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THE NAVY SUPPLY SYSTEM

It 1s my purpose this morning to assist you in your
studies on the current problem, and later problems in the course,
by supplementing Admiral Johnson's lecture of yesterday with a
description of the Navy's supply system.

You have probably concluded from my subject that T
will try to explain a wider scope of Navy organization and routine
than 1s the subject of your study in the current problem. In such
a conclusion you are correcte. Some explanstion of the recsons for
this may be helpful.

One reason for the selection of the wider scope 1s
deraived from the close relationship that should prevail between
the phases of material supply we here inclide under the word
procurement and the other phases that complete the cycle of supply.
We usually hear Navy purchese procedure characterized as centralized
and 1f we are careful in the understanding conveyed by that term,
reslizing that 1t does not mean rigid assignment of all purchasing
to a single office loceted in Tashingbon the characterization is
gorrect. Rather than thet the purchase centrclization the Nevy
achieves in practice 1s that of assignment of that function, with
some exception, to a specielist corps of staff offvicers.

The danger thet lies ahead of a mere explenation of Navy
purchase procedure or even those steps of materaal supply included
in the War Department under the heading of procurement seems to
me to be that with only that understanding you will not comprehend
why the system used i1s advenlageous to the Mavy. Centralization
of purchase when considered on 1ts merits alonc has miny disw
advantages as well as advontages. But when viewed es an intcgrel
part of a complete supply system designed as & whole to fat the
peculiarities of the Navy'!'s operating conditions i1ts suit.bilaty
as a part ond only a part of the whole becomes another m~tter,
Hence I wall ampose on your good will and take up much of your
valuable time this morning ain going farther aficld than might ot
first thought sccem necessery,

The Navy has no usc for the word "procurement" which is
comparable to the specialized meening given that word by the Wr
Departments Vhen in the rest of this discussion I use the word,
without special qualification, I wall mecan "coming into possession
of by some effort or mecans." When I use the word "purchease" I mean
the stoandardized procedure of governrment purchnse thet includ.s
ihe steps of edvertising, bidding, awoerding and contracting.



You will readily appreciete the feet thot therc is
included in the Nevy's material requiroments o vory large assort-
ment of i1tems that in many ¢ ses very consider .bly as to csscntiel
characteristics, and that the system or routine developed to
h.ndle this moteriul 1s burdencd with mony dotazls and specicl
cxccptions appropri te to special governing circumstonccs. Therc
15 hardly anything I might say in describing tre Navy supply
system that 1s not subject to some special exception. Our purposc
will be scrved 3T I limit myself to n otbempt to deseribe the
general routine usuclly followed, making this admission of the
faet of many specicl cxccptions now, in order to ovoid uscless
°nd lircsomc detail lcter,.

Nothing that T will say appliecs to the supply or pro-
curcment of matcorial for the lfarine Corpse. Since, 1n mony cases,
1t 1s nccesscry that larine Corps organizations operate os in-
dependent, sclf=contained and self=sufficicnt units, 1t has been
considercd desirable tnnt they administer the work of meterial
supply indepondenilye

As wo are interested in material supply the specacl
routine applicable to controeting for public works involving both
labor and material in their construction, for lands, buildings
end vesscls, and for the building of ships, and to the chcorteraing
of vesscls nnd leasing of lomd will not be treated.

You we of course farilicr with the orgrnization of the
Newvy, the cssignment of functions to 1ts principual agencics and
with the rel tionshaps betireen the verious divisions of the Neval
Establishment in the porformance of assigned dubies. On this es
a basis I heve orgenized whot I hove to present, in the followang
sequenco

First A discussion of besic factors governing
the supply routinc.

Sceond A descraption of the m nner in which res-
ponsibilaty in the supply roubinc is assignoed

Thaird .+ descraption of the opcr-iion of supply.

Fourth ReSUMe
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Turning now to my genornl outline, T will take up farst
thet division I hove chosen to ¢1ll basaic factors governing the
supply routine.

Operating Conditions Opercting conditions comstitute
the first and wost signific-nt of these factors,

The import~nt uscors of material in the Navy are the
vessols of the fleet or fleets and the flect~overhevl end rewnar
facilities., I lisl thesc as the importent uscers not only boceousc
of the quantity nd variety of material consumed, but clso becousc
of the exiomatic fact (unfortunatcly not always rocognized) thot
the fleect constitutes the sole reeson for the cxistence of any prrt
of the N-val Est blishment. The probebilitics of cmployment of
units of the fleol require thet they be e paole of operating in .y
p~rt of the occan frequently quite remote from sourccs of material
supply and often Tor extended periods of timce Now, any modern war
vessel, vhotever ats specanl classificetion, s ~ very complex m.chine
25 eny of you who have inspccted onc of them can readily testafy.
There arases from this complexity o very mnde varicty of materainl re-
quiremcents s to itcm. Yol 1l 1s not procticeble wathout too great
scerifice of other cssentinls to provide within the hull of eny
vessel muen room for the storage of n teraals, TEfficicnt storage
use of the limited spcec availeble on bocrd ships 1s mandatory.

The Ilovy has considered then th § these operating fectors,
nmely

(a) The wide varicty of mrterials rcquisite to officient
opoerotion and the amport-nce of their rocdy ¢vailabilaly,
and

(v) The proctical limilction of stor:ge spree and the
importance of capabality of self mecinton-nece over long
pcriods

mokc desiroble the assignment of responsibility for ship supply to
a speecialaized corps of officers. The function of supply on bo.rd
ship, th t 1s stock upkcep, storope ~nd issuc 1s centralized an o
departient known ¢s the ship's supply deporriment officered, cxcept
on sm~1ll vcsscls by staff officor spcei~lists.

Then vessels pul inlo port, quick rcplenishrent of the

needed m teraials, ofton s much os a four- to six-months' supply, is
nocesscry in order thot they m 'y be quickly on their woy ~grine. Thas
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requircement con only be mebt by having evailoble at strategically
loented points supply bascs or depots that meintain at o11 times
a complcto stock of the materials that may be required,

The shorc part of Nevy supply, then, 1s organized to
consisb of o number of sbroategicelly located supply bascs or dopots
where complete, or ncorly comploete, reservoirs of all material ro-
quircments we constantly maintainced. Beoanomy being an import.nt
factor in peoce time, and prob~ble fleet movement being predict-
2blc in peace time for - number of montns in advance, ihis ideal
of shore~b sc distribubtion of o rescrvoir of supplies i1s only op-
proxinated. Nevertheless 1t 2s the goverming fretor of the supply
orgarization end we have, as principal supply points of the Navy,
the Nevy Yard Supply Departments al Boston, New York, Philadelphaa,
Scattle, San Francisco, Homolulu, end Cavite, the Navy Supply
Depots at Hompton Roads end San Dicgo, and for aircraft material
the Noval Aareraft Foctory at Philedelphza ~nd the N-val Aar
Stetions et Hampton Roads ~nd San Diego.

The othcr users of material, mnamely, i1adustrinl shore
cstoblaishments for other thrn ship-overhavl 2nd rep.ir, and mis-
cellrneous shore activitices such ag training stations, radio
stetions, experiment stetions, etecs., £11 beaing of lesser Nevy opora-
ting importance than the fleet end i1ts ropair or overhaul fecalities,
their requircments ore given but little weight in the design of the
supply system. They must so conduct theoir work as to conform to the
mechanism est-blashed to sorve the fleet in the motter of supply,
overhaul, and ropair.

At each Navy activity coxccpt the small ships and shore
units, the custody and issue of all material an store cwaiting issue
for use 15 in general the function of the Burcau of Supplies and
Aecounts and 1ts ficld repreoseutatives The officer personncl
charged with this work compriscs the Supply Corps, o group of sbeff
specizlists who perform duties uader cognirance of the Burcau of
Supplics and Accounts for practically their entirc period of service
in the Wavy,

Revolving Fund Another important basic factor governing
the Nav; mcthods of supply is the development and use in ats supply
system of a revolvang-fund method of fainancings. I mean by this

he usc of what 1s colled the Naval Supply Account Fund end 1ts
corollary the Naval Supply Account to finance the purchase or m. nu=
faclure and the holding in stock of matorial awaiting issuc for usc.

Y.
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The Naval Supply s.ccount Fund comprascs funds in tho

Treasury of the United Stibtes which have been specifically sct
aside by oct of Congrcoss to fincncc the purchase of supplics
and materials for gencral issuve os o charge to ny Navy appro-

v priotion. Thon nmaterial s issucd for use, the proper appro=
priation 1s charged with the cost of the meterial and the Naval
Supply [fccount Fund credited = the monecy then being cvailable
for the purchasc of more nateraecl wnthout any resirictions
except that matcrial purchnsed must bo aa 1tem or i1terms thet
the Navy 1s authorized to 1ssue as a charge to a Nev-1l appro=-
priation. This fund, then, i1s virtu-lly a rcvolvaing, working
capital fund.

As o subsidiary to this fund there is the Tav 1 Supply

Jecount, a property account on the books of the Nevy in which

property ~ccountobility 1s -waintained for ~11 matcri~ls for which

p-yment hns been mode from the Naval Supply ccount Fuad. lote

carefully the dafference between the Novel Supply fccount Fund -

moncy on tne books of the Treasury -~ ~nd the Teval Supply . ccount

the proporty account wherein is cecrricd ~1l material financed by
- the fund until 1ssucd for usc.

Under the proceduvre of cenmtralized storage the "leval
Supply .ccount Tund acturlly is the inventory of ~11 cosrron neterials
and supplics hcld by the Favy for gonoral issuc, whother in store
afloat or in storc ashore. On June 30, 1934 the stock on h-nd
in this account totaled approxirotely $45,800,000, and the cash
brlance in the Naval Supply ..ccount Fund wns epproximate ly $28,400,000 -
the total of these two being $74,200,000,




Transactions in this account during the fiscal yecar
1033-1234 arc swmarized as follows

Thousands of dollars

Volue of fund July 1,1933 83,218
Leoss - Decreases 1in fund fiscal year 1934w

By sale 644

By survey and pricc ndjustnont 1,860

By inventory 30,

Deficicneies cherged to fund during ye r s 13

Trensforred to Incrcose of the Navy 8,000

1ot chorges GAO settlements 14

10,561

Increoses in fund during fiscal year 1934

Transportation cosbs overabsorbed 62

Goins, discounts, liquidated damages 167

liscelloneous 59

ppropriations 2 290
llet decrerse 10,271
V. lue of Fund 6/30/34 T2, 947
. ccounts Pryable 953
Conlaingent Laebilaty 260

Tot~1 74,160

The Burcou of Supplies and ..ccounts administers the Weval
Supply fccount Fund and the Navel Supply fccount, and is particu-
larly cereful to sce that lhe storcs account i1s kept liguad, that
18, not loaded up with dead or slow-moving stocke. The usc of thas
rcvolving-fund routine roleases currcent annual approprictions fron
ch rges until metoraal is acbually uscd, fanonccs ¢ kind of war
reserve, Frcilaitates consolidated procurcrient of matorial, and
enhences the nobility of the fleet through the mointenance of stocks
for currcnt ncods and amrodicte issve ot strotegically loccted shore
depotse

The history of this Fund and fccount oraginctes with the
¢t of Mrch 3, 1893 which sct aside $200,000 ~s ~ fund for the
cxpress purposc of pernitting procurerncnt of ordincry supplics ro-
guircd for the soveral bwm esus of the Navy, in such quantities ¢s
to permat economical purchase without regrrd to the limit of annunl
cppropraintions, and to provide a stock avoilable for prorpt issue
to ony burcau requiring i1t. Since thoen throughout many changes in
size and usc the central 1dea has romeincd the sane.

-G
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It should not be assumed, however, that all purchases of
Navy material are cleared through the Naval Supply Account Fund.
You will note that I stated that ligurdaty of the Waval Supply
Account 1s aimportant. Because of this and also because the fund
1s limited in size, special material of high value or in danger of
' quick obsolescence 1s usually purchesed as a direct charge to an
appropriation, Technical ordnance, aviation, and submorine materials
are ordinarily purchased and paid for directly under the appropriation
concerned,

The relotive use of the Naval Supply Account Fund to
finance purchases and thnt of purchase directly under an appropriation
15 1ndicated by the follovwing table which summerizes for the fisc.l
year 1933-34 the tikansactions in the NMaval Supply Account, through
which all purchases of moteriel financed by the Fund are cleared,
and the Appropriction Purchases Account, through which all neteraals
(specifically material that will be held in store ewaiting 1ssue -
this does mnot include purchases of ships) purchased as a direct
chorge to the appropriation are cleured,

N‘S‘ . l\.\.n')u-l .

illions of doliars

S3tock on hand July 1, 1933 4844 4857
Receipts Julv 1, 1933 to June 30, 1934~
From purchase 49,5 18,8
Trorm monufacture 1346 13,7
T scellaneous sources 1.7 64,8 51.7 84,2
= 115,2 56949
Expended July 1, 1933 to June 30, 1934~ = ——
For use and to manufactvre 2740 18,2
For ships 3448 48,4
To A«Pilis 247 ——
iliscellaneous 346 686l 1340 7966
Balance on hend June 30, 1934 - 45,1 T 490,53
1132

069,49

It wall be noted thab although the inventory of slock on
hand 1n the uppropriation Purchascs _.ccount i1s mony taimes Jarger than
the anventory of mncterial in the Neval Supply ..ccount, the activity
1n the lattor account i1s approximately the samc ~ hence the rete of
turnover in the Naval Supply ..ccount i1s much faster than in the fppro-
priction Purchases . ccounte. This 1s ~ccounted for by the fret th t the
. ppropriation Purchascs !ccounl inventory includes rany i1tcnis of hagh
volve, such os ordnfnce 1mterial, in store ond aincludeos olso the
v~lue of reserve supplics of ordnence material including ~rmunition.



For thosc of you who have e further intercst in the
study of the Naval Supply Account Fund ncthod of financing
purche s¢ and manufacturc of mnberials for stock I rccommend o
study of pagos 20 to 24, inclusive, of the Report of the Paymaster
General of the Navy for the fiscal year 1919 and of the provisions
of the .ct of March 1, 1921,

The following data analyzing in part the value of
meterial in store in L.Pess by classes may be of interest in passing

Storcs M1llrons of dollars
Class
1. Guns 119,3
2 Srall .xrms 5,3
3« Mines, torpedoes, bombs, ebc. 7543
4. smmunition 16242
16, Radio & Sound [pparatus 2e4
20, Submarinc materiels el
49. ,ircrnft, ocronautic apparatus and parts 3240

Value of materaal ain storc afloat

NS
APA
CSs
Jaruani bion 2

4 millions
l 1
3
4

11

7
6o
1.
9. 1

Value of cquapment in usc - 6/5Q/54

Ordnance $130,743,000
“cronautical 33,400,000

The MS.F 1s not the only fund of this type used by the
Navy. Purchase and storage of items of clothing s financed by a
sinilar fund called the Clothing and Small Stores Fund. On Junec 30,
1934 the Navy held in storageo undor this fund itoms of clothing
nd clothing material valued at $7,600,000, the cash balence was
$7,980,000, and the 1ssues mode during the year amounted to
$2,041,000, The stock of matorial on hand then would at the out-
brecak of an emergency provide a six months!supply for a Navy
personncl of approaimately 135,000 plus oraiginal outfits for
60,000 rocruits. In addition orders could be placcd 1madactely
for an equal amount without weiting for an appropriation.

-8
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Consolidction of rcquircrents The third end last
basic factor influcncing the supply system 3s that of comsolidation
of requirerments for purchase., You will ¢pnrcciate that the vorious
burcaus have nced of a1dentical i1tems of material in the perforrince
of functions assigned. Contralization of storage of material,
togotlier wilh the use of the fund method of financing material in
storc consolidates tho rescervoir of materials mointained to ncet
thesc neceds. The advantege of buying on a large quantity basis
makes desirable the eonsoladalion for purchnsc s onc quantity
the entire Wavy's nccds for all itens insof-r as thas 1s practicable.
This the Navy cccomplishes by means of 1ts stock replenishnont
routine. The methods used will be expl-incd in somc detail during
ry descripbion of The operation of supply.

The usc of the revolving fund rethod of financing the
purchecse and storage of mater.al 1s o8 imporbant to the e lventageous
consolidation of reguircrents for purchose as 1s the centrelization
of storage and purchasc. The revolving fund, centralized purchese,
consolidatced purchese, ond contralizcd storege 2ll arc interdepondent,
the full valuc of cach not being obtainable in the abscrce of the
others as a part of o supply system.

This conciudes my discussion of vhat I heve chosen to
designate as basic factors influencing Novy Supply routinc.

Assignment of Responsibility

Let me daircot your attention now to the noxt topic in ny
general outlinc, that 1s, the assignmont of responsibility for verious
steps 1n material supply. To assist you an this discussion I have
prepared a synopsis of thal assignment. This is appended as Coort ",

Requirements~Spccifications Yov will note that the first
step 1s the quality of definition of requirencnts by speeific tion.
You have studicd the assignment of functions to the eight bureaus of
the davy Department, and you have hed 1% descrabed in fdmral
Johnson's leccturec.

Let me recall to you, in conncetion with this step in the
material supply chain, tho following provisions of nrticle 393 (8),
Navy Regulotions

"Each buresu shall doterriane upon and requirc

for or have nounufactured ¢11 nateraal, apparctus,

tools, stores, fucl, transportation, officc supplics,

and applionces of cvery kind nccded in carrying out

1ts duties, as hereinaftor defined,"

-9
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In other words, each burcau decterminos upon the charactcristics
ol the reterial that will be required 1n the carrying oubt of its
duties as they arc dofained by .rlicles of the Navy Regulations
subscquent to the one quotcd abovo.

Thais mattor of rosponsibility for spocificoation of ncterials
reguired 1s also influcnced by the wording of appropriations
whaich Congress makes cach year to defray the cost of performance
of the particular duties ~nd Tunctions for which the burcecus arc
responsible For cxuple, the following guobtetion fror the appro-
prattion mide for the Bureau of Engincerang for the fiscal ycar
onded June 30, 1935 establishes or defines kinds of meteriel
which may be charged agoinst the appropriation for thet burcau.

For rcpairs, proservation and rcnewal of
machinery, auxiliary machincry, and boilcrs of
naval vesscls, ywrd craft, «nd ship's boats, dis-
tilling and refrigerating apperatus, ropairs,
presorvation, end renewals of clecetric interior
and exteriocr signel comrmnications and 2ll clee-
tricnl ~ppliances of whatsocever naturc on boord
naval vesscls, eoxcept range finders, battle order
and range transmitters and indicotors, and motors
aud their convrolling apparatus uscd to operote
machinery belonging to other burcaus, scarchlights
and fire-control cquaipments for anti-aireraft
defeunsce ot shorc stations, rrintennee and operos=
tion of coast signal services; equipage, supplies,
and nateriels under the cognizance of the burcau re-
quared for the me intenance and opcretion of naval
vessels, yard craft, and shaipst? boets, purchaseo,
installation, ropair, and presorvotion of machinory,
tools, and appli-nces in navy yards and stetions,
accident prevention, pay of classificd ficld forcc
under the burcou, incidontal expenscs for naval
vesscls, nuyy yrds, and stobions, inspcctor!s
offices, the cngincering experirient station, such
as photographing, tochniecal books ond periodicals,
stalionery and instruments, services, instruments,
r~chines and svxiliaries, appar<tus, and supplaies,
and technical books and periodicnls ncceessary to
cirry on oxperimental and roscarch work, maantoncnce
and equipriont of buildings and grounds at tho cngi~
necring cxperanent station, “nnapolis, Marylend,
payment of part tine or intermittent crmployment ain
lbhe District of Columbia or ¢lsewhcore of such scionbists
and technicists s mey be contrected for by the Scerotary
of the Novy, in has dascrotion, ol a rete of pay not
cxcceding $20 per dier for ony porson so cmployced, in
11, $15,542,000 . . .

-10-
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From thesc apprepraation wordings, and the burcau
rosponsibility defined by Noavy Regul~tions, there is developed
vhet 18 known as o Classification Index of Iaval Storcs and
I'nterial. This andex, a publication of the Burcau of Supplies
and . ccounts, alterpts to list all itens of material thot arc
uscd by ships and aircraft of the Mevy, ond indicates for cach
1ton the burceu appropriation thet ney be chorged with the coste
Since the rogulation previously quoted prescribes that each
burcau "shall detormine upon" retericl used in 1ts assigned
functioning, and appropriations arc graatel to dofray the cost
of such material, this publication, aindacating as 1t does vhat
1tens of material may be charged to burecu appropriations, alsc
ostablishes that which 1s cormonly called tochnicel responsibility.
This includes responsibilaty for the proper speecification of the
material and for the conduct of all the natters of rcsearch,
development, experainentation, ~nd knowlcdge of industrial develop=-
nient essentiol to the speeaficetion of en 1ten bost surtced to Naval
necds.

For coxomple, we find in this index, "‘ncmonetors, nesthead,"
listed as an 1tem vnder the Bureau of Navigation colurme This in-
dicctes the Burcou of Navigation responsibilily for specifications
for this 1tems We also find in the index many 1tems thet n y be
issued and charged to two or rorec burcsu appropriations, for example,
" lcohol, denaturcd,” mey be issued and charged to the ~ppropri~tion
of all burecaus cxcept the Burcav of Supplics and Accountse. Technical
sponsorship for such iteris 1s estublished by the Nevy Department
Specifications Board whereia, by mutual consent of bureau repre=
sentotives, such sponsorship 1s assigned. In the case cited
sponsorship for fAlcohol, denatured, has been assigned to the Bureau
of Ordnance. After such assigmment i1t becores the duty of the
sponsoring bureau to conduct all the nccessary work in the devclopment
of the speccificebion, and obtaining its approval by other buvrcaus
conccerncds The conposition ana duties of the Navy Departicnt
Spocifications Board arc shown in the monograph "Loews and Pegulations
Pertaining to the Navy" whach vou have as o rcfercnce,.

For items not included ain the Clossification Inlex,
technical responsibility is doterrincd in the sane way es for
1tens listed, that 1s, on the basis of burcau assignment of ros-
ponsibility and appropriation authorization.

It moy be well to note at thas point thet the division of
dutics anong the bureaus of the Wavy Departirient 1s not primeraly
along comrodity lines, Rather 1t 1s 1n accordance with the gonorel
divisions of a shap. Ships rmust nave hulls and all that perteins
to burlding, equipping, anl rmaintainang the hulls is the function
of the Bureau of Construction and Repaire. Thoy rust have propulsion -
this 1s the duty of the Burecau of Engincering, they rmst have
ariament = the Bureau of Ordnance, they rust have aireraft - the

~11-



Bureau of ‘eronautics, they must be navigated - the Bureau of
¥ivigation, they must have personnel ~ the Bureau of Nevigation,
the personnel rust be elothed and fod - the Burcav of Supplics
and . ccounts, the he~1lth of the personnel rust be looked ofter =
the Bureau of Medicine and Surgery, the Navy must have public
works and public utilitics on shore = the Burcou of Yards and
Docks, It s purely incidental when this davision of dubty con-
forrs to some usual cormodity classific taon or technical
specinlization.

In surmary, mey I say, then, thet the ftechnical reog=
ponsibilily for naterial i1s defanitely assigned to various bureaus
on the basis of 1ts requarcronts for material in the performonce
of the Punctions for which they arc rade responsible by Nivy
Regulations and for vhich appropriations have been nade by Congross.
This technical responsibilaty includes all the work of specificaom
tion, the fintl form of which, howecver, rust be satisfactory to
the purchesing agencey - tho Bureou of Suppl-cs and ccounts ~nd
1ts field ropresontatives = since spocifac-tions must not be so
drawvn as to prevernt corplicnce with purchasc laws and rcgulctions.

Requirenents=Quontitys We wall now turn to the noxt
sub=hocd un'er Roquirol cnts (Chart A) "Quantity determinotion."
There 1s nol rwch thet nced be saad regording th t step. Braefly,
the using ~etivaty and/or the responsible burcau makes this
dcternination, the one irporiont variation to thas general rule
being with respeet to items corried in the Novel Supply fccount.
The deeision in thesc cnsos is a function of the Purcav of Supplies
an” “ccounts and 1ts facld egoncies, the quantities acquired of any
iten being govermed by meny factors, anong which are prospective
rotc of usc, *eeping quality of the iten, taime rcquired for pro=
curement aad delaivery, ond market conditionse Note cgran that
this revolving=furd method i1s usod 1n order thet purchasc of
ordin~ry supplics required ray bec nade in such gquantitics as to
sermt cconomrcal purche sc without regard to thoe limt of snnual
wpropraations, nd to provide a resorvoir of nccded stock feor
1rmediate assue when roguircd.

Reguarcncats-Tine and Place  As to the noext slep, the
leterianotion of the tire -~nd pliee of requirerwnis. this 1s £lso
a prerogetive of the using ccbivity.

cquisition~lTnufacture Tae ncort major division of the
mrteriel svpply chaain is aegquisition, ~nd for this stoep three
genoral nethods heve becn listeds The first of those 1s acquisition
by manufaclure. Reforring back to the quotation of Art.393 (8)
Nvy Repulations, at will be rememberod theb the duby essignront
to burcaus, specificd by thet rogulation, includes in coach crse
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responsibility for such production of the materials uscd in thear
special field of cognizance as 1is attermpted by the Navy, hence
wc have a Noval Gun Facbory «nd a Pewdcr Factory operaten by the

- Burcau of Ordnancc, the Naval .aircrefli Pactory operated by the
Bureau of iLeoronautics, the Naval Clothing Pactory operated by the
Burcau of Supplics ~nd Accounts, ebtc. No further discussion of
lhis step 1s believed necessory,

Necquasition-~Purchase The next step then boconwes, by
reference to the Chart, ".cquisibtion by purchase." For the pur-
poscs of this discussion ' ¢ word purchase means the procecdurc
of advertising for bids, cvaluataing bids, rrking award to the
successful birader, and preparing and signing the contract for
reterials It does not include the wock of preprring specifications
or of inspection of the material reccivede

Since your rcfercnces in the current problenm cxplain the
~ssignment of dutics in this ficld of activity ain sonc letail,
this discussion will tovch on 1t bul slightly for the purposc of
criphasizing inportant points

First 711 authoraty to purchase and contrect
for services and supplies of the Wavy 1s
vosted in the Secretary of the Navy by
Scetions 417 ond 3714 Roviscd Steotutoss

Sccond  .cting under the authority granted by
Scetion 419 ReS. to distraibutec tho business
of the department in such ranncr as he shall
decen to be expedaient ~nd proper, the Sccro-
tary has distributed that purchase authority
as follows:

(a) He has reserved for himself the authority
to sign contreets in large projects. In
this rescrved group, the Burcau of ferds
and Docks arranges for his signeture the
the purchases for public works, thc Bureau

. of Ordnenece arranges for certrin articles
of ~rms, mmunition, and gun forgings, the
Jucge dvoerte Generel errcnges purchases

. of lands, buildings, vesscls, and certain
cquipnent involving tho l-bor of installa-
ticn, and arrenges motters pertaining to
the chrrtering of wvesscls for olher then
C.FZ0 PUrnNOSCLSa
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(b) He (the Scerctary) has delogated to the
Peyraster Gencral, as Chicf of the Burcau
of Supplics and accounts, the purchnse
function including authority to sign
contracts for all other supplics and
nateranl.

Third The. atthority of the Paymaster Generel has
again boon delegated under certain adminise '
trative restrictions to field actbivaities.
When offacers of tho Supply Corps orc on duty
10, or recadily accessible to, field cctivatics,
thesc purchese functions are exercised by thore
The achbual practice in this purchasc proccdure
will be described in more Actail in riy lascussion
of vheo operation of supply.

‘\cquisition~Transfer Wherc acquisibtion of mterial is
to be by trensfer, the next step shown on Chart .., orders covering
such tronsfer arc placcd with other govermrent departnents and
adranisbered 1n o nanncr similar to the proccdurc for ecquisition
by purchrsc. 17ath reforence to btransfer of reteri~ls belueon
burcaus of the Navy Deprriment, 1t 1s importent to nole thet all
r~lerial held in store by the Novy is available for gonecrel usc
whether in Navel Supply w.ccount or Lppropriation Purchases [ccount
cxcept 1n case of certain materials which have been poid for by
appropriations of the Burcaus of Ordnance and leromautics.

Inspeoetion  Dassing now Lo the noxt division of material
supply, we find that Navy inspection may be condveted ot cither

(1) The point at which material i1s first
received by a maval activaty, or

(2) The point of fabric~tion.

If inspection is to be 2t poant of first receipt by o navil activity,
the supprly department of that activity, on receipt of the nrterial,
notifies the depiwritnent of the loecal activaity which has the technical
facilitics and knowledge neccessary for the quality inspection of

the mrlerial and reguests that the nocessary inspection be nede.
Stmples ey bc sont bto the Enginecering Bxperiment Station or other
point where Testing facilitics arc avralable,

Inspections at the point of mirufacture, when thais bype

of 1nspection is comsidered deosirable, arc condueted by - fiell in-
spection servicc which has been organized for this purposc. :t ecach
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ship yard wherec naval vessels are building, Superintending Con-
structers, Inspectors of “achincry, and Inspccbors of Ordncnce

. arc stationed to perforn the inspection funcbion. Inspectors
of Navel marcreft orc stationcd in each locality wheore arportont
contracts for the construclion of airecraft «re lct.

In addition to thesc inspectors assigned by responsible
burcaus to perform duty for them on cortain l-rge controcts, the
Navy maint.ins an ainspeebilon organizabion mown es the Ficld In-
spcetion Scrvice, For thas scrvice the United Stotes 1s davided
into twelve inspecction disbricts. The headquariers of eoch district
18 usually located in the lerger cities or intustrial centers of the
districte Speceificnlly theoy arc at . tlent-, Bethlehenm, Boston,
Chisago, Cincinnati, HFortford, New York, Philadeclphia, Pittsburgh,
San Francisco, Schencetrdy, and Scattlo.

General administrative supervision of end rosponsibilaty
Tor these inspection districts hes beon aszigned by rwwbual agroe=-
rent to onc of the burcnus of the Navy Department. For oxerple,
the Bureeu of Conslrvebtion ~nd Repair hes generel supervision of
the districts with headguarters et Allanta, Boston, Phil~delphaa,
Paittsburgh, ond Secattlc.

T ¢h inspection district i1s administered by ¢ nnval officer
designated es Inspector of Navel ltterials To assist him he has
turece prancipal classes of personncl These arc

(1) Cormaissioncd officers whose training and
expericnce qualify them for this duly,

(2) Caivilian inspectors, ond

(3) Iaboratory personnel for making chericel,
g
physical, and netcllurgiecnl tests,

Erch daistrict i1s manned with officcer ~nd civalian perscnncl treircd
to inspeet the types of muterial procured in thnt dastrict, and is
. cquipped as necessdry for the tosting of thesc ralerials,

O0ffices of Resadent Inspectors with sirilar cofficer
personncl ~nd equiprent arc often stetioncd et other points there
the volumc of work justifies. Thesc officcs of Resident Inspectors
arc under the gencral control of the Inspector of Navel Veteranl
for the district in whir» locateds Eaeh officer nerforming inspection,
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A purchasing officer placing an order or awording o
contract on which field inspoetion scrvice 1s roguired, forwards
o copy of cach order or contract to the proper inspoction officcs
This 1s all the inspceter needs to stert his performance of the
1nspection.

In general, the burcan havang beehnical responsibility
superviscs the inspcection, although the ficld inspeetion service
1s not orgonized on burcauw lines. Tho cost of rpintencnco of the
ficld scrvicce offices 1s shared joantly by the burcaus in propor-
tion to the volure of business in each distiiet which 1s 1ncident
to the matorial of thoir cognizance. Officers assigned to this
inspocetion duty almost alweys aore officcrs of the line or st-ff
corps who have specialized by tokaing one of the scveral technicel
postgradurte courses of trainang which the Nevy provides. BEach
officer porforrming inspection, doos so as tho represcntetive of
the bureau havaing bechnical cognizance of the mtorial and as
answorablec to tht burccu for proper porform~neccs of that function,
regerdloss of corps speernlizotion or other ~ffiliaticn.

Llthough the pramrry function of the nav~l inspoction
scrvice 18 the inspection of naval matorial, nevertheless o greatb
de~1l of nrteriol for otler broanches of the Federal Government is
wnspeebod s woll., Betvoen 30 and 40 per cont by volue of noterial
being inspceted 1s for other than navrl nctivities. The cost of
F1eld Scrvicce inspection during 1934 averaged less than 1 per cont
of the botal cost of the material inspoected.

Poyment  Paynont, the noxt step in the material supply
chrin, 1s rolntivoly unirportant. In your study 1t is of intereost
to note, however, thot beccusc of the use of the revolvaing-fund
nethed, much of tho payment, insof-r as bureau "ppropri~tions are
concerned, 1s mercly an accounting transaction on the books of the
N vy Departnents Poyreonts under contract anvolving the disburscrent
of public funds are clwoeys rade by en officer of the Supply Corps
except in a few ceses whore 1t has been nocessery to designete
specitl disbursing agents such as ~t offices nf Naval attechds ~nd
on srill shaps operabting 1n renotc placoss.

Storage and Distributione The finel step in the nnrteraal
supply chein, storage ond distribution, is of interest in this dis-
cussion only inscfer as the moanagenont of this step ffcets other
steps in the routino. Storsge ~nd distribution of meterial, cxcopt
for nedienl steres and orwrwnition, has been ~ssigned os © function
of the Bureau of Supplies ~nd usccounts. The wey an which N-vy
oper~ting conditions have contributed to this centralization of storege
in tho Navy has been described. This ncans thot ~t Navy yerds cnd
stations an officer of the Supply Corps of the Nevy is, under the
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daircetion of the Cormendent, detoiled for duty as supply officer

in cherge of the Supply Departreonts The supply officor has chrrge
of the reecipt, custody, shiprnont, tr nsfor, ond issuc fron stores
of ~11 supplics, moteriol, 1wnuf~cturcd ~rticles, ~nd all other
articles subject to i1mveiccs Sarilerly on board ship o supply
nfficer, thc senior officer of the Supply Corps att~ched thereto,
has chorge of the procurcrient of sbores ~nd matericl for the ship,
the mainten~nee at ~1l tines of sufficront stores of notericl nnd
supplics, and the accounting and custody of ¢l1ll 1ateraal not issucd
for use except fuel, armrunition, cnd ierirc Corps cnd rediccl storces,
On ships not carrying officcers of the Supply Corps, such -s decs=-
troycrs, subirines, and other srall craft, supply functions ~re
performned by the corronding officcr nnd the he ds of the vorious
ships' dep-rimonts. Thesc officors while so acting, hovever, -rec
agents of the Pryrmaster Genoral of the Wevy subjeet to the instruc-
tions prormlgrted by hin for the performance of this dutye.

This contralization of storcge i1s ~n essonti~l cleneont
i the Navy system sinee the full bencfit of censolidated purceh-se
of requircrents could not be as re~dily reoclized without 1t. It
hes other adv-nboges not of speeral interest in this study

Oper~tion of Sup)ly

In an attompt to elerafy furthcr the Nevy nenagenent of
supply, the oper-tion of the supply routinc will be detr1lc ¢ in this
part of the discussion. Ch-rt B, eppenied, hos been doveloped to
ai1d in followvang the descripbive discussion.

Sterting with the shap, which 1s 1n feet the point of
origin for cll necds for raterial, 1t will first be noted by
refercnce to the Chart th~t the ship's orgenigzotion compriscs scven
de, "rtrnents mnanely, Navigrtion, Ordnmce, Engincering, fvi tion,
Construction, Supply, cnd iflcdicals The dutics of these dopartrents
with respcoet to operntion, upkcep cnd rainten nece on borrd shap
correspond to the assignnent of jurisdiction tc¢ the vericus burccus
of the Novy Dep-rinent cencerned with shipboard work., In the order
ship's departrents are ncried above, thosc burcaus arc the Burcous
of N~vig-tion, Ordnenece, Engincering, feroncubics, Construction ~nd
Repeir, Supplics ~nd .ccounts, and "odicine and Surgory.

Burcau control of the use of n~terial on board ship by
the v ra-~us shaps! dopertrients named 1s excrcised through the rediun
of ~llowcnce lists and ~ppropriction allotrents. 1lownce lists
for c~ch ship orc preparcd by each burceu end govern the usc of
n-terial by specifying the i1tors that may be issucd ebo~rd ship s
o cherge agtianst burenu ~pproprintions, -nd in the e se of cquipm ent
1tens the quentities thot 1oy be placed in vsce wppropraintion
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ollotrnents arc gronted c~ch ships! dopertrcat by the appropri-te
burc~v te enver the estinted norrmel ojor-ting costs of tht de-
portrient for » given poried of tire. These allotrients ~re published
in “cnecrcel Orders, ~ro curmlotive, ~nd ney be incrcascd when
vrrronted by applicntion and explanction to Flcot or Force Come
~~nlers,

It 1s the duty of tho ships' supply offacers to scc that
the n terial requarciionts of the shaps! deportments ~re rict by
~ssurang the prescnce on bo.rd of an ~cdequate supply of tho.cons
sureble mabeorinal allowed for use, subjcet te the lumt~tion of
stornre speee, and by proeurang for the shaips?! depertients the cquip=
rient shich the proper burcau has allowed for use on board, In othor
wor s, the shipts supply departrment, under the daircetion of the
sup, 1y ~fficor, i1s the shap's deopnrtient stcre wnere carh doprrinent
has ~ credit agrainst which may be chorged tre cost of 1ts metoracl
requircnents. fs in the case of a depertrovt store the ship's
surply officer, corresyonding to the ran~ger, 1mst insure ~dequete
stick to rneot the nceds of his custorors, the ship's depertrnents,
and in the intorest oFf cconory rmst watch e refully his stock lurnovor.
He c~nmnot hold rcducer price scles to dasprse of slow-noving rtons.

In obtrining this netorinl the surply officor has what
right be e~lled "scenndary" sources of supply <nd "pyraineaipael" sourccs
nf supply. The sceondary sources of supply arcs (1) Open purchasc
in the casc of rtoricls of srrrll velue nd in cnses of energoeney,
(2) the supply frcilitics of the flect troin, end (3) oxcoss stock
on other ships. Tho prancaip~l sourcos of supply tres Supnly deprri-
1nents on sheore tht h ve boen assigned duty ~s contral surply sources
to roant-in stocks of mrtorial for issuc to shaips and other shoro
st tions. It is wath thosc sourcos th t the shapts supply officer
pl ces oroclaic 1lly =11 of his requironents for netera~l for the shap.
These requarerionts arce usuclly the oncs origin~taing frorm the ship's
usce of nitericl s authorized by tho ship's allowrnees, in which cases
no ~p roval of a burcau of the N~vy Deportrent or other ageoney is ro=-
quircd before a shore supply source telzos ~ction to fall the requirc-
rontse Control of the quantity uscd 1s insured by the allotreont
systcue Control of the guantity stored is ansured by the physie~l
limt froms of storage spoce nnd administr:tive regul-tion.

Requirenents do oraigin~te on bo rd ships for itens not
covercd by ships' allowrncc lists, in which cesos the roquisitions pro=-
prred by the supply officor boar notetion of this fnct, and they are
reforred to the shorce supply sourcco whore inforn tion s to whethor or
not the 1ten 1s in store i1s addeds Tho requisition is then ferw-rded to
the | roper burecau of the Navy Depnrtreont for approval or disa, provel
of 1ts 1ssuc to the shipe
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It 1s worthy of notc et this point thet consolidetion
of NHavy nmateraal roquircnents sterts ot the peint of origin of
nced for the ratoranl, since the ship's supply offaicer combines
in his storage and in his requests for naterial the nceds of all
ship depertnents. Mony i1tens of Navy nateracl cre issued for uso
on boerd ship in the activitios of two or rore ships! departrncontse

Turning then to the shore-supply cetivity and ats place
in the Navy supply systen we find that the supply departnonts of
the large Nevy Yords an the eontincutcl United Stotes, and the
N-vy Supply Depots ~t Herpton Roads and San Diego, oand the supply
deportments of the Navy Yards ~t Pearl Harbor and Covite hoave
beon assigned duty as central supply sources to nmaintain stocks of
=atoriel for issuc to ships and othcer shore stationse E-ch of
these central shore-supply sources bas a nurbeor of sraller stotinns
dependent upon a1t for their rioterinl supplye

Moterial necds incadent to the operation of the smaller
shorc stations ~re crecd for by a routine suilar to th~t applicable
to shaps. Shorc st-tions are not governed in their use of rateraal
by allownnee lists as are shaips, and the volurc of reteraal 1c0in-
t~ined in storc ~%t the srrller stations wiall, in geonerel, not be
as large in terrs of months cf supply ns on bo-rd ships. Thc ro-
plenishnent of stoek 1s relrtively simpler oand faster than for -
shar operabing at sca end subject te unex) ected novenent of or’ors.

"t Novy Y-rds and supply deperitrients designated s
central issuang points, the needs of the oporabing activatics, the
shore station deopartnents, arc roferrcd to the supply deop-rtirent
for fulfillinont. The stocks nmnanteined at those points cet s the
source of supply or, in the case of rieterial not carried in stoek,
the nnteorial for the special nced 1s procured by the supply officer.

The stocks of metorial to be maint-ined ot these points
arc designited by cither (a) the Burcau of Supplics end fccounts
in the case of Navel Supply ficcount stocks, or (b) the bure us con
cerned for speciel raberial to be carricd in the pproprintion
Purchnses Lccounte

The fund-renbal principle of stock upkcop i1s thot there
shall elwoys be on hand s ruch of every iterm s will probebly be
required before thet 1ter conm bo replenishede .1 prosent the
replenishneont of stoandard items of goner~l use i1s made cvery six
months, and the average time requared for replenishrent zs three
monthse The generol rule for the prainci,al supply points is the
naintenance of a ranirwn stock cqual to 12 ronths requircnents rs
shown by past issucs. Consideretion is given to tactors of
deterioration and obsolescence in delornining the quantity of stock
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to be rpaintained, Material of a special or non-regular character
required for construction, repair, or ronufocturing work i1s not
ordered in cxcess of the requirencnts of the projccts.

Therc arc fave nethods of procurcnent open to the
supply officer of a contral supply activity. Thesc arc bricfly-

(1) Procurcrent through open purchase at the
activity by tho supply officers. This methed
covers such itens as arc procured ordinarily
in loe~1 markots and not by burcau purcheso,
strndard mrtorials purchased on local requisi-
tions approved by the corrond-nt ond orticles
reguircd in cascs »f encrgency.

(2) Procurcrnent by request on other shorc ~ctivity.

(8) Procurcricnt through yard manafocture. Local
yard mnufacture 1s authoriz.d in cort-in specral
cosos when naterial 3s requiied for stock or to
f11l requasaitions.

(4} Procurcrcat under running or tern contracts.

(5) Procurcnient through purchasc by the Burcau of
Su,nlies and Jeerunts on the basis of stock
rcplenishriont roquests for 1toms regulerly
carried or on basis of requisitions covering
special requircrionts.

Re/larashnent dates for wach of the various i1tens of stores
carricd in the haval Supply fccount nove boen design-tec, cnd at the
stated dete infer1nbion 18 obboaned from all central i-zuing stations
as to theaesss slock ev-1leble or tre replenishrent gacuntity ro-
quared, nfornction as to either oxecss av-il-bir or quantity ro=-
quircd bein, supplied by the roeords of post is-uecs, This informo~
tion 1s obt-ined for oll itens cnrriocd in tho elcsscs of noteraal
tno be replenished of that tire. The replenashnent work hes been
evonly dastrabuted over the yeer, duc regord hovaing boen grven bo
se~sonable foebnrs of price in the assignment of items to prriieular
d~tes. “vhere the yord supply ~fficor has subriaitlted a request for
replenishrent no further cetimn s roouiret on his part ~s the Bureom
nf Supplies ond .ecrunts hondles the det~ils fre thon one 1terials
needod betwecn replenishrent d-tes, s woell as for specanl noceds,
1f not procurc-ble under onc of the nther neans of precurcnent, ~re
me the subjcet of - rcquisition forwnrded to the Burscu of Supplies
and ..werunts direct or vie the bureau hrving teehnicnl cogniz ncc.
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The bureaus of the Navy Departrment ray, in the perfrrrnence

of their dutiecs, originetc rcquisitions covering nitoricl for s;ccial

projects under their cognizance, or they ray direcct i1ts renuf~cturcs
Representotaves in the field activities oy also criginatc requirce-
nents for specinl itenss In the farst instance, 1f the reterial is
not te be rcnufactured, the bureau will prepere a requisition giving
all the peortinent inforretion eos teo the requirencnts nd forwerd
this requisition to the Burcau of Supplics and . ccounts for pro=
curcrent actions The reduisation cpy nr ray not furnish, for the
infornetion of the Burcau of Supplics anl . cecounts, = last -~f
probeble sourccs of supplys. In cases of the speci~l nccds of the
Ticld activities, roquisitions rcccived by the burccus arc cxtuiined
thoroughly by the technical burceu ~nd, 1f approved, forwarded to
tho Burcau of Supplics and ‘ccounts for procurenecnt, Reguisitions
originiting in this way, 1f finnlly resulting in purchosc, cover
the magoraity of coses in which the ccost of the reterial is chrrged
to o speeific anpropriation at the fame »~f purchrsc,.

Withan the Burcau of Suprlies end lecounts there ~re five
davisions of the Supply Group specafically councerned with procurc-
nente. These divisions and their dutics ~re

(1) The Stock Division which has supervision of sterage
spece ashore, the maintenance and upkeep of stoclk,
inveatories of stock, and rccord nd approvel of
requisitions for moterial and supplicse

(2) The Provisions Division which has supecrvision of
the nainten.nee and upkecop of provisions sbockss

(3) The Clothing Division which has supervision nf
the 1oantenence amd upkcep of clothing stockss

(4) The Fuel Division which ras supcrvision of fuel
stocks, fucling plants and accepteble lists of
rines anc fucl suppliors.

(5) The Purchnso Division which is cherged with the
purchese dubies of the Burcau and the supervision
of purch~sc by facld ~gonecrcs.

.1l requests for matorial roferred to the Burceu of
Supplics and ceounts, whether they are reguler replenishrent re-
quests nr special rogquisitions, arc roferrecd first to cather the
St~el Divaision, the Provisions Division, the Clothing Division, or
the Fuel Division for decision as to the method to be utilizeds
Those Jivisions dircet action by onc of the following nethods
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(1) Transfer of oxcess stock within the Navy,

(2) Requests on other Governrient departnents,

(3) M~nufacture by the Wovy,

{4) Purchesc undor CGenmerel Supply Cornvtteo
Contracts, or,

(5) Purchasc fron civilion sources.

The farst step lekon in acting on any roquest for
mterinl is to detormine the possibaility of the ubtilazation »f
oxcess stoceks In rekang this detorninatinn tho reports of cxecss
stocks rcecived sumltnncously with roguosts for stnck at the
regular roplenishriient period cre comsideorcd. Factors of trons-
portation cost arc considerod in the 1rovoront of cxecss stoclke
Finol decision as to the shaprient «f cxcess stoek 1s ma’e an
cnllrboration wath the Tr nsporiabtion Division of the Burcau of
Supplics and lecountse

Cortoain netericls 1y be obtrined frorm other Governent
de, rtionts, In sorne ¢ ses this action is 1andetory, as in the
ceso »f 1tons produced at Fedoral Praisons vhich rust bo cbtoaned
through the Deoprrtient of Jusbace. Other depertrients .y have an
excoss stock of neterial on hond which they h ve reported ~s ovaile-
¢blec for fransfor. In cithor case the daivision of the Burcou of
Supplies cnd . ccounts cognigent of the stoclk upkeop of the perticuler
1ty will trke tho nceesscry 1wosurcs to obinin the Navy!s nceds of
these 1tense Past efforts to cbtain materials in this renaor hove
been hampered by the lack of © st ndard nonenclature and stend-rdaizo-
tirn of errmon ratericls in the varicus depertrentses Thais will be
cvercolie when use of thé Federcl Standard Stock Cetalogue becones
general,

In most cases of the ranuf-cture of 1tens of stond-rd
stoc¥ by the Nwvy, this has been handled as o dircet trons~ction
between the requiraing acbivity and the dislrabuting poirt. In
sorne fow crscs the Burcau of Supplics ~nd . ccounts rey ~rroage for
nwnufrctore through the Shore Esteblishrient Division. The 1i1nnue-
freture of speci~l tcehnical natorial is arr ngoed by the cognizant
technical burcau, the proporby being takon up on conpletien in the
oy ropriction Purchases lecount.

Cortain 1ters, such as ty ecwriters, arc obt-ined through
the nedaun of tho contreets nade by the Procurecnt Division of the
Treasury Dep~riiunts Use cof thesc controcts by the Nevy 1s resbricted
to o lirmited fiela as they arc not realily adepb-ble to the Navy's
routane and nccdse

"here all othor rietheds are not ¢pplicable, the rcquests
for noterind are forwarded to the Purchasce Division for cp ropricte
Qurchosc action,

-22
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Then requests for naterial reach the Purchase Division
the first acbion teken 1s to delerrine whethor the purch sc is
to be made by the Burccu of Supplies and _ccounts or by onc of
1ts agoncies outsile »f 1shingtons The governing factorws jnthis
decisinn ore

(1) ™hether the benefits of consolidetinn apply
£t~ the perticul-r ater,

(2) Whether the tochnieal bure-us arc vitelly
coneorned on' their dvice esscnliel,

(3) Noaruncss to prirmary source as ¢ foetrr in

. rneebing all the ceemditinns, particulerly where
closr contact between purchesing ffice ~nd con-
troctor might be o frctrr,

(4) The import nee of thc 1ten fron the st.ndpoint
of engt 1f 1t 1s an 1ten for leeal uscy

(5) The volurie of work at hend.

The purchasing systen is so constitubed that the cxeeubtien £ tho
purchase function con bo decentrrlized geographicelly at any tane
1f considercd Acsirnble.

If 1t 1s decided that purcheses will be rale by the Burceu,
the next step 1s the prep, retion of propostls or wnvitations to bid.
These cre celled scheduless The requirerients for stonderd stock
1toms subritted at the prescraibed rovlenishriont Acte are consoladeted
1n such nanncr es cxperionce has indicated will yicld bthe 1 st satis-
factory rosultsese This 1s the final step 1a the roulinoc of consolida=-
tion of rcguirerents for purchase which I emphtsized as being one

~f the bosie factors govornaing the supply systorie The dlonembs of
that routine are

(1) Centralization of storages

(2) Specified dates nf replenishiient for ecch 1ton
observed by all shore supply activities,

(3) Centralized purchase by the bureau.

Schedules are rnciled to classified bidders who h~ve signafied
their desire to bid on the 1tens of material on a certain schedules
Eo.ch schedule covers only these itewms within a precurencnt group,
th~t 1s, thnse handled by a particular industry or class of suppliers.
The schedules furnish complete ainformation as to the article desired,
such as quantity, specification, and date ~n? point of delivory.

P



In sorie cascs bids are osked on partial quantities as well cs the
total to aveid the danger of over-consolidntione In some c.ses
bads for delavery at other than the point cof requarcment, as well
as th~t point, are rcquested in order that adventage may be t~'on
of the possible cconory of government freight rates or shiprnent

in governnent vessels. Years of experience have yielded a fund of
infornetion thet 1s used in every way possible to secure for the
governmont the lowest cost for matorial tnet is consistent with 1ts
necdse

Schedules received fron the bidlors arc pleced in locked
boxes as recceived., The boxos arc opsncd publicly at the spceafied
time nd dote, bids arc read cloud «nd recorded, and every frcilaity
possible 1s offered the bidders tn asceortain eny anforretirn thoy
desire, Jwards arec nade by an officer ns gquickly as possibles In
coses wherce technienl or legal odvice ~nd rocommendetion is required
111 bids received arc forwoerded to the proper bureau op office for
comnicnts s scon as the decision as to avard s rnde, a nobice
of awnrd i1s forwardcd to the successful biddor, contracts or purchase
orders crc prepared an® the proper signaturcs obtained. The ccbivity
requiring the rnteraal, the cctaivaty that as farst to receive i1t
and the inspcctor conccrned are notified on' the purchese action of
the Burcau 1s corpletods

Centralizatzon of purchase in one burcau and one staff
corys, despite theaxceptions thet heve boen noted, has neent that
approxirately 99 per cont by nurber of all contracts let by the
Nevy arc handled by the Bureau of Supplies and ,cerunts ond officers
of the Supply Corps. Of these contracts approximitely 75 nor cent
by money value are made by the Burecou of Supplics and Accounts at
the Navy Departrent, Washington, D. Ce

Resumd

In recapitulation I would list the arportant cheracteristics
of the supply syster of the Wavy os being briefly

1 Assignnent of techniecal cognizeoncoe of rmaterial -
specifications with the usere

2+ Centrolization of purchose, storage and daslribution
as a steff function,

3+ Contralization or decontrelization geogrophicelly
of purchasc cxecubion as a1s considered desirablec.

4. Centralization (in part at least) of inspection
although supervision of insjection rcomains with
the usors

FN
B
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5« Use of the revolving fund to finance purchase
and stornge of a reservoir stock of mabterials
‘ for general usce

8« Purchasc of the consolidateld requirenents of
molerials where possible,

Whot has been functionalized and centralized for the
Vaval service are the closely related steps of purchasc, storage
and distribution - nol purchase clones. The corbination of these
three 1s very desirable, although not absolutely essenta 1, in
order that full advenbage ray be gained from the revolving=fund
riethod of financing purchascs and storage and the consclid~ted
purchase of requircnents.

Procf of the gemneral effoctiveness of the Noval supply
systen lics in the fact that there bas beon no major change in
that routine since 1892, except the installatinn of the Gencral
Stores-kecping Systom cn Naval Ships in 1519, The esteblishment
of the Office of the Chiof of Neval Oper~tions in 1915 w.s dis=-
tinetly not a change in supply orgenization.

fs to contralization of purchase in the Burecau of Supplies
¢nd ficcounts in Washingbon the advantages arc

(1) Ronders evailable to the purchasing agent the
best teehnical and legal scrvice of the Navy,

(2) Promotes uniformity and improvement of nethod,

(3) Kceps the purchrsing officer in closec cortccet
with the Departrnent so that choenges ain Depart-
nentnl policies mi.y be immediately refle cted in
action takeny

(4) Promotes cooperntion with other govermrent deporte
nentsy ond

(5) Provides a central cont-ct point for contrcctors,
actual ecnd prospective.

I would esk you further to notc thet the officcors of the
technical or malerial bureaus, oxeccpting only those of Constructign
and Repair and Yards and Doclks, rotate technical duties on shore and
duty an the flcoet thus insuraing an anprcci~tion of the problens ine
cilent to the use of the material when they corie cont ¢t with this
material in design, dovelopnent ana inspcoctions

=25 -
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Steps 1n Materaal Supnly

20

Responsible fgency

First  Debermination of RCquirecnents

a8 to

(o) Qualaty nd type (specifications)

(b) Quontity

(¢) Tire ~nd place

Sceond  .equisition of moteriel by

(2) lanufacturc

(v) Purch-se, or

(¢) Transfor

Third  Inspection of

Fourth Pryment for

Fafth Store e and distrabutinn of

Bach of the cight burc-us in-
davidually for the raterial
required 1n nerformance of the
cubies essigned.

Same €8 above except quantity of
rmatericl Lo be carried in the
Navel Supply sccount determined
by Se an? L.

Various burecnus ond their field
ropresent-tives.

Various burcnus for mterinl re-
quired in performence of duties
essigned their jurisdiction.

Burcau of S. wnd .. 2nd 1ts field
re resent tives. (Some excep-
t1ons)

Sanc as tequasition by purchosc,

Verious burc.us f-~r ™ torai~l used.
(W~vy Insjpcction Scrvice).

Bure~u of S, an? ., “r' ats facld
ro, resenttives disbursce public
funds. ‘rpropri~tion of burcau
for whach used chrged with cost.

Burcou of S aal ", ord 1ts field
re, resentotives  (Sonc exceptions)
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DISCUSSION FOLLOWING LECTURE
"THE NAVY SUPPLY SYSTEM" ¢
by
LT. COMDR. W. A. BUCK (SC) USN

= -~
Dee, (D Q=X
/
Part I
@ = Who decides what the supply fund will be ~ for example

e

Ty

the $74,000,000%

A - In 1ts origin - 1n the fund as 1t now stands - that decision
was made by Congress in i1ts trandfer of the fund. Howeve, 1t was con-
siderably larger at that tame and i1s being decreased each year by
normal stores losses and by what we might call parating by other agencies
of the Department in getting appropraetions mads from the fund rather
than from money on the books of the Treasury. You will note that thuis
year there was B transfer of%S,OO0,000 fpomrthe—Pbooks. Viith an expand-
ing Navy and @ rising price lsvels 1t 1s possible the fund wall not be
large enough to permit of 1ts use as 1t 1s.p@e?eﬁeéweﬂﬂdﬁgat will mean
we will have to ask for an increase or quit buying certain items out

qﬁf{?éﬁvﬁb
of the fund. Further, 1f we increase the ecops of i1tems over,things we
now buy we will have to have a lerger balance to make a smoothly workang
fuahd,.

Q = What 1s the history of the attitude of Congress toward
the revolving fund and 1s there a possibility that 1t may be changed?

A - I can't answer as to the probability of Congressional sttack.
The attirtude toward the fund has apparently been vwhab-youw-mrsht~cbars—us
favorable. There has been no particular expression of craiticism from
the Appropriations Committee of Congress toward the use or management of
the fund. I thanl that $600,000 Japanese issue might be of interest

as throwing summe light on the fund. At the time of the disaster the



FUCTERAET pF PR STRSTIDSTT PRUETAT OTWSEORTS A4 S TR SR EYRIEOTROT] MRS Oy mm TR e ymeme oo e -

Nevy went ahead and issued material under & more or less tentative
agreement with the Red Cross that they would reimburse 1t , but thers
had to be quick action and 1t was necessary to go ahead and worry

about the payment later. When 1t came time to settle up,the Red Cross
asked for a national contribution and they reversed themselves, stating
that all the people in the U, S. had contribubted and they thought the
Federal Government should do likewise, and that they did not intend to
reimburse the Navy. There was nothing for the Bureau of Supplies and
Accounts to do but report 1t to Congress and they did nothaing about 1t.
They didn't say we should not have done 1t nor did they say it was all
right. It was a more or less tacit approval. Their concept 1s that it
permits a business-like administration of the Naval force. They realize
there 1s & cost incident to carrying material ain store and that 1t 1is
necessary for the Navy to carry large stores in prder to be mobile.

As yet they have raised no particular criticism or objection to the
cost.

@ = I would like to know whether I am correct in my assumption
from the figures on the board. It seems to me that all the money in
the annual appropriation act for the fiscal year 1934 was expended from
that appropriationyand the total of the fund, and the account at the
end of the fiscal year was less than the sum of the fund in the account
at the beginning of the fiscal year. It means that the Navy Department
spent more money than Congress appropriated.

A - There was the cost of maintaining material that does not
show - the cost of meintaining that reservoir of material, obsolescense

cost, loss by inventory, etc. That was a bad year, there have been years

-2 -
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when we gained. The operation of the fund has resulted in an 1lncrease
rather than a decrease.

Q = If this thing were repeated over a period of years the
fund would'dlsappear and Congress would have +to build 1t up again
which would be a fiscal year appropriation?

A - I was told that in 1935 there was a gain inthe fund
aside from the transfer of $5,000,000.

@ = Does the Bureau of Supplies & Accounts have custody of
those first four items?

A - It has the custody of guns and small arms in store, but
not mines and torpedces.

Q = Would S & A carry the guns@

A = The gugnery officer renders a property return for the
guarter for emmunition. He goes arocund to the Supply Officer to find
out how to make 1t out = but he makes 1t out.

@ = Does the Clothing and Small Stores section have another
fund?

A - Yes; 1t 1s entirely separate from the Navy Supply Account
Fund.

Q -kfﬂwﬂ‘ﬁ Pag v RiUILV by 3 e Naval Working Fund?

A = That 1s another fund - of & slightly different eomg%x1on.
It 1s authorized to cover the cost of work done for other Govermment
departments, for civilians, or cost of sales. It 1s merely an account
wherein we credit deposits made to cover estimated cost of work; we
charge the cost of the work from which we estimate, to ihe man for

whom 1t was done, the balance, 1t 1s not exactly the same as a revolving
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fund. There 1s nothing set aside on the books for 1t. It 1s really
the authorized method of account for cost of sales.

Q - Does the Bureau of S & A actually purchase all supplies
for the Navy?

A - The purchasing function 1s executed by the Bureau of
8 & A with the exception of those i1tems purchsased by Ordnance - guns
and emmunition. That does not include the exceptions Yards & Docke
have for construction materials where labor and material is involved,
and construction of new ships.

Q = If a particular appropriation for a given fiscal year
18 not expended or obligated, does that go to the fund or does 1t lapse?

A « It lapses unless a spscial Act transfers it over - as was
done in 1928. That a1s the way the present fund got a start.

Q = Wall this fund ever be used for initial eguipment?

A -~ What do you mean by initial equipment?

Q@ = For instance, you are building & new ship and i1t requires
8 battle allowance of emmunition. Would you transfer 1t?

A - Wo. At the present time there are a number of vessels
being comstructed in Navy Yards and the Navy Supply Account Fund is
finaneing material for those vessels. When 2t 1s used for the building
1t 1s charged to the appropriation and the Fund credited. I understand
something like fifteen or twenty million dollars of the fund as used
now for that sort of transaetion. It makes 1t simpler for the Bureaus

to have their purchases charged this way.

1
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Q =~ Has the Comptroller General ever seriously interfered
with the administration of the fund? For instance, this Japansse relief?

A - He has not seriously interfered. However, we has asked some
gquestions.

Q = W1ll you say something about deductions by inventories
and deficiencies?

A - The loss by inventory is the difference between the stock
on hand and the books.

Q =~ How could you have a difference of $30,000? Vhat happened
to that?

A « If they knew, that differance would not e there. It 1is
due to the ftremendous amount of material involved - loss due to mistakes.
That 1s not a normal amount, that particular sum 1s a large one and next
year 1t will probably be a much smeller one. It 1s bookkeeping mistakes
that bring up the losses and gains. The defaciencies are charges that
arise from claims that have finally been séttled that are chargeable %o
appropriations, but unappropristed balances are credited to the fund.
Therefore any claims settled by the Accounting Office properly chargesble
to the eppropriation are chabged to this fund rather than deductﬁ%rom the
fund the amount charged from the appropriation. It 1s because of +the
fact that the fund has been increased by turning over to 1t unobligated
balances of appropriations of former years, and they aw properly chargeable.

Q - Do you cover anywhere in your talk the item of price adjust-
ment?

A -~ No, that 1s done by survey of obsolets material and 1ssue
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at a reduced price.
@ - In other words, in taking your inventory you have a
certain price. Is that considered under this 1tem of price adjustment?
A « If an 1tem has been in store such length of time as to
become damaged or obsoclete, we may hold a survey and reestablish a
price which means a loss.

Q -« Do you readjust prices without surveys?

No, we do not readjust prices for loss without authority.

1

A
Q@ = Bityou ecan raise them?
A

The normal practice i1s to strike an average at the time

the new goods come in. -
A -
Q -~ How much of the fund is cash? /i think 1t was $24,000,000

on June 30, 1934, I can'l gave you the 1935 figures, they are not released

until Congress.has seen them.

Q = Is the reserve in addition, or 1s this your total?

A - The Naval Reserve Account 1s one and a half million now.
It 15 not used actively.

Q = What about your war reserve?

A = This 1s really the war reserve, you can consider avallable
material as a reserve for the early days of the war period.

in the Ord. Dept.

Major Kelton I would like to ask i1f anyone/knows the value
of the war reserve for the Army? How about the Quartermaster ‘orps?
Does anyone know the value of the stock? I think 1t would be good to
get those figures to see 1f our reserve 1s higher or lower.,

Q = Suppose you disband a ship, do you take that property back

in your Navy Supply Account Fund?

- 6 -
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A = Material in store aboard ship at the time the ship

goes out of commission 1s an the Navel Supply Account. It 15 merely
transferred ashore ain the same account. Equipage was charged against
the proper appropriation and goes against the appropriation account
when 1t 1s turned in. Equipage 1s the used mabterial; 1t does not go
back into the Navel Supply Account.

Q = Can any definite statement be made as tothe point in the
supply of the Fleet to which the appropriation is charged 1n the Naval
Supply Account Fund or does 1t vary?

A - When the material is issued for use. Departmentsdo not
maantain store rooms on board ship. When the i1tem 1s drawn by a depart-
ment, that 1s when the charge takes place.

@ - I understood you to say that 1f a ship were put out of
commission some of the stores are already in the Naval Supply Account
Fund.

A = Yes, awaiting the demands of the ship's department.

Q@ = Am I right in this question of eclothing -~ 1is that held on
the books of the Ireacury Department?

A - It 15 money to the credit of that fund on the books of
the Treasury Department.

Q = It seems to me that would involwe a great deal of book=
keeping. Wouldn't 1t better to keep 1t ain one account? What a1s the
object of 4 or 5 different accounts? If the Army had anything left there

we would probably lose it.

A - We only have two of this kind which we operats.
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@ - Is nol one reascn for having the Clothing and Small Stores
separate the fact that 1t 1s sale and not issue, and that the money comes
back?

A - Yes, The 1ssue of clolhing and small stores to the
enlisted personnel i1s sale by chacking against the man's pay account,

It 15 not & charge against the appropriation.

Q@ = That relief and disaster situation i1s something that faces
the Army and Navy every once in a while. Did the local commander of the
Navy get pretty quick action in placing those supplies in the hands of
the Red Cross or get prior authoraty from the Navy Department?

A « He got authority from the Navy Department - by radio.

@ = The Mobilization Plan calls for an immediate increase 1in
the Naval Supply Account Fund?

A - I believe that is the plan of the Bureau of S & A.

It 1s the first thing they would do in order to allow the placing of
orders on M day; the appropriations could come later, the specific object
appropriation would come later. We want authority to place the orders, and
all we need 1s an increase in the Naval Supply Account.

If there are no more questions I shall proceed with the

next topic.

Part II.
Q - Wt 1s the authoraty for placing invitations for bids

for materials not on the approved last?

A - It 1s the stendard purchase authority. Materials must be
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what you want. It 1s the only way to get satisfaction,without tremendous
detail,to see 1f what you did get 1s what you went. There are a lot of
characteristics of material that cannot be determined except by operating
1t, therefore we have been allowed to use that method. The legal basis
for 1t is guestionable.

Q - I would like to find out just how these bureaus get together.
As far as I can make out they always do right and everybody admits they
¥now best. Suppose sometimes there arose a difference of opinion; suppose
one of them provided a technical item of equipment thet they said was
best for the Navy, end the operating persomnnel of the Fleet does not lake
1%, but the Bureau still insisted that was the way 1t should be. Is there
anyone short of the Secretary of Navy who can settle that difference of
opinaon?

A - As an absolutely fanal arbiter, no, unless they can agree
emong themselves they must go thb the Secretary. I don't think any of them
g0,

Q = What is this Cemtral Engineering Laboratory to which you
refer?

A = An engineering experiment station at Annapolis which
has certain equipment and matemlal,aggergségrgh laboratory in Bel?7?,
Meaintenance, fuel testing, and shaps' drafting equipment are in the
Philadelphia Navy Yard. They have wvarious localities for speecial things.

Commander ? + I think that question of possible disagree-
ment 1s being gradually taken over by Fleet Maantenance. It represents a
clearing house for ideas and they are trying to get centralized I think

1t wall develop into an actual control.



LTRS0TSR, phe

Y P TR OTITE T LN ATTOT N pmeses TR e e oy o R A -

-
¢ l;;;”‘ %

g@ﬁm %02“& &t

A - Captain Fairchild was looking for ebsolute authority
and there 18 none except the Sgeretary. The Fleet'laintenance Division
tries to get them together and they try to get together themselves.

Q@ = You spoke about other Government depertments being able
to use the Fleet Inspection service. Do they use the accepted list of
approved material tool

A - No, 1t may be used sometimes but there have been cases
where they wanted to and Melarl wouldn't let them.

% = You refer to the "using activity" as determining the
guantity, etec. of an i1tem. Is there anything meant by using activaty
other than the bureau?

A - I meant, for example, the chief engineer of a ship who 1s
the representative of the Bureau of Engineering  If he santed a special
1tem not on the allowance list he, in originating his requisition, would
state the quantity he wants.

Q@ - In regard to the keeplngfgccounts stored by the Bureau of
Medicine and Surgery, and byOrdnence, does the Supply Corps have anything
to do with those?

A - The Supply Corps does not keep accounts for the Medical
department but does for Ordnance stores. In the Paymaster General's
Annual report there 1s a table which shows the standing of the Naval
Medical stores =~ money value, etc.

Q@ - There 1s no budget procedure there?

A - The budget problem for each chief of bureau 1s to make

estimates for the cost of expediting his function durang the fiscal year

- 10 -
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in accordance with the plan which Admiral Johnson told about yesterday.
It 1s approwved by the bureau chiefs in conference and becomes a dirsctive.
Then each bureau chief makes an estimete of the money required for that,
1t 1s submaitted to the Budget Officer of the Navy Department, who 1is under
the Secretary, and who attempts to get them together and lined up withan
the amount the President's Budget Oifacer says is going to be made available.
If there is any force to be applied 2t 1s applied by the Sgeretary. Their
budgeting as regards the Naval Supply Account Fund 1s that the Bureau of
S & A depots are department stores. They byt there rather than from civil-
ian sources, they go to the Wavy at the time they want the item rather than
go outside.

Q - Who s responsible for the safe keeping of Ordnance material
in dead storage?

A ~The Bureau of Supplies and Accounts -~ but not ammunition
or gun powder. It 1s stored in the Supply Depaertment at Washington, which
1s the biggest Ordnance factory.

Q - You said each bureau figures 1ts own reguirements.

A -~ Except for Naval Supply Account material,

Q - Who would buy that? A - The Bureau of Supplies end A counts.

Q - What about this denatured aleohol?

A - The stock to be kept as a funetion of the Bureau of S & A
and 1ts field representataves.

Q = What about inspectiont?

A - That 1s performed by the activity at the time the atem is

received at the request of the Supply Officer of the activity sachhas

the proper testing facilaty.

- 11 -
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Bureau
Q = Is the pmxkksuksx responsible or the Bureau of Supplies

and Accounts?

A - The department or activity at which the materiel 1is
recelved 1s responsible to see that i1t conforms to specifaications.

Q - Storage and issue®

A = The Bureau of 8 & A and 1ts field agencies.

Q - I would like to get clear about acceptable items. Does it
have legal approval and 1s there any reason the Army can't do it too?

A = I don't know why the Army can't use the same system, as to
the legal basis, 1t 1s questionable, and the less said sbout 1t the better.

Q@ = The AirCorps maintains an approved list of bidders on some
thirty or forty different items with the seanction of the Comptroller Gensral,
It has been declared proper by the Judge Advocate Genersl.

A -~ That 1s easily gotten around; we have the same thing - 1tems
thet are similar to a trade brand . If you want a s$eam gauge you wraite a
specificatrion for a steam gauge - not a Crosby steam gauge If Crosby hes
1t, you get a bid. You don't say "similar to Crosby’s”. It 1s the establash
ment of quality by having 1t tested to save time in the procurement.

Q = What 1s the character of your inspectors, do you sncounter the
same dafficulties that General Gaibson spoke of? And 1s fuel o1l under the
Treasury Department?

A - Fuel o1l 1is a Navy contract, gasoline shipped for delivery
15 a Naval contract. As far as inspectors qualifications are concerned =
they may be good and they may be bad - depending on the professional
qualifications of the officer.

Commender 7 Captain DuBose sums 1t up like this at the
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present time they have no difficulty with the technical qualifications.
There are plenty of people of the market with the necessary technical
gualifications and they are able, particularly by Clv1#1 SErvice records,
to get fairly good inspectors but in addibion there were inspectors

that would be hired and paid out of funds nol covered by Civil Service
rules. At the present time they have no daffaculty in getting a high
standard in their inspection service.

Commander Buck I have a personal conviction about having
inspection at the point of fabrication. It can never be as good as we
think 1t will be. The menufacturer still knows more sbout 1t than your
inspector will ever know.

@ = Returning to the question on alecohol. It i1s purchased by
the Bureau of § & Aj when 1s 1t inspected?

A - It 1s inspected upon receipt by the Navy, the Navy Yard
Department makes the inspection when the alcohol 1s received - not as a
representatlsg/gﬁi ggr:aﬁagglEgg%gggilgéﬁ who 1nspects 1t for the Navy.

Q = Not for the bureau which will use 1%t%

A = No; 1t may be for one or six bureaus.

Q - In the Army there are several specifications for alcohol.
Does not the same thing apply for the Navyf

A - No, we have one specification in three grades, A,B & C,
which have been developed by the Naval Specifications Board.

Q = I understand about 99% of all Naval contracts are iet by
the Bureau of S & A i1n Washington. If that i1s true what is the nature of
the purchasing services hat most of these field agencies do - open

/
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purchase or emergency purchase?

A - I shall cover that in my next session., If I don't
w1ll you reserve that question?

Q - What relationship does the office of the Chief of Naval
Operations have to storage and issue. Does the Bureau of § & A consult
that office in 1ts storage of supplies purchased? If 1t 1s the intention
of the Chief of Naval Operations to bring the Fleet to the East coast
next summer, does he inform the Bureau of S & A?

A - We hope he would let us know, sometimes we find 1t out by
hearang 1t from someone else., Last time they made up their minds very
suddenly, and almost caught us. That is a pesce situation and in peace=~
time we don* have emough money. Right now Hampton Roads would not be
ready unless we had & few month's notiece. In war-time, they would be
ready. The Chief of Naval Operations should inform the Chief of Bureau
as soon as he decides that the Fleet 1s going to move from one area to
another, and the Chief of Bureau of § & A should keep his ear to the
ground to find out. If you want to get a fine example of what 1t means

when you are not told, you ought to serve as supply officer to an aircraft

unite.

PART III
G ~ It might help if wou would clarafy the situation on
board ship 1n%egard to equipage and consummable supplies.
A - We have two general classes of material on board shipj
they are both carried in the Naval Supply Account but one category is
wheat you would call consummable material - material that 1s consumed 1n

its use. For these items the allowance list merely names them - 1t does
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not specify quantity. The quantity is conbtrolled by the money allotment.
Items of equipment such as chairs, desks and similar materials which take

a longer time to wear out, are called eguipage material, and the bureau's
allowance lists specify the 1tems by name and number that can be installed.
Their replacement 1s usually made as the result of a survey of the

1tem which has been lost or worn beyond further economical use. The use
of those i1tems 1s restricted by the allowence list which specifies the
number, by the survey which 1s required before disposal can be made,

and by the many a]limxﬁsto which they must be charged 1f a new one 1s
1ssued.

Q - The method of alloting funds in the Navy i1s so radieally
different from that in the Army that I would like to ask whether 1t 1s
frequent or infrequent to have allotments chaneed?

A - They are apt to extend faive years or more. There 15 no
change unless there 1s a radical change in the price level. Battleshaps
have been having the same for the last five or tem years but each fleet
and force commander has, in addition, an allotment granted him by the
Bureau and authority to regrant that allotment to ships'! departmentsto
meet specral and emergency needs and each ship competes with the others
in gotting more of the Commander-in-chiefls®funds. The man who 1s fastest
gets the most.

Q = Will you tell us how the thing works out - this allowing
of repair money? For instance, in 1929 they assigned all momey for
repairs to the commander of the destroyers squadron and he made an allot-

ment to the Navy Yard. Has that since been stopped?

A - As far as I know 1t 1s being continued. I have not been

- 15 -
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with the fleet for four ysars.

Q = In regard to the allotment to ships~ does the Bureau of
S & A make allotments to ships?

A ~ Yes; to cover operations of the Supply Department.

Q - I notice in 1934 there were two reorganizations that had
40 do with the Bureau of S & A , one was the Field Service Division.

A - That was merely bkaking away from another division part
of the Iunetions and mekang 1t a separate division. The Field Service
concerns 1tself pramarily wath the expenditure of Supplies & Accounts
appropriations, maintenance at shore stations, the number of personnsl
to be employed in various departmentson shore. It 1s the shore station
that controls the hiring of persommnel in supply deparitments and ashore.

Q = I notaced another reorganization and emalpgamation, and
board findings which had apparently to do with the strength of the
8taff corps.

A - That was known as the Roosevelt Board, 1t made investiga-
tions on many different subjects - organization of the Navy Depariment,
personnel, etc. and they investigate the required strength of the wvarious
Staff corps. They did not change the authorized strength, ho ever,.

@ = Can you give us the functions ofi*the Finance and Supply
school at Philadelphia.

A = It 1s for the purpose of training new men in the corps =
men first coming into the corps and the policy was to list te offaicers
that went there as supply officers. This year there was a limitation
placed on the Congressional Act whach saxd that no officer shaild be so

trained with a view to transferring to the Staff corps three years after
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graduating from Annapolis, those having more than three years service
were commissioned before being sent there.
Q = In regard to 75% of the purchases made by the Supply Corps

in Washington - money value. Have you any idea as to what is repre-

0 The reas-n I ask 1s thatl would like clarification of the
sented 1n money stagemeng of the Paymaster General that the ratio an "ash.
18 to 9.

A - I do not have ths figure on that. I think you will find
included in those figures public works contracts. Where was that statement
made”?

@ = In the report of the Paymaster General in 1934. It is
merely a statement

A - We can get some 1dea of the money wvalue of those purchases
by totaling in this table on the board the receipts in the Naval Supply
Account - the total a1s $68,000,000 - the total purchase of material of
the Navy for that fiscal year.

Q@ = The Treasury contracts for new construction would be made
in Washington? This statement says: "Purchases handled in Washington-
so much. Purchases by various Navy officers in the field « = - /

A - The subszstence items are in the fipures I gave you. I
think you will fand that con%alned in the total in Washington.

Q@ - Are the wvarious atems on hand in the supply departments of
all the ships ancluded in the sccounts of the Bureau of 8 & A?

A = The basic accounting records of the Navy are in the Bureau.

Q = I mean the actual inventory.

A - No

§ - Does the Bureau of S & A have account of the amounts on

hand in various shore supply stations?
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A - No, we do not keep any cenbtral stock ledger by items.

Q - I understand the Bureau of Ordnance procures special 1tems
of ordnance. It has the option, presumebly, of manufacturing or purchasing
withan a legal limitation set by Congress. If a purchase was made would
they make 1t?

A -~ They might ask the Bureau of § & A to make 1t but don't
have to.

Colonel Jordan Will you please explain the dwfference between
our Finance Department and your Bureau of Supplies and Accounts?

A - I am not sure I can do 1t correctly because I am not
thoroughly familiar with your Finance Department. apparently we perform
for the Navy the same functions the Finance office does for the Army
excopt the Budget function.

Q = How does the Navy handle i1ts property accountabrlaity?

A ~ We 1ssue 1tems of equipage on personal custody, there is
no personal accountabilaty for the man who draws 1t. The Supply Officer
in charge of the sborehouse 1s accountable for the upkeep and property
accounting by money value.

Q = When you issue chairs, for example, they are charged to
the current appropriation? Then you carry the property accountability?

A - The Supply Officer of the ship carraies the property account-
gbility records and he 1s required each year to meske an inventory.

Q = Does that cover property bought out of the appropriations of
other bureaus?

A - Yeos, the central accounting officers represent the command-

ing offaicer.
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