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CAPTAIN WORTHINGTON:

Gentlemen, this morning we are particularly fortunate in having Rear
Admiral W,4, Buck with us, A4dmiral Buck was graduated from Kansas State
College of Agriculture and Applied Science in 1913, with the degree of Bach-
elor of Science, He received the degree of Master of 8cience from that
college in 1916, He was commissioned an assistant paymaster with the rank
of ensign in ‘the Supply Corps, U,S.Navy, on 30 July 1917 and was promoted

. through the various grades to Rear Admiral on 31 March 1943, He is a grad-
uate of the Army Industrial College, class of 1933, znd until 1936 served
as an instructor at that school, Therefore, he is no stranger to this .
institution, '

: On 7 December 1941, when the Japanese attacked Pearl Harbor, Admiral
Fuck was serving as Force Supply Officer on the staff of Vice Admiral
Arthur L, Bristol, Commander, Support Forces, Atlantic Fleet, USS PRAIRIE
Flagshlp, and for his services in that assignment he was amur”eé the Leg=~
1m1m?%mj

On 30 July 1946 he was nominated by the Senate of the United States
"o be FPaymaster Generasl and Chief of the Bureau of Supplies and Accounts in
the Department of the Navy, with the rank of Rear Admiral, for a term of
four years." That nomination was confirmed by the Senate on 1' August 1946,
He ascumed this duty on 1 Cctober 1946,

His Subwebt ‘iss Dlotrlbutlon Plans -- Navy. I toke greé% pleagure in
introducing Admiral 7,4, Buck, 2

ATKIRAL BUCK:
Thank you, Captdin,

‘Members of the. class and guests: It is a pleasure to arpear again at
this College, although I must admlt I don't engoy rublic uoeaklng.

"uRImNTAmION

I'ihterpret ny assignment this ﬂorning, "Distribution Plans of the
Nevy," to require an explenation of the Navy's procedural and operational
plans for the delivery of needed materials gt the point of need. In Havy

Pepartment lenguage this subject is commonly called the Navy Supply System,
and I probobly shell use these latter terms frequently throughout my talk,
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Procurement, that is the purchase or contract operation, will not be
included as = part of my discussion this morning except that it be mention-
éd when necessary tc the explanation of some phase of the supply operation,
I understand that Navy procurement is to be covered in a later lecture
here at the college,

Nothing that I say will apply with respect to apmunition and explo-
sives, Thesn materials are handled through a spec1al supply system, and
in general the supply operation for these items nelther overlaps nor
parallels the system I will discuss. The governing principles of control
are, of -course, as applicable with respect to ammunition and explosives
as for other categories of material, and they are obs mrved
The matcrlul distribution system of the Marine Corps is also excluded
from my coverage. Lgain this shoyld not be understood as meaning that ths
- plans and procedures of that part of the Navy are rad1CdllY'd1fpe ~ent from
those ohtaining throughowt: other branches, The Marine Corps is maintained
as an autonomous organizational unit, self-sufficient to a considerable
degree, although dependent to some extent on the principal meterizl supply
system of the Navy and the War Department. An adequate treatment of this
vhase of the subject would complicate my talk needlessly, Neither will I
discuss the problems of freight transvortation ~ shipment, except to note
that shipment is a primary element in a supply system, I exclude it for
the reason that the management of this phase is a major subject in itself,
Another exclusion I have made is. thd+ coverlng fuel, This latter because
of time limitation, ' ‘

Even with these topics omitted I find my subject a large one, too
large in dits many details and complexities for more than a guite general-
ized treatment in the time at our disposal, I should warn you, therefore,
that almost any stabement I may moke is subject to exception,

I note that my subject is "Plans.™ I can not at this time present
to you a comcrete and final plan for the Navy's supply. systen that bears
the approval of the Navy Department, 4 rumber of officers witlin the
Pepartment have been studying our recent war GXPPTI”DCP for some time,
and these studles are continuing currently. We have not as yet adopted
a plan which embodies the lescons of the war, I can only, therefore,
present a personel aralyeis of the supply problem and irndicate what now
appears to me to be the probable solution, It is freely admitted that
the supply operation as it developed for the Havy during the war wasg
quite different from any system conterplated prior to the war.

. I do not feel that any apology need be made for the war time opera-
~-tion of supply., ‘More than any other thirg in time of war, it is results
V. thet count rather than economv or complete observence. of business-like

routine, What was done in matters of qupoly within the Navy during the

~ war may be criticized in many particulars, but we may be very proud of
the “of that _the largeot naval force of all time was well and adequate-
B St T e TR A RIS S -
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1y supported in‘&ctive,operations that were world wide., This accomplish-
ment is all the more commendable when we consider the tremendous expan-
sion that took place in persomnel and materiel, We did have numerous
problems of material supply that had never been imzgined or planned be-
fore, and we handled many of them by improvisation, Our real task now is
to study that war experience and develop from it a plan for material
supply that w»ill suprort the operating forces adequstely and yet keep the
demands on the country's economic strength at a minimum, :

If I may digress a moment, I would like to congratulete the faculty
anc student body of this college on.the opportunity now afforded you to
perform an important part - I should say a pre~eminent role - in thls
most necessary work, Those of us on duty in operazting asg 1&nmpnto have
far too little time to sit aside from the daily routine to appraise or
judge our work as a part of the whole and plan carefully and thoroughly
for the futurs., You have that opportunity hers for at lezst the pericd
of the collego course, May I urge strongly that you not concentrate
your interests entirely cn the problems of procurement and industrial
mebilization, I know they are meny and complex, but proper organization

and procedure within the material distribution system is also an gbso-
lute essential and needs attention, :

BASIC FACTORS

Returning now to my subjecct, s I view it, a material distribution
system, after the elimination of the GXLeFtlonS I have made, comprises
two principal elements, Those are: :

First: A physical plant, I mean by this term the depots and
other storaze facilities where the material in the
system is received and warehcused and from vhich it is
delivered for use. Exhibit (B).

s Second: A system and procedure for inventory control to assure
, - knowledge of inventory and requirements so that stocks
may be controlled as to quantity and distribution and
procurement cen be initisted to exaptly mect reguire-
ments, Exhibit (C).

Perhaps I should add a third eleme: t - the stock of material itself,
but I Heve chosen somewhat arbitra rlly to organize my talk this mornﬂng
around these two elements alone,

I believe I should next bring 0 your attention certain besic factors
thet have a mojor influence on the material di strlbutlon plans of the
Navy,

as the first of these I list the great importance of highly special
and technieal equipment in modsern nzval operations, This foct mekes 1t

-3
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necessary thet the Navy's supply system hancle & tremendous variety of
special technical material, not only as primary items of eguipment but

as spare parts. The comp lox1ty of the material distribution operation
and the wide range of material to be handled is illustrated by the table
thet has been distributed to you, marked Exhibit A&, You will find in
that table that the Navy's material requirements are grouped in 18 princi-
pal types totaling a% present approximately 2,400,000 individusl items,
This table presents the picture as of recent date, and we hope that we
mey find it possible through certain invehtory control operations that I
will discuss later o effect & radical reduction in the number .of items
now shown, It is of interest to note that there is tut one type of mater=
ial of 75,000 items included on the table under the ception "Geners el

Stores," which represents standard comron items of,gcneral.us~ throu ghout
the Navy within the field. of responsibility of all of the Navy's material
bureaus., 4side from this one iype, all of the categorics of material
listed are special-and the number of items listed sre prasumed to be pe-
culiar to the need and responsibility of the material bureau with primary
cognizance,

is a second basic fa ctor of primary importance in the development

of a suoply system, I would list consideration of the various .points of
need that must be served, In my introductory statement I said that T
would cover the vrocedural and opnratlonal plans to provide needed mater-
Jials at_the voints of need instead of for the operazting forces.. . This word-
. ing was by design, I do not wish o imply that the Navy's supply systen

~is not designed to supply the noodﬁ of the operating forces, but.I w1sh

to emphasize that there is another considerable requirement which must sl-~
so be served, The Novy maintains and operates a large industirizl estab-
lishment for the manufacture, repair and overhaul of its materiel, This
industrial establishment comprises many units such as shipyards, repal
bases, naval ordnsnce vlants ond.sir ctetions in the continental United
States, We also have similer activities outcide the continental limits,
and we may expect that in time of war we shall have to -establish.advanced
bases to perform repair znd overhaul as the needs of the operating thea—
ters dictate, So in our system or in our plans for war time we must
“include the materizl reguirements of these sctivitles as well as the
direct material requirements. of the opérating forces., 1 should mention
also the fact that we often find it necessary for one reason or another

in time of war, and to some cxtent in.time of pence, to supply material to
civilian mamifacturers in order that we may obtain needed oroduction from
them,

Antvther basic factor, the third for consideration in the design of
the supply system, is the size of stbc“ to be.maintainad, I note from
your schedule that you have had a discussion of the determination re-
quirements at an earlier date. I shall not analyze this factor in de~
tail here, but merely wish to point out: First, that there sre numer-

ous factors to be evaluated in any determinations as to the size of
stock; and Second, that the’ nroblem of distribution and control sre

—he
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further complicated as the amount of material to be maintained in the
supply system is increased, It is commonly considered that for military
requirements we must maintain in stock reecdy for jssue the guantity of
materinl that will ‘suffice to cover our working needs, at least during
the length of ‘timé necessary for procurement of the items from commercial
Sources, DBy procurement time we msan the total length of time necessary
to secure d@livery at the point of need. Furthermorc, since emergencies
come without warning, it is highly desirchle that we have a reserve of
material that will mect rcmoblllzatlon requirsments, In addition to this
it ies essential that we ave, within our peace time supply system, stocks
of material sufficiently in excess of these two neceds to fill an expanded
distribution system or pipe line, In view of the fact that the early days
of war will probebly require an extension of the physical plant totheatérs
of operation not served in time of peuce, this materizl readiness factor
is of considerable importunce,

Currently, the question of the size of mointenance of stock is come
plicated by our ownership of a considerable quantity of special material
that is peculiar to Navy needs left over from the war, The proper decis-
ion as to the qu’ tities of ‘these items to be retoined is neot zn easy one.
In meking such 2 decision we must ecvaluate costs of ghorage and prescrva-
tion as zngainst probuble obsolescence factors, possible realization value
if sold, and ‘the probabls war time procurement lead time, anothsr very
important influence on any decision on size of stock to be maintzined is,
of couree,'the fincneial one, Thie phase of the problem is so importunt,
especially ' so at the present tlFC, thrt I chose to consider it se Dbrutely
as another basic factor governing the material distribution plan.,

&g a fourth basic foactor influencing the structure of the Navy's
supply system, I 1ist the Navy Depariment organization itself, You have
studied the organization of the Department previously and have learned
that primory responsibility for the provision of nescessary materiscls is
divided mmong cach of the several Navy Department burezus, I de not think
it necessary here to list the categories and types of materisls for which e
each bureau carriee this primary responsibility, but it is necessary to
peirnt out that the responsibility of an individusl, buresu is derived from
Article 393(2) of Navy Regulations which stetes as follows:

. . 1
"Each bureau sholl determine upon and reguire for or have
menufactured all material, espparatus, tools, stores, fuel,

trﬁnspor*“tlon, office uu0>lleu, and applionces of every
kind needed in carrying out its duties as hereinsfter
defined,  Each burezu sholl be charged nlth the préscrvation
of Dubllc porperty under its cognizance."

Furthermore Article 393(11) aésigns the following duty to each burecus

"Each buresu shall estimate for and defray from wts own funds

the cost necessary to carry out its dutlies =ag hereinaf*er de-
© 1 "
fined,
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~ RESTRICTED




It is significant to note in connection with our study thet the pro-
visicns of the quoted regulations ¢o not cherge the individual buresus
with responsibility for the delivery at the voint of need of the material
over which it has pr 1mury cognizance,

Before the war our material requirements were not so extensive as to
variety and quentity, znd the Navy under these conditiors, had developed
a supply system which would, with some bXCGpthHS agsigh the responsibil-
ity for storage and distribution of material to one burseu, the Bureau of
Supplies and Accounts, This Bureau in this respect wes responsible for
the supply function for all Navy matericl. It is important to note the
distinction impliad as to responsibilities for various phases of the over-
all overation of procurement, distribution and issue of material, Each '
" buresu under the guoted regulatiohs exercised the functions classified as
technical, that is they determined requircuents both =8 to quantity and
specification, They provided funds to finance their procurement or tbey
ar r”nged for their menufacture, At this point & single bursau stepped in
and performed the supply functions of procurement, distribution, storage
and issue for all material requirements, the principal exceptions to this
e witn respect to medical supplies and equipment and ammunition,

o

[
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UnCer the stress of war conditions and the very considerable expansion
in material orevieusly noted, the individuasl buresus cdeveloped a much
stronger feeling of complete rosvon51bllltv covering supply, as well as
technical vhuases. 4s & result of the war the pre-war systen underwent
considerable ¢hange and at the ond of hostilities we did not have a2 single
supply system but had many systems each hendling o special category. of
- material, ench system controlled dire ctlv and, financed completely by the
- materia} bureen with techrical cognizance. It cannot be said, of course
that the methode and procedures used did not work, for the wor was won,
Neither can it be seid thet the methods used posscssed no adve ntages,
particularly vhen 9prr4“ﬁed from the vpoint of view of the technical bureau
or the group or division within the bureau having cognizance of the special
type of moterial, Howaver, there were many weaknesses and disadvantoges
in the systems ond in the types of opgrotions developed. Current think-
ing in the Novy Department sesms to favor the development again of a
supply operating procedure which integrates material distribution into a
single &JDJGN with the cperating responsibility lodged in the Burcou of
~Supplies *no Avcoants :

L have ﬂrmvioudlv mentioned the matter of flbuﬂCng; and I list it
now CS the fifth basic factor influeneing the development of a supply
systemy In *hls_respect_thg Navy now uses two financing methods. One
involving the use of a revolving fund; the other an investment of current
appropriations in matericl to be held in store for future needs,

Returning to Exhibit &, it will be noted that the first type of mater
ial listed is described . a "G@nﬂral Stores™ and that in this category of
material there are some 75,000 items, The material in this category is

b
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financed by a revolving fund known as the Naval Stock Fund., Some other
types of material listed on Exhibit 4, namely, fresh and dry vrovisions,
specicl clothing, ship's store items, fuel, and athletic and welfare
material sre also financed from this fund for initial procurement and

“maintenance in store vhile awaiting issue, Clothing and small stores items
are similarly financed from a ”evolv1ng fund known &s the Clothing and
Small Stores Fund,- :

Since the use of this financial method is, so far as I know, unique

to the Navy and further because it has numerous operating advantages, I
think 1t desirable to explain the operation im some detail, Basicully
‘these funds constitute an appropriation to Navy use of & sum of money,

" which money mey be expended for the procurement of stocks of material,

This material having been'procured, its cost is charged to the fund and
‘the material is teken up in the Naval Stock Account for stores accounting

- purposes, The materisl on irsue is ohargeﬁ to ths cmprcwmme one of the
~eurrent operating or construction appropriations availatle to the Navy, and
at that time, the time of such use, the balance gvailable in the cperating
aprropriation is reduced and the fund is credited in like amount, The
money then becomes svailable in the fund zgain to finance “dnother purchase
¢f material for store, To the extent of availability of money in the

Naval Stock Fund, it nermits contracting for material to meet future needs
without regard to availability of annual appropriations, It permits con-.
solidated purchase and stocking of materials that are common to the re-~
quirements of more than cne buresu, Insofar zs the individual bureszus are
ooncerned, uvalldbllltJ of material in this Naval Stock Account facilitéates-
-their budgetarv and fiscal control since they, in their current annual

- appropriations, need only provide money for W4tcr1>i to meet actual use
rather than to finance stock which may of mey not be used during the per-
dod of availsbility of the appropriation, From an adninistrative stand=-
point there cre certain difficult probl“m* rmlated t¢ such an operation,

It is most difficult to control proc curerents of material so that there will
not be losses to the fund by oLso¢escedce or bCCavcﬁ ‘of the purchase of
quantities that are not drawn from stock, However, the method 1s busiress=-
like in that it requires an operating statement uné bu;ance'VUQCU type of
accounting for material which foeuses attention on any lossés,- Prevailing
opinion in the Navy Department adpears at this time to favor the expansion
of the nse &f this financing plan to other cﬁbegorloq of material than
those listed, . The fund at present has a monetery bialance on the books of
the Treasury of approximately $350, OOO 000, snd- there is an *avoltﬂrv of
material in the N“Val Stock Account Jlnancea from the fund of approyimate-
1y @l 300, OOO 000, out $300 000,000 of this has been decls red sur ﬁlus
but is ubl]l rc*c"u.nevq 1n the accoubt pending disposal :

41X of tnﬂ other types of moterisls listed in Exhibit 4 ore financed
directly from an operating appropriation of the bureau having promary
cognizance of tho_materlal For storce accounting purposes: this material o.
is carried in what the Navy calls thu &I urcprlutlon Purchiises Account.

o
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The money value at present is approximately %$10,000,000,000, znd this is ex-
pected to increase as the Navy refines its stores account and inventery in
the postwar period,

This concludes my iist of major factors and brings me to the next
topic, namely, a discussion of the two principal elements of the Navy
materizl distribution plan., These twe elements I have previously lisbed
as; first, the physical plont or facilities, and second, ‘the inventory
control systems. :

PHYSICAL PLANTS

,  Exhibit B presents ‘in summary form a picture of vhat I have called
the physical plant of the Navy's supply system, It is descriptive of
that plont os of current date, and in general it represcnts the.foeilities
we had at the end of the wor although we have been able to dispoese of,
as surplus to our n=eds, a small mimber of storage facilities, The gmner-

rlan under which these facilities have been developed is indicated to a
certwln degree by the classifications that have been used on the flrsx
sheet, :

First we have as the central nucleus of the supply system,/the inlend
supply depots in ths continentsl United States, These, it will be noted,
represent approximately 20 percent of the &toraée capacity, and in general
their mission 1s that indicated by the fact that they constitute thc nucle-
us or back bone, Next we have the coastal supply depots which contdl
about 31 percent of the total storcge cepecity. In general the mission of
these depots is to steply {leet and off shere requirements although they
also have the mission of supplying other naval activities in the immedizte
vicinity. Next come the off shore supply depots and supply centers which,
at present, account for & perceént of the total capacity, Their mission is t
thzt of surnly to the fleet units and noval asctivities within the &area,
These three cztegories of supply depots and centers comprice almost 60 per-
eent of the total storage cepacity and are under the direct cognizance of
the Burecu of Supplies and Accounts and are the princirval field facilities
available o that bureau for the discharge of its responsibilities with re-
spect to Navy supply. o

In order to completé the picture the Fxhdglt llshs also the storage

capacities of the shipyards, air stc twons and other activities having in
excess of 2,000 gross square feet of storage, Since the shipyards are
coastal activities, this shipyard stordge capucity has certain fleet and
dependent 1cﬁ1v1tles sunpply responsibilities in addition to its primar
mission, supply for the shipyard. It will be noted that the shipyard
capacity 1s approximately the same as thst of the dinland supply dupots
and that it is the largest cetogory except for the coagtal and inland de-
pots, Under current naval organization shipyards are uémJnlstrht ively
under the Bureau of Ships, However, the storage operation of those yards
is a techn¢c l rpsn0ﬂ51b11Lty of the Bureuu of' Supplies and Accounts, and

4 L e
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t0 s considerable oxtent that burgwu uil]la e shipyard storage copa-
city Tor otho* purpoeses tbun bu'uCrt of th& yards themselves,:

. The dis stribution of mu+bri“l that‘bbtains currently is far from satis-
factory for future operations: particularly v ith respecet to the distribution
among the inland and com&tal depoete. The reason for this dis that during
the war material often ha¢ to be sent to-the‘pcint vhere ‘storage capacity
‘was aviailsble rather than in accordence with zn overall ceorefully thought
out plan of distribution designed to accémplish the maximum economy both
from the stand;hint of investment in material and cost of shipment te
points of nesd,  The Bureau of Supplies and dccounts 1is currently maklng
an extensive analysis of this problem with 2 view-at jeast of having a
plan for eventual distribution which may be accomp lished if money is
availeble for the rather expensive operation of- ruolstrlbutﬂon.

The Exhikit lists in generhl terms the missions of thb various active-
s, but I 6o not believe that I nesd go further inte this subject now.
o wish to neint out that there is an important element of the requi red
hysical plant not listed in the exhibit,

This elemsnt is the floating facilities comprising stores ships and
tenders, stores iscue barges, and the storage capacities of the combatant
twpes o; ships themselvos. This element is most impertant and it was the
“Cevaelopment of « high degree of efficiency in material distributicn to
opcratlng foreces by these means that permitted our fleets and aircraft to
operate with the reguisite mebility during the wyar, Experience proved
‘during the latter months of "the war that it wes much more advantageous in
many inst:nces to move storss ships and stores ilssne ships forward to new
- dsland bases as they were capiured rather than to sttempt to establish
material supply foeilities ashore, Thr cevelopment of supply at asa while
underway was also brought to 2 high degree of proficiency., It is to be . .
-hoped’ that the types of vessels cnd the: procedures esspntizl to this mobile
suppart will be retoined and further deweloped in tlmo of peace, It is 7
feared, hewever, that stringent cconcmy and reduction of . funds will result
in SDVCTC curtailment or complete elimination of this type of éperation,
We shall st least retein 2 record and plens for operation in this essential
of a supply systems

INVFETCORY CONTHOL

Let us turn our attention now to.the problems of inventory control,

In the d&ys hefore World War II the Navy largely contented itself
with. stocking supplies cs distinguished from eguipment or ropair parts.
Even as regsrds: lur 6 categories of mwtcri&ls which might he clu3a1fled
as suouvlies, the Navy depended on the rvady availlability of materials in
- civilian wurehouses rother then maintsining its own qtockb*lns. The
range cf items required by the Navy vos relatively smzll in comparison
‘with tolry's needs, Most of the items required by, the prewar Navy were

A

contained in the Federal Standard Stock Catalog.
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With the advent of the Natiocnal Emergericy and the quickening of the
construction program, and subsequently, the War, Navy requirements for
supplies all kinds so hugely increased as to variety end guantity and
so multiplied as to peints of required delivery that dependence cculd no
longer be placed upon supplies maintained in the hands of the dealers
In crder to insure prompt and adequate supply, the Navy had to stock the
great bulk of its multitudinous requirements. Further, with the rapidly
expanding shore establishment and fleet, the quantitiss of equipment re-
auired were so huge as to necesuitate atOCklnP cf numerous items of equip-~

ment, With the increase in the numbers ani tvres cf eguipment requlred to
STt e ~ RT3 ahmart .y ” ; +o shift to &5 o
SUppLULL LIl lu.AVd.L CDbd,L)J_J.Dl“IL hb’ .LL; i

otocxlng large quantities of repair parts for the thousands of different
types of equ l;m@nt in use by the NWavy. The introduction of repair parts
inte the Navy Supply System immerisely expanded the number of items in the
System., Itemwise, it is estimated that repair parts accourt for 75% of the

items in the Navy Supply System.

P
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15 a result of the introduction of new squipments and their repair,

parts inte the MNavy Supply System under the pressure of War, thcre,‘cf

- nedessity, developed rumerous systems of distribution and control. Some

in the Favy fully realized that this was nvt'desirabWe, but it was not

until 1944 thset it was possible to make a determined effort to correct

the evilis which hao developed during this period -of pressure. 3ince that
time, the Navy has continucusly striven to d » adeguate systems of
control. Frogress has been made and plans for an effective system of con-
trocl are now p.rtially complete. These p ans, part of them alre.dy approvead
and promulgated, providée for dividing the Navy's material into seventeen

ENgeCS

, each category to be controlled by a ouoyW" Demund Control FPoint.
it .’A ~ 3t the poment Sy d’ W ~ s

) (A). Plans are, at the moment, under study which will provide for
st possible irntegration of these systems ;nto a standard and uni-

This is the historical basckground of the N4vy s present dagy Inventory
Cortrel Frcblem. Its final sclution will require continudus study and
inplementation.

Before material can be controlled, it must be identified, classified,
assigned a standard name, assigned a standard stock number - all of which
information must be promulgated by means of a catazlog to the lowest user's
level for any given type of material.

'In a country of free énterprise and intense = competition such as ours,
the burden of  cataloging falls of necessity upon the usér. To assure parts
sales and to gain certain information reeded by themselves, diffsrence manu-
factur;rs assign different identifying numbers to the same compenents of -
a similar or identical product, Zven within the same company, parts which
make up 2 new model of the equipment which that company nproduces will be
given a new series of ¢Mcnt1*y¢n5 wmebers despite the fact that in many

~ ot N 5 N . . “

cases, 95% of the parts used are the name as were used in the earlier
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-model, ThlS s1tuatlon, of course, prescnts a dlfflcult problem in identi-
fication, insofar as control of Navy stocks is concerned, - The Navy, there-
fore, for good Inventory Contrcl must not only identify any given item,
but must also ascertain how many 1dent1cal 1tems are used in other appli-
cations, 4 .

This problem is belng solved by & technique of cataloging which we
call top-dovn analysis, By this system of top-down analysis, similar
types. of material are broken domm into 211 of. their basic components.

By means of standard description patterns similar types of items in one
group are compared with those of other groups to determine which 1tems are
identical and which are interchangeable, That this system is effective is
attested to by the fact that (1) 225,500 different stock and’ reference

- numbers assigned to anti-friction beerlngs were reduced to 4,200, These
.examples, of which there are many, are indeed astounding.. They are sig-
nificant to the extent that they show us how non-standardized imeriean
industry is, ond how expensive it is to stock identical items under differ-
ent stocknumbers, thercby necessitating more purchase orders, more shipping
orders, more stock cards, more total stock and more werehouse space, FEach
of these operations, of course, calls for the employment of personnel: who
are needed elsevhere, Worst of all, #% actually meant that during the war,
machines on the fighting fromt were demobilized for lack of parts which
were actually in stock but were not recognized as the part being requisi-

" tioned since it was carried under a different manufacturer's number,

_ It can truthfully be said that cataloging is the very crux of Stock
Contrel. Control can never be cttained until everyone speaks the same

language and understands each other,  A4fter atiaining a common language,

it is then possible to attain Navy-wide control « rezl Inventory Control,

where stocks can be regulated to meet actual requirements, where dupli-

cate items will not be stocked in different bins beczuse they have been

- assigned different numbers, This is thc objective, and real progress has
been made toward Jts uttulnant : :

Control is effected throuth what we call a uupply'remund Control
Point, Exhibit (4)., The basic objective of a Supply Demsnd Control Point
is to assure a proper balance between: the supply. of,.and the demand for
the individual items which it controls., By simmarizing periodic Stock
Status Reports received from directly supplied activities, the Supply De-
nand Control Point can, after meking acdjustments for future Nevy Plans,
correctly direct procurement, redistribution, or disposal.

.The Naevy plans to control meterial through seventeen-of .these Supply
Demand Control Points, The number is determined. by categories of material
such as electronics, general stores, aviction spares, ships repair parts,

etc,” The actual adjustment of Supply to I=mund is accompllshed by what
we term a Supply Demand Rev1ew. S

These Rev1ows normnlly are mede on a three months bu51s, honever,

1] =
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the interval between successive scheduled Supply Demand Reviews is longer
“for ' ths itypes of material which are not repetitive in issue but are held
‘primaril¥ for insurance purposes. The-.components of the informatlion
reguired to make a uuﬁplv Demand Rev1ew ‘are obtained from two sourdes -
from the Stock Status Repdrt, which is réndered yuarterly by thé actual
stocking activities to the Supply Demand ‘Control Foint, and by the ° |
cperating plans furnished the Supply Uemand Control Point by thc Navy

Department

The operdtlng lans furnished by the Navy Department prov1de opnratlng
and planning lﬂforM¢tlon, such as how many sircraft and how manw ships |
“will be operated, how many addltlonal ships will be buiilt, how meny new

bases will Be established, ete. ith all of thls_lnformatlon available,
the Control Foint is able to accurately compute Supply and estimate

'Déﬁand. oo T R . )

Thls svst«m of Control permits mairtaining a- minimum phV51cal 1nventorv
at stocklng activities. It prevents duplication, provides interchange—
ability, abolishes a country store type of business, and.saves the Govern-
ment millions of dollars in peacetime, and billions of, dollars in wartime.
“hs . an example of such savings, the aviation oupﬁlv Office (a Supplv Demand
Control 101nt) made. its- preliminary efforts in cataloging in 1944, 45 a
result of fhis initial effort 1nvcatalop¢ng, which pcrforcC prov1ded
interc1argvablllty,-uctlon was taken which resulted in & direct sav1ng of

_more than $275,000,00C as follows: (&) Terminated $175,00G,000 from
opén engine parts contracts, (b/ Reduced initidl spare parts procurement
from an authorized $BCO 0GG,006C to VZOO C0G,00GC, or a reduction of
$100,060,0C0, (c) Reconmended disposition by sdle of 10,000 obsolete parts
and 5,000 surplus parts, (d). Tstablished a cadnibalization program which
stopped procurement of large dollar value parts, (e) Corrected mal-
distribution., While the number of combst engiries increased to.meet the
inereased plane production from Julw 1943 to January 1945 by approximately

- 58%, the nimber of reounsts for 1tems decreased oy dppf@leqtely 38%..

An estimate of savings for 3 new Supply Demand Control rolnt actlvated
within the last eight months, shows. that a net savings of over %18 000,000
will be realized in the next flve years.” To date only one-seventh of the
first Stock Status Report has heen received by the Supply Demand Control
Point from the stocklng 1ct1v1t1€s and sav1ngs of $339 510 has already

- aterued. e . .

Thure is no wuV'tq de_ﬁrmxne pTBClSclV tho de1ngs on such thlngs as
the reduction of anti-friction bearings from 225,500 to 8,500 as previously
stated.. It &s, however,.known that the .saving will be very substantial as
a leoser number of bins, a. reducbd amount of storqgﬂ space, reduced stock
~ ‘records, rcduced typing 1nV01ces and shipment pgpcrs, etie., result.

The W“vv lparneq much about Inventory Control during the war, Tech-

niques of cataloging, which permit the'maximum knowledge of interchange-—
rabllity and standardization, have been developed.  Use of descriptien

12w '
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patterns for initial classification and reducticn of the number of items
needed is in a high state of perfection. Standerds of performance to
determine what a Supply demand Control Point can and cannot do effigiently
and 2t a savings are under continuous development and review. With these
and other tools too numerous to menbtion at this time, the Navy intends

to complete its program and to maintain a Materials Control System that
will be fullv effective and permit immediate expansion in time of national
EMETEENCY . S : : o S
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Type of Material on BExhibit A-1,25C,000 Itenms
Exhibit "C'" is an attempt t» chart for you the various elements of an
inventory centrcl system using the present pl@n’of the ships parts, (hull
machinery and internal cerdusticn Engine Spares) soatzol as an example
typical of the seventeen systems planned or in being, Zxplain chart,

A rmost important phase of the contrcl eperation 1s that of eliminatien
of anplication of items in thé varimus systems, Accoemplishments in this "
field are the responsibdility of the Wavy Inventory Contrel Office in the
Office ef the Assistant Secretary, The accemplishments ta date are not
large when related to the possihilities, This is due te the fact that the

first essential of contrel -~ proper cataloging is not complete,

CONCLUBIOH

I heve in fret, Mub scretched tio surfrce of my mest important sub-
Ject, The work entailed in the development of a proper svstem with ade-
quate facilities and systems of control is dull and presalc and impessible
te glamorize, We are cognizant of its impertance and hcpeful that we may
be a~le to develop nur supply svstem se that it will e ready if war sheuld
ccme our way again,

(B Hev., 19456 — 350)L.

- 14 -

daLoONISaY



DO LU LY

, EXHIBIT'"A“ : ) '
PPINCIPAL CLASSES CF MATERIAL IN THE ‘ ; Page 1
NAVY DISTRIBUTION ' - S
SYSTEM
ToRiale T T T T T T TTT ST o oo
‘her » _ - CONTROL OFFICE
| BE e emmwMame o ___ _ _Lecation_ _ _ _ _ _ _ _ Bureau Cogpizanc
} | ' S T BuSandA , Tashington, D.C. ; BuSandA
oo TER0g, | - | | :
; ) Y77 Naval Supply Depot Scotia, Naw York ) BuSandA
fSSRTOUN SNORURTTOOSTH : :
L : ! ‘BuSandi - Uashington, D,C,. o BuSandA
i T®i09dng - AR -
@' ‘ ; - EuSandA : ”%Shington, D.C. | BuSanda
;eqem a&egteﬁ ¥ OT3OTUIY ‘ : . ' v o '
’ Ships Store Cffice New York, N¥ew York . - BuSandA -
poudTnby pue A A : R
;gudq 3 Ieotddn" TeoTpaj] ; ’ BuSanda : , Tashington, D.C.- . © - PBuSandA
;gea easdg e3oo( P spie} S ' Ships Parts Control - ‘ o . Ve
‘ : 7 ) . Center, MSD .. . - lMeehanicsburg, Pa, ‘ BuShips-BuSand4
: STBTJIOY B TROTINRUOILY ) o e o : : : ‘ o
———————————— Buf hlpS ' mﬂhlngton, D Lo ‘BuShips
Teraeqey Jo odAy I Subrarine Supply Office Philadelphia, Pa, FuShips-BuSandA
''''' mmm e Naval Shlp"ard Y Vork New York © Buthips
- Naval Shipyard =~ lhﬂed York New York BuShips

Buships tashington, DJC. - ‘Bufhips

- Electronic Control : . ;
Cen ter, NSD - Bsyonne, H,J., P 7 BuSh:Ds-Bu andA

»Ordnance Etock‘fffiCE, e S : S s
Neval Gun Factory - Jashington, B0, . ;-Buord-Pﬂ Jendd -
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ST FXHIRIT A"
PRINCIPAL CLASSES OF MATERTAL™IN THE -
NAVY DISTRIBUTION

o e e . SYOTEM
Approximate
Number
ﬁﬁﬁﬁﬁ of Items _ _ _ .o . - - Hame _ _ _ _ _
450,000 Aviation Supply Office
130,800 Advance Base Depot”
Material Division
5,000 Bulied
7,000 Ships Store Office
0,378,552
21,273

2,299,825

——_-«»~—.n.——~—..——_—u~_—‘.‘.,.-‘_..“.‘...w.__.»--w..———-,---.——.-.._r

Page 2

- Logétlog -
Philadelphia, Pa.
Hucnemengaliernia
‘Wm%LM‘@uY&k
New York, Wew York
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Exhibit np®

U. 5. NAVY COVERED STOPAGE_SPACE AT SHORE
ACTIVITIFES HAVING 200,000 GROSS SQ. FT;»OR HORE STORAGE

Inland Supply Depots; Continental U,S,

Coastal Supply Depéts, Continental 1U.8,

'Naval.Supply Centers and Depots, Outside.Continental U.S.
Naval Shipyards, Continental U.8, .

Naval Alr Station, Continental U,S.
OﬂmerﬁeAamyiME&'&mtﬁmnmlILS.

Other Large Activities, Outside Confinental U.S,

Papgel

24,036,000
38,254,000
10,577,000
24,118,000

10,724,000

TCTAL COVERED STORAGE AT LARCE NAVAI ACTIVITIES

RESTRICTED

125,082,000 sq, ft,
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Station

NSD Scotia

NED Mechanicsburg

NASD FPhiladelphia

NED Clearfield

NSP Spokane

RESTRICIED .

INLAND SUPPLY DEPOTéyﬂCONTINENTAL U.5,

Mission

Bulk storage of GSK, (&3S, Ships Store Stock, Dry
Provisiong, Landing COraft Spares, Ela“tronics, ICE Spares,
Hull and Machinery Spares, Equipment for Naval Reserve
Armories, Autometive and Materisl Handling Spaves;

Overall control and retail distribution of automctive and
material handling equipment spares.

Global Control and Distribution Center for Ships Sparess
Also bulk storage of GSK, €C&SS, Dry Provisions, Machine
Tools, Medieal SUleleS and Lﬂu¢pmeﬂ+, General Ordnance

3
ent for Na

Spares and Automotive Eguipment,

“Regerve Armories, Storshouse APIPHRJt¢CQ] Materis 1 and
s

Aviation Ordnanc Badocks epares for equipment, Automotive
9 by 4+ b4

and Mechanical He nolv»g Fouirmeht frares, and Electronics.,

Youses Aviation Supvly Offiee, which contrels procurement,

istribution and storzge of aviation materials; bulk storage
of Aviation Materisls: distribution of items to certain
major ponnts and few locel getivitics,

Bulk Storags of GSK, C&35, Sh
Provigions, Landing Craft Spar
Hull and Machinery Sparss, I
Genaral Ordnance Spares and A1,
and Recreational Gear, Egui:
dviation Spares 1nClUt ﬁg E
Retail distribution of ship
Mechanicsburg.

Store Stock, Dry
ETmcuﬂopics, ICE Spares
1

)01495 and Eguioment,
mant, Atnl.tlc

Bulk Storage of GIK, CZSS, Landing Craft Spares, Elsctronics

ICE Spares, Hull and Mechinery Spares, Medical Supplies and

EOU1ﬁm°nt General Ordnance Spares and Aufomctive Tguipment.,
TOTAL AT INLAND SUPPLY DEPOTS

Page

Gross 59, Ft.

3,120,000

7,938,600

1,279,000

3,080,000

27,036,000



Station

HSD Newport,
including Davisville
Annex

NSD Baysnne

NCD' Brooklyn

NED Norfolk,
including Cheatham
Annex

NASD Norfolk,
including South Annax

NSD San Diecgo

H5D San Padro,
including Torrance
Annex

ABD Pt, Huenene

NED Oakland,
including Stockton
innex and Pt, Molate
ANNEX

H3D Seattle,
including Tacoma An,

COASTAL SUPPLY DEPOTS, CONTINENTAL U.S,

Mission

General Supply, less technical items, to Fleet Unitsg
Suppert local activities east side Narragansett Bay,

General Supply to Flest Units, to Ablantic Ocean Area,
and to Local Shore Acf1v111“°; fvﬂnﬁshwp“¥nt Point for
Cverseas Carge; Electronic Control Center; Fast Coast

Crdnance Primary.

Hanufacture, storage, and distribution of items of
Uniform Clothing,

General Supply, lcss ships! parts and electroAics, to
Fleet Units and to 6th, 7th, 2th, and 15th Naval Dis trictsy
Transshipment for overseas cargo,

Supply aeronautical material to Fleot Units ond in ated
aviation shore activ‘ti

Supply, less technical items, to Fleet Units and local
shore activities,

General supply, le
locel shors activi

N

3 technical items, to Flest Units and
es.,

of materials and eguipment for con-
nance of advanced bases,

Storage and shipmen
struction and miinto
Genersl supply, less ships? parte and mediea supplies, to
Fleet, Pacific Ocean Ares, and lonal activities;
point for OVerseas cargo,

General supply, Ioss b
local activities,

echnical items, to Fleset, Al
TCTAL CCASTAL SUPPLY DEPROT

ROSTRICTED

t‘wn“SQl""‘ﬂt~

Gross_£q. Ft.
1,216,000
4,103,000

2,369,000

1,855,000

1,949,000

2,109,000

12,891,00

3,/05 000
38,854,000

k3

Page
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NAVAL, SUPPLY CENTERS AND NAVAL SUPPLY DEPOIS OUTSIDE CONTINENTAL U,S. S Pa

Station - Missicn Gross_Sq. Ft.
N5 Trinidad, B.W.I. Limited general Fleet Supply, less technical items 602,0000
NSD Guantanamo Bay, Limited 90n9r31 Fleet Suppl less: technical items 217,000
Cuba C
NSD Balboa, 6.7, Limited general Fleet Supply, less technical items 522,000
N3C, Pearl Harbor, TH General Supply, including all technical items, to Fleet

' and Central Pacific Ocean Area, 6,077,000
NsC Guam-Saiéan General Supply, including all technical items, to Fleet
and Western Pacific Jcean Area. 3,159,000
TOTAL NSC's AND NSD's OUTSIDE COUTINENTAL U.S. 10,577,000
LARGE SUPPLY ACTIVITIES CT H ER THAN DEPCTS
Naval Shipyards, Supply Eppartment sunports nhwpbu17dwn9 and ship repair 24,118,000
Continental U.S, sctivitics of the Industrial Department of the looal
Yard, Retail supply of technical items to vessels,
Adir Stations, Supply Aviation and other stores for local consumption, 10,726,000
Continental U,S, . Largsr stations are in@icateo s distribution points for

smaller air stations,

Other lLarge Naval :

fetivities, Cont, U,S,
s

Other Large Naval
Activities, Cutside
Continental U.S.

12, 964,000

3,807,000
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EXHIBIT non -
CONTROL ORGANIZATION OF SHIPS PARTS Page 1
(less submarines) \
SHTPS PABTS GONTROL CENTER, ~ ~~~ """ T T oo TS TTh T
NAVAL SUPPLY DEPOT, WMRECHANICSRU pG, Pa,
“8hips Parts Ships Parts ' Shing Parts Ships Parts
Distribution : Distribution Branch, Branch,
. Centar, : Center, - Faval Supply Naval  Supply
NSD, Cloarfield Adak, Alaska . Center, Centar,
Utah Pearl Harbor,'T.H. Guam, M.I,
“Naval Shlpvard “Minor R“pa1r Haval Shipward T Tiaval Repair
Bremsrton, Wash. Activities in Alagka- " Pearl Harhor Base, -
__________ ~ e e mm - Alewtlan Area _ L _ _ L __ _ _.__ _ Guam _ _
Faval Shipyard, ) Tenders and Repair Pacific Flaet Naval Regpair
“Mare Island, Calif, o Ships, Service Divisions Base
Alaskan Arca in Fastern Pacific Saipan
Naval S 1103 rd Haval Repzir

San Francisco

T ‘Q] L\*D‘a"d 3
Terminal Island
....... e e e e e o e e e e e e

Industrial Dept.
Naval Station,
- San Diego

Landing Forece

Equipment Depot, -
San Diego
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Sarv1be Division

Base,
Manacani, P.I,

Industrial De pt.,
Naval Station,
Subic, p.T.

acific Flﬂe

in Western
Pacifie




