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Distribution Plans -- Nwy. 

14 October 194.6 

CAPTAIN YORTEIINGTON: 
: 

Gentlemen, this morning we ,are particularly fortunate in having Rear 
Admiral 71.A. Buck with us, Admiral Buck :nias graduated from Kansas State 

,.C.ollege of Agriculture and Applied Science iri 1913, with the degree cf Bach- 
elor of Science. He received the degree of 3aster of Science from that 
college in 1316. He was commissioned an assistant paymaster ?Jith the rank 
of eniign in the Supply Corps, U,S.Navy, on 30 July 1917 and WQS promoted 
through the various grades to Rear gdmiral on 31 March 1943, He is a grad- 
uate of the Army.Industrial College, class of 1933, end until 1936 served 
as an instructor at that school, Therefore, he is no strnriger to this 
institution, 

on 7 December 1941, when the Japanese attacked Pearl Harbor, Admiral 
Buck p'as serving as Force Supply Officer. on the staff of Vice Admiral 
Arthur L. Bristol, Commander, Suppqrt Forces, Atlantic Fleet, USS PtiIRIE 
flagship; and for his services in that assignment he was awarded the Leg- 
ion of Merit, 

On 30 July 1946 he was nominated by the Senate of the United States 
';to be Paymaster General and Chief of t:?e Rureau of Supplies 

the Department of the Navy, 
and kccowts in 

with .the rank of Rear Admiral, for a term of 
four years.~l That nomination was confirmed b;y the Senate 'on 1,Bugust 1346, 
He assumed this duty on 1 October 1946. 

His subject ist* DistributionPlans -- .?&+vy. I take gre&, plsasure in 
introducing Admirai Y.A, Buck. : 

AIXIRAL FJUCK: _I 

Thank you; Capttiin, ., 

Members of the class and guests,: 
this College, although I must admit, 

It.is a 6Xes.su.re to appear again at 
I ,donlt enjoy public speaking. : 

SRIENT ATON . .'. 

I inter,pret my assignment this morning, Qistribution Plans of the 
Navy," to require an expltnation of the Navy's procedural and operational 
plans for the delivery of needed materials at the point of need. In Navy 
Department language this subject is commonly called the Nav,y Supply System, 
and I probably shall use these latter terms frequently throughout my talk. 

L. . ,, * ** 
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Procurement, that is the purchase or contract operation, will not be 
included as a part of my discussion this morning except that it be mention- 
ed v:hen necessary tc the explanation of some phase of the supply operation, 
I understand that Uavy procurement is to be covered in a' later lecture 
here at the college. 

Nothing that I say will aonly with respect t'o ammunition and explo- 
sives. These material; are handled through a special supply system, and 

in general the supply operation for thoseitems neither overlaps nor 
para&lels the.system I will discuss. The governing principles of control 
are , o?~course, as applicable -,vith respect to ammunition and explosives 
as for other categories of material, End. they are observed, 

The material distribution system of'the Marine Corps is also excluded 
from my coverage. Again this should not be understood as meaning that the 
plans and procedures of that part of the Navy are radically different from 
those obtaining throughout other branches. The lKarine Corps is maintained 
as an autonomous organizational unit, self-sufficient to a considerable 
degree, although dependent to some extent on the principal materi supply 
system of the Navy arid the !Var Department. An adequate treatment of this 
phase of the subject yrould complic:ite my talk needlessly. Reither :KU. I . . G.2.S CUS% the problems of freight tr;insportetion - shipment, except to note 
that shipment is a primary element in a supply system, 1 ey;clu.d.z it for 
the wason that the management of this pha.se is a major subject in'itseif. 
Anot'ner exclusion I have mac?e is that covering fuel. This latter because 
of time limitation. 

Even &,h these topics omitted I find my subject a large one, too 
large in'its many details and complexities for more than a quite general- 
ized treatment in the time at our disposal, I should warn you9 therefore, 
.that &most any statement I may make is subject to exception. . 

I note that my subject is ['Plans.fl I can not at this time present 
to you a concrete and final plan for the Wavy's supply,system that bears 
the approval of the !kvy Department. A number of-officers within the 
Department have been studying our recent var experience for some time, 
end these studios 3so continuing currently, Vo have not .a~ y&t adopted 
a plan which embodies the lessons of the war. 3 can only, there,$ore, ~ 
present a personal a.naiysis of the' supply probl.em and indice.tc ?zhat now 
appears to ne to be the probable solution. It is freely admitted that 
tZ2c supply operation as it developed for the Navy during the ear IjJas 
I;uite dift'ercnt from any system contempla-ted prior to the ner. 

I do not feel that any.apology 
tion of supply, 

need be- made for the ear time opera- 
nl0rtS than nny other tl;ing in time of wzrg it'is results 

.II that coGnt ratherthan economy cr complete observance of business-like 
rbutine. 

I, war may be 
Yhat WCS done in mi;t?-ers of supply 

&it~cized in many particulars, 
~~$thin the Navy during the 

but we mny be very pr8ou.d of 
the Pact that the largest n:vel force of all time ~2s ::;ell and a.dequate- 

. . . - - * . I' * . . . C,',, i. \ . .iiY, !i/.. .7 - _. .: <; : : ' ,. '(- - - 
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ly supported in active operations that mere world si-ide. This accomplish- 
ment is all t!le more commendable :-hen we consider the .tremendous expan- 
sion that took place in personnel and materiel, V'JC did hove numerous 
problems of material supply that had never been imagined or planned be- 
fore, and we handled many of them by improvisation. Cur real task now is 
to study that war experience and develop from it a plan for material 
supply that nil1 I suport the operating forces adequatclg and yet keep the 
demands on the country's economic strength at a minimum. 

'If I may digress a moment, I nould like to congratulate the faculty 
and student body of this collcge on the opportunity no?: Zf'i'ordeC; you to 
perform an important part - I should say a pre-eminent role'- in this 
m0s.t necessary work. Those of us on duty in operating assignments have 
far too little time to sit aside from the daily routine to appraise or 
.judge our work as a part of the who1 e and plan carefully and thoroughly 
for the futura. .You have that opportunity here for at le~et the ,pericd 
6f the college course. Nay I urge strongly that you not concentrate 
your interests entirely cn the problems of procurement and industrial 
mobilization. I know they are many and complex, but' proper organization 
and procedure sithin the mat&al distribution system is also an ribso- 
ilute es ser ltial and needs attention. 

BASIC' PXTORS 

Returning now to my subjoct, as 5 view it, a aatcrial distribution 
agstem, after the elimination of the exceptions I have made, comprises 
two principal elements. Those are: 

Firsti ii physical plant. I mean by this term the dopots and 
of&r storcke fecilities where the material in the 
system is received and wnre'honsed and from y!hich it is 
6elivered for use. Exhibit (3). 

, Second3 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 can he initiated to exantly mw:t require- 
ments. Exhibit (C). 

Perhaps I should add a third element - the stock of material itself, 
but I have chosen.somewhat arbitrarily to organize my talk this morning 
around these two elements alone. 

I believe I should next bring to your attention certain basic factors 
thct hove a major influence on the material distribution plans of the 
Navy. 

As the first of these I list the greit importance of highly special 
and technical equipment in modern naval operations. This fact makes i% 
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necessary that the ?Javy's supply system handle a tremendous variety of 
special technical m5teris1, not only as primary item of equipment but 
51s spare pcrts. The complexity of the material distribution operation 
and the wide renge of matcrinl to be handled is illustrated by the table 
that has been distributed to you, marked Exhibit A, Ilou xi11 find in 
that table that the Navy's material requirements are grouped in 18 nrinci- 
pal types totaling at present approximately Z.,L+OQ,OOO individual items. 
This table prc-sents the picture as of recent date, and we hope .that vvz 
may find it possible through certain inventory control opxntions that I 
r~.Sl. discuss later to e9fec-t a radical reduction in the number.of items 
n 08 s hoan. It is of interest to note that tl:lero is but one type of mnter- 
i:al of 75,000 items included on the table under the c?+ption ttGeneral 
E-Lores‘," ahich represents standard common items of general 'USC thr~dgllo~t 

ttie Navy within, the field. of responsibility of a?1 of the Nary's ni~ti.rial 
bureaus. Aside from this one t,ype, all of the cct~~~ories of mat:ri?l 
listed are special-and the nwnber of items listed :~re presumed to be pe- 
culiar. to the need and responsibility of tlqe rr,a$gi&L bureau with primary 
cognizance. 

as a second basic factor of primary importance in the development 
of a su3ply system, I I-!oald list consideration of tk~,e various.points of 
need t‘nat must be, served, In my introductory stztcment I said thct I 
wouJd rover the procedural and opwational 

.ials at the aoints of need instead of for - . a 
. . Ing was o<y oaslgn. I do not wisi-: to irqd.v that the " , IS not desjgned‘to sul~ply the needs of the op<\rating forces, b;lt:I wish 

to emphcsize that there is cr,othcr considerable requirement j>;hitih must'el- 
so be served. 'I%s NLV~ Xnintains :-ii-d oper::";es a large industriZ1 tstak- 
lishment for the manufncture, repair e.nh ovi;rhaxl of its natzriel, This 
industrial establishment com;;rises many units such as shipyards, repair 
bases, naval ordnance plants endair stations in the continental Unit&. 
states. We also iiwc simil2.r activities outfide~ the ,continentxA limits, 
and l::e may cwect that in time of w.r y(-: shnli lwve to ,esxblish,advanced 
bases to perform repair and overhaul as theneeds of the opcrnting thea- 
ters dictate, So in our system 'or 1n our plans for mar time xx? must -.- 
include the material requirements of those' aetirrities as. wll as the 
direct nzterial requirements of tne'op6reting forces. I should mention 
also the fact that me often find it necessary for one re,ason or another 
in time of mar, and to 5omo extent in. time of yw:ce, $0 sup-ply mC.:tzrial to 
civilian manufacture&s i.n order th&t ~"e may obtnln needed production from 
them. ,. * 

~ Another basic factor, the third for consideration in the design of 
the suaply system, is the size of stock to be maintninr-:d. I note from 
your schedule t.hat you have had a discussion ?L c the determination re- 
quircments at an earlier date. I shall not x~Ayze this factor in de- 
tail here, but mzrelp t?ish to point out: First, that there.:irc niier- 

ous factors to be evaluated in ~,,ny determin:;:tions as to the size of 
stock; and Second, that theproblem of distrib~~-tion and control ~;re 

r 
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further complier-ted ns the amount Of material to be maintrined ic the 
supply system is increased. It is comr;;or& considered that for ndlitary 
requirements s;e must maintain in e-Lock ready for is&e the quantity of 
mctzri?:.l thnt &ll ' suffice to cover our aOrking nec;ds, zt least during 
the length of'tlm& necessary for~procuroment of th0 items from commercial 
scurces. By procurement time xe rnszn the total length of time necesscry 
tc swure delivery at the point of need. Fu&,>ermorc, since cmergoncios 
COTTA without ?;arr,ing, it is 'hi&Q desir;;ble that l~:e h::ve z reserve of 
material that will meet rcmdbilizntion requirements. In sddition to this 
it is esscnti;ll that WC have, *ithin our pec?ce time supply sgstem, stocks 
Of matwinl sufficiently in excc:ss of these two needs to fill an axpcnded 
distribution system Or pipe line, In vi& of the fact thct the early dnys 
Of wu will probably require cn extension of the phy;;ic:tl. plant t~tioat&s 
of operation not served in time of pcxe, this naterixl readiness factor ', 
is of considcrablc importance, 

Currently, the question .of tha size of mzintcnnnce of stock is com- 
plicated by Our ownership of a considerable quantity Of special mzterinl 
that is peculiar to 82~7 needs left over from the whir. Th;: prcgsr decis- . 1on tx to the qutintities of'these items to be rctnined is not an easy one. 
In muking such a decision ~92 must wsluate costs of storage :w! prescrvn- 
tion czs ~gzinst prob;lble obsolescence factors, p ossible raaliz;ition value 
if 1 so d, 2nd 'the probable war time procuretwnt lead time. Another very 
importzat influence on zny decision on size of stock to be mnintcinod is, 
of cOGrse, the finrxcial on0. This phclse of the problem is so importsat, 
especiellg'sb at the present time, th;:.t I chose to conSi.der it srpar,-,tely 
as another basic factor gorrcrning the mOr,terial distribution plan. 

As n. fourth basic fcctor influencing the: structure of the N~vy's 
supply system, I list the Nwy I)epcrtment or~anizat?on itself. You have 
studied,.the orc;unizat,ioa of the fcp.xt+Tent Freviously and hclve learned 
.thet primary r!:::ponsibl.lity for the provision of.necassary materi5.ls is 
divided among ccch of the sevcrcl &WY Departmen% ?xre~us. I do ;ot think 
it neces,scrp here to list the cni.egorics and types of materials fzr ;-which e 
each bureau carries this primary responsibility, but it is nocesswy to 
point out that the responsibility of 8n indiv.ic?u.zX bwoau is derived from 
Article ,393(e) of Nwy Regulations i!/hich stetes es follolx: 

3 
"Each bureau shall determine upon and r(;ciuire for or hwe 
mcnufectured all mct,erial, E.ppnrstus, tools, stores, fuel, 
trnnsportction, office supplies, and appliances of every 
kind needed in cxrrying Out its duties ::s hereirxfter 
dofined. E:::ch bureau shflll be charged xith the pr&ervation 
of public norperty under its cognizance." 

Further&e Article 393(U) &signs the folloreing duty to erch bxwezu: 

t'Ecch burecu shell estimate for and defx2.y f'rom it23 O?Xrl flUIdS 
the cost nocessnry to carry out its duties '2.~ herein&%x do- 
fined I! " . 
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' It is significent to note in connection v:it,h our study that the pro- 
visions of the quoted regulations do not chcrge the individunl bureaus 
with responsibility for ti?e delivery at the point of need of the matcrinl 
over :&ich it hcs Frimery cogniznnce, 

Before the ~?;2r our mrterial requirements were not so extensive 2s to 
variety rnd qucntity, and the Nwy under those conditioris.had developed 
a supply system which Fould, with some exceptions, a;;sig%.tlre responsibfl- 
ity for storage and distribution of materin. to one burwu, the Burew of 
Supplies Andy Accounts, T'hi.8 Burea.in'this respect YES responsible for 
the supply function for all Navy~m~tkri2.1. It 'is import:ct to .note tha 
dlsti~ction imrslitid as to responsibilities for various phases of the cver- 

, :A1 operation bf procurement,'distribution ?,nd issire of mc~terial. Each ' 
bureai under the quoted re@atlohs exercised the-functions clessified as 
technic~.l, t&t is they determined requirements: both ~9 to quantity end 
spec5ficntion They pr ovid.ed funds to finnnce their procursmrnt cr they 
am-enged Car iheir m&ufact,urc, At this point c single burau stcppcd in 
and performed tne sup&y functions of pracurmcnt, distribution, storage 9 
2nd issue for all .&.terial requirements, the principal exceptions to this 
being sith respec% to medical supplies and equipment and amunition. 

UnLer the str63ss of 5:ar conditions and tl3.t: very coneidcrable czq2:xsion 
in mcterial prerl o~zalg coted , the individu.al bureaus ~evelopc;d n m:rch . 
Etronger feeling of complete rcsporisibility cover&g supply', as ne.11 c.s 
tcchnic~l ~ht;seo. As it result of the war ,.*- -..A the 1;3re-x,zr system undcraent 
conaiderebls Change and :~t tfla ond..of hostilities we did not hcve Z. sin& 
supply system but had many systems~'enc!i !xndling c special w-&gory of 
matKr3%1, e:xh systm coMroll& dire&Lp 2nd. Fincncod complot~ly by Yne 
mater&l burf2.u VJith tec.hr:icsl cognizantie. It caraot be aid,, of course, 
tha.t the metbodE and p>ocedures used did .r,ot ao~k, for' the xcz ia s ::ron . 
Neither can it be s?id that the methods .u.sed 
perticul:rrlp Y+-G~ 2pprala 

poss&ssed *no ::dv::.nt~ges, 
* -ed from the point of view of the technicnl bureau 

or the ,&;rotip or division y;ithin 'the bure;iu hc.ving cognizance of the special 
type of m2tcria1, However, ther-. i::cre many yps&~csses anti. disadv:.ntr.ges 
in the syster?.s ::nd in the types of opr;r:;-Lions developed. Curren-t think- 
ing in thu Gsry Depcrtmcnt so~mg to frvor the devslopmcnt ctain of 3 
supply oper-ting -procedure which integriltes material distribution into z 
sin& c;ys",om TCth thi opdrating responsibility lodged in the Burw.u of 
Supplies and kecounts, I 

5 have previouslg.mentioned the maS;ter of fincnc<ni, 2nd. I list it 
non PS the fifth basic Sactor influencing tl~e develdpfient of 2 supply 
system; .In this Fespect.the Rwy no77 uses tno fj.nanci,rig m&hods. 
involving the 'us6 of 2 revolving $:nd; 

One 
the other 2n investment of current 

app-?opriations in mz&ricl to be +:eld in store for future needs, . ,. 
Returning to Exhibii A, it will be noted thct the: first type of mater- 

ial listed j-22 described 2s s7Cencr~~J Stor~,s~~ and that in +,his cEtag,wy of 
material thwo we some 75,000 items, The mnteri&in'this category is 

(.'. ', . . . . ': :. -6- 
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financed by a sevol+ing fund known as the Naval Stock Fund. Some other 
types of material listed on Exhibit A, namely, fresh and dry provisions, 
specL:l clothing, ship's store items, fuel, and athletic and zrelfare 
materisl are also financed from this fund for initial proc&ment and 
maintenance in store y-bile awaiting issue, ,Clothi.ng' and small stores items 
are slAiLarl,y financed from 'a revolving fund know2 bs the Clothing and 
Small EtorPs Fund l ., ‘, 

Since the use of this financial method is, so fnr as I know, unique 
to the Navy and further because it has numerous operating advantages, I 
think it desirable to explain the opcrat.ion in some detail. Basi&Lly 
'these funds &nstitute an appropriation to Navy use of z sum of money, 
which money may be expended for.the procurement of stocky of matcri& 
"his material having been procured, its cost is c+ar~rd $0 the fund and 
the material is tzken un in the Naval Stock kcc@dnt for stores accounting 
purpos‘os. The material on irsue is cl;krged to the apprcpri6te one of the 
current operating .or construction a~3proprintions~ ava'il.:;tl~' to, the Wavy, and: 
at thit time, the time of'such use, the balance ,";vailable in the operating 
aprropriation is reduced and the fund is credited in like emount, The 
money then becomes availa-ble in the fund stain to finance "another purchase 
cQ mater&l for store. To the extent of availability of mone$r in the 
Naval Stock Fund, it uermits contracting for material to meet :future needs 
Tiithont regard to a&ila$il.ity of annual appropriations. It permits con- 
solidated purchase rind stocking of materials that ,zre common to the re- 
quirements of more than one bureau, Insofer 2s the individual buraeus are 
ooncerned, availability of material in this Naval Stock Ac'wunt- facilitstes' 
their budgetary and fiscal control since they, in their current annual 
appropriations, need only .yrovide money fpr mziter~.ai to 3ee-t: actual use 
rather than to finance stock y:hich may or may not be used during t,he per- 
.iod of av&ilabiii.tg of the aoproprirtion, From ~~72 E;c?ninistmti-m stcindh 
point there are certt2in difficult problems releted to such an operntion. 
It is most difficult to control procurerents of rle.terTal so that there will 
not be losses to the fund by obeoiesde_rcc or because 'of the purchase of 
quantities that are not drawn from stock, However, t:;e method is business- 
like in that it. requires an operating ststement and balance '.sheot t;,:pe cf 
accounting for m3terinl 7:hich foeuses attention on 2n.y loss&s.. Prevailing 
opinion in the Navy Department a$peurs at this time-to favor the expansion 
of the use'of this financing plr;n to other categories of material than 
those listed, The fwd at presert has;a monetary b5.:Lnce on the books cf 
the Treasury of approximately $35O,OQO,OOO, c.nd~ tti.:ere is an inventory of 
rrMt@al 'inth~ &:val Stock Account financed from the fund of n::.pro,iimclte- 
ly $1,3uo,oou,coo. About $300,000,000 of this has been dcclarec! sur&2s 
but'is : still retsined !in:the account pending disposal. 

:' 
Jill cf th:: other types o? m,r*terials listed in ?&Mbit A ore financed 

directly from rsn op,ernting appropriation of the bursau,having promary 
cognizance of tho material, For storr:s accounting purposes, this m:?.terial ,. 
is c::rried in 3hat the' Navy calls the Apprcprintion P ureh&ses Xci-aunt, . . .a 
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The money value at present is approximately $10,000,0009000, end this is ex- 
pected to increase as the Navy refines its stores Fticcount and inventory in 
the postwr period, 

This ccncludes my list of major factors and brings me to the next 
topic, namely, a discussion of the Tao nrincipal elements of the Navy 
material distribution plan. These txo elements 1 have previously listed 
as; first, the physical plant or f::cilities, and. second, <the inventory 
control systems. 

FHYSICAL PLANTS 

Exhibit B presents ‘in summary form r- ,pj.cture of !-+mt 1 have called 
tde physiccll .plant cf the ?aavy's supply system. It is descriptive of 
that plant 2s of current date, 
xe had at the end of the 

and. in general it represents the .fc?cilitics 
wcr althcq& ne have bcor! able to dispose of, 

as surplus to our n.~eds, a small number of storqe facilities. The g$ner- 
al clan under which these facilities have been developec? is indicated to a 
certain degree by the classifications that have been used on the first 
shad. 

First ~:e have as the central nucleus of the supply system, 'the inland 
supply depots in the continental United' States. These9 it will be noted, 
reprosent approximately 20 percent of the storage capacity, and in &encral 
their mission is that indic.ated by the fact that they constitute the nuclc- 
us or back bone. Next we have the coastal supply depots >yhich cont&in 
about 31 percent af the total stor‘::ge capacity. In general thz mission of 
these depots is to supply fleet snd off shore rcquiremonts although they - 

: also have the mission of supplying, othar ncirv<\l activities in the immediate 
vicinity. Yex-t come the off shore supply ciepots and supply centers which, 
at present, account for 8 percent of the total capacity, Their mission is t 
the t of Supply to the fleet units and naval cctiT7itics aithin the EreG. 

,. These three categories of supply depots and centers comprise almost 60 per- 
cent of the total storage capacity and arc under the direct cognizance of 

r the Sureclu of Supplies and Accounts and are the principal field facilities 
availablc,to that bureau for the discharge of its resnonsibilities with reL 
spect to I%Xy supply. 

. 

. 
In order to complete the'.picture the-Exhibit lists also the storage 

capacities of the shipyards, air sttions and other activities hilving in 
excess of 2,000 gross square feat of StOrc?ge, Since the shipyards are 
coasts1 activities, this shipyard storage capacity hGs certain fleet and 
dependent activities suoply responsibilities in addition to its primary 
mission, su+y for the shipyard. It will be noted that the shipy::rd 
capacity is npprcximately the sane 2s th& of the inlar.6 supply dopcts 
and that it is the largest cf-tcgory except for the ccnstal and inland de- 
pats. Under current naval orgenizztion shipyards are administratively 
under the Bureau of Ships, Howvcr, the storage opsraticn of those yards 
is. a technlcnl responsibility of the Bureau of Supplies and Accounts, an d 
4. . : .-- '. .I " > _. .. : 
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to's' corlsiderc;bie ::xtent tiiat bureau util.iz.es the shipyard storage capa- 
city for tither purposes then Blippzq?t of the $aY?s -&mselves,. 

i ': ; _ 
Thei distribution cf'mat.erir;l that: obtains currently iS far from satis- 

fn,&o,,ry f"or future oDeratians'particula~ly,~~ith respcctto the distribution 
ationg -ih@ in&nd an; coastal depots:. The: wason for this is that during 
thg Tar material of-&h had 66 be sent t? t2he point where 'storage capacity 
was avhilDble rather th.zn iri a.ccord:.nce 'i!.ith an o~~r~l;l carefully thought 
put plan of distribution designed to accomplish the maximum sconomy both 
from the stand$oint of investment in material 2nd cost of shipment to 
points of need. .Tho Bureau of Supplies and Accounts is currently making 
an oxtcnaive analysis of tiiis '?robiem rith ?- vieclr ,at, least of having a 

,plan for eventual distribution \Thich may be nccompiisbed if money is 
availa.bl~ for the'rather exrjensivo operation of rclistribution. 

The Exhibit licts in general terms the missions of the various activ- 
ities, but I do not believe thatI ned go further into this subject non. 
I do aish to point out that thoro is sn important element of the rsc#red 

', ,phyzicsl plant not listed in the exhibit. 

This elcwnt is the flcating facilities comprising stores ships and 
tendc~rs, stores issue bcrges, and the storage wpncitics of the combatant 
types of ships themselves. This slcment is most important and it V;W the 1 
d e-~t~lrqmcnt of :; high degree of efficiency in material distributicn to 
operating forces by th CEE: means that ;:ormi.ttod our fleets and aircraft to 
opera: e nith t,ho rnc~tzi.s ito. mobility c'uring the ;~r;s. 

: ,d&ing; the lztte~ months of' the var th?;t it 
Expe:*ience proved 

i;;:as much. more <:dvzntageous in 
many inst<nces'to move storas ships and stores i 83118 ships forcc,rd to new 
island bases as they wore cr;pture:d ra.!;hcr than to ,?t,tempt to establish 
matorinl supply facilities ashore. The development. of,supply at sea while 
imd e rY?ny 1;a s also brought to :.1. high degree of proficiency. It is to be 
hop&.'thct the typos of vossols and the. procedures, essontisl to this mobile 
support 1;5ll bd r~tdin~$ and further de~elop'ed in time: of peace. It is .'. 
feared, hcwkver, that stringent economy and reduction. of. funds grill result 
in severe curtailment or comrlote climinction of this t)Te of opcretion. 
iYe. shali ct lcast retrin .i: record aad pianS f,Qr, Oper2tiOn in this essential 
of a supply system* 

. , 

,’ Let us turn our ,att.e;?ti.on no3 to: ?he problems of inventory control. 
In the 2::~s l~!&-Oj-c-~ i;!rpl(j Bt?.: I.Ij- the !$~~3y largely contented itself 

vith. stocking supFlies as dis;t.inguG- IOhed from equipment or repair parts. 
EVC%l 2s r<,g.?.rds l_:rge cate&ories of msteria1s y;hich mi@t be classified 
as,sup::li~s, the hvy denended on the ,rady availability of materials in 
c ivilinn ~rzelhouses r::ther then mninta3Snin~ its own stockpilqs. The 
r:ange of items required by the Wavy CL.,S relntively sat;11 in comparison 
with tod~y's X&S. Nest of ikc items r;::quired by, the prowar Navy were 
contain& in t.ho E'cd<:ral Standard Stock C~tzlog. 
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35th the advent of the Eaticnal Emergency and the quickening of the 
constr~ztion prcigra~m, and subsequently, the %Iar, Navy requirements for 
supplies sll kinds sc hugely increased as to variety and quantity and 
SG multiplie6 as to points of required delivery that 'dependence cculd no 
longer be r;lact3 upon supplies maintained in the 'hands of the dealers. 
In order to insure prom@ and adequate supply, the IYavy had to stock the 
great b,Lllk of its multitudinous requirements. Further, with the rapidly 
expanding shore establishment and fleet, the quantities of equipment re- 
auired were so hu&e as to necessitate stocking of numerous items of equip- 
ment , Yith the increase in the numbers an.5 types of equipment required to 
~1uppcr-t the naval establishment, it was nacessjry to shift to a policy of 
stocking large quantities of repair p,:~rts fcr the thousands of different 
tygles of equipment in use by the Xavy. The introduction of repair ;JartS 

into the L*avy .Sup$.y System i.lrme nselg expanded the number of Items in the 
$ptem. Itemnise , it is esti!cated ,that repair Farts account for 75% of the . It ex3 In ti:e Kavy Supply Sgstem. 

?s a resuit of the intrc:jucticn of neri; equipments and their repair, 
parts into the ITavy Su;;~;ly System under the pressure cf Tar, t,here,' cf 
r:e&,essStg, . . deve.Lopea numerous syste,ms of distribution an3 control. Some 
in thk I'avy fuj.ly realized that this was net' :j,sirable, but it was riot 
until l'j;+L+ th2t it 7;iis possible to make a determined effort to correct 
the evils T;hici-i ha<; developed during this purl+ -of pressure. Since that 
time, the Navy htis c:ntinucusly &riven .to i?~cvelo~? adequate systems of 
control. frogre;s h~is been rr;ade and +-ins fi7r an effective system of con- 
trol are no\v n .rtially ccm~;lete. These plans, .;::+A of them alrc,.,dy approved 
and ~romuigated, Iz yxrGVi~3E! fcir diviciifig the IGzVy S :nSterial intO seventeen 

catek:oriss, WC:? category to be ccctrcj..l.ed byy a I;uk>pi:; 3emand Control point. 
(Exhibit (A). Plans ar?, at thz ;i,olrLent, under study uxch will provide Tcr 
the ;;reat%t p0sSible intcgraticn ci' theje systems into a ,ztandard and ljni- 
fisd system. 

This is the historica' bsckgound,of tne K-;vy's present day Invsntcry 
Cor;tJrcl r'rcblem. its final sclution ~rri.11 require continuous study and 
z~$.f~entation. 

FZcre sit wial can b; controll.td, it must be identified, classified, 
ass;:gea a standard n,~ame, assigned a .standard stock nutzbber - all of vjhich 
information must be prcmulgated by means of a catalog tc the icxest user's 
ie+el fcr any gLven type of material. 

'In a co.dntry of free enter;irise and intense 
the burden of 

comi:etition sudh as ours, 
cataloging falls of necessity urlon the user. i- 

sales and tc ga:.n ccr 
To assure parts 

at siri ir,for;7;a+uc on needed by themselves, Cffzrence manu- 
factl;rc-rs assi,gn different i*;-' 3 uCrn2Lfying numbers to the same components of ' 
a similar or identicai product. Ben within the same company, parts which 
make u'c, a new modei. of the equipment which that company ybcduses fill be 
given 3. r.ct+ seri6.s cf it,+entifvLr;g v 

y5.g of the 
_ n'umbers despite t&e fact that in many 

cases, parts used are tht! name as were used in the earlier 

-1o- 
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.modol, This situation, ,of 'course,'presents"a difficult problem in identi- 
fication, insofar as control 'of Na.Gy.stock$ is .concerned. . The Navy, there- 
fore, for good Inventory Control, must not rsnly identify any given item, 
but must also ascertain ho& many identical items are used in other appli- 
cations, 

This problem is 'being solved by a technique of cataloging which w 
call top-dorm analysis. By this system of top-down analysis, simikr 
types.of ms$erial are broken dam-into all of. their basic components. 
By means ofcstandard description patterns similar types of items in, one 
group are compared mith those of other groups to determine which items are 
identical and lyhich are intcrchozgeable. That this system is.effective is 
attested to by the fact that (1) 225,500 different stock and're$qrence . numbers assigned to nnti-friction bearings tpere reduced to 4,200. These 

.examples, of rhich there are many, are indeed astounding. They are sig- 
nificant to the extentthat they show .us how non-standardized Ameriaan 
industry is, and how expensive it is to stock identical items under differ- 
ent stocknumbers, thereby necessitating more purchase orders, more shipping 
orders, more stock cards, more total stock and more waxhouse space. Ezch 
of these operations, of course, calls for the employment of personnel who 
are needed elserrhcre. %rst of all, f$ actually meant that during the war, 
machines on the fighting Front acre d'emobilized for lack of parts IThich 
were actu$lly.in stock but were no-b recognized as the part being requisi- 

' tidned, since it was carried under a different manufacturer's number. 
b. ,,_!. 

It can truthfully be said that cataloging is the very crux of Stock 
Control. Control can never be,attained until everyone speaks the same 
language.rnd understands each other, After attaining a common language, 
it is ,th& possible to attain Navy-wide control -.real Inventory Control, 
where stocks can be regulated to meet actual requirements, ??here dupli- 
cate items ail1 not be stocked in different bins beczuse.they.have been 
assigned different numbers, This is the objective, and real progress has Y' 
been' made tow%.rd its e;tt;iinment. : 

Control is effected throu& what'. we 1~11 a Supply Demand Control 
Point. Exhibit (A). The basic objective of'e Supply.Demand Control Point 
is to ~?SSUT'O'G proper balance b'etween~ the. supply,of,.and the demand for 
the individual items which it controls, By simmsrizing periodic Stock 
Status Reports received from directly supplied activities, the Supply Ce- 
nnnd Control Point can, after making adjustments for future Navy Plans, 
corrc,ctlg direct procurement, redistribution; or disposal. 

. 
.The Nmy plans to control~meterial throlJkh seventeen.of .t&se Supply 

Deinmd Control Points, The number'is datermined:by ctitegories of material 
such a~ electronics, general stores, aviation spires, ships repair parts, 
etc.' The actual adjustment of Supply to Lemand is accomplished by v!hat 
"1~7 term a Supply Demand Review. ', 

* .. 
These Reviews normally are mde on ;1 three months basis; holmver, 

0.11 - 



the interval betilleen successive scheduled Supply Demand Reviews is longer 
'%' fo'r 'th6 Ltypes:.of .material which are not repetitive in issue but are held 

prLiarilif for insurance ,purpos,e.s. The-components of the information 
required to make a Supplv..Demand Review:are obtained from two sources -, 

.. from the StockStatus R&p&, which'is r&n&red quarterly by the actual 
stocking activities to the Supply Demand:Control Point, and by the ' 
operating plans furnished the Supply Demand Control Point by the Mavy' 
Department.. . 

* 

I The operating,.$ans "-Urnished bv the Navy Dep.artment provide operating 
and planning info.r?+tio,n, such as how ,many aircraft and how man-T: shi'ps 
wii1'b.e operated, how many additional ships will bobuiilt, how many r&l* 
btts'es will be established, etc. ?ith all of this *information available, 
the Cbntrol Point is able to accurately compute Supply and estimiate ,. 
.De$and. , ', 

'. . *. 1.. 
: ':~his'Ysystemof Con&r01 permits maintaining a'minimum physical inventory 

at stocking-activities. It prevents duplication, provides,- int&change- 
ability, abolishes a country store type of business, and,sa,v+s the Govern- 
ment millions of dollars in peac,etime, and billions of. dollars,& wartime. 
As an example of such savings, the Aviation Supply Office-(a Supp1.v Demand 
Control Point) made.its'prelirniqayy ,efforts in cataloging.in 131;4,, AS’ a 
result of Lhis initi,ai effort inr"cataloging, tihich perf0rc.e provided 
interchangeability, action was taken which resulted in a direct saving of 

,m0re than $275 ,ooo,occ as fbllows :' (Ei') Terminated $175,'GGO,GGO from 
open engine parts contracts, (b) Ii- educed initial spare parts procurzment 
from an-autnorized ~3GO,GGG,GGG to $2GG,CGG,GGC,or a reduction of 
~100,OG0,000, (c) Recom.nended disposition by sale of 10,000 obsolete parts 
and 5,OGO surplus parts, ,(,d).,PstabZished a cannibalization program which 
stopped procurement of large dolla? value part&';'(e), Corrected mal- . 
distribution. Nhile the number of coz~bet'engines increased to meet the 
increased plane production from rJ.ul-r 1943 to j.anuary 1945 by approximately 
5$$, the.niFber of rec;uests for items, dscreased by approximately88;$.. .., . : '., 

iin estimate of savings for a new Suppi;, Demand Contr-ol Faint, activated 
ll3ithi.n the'last eight,months, shows that a net savings of over $38,000,000 
will, be. realized in the next five; years.' %o date only one-s,eventh of the 
first Stock Status ,&port has 'beenreceived by the 'SuppIiy De&x&Control 
Point from the .~tq~~.~ng.~act~~vi~i~..and a s&vings of $339,5X has already 
a‘dcrued. ', 1 . ". ,' : . .I " -. ;,::.r;; \ . .,. : .", ..; :,. ./ I, 

.: .,i ",, 
There is no Wiy tQ dete&&& precisely:'& savings on such things.' as 

the reduction of anti-frii;t'io~.bda~i~~~$ &om 225,500 to 8,500 as previously 
stated,. It $s, :nowewer,,..kno;~~~~that the .seving will be very substantial as 

c a lesser number of -'bins,(a.raduced amount of storagg spa@2,.reduced stock 
'records, reduced typing invoices and shipment pepers, eta., result. 

‘.. . 
The %v>~ l&?.rned much about Inventory Control during‘the war, Tech- 

niques of cataloging, which permit the’ne.xim~m knowledge of interchange- 
r ability and sssndasdia4tion, have been developed' Use of descriptian 
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patterns for initial cisssificatioti nnd reducticn of the number of items 
needed is in 2 high state of perfection. Standards of performance to 
determine w.ha.t a Supply de~~nr,:d Control Point can and cannot do efficient& 
and 3i a s.avl,':;gs are under continuous developmtnt and review. With these 
and other tools too nuzxyous to mention at't?iis time; the Xavy intends 
to complete its program and to ,maintnin a T"aterials Control Sgstwn that 

t r will be fulls ef?ective and permit immediate expansion in time of nations1 
emergency. - _. 

. 

T ..~,,” .-,, L-,^^“.c.l”l .-_.,._ ~ -.- .--.. /_/__ --.-.I. //_,.” __- ” __.-.; .-__. .-- .~---_I_-..--..- ~~ 
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Type ef iWteria1 on Exhibit A-1,25C,OOG Itens 

Exhibit “Cl’ is an attempt tr) chart for you the various elements of an 
inventory ccntrcl system using the present p+n’ cf the ships parts, (hull 
machinery and internal zcmksticn kgine Spares) ao*ol as an example 
typical of the seventeen systems planned or in being, Xxplain chart, 

A nest iqmrta.nt phase of the control cperation is that nf elimination 
of duplication cf items in the ,varinus -systems. Acccmpli&ments in this 
fiild are the responsibility of the Navy ,Inventcry Control Office in the 
Office cf the Assistant Secretary. The accc.nplishnents th date are not 
large !fihen related to the possibilities, This is due tc the fact that the 
first essential of contrcl - proper c2 taloging is not complete. 

I h::xre II-I f- ct. ‘lu: ecretctcd tY:.c, surf’?ce c,f my mst important sub- 
ject. The mrk entailed in tile development of a proper system with ade- 
quate facilities and systems of control is dull and prosaic a& impcssi%le 
to glamorize. We are cognizant of its importance and hcpeful that we may 
be a‘yle to develop our supply system so that it will 5e ready if ‘&Tar slr,~uld 
ccme our way agaiu. 

(5 Rv. 1945 -- 35O)L. 
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,'AVY DISTRIBUTION. 
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Approximate CONTROL OFFICE * ' 
I?'umber 

/, " 
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45G,OOO Aviation Supply Office Phjlzdeiphia, Pa, WAer -BuSandit L 

:S 130 5 a0 Advmce B&e Depot', &-p-p-J-- LA v,eiLg Cali.frlrni.ti BuDocks '. 
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Exhibit rlBll Page1 

is. S. l!?AVY COVir‘;RED 2'TC!l?AGE SPACE i4T SE'ORT --I_ ---.%----LrU 
ACTIVITIES :iAVIBG 200,000 GHOSS So.. FT. OR ZORX S'i'OKAGE ---A 

Inland Supply lkpots, Continental U.S. 

Coastal Supply Depots, Continent::1 U.S. 

24L,036,000 

38,85/,,000 

-Naval Supply Centers and 93.~ots, Outside Continental U.S. 10,577,000 

lhval Sh?pynrds, Contir,entr;l ii'.@. 2& 1.18) 000 

I\'aval Air Station, ContinentzJ U.S. 10,7?.6,000 
! ’ 

Cther Large kctivitios, Cmtinental U.S. 12 p g>h, 000 

I Other Large Activities, 9utsids Con~,inental U.S. ,. 
g 

5,~~OOO -- 

TCT.4L COII'ERm STOP&GE B?: LARGE NAVAI, %C!FT?:ITI~:S 125,G@,GGG sq, f-t;, 

i RZSTRTCTED 
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EXHIEIT P'Cft ' 
COMTRBL ORGAiuZATIOx of? SIiIPs Pm?3 

(less submarines) I 
Page 1 

--------'---c----- sllfp~~A~T~~*~T~~L-~~~E~9-------------------"""----'--- 

NAVAL SUPPLY DEPOT, E~NXA?~ICSB', PA. 
"s~p;l~ --- - L - - - - -S~i~sPar~s- - - - - - - -*- - - - - - - - - -s~i..s-p~rTs- - -- - - - ^; - - - -- - - - ---- 

Shqs Parts 
Distribution Distribution 

Ships Parts 

Centar, - 
‘iiranch, 

Canter, Kaval Sqplg 
Branch, 

K3D; Cl:?arfield Adak, Alaska \ 
Naval Supply 

Utah 
Center, 

Pearl Harbor, T.H. 
Cwtzr, 

Guam, f4.1. _. 
-s-&;y;r;,- - - - _ - - -$&pi;i;y;r~ - - - - -J&.&-~;&; - - - - - - -'- 7-.- - - - T - -r~~Tr-l-R--i~ - - -' - - - - - 

Brernerton, 'Tash. 
Faval SnlpTlfd 

Activjtjes in Alaska- 
.- --- 

b 
Pearl iiarSor Baw 

------..-"*-------I-- Aleutian 9rea - - - a - - - - - - --. ,A, - *. 

B 

----...------_.--- Guai' ----'-----------L 

1 Shipyard, z{cfal El& ip;rti ra, - 
p York Mare Island, Calif, 

Tenders and Repair 
,; 

Pacific Flxzt 
Shi.ps, 

Haval Rqair J, 
Scrvico D'ivisions 

-. 

/ 
Ba SE 

Ala sl2n Area ..< in Eastern P&I.fic Saipal: .‘, 

- - "A u - - .I - - - - - - - -- -- -- .> 
Elaval Shipyard, 

- - - -- - ..- - - - - - - I - 

San Fran:: i.32 0 
~;r,v(~l f&&g- - - - - -- ? 

', -Base, :i 

, @anacani, P.I. ". 
d--.1----.*-------- ‘b 

'>&.Tral. Sh ipy.y--d ------------.-- ---m-----e - - - P - - .- 

Tw;r,inal Isiand 
Industrial Dept., 

i . 

Maw.1 Station, . 
Subic, P,I, 

:h:p;a%; i 
-----------w--w-- 

Fleston 

Indu,strial Dept, 

Nava3. Station 

- - - - - - - - - - - - - - - - - - - - - - - - - y;-Fi; g;;e; - - - - - ‘2:. 

! 
? 

San Dj.c:go 
SarviCe Division 

in 7estorn 
. .,.* Yacific 

./ 

i" 

!-Rqxir Bese 
1 Orleans 

!rs and .Eap?ir 
Shri.Q*? 

Iantic Fleet 

Neal Land inng Fprce 
Equipment Depot, - 

San Diego 

RESTRICTED " 


