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THE FUNCTIONS COF THE BURFAU OF SUPPLIFS AND :CCOUNIS

The Pureau of Supplies and iccounts as at present org-
anized 1s the result of a series of modifaications which took place
over a period of years, during which the demands of the naval
service have been studied and conformed to as they have been
recognlzed and adopted as part of the general naval policy
This progressive development 1s still going on, and 1t 1s doubted
that the phase of static completion will ever be reached There-
fore, in listening to the description I am about to give you of
the scope and methods of the Bureau you will please bear in
mind that constant change and, we hope, improvement i1s still
underway

This Bureau was formerly the Bureau of Provisions
and Clothing, having been constituted as such in 1842, along
with four other Bureausprovided for in tnat year, namely, "Navy
Yards and Docks, Construction, Equipment and Repair, Ordnance
and Hydrography, and lMedicine and Surgery" Some of the original
bureaus have been subdivided, changes of names adopted, and
new bureaus instituted Iater I will give you the rresent ar-
rangement, but for the momenl let us follow the fortunes of
Provisions and Clothing

In matters of procurement and supply, each bureau ori-
ginally acted independrntly of the others, making all contracts
for 1ts own materials, receiving storing and issuing them, and
1n general conducting 1ts business affairs without attempting
coordination with sirmiler affe.rs of other bureaus  This situa-
tion attracted the attention of Secretary of the Navy William
C VWhitney, whe commented upon 1t at length in his annual report
for 1685  sfter consideraple study of the problem the soclution
was finally found in transferring to the Buresu of Provisions
and Clothing the custody and records of all stores pertaining
to the Havy, ercepting those of the Bureau of ledicine and Sur-
gery, and the larine Corps Congress, in 1889, provided for
the keeping of property accounts in the Bureau of Provisions
and Clothing of all supplies pertaining to the neval establish-
ment and for the rendering of an annual report thereon to Con-
gress, end for the transfer between Bureaus without reimburse-
ment of supplies bought in prior fiscal years  During the fol-
lowing two years (1890 and 1891) 1t was provided "that all sup-
plies vurchased with moneys appropriated for any branch of the
naval establishment shall be deemed to be purchased for the Navy
and not for any bureau thereof, and that these suvplies, together
with all supplies on hand, shall be arranged, clessified, con-
solidated,catalogued, and 1ssued for consumption or use under
such regulations es the Secretary moy mrescribe, without regard
to the burcau for which they were purchased."



Jhale thas law 1s very comprehensive, 1t has been
necessary to construe 1t in relation to other laws governing
the use of appropriated funds, which to some extent conflict
with the purpose of the act just quoted. The general intent
of Congress in mal ing appropriations covering operations of
the Goverrment for a fiscal year 1s of course that the various
sume specified shall control the expenditures to be made dur-
ing that faiscal year for the purnoses indicated by each appro-
priation Consequently, 1f all supplies purchased with moneys
appropriated for the naval service were used indiscriminately
wlthout regard tothe bureau for which they were puichased, it
could easily happen that supplies purchased under an appro-
priation of one bureau could be u.ed for the purposes covered
by an appropriation of andher bureau, and thus, to the extent
that this was done, defeat the intention of Congress when it
established the limiting anount of the appropraation thus
favored  Fortunately, the incorperation of the words M"under
such regulations as the Secretary may prescribe in the 1890
Act made possible a logical solution of this difficulty.
However, 1t took quite a long time before a satisfactory work-
ing system was achieved  [{ter the supplies had been classi-
fied and conselidated as directed by the law, some time passed
before they were eftectively catalogued  The immediate problem
ras to control in an efficient manner their issue for consumption
or use Before going further into that subject, let me complete
the description of the Bureau

The act of July 19, 1892, changed the name of the
Pureau of Provisions and Clothing to the Bureau of Supplies and
sccounts  This Pureau 1s concerned wibh all that relates to
the purchase, reception, storage, care, custody, transfer,
shipment, i1ssue of and accounting for all sunplies and property
of the naval establishment, except med cal supplies (but includ-
ing their purchase) and supplies for the larine Corps It stall
carries on the old functions which relate to provisions and
clothing, being especially concerned with the ratioring and
clothing of enlisted men It 1s directly in char ge of all fuel
for navy use, and of the chartering of merchant vessels, the
loading of supnly shins, and the operation of fueling plants

.8 a financial agency the Bureau of Supplies and
.ccounts 1s concerned with all that relates to the suoply of
finds for cisbursing officers and the payment for articles and
SErvices

;18 an accounting bureau, the Bureau of Supplies and
.ccounts 1s concerned with the keeping of the appropriation
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and property acéoints of the naval establishment, includirg
accounts of ell manufecturing and operating expenses at navy
vaids and stetions, the direction of naval cost accounting
and the awudit of property returns from ships and stations

It conaucts an administrative examination of the fiscal
rccounts of disbursing officers

t the present time, there are seven other Bureaus
of the Navy Departrent, namely Yards ond Docks, Navigation
(pramerily the Personnel bureau), Ordnance, Construction and
Repair (of navil vessels), hngineering (of navel vessles),
hedicine and Surgery, and eronautics In addition, the Chief
of Naval Opcrations, who 1s charged mith ithe operation of the
Fleet, and its preparation for war use, acts as a coordinator
of effort, through whom major plans affecting the Fleet are
put 1n final shape. The Judge ;dvocete General hss cognizance
of legal matters, while the General Board acts in an advisory
capacity in matters of major policy

Fach of the bureaus has i1ts own distinct functions
or field of ovwerations ir which 1t 1s responsible for the main—
tenance end upkeep of the Navy, that 1s, of the Fleet Thas
functionel plen of administration is one thich tne Navy adheres
to very closely throughout the entuze establishrnent, seeking
thus to avoid 211 duplacation of effort and to insure the
performance of all duties by those best qualified for them by
training end cxperience

Fach bureau specifies the material of a technical
nature required by 1t, and after procurercnt by Supplies and
:ccounts controls the inspection of deliveries  Fach bureau
estimates for the funds required to carry on i1ts duties

The Bureaun of Supplies and Aiccounts, under the direc—
tion of the Paymaster Ceneral of tke Navy, 1s organized into
four groups - administrative, supply, finance, and accounting

The ,dministrative Group includes+ the Planning Divi—
sion, which, in conjunction sith the representatives of other
burecrus and of the office of Navel Operations, assembles data
in connection with war plans logistics, the 'ppropriations
Estimating Division, which deals with Budgetary questions of
all kinds tor the appropriations of the Bureau, the Field
Service Division, which deals with equipment and civilian per-—
sonnel, apportioning funds to carry on the supply, accounting,
disbursing, and purchasing activities in Navy Yards ana stations,
and to maintair ships' equipment for these purposes, the Officer |
Persornel Division, which prepares recommendations to the Pureau
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of Navaigation ain connection wsith assignments to duty of
officers of thne Supply Corps and pay clerks, the Cavilian
Assistant's Divaision, which supervises the civailian force

of the Rureau, and handles the mail and files, and the Ref-
erence Division, which maintains contact with the General Ac—
counting Office, Bureaus of the Navy and other Departments,
and acts in an advisory capacity, particularly for legal
questions,

The Supply Group, which includes the Stock Davision,
which handles all malters relating to storage of the general
stocl of the Navy, 1ts inflow and distribution, proper storage
facilities, replenishment, specifications and general policy
in handling, the Purchase Division, concerned with the central
purchasing of stock in quantity and of speczal technical arti-
cles of large value, this davision prepares the schedules for
advertising, makes awards and contracts, keeps in touch with
the commercial world generally, and coordinates with other pro~
curement agencies of the Government, the Clothing Division,
which 1s responsible for the procurement, inspection, storage
and distribution of clothing required by Uniform Regulations
for the enlisted men of the Navy; financial control 1s exer—
cised through administration of the Clothing and Small Stores
Fund (It should be remembered that naval enlisted men pay
for the clothing issued to them through checkages to their
accounts, except for the first outfit on original enlistment),
the Subsistence Division, which controls the procurement,
storage and issue of provisions for rationing the enlisted men
of the Navy, the Fuel and Transportation Division, which admin-
1sters the procurement, storage and issue of fuel for ships and
other purposes, and also handles all cuestions relating to
freight transportat.on

The Finance Group includes the Certification Division
and the Disbursing Division  The Certification Division reviews
all financial questions and problems arising in connection with
claims and vouchers and prepares vouchers for settlement in
those cases where payment 1s not made in the field  Ils work is
so voluminous that 1t would be impracticable to detazl it fur-
ther Tle Dasbursing Division pays vouchers arising through the
central naval administration, though many heavy vayments are made
through field offaces  These two divisions of the Finance Group
work in close connecticn and cover a very wide range of business

The Accounting Group includes the Administrative
Fxamiration Division, which handles all matters rertaining to
administrative examination of fiscal accounts of Navy disbursing
officers, this is preliminary to and supplemental to the work
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of the General Accounting Office, the Appropriation Division,
which maintains appropriation ledgers and keeps exact records
of all obligations and exoenditures pertaining to each appro-
priation and fund of the Navy, the Audit Davision, which audits
all property returns, the Cost Division, which controls the expend-
1ture ecords of the Navy, particularly industrial cost account—
ing, the Cost Inspection Division, which conducts audits of
plants and books of contractors whoare legally subject to naval
supervision, the Property Accounting Division, which conducts
transactions in property relating to other devartrents and to
outside parties, including sales of Navy material, and clears
all property transfers among various custodians, and the Emer-
gency Statistical Daivision, wh.ch prepares statistical reports
relating Lo funds and woirk under the Recovery Program.

This very bricf description of the Bureau's duties
will give a general 1dea of 1bs scope and functions, although
1t has been necessary to omit many important features whach
time will not permit nentioning

Before proceeding further in describing the work of
the Bureau, 1t will oe vrell to call vour attention to two account-
ing features of the neval establishment which have had consid-
erable 1nfluence in the development of naval business methods
These are the (ieneral Account of Advences and the Vaval Supply
Account Fund  Farst, the General Account of Advances

The common prectice 1n our governmental system con-
trolling the expenditure of appropriated funds 1s as followss

When funds are needed for a given purvose a requisition
1o submitted to the Treasury Depar tment naming the amount de--
dired and the appropriatzon from which to be drawn A warrant
1s then 1ssued which covers the establishment of a deposit of
the amount in question in the Treasury to the creait of the
proper disbursing officer Wnere a disbursing officer has pay-
ments to make under several appropriations, he must have sepa-
rate accounts for each  Thias system did not work very well aboard
ship, especially on foreign stations, so a law was enacted in
1878 which authorized the aavancement to naval disbursing officers
of sums not druwn directly from specified appropriations The
law provided for a "General Account of Advances", an intermed-
1ate account in which were recorded the amounts passed to the
credit of disbursing officers on naval ships and foreign sta-
tions  As these disbursing officers renacred their accounts
current showing the appropriations chargeable with expenditures,
the necessary book entries were made, adjusting the relation between
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General Account of Advanees and the appropriations concerned
The orly restriction or this method wes the provision that the
amount carried to General Account of Advances could never
exceed lhe total of the available naval appropriations

This system, adopted for ships (and for foreign sta-
tiors as acquired), continued for 30 years and worked so well
that later, in 1908, i1t wes decided to adopt 1t for all naval
disburse nients, and since then, all money for the Navy is first
trarsferred to the G A A , and on the basis of expenditure
returns, in which the proper appropriations are specified and
vouchered, the cofrest adjustments are made on the books of the
Treasury.

A naval disbursing officer keeps hLamself supplied with
funds by submitiing requisitions based upon his past dasburse—
nents, without being under the necessity of stating urder vhat
appropriations or for what purposes the money 1s to be expended
Thus tnere 1is avoiaed the possibility of having money avea lable
for some expenditures but not tor others, and the total amount
on denosit, since 1t can te used for any payment, needs not be as
great as 1t would have to be 1f 2t were made up of ancunts each
ear-marked for a special purpose This greatly facilitates the
business of the Navy Department in handling the large number of
aporoprietions with «hich 1t 1s concerned. It 1s a development
of the Mavy Depesrtment not found elsewhere in our Federal Govern-
ment accounting, except for a pirtial adeption by the Army
Vhere, as in the naval service, a single disbursing officer makes
payments chargeable to a large number of separate and distinct
eporopriations the advantages of the one account with the Treasury
for all funds to be d.sbursed are very great

lext, the Naval Supply Account Fund

I have already quoted the law relating to naval stores
enacted just before the Bureau of Provisions and Clothing was
renamea the Bureau of Supplies and Accounts, in 1892, and indica-
ted that some difficulties were incurred in cortrolling the
1ssue ond use of stores

At first this was done by providing that supplies pur-
chased under a given appropriation should be available during
the fiscal year in which procured only for the purposes covered
by that appropriation  Such supplies when reccived into store
were designated "Special General Stock", After tne expiration
of the current fiscal yeer, these suoplies became "Common
General Stock" and could then be drawn fron store and used for
any sultable purpose by en activity of .ny bureau without charge
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to tﬁ%lappfoprlatlon thus benefited The bad feature of the
arrangement was the lach of balance between the cash erpended

for supnlics ond the supplies actually 1sed  Some eppropriations
expended more for supplies than they used, while others used more
supnlies than they paid for  The difficulty is apparent and needs
no further elaboration

For e considerable time thas gituation continued in
existence ard was the cause of much discussion and some recrimina—
taons Bureaus, whose approprictions were insdequate for work
in hand or contemplated, were prone to take adventnge of the oppor-
turity which presented 1tself at the commencement of » new fiscal
yeer, end to dr-w from store supplies which had just become com—
mon general stock, applyings them to their own vurnoses, al though
the stores had been purchased from appropriations of other bureaus
After some years, a system was evolved which eliminsated this diffi—
culty A revolving fund was esteblished by Congressional aetien,
entitled "The Naval Supply Account Fund"  Vhen supplies are pur-—
chased under this system, they are paid for from the fund and
taken into store  When 1ssued from store for consumption or use,
their velue 1s charged to the appropriation concerned and cre-
dited to ithe fund These credits ere then used for the procurement
of new stores  Thus, cach appropriation 1s charged with the
exact value of supplies applied to work in hand

There ore certain exceptions to tnis proctice, however
Stores of a hignly technical nature, spolicable to the purposes
of a single bureau, are frequently (though not invariably) pur—
chased as a direct charge to the appropriation concerned  Thus,
ordnance and amrunition are procured directly under Bureau of
Ordnance cppropriations, aircraft end technical acronautical
meteriel are procured under appropriation of the Rureau of Aero—
nautics  There are also certain other technical articles and
materiels which are not included within the scope of the Waval
Supply Account Fund  On the other hand, a good deal of bighly
technical material wh.ch could just as 1 easonably be excluded
from the fund operations as oranance snd aviation materiels, are
actually procured end handled under the fund Tncre 1s no hard
and fest rule about 1t, custom and convenience being largely ain
control,

Tuere are thus two meain accounts of suppl es in store,
the Naval Supply Account, which embr ces supplies purciased under
the Weval Supply Account Fund and the Aporopriation Purchases
hecount, which, as 1ts name mplies, embraces suoplies purch-sed
dircctly under the various appropriations
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It should be obviocus that the introduction of the
Nuvil Supply account Fund has grcetly improved our stores accounts
All supnlies, with certain technical esceptions which have been
mentioned above, are procured under this revolving fund, end
their velues are not charged to the appropriations concerned
urtil the materaal 18 actually issued for use  Wwere this system
uraversal, the correct accounting for supplics would be much
simplified, Unfortunately, tle exceptions vrevent completely
sctisfactory results, These exceptions are not arbitrery, how-
ever, but arc based on <ound reasons  Prararily, the value of
orndnecr, avi~ticn, end certain other techrical supplies not
hondled througn the find are enormous, and the danger of wrock—
ing the tund by attempting to fainance these technical supplies
1s considerable

“Jhale on this subject of stores manesgement, let me re-
c11l to you the Standard Stock Cat~logue.

The 1~w o1 1890, quotedabove, provided among other
things thet the supplices or hend should be cotalogued a5 soon
~8 procticoble thecafter this w-s accomplished by the issuance
of . cl-suafied aindex wherein were listed the mames of articles
cor.1 d, dphobetiecnlly erranged, the class to which each per—
toined, the bure~# or burcaus interesued i1n ats use, and the
purnose, or charge account to which 1l e intended to be 1ssued
This srrved for wienty years or so os fulfilling the catalopguing
mendebt. of the law  However, 1t vs felt that this was insuffi-
client, ana tere was suboequently develoned the Navy Standnrd
Stock Cetalogue, the foreranncr of the Fecderail Stendard Stock
C~talopue, shich now 1o 1in use by lhe Government services grn-
erally

This catalogue lists all items of government stores
thich «re of 2 standard cherscter Not only the name of the
article, but the various sizes =nd kinds arc 1temized, followed
by ~ description and the standard specification, 1f any, under
Jhich c.ch 15 procured, and the Departments of the Government
intereslcd 1n 1ts use, The 1tenms pre grouped in classes, and
¢ach 1tem hes 1ts individual Stenderd Stock "umber Ey an ingen—
1ous system of numbering, lhe Lttems ere arr-nged both 1lphabeti-
cally «nd in numevical order. The clossafication 1s such that
1t ms cen be storrd in the same arder as lastea  Consequently,
by =suiple reference to o card index cone unacquainted vith an
iten c~n obtain 1ts stocr nmumber, ard with that as a guide can
proc.cc¢ to the storage bin or area o1d locate the atem -t once
Thrr1e us not time availsble to describe this cetalogue zn full,
but a1t should be understoed thet 1t has rade possible tne proper

-8 -



Mﬂl
=
custody and inventorying of stock to a degree which was un-

dreamed of before i1ts adoption, The Navy, and the Government

generally, owe a debt of gratitude to i1ts inventor, Rear Admiral

T. H Hicks, £C , U £ Navy, now retired, whose unceasing

energy and wise foresight mace 1ts adoption possible

One of the most difficult problems with which the
Burcau deals 1s Cost Accounting, which can be touched upon only
very briefly

The Havy .s perhaps more largely occupied with industrial
work than any other Departmernt of the Covernment. Tne repair and
maintenance of the Fleet 1s almost wholly conducted atv our navy
yards, and meny of the vessels composing the Fleet are con-
structed i1n the llavy's own plants. Nearly all of the naval ord-
nanc e 1s manufactured at the washiagton Cun Factory, the rough
forgings only being procured from steel plants  Thus the problem
of correct cost of produciion 1s 2 real one to the Navy.

Refore the year 1909, 1t had been the practice for
each Bureau to have its own representatives in the navy yards who
prepared returns of cost of work to be forwwrded to the Bureau of
Supplies and Accounls. In the year mentioned, central accounting
offices were started in the various yards and the work of cost
accounting thus coordinated and inproved

It wes desired to follow tne best industrial vractice
in this connection, thereforec a firm of accountants was employed
to 21d in setting up a well designed system  This firm afver
considerable study found that the complexity of our appropriation
system markecly daflerentiated us from ordinary commercial esta-
blishments, and consequently, with tne aid of our om experts,
evolved a bassc plan conforming to our necessities, vhich was
adoovted Vany modificatzions have been incorporated since then,
211l tending to simplification of the routinc work, and in meny
cases to clarity in results, However, the fundamental principles
have been adhered to

The daversity of vork dorne in our navy yards, ranging
from the construction of ships 1o all sorts of repair jobs of
non-recurring character, made 1t mmpracticable to e2dopt some of
the refinements of cost accounting suitable to plents turning
out standsrd articles involvaing conctent repetitive operations
Thus, while the influcnce of such pioneers as Frederick W Taylor
and others has excrted 1ts effect on our methods of management,
5o that centrel planning, functional forcmanship and routing of
work are all parts of our system, we have gone only a little way

- 9 -



in the development of picce work or standard tasks  Indeed,
sucli 1tternpts as have been made along that line have been
discouraged by Congress, which forbids the use of any
appropriations in payrent of salary or pay where stop-watcnes
or other time measuring devices are employed for time studies,
and deniec the right to pay a bonus for speed in performance

Under these circunstances, we adhere to thc old-
fashioned plan of distributing overhead by prorating in
accordence ith the direct labor applied Fach shop 1s
charged 11th maintenance and operating expenses, pover, and
1to proportion of general expenses for the delerminntion of
actual shop expense. Depreciation and disabilites of em~
ployecs ere taken into due account, so thal the recorded cost
of output 15 i1n general comparable to that of commercial es—
tablishments

Having described for you the gencral organization
of the Bureau of Supplies and Accounts and having indicated
the scope of 1ts activities, 1t 15 believed tnet the descrip-
tion c n be aided by giving a few examples of the practical
operations of Lhe Bureau.,

Stock Upkeep  Navel materanls ond articles are either
stand-rd or non-stendard. Standard :tems are maintaned in
stock 1n the various navy yerds ond stetions through a carefully
administered replenishment system, based on recorded issues and
exvected demands

The establishment of standard stocks at navy yards,
the assigrment of distrituting points, the procedure for stock
maintenance and review of stock requests and requisitions re-
ceived from the yards must be carefully end thoroughly admin-
1ster.d If stores required afloal azie not in stock for ready
1ssue to the Fleet, deleys in repairs and upkeep result., Con-
scquently, the maintenance of o stock of all standard materials
ashore 15 of vital importance in the opecration of the Fleet
The nvy yards and stetions are the main source of supply for
all equipment necessary to make a ship habitable, materials
required for repairs and lterations, and consumaple supplies
reguired for operetion and cleanliness. The specificetions
covering materials required for use in the various departments
ore prepred by the technical bureaus, due consideration being
given to the special requirements for shipboard use  Many 1items
carricd an stock vequire manufacture by the MNavy or special
manufacture by commercial concerns, since the regular commercial
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article, readily obtainable in the market, will not fulfall
the requirements

The Stock Division reviews a1l requisitions received
from shore establishments and vcssels of the Fleet for non-
standard articles, after approval by the technical bureaus, such
as FEnginecring, Construction and Repair, and Navigation. The
technical bureau having cognizance gives particular attention
to the purpose for which the material 1s required and the
specifications given in the requisition  The Stock Division
scrutinizes tre requisitions with perticular reference to the
eppropriations ultimatel; chargeable, the delivery terms, ard
the stores account and class in which the material shall be
carried ashore or afloat pending 1ts 1ssue for use

The Bureau tekes considersble pride an the syster of
storage which has been d eveloped under its supervision, end the
mettods which have been adopted fo: prompt and efiicient supply
of stores It 1s believed that the storehouses in the various
navy yards and bases compare favorably rnth any maintained in or
outside the Government service  You are all urged to take ad-
ventage of the first opportunity to inspect one of lhese estab-
1lishments

Purchasing The Bureau of Supplies aad Accounts 1s the
praincipal purchasing agency of the lLiavy  There are certain ex-
cepbions, which cre as follows

The Office of the Secretary of the Navy nurchases land
and ships

The Bureau of Yards and Docks makes construction con-
tracts involving both labor and material

The Bureau of Ordnance 1s authorized to purchase certain
1tems of arms, ammunition and gun forgings, though ordinerily
the majority of these purchases are made for the Bureau of
Ordnance by Supplies and pccounts,

The Warine Corps performs all 1ts own purchase funrctions

With the exceptions noted above, all purchases for the
lMevy are made by the Bureau of Supplies and Accounts or under its
darection by the Supply Officers of navy yards and station, Supply
Officers of shiovs and the Navy Purchesing Offices loceted at
New York, N. Y , San Frencisco, Californie, and Shanghei, China

Approximately 50 per cent of the purchasing which comes
urder 1ts supervision .s done i1n the Bureau 1tself, Thesec purchases

-~ 11 —~



in the fiscal year 1936 amounted to 95,000,000 in round
numbers Field purcha=es during that year apvroximated ean
equal amount

To obtain better quantity prices, the needs of
all yards and supnly depots for stock materials are consolida~
ted and purchase made on a Bureau schedule when the cuantity
warrants  This 1s accomplished by the assignment of the
several classes ol materiel to specific replenishment neriods,
occuriing for each class twice o yeor

A carefully compiled and classified mailing list
1s mranteined in the bureau  The materials required are ad-—-
vertised in accordeance ritl the lew end invitations to bad
are sent to all fairms on the mailing list for the pertacular
m terial under procurement

Ifaterials such as copper, tin, flour =nd other commo-
dities subject to market fluctuations -~re wurchased on tele-
graphic bads  Tvery endeavor is made to award by telegraph or
telephone before the clesing of the merket on the dey the bads
are opened

On purchases to he made in the field on reqiisitions
submitted to Supplies and Accounts, the Purchnse Division de-
gigm~tes the point of purchase. Certain energency purchases
and smnll quantity murcheses ere suthorized to be mede by
field ectavitres and shaps wilhout reference to the Pureau
wWhile wide daiscretion is 1llowed field purchasing offices,
controversiel cases are referred to the Bureau for decision
The Burcru exercises a certain amount of supervision over these
fi1¢1d purche ses and endcavors to see that the some pranciples
are used in determinine pwards throughout the Service

L good example of the procedure followed und the
coordination of efforl effected unacr the Navy Dep-rinent
methods 1s found in the process of supplving the Fleet with
fuel o1l,

The technical charescteristics of fuel o1l arc de¢ter—
mined by the Burrau of Ingineering, which maintains a constant
study of the burnaing efficiency ~nd other qu-lities of av.1l-
able c1ls, varying the ,pecifications from time to time to meet
the requirements of the service snd the changing conditions of
the market  Thus, the gualaty of the oil 1s fixed upon The
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Office of Nav~l Operations, from 1ts estimate of the sit—
uation, determines upon the Fleet operating plan for the
comirg year, «hich plan e stablishes the mumber of miles

to be steamed by each unil of the Fleet, the speed, number
of days 1n port, end other factors necessary to approsimate
the number of barrels of o1l to be consumed by the unit

A surmmation of these results gives the quantity of o1l which
will be required

With these data in hand, the Bureav of Supplies and
fccourts roceeds with the letting of contracts in the various
ports of the eastern and western seaboards, usually for six—
months perzods  Owing to the lerge quantities of fuel oil
consumed Er year — about eight million barrels — a number of
o1l suppliers participste in these contracts Only a conpara-
tively small part of this o1l 1s bought for storage and 1ssue
2t the various navy yards, the bulk of 1t being taken by the
Fleet direct from the suppliers as needed The Bure-u of Sup—
plies amd Accounts mekes very detailed monthly reports to the
Chief of Havel Operations and to the Commander—in—Chief of the
Fleet, showing the fuel consumption records of esch Fleet unit,
arranged by divisions and forces, thus keeping them informed
21 all times as to the Fleet's record in this rcspect.

The method used for controlling the funds cxpendea
for the pay, subsistence, end transportation of commissioned
and enlisted forces of the Navy 1s another good example of co-
ordirated effort The Bureau of Navigation end the Bureau of
Supplies and Accounts work in close touch with eack other in
this connection  Again we revert to the Fleet mazintenance
plan of the Chief of Naval Operstions for our basic facts.
The number of ships of € ach type that will be 1n commission
during the year, the new ships that will go into commission,
end those that will go out of commission are all considered
Congress fixes the number of officers and men to be erTployed,
bascd on these operation data  The Bure-u of Navigation sets
up a schedule showing the distribution of men in each pay
grade, and the Bureau of Supplies md Accounts calculated the
pay and allowances for all grades

The subsistence costs of the men in the many very—
ing conditions under which they serve, the costs of recruiting
ond transportation, and all the incidental expenses 1nvolved
in maintaining a large body of men are determined in consul—
tation between ihe two bureues, thus effording a constant
check on the costs of the operating personnel and the financial
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resources avallable for that purpose

‘n example of the handling of an emergency vprocure-
ment problem oy the Bureaun and its field activities may be
of interest  On 1 February 1952, the Bureau, learning of
the moverent of Marines and the Twenty-first Infantry from
Marila to Shanghail as a result of the Japanese military act-
1vitres, radioed the Commander-in-Chiet, Lsiatic Fleet, for
nform tion as to what addational fresh anc dry provisions
were required A reply was received the following morning,
stating that fresh and dry provisions for 6,000 men for three
weeks should be shipped by tne steamer President Taft, sail-
ing from Seattle four days later  Instructions were imme~
diately assued by radio to the Navy Yard, Puget Sound, to
make purchase and shipent of 250 tons of fresh provisions
ard to ship from store soue 330 tons of dry provisions  The
articles of fresh provisions were advertised and awarded by
Puget Sound the seme day, nd by working three shaftis the con-
tractors made satisizctory deliveries and all articles had
been lo~ded aboard the PRFSIDFNI TAFT by 2 30 P} on Feb-
ruary 5th  This was a little more than three days from the
time thc Bureauw first started to investigate the necessity for
provis.ors for the armed forces at Shanghaa Incidentally,
the priced invoices accompenied the shipment

In the foregoing description of the furctions of
the Burceu of Supplies and sccounts, effort has been made to
avo1d detnaled descriplions of sections ard divisions per-—
taining to the various classes of work, although some mention
of them has been made 1n order to lay before you the fact that
such sect.ons end divisions do exist. It 15 not considered
necessary, horever, to clarify their functions for you in de-
t.11l, since the salient fact of their exastence 1s suffic.ent
to give the victure desired

. 8 has beer frequently stated, the important func-
tzon of tne whole hovy Department is to maintein tne Fleet in
readine<s for war, and at the risk of seeming to be trite in
thisves ect I rot insast that thas thought s sctually the

contruvlling motive throughoutl the admiristration of the Depwx t-

ment, The fact 1s continuelly borne in mind that ihe Fleet
must be capable of operating in any part of the ocean quite
remote fron sources of material sunply, and often for extended

pericds of time Since any modern war vessel is a very complex

machine, there exists a very wide veriety of material needas to

me.intain it and as 1t nes nolt been practicable to provide within
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the hull much room for the storage of materials, 1t 1s highly
essential that efficient use of the limited space aveilable
be made. Consequently, 1t 1s evident that the function of
storage, stock upkeep, and 1ssue 1s best handled when cen-—
trelized in a single department knowr as the "Ship Supply
Depertment!, officered by specialists in supply problems.

Quick and efficient replenishment of the stock of
materials aboard 1s necessary, in order that the units of
the Fleet may nove in aad out of port promptly This rcquire—
ment can only be met by having avoileble at strategically
loceted points supply bases that maintain at all times a com-
plete stock of the materials that may be required, The snore
part of naval sapply, then, 1s organized to consist of supply
bases where complete, or nearly complete, reservoirs of all
erticles and materials ~re constantly meintained  These sup-—
ply points ere locetcd in the navy yords along the tlantic
and Pacific CGoarts, o8 well es in horolulu and Cavite

While these stocks of supplies thus meintaired ere
not solely for the purpose of direct 1ssue to ships but serve
alsc for the industriel shore establishments and such miscel-
lareous shore activilies as traiming stetions, radio stations,
etc , nevertheless since the activities of all such stations
are dirccted to the sole purpose of maintaining the Fleet in
orcration, ilhe prompt delivery to them of ihe needed materials
1s of parallel importance with the direct issues to the Fleet
However, tne direct dermends of the Flect 1tself always take
prececence where precedence 1s needed.

The Bureau of Supplies and accounts endeavors to
coordinite and control the even flow of material to all these
activities, 2nd each part of the problem is handled according
to the decisions made from time to taime regarding the most
efficient and economical method  Thus we have centralized
purchasing and distraibution in those ceses where the nature of
the business indicates the wisdom of thct method, On the otner
hand, 1r cases where tne nature of the naterials to be pro-

cured ~ for example, fresh provisions for immediate consumption —

indicetes other procedure, decentralized methods are followed
1l factors oearing on tne problem are considered before de—
cision 1s urived at governing the mode of proceaure to be
adopted. This 1s exemplified in connection with the latest in
tre field of navel sctivaties, the Bureau of s eronaiutics,
vhich has broughl with 1t 2 great many problems somcwhat new to
the service. The prompt and e fficient procuring of aeronsu-—
tical supplies, including ecroplanes themnselves, as well as the
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proper storing, issuing and accounting for aircraft supplies,
furnish problems which require the constant study of those
assigned to that work  The procurement of alrcraft is guarded
by spccial legislation, and the Secrctary of the Navy is soli-
citous that these matters should be strictly and creditably
handled Owing to the conplea lcgal situation surrounding

this question, the Judge Advocate General of the Navy 1s called
upon to pass upon meny of the problems involved befere their
solution 15 2ttained  The tendency, of course, has been to re-
guir. the aarcreft business to conform to the standuards pre-
viously set up 11 conneclaon with other technical matters, but
the {rct has not teen losbt sight of that the solving of air-
creft problems affoirds exanples and lessons which are useful

to us nd c.un be gpolied Lo general navel business

The constant ain of the Bureau 1% so to conduct 1ts
1ffairs as to accord with the business oprinciples found in
commercial life  While 1t 1s trve that the statutes provide
many formalities for the conduct of Government business and set
up certrin restractions whech are commonly referred to s fred
tape", 1t Ls nevertheless a fact that whenever the needs of the
service require mmmcdiote action, 1t 1s always possible to move
with rapidaty end to zccomplish the desared results within very
brief speces of Lime Thus in an emergency 1t vould be quite
possible to place orders for large zmounts of materzal by tele—
phone, without formal competitive bids, o order shiprents of
large qu wtities of stock from point to point, and to take any
steps nceessary to o ccomplish a given object. That this is not
ordinarily done 1s due to the fact that restraictive statutes
wre considered wige in their purpose, and while possibly causing
some 1nconvenilence in a given instance, yet in the long run they
enhance the efficiency and capacity of the Navy for important
transactions

Since lhe Puresu of Supplies and pocounts conmes in
close conbact with Lhe comrercial affairs of the country, it has
21w ys been anxious to forward the business interests of the
Nevy 1n 1ts r.lailions with the commercial world. at bthe same
time, 1t endeavors to protect the intercsts of the bureaus
of the Dev~rtrment so far as assisting in the economical expendi~
ture of thear funds end the securing of the best scrvice where
contractual relations are concerned

It will, of course, be noted that while the Rureau of
Supplies and !ccounts 1s to a large estent a service bureau,
assisting the technical bureaus by 2ffordirg the necessary mach-
1nery for corrying on what might be denoted as their commercial
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affairs, 1t 1s elso a technical bureau 1tseclf in relation to
1ts handling of provisions end clothing, fuel, and other
deteals for the naval service of a somewhat miscellaneous
character

In conclusion, I woild ask you to bear in riand that
the Navy, which might be denotea as a "going concern", would,
in tiue of war, be mercly expanded as fast as conditions permitted,
and thet in the course of this expansion 1t 1s contemplated that
the same methods and principles utilized in times of pesce would be
carried on  The Bureau of Supplies and :ccounts,therefore, in
the adoption of ils plan and policies corgantly confronts 1tself
with the question as to whether or not its procedure would be
practicable in war-time end secks to adopt only those systems
which would stard the test of war conditions While 1t 1s true
thet peace~time economy requires certain methods which might
have tobe discarded inwar, these are mede as few as possible
and, where existing, study 1s applied with the hope of supplant-
ing them with roulines intended to persist under any and all
conditions
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' DISCUSSION FOLLOWING IECTURE ON
"THE FUNCTIONS OF THE BUREAU OF SUPPLIES & ACCOUNTSH

by Rear Admiral Charles Conard
December 15, 1936

Q@ - You spoke of procurement under certain conditions by
buresus other than the Bureau of S. & A - the Bureau of Ordnance,
for i1nstance Is there control of that®

A — They samply pass the records to Lhe B. of S & A for the
necessary nobation that the appropriation has been obligated to that
extent. The advertising for that particular material i1s conducted
by Ordnance and reported back to 5 & A for accounting.

Q - Before the Bureau of Ordnance starts its advertising and
awarding does the Bureau of S & A come 1n?

-~ bl g alisn

A - No, -y an fpf & »”1ﬂ~umw@~»amﬁgﬁﬁﬁjizib & fwe

Q —= In makaing your advances, how do you protect overruns onthe
appropriations?

A — That 1s all handled through a very comprehensive allotment
scheme. The amounts to be allotted for each ship and station are

set up and they cen only work within those allotments

Q — Do you attempt speculative purchases, for instance % or 3 years
ago dadn't you purchase copper on a low market? And what 1s the fund?
A — Some years ago I remember that a heavy purche se of copper
was made because of the condition of the market but we do not pursve
that as a policy Te simply lay in our required stocks at the time the
market 1s most favorable, — stocks for a year or 18 months  About the

fund - that 1s a complicated questzon The fund originally started



+
e g

G o et

s &

back in 1896 Wlih an sppropiration of two and a half millaon dollars.
That was entirely inadequate for the purpose and it ran along for a

few years until in 1908 we adopted a readjustment by which the common
general stockias thrown into this fund, That ran along for g while and
durarg the war the demands on the fund were so grest that the system
was modified so there were no x%%g%E§NXE to the smount that could be
used so long as 1t did not exceed the amount of the total Naval appro-
prigtions  You could use through this fund all the money available.
That got things mixed up in the Treasury Department At the expiration
of the war there were a lot of unexpended balances that had been set up,
due to the sudden cancellation of conlracts, etc  Congress Lhen psssed
a law applying all these unexpended balances to the Naval Suypply Account

Fund subjgect to all claims against this balance. sult 1s tha

B eause Te ISt dmen AT STAINS afe ovtstand- ~

=g At the present time the value of the fund 15 around sixty-nine
millicn dollars

Q - You saxd that in time of war you expect that your procurement
system wa1ll function as 1t does i1n time of peace  That 1s gquite under-
standable as the Navy i1s practically on a war basis in tare of peace
In the case of a major emergency we of course contemplate that there will
be a gredt many shortages of items an which the supply will be inadeguate
and there will be a system of allocating productive facilities. ¥ presuae
your plans contemplate such a system of operation. #1ll that change
your peace-time methods in any respect? Is 1t frue trat you will function

1n procurement in war-time as you do 1in peace®
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A ~ We visualize a situation at the start of continuing to
function exactly as we do in peace exeept for certain critical mater-
1als of which the supply s insufficient for both the Army and Navy )
as contemplated by the Joint Board and lobilization Plan. Items of
that nature would be handled on an entirely dafferent basiss they would
be allocated The general mass of supplaes woula be handleci as in
peace~time up w%nt where 1t was indicated that ﬁeishortage
was liable to pewsast. It 1s 1mpossible to foresee to what extent
supplies will be allocated. Our idea 1s to have 1t so flexible that
there will be no loss of time

@ - Is there a probability of the Procurement Division taking over
the functions of the Navy Department®

A ~ They 1 ake over at the present time a few important iters I
believe they buy gasoline in e field for us. The 1dea as I undorstanc}“ o
1tlls not abt the present time tc take over the Army and Navy-sedus %imw&ﬁth*

Q - One of the troubles during the war in the Army was the fact that
we oid not have General Staff control In looking at the chart I
notice that the Chief of haval Cperations hes a dotted line going to
the varicus bureaus which shows coordination of the work. It does not
say anytbing about control The Bureau of Supplies & A,counts endeavors
to coordinate the emooth flow of supplies. Suppose you had a cargo
ship and four bureaus were fighting for the supplies on that ship.
Just who would decide or be the referee as to who would have priority?

A -~ We don't expect that problem to confront us in that way. It

would be ddpperhaps ) the shipment of certain material that one bureau wanted

-3 -



[
g we?

as against a shipment another bureau was interested in. That is
Jjust one of those things thal have to be settled by conference
You can't beforehand prescribe any precedence in a matter of that
sort

Q - Is there any one below the Secretary of the Navy who can
defimtely state who will have preference?

A - T 1magine the procedure would .e - 1f they can't agree among
themselves -~ to take 1t to the Chief of Naval Operations who would
make the decision I1f either one of the bureaus was dissatisfied
or believed there had not been sufficient importance attached to his
requarements, 1t would be taken up with the Secretary of the Navy

Q - I believe you stated that the Bureau of Yards and Docks signed
contracts for new construction ratrer than the Bureau of S & A
How are malterials purchased for current repairs and maintenance to
Navy Yards!

A -~ By the Bwof S & A They handle all procumnent of supplies
intended for use as svpplies  All the Bureau of Yards and Docks does -
suppose there 1s a dry dock tobe constructed, there 1s no question of

A
receiving material, 1t i1s a contract with a contractor to bulldAﬁocks

i

It 15 an sgreement between him and the Chief of the Bureau of Yards

and Docks to do a certain thing,

Q — If they need aéz?ece of steel ¢ sggne, the B of S & 4 buys 117

. 0 Sl a0
A - Yes J\All'bhe Wor%mdone by Navy}employeé§7znder the supervision
of the Bureau of Yards and Dockg} they® materials are handled like

Cnnghas
all others, we buy %€ carloadsof cement forkﬁhe'work.



Q -~ I am interested in one thangz, and I thank every purchasing
and contracting officer 1s also - the question ofemergency purchases
You say you can call on the phone and buy =everal thousand dollars
worth of property at any time and 1t can be termed an emergency
How far can you go with that, we don't get far with 1t in lhe Amy.
Wwe are constantly confronted by the Comptroller with the question of
whalt constitutes an emergency. There is always a feeling with our
purchasing and contracting officers that they must lean over backwards
in order to stand up straight

A - We avoid going into the eﬁggengy'%ﬁaﬁs unless we beleve 1t 1s
really an emergency You see we have this on our side we have the
technical user of the material who will state in wraiting that it 1s
absclutely necessary to have the material at a certain place at a
certain time, andﬁg:fgs'authorlzed to go out and place the order

Q -~ When we 1n the Army do that we are told 1t 1s the falt of
planning and not an emergency

A — Tt does not mzke any difference whose fault the emrgency is
so long as 1t 1s there

Q@ - Do you consider that matter of the guestion of supplies for
Shanghail an emergency. Was i1t not known beforehand?

A - We actually sent circulars to provision dealers in Seattle,
sent an officer by airplane, and he received the bids and made the
awards the same day That was not handled as an emergency b ecavse ke L&

e s
had sufficient timefwu O-daramtints .

@ - We are requared to put out bids for faive or ten or fiftean days.
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If we show less than a four or five day lapse between theaward and the
bad we get into all sorts of daffaculties.

A - It would not be up to us th prove that the War Depsrtment should
have the 2lst Infanbtry in Shanghai a month ahead

L™
Q ~ In other words, 1t comes right back to the Army LMWEB

Q - I would like to ask you about bhe MS of a2 supply officer 1n
manufacturing weews like yourANavy Yar@,ﬁ It 15 my understanding that
he operates under the Bureau of Oranance.

A — No, under the B. of S & A, he 1s assisted by ## Bureau of Ordnanceér‘*"‘
but he Jeuvs his instructions and syster of handling business from the
Bureav of Supplies & Accounts.

@ - In the preparation of specifications by the variocus bureaus, do
you enter in that at all?

A - Yes, very lergely The only part of the specification that i1s not
really prepared in the B of S & A 15 the exact technical requirement,
the arrangement of the speclflca)xtlon and 1ts generalscope are all o k 'd
an the B of S & A, with representatives of the bureau concerned

-

Q - If the bureau specified 1s doing thangs in such a way as not to Sj;
gelt competition would you check on that? N M

A ~ Dh yes, we check on that but sometimes we have trouble J\E@aﬁe—m—
that the specification 1s restrictive but that 1s one of those things that
has to be worked out.

Q - Just what control does the Chief of Naval Operations exercise
over your minorcperations? They tell you the larger aspects but how far

do they go in telling what you can and can't buy?

-0 -
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A - Nob at 211 1In matters\of policy 1f a question comes up that
1s thought would affect the major policy we take 1t up, but in the
ordinary daily work, we do not.

Q - Is there a branch set up under the Chief of Nat¥al Operations
for that purpose®

A -~ Their ordinary work 15 more nearly and almost entirely concerned
with war plans

Q ~ You indicated that in the fiscd year 1936 your expenditures were
approximately 190 million dollars, split fifty percent between the cent.al
office and the purchasing office. Is that obligations or expenditures?

A - Expenditures, I thank. They would be about ilhe same each year

@ — That 1s rather a healthy sum. How many people do you employ in
the Bureau to oversee that expenditure?

A — We have the largest number of employees of any bureau in the
Navy Departmenl I do not know the exact number

Q-1 am 1nterested11n allowances Are they determined i1n ine Bureau
of Supplies & Accounts or the technical bureaus or the Chief of Naval
Operations” I mean the gllowances in kaind

A — Bach ship in the N avy has what we call an Allowance Book and
in that s specified the amount of non-consumable stores, and there 1s a
list for each of the technical bureaus concerned Those are the quantai-
ti1es allowed each one of those vesselsﬂﬁ-fhe consumable supples - the

\gf

Qe
smewpt~of things used up every daywss controlled by a money allowance
[P

and that 1§ﬁcharged with th%hvalue of the equipment However, 1f your
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point 1s, does the technical bureau decide what they have, the answer
1s that they do

Q ~ Does the B. of S & A decide on clothing for each enlisted man?

A - That Ls done between the B of S & A, and Navigation. The Bureau
of Navigation 1s the Personnel Bureau and 1s i1nterested in what each man
has and what the uniform shall be The B of S5 & A 1s concerned with
getting clothing of that description, having 1t in stock, and maintaining
and safeguarding i1t.

Q@ - In the allowances for shore stations - such as fuel and light, -
are they determined by the B of 8 & A or the techmical bureaun?

A — If you mean for quarters, we follow the Quartermaster General of
the Army We get our allowances from him and walk right behind him

Q - On the question of subsistence supplies -~ who 15 responsable for
the proper safeguarding of samitary conditions of the subsistence supplies
purchase on board ships? Who 1s responsible that 1t meets specifications
and that 1t 1s f1t for consumption?

A - The fresh provisions are inspected by a representative of the
Depar tment of Agriculture. We pay a# employes$of that Department to
inspect all of the supplies unless they are of such small quantities that
1t 1s not worth while, then they are handled through the ship's doctor
and the officer of the deck

Q — Does the medical officer on board ship have any duties in co nection
with the inspection of supplies®

A - Only when question arises. Ordinarily, no

-8 -
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pp Q - The Deparbment of Agriculture representative inspects beef as
1
%g& suitable for human consumption. I noticed in Honolulu they were de-
‘héf livering large amounts of supplies to your boats and apparently they
\qgé Just took 1t aboard and put 1t away
»% A ~ The meabt itself i1s examined by the representative of the Department
Qééj%? of Agriculture /Fggé small orders wechdd a rule thai#ii\ d not call on
%%%m the Dept of Agriculture to inspect orders for a shlghof less than a
3 thousand pounds, over that amount, we did. Thet was a matter of conven-
§&\ 1ence because we could not get him to come in for those lattle inspections
“ < We usually tried to order larger quantities and put 1t into our own cold <

storage

Q@ - The officer of the déck 18 not an expert How does he know
whether vegetables are fit for human consumption? Who is responsible?
The Supply Officer himself? He 1s really the gquartermaster

$§T€§§;t15 a problem on small ships becguse we have to rely on the

people who are consuming the food On both the west and east coasts 56“€L* Qﬁ%
every bit 1s inspected by the Department of Agriculture

Q - After hearing Admiral Pye yesterday and you today it 1s difficult
to see how the Navy organization differs 1f we construe that chart to
mean the Chief of Staff and General Staff and then the Quarterraster
General and the Finance Officer  That would not differ a great deal from
the Army set-up

A - T should say that the B of S & A combines the functions of the

wg\,w’«mvmufm%ﬂ I ™ \ﬁeﬂiﬂa

gwéﬁﬁﬁtermaster General anﬁ*@?e Finance Offlcegﬁexcept for constructlon’work)
o e

g AR warmts? -
which we have handled by a separ&fe bureau.
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a little dafferent from our sed-up® y .
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General Warfield g
Q -/For the Pgcific Fleet do regulations require that the ledical

Officer shall inspect all deliveries and the offaicer of the deck as well®?

A —~ General Warfield was with me i1n Pearl Harbor and he saw what we
were doing We had to be aylttle lax because we could not get the
Department of Agraiculture representative there at all tames

Q — You are doing the buying for other bureaus of the Navy It
occurs to me that there 1s a grand opportunity for liaison work. Do
you have a representative of the other bureau or do they have a man who
speclalizes 1n supply coordinate with you?

A - The deman%}{br a requlsltlon’for the purchase of something of a
technical nature for a bureau arises either in a Navy Yard or in the
technical bureau i1tself. If 1t arises an the Navy Yard they inform the
Supply Officer and the requisition i1s drawn  In some yards the requisition
1s drawn by the supply officer and signed by the btechnical officer con-
cerned, and 1n some cases prepared by the technical officer as notifica-
‘tion of what he wants The su y officer signs 1t as an indication

Lo
that there is nothln%Aavallable It 1s then forwarded to Washington
for the technical bureaun ana they decide whether 1t is material they
favor being furnished and 1f the specifications are properly drawn.
The chief of that bureau signs 1t and sends 1t to the Bureau ofS & A
The necessary papers are }hen drawn up for advertising and award In
T € W S
other cases tbs;$ureau 1tself starts the ball rolling by preparing the
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requisition describing what 1s wanted, the specifications, and all
the details necessary to antelligently carry out the purchase and that
goes to the B of S & A and they put 1t in wvotion. If 1t 1s a matter
of large quantities of great value they start with newspaper advertising
Everything has to be advertisfed in newspapers unless there 1s some
reason for not doing so.

@ - I am st1ll not clear on this: does the Chief of Nawal COperations
exerclise supervision over the B of S & A or any of the other bureaus?
Do things flow to him or 1s he just the coordinating agency?

A — That 1s what he 1s The various bureaus of the Navy Department

&% were already in exastence before e Naval Operations was established.

When setting up the system they dad n0tg§§§;;f;
to supplant any of the work of the existing bureaus by the new , g,
They merely wanted to coordinate hhe bureaus and primarily to insure
that the needs of the Fleet were met  The purpose 1s to see that the
Fleet 1s maintained inpreparation for war. Just as far as possible kkz
effort 1s made to avoid any conflict in authority. It is only when o«
question a rmses that needs ajudication that we go to the Sii@aﬂ of Naval
Cperations.

Q - In the War Department The Assistant Secretary of War 1s charied

£

with supervision with respect to procurement. Does the ASsistant Sec—
retary of the N avy have any similar function or does any agency in the
N avy have that particular function?

A - No, he has no such authority

@ = Is that exercised by the Chief of Naval Operations?

- 11 -
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A ~ The rowtine of the procurement of supplies in peace 1s
handled @hﬁ%ﬂgh the Bureau of Supplies & Accounts I should imagine
that the procedure for the purchase of supplies and material of that
nature must be very similar to the Army where the technical bureau
passes on tO'tthSecretaxy of War papers regarding procurement In
the Navy we would pass them to the B of S & A. When 1t comes o he
guestion of war planning, the Chief of Naval Operations supervises
that, although in carrying it out 1t comes back to the B of S & A
or the technical bureaus for the necessary data for war plans. The
two sysbems are so different that 1t 1s difficult to draw a parallel.

Q0 — One of the things that we ir the Army nwere most criticised
for in the la st war was not knowing our needs We went from an Army
of a hundred thousand to one of four million. Is there any system
in the Navy to tell your needs under an expansion of that kind?

A - The nature of the problem 1s such as to make the differences
absolutely irreconcilable . The Navy is actually a going coneern at
the present time  You can't build a lot of ships in a year or two.
You might enlist a lot of men in the Army but the Navy 1% bound by

1ts material x=g

rxrwEmEREsy limits It could only be done at the rate
at which ships could be provided Our problem i1s very much simpler
than the War Depar tment problem.

Captain Allen Omne way of settling the procurement problem in the
last war was by the Navy Order rThere were some two thousand issued
during the last war Do you contemplate its use in the next war?

A - It 15 really a system very similar to seizure - commandeering,

- 12 -
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except that 1t 1s minor an its extent We k&&@ to avoid the use of

the Navy Order as far as possiple If our theory is correct that we
can go ahead and procure a large amount of different materials on the
outbreak of war under our ordinary system and only throw into the
allocation pot those things that are so cratical as to make 1t wise

to do 1t that way, I don't believe we will have to take up lhe gquestion
of Navy orders at once After a short time of operation I am quite
sure we wr1l have to go back to the same principle but 1t will then be
handled through the Army and Navy Board We won't attempt to place

Navy Orders until they are V1séa AR

by the coordinating
authority.

Q - Following that line that General Spalding opened up and prefacing
my question by the realization that you have plans that are under no
circumstances divulged to sludents, I was in a group of students
studang naval logistics and we were attempting to analyse the orange-
blue plan on the peninsula I gathered the impression that the Navy
does not consider supply an important element of command. In askang
questions aboutthe availability of material necessary we wer e told
taat would be supplied by the Bof S & A I have reference to such
things as Naval auxailiary ships No one seemed to know where we would
get the gvailable tonnage and in our pitiful efforts we went through
such things as the Mgrine Register to find out about ships of a particular
51ze/and ships that were awlable on the west coast would either be not

1n port of commandeered by the enemy and tonnage would not be available

not only not to meet auxiliary needs bult certainly not available for
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the transporting of men and supplies ‘on a 90-day turnaround That
brings up the question General Spalding has mentioned It may be
difficult to foresee our needs but the difficulty, the problem does

not seem to me to be the excuse for not setting ready for 1t. Youare
going to be confronted with th it situatrion and where 1s that data avail-
able and where 1s your assurance that the material will be available
for Army needs? Also what about tankers, fuel supply and the tons of
food and material for the establishment of bases® Does not someone
attempt to foresee those needs?

A - Yes, 1t 1s one of the pramary logisiic probvlems with which e are
concerned at all times There 1s no satisfactory solubion to the tonnage
problem because the ships don't exi8t, That 15 why we are endeavoring

’
to induce Congress to provide# Naval aUXlllaI'&ﬁ{a ﬂ‘ﬁ”ﬁa‘o does not solve 1t
because we have to have commercial tomnage to handle any problem.

Captain Allen. A1l that 1s being taken care of with the best possible
ab1lity in the Navy Department. The whole problem is being sone into
and every i1tem 1ncluding Phe tonnage of ships, number of ships, places
where they will be built, etc., are taken into account and looked after.

Q- Tha:t 18 not a function, then, of the B of S & A , but of the
War Plans Division?

A -~ Yes

Q -But you do coordinate with them?

A - We give them the data and 1t 1s thear job to find a way to get

the necessary tonnage.
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