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The Bureau of Supplies s~d Accounts as at present 
organized is the result of a series of modifications 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 recognized and adopted as part of the general 
naval policy, This progressive development is still going 
on s and it is doubted that the phase of static completion will 
ever be reached, Thereforej in listening to the description 
I am about to give you ofthe scope and methods of the 
Buro~.u you will please bear in mind that constant change and~ 
we hope s improvement is still underway, 

The Bureau of Supplies and Accounts was formerly 
the Bureau of Provisions and Clothing s having been consti- 
tuted, as such in 1842~ ~:.long ~ith four other Bureaus 
provided for in that y~ar s namely s "Navy Yards and Docks; 
Construction s Equipment rnd Repair; Ordnance and Hydrography; 
and I~iedicine and Surge~g", Some of the original bureaus 
have been subdivided s changes of names adopted s and.new 
bureaus instituted, Later s I will give you the present 
arrangement s but for thu moment let us follow the fortunes 
of Provisions and Clothing, 

In matters of procuremunt and supplyj, each bureau 
originally acted independently of the othors~ making all 
contracts for its m~m matezials s receiving storing and 
issuing themj and in general conducting its business affairs 
without attempting coordination ~;rith similar affairs of 
oth~r bureaus. This situation attracted the attention of 
Secretary of Navy ~Villism C, ~itney s who commented upon it 
p,t length in his annual report for 1885. After considerable 
study of the problem the solution was f~n~'.lly found by 
transferring to the Bureau of Provisions and Clothing the 
custody and records of all stores pertaining to the Navy s 
except those of the Bureaus of Nedicine and Surgery~ and 
the I~i[s.rine Corps, Congressj in 1889 s provided for maintaining 
in the Bureau of Provisions and Clothing property accounts of 
all supplies pertaining to the naval establishment; for the 
rendering of an annual report thereon to Congress; and for the 
transfer between bure~.us~ ~ ~,~thout r~'imbursement of supplies brought 
in prior fiscal ye~,rs° During the following two years (1890 and 
1891) it was provided: "that all supplies purchased 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 supplies~ together with all supplies on 
hand s shall bc arranged s classified s consolidated~ catc.!ogued 
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and issued for consumption or use under such regulations 
as the Secretary may prescribe~ without regard to the bureau 
for which they were purchasedt,. Although this law is very 
comprehensive~ it has been necessary to construe it in 
relati~ to other ic~s governing the use of appropriated 
funds, ~rhich conflict to some extent -~ith the purpose of the 
act just quoted. Th~ general intent of Congress in making 
appropriations covering operations of the Govermnent for s, 

i 

fiscal year isj of qoursej that the various sums specified 
shall control th.'~ expenditur~s made during that fiscal year 
for the purposes authorized by each appropriation, Conse- 
quentlyj if all supplies purchased with moneys appropriate4 
for the naval service were used indiscriminately without 
regard to the bureau for wl:ich they were purchased~ it 
could easily happen that supplies purchased under an 
appropriation of one bureau could be used for the purposes 
covered by an appropriation of another bureau; and thus~ to 
the extent that this ~ns donej def~st the intention of 
Congress when it established the li~ting amount of the 
appropriation thus favored, Fortunatelyj the incorporation 
in the 1890 Act of the words "under such regulations as the 
Secretary may prescribe" made possible a logical solution of 
this difficulty. Howcverj it took quite a long tin~ before 
a satisfactory working system was achieved. After the 
supplies had been classified and consolidated as directed 
by the law~ some time passed before they v~ere effectively 
catalogued, The ~nm~diate problem was to control in an 
efficient manner their issue for consumption or use. 
Before going further into that subjectj let me complete the 
description of the Burcau, 

The Act of ~aly 19~ 189~j changed the name of the 
Bureau of Provisions and Clothing to the Bureau of Supplies 
and Accom~ts. This Bureau is concerned .vlth all that 
relates to the purchase~ receptionj storagej care~ custody~ 
transfer~ shipment~ issue of and accorunting for all supplies 
and property of the naval establishm@nt 3 except medical 
supplies (but including their purchase) and supplies for the 
Narine .Corps, It still carries on the old functions whioh 
~relate to provisions and clothing~ being especially 
concerned with the rationing and clothing of enlisted men. 
It is directly in charge of all fuel for navy use~ of the 
chartering of merchant vesselsj the loading of supply ships~ 
and the operation of fueling plants. 
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As a fina~ciai agency the Bureau of Supplies and 
Accounts is concerned with all that relates to the supply 
of funds for disbursing officers and the pay~aent for 
articles and services. 

As an accounting bureauj the Bureau of Supplies 
and Accounts is concerned with the keeping of the appro- 
priation ~.nd property accounts o£ the naval estab,lishmentj 
including accounts of all r, mnufacturing and operating 
expenses at navy yards and stations; the direction of 
naval cost accounting and the audit of property returns 
from ships and stations. It conducts an administrative 
examination of the fiscal accoun%,s of disbursinc officers. 

At the present time~ there are seven other 
Bureaus of the Na~ 7 Department~ namely: Yards and Docksj 
N~_~vlgat_on~ " ~ (pri~.ri!y the personnel bureau)~ Ordnance~ 
Construction and Repair (o±' naw~zl vessels)~ Engineering 
(of naw.l vessels)~ Nedicine and Surgery~ and Aeronautics~ 
In additionj the Chief of IIaval Operationsj who is charged 
with the operation o£ the Fleet~ and its prep~ral, mon for 
war' use~ acts as a coordinator of effort~ ,through v~hom 
major ple.ns affecting the Fleet are put in final shape. 
The Judge Advocate General has cognizance of legal matters~ 
~vhile the General Board acts in an advisory capacity in 
matters of m~.jor policy. 

Each of the bureaus has its ovm distinct 
functions or field of operations in which it is responsible 
for the maintenance and upkeep of the Navy, that is~ of 
the Fle~t. This fu~ictional plan of administration is one 
which the Iiavy adheres to very closely throughout the 
c~ntire cstablis~hment; seeking thus to avoid all duplication 
of el'fort and to insure the performance of all duties ~j 
those best qualified by training and experience. 

Each bureau specifies t,h,e material o£ a technical 
nature required by it and, ai~ter procurement by Supplies 
and Accountsj controls the inspection of deliveries. Each 
bureau estima:t~s for the funds required to carry on its 
duties. The Bur,,~au of Supplies and Accountsj under the 
dir~ction of th~ Paymaster General of the Navy, is 
orge.nizud into four groups - ackLlinistrative~ supply~ financej 
and accounting. 
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THE AD~NISTm.T!VE GROUP , headed by the Executive 
Assistant ~.o the Assistant Chief of the Bureau, 

includes : 
: 

The }%rs....r P.l.an s Divis.i.on, which, in conjunction 
with the representatives of other buret.us and of 
the office of Naw~l Operations, assembles data 
in col m~ction with w~..r plans logistics. 

The £ppropriations Esti~nating Division~ which 
d~als ~ith Bud~ct-.ry questions of all kinds " 
invol~ng .the appropriations of the Bureau. 

The }~icid Service DivisJ.on~ which deals with 
equipment ~.nd civilian pcrsonncl 3 c.pportioning 
funds to carry on the supply, accounting, 
disbursing, and purchasing activities in navy 
yards ~ ~ ' ~.n~. statmons, ~.nd to maintain shmpsl 
equipment for those purposes. 

The Officer Personnel Division., which prepares 
reco,~_en ,~.tmons to the Bureau of Navig~tion in 
connection ~J~ith assignments to duty of officers 
of the Supply Corps ~.nd p~-y clerks. 

The Civilian Lssistant's Division, which 
O ' '' ' 

supervlses the civiiic.n force of the Bureau~ and 
h a n d l e s  t h e  m a i l  and f i l e s .  

The planning Division~ through ¥~hich is cleared 
ali matters sffecting policies, their establishment 
or change,modifications or explanations of procedures~ 
legal ms.tters and legislation, It also maintains 
contact with the General Accounting Office~ Bureaus 
of t he Navy and other departments and generally 

~I ° acts in an ~ .... vlsory capacity. 

THE SUPPLY GROUP includes: 

The Stock Division ~ which handles all matters re- 
lating to storage of the general stock of the Navy~ 
its inflow ~ ~i ~.nc distribution, proper storage 
facilities, ~eplenishment~ and speoifica~ions. 

The purchase .Division, which is concerne~ ~-~ith the 
central purchasing of stock in quantity and of 
special technical articles of large value. This 
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division prepares the schedules for advertising~ 
makes awards and contracts~ keeps in touch with the 
commercial world generally~ ~ ,~nc~ cooperates v~th 
other procurement agencies of the Government, 

.The . Clothing Division , which is responsible for the 
procurement 3 inspection I storage and distribution 
of clothing required by Uniform Regulations for the 
enliste£ men of the Navy. Financial control is 
exercised through at!ministration of the Clothing and 
Small Stores Fund. It should be remembered that 
navy enlisted men pay for the clothing issued to them 
through chcckages of their accounts~ except for the 
first outfit on original enlistmento 

The Subsistence Divisionj which controls the procure- 
mentj storage and issue of provisions for rationing 
the enlisted men of the Navy. 

The ~lel and the Transport~7~tio n Division; which 
administers the procurement; storage and issue of 
~hel for ohmps and other pnrposes; and also handles 
all questions relating to freight transportation. 

THE FINiNCE GROUP includes the Certification Division 
and the Disbursing Division. 

The Certification Division reviews all financial 
questions and problems arising in connection with 
c!a~s and vouchers and ;z~epares vouchers for 
settlement in those cases v~h~re payment is not made 
in the field. Its work is so voluminous that it 
w~ould be impracticable to detail it further. The 
Disbursing Division pays vouchers o.rising through 
the central naw'1 administrationj though many heavy 
payments are made through field offices. These t~,~o 
divisions of the Finance Group work in close 
connection and cover a very ~,~dde range of business. 

THE ACCOUNTING GROUP includes : 

The £dministrative ~ " ~ " Exc.mlm~tmon Division_~ whlch 
h~.ndlos ~.ii mattcrs pertaining to administrative 
examination of fiscal accounts of Navy disbursing 
officers. This audit is preliminary; <nd supplemental, 
to the work of the General ~ccounting Office. 
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The Appropriation Division J which maintains appro- 
priation ledgers ~md keeps exact records ~f all 
obligations and expenditures pertaining to each 
appropriation and fund of the Navy. 

The f.udit Division, which audits all property 
returns, 

The Cost Divisionj_ which controls the expenditure. 
r-ecords of the Navyj. particul~,rly industrial cost 
ae counting. 

The Cost Inspection Divisionj which conducts audits 
of plant records and books of contractors who are 
legally subject to naval supervision. 

The Property Lccoun.ting Division , ,,,.rhich conducts 
transactions in property re'lating to other depart- 
ments and to outside parties~ including sales of 
Navy .~terial~ ~nd clears all property transfers 
among various custodians; and 

The Emergency ststistics.l Division~ which prepares 
ststistical reports relating to funds snd work 
under the Recovery Program. 

This very brief description of the Bureau's duties 
~will give a general idea of its scope and functions 3 although 
it has been nucessary to omit many important features which 
time ~.ii not pel~it m~ntioning. 

Before proceeding further in describing the work 
of the Bureauj it will be well to call your attention to two 
accounting features o-f the naval establisbx~ont .v~hich have 
had considerable influence in the development of naval 
business methods. These are the General Zccount of j°dvances 
. and the Naval Supply Account Fund. 

First, th~L G~neral Account of Advancss- 

Following the coi,~non practice in our governmental 
system controlling the expenditures of appropriated fundsj 
our procedure prior to establishment of this account in 1878j 
required that when funds were needed for a given purpose I 
a r~quisition was submitted to the Treasury Department nam.~ng 
the amount desired and the appropriation from which to ke 
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drawn, A warrant was then issued covering the establishment 
of a deposit of the amount in question in the Treasury to 
the credit of the prope.r disbursing officer. Where a 
disbursing officer has payment to make under several appropria- 
tionsj he had separate accounts for each. This system did 
not work very well aboard shipj especially on foreign stationso 
Consequently in 1878 Congress enacted a law which authorized 
the advancement to naval disbursing officers of sums not drawn 
directly from specified appropriations. This law provided for 
a "General Account of Advances,, 3 an intermediate accountj in 
which were recorded the amounts passed to the credit of 
disbursing office_~s on naval ships and foreign stations. As 
these disbursing officers rendered their accounts current 
shorting the appropriations chargeable ~i%h expenditures~ the 
necessary book entries were made to adjust the relation 
between General ACcount of Advances and the appropriations 
concerned. The only restriction on this method was the 
provision that the amount carried in General Acdount of 
Advancers could never exceed the total of the available naval 
appropriation° 

This system~ adopted for ships (snd for foreign 
stations ss acquired)~ continued for ~0 years and worked so 
well that in 1908~ it was decided to adopt it for all naval 
disbursements. Since thenj all money for the Navy is first 
transferr,~d to the G.A.A.~ and on the basis of expenditure 
• returns~ in which the proper appropriations are specified and 
voucheredj the correct adjustments arc made on the books of 
the Treasury. 

A naval disbursing officer supplies himself with 
funds by submitting requisitions based upon his past 
disLursements~ without the necessity of stating under what 
appropriations or for what purposes the money is to be 
expended. Thus. there is avoidedthe possibility of having 
money available for some expenditures but not for others, 
The total ~.mount on deposit~ being available for any 
paymon%~ need not be as great as if it were made up of 
separate amounts cach ear-marked for a special purpose, 
This procedure greatly facilitates the business of the Navy 
Department in handLling the large number of appropriations 
with which it is concerned, It is a development of the 
Navy D~partment not being found elsevrhere in our Federal 
Government accounting~ except for a partial adoption by.the 
Army. The ~ ~ ~ ~.~m.nt~,ges of the one account v{ith the Treasury 
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embracing all funds to be disbursed are very great, particu- 
larly where a single disbursing officer, as in the naw.1 
service, makes poo~nents chargeable to a large number of 
separate and distinct appropri~tions. 

Next, the Naval Supply Accolmt Fund: 

I haw: ~iready quoted the law relating to naval 
stores enacted just prior to 18°2 when the Bureau of 
Provisions and Clothing was ronmaed the Bureau of Supplies" 
and Accounts. I ~.iso m~nticned that some difficulties were 
incurred in controlling the issue and use of stores. 

d 

t 

At first~ this was done by providing ths.t supplies 
purchased under a given appropris.tion should be available 
during the fiscal year in which procured only for the 
purposes covered by that appropriation. Such suppliesj 
when received into sto~e were designated "Special General 
Stock". After the expiration of the current fiscal year, 
thesc supplies became "Coimw~on General Stock"; could then 
be dravm from store, and used for any suitable purposs by 
an activity of any bureau without charge to the appro- 
priation thus benefited. The bad feature of this 
arrangement w~s the lack of balance between the cash 
expended for supplies and the supplies actually used. 
Some appropriations expended more for. s.upplies than they 
used~ while oth~rs used more supplies than they paid for. 
The °.difficulty is apparent and needs no further elaboration. 

This situation continued for a considerable tire 
c~using much discussion and some recrininations. Bureaus, 
whose appropriations were inadequate for v~rk in hand or 
contemplrted~ were prone to take advrntagc of the opportunity 
which presented itself at the col;~encement of a new fiscal 
year, ~;nd to draw from store supplies which had just become 
common ucncral stock~ ~.pplying th~n to their ovea purposes, 
although the stores had been purchased from appropriations 
of other bureaus, j.ftcr some years ~ a system was evolved wh 
which eliminated this difficultyo . rcvolvi~ig fund was 
established by Congrussional action, cntit!ed "The Naval 
Supply i ccount ~md". Under this system supplies are pur- 
chased, paid for from th6 fund~ end taken into store. When 
issued from store for consumption or use, their value is 
charged to the appropriation concorncd cad credited to the 
fund. Th6se crodits arc then used for the procurement of new 
stores. Thus, each appropriation is charged with the exact 
w lue of supplies applied to work in hind. 

• ° • . 
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There are certain exceptions to this practice; 
however° Stores of a highly technical nature; applicable 
to the purposes of a single bureau; are frequently (though 
not inwiriably) purchased as a direct charge to the 
appropriation concerned. Thus~ ordnsnce and ammunition 
,.zrc procured directly Under appropriations of the Bur,Jau 
of Ordnance. Aircraft and technical aeronautical mc.terial 
are procured tund~r appropriations of the Bureau of i eronautics. 
There: ~,r~ also c ~rt,:~.in other technical articles and materials 
which are t~ot included within the scope of the Naval Supply 
Account Fund. On the other hand; a good deal of highly 
technical mcterial~ ~v~ich could just as reasonably be 
excluded from the fund 6potations as ordn~ncc end aviation 
matcria!s; is a chually procurud and handled under the fund, 
There is no hard and fnst rule about it~ custom and conven- 
ience being l~-,rgcly in control. 

Tho~e arc thus two main accounts of supplies in 
store- the Naval Supply :.ccount; wkiich embrc, cos supplies 

:'purchased under the Naval Su21.>ly ~'_ccount ~hnd] end the 
Lppropriation Purchases Account; ~;~hich; as its name implies; 
embraces supolies purchased directly under the various 
appropriations o 

It is obvious that th~ introduction of the Naval 
Supply ~ ccount ~lmd has gruo.tly improved our stores accounts. 
All supplies; ~J,,ith certain technic,?.l exceptions mentioned 
above; arc procured under this revo].ving fundj and their 
values ~,re not che.rged to the ap?ropriations concerned until 
the ms.turial is actually issued for use. %~{cre this system 
universal~ the correct accounting .For supplies would be much 
simplified. Unfortm~ately~ the exceptions prevent completely 
satisfactory results. Th~se exceptions ~.re not arbitrrryj 
hov~ew~r; but are based on sound rousons, Primarily; the 
valuGs of ordn~nce~ aviatien end cort~ in other technical 
supplies not handl:~d through the funds are enomous; and 
the danger of wrecking the fund by attempting to finance 
these technicsl supplies is considerable. 

]~lqile on thi~ subject of stores m~.nagemJntj let 
me recall to you the St,?.ndc, rd Stock '~ ~ C,: t~.logue. 

The l~.<w of 1890; quoted ~,bove; provided among other 
things th}..t the supplies on hr_:nd should be catc~lo.sued. As 
soon as practicable thereafter this was ~'.ccomp!ished by the 
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issuance of a classified index list~qg the nsaes of articles 
can~:ied~ alphabetically arranged, the class to wNich each 
pertained~ the bureau or bureaus interested in its usc~ and 
the purpose, or charge account to which it was intended to 
be issued. This served for twenty years or so as fulfilling 
the catalojuing mandate of the law. Howeverj it was felt 
that this index was insufficient~ and there w~s subsequently 
dewJlopcd the Navy Standard Stock Crtalogue~ the forerunner 
of the Federal Stock Catalogue, which now is in use by the 
GovcrmnLent services generally. 

This catalogue lists all itsms of government stores 
which are of a standard character. Not only t~ ~, name of ~he 
articlej but the various sizes and kinds .'re itcmized~ 
followed by a description and the standard specification~ 
if anyj under which each is pro ~ "" cur~u~ ~.nd th~ D~partments 
of the Govc~muent interested in its use. The itams are 
grouped in classes., ~.n... e~-~.ch item. has ~ts individual 
Standard Stock Number. By an ingenious system of nm~beringj 
the iten~ are arranged both alphabetically and numerically. 
The classification is such that items can be stored in the 
same order as listed. Consequently~ by simple reference to 
a card index one unacquainted with an item can obtain its 
stock numbcrj and with that as a guide can proceed to the 
stor~.ge bin or area and locate the item at once. There is 
not time available to describe this catalogue in fullj but 
I wish to emphasize that it has made possible the proper 
custody and inventorying of stock to a degree which was 
undres~ned of before its adoption. The Navy~ and the 
Government generally~ owe a debt of gratitude to its 
inventor~ Rear Ldmiral T. H. Hicks, S.C.~ U. So Navyj now 
retiredj whose unceasing energy and wise foresight make its 
adoption possible. 

One of the most difficult problems with which the 
Bureau de~.is is Cost Accountingj which can be touched upon 
only very briefly. 

The Na~f is perhaps more largely occupied with 
industrial work than any other Department of the Government. 
The repair and maintenance of the FleGt is almost wholly 
conducted at our navy yards. ~.ny of the vessels composing 
the Fleet are constructed in the Navy's own plants. Nearly all 
of the naval ordnance is manufactured at the V~ashington Gun 
Factory~ the rough forgings only being procured from steel 
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plants0 Thus the problem of correct cost of production is a 
real one to the Navy. Prior to 1909~ it was customary for5 
the Navy Yard representative of each bureau to prepar~ and 
for~vard to the Bureau of Supplies and Accounts returns of 
cost of work under their cognizance. In the year mentionedj 
central acco~Iting offices were started in the w.rious yard&~ 
thereby coordinating and improving the work of cost accounting. 
-' % 

A finn cf accountants vras employed to aid in setting 
up a well d@signed system as it v~s the desire to follow the 
best industrial practice in cost accounting. Lfter consider- 
able studyj this firm found th~,.t the complexity of our 
system m~.r~edly differentiated us from co~ercial esg~blish- 

t 

ments, and ~ith the aid of our ov,m experts~ evolved a basic 
plan confo~ling to our necessities. This plsn vras adopted 
and its fun~.ment~l principles have been adhered tos 
Howeverj m~ny modifications have been incorporated since 
thcn~ s.ll tending to simplification of the routine work, 
and in r2~,ny c~ses to g~eater clarity in results, The 
diw~rsity of work done in our navy yards~ ranging from the 
construction of ships to all sorts of repair jobs of non- 
recurring character~ made it impracticable to adopt some 
of the rcfim~ments of cost accounting suitable to plcnts 
turning out standard articles involving constsnt repetitive 
oper¢,tions. Thus~ vchile the influence of such pioneers as 
F,rederick ~. Taylor ,~n~.. oth,~rs hc, s exerted its effect on 
our methods of managcment~ so thzt central plam~ing~ 
fb.nctional foremanship- ,I ~.n~,~ routing of work are all ps~ts 
of our system~ ~ve have gone only a little way in the 
development of piece work or standard tasks, Indeer~ such 
attempts as have boon me, de along that line have been 
discouraged by Congress~ which forbids th~ use of c,r~v 
apgropriations in payment of sal~,ry or pay wher~ stop- 
watches or other t~ne measuring devices are c~ploycd for . 
time studies~ and denies the right to pay a bonus for speed 
in perform~,nce • 

Under these circt1~astances~ we adhere to the old- 
fashioned plzn of distributing overhead by pror~,ting in 
accord:znce ~th the direct labor applied. Each shop is 
chs, rged with maintenance and operating expensesj power~ 
and its proportion of general expense for the determination 
of actual shop expense. Depreciation and disabilities of 
employees are taken into due account~ so that, the recorded 
cost of output is in general compars, ble to that of 
conmlercial establishments. 
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Having described for you the general orgcmization 
of the Bureau of Supplies and Accounts and having indicated 
the scope of its ~.ctivities~ it is believed that the descrip- 
tion can be aided by giving a few examples of the practical 
operations of the Bure~u~ 

Stock Upkeep~ Naval materials and articles are 
either stsndard or non-st~zdard. Standard items are 
maintained in stock in the va~@ous nav~/ yards sad stations 
through a carefully administered replenislmaent ~ystemj , 
based on recoraeo issues and expected demands. 

The establisl~,ent of standard stocks at navy yardsj 
the assign~:~ent of distributing pointsj the procedure for . 
stock m~,intenance~ and r, eview of ~ock requests and requi- 
sitions~ received from the yards must be carefully and 
thoroughly afiministeredo If stores required afloat are not 
in stock for reac\v iss,,e to the Fleetj delays in rep~.irs and 
upkeep result, Consequently~ the maintenance of a stock of 
all stsndard zm.terials ashore is of vital importance in the 
operation of the Fleet. The navy y,~rds and stations s re the 
main source of supply for all equipl~ent necessary to make 
a ship habitable~ materials requirec~ for repairs and c,,itera- 
tionsj ~nd consumable supplies required for operc, tion and 
cleanliness:. The specifications covering materg.e.ls required 
for use in the various departments e, re prepared by the 
technical bureaus~ due donsidcra±,ion being given to the 
special requirements for shipboard use. ~hny items carried 
in stock require manufacture by the Navy or special m~:nufacture 
by co.~ercial c.oncerns~ since the regular commercial articlej 
readily obtainable in the market 3 will not fulfill the require- 
r,le nt s. 

The Stock Division reviews all requisitions received 
from shore est~blishments end vessels of the Fleet for non- 
standard matcrialsj after api.?roval by the technical bureaus~ 
such as Engineeringj Construction ~.nd Repair 3 ~.nd NavigL:tion. 
Thc technical bureau having cognizance gives particular 
attention to the purpose for ~rhich the mcte~_al is required 
and the specifications given in the requisition. The Sto~k 
Division scrutinizes the requisitions with particular reference 
to the appropriations ultimately chargeable~ the delivery ~en,~s~ 
an~Jthe stores account and class in which the material shall 
be carried ashore or afloat pending its issue for use. 
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The Bureau takes considerable pride in the system of 
storage which has been developed under its supervisionj and 
the methods which have been adopted for prompt and efficient 
supply of stores. It is believed that the storehouses in 
the w~rious navy yards and bases compare favorably ~,.ith any 
m,_mnt~.zned in or outside the Government servzee. You are 
urged to t:ke advantage of the first opportunity to inspect 
one of these establishments, 

.purchas_ing, The Bureau of Supplies and itccounts is 
the principal purchasing ngency of the Navy, There are certain 
exceptions; which are as follows: 

The Office of the Secretary of the Navy purchases 
land ~?~ d s hips. 

The Bur,3au of Yo~rds and Docks makes construction 
contracts involving both labor and material. 

The Bureau of 0r<~n~.nce is authorize{1~ to purchase 
certain items of arms; amr.'unition ~md gun forgingsj 
though o~c.mn~..~llj the majority of these purchases 
~.nre ..... , ~' - m ...... u f o r  t h e  Buree ,  u o f  O r d n a n c e  b y  S u p p l i e s  a n d  
~ C c o u n t s  o 

The M~..,m_ne C o r p s  p e r f o ~ , : s  c, l l  i t s  own p u r c h a s e  
f\mctions. 

Tith these exceptions; all purchs~ses for the Navy 
~.~.re m~de by the Buru~<u of Supplies and Accounts or under its 
~mr<~ction by the Supply Officers of na~T¢ yards ~'nd statlonsj 
Supply Officers of ships s~rcl the Na~ Purchasing Offices 
located at N::~w York; N. Y.; S~:n Franciscoj Californiaj and 
S hangha1~ China. 

To obto.in better quantity pricosj the needs of all 
y;~rds and supoly depots for stock m~ t~rm~.Is aru consolidated 
~nd purchase ms do on ,_: Bm ~au schedule when the quantity 
r.arrants. This is accomplished by the assignment of the 
sev~.l classes of m~.t~rm,.l ~ c~. "~ to specific replenishment periods~ 
occurring for each class twice a year~ 

A co;re fully uompil~d end classified ~" ~.I~ a~_c~c.rs ' list 
is m,.int~ine .... in the Buree, u. The i~..t~rm~,is required are 
r:dvertised in accordance with the law c.nd invitaions to bid 
:.re sent to all fim.~s on the bidders' list for the particular 
~;r.torie.l under procurement, 
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Materials such as copperj tin~ flour and other 
cor,~nodities subject to market fluctuations are purchased on 
telegraphic bids. Every effori is exerted to md<e award by 
telegr~-ph or telephonc before the closing of the market on 
the day the bids are opened. 

When purchases are made in the field on requi~ 
sitions submitted to Supplies and £ccounts~ the Purchase 
Division designates the point of purchase, Certain emergency 
purchases and small quantity purchases are authorized to be 
made by field activities and ships without reference to the 
Bureau. While wide discretion is allowed field purchasing 
officersj controversial~ cases are .referred to the Bureau 
of decision. The Bureau exercises a certain amount of 
supervision over these field purchases and endeavors to see 
that the s~le principles are used in determining awards 
throughout the Serviceo 

A good exam rlc of the procedure follo-:~ed and the 
coordination of effort cffectec] under the Navy Department, 
methods is found in the process of supplying the Fleet with 
fuel oil, 

The technical characteristics of fuel oil are 
determined by the Bureau of ~gineering~ which maintains a 
constant study of the burning efficiency and other qualities 
of available oils~ varying the specifications from time to 
time to meet the requirements of the .service end the changing 
conditions of the market~ Thusj the quality, of the oil is 
fixed upon, The Office of Naval Operations~ from its 
estimate of the situationj determines upon the Fleet operating 
plan for the coming year. This plan controls the number of 
miles to be steamed by each unit of the Fleet~ the speedj 
number of -~ .... ,~.~ in port~ end other factors necessary to 
approx~natc the mmlber of barrels of oil to be consumed by 
the unit. A s~um~ation of these results gives the quantity 
Of oil which ~i~ili be requiredo 

r _ • 

~,~lith the se d~_~t~. in he.nd; the Bure au o f Supplies 
and Accounts proceeds with the awarding of contracts in the 
various ports of the eastern and v~estern seaboardsj usually 
for six-months periods. (~ving to the large quantities of 
fuel oil consumed per year - about eight ~.~Lillion barrels -- 
a number of oil suppliers participate in these ~ontracts. 
Only a comparatively small part of this oil is bought for 
storage and issue at the various navy yards; the bulk of 
it being taken by the Fleet direct from the suppliers as 
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needed. The Bureau ofSupplies and Aocounts makes very 
detailed monthly reports to the Chief of Naval Operations 
and to the Commander-in-Chief of the Fleetj showing the 
fuel consmnption records of each fleet unitj arranged by 
divisions and forces~ thus keeping them informed at all 
times as to the F!eetts record-in this respect. 

The method used for controlling the funds expended 
for the ~ayj subsistencej and transportation of commissioned 
and enlisted forces of the Navy is another good .example of 
coordinated efforto The Bureau of Navigation and the Bureau 
of-Supplies and Accounts work in close touch with each other 
in this connectiono Again we revert to the Fleet maintenance 
plan of the Chief of Naval Operations for our basic facts. 
The nu~ber of ships of each type that will be in commissionj 
and those bh~t will go out of commission are all consideredb 
Congress fixes the n~L~ber of officers and men to be employedj 
bas,~G on these operations datao The Bureau of Navigation 
sets up a schedule showing the distribution of men in each 
pay gradej and the Bureau of Supflies and Accounts calculates 
the pay and allowances for all grades~ 

The subsistence costs of the men in the many var,ying 
conditions under which they serve~ the cost of recruiting and 
transportationj and all the incidental expenses involved in 
maintaining a large body of men are determined in consultation 
between the two bureaus. This affords a constant check on the 
costs of the operating personnel and the financial resources 
available for that purpose. 

An example of the handling of an emergency procure- 
ment problem by the Bureau and its field activities m~-:y be of 
interest On i February 1952~ the ~ • Bu~eau~ learning o f  the 
movement of Marines and the Twenty-first Infantry from Manila 
to Shanghai as a result of the Japs~ese military activitiesj 
radioed the Colmnander-in,Chief 3 Asiatic Fleet~ for infor~,tion 
as t o what additional frosh and dry provisions were required. 
A reply w-:s received the follov~ing morning 3 stating that 
fresh and dry provisions for 6~000 men for three weeks should 
be shipped by the steamer PRESIDenT TA~T~ sailing from Seattle 
four days latero Instructions were iL~ediately issued by radio 
to the Navy Yard~ puget Sound~ to make purchase and shipment 
of' 250 tons of fresh provisions and to ship from store some 
S~O tons of dry provisions. The articles of fresh provisions 
were advertised and contracts therefor awarded by Puget Sound 
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the same day. By working three s~fts the contractors made 
satisfactory deliveries and all articles were loaded aboard 
the PRESIDENT TAFT by 2:80 p.m. on February 5th. This was 
a little more than three days from receipt of radio 
instructions in Washington~ and only four days from the 
time the Bureau first started to investigate the necessity 
for provisions for the armed forces in Shanghai. Incidentallyj 
the priced invoices accompanied the shipment. 

'° 

In the foregoing resume Of the functions of the" 
Bureau of Supplies and Accounts, effort has been made to 
avoid detailed descriptions of sections and divisions 
pcrtaining to the various classes of work. Necessarily~ 
some mention of them has been made in order to l~%y before" 
you the fact that such sections and divisions do exist. 
It is not considered necessary~ howeverj to explain their 
functions to you in detail~ as the salient fact of their 
existence is sufficient to give the picture desired. 

As has been frequently stated 3 the primary function 
of the v~hoie Navy Department is to ms,intain the Fleet in 
readiness for war° At the risk of seening to be trite in this 
respect I must repeat that this thought is actually the 
controlling motive throughout the administration of the 
Department. The fact is continually borne in mind that the 
Fleet must be capable of operating in any part of the ocean 
quite remote from sources of material supplyj and often for 

" extended periods of time. Since any modern war vessel is a 
ve~£ complex machine; there exists a v~ry wide variety of 
n~,terial needs to maintain it. As it has not beQ~ practi- 
cable to provide extensive space within the hul!; for the 
storage of materials~ it is highly essential that efficient 
use be made of the limited space availablc. Consequentlyj 
it is evident tl~t the function of storage; stock .upkeep; 
and issue is best handled when centralized in a single 
department known as the "Ship Supply Department"; officered 
by specialists insupply problems. 

Quick and efficient replenis[~nent of the stock of 
~.~terials aboard is necessary in order that the units of 
the Fleet may move in ~nd out of port promptly. This 
requirement can only be met by having available; at 
strategically located pointsj supply bsses that maintain 
at all times a complete stock of the materials which may be 
required. The shore part of naval supplyj then; is 
organized to consist of supply bases where complete 3 or 

-16- 



nearly completej reservoirs of all articles and materials are 
constantly ~intained. These supply points are located in the 
navy yards along the Atlantic and Pacific Coastsj as well as 
in Honolulu and Cavite. 

These stocks of supplies so maintained are not 
solely for the purpose of direct issue to ships but serve also 
for the industrial shore establishments and such miscellaneous 
shore activities as training stationsj radio statipns~ etc. 
Neverthelessj th~ activities of all such stations are directed 
to the sole purpose of n~aintaining the Fleet in operation; 
and the prompt delivery to them of the needed materials is 
of parallel importance v~th the direct issues to the Fleet. 
Howeverj the direct demands of the Fleet itself alr~ays take 
priority where precedence is needed. 

The Bureau of Supplies and Accounts endeavors to 
coordinate and control the even flow of materials to all 
these activities~ s~d ,~ach part of the problem is handled 
according to th,~ decisions made from time to time regarding 
the most ,~fficiont and economical method. Thus~ we have 
centralized purchasing and distribution in those cases 
where the nature of the business indicates the wisdom of 
that method, On the other hand~ decentralized methods are 
followed ~hen the nature of the matc~rials to be procured- 
for oxamploj fresh provisions _~r i~uediatG consumption - 
indicates'the advisability of other procedureo Consideration 
is given to ov~rDr phase of the problem before decision is 
made as to the: mode of procedure to bc adopted. This is 
exJmplifi~d in connection v~ith the latest in the field of 
naval activitiesj -the Bureau of Aeronautics -which has 
brought with it a great many Froblen~ somewhat new to the 
service. The prompt s~d efficient procuring of aeronautical 
suppliesj including aeroplanes~ as v~ell as the proper storlng> 
issuing end accounting for aircraft supplies~ furnish problems 
which require the constant study of those assigned to that 
v~ork. The procurement of aircraft is guarded by special 
legislationj ~.nd the Secretary of the Navy is solicitous that 
these matters should be strictly ~d creditably handled. 
~ng to the complex legal situ~ution surrounding this question 3 
the Judge Advoc~te General of the Ns.vy necessarily passes upon 
many of the problems involw~d before their solution is attained. 
The t~naency~ of cours~ has be~n to require the aircraft 
business to conform to the standards previously set up in 
connection ~ith other technical matters. However~ the fact 
has not been lost sight of that the solving of aircraft 
problems affords examples and lessons which arc useful to us 

-17- 



and can be applied to general nav&l business. 

The constant aim of the Bureau is to conduct its 
affairs so as to accord with the business principles found 
in con~nercial life. It is true that the statutes provide 
many formalities for the conduct of Government business and 
set up certain restrictions ~hich are commonly referred t o as 
"red tape". Nevcrtheless~ whenever the needs of the service 
.require imnediate ac+,ionj it is always possible to move with 

• rapidity and to accomplish the desired results v~ithin very" 
brief space, of time. Thusj in an emergency it would be quite 
possible to place orders for large sJnounts of material by 
telephone, vrithout fon~ml competitive bids, to order shipments 
of large quantities of stock from point to pointj and to take 
steps necessary tc accomplish a given object. This is not 
ordinarily done due to the fact that restrictive statutes are 
considered wise in their purposej cnd while possibly causing 
some inconvenience in a given instance, yet in the long run 

r% . ~ " they enhance the efficiency and c~.p~clty of the Navy for 
important transactions. 

As the Bureau of Supplies and Accounts comes in 
close contact with the commercial affairs of the countryj it 
has always been anxious to forTrard the business interests of 
the Navy in its l'elations with the commercial world. At the 
same timej it endeavors to protect the interests of the 
bureaus of the Depart:nent so far as assisting in the economical 
expenditure of their funds and in securing" the best service 
~-;here contractual relations are concerned, 

The Bureau of Supplies and Accounts is largely a 
service bureauj assisting the tec,hnical bureaus by affording 
the necessa~r machinery for carrying on what might be denoted 
as their commercial affairs. It is "also a technical bureau 
itself in relation to its handling of provisions and clothing, 
fuelj and other de~ails for the naval service o£ a some,~hat 
miscellaneous character. 

In conclusion, I would ask  you to bear in mind 
thai. the Navy~ v:hich might be denoted as a "going concern"~ 
w-ould~ in til,e o£ ~,arj be expanded as fast as conditions 
permitted, ~nd that in the course of this expansion it is 
contemplated the same methods and principles utilized in times 
of peace would be carried on. The ~.Ireau of Supplies and 
Accounts, therefore, in the adoption of its plans and 
policies is constantly confronted with the question of 
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whether its procedure would be practicable in war-tine and 
seeks to adopt only those systems which would stand the test 
of war conditions. It is true that peace-t~r~e economy 
requires certain methods which might have to be discarded 
in warj but such methods are restricted to a minimum. 
Constant study is given such practices with the view of 
supplanting them with routines intended to endure under any 
and all conditionso 

ooooUoooo 

Adhniral Conard: I would be ver~y glad to answer 
any questions that any of you have to put on the operations 
of the Bureau of Supplies and Accounts and allied matf, ers. 

Q. I ~ould like to ask~ sirj of the procurement 
that is done by the Bureau of Supplies and Accounts what 
per cent of it is done here in Washington ~nd what per cent 
is done in other places? 

A. About 50% is done centrally and 50% locally. 

Q. Ana of the total procurement done about what 
per cent is donc~ sir~ by the Bureau of Supplies and Accounts 
arid what per cent is done by other agencies? 

A. ~ell~ my previous answer relating to the 
purchases that ware handled by the Bureau of Supplies and 
Accounts alonej 50,~ central and 50% in the field° Tha total 
purchases made by the Navy of course include the contracts 
for ship building~ ships themselves and ~ rge public works 
contractsj and some of the Bureau of Ordh~snce contracts which 
I have mentioned. I should say that perhaps 25% of the money 
spent by the Navy is the result of contracts made by the 
Bureau of Supplies and Accounts. You have to bear in mind 
that a large amount of money is spent ~ithout any contracts 
at al!~ of course~ the pay of the commissioned and enlisted 
force~ ~nd things of that n,0~ture that arc simply expenditures 
of funds without contracts. 

Qo We read something of the duty of the Director 
of Procurement in the Treasury Division~ who~ I believe~ is an 
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admiral of the Navy, Nsy I askj sirj something of the nature 
of the contr.ct between your Bureau end that of the Treasury 
Department ? 

A, V~fell~ his business relates Is rgely to procurement 
for all other departments of the Government 3 without inclusion 
of the Army add Navy~ as I recall the situation. In other 
words~ he has recognized the military cb~.racter of the Army 
and Navy business and deals with those two departments on the 
basis of a common procedure but leaving to the departments 
the actual conduct of the business. I don't know whether • 
ths t covers your question or not, 

Q. Admiralj there is one question I would like to 
ask; if you could please explain it to us, How do you get" 
people on this approved list of bidders? ~q~at do they have 
to do~ and do you remove concerns from this listj end if 
you do remove them is it a disgrace to that concern to be 
taken off? l~at do you use as a mode of punishment? 

A. Of course in the firs% place the list is held 
in c confidential status and if a firm fails to maintain 
its character of a member of the chosen family 3 so to speak~ 
I don't know that it would be considered a disgrace, It 
wouldnlt be published generally° I dontt know that many 
occasions of that sort have arisenj where a name has been 
eliminated after once going on the list, 

Q. If I were bidding on some particular material~ 
how could ! get on that list? Have i got to submit my 

r • _r~ 

~terl~l vrithout any chance of bids being opened~ say for 
six months? ~hat is the mode? 

A o The procedure is about as follows: I have a~ 
memorandmn on the subjecte The purpose of this acceptable 
list is to lhcilitate purchase of satisfactory materials 
under the follow~'~ng circumsSances8 

a. ~enj detailed specifications being 
avail~ble or not 3 the time duration of 
complete tests to determine suitabliity is 
such as to cause too great dela~y in delivery 
or too great expense of specifications of 
material~ for exsmple~ steam trapsj dry 
ce!is 3 insulated materialsj lubricating 
oil~ etc, 
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b, V~en the necessary tests to determine suitability 
are such as to require the use o£ apparatus or 
testing equipment of a complicated or expensive 
nature which is not in common industrial usej 
for exampl% rolling platformsj shock testing 
stands~ etc. 

c_. ]~en technical requirements cannot be fully 
covered by specifications° As an exsmplej 
several brs.nds or even types of apparatus 
or m,:~ter1~l all differing in essential details 
may be satisfactory for a given purpose. In 
such a case a complete specificationj which 
would fully protec$ the government's interests~ 
could not be drawn without unduly limiting 
competition. 

d. ]Then the apparatus or material is of an experi- 
mental nsture; for examl:,le; radio nmterial. 
Now you asked how they get on this list? 

Qo Yes; sir° 

A. Originally the list was compiled by the various 
tecb~lical buresus of the Department from their experiencesj 
indicating that th~ names listed had submitted for test 
material ~-rhich had been found acceptable. Then .the lists 
~-~ere consolidated and put in one complete list in the Bureau 
of Supplies and Accounts. The proposed forms for items on 
t,he acceptable list of approved materials are distributed 3 
not only to the ms, nufacturers listed~ but also to other 
prospective sources of supply° Bids from regular dealers 
for acceptable brands are considered on the same. basi~ as 
the bids for manufacturers, Every effort is made to ~nlarge 
the number of ap~er~ved brands and the number of bidders on 
each br~.nd snd any product subject to the acceptable list 
r~quirements. A schedule or specification inviting bids 
contains one or more of the acceptable list clauses. The 
point of that is that even though we have the acceptable 
list est~b..ished 7~d "even though it is added to from time 
to time with names of m~,nufacturers who submit their 
samples for test under the conditions which I ha.re just 
describedj when we go into the market for that m~.terial we 
invite bids from other de~.lers and inform them of the 
situation in regard to getting on the acceptable list. 
It is prcbable that in that particular purchase the dealer 
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would not be able to compete because there would not be ti=e 
to have sample tested~ but it informs hire, of the situations 
regarding the acceptable list and allows him to take up the 
problem of getting on the list for future purchases. 

Colonel Jord~,n: The Navy is able to buy things 
from this list without having to run a series of tests. A 
m~.n submits n~.terial~ c,s I understand it~ ~nd the m2~terial 
is tested at his expense. He gets on this list and then the 
Navy can buy i~m~ediately; just as soon as the bids are 
opened. I have often thought of what a fine thing that would 
be if we could just do it in the Army. I don't know where 
the Navy has the pull but they seem to get things pulled off 
that we can't in the Army. 

/ 
Admi#al Conard.. We lined this thing up and took 

it over to the General Accounting Office and had them pass 
on the plan ~:nd we got an approval of the system. 

Colonel Jodan : 
• congratulationsj sir. 

I want to extend my sincere 

~. I would l~]<e to ask a question about advertisingj 
say for cement, Now do you E~zve to send this advertisement 
to the Netional /~dvertiser and all those eight or ten people 
that the Army has toj including Dodge reports? 

A. ~Jire have to advertise in the newspapers. 

Q. Do you hsve to advertise in the post offices? 
Now I sm a cement dealer and my plant has a bureau of standard 
inspectors. I s~n not on your list but I submitted a bid. 

A. li~hether cement is one of the items carried on 
the accepts, ble list I don lt remember. Ordinarily n~.terials 
are simply submitted for tests at the tLv~e of that particular 
purchase. It is only articles which it would be impracticable 
to test out for the particular purchase that we have the 
acceptable system. I il~r~gine that cement probably is one of 
our long ti1~s testing materials. It would probably be on the 
list. 

Q. ~,~at is the history of any effor~ that has been 
made to merge or coordinate the supply organi~_ations of the 
Navy and Marine Corps? Hc~s therG been any such? 
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A. No very extensive effort. The N~rine Corps being 
a self-contained mobile body~ with the necessity for being 
able to move promptly ~nd without any restriction~ they simply 
have been left to work out their own salvatione They have 
done it very well. 

- 

453 

Q. I understood you to say you bought a certain 
subsistence supplies by bid in accordance with the market of 
the moment. Did I hear correctly? 

once. 
A. Some of the material has to be decided upon at 

Had you any particular thing in mind? 

Q. No; sir. The reason I asked is do you have any 
such thing as procurement of subsistence for a monthts time 
or do you buy for immediate needs? 

Ao Fresh provisions are the materL~is that are 
takcJn off the m orket n:~d consumed at once. ?/e make contracts 
in all of our ports for a period of time from one to three 
months ahead and then allowed the ships to purchase this 
matorial as needed, This is the regular plan. 

Colonel Jordan: C~ptain B~k~rj vle would like to 
hear from you~ sir. lVe don't very oTten get a distinguished 
fellow instmictor v nd we would like very much to have you 
say somethingj sir, 

Captain B~ker: Col onel~ ~/hat can I say? 

Colonel Jord<n: He has b~cn in charge of one of 
the Naval schools nd is instructing men along lines very 
simil?r to what we are doing; but of course not as v~ide a 
scopeo I v~ould like ilim to tell us something of hi~ ~;ork. 

Captain Baker: At theNaval Finance ~nd Supply 
School v;c give young line officers w:ho arc graduates of the 
Navel Academ$~ and a cort?in number of reserve officer 
students post-graduate instruction to enable them to carry 
on the junior duty of officers of the Supply Corps and the 
Navy, ~Sb give them a nine months W course starting with 
government ~nd org-nization so as to be logical~ ~:nd then 
we hsvu some seventy days of practical instruction in all 
forms of ~:ork. They haw~ courses in subsistence matters 
?rid things of that sort as ~ell. They visit all important 
enterprises in the neighborhood. They make two or three 
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visits to both the Army and Marine Corps depots there in 
Philadelphiaj and most of the prominent people in purchasing 
and business talk to the school during the year. In addition 
to that; they have a number of famous professors from both 
Princeton and Pennsylvania who lecture either on governmental 
and historical subjects connectedj of course; largely with 
the Navy I and on business practices and economicso In 
addition to that we have a long series of lectures; as well 
as studies; on economics; and we wind up during the year 
with a week's course in wartime supply which we ourselves 
largely handle; with the assistance of at least one officer 
from your organization. That; I think; Colonel; gives you 
in brief what we attempt to do and that fits the officersj 
as near as we can do it in nine months' time; to go to sea 
and perform their junior duties; and it has been pleasant 
to realize that ~:e have been quite successful. Not long ago 
we got a letter from one of the colmmanding officers of a big 
ship in which he said that this young reserve officer who 
had had nine months' experience was phenominally competent. 
]~ereas we realize that they are not all like thatj 
occasionally ~ve can turn out those people and that is 
justification fcr a continued enthusiasm. 

Colonel Jordan: Thank you very much. You are to 
be congratulated. Admiralj I want to tell you; sir; how much 
we appreciate your taking the time off to come here and talk 
to the College. 

Admiral Conard: It is a real pleasure to be here. 
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