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THE NAVY SUPPLY SYSTE£ 

It ms my purpose thms mornlng to asslst you mn your 
studies on the current problem, and later problems in t~e course, 
by supplementlng Admmral Johnson's lecture of yesterday wmth a 
descrmptmon of the Navy's supply system. 

You have probably concluded from my subject that I 
wmll try to explamn a wlder scope of Navy organlzatmon and routlne 
than ms the sub3ect of your study mn the current problem. In such 
a conclusmon you are correct. Some explanat!on of the recsons for 
thms may be helpful. 

One reason for the selectmen of the wmder scope ms 
dermved from the close relatmonshmp that should prevaml between 
the phases of materlal supply we here mncltde under the word 
procurement and the other phases that complete the cycle of supply. 
~e usually hear Navy purchcse procedure characterized as centralmzed 
and mf we are careful mn the understmudmng conveyed by that term, 
resllzlng that it does not mean r!gmd asslgnment of all purchas!ng 
to a slngle offmce locoted In ~ashlngton the charactcrlz~tlon ms 
correct. Rather than thst the purchase centr~llzatlon the Nsvy 
achleves In practlce ms that of asslg~ment of that functlon, wlth 
some exceptmon, to a specmslmst corps of staff officers. 

The danger thct Ides ahead of a mere explenatmon of Navy 
purchase procedure or even those steps of matormal supply mncluded 
mn the ~r Department under the headmng of procurement seems to 
me %o be that wmth only that undorstandmng you wmll not comprehend 
why the system used ms advon£ageous to the Nmvy. Centrallzatmen 
of purchase when conslderod on mrs mermts alone has mmny dms- 
advantages as well as advontagos. But when vzowed ss qn ~ntogrsl 
part of a complete supply system dosmgned as a ~rhole to fmt the 
peculmarmtmes of the Navy's operatzng condmtmons mrs sumt~bmlmty 
as a part end only a part of the whole becomes another m~tter. 
Hence I wm!l mmposo on your good wmll and take up much of your 
valuable tmmo %hms mornmng mn gomng farther afmcld than mmght ~t 
fmrst thought seem necessery. 

The Navy has no use for the word "procurement" whlch ms 
comparable to the specmalmzod meonmng g!ven that word by the l~{ r 
Department. "Traon mn the rest of thms dmscusslon I use the ~ord, 
wlthout specmal quallfmoatmon, I v~ll mean "commng mnte possessmon 
of by some effort or means." ~en I use the word "purchase" I mean 
the standardlzod procedure of government purchase thst mnclud~s 
the stops of sdvortmsmng~ blddmng, av~rdmng snd contractmng. 



You ~II readily apprecmsto the fsct th~,t there ms 
mncludod mn the Novy's matermal requirements % very largo assort- 
ment of items that ~n many c~ses wry consldor ~ly as to ossontlol 
ch%ractorlst±cs, and that the system O9 routmne developed to 
h~ndle thms matermal ms burdened wmth mnv details and spoc±~l 
cxceptlons approprl to to spoc!al govern!rig clrcumstonces. There 
ms hardly auythzng I mmght say mn doscrmbmng t~e Navy supply 
system that ms not sub3ect to some specmal exceptmon. Our purpose 
wmll be served ~f I lmmzt myself to n otbompt to doscrmbe the 
general routmno usuclly followed, makmng this admmssmon of the 
fact of many special oxccptmons now, zn order to avomd useless 
~nd tmrosomo detaml l~tero 

Notblng that I wml! say applles to the supply or pro- 
curoment of matormal for the l~armno Corps. Sznco, mn many cases, 
mt ms nocosssry that far,no Corps organmzatmons opGrato ss mn- 
dependent, solf-contamned and solf-suffmcmont un±ts, mt has boon 
consldcrod doslrable tn%t they admmnlstor the v~rk of mstormal 
supply independently. 

As we are interested !n materlal supply the speclsl 
routlne ~ppllc~ble to contrsctlng for publlc ,~rks mnvolvlng both 
l~tbor and m~tcrlal in thclr construct!on, for lands, bu~ld!n6s 
and vessels, and for the bulldlng of shlps, and to the ch~rtorlng 
of vessels ~nd leaslng of lend will not be troatodo 

You ~ro of course fapzlm~r wlth the org'nmzat!on of the 
Navy, the sssmgnment of functmons to its prmncmp~l agencmos and 
wmth the rel ~!onshmps bct~on the wrzous dmvnsmons of the Ncval 
Est~blmshnont in the performance of assmgnod dutlos. On thms os 
a basms I h~ve orgsnmzod ~hot ! hsve to present, mn the followmng 
sequence 

F~rst A dlscussmon of b~slc factors govornlng 
the supply routlnco 

Second A doscrmptmon of £hc m nner mn ~mch res- 
ponslbmlmty In the supply routmno ms assmgnod 

Thlrd ~ doscrlptlon of the opcr~t!on of supply. 

7 
Fourth Re sume o 

-2- 



~CSlC ~oc~ors 

Turnzng no~ to my general outlmno, I w~ll take up first 
thct division I hove chosen to ctll basic factors govornzng the 
supply routine. 

Operatmng Condltlons Oporetlng conditlons constitute 
the first and most significant of those factors. 

The Important users of mater ~al In the Navy are the 
vessels of the fleet or fleets and the floot-ovorhe~l snd rel~oir 
facilmtmes. I imst those as the importcnt users not only boceuso 
of th~ quantity ~nd v~rloty of ,uatorlal consumed, but slso because 
of the sxlo~atlc fac~ (unfortunately not always rocognlzed) that 
the fleet constltutos the solo roeson for the exlstcnco of any p~rt 
of the N~vml Es% blishmcnt. The probcbilltles of employment of 
unlts of the fleet roqu<ro that they be c paolo of operatJng in ~ny 
p~rt of the ocean froqucntl~ qulte r~mote from sources of matorlal 
supply aod often for extended per!ods of tmmo. Now, any modern war 
vosscl,~tovcr its spocmal classlf~cotmon, ~s ~ very complex m~chlno 
as ony of you v~ho have mnspoeted one of them can roa@lly tcstmfy. 
There armscs from this complexity o vezv ~Ido ~rloty of n~teriol re- 
quirements s to mtom, Yo£ ~t is not proctmcsblo ~thout too groat 
sacrifice of other essentials to provldo ~ithmn the hull of sny 
vessel much room for the storage of n tcr~als. Efficlcnt storage 
use of the lmmltod spcco avamlcblo on bo~rd ships ~s mandatory. 

namely 
The I~vy has consldcrod then th t these oporatlng footers, 

(a) The wzde varmcty of m~ter!als requisite to offlclcnt 
oporotion and t~o importance of their ro~dy ~vailability, 
and 

(b) The proctmcal immztctmon of storage spcce and the 
mmportancc of oapabmlzty of self mrlnton~nco over long 
pormods 

make dosire$1o the assigr~on% of responsmbmlmty for shmp supply to 
a spocial!zcd corps of officers. The funotlon of supply on bo~rd 
ship, th t ms stock upkeep, storage end mssuo ms centralized in a 
dopart~mnt known ss the ship's supply dcp~rtm(nt offlcorod, except 
on sm~ll vessels by staff officer spcom~l~sts. 

~on vessels put into port~ qu~ck roplonlshnont of the 
needed n torials, often os much os a four- to smx-months' supply, is 
necessary mn order that they m'y be quickly Ok tholr ~y ~g~in. Thls 



roqumremont c'~n only be mot by havmng ~vamloblo ~t strategmc~tlly 
located pomnts supply bases or depots that m~mnta~n at ~]l tmmos 
a complete stock of the m~ttorm~ls that may bc roqumredo 

The shore part of Novy supply, then, ms organmzed to 
consmst of a number of stratogmeolly located supply bases or depots 
~rc complete, or neorly complete, rosorvomrs of all mater~al ro- 
qumromonts ire constautly mamntamncd. Economy being an mmport~nt 
factor mn pooco tlme, and proboble fleet movement bemng prod!ct- 
~blo ~n peace tmmo for ~ number of months mn mdvanco, thms mdoal 
of shore-h so dmstrmbutmon of a reservomr of supplies ~s only ap- 
proxmu~todo Nevertheless mt ms the govornmng footer of the supply 
orga~zatmon end we h~vo, as prmncmpal supply pomnts of the Navy, 
the Novy Yard Supply Departments at Boston, Now York, Phmladolphma, 
Seattle, San ~ranc~sco, Honolulu, end Cav~to, the Navy ~upply 
Depots at Hampton Roads end San D1ogO, and for amrcraf% ma%ermal 
the Naval Amrcraft F~etory at Ph~isdelphma ~nd the N~val Amr 
Stotmons at Hampton Roads ~nd San Dmego. 

The other users of m~torlal, namely, ladustrlal shore 
ost~blmshments for other then shlp-ovorhaul ~nd repair, and mms- 
collo~eous shore act~vmtmes such as tramnmng stat:ons, radmo 
stations, exporlment stotlons, etc., ell bemng of lessor Nsvy opora- 
tmng ±mportaneo than the fleet snd its ropamr or overhaul focllltmos, 
thelr requirements ore ~ivon b~t llttle wcmght In the doslgn of the 
supply system. They must so conduct themr work as to oouform to the 
mochanlsm estoblmshod to serve the fleet in the hotter of supply, 
overhaul, and rop~mro 

At eqch Navy actmvmty except the small shmps and shore 
unmts, the custody mnd mssuo of all materlal mn store swamtlng mssue 
for use is in general the functlon of the Bureau of Suppl±es and 
Accounts and its flold reprosentatlves The offlcer personnel 
charged wlth thls work eomprlsos the Supply Corps, a group of stsff 
SpeClO]IStS who perform dutles under eogn!zanoe of the Bureau of 
Supplmos and Accounts for practlcally thelr entlre permed of servlce 
in the Navy. 

Revolvlng Fund Another important basle factor governlng 
the Navj methods of supply ~s the development and use in its supply 
system of a revolvlng-fund method of flnanclng. I mean by thls 
the use of ~vhat Is celled the Naval Supply Account Fund and !ts 
corollary the Naval Supply Account to flnanco the purchase or m~nu- 
facture and the holdlng in stock of matorlal awalt!ng is~uo for use. 

-4- 



The Naval Supply ~ocount Fund comprmsos funds mn the 
Treasury of the Unmtod Stttcs whmch have boon spoclflcal]y sot 
aside by oct of Congress to fmnencc the purchase of supplmos 
and materials for general issue ss ~ charge to ny Na~ appro- 
priation. ~$cn natormal ms issued for uso~ the proper appro- 
prk~tion ms charged v~th the cost of the mctorlal e~d the Naval 
Supply recount Fund crodltod - the money then bolng cvamlablo 
for the purchase of more natorlel ~rlthout any restrictions 
except that material purchased must be an lieu or mto~s thct 
the N~vy is authorized to issue as a charge to a Nev~l appro- 
prlatlon° Thzs fund, then, is vlrtu~lly a rovolvzng, working 
capital fund. 

As a subsidiary to this fund there is the ~ ~v I Suoply 
recount, a propor~y account on the books of the Nsvy mn v~hlch 
pzopcrty ~ccountsbility ~s uamntainod for ~i! matorT~Is for which 
p'ymont h~s boon mode fro~ the Nav~l SuL~ply ccount ~und. Note 
carefully the dlfforonco botv~oon the N°v~l Supply f ccount Fund - 
money on tno books of the Treasury - o~d the Tsval Supply ccount 
the property ~coount v~horomn ms ccrrmod ~II matormal fmnanccd by 
the fund untml ~ ssuod for use. 

Under the procedure of contrallzod storage the Uov~l 
Supply ~ccount Fund actuelly is the inventory of ~II co~n~on notorma]s 
and supplies hold by the ~T~vy for general issue, ~vl,cther in stor< 

afloat or in store ashore° On Juno 30, 1934 the stock on hand 
in %hls account totaled approximately $45,800,000, ~nd the cash 
bslaneo zn the Naval Supply ~ocount Fund ~qs spproxlmat~ ly @28~400,000 - 
the total of thcse t~vo bomng I~74,200,000. 
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Transactlons mn thls account durlng the flsca! year 
1933-1934 arc s~umarmzed as follows 

Thous~ds of dollars 

V~luo of fund July I~1933 
Less - Decreases mn fund f] scal year 193A- 

By sale 64:4 
By survey and prmco qdous~nont 1,860 
By invent cry 30_ 
Doflclonclos charged to fund durlng yo r ~, I~ 
Translerrod to Incroeso of the kTavy 8,000 
I 0% charges GAO settlements I~ 

10,561 

88,218 

Incrossos in ~uud durlng f!scal ye~r 193A 
• ransportatlon costs ovorabsorbed 62 
Go!ns, dlseounts, l!qumdatod damages 167 
~Iscell~noous 59 

ppropr l a tmons  . , ,2  

IIet doerocso 
V~ lue  of  ~ m d  6/30/3~ 
~ c c o u n t s  p~yablo 
Contlngcnt L1abll!ty 

Total 

290 

10,271 
72,9A7 

953 
260 

74,160 

The Bureau of Supplmos and ~_ocounts admmnlstors the Nsval 
Supply fccount Fund and the Navel Supply Account, and ms partmcu- 
larly csroful to see that the stores account ms kept Izquzd, bhat 
ms, not loaded up wlth damd or slow-mov!ng stock. The use of th!s 
rcvolvlng-fund routlno releases current annual approprlot!ons fron 
charges untll mctorlal is actually used, flnancos s klnd of wnr 
reserve, f~cllltatos consolldatod procurement of matorlal, and 
enhsncos the nob11!ty of the fleet through the molntonanco of stocks 
for current needs and immodlato Issue qt str~toglcally lccctod shore 
4opots. 

The hmstory of thms Fund and Account ormgmnatos v~th the 
_ct of l%rch 3, 1893 whmch sot qsldo ~?00,000 os q fund for the 
express purpose of pernmttmng procurement of ordlnsry suppllos ro- 
qumrod for the several bulo~us of the N~vy, mn such quan%mt~os ss 
to pormlt oconomlcal purchase wlthout rognrd to the immlt of %nnu%l 
spproprl%tlons, and to provldo a stock avollable for pror~pt issue 
to ony bureau roqulrlng it. Slnco then throughout many ch%ngos In 
slzo and use the central Idea has romslnod %he saree. 
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It should not be assumed, however, that all purchases of 
Navy matermal are cleared through the Naval Supply Account Fund. 
You wmll note that I stated that lmqumdmty of the Naval Supply 
Account ms mmportant~ Because of thms and also because the fund 
ms lmmmted mn s~ze, specmal materzal of hmgh value or zn danger of 
qumck obsolescence ms usually purchssed as a dmrect charge to an 
approprmatmon. Technmcal ordnance, avmatmon, and submarzne materzals 
are ordznar~ly purchased and pamd for dmrectly under the approprmatmen 
concerned. 

The relatmve use of the Naval S~ply Account Fund to 
flnance purchases and that of purchase dlrectly under an approprzatlon 
ms indlcated by the follovmng table whlch summarlzes for the fzsc~l 
year 1933-34 the t2ansactlons zn the Naval Supply Account, through 
whlch all purchases of materlsl fznanced by the Fund are cleared, 
and the Appropr!stlon P~rchases Account, through ~!ch all n~terlals 
(spec!fzcally m~terlal that ~ll be hold ~n store swamtzng zssue - 
thms does not mnclude purchases of shzps) purchased as a dzrec% 
charge to the appropriation are cleared. 

Hmllmons of dollars 

Stock on hand July I, 1933 
Recezpts July I, 1933 %o June 30, 1934- 

~rom purchase  49 .5  
~ro~ monufacture 13.6 
'~Iscell~neous sources 1.7 

Expended July i, 1933 to June 30, 1934- 
For use and to manufacture 27.0 
For shlps 3~.8 
To A.P.L. 2.7 
!hscellaneous 3.6 

Balance on h~nd June 30, 1934 

48.4 &85.7 

18~8 
13.7 

6~.8 51.7 84.2 
113.--~ 569.9 

68.1 
45.1 

113.2 

18~2 
48.4 

13.0 79.6 
490.3 
569,9 

It wm!l be noted thab qlthough the ~nvcntory of stock on 
hand zn the ~pproprlatzon Purchases _~ccount ms many tmmos ]argor than 
th( mnventory of n~torm~l mn thc Ncval Supply ~ ccount, the actmvzty 
in the latter account is approxzmatoly the sa~o - hence the rst< of 
turnover zn the Naval Supply ~ccount is much faster than in thc Ippro- 
prlotlon Purchases . ccount. Thls is ~ccountod for by the foct t~ t the 
pproprlation Purchqscs I ccoun£ !nvontory includes nany ite,~s of h!gh 

value, such os ordnsnco ~tcrlal, in store end includes else the 
v'luo of reserve supphos o~ ordnc~co natormal zncludlng ~rmmn~tlon. 
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For those of you who have s further interest mn the 
study of the Naval Supply 5ccount Fund method of flnanc~ng 
purchsso and n~nufacturo of m~torlals for stock I recommend 
study of pages 20 to 2@, Incluslvo, of the Report of the Pa~uastor 
General of the Navy for the flscal year 1919 and of the provlslons 
of the ~ct of ~.arch l, 19~l. 

The followlng data analyzing zn part the value of 
m~termal mn store zn A.P.~_. by classes nay be of interest mn passlng 

Stores 
Class 

l, Guns 

2. Small ~ms 
5. H!nos, torpedoes, bombs, etc. 
~i ~ JYKqlUHlt 1on 

16. Radlo & Sound L pparatus 
20. Submarlno materlsls 
49° ~!roraft, ooronautzc apparatus and parts 

Value of mator~al mn store afloat 

NS2 7.& mllllons 
~A 6.1 " 
CSS 1.3 " 
n~nunltlon 29.4 " 

V~lue of oqumpment mn use - 6/30/3A 

Orduanco $130,743,000 
~oronautmcal 33,400,000 

Mlllmons of doll~rs 

119.3 
5.3 

75.3 
162.2 

2.~ 
3.4 

32.0 

The NS,~F is not the only fund of thms type used by the 
Navy. Purchase and storage of items of c]otblng !s flnanced bv a 
slnll~r fund called the Cloth!ng and S~ll Stores Fund. On Juno 30, 
1934 the Navy hold In storage under %hls fund items of clothlng 
~nd clothlng materlal valued at $7,600,000, the cash balance ~vas 
~7,980,000, and the issues mode durlng the year amounted to 
@2,041,000. The stock of mator!al on hand then would at the out- 
break of an emergency provldc a slx months, supply for a Navy 
personnel of approxlmately 135,000 plus orlglnal outflts for 
60,000 recruits. In addltlon orders could be placed imqod1~tcly 
for an equal amount wmthout wo!tlng for an approprlatlon. 
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Censo!idctmen of requlrc~cnts The thlrd snd last 
basic factor influcnclng the supply s~stem is that of censolldatlon 
of rcqulremcnts for purchase. You w~ll sppreciate tDat the v~rleus 
bureaus have need of idontlcal items of material !n the performance 
of functmons asslgned. Contra]izatlon of storage of mater!al, 
to~cther wlth the use of the fund mcthod of flnanc~ng matcrlal ~n 
store consolidates the rosorvomr of matermals malntamncd %o moot 
those needs. The adv~tnt~ge of buymng on a l%rgo quantlty basis 
makes deslrablo the %onsolmdatmon for purchase %s one quantmty 
the entlro Navy's needs for all miens m~sof~r as thms is practmcablo. 
Thms the Navy acconplmshes by means of mrs stock roplonmshnont 
routmne. The m~thods used will be expl~mned xn some dotazl during 
ry descrmpt~on of the operation of supply. 

The use of the rovolvlng fund method of fmnancmng the 
purchcso and storage of r~ater~al is ss !mportant to the o lvsnt~geous 
consolmdat!on of roqumrc~onts for purchose as ms the centrslizatmon 
of storage and purchase. The rovolvmng fund, centralized purchsso, 
consolz@atod purcbcse, snd centralmzed storsge ~I] arc mntordcpondcnt, 
the full value of each not being obtainable mn the absorco of the 
others as a part of a supply system. 

Thms concludes my dzscussmon of ~at I hove chosen to 
dosmgnatc as basic factors influenclng Navy Supply routmne. 

Assignment of Responsibility 

Let me dmroct your attention now to the next topmc in my 
general outlmno, that is, the asslgrm~o~t of responszbmlmty for vsrmous 
stops in matermal supply. To ass!st you zn thms dmscussmon ! have 
prepared a synopsms of that assmgr~nent. Thms ms appended as Cn~rt ".." 

Requlrements-Speciflcatmons You will note that the first 
stop ms the qualmty of defmnmtlon of requmrenents by specmf~c°tmon. 
You have studmod the assmgnmont of functmons to the emght bureaus of 
the 6avy Department, and you have hod mt described mn I dnmral 
Johnson's lecture. 

Lot me recall to you, in conncctlon with thms step mn the 
material supply cha!n, the following pro~!szons of l~rtlcle 398 (8), 
Navy Rogulotlons 

"Each bureau shall detormlne upon and require 
for or have ~nufactured sll material, apparctus, 
tools, stores, fuel, transportatlon, offmco supplies, 
and applionces of every kind needed mn carrymng out 
mrs duties, as horomnafter defined." 
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In other words, each bureau dotormmnos upon the charactcrzstzos 
of the ~torlal that wmll be roqumred ~n the carrymng out of mrs 
dutzos as they are dofmnod by ~rtlcles of the Navy Rogulatmons 
subsequent to the one quoted above. 

Thms matter of rosponsmbmlmty for spocmfmcatmon of r~tormals 
rcqumrod ms also mnfluonced by the ~ordmng of approprlatmons 
whmch Congress makes each year to defray the cost of performance 
of the partmcular dutmos ond functzons for which the buresus are 
responsible For cx~io, the follov~ng q~ot~t~on fret the appre- 
pzm%tmon m%do for the Bureau of Eng~noermng for the fmscal vcar 
oude@ Juno ~0, 1985 establishes or dofmnos kmnds of m~ter~ol 
~mch may be charged agomnst the approprmatmon for thor bureau. 

For ropalrs, proservatlon and renewal of 
machlnery, auxml!ary machlnory, and boilers of 
n~val vessels, y%rd craft, and shlp's boats, dls- 
t!lllng and rofrlgoratmng appsratus, ropalrs, 
prosorvotlon, snd renewals of electric mntermor 
and exist!or slgnsl communicatlons and ell oloc- 
trlc~l ~ppllancos of whatsoever nature on boord 
n~val vessels, except range flndors, battle order 
and range transnlttors and indlcators, and motors 
and tholr con~rolllng apparatus used to opersto 
machlnory bclonglnN to other bureaus, soarchllghts 
and fmro-control oqulpmonts for antl-alrcraft 
defense at shore statlons, m~Inton~uco and opera- 
tlon of oo~st smsnal scrvmce; oqulpago, supplles, 
ard r~torlsls under the cognlz~ncc of the bureau ro- 
qumrod for the m~intenanco and operotmon of nav~l 
vessels, yard craft, and ships' bests, purchase, 
• nstallat~on, ropalr, and prosorvstmon of machinery, 
tools, ~nd applm~ncos mn navy yards and ststlons, 
accmdent prewntlon, p~y of class!fmod fmold force 
under the bureau, Incmdental expenses for naval 
vessels, n~yy yurds, and statlons, inspector's 
offlces, the onglnoerlng experlmont statlon, such 
as photographlng, technmcal books end porlodlcals, 
sta£monery and instruments, services, instruments, 
n~ch!nes and aux~llar~os, apparatus, and supplles, 
and tochnmcal books and oorlodmcols necessary to 
c ~rry on oxpermmontal and research vrork, nalnton~nce 
~nd oqulpnent of bulldlngs and grounds at the ongl- 
noer~ng experiment statlon, f~napo!~s, ~ryl~nd, 
payment of part tlmc or ~ntorm~ttont employment mn 
t~o Dmstrmct of Celumbma or ~ lscwhoro of such scmentzsts 
~nd tochnmomsts ~s msy be contracted for by the Secretary 
of the Navy, mn hms dmsoretmon, st a rsto of pay not 
exceeding I~20 per d~e~ for shy person so employed, ~n 
%ll, $18,~,OOO o . . 
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From those appropriation wordings, and the bureau 
rosponslbillty defined by Navy Regu!~tlons, there is developed 
~t ms k_uown as a Classification Index of Naval Stores and 
Yatorial. This index, a publ{cation of the Bureau of Supplies 
and ~ ccounts, attempts to llst all items of material that are 
used by ships and aircraft of the Ncvy, end indlc~tes for each 
item the buroeu appropriation thst nay be chsrgod with the cost. 
Since the regulation previously quoted prescrlbes that each 
bureau "shall dotormlno upon" z~terl~l used in its assigned 
functioning, and appropriations are grantel to defray the cost 
of such uaterlal, this publication, indicating as it does what 
items of material nay be charged to bureeu appropriations, also 
establishes that which is commonly called tochnicel responsibility. 
This includes responsibility for the proper speclflcation of the 
~aterial and for the conduct of all the r~ttors of research, 
dovolopraent, exporlr~ntatlon, end knowledge of industrial develop- 
~mnt ossentlol to the spcclf~cstlon of an item best suited to Naval 
needs. 

For example, w e  fmnd in %hls index, "fmomonotors, masthead," 
listed as an item under the Bureau of N~vigation column. Thiz in- 
dicctos the Bureau of Navigation responsibility for specifications 
for this item. l~o also find in the index many items thor n y be 
issued and charged to t,~ or nero bureau appropriatmons, for example, 
'klcohol, donat~rod," msy be issued and charged to the ~ppropmiotion 
of all bureaus except the Bureau of Supplies and Accounts. Technical 
sponsorship for such itor~s is est~blishod by the Nsvy Department 
Specifications Boa~ d wherein, by ~uutual consent of bureau repro- 
sentotives, such sponsorship ms assigned. In the case cited 
~ponsorshlp for Alcohol, denatured, has been assigned to the Bureau 
of Ordnance. After such assignment !t beeches the duty of the 
sponsoring bureau to conduct all the necessary work in the development 
of the spocmficetlon, and obtaining its approval by other bureaus 
concerned. The co~position an~ duties of the 3Tavy Departn~nt 
Specifications Bo~rd are shown in the uonograph "Lows and Pogulations 
Pertaining to the Navy" which you have as o reference. 

For items not mncludod in the Closs!flcatlon Index, 
technical responsibility is determined in the sere v~y es for 
items listed, that is, on the basis of bureau assignment of res- 
ponslbillty and approprlatlon authorlzablon. 

It may be well to note at this point that the #mvision of 
duties ~1ong the b~renus of the i~avy Department ms not prlmermly 
along co~odity lines. Rather it is in accordance with the gonorol 
divisions of a ship. Shlps must nave hulls an@ all that portelns 
to building, equipping, anl maintalning the hulls is the function 
of the Bureau of Construction and Repair. They must have propulsion - 
this ms the duty of the Bureau of Engineerlng, they must have 
armament - the Bureau of Ordnance, they must h~vc aircraft - the 
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Bureau of foronaut~cs, they must be navmgated - the Bureau of 
N~vmgatmon, they must have personnel - the Bu~ eau of Novmg~t~on, 
the personnel must be clothed and fed - the Bureau of Supplmos 
and ~ ccounts, the health of the personnel rmst be looked offer - 
the Bureau of Mod~cmno ~nd Surgery, the Navy must have publmc 
works and publmc utmlmtmos on shore - the Buroou of Yards and 
Docks. It ms purely mncmdontal ~hon thms dmv~smon of duty con- 
forts to some usual comnodmty classmfzc tmon or technmcal 
spec~al~zatlon. 

In summary, may ! say, *hen, that the tochnmcal ros- 
ponsmbzlmty for r~tormal ms dofmnmtoly assigned to varmous bureaus 
on the basms of mrs requmromonts for r~termal zn the porfornonco 
of the functmons for ~ch they are ~ado responsible by N~vy 
Rcgulatmons ~n¢ for ~mch appropr~atmons have been r~do by Congress. 
Th~s tochnmcal rosponsmbmlmty mncludos all the work of spocmfmca- 
tmon, the fmn~l for~ of whzch, however, must be satmsf~ctery to 
the purchcsmng agency - the Bureau of Supp~_os and ccoun~s ~nd 
mrs fmold roprosont~tmvos - sznco spoczfmc~tmons must not be so 
drawn as to prevo~t complmonco wmth purchase laws and rogulstmons. 

Roqu~reT~onts-~antlty. Wc wlil no~ turn to the next 
sub-hood under Roqulre~ cnts ('Chart A) "0uantlty detormTnotlon°" 
There ms not uuch that need be sald regarding th t stop. Briefly, 
the us!rig ~ctmvlty and/or the rosponslblo bureau makes thms 
dctormlnatlon, the one iYportont varlat!on to thls general rule 
be!rig wlth respect to items c~rrled in the Novel Supply Account. 
The dcclslon in those c~sos is a functzon of the Puroa~ of Supplles 
an ~ ~ccounts and its fleld sgonc!os, the quantlt!os acqu!rod of any 
item belng governed by msny factors, among ~rh~ch are prospective 
r~tc of use, ~oopmng qualzty of the zten, tmme require4 for pro- 
curemont am~ ~ dolmvory, end market cond~tmons. Note sg~n that 
th~s revolving-fund mot~od ms used ~n order thct purchase of 
or0mn~ry supplmos requmrod ~ay be made ~n such quantmtmos as to 
porto% econommcal purch: so v~thout regard %o the lmnmt of snnual 
~nproprzatzons, ~nd to provmao a rosorvomr of necdo@ stock fcr 
l~%~odlatO issue when roquzrod. 

Requmromonts-Tmno and Place As to the next stop, the 
lotor1~mnotlou of the tlro end pl~co of roqumremcntso thms ms slso 
a prorogstmvo of the usmng actmvmtyo 

cqumsltmon-~%nufaoturo The noz% ma3or dmvmslon of the 
m°tcrmsl supply chqin ks qcqulsm%mon, ~nd for thms stop throe 
general methods hero boon llstod. The fzrst of those ms acqumsmtmon 
by manufacture. Roforrmng back to the quotation of Art.393 (8) 
N~vy RoFulatlons, zt wmll be remembered thst th~ ~ uty sssmgnmont 
to b~rcaus, spoclflod by thst rogulatlon, Includes in each case 
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rosponslbmlmty for such productmon of the natorla!s used in thomr 
specmal fmold of cognmzanco as ms attempted by the Navy~ hence 
wc have a Naval Gun Factory ~nd a Pc~dcr Factory operato~ by the 
Bureau of 0rdnancc, the Na~al ~mrcrsft Factory operated by the 
Bureau of ~oronautmcs, the Naval Clothmng Factory operated by the 
Bureau of Supplmos ~nd Accounts, etCo No further dmscussmon of 
thms stop ms behoved nocossory. 

~cquls}tlon-Purchaso The next step then becomes, by 
reference to the Chart, 'h~cqulsltlon by purchase." Per the pur- 
poses of thms dmscusslon t~ vrord p~rchaso means the procedure 
of aSvertlslng for blds, evaluatlng b!ds, nsklng awar@ to the 
successful blador, and prop~rlng and slgnlng the contract for 
nctorlal. It does not mucludo the wo~k of prop~rlng spoc!f!catlons 
or of inspectlon of the uatorlal rocolvod. 

Smnco your references mn the c~rront problem oxp!amn the 
~ssmgnnent of dutmos mn thms fmold of act!v~ty mn some Iot~ml, 
thms dzscussmon ~II touch on mt but slmghtly for the purpose of 
onphasmzmng mnportant points 

First ~II authormty to purcg~se and contrsct 
for sorvlces and supp!ios of the ~[avy is 
vested in the Secretary of the Navy by 
Sectlons 417 ~nd 3714 Rovlsod Stotutos, 

Second ~ctlng unaor the authorlty granted by 
Soctlon 419 R.S. to d~strlbuto the bus!moss 
of the department !n such manner as he shall 
doom to be oxped!ont and proper, the Secre- 
tary has dlstrmbutod that purchase authorlty 
as follows: 

(a) Ho has reserved for hmmsolf the authormty 
to smgn contrscts mn largo projects. In 
thms reserved group, the Bureau of fsrds 
and Docks arranges for hms szgnoture the 
the purchases for publmc works, the Bureau 
of Ordnsnco arranges for cort~mn artmclos 
of ~rms, ~unmtmon, and gun forgmngs, the 
Judge dvocstc Gcnorcl srrcngos purchases 
of lands, bumldmngs, vessels, and cortmmn 
oqumpmont mnvolvmng the labor of Installa- 
tzcn, and arrcngos msttors portalnmng to 
the ch~rtorlng of vessels for other thsn 
c~rgo purposes. 
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(b) He (the Secretary) has delegated to the 
Ps~uaster General, as Chmcf of the Bureau 
of 8upplmes ~nd ~ccounts, the purchuse 
functmon mncludmng authorzty to smgn 
contracts for all other supplmos and 
nator~al. 

Thzrd The~authormly of the Pa~uastcr Genorol has 
again boon delegated under certamn admmnms, 
tratmvo rostr~ctmons to fmeld actmvmtmes. 
~on offmcers of the Supply Corps are on ~uty 
mn~ or roqdmly accossmble to, fmcld sctmvmtmos, 
those purchcso functmons are excrcmsod by then. 
The actual pfaotmcc mn thms purchase procedure 
v~be descrmbed mn more dotamlinny Imscussmon 
of ~ho operation of supply. 

\cqu!sltlon-Transfor 1~ero acqumsmtmon of m~ter!al ms 
to be by transfer, the next step shovm on Chart ~, orders covering 
such transfer are placed wlth other govornr~ont dopzrtnonts ~nd 
a,~Inlstorod in o n~nnor smmmlar to the procedure for scqulsmtmon 
by purch~sco ~mth reference to transfer of mstcrm~ls bch~con 
bureaus of the Navy Depsrt~ont, mt ms mmportsnt to note tbst all 
~%ormal hold mn store by the Navy ms avaml~ble for gonorsl use 
whether mn N~vsl Supply ~ccount or Approprmatmon Purchases ~ccount 
except mn ease of certain materials whmch have be~n p~zd for by 
~ppropr~at~ons of the Bureaus of Ordnance and Aeronautics. 

Inspect!on Passlng no~ to the next d!vmsmon of mator~al 
supply, ~o fmnd that Navy inspect~on may be condt~otod st o!thor 

(i) The pC!hi at vrhmch naterlal ms flrst 
received by a naval actlvlty, or 

(2~ The point of fabrmc~tlon. 

If znspectlon ms to be at polnt of fmrst rocolpt by a nav~l actlv~ty, 
the supply department of that actlvlty, on rocolpt of the m~terla!, 
notlfles the dop~rtnout of the local aCtlVlty whloh has the technlcal 
fac!lltlos and kno,~odge necessary for the qualmty mnspeetlon of 
*he n~tor~al and requests that the necessary inspectlon bc node. 
Ssmplos nay bc sent to the Euglneormng Expor!ment Statlen or other 
polut ~oro tostmng facllmtlos are aw~l~blo. 

Inspectlons at the polnt of m~rufacturo, when thls type 
of Inspectlon is consldored doslrablo, arc conducted by ~ flell In- 
spoctlen sorvlco whmch has been organlzod for thms purpose. ~t each 



shmp yard where naval vessels are bumldmng, Supermntendmng Con- 
structers, Inspectors of ~ch~nory, and Inspectors of Ordns~ce 
are statmonod to perform the mnspoctmon functmon. Inspectors 
of Navsl ~mrcrsft sro statzonod mn each locahty whore mrportont 
contracts for the constructzon of amrcraft ~ro lot~ 

In addltlon to these inspectors ass!gnod by rosponslb~ 
bureaus to perform duty for them on ccrtaln l~rgo contracts, the 
Navy ~alnt~mns an ~nspoct~on organ~zatmon ]<hewn ss the Fmold In- 
spoctmon Sorvmco. For thms sorvmce the Unmtod Ststes ms dmvmded 
mnto twelve ~nspoctzon dmsbrmcts. The headquarters of eoch dmstrmct 
ms usually located mn the lorger cmtmos or mn~ustrmal centers of the 
d~strmct. Spoc~fmc~lly they are at ~tlsnt~, Bethlehem, Boston, 
Chmcago, Cmncmnn~tm, Hartford, Now York, Ph~]adolphma, Pmttsburgh, 
San Francmsco, Schenectady, and Scuttle. 

General achllnmstratmvo suporvmsmon of end responsmbllmty 
for those mnspoctmon ~] strlcts h~ s boon ass] gnod by mutual agree- 
~ont to one of the buro%us o~ the I~%vy Department. For exsr~Io, 
the Burosu of Constructmon ~n4 Repamr hss geuorsl supervmsmon of 
the dmstrmcts wmth headquarters st ~lant%, Boston, Phll~delphma, 
Pmttsburgh, end Seattle. 

E cI~ mnspoctmon dmstrmct ms %dnmnmsterod by c n~Lval offmcor 
dosmgnatod os Inspector of Naval ~%tor~al. To asslst hm~u he has 
throe prmnompal c]assos of personnel Those are 

(I) Cor~mss~onod offmcors whose tramnmng and 
oxformonco qualmfy them for thms duty, 

(2) Cmvmlman inspoctors~ snd 

(3) Laboratory personnel for r~akzng chermcsl, 
physmoal, ~nd net~llurgmc%l tests. 

Each dmstr~ct ms harmed ]~ith offlcor ~nd Clvzlman personnel trolre@ 
to mnspoct the types of n~tor~al procured mn that dmstrmct, and ms 
oqumppod as nocossdry for the tostmng of these r~a£ormals. 

Offlcos of Rosmdont Inspectors wzth sm~mlar effmcor 
personnel and eqump~ont are often ststmoncd st other polnts ~hcro 
the volume of work justlfmes. These offlccs of Rosldent Inspectors 
%re under the general control of the Inspector of Navel ~rctormql 
for the d~s%rmct mn wh~ ~ located. E~h of~co~ nerfor~ing Inspoctmon, 
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A purchasing offmcor placmng an order or awardmng a 
contract on whmch fmold mnspoctmon servmco is roqumred, forwards 
a copy of each order or contract to the proper mnspoctmon offmco. 
Thms ~s all the mnspoctcr needs to stsrt hls performance of the 
lnspoctlOn~ 

In general, the bureau havmng tochnmcal rosponsmbmlmty 
snporvmsos the mnspectmon, although the fmeld mnspectmon service 
ms not organmzod on bureau lmnos. The cost of r~mntoncnco of the 
fmold sorvmco offmcos ms shared 3olntly by the bureaus mn propor- 
tmon to the volume of busmnoss mn each d~st~ct whmch ms mncmdont 
to the r~atormal of their cognmzanco. Offmcors assmgned to th~s 
mnspoctmon duty almost always arc off~cors of the l~no or staff 
corps who have specmahzod by t~mng one of the several tochnmc~l 
postgraduate courses of tr~mnmng whmch the Ncvyprovmdos. Each 
offmcor porfornmng mnspoctmon, does so as the roproscntstmvc of 
the bureau havmng tochnmcal cognmzanco of the m~tormal and ms 
answerable to that bureau for proper performances of that function, 
regardless of corps spoc~]~zot~on or other ~ffmlmat~on. 

Although the prmnary functmon of the nav~l mnspoctlon 
servmco ms the Inspoctlon of naval matorlal, nevertheless a groat 
do~l of n~tcrmsl for order brc~chos of the Federal Government ms 
mnspoctod as wollo Botvoon 30 and ~0 per cent by value of mctormal 
bomng mnspoctod is for other th~u navel actlvmtleSo The cost of 
F~el@ Servmco mnspectmon durmng 193A averaged loss than 1 per cent 
of the total cost of the mqtormal mnspoctod° 

Payment Payr~ont, the next step in the natormal supply 
chc!n, ms relutlvoly unmr~ortant. In your study mt ms of interest 
to note, however, thor beccuso of the use of the revolvmng-fund 
method, much of the payr~nt, insof~r as bureau qpproprm~tlons are 
c~necrnod, ms merely an accountmng tr~nsactlon on the books of the 
N vy Dopartnont~ Payments under contract mnvolvlng the dlsbursomont 
of publlc funds are slwoys made by sn offmcor of the Supply Corps 
except In a few cssos where mt has bean nocosssry to doslgn~to 
spoc!al dlsbursmng ~gonts such ms ~t offmcos of Nqval attcchSs ~nd 
on small shmps opcratmng mn remote plqcos. 

Storage and Dlstrlbutlon. The flnel stop mn the m~torlal 
sup#ly ch~in, storage ~nd dlstrlbutlon, Is of interest in thls dls- 
cusslon only Insof~r as the management of thls stop ~ffocts other 
stops mn the routlno. Stc~rogo nnd dlstrlbutlon of nctorlal, except 
fnr ~odlc~l steres and ~%r~uunltlon, has boon ~ssigncd as c functlon 
of the Bureau of Supphes ~nd ~ccounts. The w~y in whlch Nnvy 
operatlng condltmons have contrmbutod to thms centrallzatmon of storage 
in the Navy has boon doscrlbod. Thms means the% ~t Navy ycrds end 
statmons an offmcer of the Supply Corps of the Ncvy ms, under the 
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dmrootmon of the Co~mndont, dotamlod for duty as supply officer 
~n chcrge of the Supply Dopartmonto The supply off moor has charge 
of the roccmp%, custody, shmpmont, tr nsfor, snd mssuo fro~ stores 
of ~ll supplmos, nstormsl, nanuf~cturod ~rtmclos, ~d all other 
articles sub0oct to ~nvo~ce. S~Icrly on board sh~p ~ supply 
officer, the sonmor offmcor of the Sup~)ly Corps attochod thereto, 
has charge of the procurement of stores ~nd materiel for the shmp, 
the namnton~nco at ~ll francs of suffmc~ont stores of n~tor~l nnd 
supplmos, and the accountmn~ and custoSy of ~ll ~tormal not mssuod 
for use except fuel, a~unmtmon, end }~ormro Corps on@ nodmcsl stores. 
On shmps not carrymng offmcers of the Supply Corps, such ~s des- 
troyers, sub~rmnos, and other sn~ll craft, supply functzons ~rc 
porfornod by the com~nd~ng off,cot ~nd the hods of the refocus 
shmps' dop~rtmonts. Those off racers ~vhmlo so actmng, ho~mvor, ~ro 
agents of the P~y~stor Gcncrql of the Ncvy sub3oct to the ~nstruc- 
tmons pronulg~tod by hmn for the 2orforr~qnco of thins duty. 

Thzs contralmzatmon of storsgo ms ~n essential olo~nt 
~ the Navy system s~nco the full bon<f~t of consolidated #urcb~so 
of requ~roz~onts could not be as re~dzly roslmzed wmthout mr. It 
has other adv~ntsgos not of special zntorest zn th~s study 

Opor~tmon of SupDly 

In an attempt to clcrmfy further the Nsvy nsuagonont of 
supply, the opor~tmon of the supply routmno ~xll be dct~m~ ~ ~n th~s 
part of the dmscuss~on. Ch~rt B, sppondod, hcs boon developed to 
amd mn follo~mng the doscrm2tmvo dmscussmon. 

Stsrt!ng wlth the shlp, v~hlch Is in foot the polnt of 
orlgln for ell needs for ratorlal, it ~lll flrst be noted by 
reference to the C]~qrt that the shlp's orgonlzatlon couprlscs seven 
do ~rtnonts namely, Navlg~tlon, Ordnance, Enblnoorlng , ivl tlon, 
Constructlon, Supply, end J[odlcal. The dutlos of those c~opartments 
wlth respect to oporqtlon, upkeep end nalnton nee on bocrd shlp 
corros±oond to the asslgn~ont of 3urlsdlctlon to the vsrlous burosus 
of the Novy Do2~rtnent concerned wlth shlpboard ~vork. In the order 
shlp's departnonts are n~nod above, those bureaus are the Burosus 
of N~vlg~tmon, Ordnsnco, Engmnoormng, Aoronsutmcs, Constructmon ~nd 
Rcpomr, Supplxos ~nd ~,ccounts, and ~o0zcmno ant ~ Surgery. 

Buzoau control of the use of n~terlal on board shmp by 
the v~r1~us shmps' dopsrtnents n~cd is exorcmsod through the ~odmun 
of ~llowcnco imsts and ~pproprmotmon allotnents, llo~uuco imsts 
for o~ch shmp ore propqrod by c~ch burocu end govern the use of 
m~tcrmal by spoc!fylng the micas that ~ay be mssuod sbo~rd ship as 
a chsrgo ag~mnst buroqu ~pproprl~tmons, ~nd mn the c~se of equip1 cnt 
Ito~us the qucntmtlos that nay bc placed mn use. ~4~proprlotmon 
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ollo%monts qro gr~ntod o~ch shmps' do~,ert~ont by the approprm~to 
buro~ to c~vcr the ostm~ ted norn~l olor~t~ng costs of thor do- 
porte,out for ~ graven Defined of tmno. These allotments ~ro 2ublmshod 
~n ~enorcl Orders, ~ro cumul~tmvo, ~nd noy be mncrcasod when 
~rr~nted by appl~cqtmon ~nd oxplanotmon to Fleet or Force Ccu- 

It is the duty of the shmps' supply officers to see thott 
the n ter~al requmrononts cf the shmps' dcportmonts ore r~ot by 
~ssurmng the presence on bo~rd of %n ~¢"oquato supply of tho~oom~ 
sur~blo natorm%l allov~od for uso~ subject t~ ~ the l~n~totmon of 
storq[o spsco, and by procurmng for the shreDS' de~crtnonts the oqump- 
nont ~:hmch the proper bureau has qllo~od for use on boa±'c ~. In order 
~or~s, the sh~p~s supply dcpartnont, under the 8mroctmon of the 
suably offmcor, ms the shmp's dop~rt~cnt st~ro whore oa~h ~op~rtmont 
has ~ credit ag~mnst whmch nay bc charged b~o cost of mrs nstor~cl 
roqumrcnontso fs ±n the cqso of a do~ort~o~,w store the shmp's 
su~ply ~ff~cor, corros~on~ng to the ~an~gc,~ ~mst ~nsuro ~oquoto 
st~ck to hoot the needs of hms custonors, the sh~p's @o~ortmonts, 
and mn the mntorost of oconory nust wqtch c~rofully hms stock turnover. 
He c~nnot holS ro~ucoS price solos to dmsp~so of slow-nov~ng miens. 

In obt~mnmng thms ~tcrm~l the suffly officer h~s ~at 
nlght bo c~lled "scc~n@qry" sources of supply ~nd "prlnciDal" sources 
of supply. The sccnn@~ry snurcos of supply are. (i) Open purchase 
in the case cf ~tcr~sls ~f sm~ll voluo an~ ~n o~scs of e~crgoncy, 
(2) the supply f~cll]tmes of the fleet tr~zn, on@ (3) excess stock 
on other sh~ps. The prmnomp~l sources of supply sro~ Supply 0op~rt - 
]u~nts on sh~re that h vo boon assmgned duty ~s central suF±)ly sources 
to mcmnt~mn st~cks of r~tcrlal for l~suo to shmFs an~ other shore 
st tlons. It ms ~ith these sources th t the ship's su?ply offlcor 
pl cos 0r~ct!c lly ell of hls roqulrononts for nstorl~l f~r the shlp. 
These roqulromonts are usuclly the ones orlgmn~tlng fro~ bho shlp's 
use of nqtorlol ~s authormzod by the ship's allowrncos, in whlch c~sos 
no ~p royal of a bureau of the N~vy Deportment or other agency ms rc- 
qumrod before a shore supply source tokes ~ctmon to fmll the roqumro- 
nonts. Control of the quantmty used ms mnsurcd by the allotnent 
systcn. Control of the quantity storo~ ~s mnsurod by the physmc~l 
l~n~t t~ons of stor~go space qnd administrative regul~tmon° 

Roqumrenonts do ormgln~to on be rd shreds for retorts not 
covoro8 by shmps' allov~nco imsts, in ~vhmch ccsos the requmsltmons pro- 
p~rod by the supply off leer bear nototlon of thms f%ct, oa~d they are 
referred to the shore supply source ~horo mnforn tlon ~s to whether or 
not the item ms mn store is added. The roqumsltmon ms then forw~rded to 
the ~ roper bureau of the Navy Dop%rtnont for aD~roval or dmsa proval 
of its issue to the shlp. 
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It ~s v~orthy of note st thms pomnt thor consolmd~tzon 
of Navy materlal requmrenonts stcrts ~t the point of ormgmn of 
need for the r~torm~l, smnco the shmp's supply officer combines 
• n h~s storage and ~n h~s requests for matermal the needs of all 
shmp dep~rtnonts. ~{any mtons of Navy materiel ore issued for use 
on boord ship mn the actmvmt~os of t~o or more sh~ps' dep~rtmonts. 

Turning then to the shore-supply cctlvlty and mrs place 
• n the Navy supply system we f~nd that the supply departments of 
the large No~jyords mn the contlncnt~l Unmtcd States, and the 
N~vy Supply Depots ~t Hompton Roads and S~n D~ego, an¢ the supply 
doportuonts of the Navy Yards ~t Pearl Harbor omd Covlte have 
boon assmgned duty as central supply sources to maintain stocks of 
natormol for mssuo to shmps and other shore statmons. E'ch of 
thoso contrql shore-supply sources has a n~uber of smaller st~tions 
dependent upon ~t for their rptcr~ml supply° 

~terlal needs incident to the operatlon of the ~llor 
shore statlons ~re c~red for by a routlno slnllar to that afpllcablo 
to ships. Shore stotlons are not governed in tholr use of r~atorlal 
by allowance llsts qs are ships, and the volume of nctcrlal isln- 
t~inod in store ~t t~c snsller stations will, mn gonerol, not be 
as l~r~e mn torps of months of supply qs on bo~rd shmp. The ro- 
plenmshnent of stock ms relotmvoly szmpler and f~,stor than for ~ 
shmp opor~tmng at sea snd subooct to unexpected movement of orders. 

~t Nsvy Y~rds ~nd supply deportments deslgn~to~ ~s 
central issulng points, the needs of the oporatlng actlwtlos, the 
shore statlon departments, arc referred to the supply dop~rt~ont 
fo~ fulfillment. The stocks m~intclned at these polnts oct ~s the 
source of supply or, In the case of motorlal not carrlod in stock, 
the notorlal for the special need ms procured by the supply offlcor. 

The stocks of mctorlal to be ~m~znt~inod st those polnts 
are @eslgnqtod by olther (a) the Bureau of Su2plmes end Accounts 
in the case of Navel Supply Account stocks, or (b) the bure us con- 
corned for spoclol matormal to be carried in the fppropri~tlon 
Purchqses Account. 

The fundnpont~l prlncmple of stock upkeep ms thor there 
shall slv~ys be on hand ss much of every item os will probobly be 
requ!rod before thot item con be replonlsho@. ~t present the 
replenishment of standard items of gonor~l use is made every six 
months, %nd the average ti~c required for rcplonls~uont Is throe 
months. The genorol rule for the prmncmlal supply polnts is the 
r~mntonanco of a nmnmmum stock equal to 12 months roqumronents as 
shov~ by past issues. Consmderotlon is given to lactors of 
determoratzon and obsolescence in dotornlnmng the quantmty of stock 
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to be maintained. ~atormal of a special or non-regular ch~raoter 
required for construction, repair, or manufoctur~ng work ~s not 
ordered ~n excess of the rcqumrononts of the pro~oct. 

There arc fmvo methods of procurement open to the 
supply offmcor of a central supply activity. Those arc brmofly. 

(1) Procuror~nt through open purchase at the 
act~vmty by the supply offmcor. Thms method 
covers such ~tons as are procured ordmnarlly 
mn locol markets and not by bureau purchsso, 
stondard notormals purchased on local requ~sm- 
t~ons approved by the commandant and ort~clcs 
required mn cases of emergency. 

(2) Procurement by request on other shore octmvmty. 

(3) Procurement through yard man~octure. Local 
yard manufacture ms authorzz.d mn cort'mn special 
cssos when r~tor~al ~s roqum~od for stock or to 
fmll roqu~sztmons. 

(~) Procurement under runnzng or torn contracts. 

(G) Procurement through purchase by the Bureau of 
Su~plmos ~nd fccounts on the bas~s of stock 
roplon~s~uont requests for ztoms rogulorly 
carried or on bas~s of requisitions covering 
spocmal roqu~ronontso 

Roflol~ishmont dates for <each of the varlous m%ons of stores 
carrlod in the haval Supply Account nsvo boon doslgn~t~(, end at the 
stqtcd dote infe~ ~tlon Is obtalnod iror~ oI] control !~a~ng statlons 
as to tho~xcoss stock cv~lloblo or t~c ro~)lo~tsb~ont qJ~ utiby ro- 
qulred, inforn~Tlon as to olther oxc ss a~]l~b±o or quantmzg ro- 
qulrod boln b surpllod by the records of post is-uos. Thls Inforna- 
tlon is obt~mnod for ell items cqrrmod in the classes of m~torlal 
to be roglonlshod ot that tlno. The roplonlshnont w~rk hcs been 
evenly dlstrlbutod over the yocr, c~uo regard h~vlng boon glvon to 
seasonable fcctors of prlco in the asslgr~uont of Items to pcrtlcular 
d~tcs. ~q~oro the y~rd supply ~fflco~ has subnlttod a roqaost for 
roplonlsh~ont no further ~ctl~n ~s rc~ulro~ on h~s part ~s the Bureau 
of Suppllos end ~ccounts h~ndlos the dot~lls fro i then on~ Y~torlals 
needed between ro21onmshnont c1~tes, s ~voll qs for sl~oclal nooc1s, 
If not procurable under one of the o~hor means of procurement, ~ro 
n~o the sub3oct of ~ rcqumsmtmon forw~rdo~ to the Burosu of Supplmcs 
and ocounts dmrect or vmc the bureau h~vmng tochn~cql cognmz nco. 
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The bureaus of the Navy Department ~%y, mn the perf~rnsnce 
of thomr dutmos, ormgmn~to roqumsmtmons covormng n~tormsl for s~oc~al 
proDects under themr cognmzance, or they r~y dmroct mrs ~nuf~cturo. 
Rcprosentotmvos mn the fmold actmv~tmos ~y also originate roqumro- 
nonts for spocmul miens. In the fmrst mnstanco, mf the ~%ermal ms 
not to be z~nufactur(d, the bureau ~vmll prepare a requmsmtmon amvmng 
all the pertinent mnfornotmon os to the roquzro]mnts ~nd for~mr@ 
th~s requ~smtmon to the Bureau of Supplmos and ~ccounts for fro- 
curo]~ont action. The roqumsmtmon msy or ~ay not furnmsh, for the 
mnfornotmon of the Bureau of Supplmos s~d ~ccounts, ~ lmst ~f 
proboblo sources of supply. In cases of the specm~l needs of the 
f~old actzvmt~es, requmsmtmons rocemved by the buresus are oxanmnod 
thoroughly by the technzcal buroou ~nd, ~f approved, for~varded to 
the Bureau of Supplzcs and \ccounts for procurement. Poquzsmt~ons 
or~mn~tmng ~n thms way, mf fmn~llv rosultmng mn purchoso, cover 
the ~a3or~ty of ceses zn ~ch the cost of the rcterzal ms charged 
to a s2cc~f~c appropriation at the t~no ~f purchase. 

W!thln the Bureau of Sup~llos ~nd ?ccounts there ~ro fmve 
dmv~smons of the Supply Group specmfmcally c~nccrno@ w~th procure- 
mont. These dmv~smons an@ themr dutmos ~ro 

(I) The Stock Dlvlslon which has suporvlslon of strragc 
spcce ashore, t~o na!ntonaneo and upkeep of stock, 
Invontorlos of stock, and record ~nd approvsl of 
roqulsltlons for natorlal and suppllos. 

(2) The Provlslons Dlvlslon ~hlch has supcrvlslon of 
the m~tlnton~nco ~nd upkeep of prov!s!ons stocks. 

(3) The C!othmng Dlvlslou whlch has supervls!on of 
the nalntenenco snd upkeep of clothlng stocks. 

(A) The Fuel Dlv!s~on whleh Das supcrvlslon of fuel 
stocks, fueling plants ana accoptsblo llsts of 
n!nes and fuel suppllors. 

(5) The Purchase Dlvlslon whlch is chsrged v~th the 
purchose dutlos of the Bureau and the suporvlslon 
of purchase by flold ~goncles. 

~iI requests for ~tor!a! referred to th~ Burosu of 
Supplmos and ccounts, ~ether they ~re regulsr replonmsh~ent re- 
quests or speclal roqumsmtlons, are referred flrst to omtbor the 
St~c1~ Dlvlslon, the Provlsmons D~vmszon, the Clothlng Dmvlsmon, or 
the Fuel Dmvzslon for docmsmon as to the ~lethod to be utml!zed. 
Those dmvmsmons dlrect actmon by one of the follov~ng methods 



(i) Transfer of excess stock v~th~n the Navy, 
(~) Requests on other Govormnont departments, 
(~) N~nufacture by the N~,vy, 
(4) Purchase under Gonerol Supply Co~m~m%teo 

Contracts, or, 
(~) Purchase from c~v~Iman sources. 

The fmrst step %skon mn acting on any request for 
~uatormql xs to dotornmno the ~ossxb~l~ty of the ut~lmzatxon of 
excess stock. In making thms determination the reports of excess 
stocks recoxvod smnultqneously wroth requests for stock at the 
rc~ul~r rcplon~sbnucnt pcr~od ere cons~erod. Factors of trcns- 
port~ttlon cost arc considered ~n the ~ovomont of excess stock. 
Fmnal dec~smon as to the shipment ~f excess stock ~s na~o mn 
coll%bor%tmon ~wth the Tr nsportatzon D]vms~on of the Bureau of 
Su~A)l~os anO ~ccounts. 

Cortamn ~mtcr~ols nay bc chicaned fro~ other Government 
do 2 rt~onts, In s or~c c sos th~s action ms ~ an(~etory, as mn the 
ceso ~f miens produced at Federal Prmsons ~zh~ch must be cbtcmnod 
through the Do2~rt~ent of Justmco. Other ~]o~osrt~mnts ~%y have an 
excess stock of motor~al on h~nd which thoj h ve ro~oortod ~s ovq~l- 
cblc for transfer. In e~thor c~so the dmvms~on of the Bureou of 
Su~101~os end . ccounts cognmzant of the stoc1~ upkeep of the pertmcuL r 
mto~ ~mll t~ke the nocosscry nossures to ob%q~n the Navy's needs of 
these mtcms. Past efforts to obtamn natormals mn thms mennor h~vo 
boon hampered by the lack of s st~n(~ard no~onclaturo and stcnd~rdmza- 
t~n of c~r~uon ~tor~els ~n the v~r~us do~ert~ents. Th~s w~ll be 
overcome when use of th4 Foderel Standard Stock Cstaloguo becomes 
general. 

In ~ost cases of the r~anuf~cturo of items of st~nc~rd 
stoc I~ by the N~, thls has boon han@lecl as a dlroct tr~ns~ctlon 
between the roqumrlng actlvlty anrl the ~llstrlbutlng re]ft. In 
some fo~ c~sos the Bureau of Supplies ~nd ~ccounts mey ~rr~nLc for 
m~tnuf~ctoro through the Shore Estebllsl~mnt Divlslon. The menu- 
f°cturo of s~ec1~l tcchnlcal natorlal ms art ngo~ by the cognlzant 
tochnlca! bureau, the ~roporty bolnL ta1~en u1~ on con~letlon in the 
%p~ro#rl~t~on Purchases Account. 

Cortaln items, such as t~-~cwrmtors, are obt~incd through 
the modlum of the controcts made by the Prooure~ont Dlvlsmon of the 
Treasury Do~rtm(nt. Use cf those controcts by the Navy is rostrlctod 
to a lznltod flola as they are not rea111y ad~0t~blo to the hTavy~s 
routlno and needs, 

~oro all other methods are not cp211cablo , the requests 
for n~torl tl are forwarded to the Purchase Dlvlslon for spfro2rloto 
2urchins o actlon. 
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~%on requests for ~qtcrla] reach the Purchase Division 
the first action teken is to dotcrn!no whether the purch so is 
to bc na<~o by the Burocu of Su.oi)lmos and ccounts or by one of 
mrs agonclos outsmlo of ~[oshlngton. The govcrnlng fact~)nz in thls 
~oclslon ore 

(I) ~%cthor the benefzts of consolmd~tmon apply 
t~ thc 2~rtlcul-r item, 

(2) ~Z~cther the technical buro-us are vmtelly 
concorno~ on ~ their q~vlco esscntlol, 

(3) No~ruoss to primary source ~s c foct~r ~n 
noctlng all the c(n~iti~ns, 2artlcul~rly ~orc 
close contact between 2urches!ng ffmco ~nd con- 
trsctor might bc ~ f-ct~r, 

(4) The im~0ort nee of the iron from the st~rd~int 
of cost if it ms an iten for locql use; 

(5) The volume of work at h~nd. 

The purch~smng systen ms so constltutcd that the oxcoutlon f the 
purchase function con be ~eccntr~11~od googrqphlcclly at any tlrm 
if consi4ereS Soslr~blo. 

If It ms decided that 2urchosos will bc na~!c by the Buroeu, 
the next step is the ~Jrof ro~on of proposals or invlt~tlens to blc~. 
Those ere celled schedules. Thc rcqulrenonts for stondcrd stock 
items subnlttod at the frescrlbed ro~)lonlsknlont dote are consolldcted 
in such manner ss ex~oerlencc has indicated will ylold the n~ st satis- 
factory results. This ms the flnal ste~) mn the routlno of consolida- 
tion o~f rcqumrenents for purchase ~rhmch I oupheslzod as be!rig one 
of the boslc factors govornlng the supply system. The ~lonents of 
th%t routine are 

(I) Centrqlmzatlon of storage; 

(2) Specified dates nf replenzs~lent for etch itch 
observed by all shore supply activities, 

(3) Centralized pu~c~so by the bureau. 

Schedules are nslled to classmfled bidders ~io h~ve slgnlfmed 
their desire to bid on the itens of ~laterlal on a cert~!n schedule. 
Each schedule covers only those items wlthmn a procurement group, 
that Is, those handled by a particular industry or class of suppllers. 
The schedules furnish complete infornatlon as to the article deslred, 
such as quantlty, spoclflcatmon, and date ~n ~ point of ~clmvery. 



In some cases bmds are oskod on partmal quantmtmes as well cs the 
total to avomd the dan~or of ovor-consolmd~t~on. In some c~sos 
b~ds for dolmvory at other than the pomnt cf roqumrcment, as well 
as that point, are requested in order that advsntago may be t~n 
of the possmble economy of government freight rates or shipment 
in government vessels. Years of oxDermence have ymelded a fund of 
mnfornctlon thst is used mn every way 2ossmble to secure for the 
government the lowest cost for matormal tnot ~s consmstent wmth ~ts 
needs. 

Schedules rocelvod from the bldlors arc plscod In locked 
boxes as rocemvod. The boxes arc opened publlcly at the spoolfmod 
time ~n~ d°te, bm~s arc read cloud ~,n~ recorded, and every f-clllty 
possible is offered the blddors to a~cortaln any inforneti~n they 
Oeslre. Awards qre made by an offlcer qs quickly as posslble. In 
coses where technlcal or legal odvlce ~nd recomnendotlon ms roqulrod 
qll bids recelved are forwsrdod to the proper bureau o~ offlco for 
co~ont, fs soon as the docls~on as to a~ar~ ~s made, a notice 
of award ms forwarded to the successful blddor, contracts or purchase 
orders ere prepared an~ the proper slgnaturo~ obtained. The octlvlty 
rcquirlng the material, the octlvlty that is fmrst to rocemvc mt, 
and the ~nspector concerned are no%~fme~ on] the purohsse actmon of 
the Bureau ms completed. 

Centrqlmzqtmon of purchase mn one buro~ and one staff 
corfs, despmto tho~ceptmons thct hove boon noted, has meent that 
approximately 99 per cent by number of all contracts lot by the 
Ncvy are handled by the Bureau of Suppllos and ~.ccounts end offlcors 
of the Supply Corps. Of those contracts approxmm~toly 75 per cent 
by money value arc made by the Buroou of Supplzes ~d AccounTs at 
the Navy Department, Washmng%on, D. C. 

Resum8 

In rocapltulatlon I would llst the Important chsr~ctorlstlcs 
of the supply system of the Navy es bolns brlOfly 

1 Assmgnnont of technical cognzzcnco of natoria! - 
spooifmcatmons ~th the user, 

2. Centr~Imzatmon of purchsso, storage ~nd @Istrlbutlon 
as a stsff functlon~ 

3. Contr~Izzatmon or decontrsllzqtmon geogrophmo~lly 
of purchase oxocu%mon as !s consldorod desirable. 

~. Centralmzatmon (in part at least) of inspectmon 
although suporvmsmon of insleotlon romamns wlth 
the user. 
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8. Use of the revolving fund to fmnance purchase 
and storage of a roservomr stock of matcrmals 
for general use. 

6. Purchase of the consolzdated roqumrenonts of 
matermals where possmble. 

~at has been functmonalmzed and contralmzod for the 
Naval service are the closely related stops of purchase, storage 
and dmstrmbutmon - not purchase slone. The combmn~tmon of those 
throe ms very dosmrablo, although not absolutely ossontm l, mn 
order that full advantage nay be gamnod from the rovolvmng-fund 
method of f~nancmng purchases and storage and the consolm0~tod 
purchase of requmronents. 

Proof of the general offoct!venoss of the N~val supply 
system lles in the fact that there has boon no major change mn 
that routlno smnco 1892, except the inst~ilatzon of the General 
Stores-kecpmng System on Naval Shmps mn I~i$. The ostoblmshment 
of the Offmc~ of the Chmof of Nsval Opor~tmons mn 1918 w~s dms- 
tmnctly not a change mn supply orgon~zatmon, 

fs to centrallzatlon of purchase In the Bureau of Suppllos 
end Accounts in ~ashlngton the advantages arc 

(I) Renders svallable to the purchaslng agent the 
best tochnlcal and legal sorvlce of thc Navy, 

(2] Promotes unlformlty and improvement of rmthod, 

(3) K~eps the purch~slng offlcor in close cortsct 
wlth the Department so that chonbes in Dopart- 
mental pollcles m~y be immcdmatoly rofLctod in 
actmon taken; 

(4) Promotes coopornt~on wlth other government depart- 
nonts; end 

(5) Provldes a central contact polnt for contlsotors, 
actual snd prosi~eetlvo. 

I would ssk you further to note thet the off loots of the 
tochnmcal or materlal bureaus, oxccftlng only those of Constructl@n 
and Ropalr ~nd Yards and Docks, rotate tochnlcal dutles on shore and 
duty in the floGt thus Insurlng an aofrcc1~tlon of the problems in- 
cll~nt to the use of the natorlal when they cone cent ct wlth thls 
materlal !n design, development and inspoctlon. 

88 (12/16/35) 
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Steps mn}~atermalSupply 

F~rst Determination of ROqu~ronents 
as te 

(b) Quantity 

(c) Tzne ~nd place 

Second ~mquzsmtzon of motermsl by 

(a) ~anufacturo 

(b) Purch ~ so, or 

(c) Transfer 

Thlrd Inspectlon of 

Fourth P~yment for 

Fmfth Stets e an4 dlstrmbutzon of 

ROspons, mb le ~gcn.gx 

Each of the emght bureaus mn- 
c~mvm~ually for the rat~rlal 
rcqumred mn performance of the 
~utTes ossmgnod. 

Same [s abow except quantlty of 
matcrl~l to be earrlcd In the 
Nawl Supply ~ecount determlned 
by S. arts ~. 

Varlous bureaus sn~ thelr flcld 
represent~tlvos. 

Varlous bureaus for ~tor~ql ro- 
qumred in forforn~nco of dutlos 
sss!gne@ tholr surls~ictlon. 

Bureau of S. ~n@ ~. an@ its fleld 
re~rosent tlvos. (So,~c oxcep- 
tlons) 

S%TIo ~ts acquisition by purchoso. 

V~rlous bureaus f~r ~ termol used. 
(~vy Insloctlon Scrvlco). 

Bureau of S. an n . ~r ~ its flcld 
rcjrcsent~tlvos dlsburse publlc 
funSs. ~Ffropr!otion of bureau 
for ~ich used chqrgoO ~vlth cost. 

Buresu of ~. qn ~ ~. ~r(l its flold 
re~ resent ~ tlves (Some oxcoptlons) 
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DISCUSSION FOLLOWING LECTURE 
"THE NAVY SUPPLY SYSTEM" l 

by 
LT. COMDR. W. A. BUCK (SC) USN 

Part I 

Q - Who decldes what the sapp~y fund will be - for example 

the ~7&,000,O007 

A - In its orlgln - in the fund as it now stands - that declslon 

was made by Congress in its transfer of the fund. However, it was con- 

~iderably larger at that tlme and Is belng decreased each year by 

normal stores losses and by what we mlght call plratlng by other agencles 

of the Department ~n gettlng approprlatlons made from the fund rather 

than from money on the books of the Treasury. You will note that thls 

year there was a transfer of~8,000,000 f~m-%-~-~w~rs. B1th an expand- 

Ing Navy and %~ rlslng prlce ~vels it is posslble the fund w~ll not be 

large enough to permlt of its use as it i s Q ~ ~ a t  ~ll mean 

we will have to ask for an Increase or qult buylng certaln items out 

of the fund. Further, ~f we ~ncrease the ecepe of items ove~th~ngs we 

now buy we w-~ll have to have a larger balance to make a smoothly working 

fuhd. 

Q - What is the hlstory of the attitude of Congress toward 

the revolvlng fund and is there a posslblllty that it may be changed ¢ 

A - I can't answer as to the probabillty of Congress!onal sttack. 

The attltude toward the fund has apparently been w ~ ~ h @ - ~ l ~ s s ~  

favorable. There has been no partlcular express~on of criticism from 

the Appropriations Committee of Congress toward the use or management of 

the fund. I thlnW that $800,000 Japanese ~ssue m~ght be of ~nterest 

as throwing smme l~ght on the fund. At the t~me of the d~saster the 



Navy ~nt ahead and issued materlal under a more or less tentatlve 

agreement wlththe Red Cross that they would relmburse it , but there 

had to be qulck actlon and It was necessary to go ahead and worry 

about the paymeut later. When it came tlme to settle up, the Red Cross 

asked for a natlonal contrlbutlon and they reversed themselves, statlng 

that all the people in the U. S. had contrlbuted and they thought the 

Federal Government should do llkewlse, and that they dld not intend to 

relmburse the Navy. There was nothlng for the Bureau of Supplles and 

Accounts to do but report it to Congress and they dld noth!ng about it. 

They dldn't say we should not have done it nor dld they say it was all 

rlght. It was a more or less taclt approval. Thezr concept Is that it 

permlts a buslness-llke admlnlstratlon of the Naval force. They reallze 

there is a cost incldent to carrylng materlal In store and that it Is 

necessary for the Navy to carry large stores in ~rder to be mobile. 

As yet they have ralsed no partlcular crltlclsm or ob3ectlon to the 

cost, 

Q - I would llke to know whether I am correct in my assumptzon 

from the flgures on the board. It seems to me that all the money in 

the annual appropriatlon act for the flscal year 1934 v~as expended from 

that approprlatlon)and the total of the fund, and the account at the 

end of the flscal year was less than the sum of the fund in the account 

at the beglnn!ng of the flscal year. It means that the Navy Department 

spent more money than Congress approprlated. 

A - There was the cost of malntalnlng materlal that does n~ 

show - the cost of malntalnlng that reservolr of materlal, obsoleseense 

cost, loss by znventory, etc. That was a bad year, there have been years 
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when ~e galned. The operatlon of the fund has resulted in an increase 

rather than a decrease. 

Q - If thls thlng were repeated over a perlod of years the 

fund would dlsappear and Congress would have to build It up agaln 

whlch would be a flscal year appropriatlon~ 

A - I was told that in 1935 there was a galn inhhe fund 

aslde from the transfer o9 $8,000,000. 

Q - Does the Bureau of Supplles & Accounts have custody of 

those flrst four items? 

A - It has the custody of guns and small arms in store, but 

not m~nes and torpedoes. 

Q - Would S & A carry the guns@ 

? 

A - The gunnery offlcer renders a property return for the 

quarter for ammunltlon. He goes around to the Supply 0fflcer to flnd 

out how to make It out - but he makes It out. 

Q - Does the Clothlng and Small Stores sectlon have another 

fund~ 

Fund. 

A - Yes; It is entlrely separate from the Navy Supply Account 

f 
Q .\w\~ ~ ~ ~I~ ~ ~ ~< Naval ~orklng Fund? 

n 

A - That Is another fund - of a sllghtly d~fferent comp~x!on. 

It is authorlzed to cover the cost of work done for other Government 

departments, for clv~llans, or cost of sales. It is merely an account 

where~n we credlt deposlts made t e cover est!mated cost of work; we 

charge the cost of the work from wh~ch we estlmate, to the man for 

whom it was done, the balance, ~t Is not exactly the same as a revolvlng 



fund. There is nothlng set aslde on the books for it. It is really 

the authorlzed method of account for cost of sales. 

Q - Does the Bureau of S & A actually purchase all supplles 

for the Navy? 

A - The purchaslng functlon is executed by the Bureau of 

S & A wlth the exception of those Items purchased by Ordnance - guns 

and ammunltlon. That does not include the exoeptlons Yards & Docks 

have for constructlon materlals where labor and materlal is involved, 

and constructlon of new shlps. 

Q - If a partlcular approprlatlon for a glven f!scal year 

Is not expended or obllgated, does that go to the fund or does it lapse 9 

A - It lapses unless a speclal Act transfers it over - as was 

done in 1920. That is the way the present fund got a start. 

Q - Will thls fund ever be used for Inltlal equmpment? 

A -What do you mean by inltlal equlpment? 

Q - For instance, you are bulldlng a new shlp and It requlres 

a battle allowance of ammunltlon. Would you transfer it? 

A - No. At the present tlme there are a number of vessels 

belng constructed in Navy Yards and the Navy Supply Account Fund is 

flnanclng materlal for those vessels. V~en it is used for the bulldlng 

it is charged to the approprlatlon and the Fund credlted. I understand 

somethlng llke flfteen or twenty mllllon dollars of the fund Is used 

now for that sort of trmnsactlon. It makes it slmpler for ~he Bureaus 

to have thelr purchases charged thls way. 

J 
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Q - Has the Comptroller General ever serlously interfered 

wlth the admlnlstratlon of the fund? For Instance, thls Japanese rellef? 

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

questlons. 

Q - WIll you say somethlng about deductlons by inventorles 

and deflclencles? 

A - The loss by inventory is the dlfference between the stock 

on hand and the books. 

Q - How could you have a dlfference of $30,000 ~ Vhat happened 

to that ~ 

A - If they kne~ that d~ffermnce would not oe there. It is 

due to the tremendous amount of materlal involved - loss due to mlsta1¢es. 

That is not a normal amount, that particular sum Is a large one and next 

year it will probably be a much smaller one. It is bookkeeplng mlstakes 

that brlng up the losses and galns. The deflclencles are charges that 

arlse from clalms that have flnally been s%ttled that are chargeable to 

approprlatlons, but unapproprlated balances are credlted to the fund. 

Therefore any clalms settled by the Accountlng 0fflce properly chargeable 

to the approprlatlon are chagged to thls fund rather than deductT~rom the 

fund the amount charged from the approprlatlon. It is because of the 

fact that the fund has been increased by turnlng over to it unobllgated 

balances of approprlatlons of former years, and they a~ properly chargeable. 

Q - Do you cover anywhere in your talk the item of prlce adjust- 

A - No, that ~s done by survey of obsolete materlal and Ismue 

ment? 
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at a reduoed prlce. 

Q - In other words, in taklng your Inventory you have a 

certa!n prlce. Is that consldered under thls item of prlce adjustment ~ 

A - If an item has been In store such length of tlme as to 

become damaged or obsolete, we may hold a survey and reestabllsh a 

prlce whlch means a loss. 

Q - Do you read3ust prlces wlthout surveys? 

A - No, we do not read3ust prlces for loss wlthout authorlty. 

Q - B~you can ralse them? 

A - The normal practlce ~s to strlke an average at the tlme 

the new goods come In. 

A - 
Q - How much of the fund Is cash ~ /I thlnk it was ~24,000,000 

on June 30, 1934. I can't glve you the 1935 flgures, they are not released 

untll Congr~ss~has seen them. 

Q - Is the reserve In addltlon, or is thls your total? 

A - The Nav~l Reserve Account is one and a half m1111on now. 

It Is not used aetlvely. 

Q - What about your war reserve r 

A - Thls is really the war reserve, you can conszder available 

mater~al as a reserve for the early days of the war perlod. 

in the 0rd. Dept. 
Major Kelton I would llke to ask If 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 thlnk !t would be good to 

get those flgures to see If our reserve Is hlgher or lower. 

Q - Suppose you dlsband a shlp, do you take that property back 

in your Navy Supply Account Fund~ 



' A - Materlal in store aboard ship at the tlme the sh!p 

goes out of commlsslon is in the Nav~ Supply Account. It is merely 

transferred ashore In the same account. Equipage was charged against 

the proper approprlatlon and goes agalnst the approprlatlon account 

when it is turned in. Equlpage is the used materlal; it does not go 

back into the Naval Supply Account. 

Q - Can any deflnlte statement be made as tot he polnt l~ the 

supply of the Fleet to whlch the approprlatlon is charged In the Naval 

Supply Account Fund or does it vary? 

A - When the materlal is !ssued for use. Departments do not 

malnta~n store rooms on board shlp. When the Item is drawn by a depart- 

ment, that Is when the charge takes place. 

Q - I understood you to say that If a sh~p were put out of 

commlsslon some of the stores are already in the Naval Supply Account 

Fund. 

A - Yes, awaltlng the demands of the ship's department. 

Q - Am I right in this question of clothing - Is that held on 

the books of the ~reaoury Department? 

A - It Is money to the credit of that fund on the books of 

the Treasury Department. 

Q - It seems to me that would involve a great deal of book- 

keeping. Wouldn't it better to keep it in one account ~ ?~at is the 

object of 4 or 8 d~fferent accounts~ If the Army had anythlng left there 

ve would probably lose it. 

A - We only have two of thls klnd which we operate. 
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Q - Is not one reason for having the Clothing and Small Stores 

separate the fact that It is sale and not issue, and that the mnney comes 

back? 

A - Yes. The issue of clo%hzng and small stores to the 

enl~sted personnel Is sale by chaukzn~ against the man's pay account. 

It Is not a charge against the approprlatlon. 

Q - That relief and disaster sltuatlon is something that faces 

the Army and Navy evsry once in a while. Did the local commander of the 

Navy get pretty quick actlon zn placlng those supplies in the hands of 

the Red Cross or get prior authorlty from the Navy Department ~ 

A - He got authority from the Navy Department - by radao. 

Q - The Moblllzatlon Plan calls for an immediate increase in 

the Naval Supply Account Fund~ 

A - I belleve that is the plan of the Bureau of S ~ A. 

It is the first thlng they would do zn order to allow the placing of 

orders on M day; the approprlatzons could come later, the speczflc object 

approprzatlon would come later. We want authorlty to place the ordsrs, and 

all we need is an increase in the Naval Supply Account. 

If there are no more questions I shall proceed with the 

next topic. 

Part II. 

Q - Whqt is the authorlty for placln~ invitations for bids 

for materlals not on the approved llst ~ 

A - It is the standard purchase authorlty. Materials must be 
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what you want. It ~s the only way to get satlsfactlon,wlthout tremeudous 

detaal,to see If what you dad get Is what you want. There are a lot of 

characterlstlcs of materlal that cannot be determaned except by operatlng 

at, therefore we have been allowed to use that method. The legal bas!s 

for it Is questlonable. 

Q - I would llke to flnd out just how these bureaus get together. 

As far as I can make out they always do raght and everybody admats they 

know best. Suppose sometames there arose a dlfference~ oplnlon~ suppose 

one of them provaded a technlcal Item of equlpment that they s a!d was 

best for the Navy, and the operatlng personnel of the Fleet does not llke 

l~, but the Bureau st~ll inslsted that was the way it should be. Is there 

anyone short of the Secretary of Navy who can settle that d!fference of 

opanlon? 

A - As an absolutely flnal arbiter, no, unless they can agree 

among themselves they must go tb the Secretary. I don't thlnk any of them 

go. 

Q - What is thls Central Eng~neerlng Laboratory to whlch you 

refer? 

A - An enganeerlng experament station at Annapolas whloh 

there is a 
has certaln equapment and materaal,and/research laborator~ In Bel~,. 

Maantenance, fuel testang, and shaps' draftang equapment are In the 

Phlladelphaa Navy Yard. They have varlous localat~es for speclal thlngs. 

Commander ~ • I thank that questlon of posslble dlsagree- 

ment Is beang gradually taken over by Fleet N~antenance. It represents a 

clear!rig house for ideas and they are trylng to get centrallzed I thank 

it will develop Into an actual control. 



A - Captain Falrchlld was looklng for absolute authority 

and there is none except the Secretary. The Fleet~intenance Davlslon 

trace to get them together and they try to get together themselves. 

Q - You spoke about other Government departments beang able 

to use the Flee% Inspectlon servace. Do they use the accepted llst of 

approved materaal too~ 

A - No, It may be used sometames but there have been cases 

where they wanted to and ~oCarl wouldn't let them. 

Q - You refer to the "usang actavaty" as determanlng the 

quantlty, etc. of an atem. Is there anythang meant by uslng actlvlty 

other than the bureau? 

A - I meant, ~for example, the ch!ef enganeer of a shlp who as 

the representatlve of the Bureau of Englneerang If he ~ranted a speclal 

item not on the allowance last he, In oraglnatang hls requasltlon, would 

state the quantlty he wants. 

Q - In regard to the keeplng~ccounts stored by the Bureau of 

Medlclne and Surgery, and byOrdnan~e, does the Supply Corps have anythang 

to do wlth those? 

A - The Supply Corps does not keep accounts for the ~Jledlcal 

department but does for Ordnance stores. In the Paymaster General's 

Annual report there as a table whlch shows the standlng of the Naval 

~edacal stores - money value, etc. 

Q - There as no budget procedure there? 

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

estlmates for the cost of expedat~ng has functaon durlng the flscal year 
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• n accordance wlth the plan ~hlch Admlral Johnson told about yesterday. 

It Is approved by the bureau chlefs In conference and becomes a dlrectlve. 

Then each bureau chlef makes an estlmate of the money requlred for that, 

It ~s submltted to the Budget O~cer of the Navy Department, who Is under 

the Secretary, and who attempts to get them together and llned up wlth~n 

the amount the Presadent's Budget 0~flcer says as golng to be made available. 

If there as any f~rce to be applled !t Is applled by the Secretary. Thelr 

budgetlng a s regards the Naval Supply Account Fund is that the Bureau of 

S & A depots are department stores. They by there rather than from caval- 

~an sources, they go to the Navy at the tlme they want the item rather than 

go outslde. 

Q - ~Vho is respons!ble for the safe keeplng of Ordnance materlal 

in dead storage ~ 

A -The Bureau of Supplles and Accounts - but not ammunltlon 

or gun powder. It as stored ~n the Supply Department at Washlngton, whlch 

is the blggest Ordnance factory. 

Q - You sald each bureau flgures Its own requlrements. 

A - Except for Naval Supply Account materlal. 

Q - 1~ho would buy that? A - The Bureau of Supplles and Accounts. 

Q -~Vhat about thls denatured alcohol? 

A - The stock to be kept is a functlon of the Bureau of S & A 

and ats fleld representataves. 

Q - ~hat about inspectlon? 

A - That is performed by the actlvlty at the tame the atem is 

recelved at the request of the Supply Officer of ~he actlvlty ~hhas 

the proper testlng facalaty. 
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Bureau 
Q - Is the ~responslble or the Bureau of Supplles 

and Accounts? 

A - The department or actlvlty at wh!ch the materlal is 

recelved is responsible to see that It conforms to speclflcatlons. 

Q - Storage and issue ~ 

A - The Bureau of S & A and its fleld agencles. 

Q - I would llke to get clear about acceptable items. Does It 

have legal approval and is 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 basls, it ~s questlcnable, and the less sald about it the better. 

Q - The AlrCorps malnta!ns an approved llst of bmdders on some 

thlrty or forty dlfferent items wlth the sanctlon of the Comptroller General. 

It has been declared prope~ by the Judge Advocate General. 

A - That is easily gotten around; we have the same thlng - l~ems 

that are slmllar to a trade brand . If you want a ~eam gauge you wrlte a 

speclflcatzon for a steam gauge - not a Crosby steam gauge If Crosby has 

It, you get a b~d. You don't say "slmllar to Crosby's". It is the establlsh 

merit of quality by havlng it tested to save tlme in the procurement. 

Q -What is the character of your inspectors, do you encounter the 

same dlfflcultles that General Gibson spoke of? And Is fuel oI1 under the 

Treasury Department9 

A - Fuel ozl is a Navy contract, gasollne shlpped for dellvery 

is a Naval contract. As far as inspectors qual~flcat~ons are concerned - 

they may be good and they may be bad - dependlng on the professlonal 

quallfleatlons of the offlcer. 

Commander ? Captaln DuBose sums it up llke thls at the 
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present tlme they have no dlfflculty wlth the technlcal quallflcatlons. 

There are plenty of people of the market wlth the necessary technlcal 

quallflcatlons and they are able, partlcularly by C1vl~l SErvlce records, 

to get falrly good ~nspectors but in addltlon there were inspectors 

that would be hlred and pald out of funds not covered by C1vll Servlce 

rules. At the present tlme they have no dlfflculty in gettlng a h~gh 

standard ~n thelr inspectlon service. 

Commander Buck I have a personal conv!ctlon about havlng 

inspectlon at the polnt of fabracatlon. It can never be as good as we 

thank it will be. The manufacturer still knows more shout it than your 

anspector wl~l ever know. 

Q - Returnlng to the questlon on alcohol. It is purchased by 

the Bureau of S & A! when as it inspected$ 

A - It is inspected upon recelpt by the Navy, the Navy Yard 

Department make, the Inspectlon when the alcohol Is recelved - not as a 

of ~he Bureau of En~Ineerlng 
representatlve/bu~ as a Naval offlcer u~ who inspects it for the Navy. 

Q - Not for the bureau whlch will use it? 

A - No; it may be for one or sax bureaus. 

Q - In the Army there are several specafzcatlons for alcohol. 

Does not the same thlng apply for the Navy~ 

A - No, we have one speclflcatlon in three grades, A,B & C, 

whloh have been developed by the Naval Speclfloatlons Board. 

Q - I understand about 99% of all Naval contracts are let by 

the Bureau of S & A In Washlngton. If that Is true what is the nature of 

the purchaslng servlces ~at most of these fleld agencles do - open 
/ 
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purchase or emergency purchase r 

A - I shall cover that in my next session. If I don't 

will you reserve that questlon? 

Q -What relatlonship does the office of the Chlef of Naval 

Operatlons have to storage and issue. Does the Bureau of S & A consult 

that office In its storage of supplles purchased~ If It ~s 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 flnd it out by 

hearing st from someone else. Last t~me they made up their mnds v~ry 

suddenly, and almost caught us. That is a peace situation and In peace- 

tlme we don~ have enough money. Right now Hampton Roads would not be 

ready unless we had a few month's notice. In war-tlme, they would be 

ready. The Chlef of Naval Operations should Inform the Chief of Bureau 

as soon as he decldes that %he Fleet is golng to move from one area to 

another, aud the Chief of Bureau of S & A should keep h~ ear to the 

ground to flnd out. If you want to get a flne example of what it means 

when you are not told, you ought to serve as supply offlcer to an alrcraft 

unlt • 

PART III 

Q - It mlght help i~ you would clarify the sltuatlon on 

board sh~p l+egard to equlpage and consummable supplies. 

A - We have two general classes of materlal on board shlp; 

they are both carried In the Naval Supply Account but one category is 

what you would call consummable material - material that is consumed in 

• ts use. For these ~tems the allowance llst merely names them - It does 
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not speclfy quantlty. The quantlty is controlled by the money allotment. 

Items of equlpment such as chal2s, desks and slmllar materlals wh!ch take 

a longer tlme to wear out, are called equlpage materlal, and the bureau's 

allowance llsts speclfy the items by name and number that can be installed. 

Thelr replacement is usually made as the result of a survey of the 

item whlch has been lost or worn beyond further economlcal use. The use 

of those Items is restrlcted by the allowance llst whlch speclfles the 

number, by the survey whlch is requlred before dlsposal can be made, 
? 

and by the many a]Ic~mntsto whlch they must be charged if a new one is 

Issued. 

Q - The method of allotlng funds in the Navy is so radloally 

dlfferent from that in the Army that I would llke to ask whether It Is 

frequent or Infrequent to have allotments changed? 

A - They are ap# to extend f~ve years or more. There ~s no 

change mnless there is a radlcal change In the prlce level. Battleshlps 

have been havlng the same for the last flve or t~nyears but each fleet 

and force commander has, In addltlon, an allotment granted hlm by the 

Bureau and authorlty to regrant that allotment to ships' departments to 

meet speelal and emergency needs and each shlp competes v~th the others 

In gettlng more of the Commander-ln-chle~s%funds. The man who is fastest 

gets the most. 

Q - Will you tell us how the th~ng works out - thls allowln i 

of repalr money? For instance, In 1929 they asslgned all mosey for 

repalrs to the commander of the destroyers squadron and he made an allot- 

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

A - As far as I know it is belng contlnued. I have not been 



with the fleet for four years. 

Q - In regard to the allotment to shlps- does the Bureau of 

S & A make allotments to ships? 

A - Yes; to cover operatlons of the Supply Department. 

Q - I notlce in 1934 there were two reorganlzatlons that had 

to do wlth the Bureau of S & A , one was the Field Servlce Dlvlslon. 

A - That was merely ~aklng away from another dlvlslon part 

of the functions and maklng It a separate dlvlslon. The Field Servloe 

concerns itself prlmarlly wlth the expendlture of Supplles & Accounts 

~pproprlatlons, malntenance at shore statlons, the numbez of personnel 

to be employed in varlous departments on shore. It is the shore statlon 

that controls the hlring of personnel in supply departmen~ and ashore. 

Q - I notlced another reorganlzatlon and amalgamation, and 

board flnd~ngs whlch had apparently to do w~th the strength of the 

Staff corps. 

A - That was known as the Roosevelt Board, it made Investlga- 

tlons on many d~fferent subjects - organlzatlon of the Navy Department, 

personnel, etc. and they invest~gate the requxred strength of the various 

Staff corps. They dld not change the authorlzed strength, ha ever. 

Q - Can you glve us the functlons clothe Finance and Supply 

school at Phlladelphla. 

A - It Is for the purpose of tralning new men In the corps - 

men flrst comlng into the corps and the pollcy was to hst ~s offlcers 

that went there as supply offlcers. Th~s year there was a lxmltatlon 

placed on the Congresslonal Act which sa~d that no offlcer shard be so 

tralned w~th a vlew to transferrlng to the Staff corps three years after 
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graduatlng from Annapolls, those havlng more than three years servzce 

were commlssloned before belng sent there. 

Q - In regard to 75% of the purchases made by the Supply Corps 

in Washlngton - money value. Have you any Idea as to what is repre- 

The reason I ask is thatI would llke clarlflcatzon of the 
sented in money ~ statement of the Paymaster General that the ratlo in Wash. 

~s 7 to 9. 
A - I do not have the flgure on that. I thlnk you will flnd 

Included in those flgures publlc works contracts. Where was that statement 

made ~ 

Q - In the report of the Paymaster General in 1934. It Is 

merely a statement 

A - We can get some idea of the money value of those purchases 

by totallng In thls table on the board the recelpts in the Naval Supply 

Account - the total xs $68,000,000 - the total purchase of materlal of 

the Navy for that flscal year. 

Q - The Traasury contracts for new constructmon would be made 

In Washlngton ~ Thls statement says: 'Purchases handled in Washzngton- 

so much. Purchases by various Navy offlcers In the fleld - - - Z 

A - The subsmstence Items are in the flgures i gave you. I 

thlnkyou will flnd that con@alned in the total in Washzngton. 

Q - Are the various ~tems on hand in the supply departments of 

all the shlps Included in the ~oounts of the Bureau of S & A? 

A - The baslc accounting records of the Navy are ~n the Bureau. 

Q - I mean the actual znventory. 

A - No 

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

hand in varlous shore supply statlons? 
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A - No, we do not keep any central stock ledger by items. 

Q - I understand the Bureau of Ordnance procures speclal items 

of ordnance. It has the optlon, presumably, of manufaoturlng or purchaslng 

wlthln a legal llmltatlon set by Congress. If a purchase was made would 

they make it ~ 

A - They mlght ask the Bureau of S & A to make it but don't 

have to. 

Colonel Jordan Will you please explaln the d~fference between 

our Finance Department and your Bureau of Supplles ~d Accounts ~ 

A - I am Rot sure I can do It correctly because I am not 

thoroughly famlllar wlth your Finance Departmant. Apparently we perform 

for the Navy the same functlons the Finance offlce does for the Army 

except the Budget functlon. 

Q - How does the Navy handle its property accountab!llty? 

A - We issue items of equlpage on personal custody, there is 

no personal accountablllty for the man who draws it. The Supply 0fflcer 

In charge of the s~orehouse is accountable for the upkeep and property 

account!ng by money value. 

Q - When you Issue chalrs, for example, they are charged to 

the current approprlatlon? Then you carry the property accountab ~Ity? 

A - The Supply Offlcer of the ship carrles the property account- 

ablllty records and he is requlred each year to make an Inventory. 

Q - Does that cover property bought out of the approprlatlons of 

other bureaus? 

A - Yes, the central accountlng offlcers represent the command- 

ing offlcer. 
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