel Section; office facilities and.service;
£inanoial and budgetrseetion, security section, and . aleo a history secticn

. Uﬁder Procuremen% Policy there is a negotiatien eeotion, e centraet

Ry elearance aeetion, administrative review and etetiqtice, procurement -allo

cation section. Now that is rather inmortant There are a lot of activi
.tles that use similar materials, For example, there mey he .six bureaus
“of theLNavy Department that uge three-fourth .inch holter Hell, this
vvproeurement allocation section will teke all of ‘guch’ items and ellecete

”;ftheir ‘procurement to that particular buréau which Has & major interest,

In that way thé Navy will buy such things, not partly thiough ‘the Bureau
of Supplies and Accounts and partly through the Bureau of Mediéine and’
Syrgery and partly. through the Bureau of Yards and Docks, for advanced
‘bases, bup ‘a1l procurement . of similar iteme will be issied by, thie group
to that particular bureau which hag & magor intersﬁ in the jeb. TR

“There 18 also an’ Insuranee Section, whiqh‘handles insurance matters
for all bureaus "of the Navy Department.

. Then there lS the Contract Settlement Section and the Joint Procure-
Nment Section for Joint procurement with the Army.

The Deputy Chief for Production Policy hae a Materials Section which
deals with raw materials of all kinds and stock piles that are availabdble,
In general, it sees that a proper supply of all such materials_ is kept on
hand. D

The Products Section handles just what the name implies.
- 12 -
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The I.a.bor Relations Section handles labor relations,

) The Industry Relations Section handles relations with the Nationsl

' Association of Mannfacturers a.nd other manufacturing groups throughtout
the country. .

Then there are the Specifications and Standards Section, Conservation
. Section,. Emergency Plant Opera.tion Section, liaison with the Foreign
Economic Administration.

The Production Control Section handles matters of material require-
ments, priorities, office ratings and all matters of that type.

Under the Deputy Chief for Inspection Administration there is a
Menagement Engineering :Section; Field Management Servicing Section; Naval
Personnel Section; Civilian Perscnnel Section; an Inepection Administration

~Section for handling the actual detalls of inspection: methods of sampling,
methods of making out papers and . shipment ‘forms; Office Administration
Section; Procurement Expediting Section, and Contract Termination Section.

Last of -all there 1s the Material Control Policy Branch which has
& Facilities Review Section, Inventory Control Section, Property Dis;posi-
tion Policy Section, and a Records Section.

. T would 1iké to say the one particular section of that unit that is
already swamped with work is the Pacilities Review Section., That is'a
particular pet of our Secretary, "Mr. Forrestal , who insists that somecne
shall exercise over-all coordination in connection with the tremendous
Shore Esteblishment which the Navy has accumlated during the war. Then
he also said he was anxious to avold a recurrence of the things that
 happened during the war where we had, for example, an immense supply depot
which vas in need of some additional space and wanted to expand and we
had near by, perhdps, a naval- ordnance plent which was slowing down and
i had space available.. : .

. That- Facilities Review Section is intended to exercise oversall .re-
view of the Navy's facilities, both in regard to new construction and -
coordination of existing activities, no matter what bureau they happen -
to be urder. They have already been swamped with work and been able to
do an immense amount of work. , R

I think tha'b covers the picture of the Ma.terial Division. It is e
new and it is untried., but we axe satisfied. the general principle ig .0
sound and workable. While we expect that time will show a nunmber of )
desirable changes in the details of the sections and in the detailed ad-
minlstration, yet we are sure the idea of coordinating material functicns B
under the Assistant Secretary is sound and has.come to stay. Thank you.,

GENERAL AR&STRORG'

Coxnmodore Watt I was wondering vhether some of these outside activi-
ties, like Judge Advocate General and so forth, were reelly properly
assigned to the Assistant Secretary. Does tha.t interfere with his work?
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1Y think “you have' dppFonthed ¢

" thte board made Tta stany |

y

Lt 18 now a1l shiut

The resson ¥ ask' that

e8tIon 15, that In the Army the Assistent

secretary {(now the Underﬁ\aag;etary)ﬂ_ has such & mltitude of other duties

11kt 866" an Aésistant Secretary of War

330 per'form hé ‘dannot devots sfiough’ time to. ﬁrqourement plenning. . I woul
W.

o had ‘absolutely nothing to

do but procurement end brocurement plamning. We do not have it, dut. tha

the setups as indicated on

COMMODORE 1/AT's

1s the theory on which we would 1ike. Bo operate...;

ke prodiem. ciossr beceuse, after all,

the organization charts all seem to me to be

Very definitely a part of the procurement busifess.: ...

OO N NSRS PR

|, That vas cur fesling aboit 1%, deneral Armsbrong. In Avgust vhen

EF

-~ the Agsistarit ‘Secrotary of the' N s
. that.. They £ound some were quite mesningless end they endsavored. to tek:

o Lend.fense Titaiscn 1s

' up it wi
next war, s

RS S R ’.;’_h’e i\’hﬁerlalbfvision ; ‘ ‘ ae
b makeiit, 6 your qliestion of toordinating and. centvalizing ae mich as
- puasible of tiie' Material AGtiy nder & we :
7 mleiBtratioh Yather thay havivg tis
"+ -overie Yot of difrerent i

ORI

t.round sdme seventeen.icicles handing from

the Navy. . The board members were-shocked st

' those fimctions ‘and to Yeallocats them.among the othor three oivilian
v executive assistants, I think they did ‘a pretty good Jjob of it,  too,

also & part of the Vaterisl Division..- Vhile
11, be nscessary. to have it reactivated in the

15 the ansver,. or 4t lesst 28, near. g we- coull

Vities under e well-organized. executive ad-
dgtant, Socrotary, spreading himself

dalw SN B ~ L

= The* Off'ice of : the General Counsel may very vell come-into the-Mate-

" rial Division because the Qf‘f‘iée' of the General Coungel deals.excingivel;

v with commercial matters. ' 'The General Counsel is Just what the.name.implj

general counsel for the Navy Department on all commercial matters which,
of course, are really Procurement and ,produc,tiqn,.qf__mqpe,_z;ial, .. It perhaps

wilt ultimately move in as

'~ Thé Office of the Judg

the legal branch of procurement. and productior

‘He has nothing in'the world to' do with 'court-martial law or with personne

e Advocste Gen'ei"é:l,'_'ae .welr,know, has been set

up by statute for a great many years. The Assistant 'Secretary only cone

cerns himself with such mat
with taxation or with legal
procurement. Now the Gener
Judge Advocate General deal

matters, he comes under the
function.

The Office of Research
programming all matters of .
particularly of new weapons

g i e

ters as the Judge.Advocate General has to do
‘matters, statutory matters connected with

al Counsel deals with commercial matters. The
8 with Congress in regard to statutes » legisle

. tion‘and things of that kind. “In :,sod far as they should concern material

Assigtant Secretary. That is a rretty limite

and Inventions has the job of correlating and
vesearch, . exkperiment, test and development,
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GENERAL ARMSTRONG:
That certainly belongs in there.

COMMODORE WATT:

That is under a separate chief. It 4id not appear possible to.put
it anywhere else without the possibility of stultifying the initiatlve of
the research gang.

We felt we could put the Requireménts Review Board into the Mate-
rial Division;

GENERAL ARMSTRONG:

I would say this: . I think you approachomofefoloeely the ldeal than
our system does, You have fewer extranecus functions than we have in the
Under Secretary of War's Office.

There 18 one other gquestion I would like to ask before we have a
few questions from the students. Does your decentralized operation report
directly to that inspection office, For instance, you do not have, like
we do, Bureau of Ships having offices out in the various cities throughout

the country? Your offices are out from the Material Divislon, are they
note : .

JOMMODORE WATT“

That 1s one of the thinge that has caused some hard feéling.

SENERAL ARMSTRONG

1 could not see from your chart Just how that works in the Navy.

JOMMODORE WATT:

We did not attempt to go into the full details of that 1n the de-
scription of the Material Division., That, is my particular branch and
shere have been a great many headaches connected with it

We vill go back again and start with Mr., Forrestal a mari of immense  °
mergy and ability, who was connected with commerical operations, he had some
i100d friends in 1ndustry, who came to ‘him and complained

In 19&1 when procurement had etepped up following the fall of Dunkirk,
jome of Mr. Forrestal's industrial acquaintances came in and said, "What
:ind of an outfit do you run?" We have & contract with' the Bureau of
)rdnance. We have one form of contract to use. We have one method of
eking payments, We have one set of papers., ‘We have to dead with a Naval
nspector of Ordnance. We have to make out a certain. type of shipping
waper, Then we came along and you ask us to take out & contract vith the
sureau of Aeronautics.
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"Now we have to immediately meet up with a fellow called Inspector
of Naval Aircraft. He has a new type of contract under the Bureau of
Aeronautics. He also has another set of methods for meking payments. We
have another set of shipment papers. We really have to learn how to do
business with him, e .

"Then I come along and get into éﬁbmhér outfit knovn &8 the Bureau
of Ships. They have a fellow called the Inspector of Naval Material. We
have to 80 through & whole different set of operations with him."

V Mr Forrestal and his advieers were very much impreseed with the
complaints of their friends. ,

They looked -into the situation--and I think it is entirely true--and
e directive was gotten out at that time which set up, in the Office of
‘Procurenent and Material, the Office of Inspection Administration. The
directive, as since gotten out, was a little bit too broad. It put under
that Office of Inspection Administration not only these general inspectio
offices’ which inspect all kinds of materials for all the bureaus, but a
specialized bureau fisld office which inspects cne type of product for
one bureau.

e Perhaps ‘the besgt way I can describe that is, for example, at Bethleh
. We have an Inspector of Naval Material. When I go up to see him I find t
.:;;he inspects all typee of: prOducts for all bureaus of the Navy Department

Then theré is*aISO'a\Gupervieor of Shipbuilding, who inspects one
particular type of product, a ship, for one bureaue-the.Bureau.of Ships.

There 18 a Bureau of Aeronautics representative who inspects one typ«
of product; an airplane, for only one bureau of the Navys-the Buyean of
Aeronmuticei: ©..o o oL . .

So, the first thing I did on taxing over was to get out a rev1sed
directive which drew a very definite distinction betwssn the General In-
spection Offices which. ‘Angpects all types of material from guns to under-
wear for all bureaus of the Navy Department, and the special bureau~type
fleld offices which are, in a sense, decentralized Bureau branches in
the fleld ,

The- Office of Inspection Administration exercises coordination con-
trol over both types of offices, over the General Inspection offices, that
1s, the Inspectors of Naval Material, and over the bureau field offices
‘which are the Supervisors of Shipbuilding, Inspectors of Machinery, Naval
Inspectors of Ordmance, and Bureau of Aeronautics representatives., The
day-by-day mansgement of the General Inspection Offices dis vested in my .
organization, in the Material Division. The day-by-day menagement of the
bureau field offices is vested in the bureaus concerned. The technical cc
trol, that is: the detalls of" gpecifications:and: technical requirements for
material is always veeted in the buréau puichasing. the material. That.
seens - to -work out..very n;ce;y and the former. troubles and misunderstanding
have pretty well vanished with ﬁhat setup. o, .

Thank you very much, Comtodofe Watt, et ”;i 11 
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