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The Burecu of Supplies ond i.ccounts as at present
organized is the result of a serics of modifications which
took place over o period of years, during which the demands |
of thc naval service have becn studied end conformecd to as |
they have been rccognized and adopted =s part of the genersl
nevel policy. This progressive development is still going |
on, #nd it is doubted thet the phasc of stetic completion will
ever be reacheds Therefore, in listening to the description
I am about to give you of the scope and methods of the
Burcoru you will plcasc bear in mind that constant change and,
we hope, improvement is still underway.

The Burcau of Supplics end iccounts was formcrly |
the Burcau of Provisions and Clothing, having bcen consti- o
tutced as such in 1842, ~long with four other Burcous
provided fer in that ycar, nomely, "Novy Yerds end Dockss
Construction, Equipment snd Repceiry Ordnonce end Hydrogrophys
anc liedicine and Surgery". Some of the originel burecaus
have been subdivided, chenges of names adopted, end ncw
burcaus instituteds, Leter, I will give you the prescnt
crrengement, but for the moment let us follow the fortunes
of Provisions anc Clothing,

In matters of procurcment and supply, each bureau
originally ected independently of the othcrs, mcking all
contracts for its own mcteriels, receiving storing ond
issuing them, and in general conducting its busincss affairs
without attempting coordination with similer affairs of
othcr burecuse This situation attracted the attention of
Sceretary of Nevy Williem Ce Whitney, who commented upon it
~t length in his annual report for 1885, [ fter considerable
study of thc problem the solution was finclly found by
transforring to the Burcau of Provisions and Clothing the
custody end records of 2ll stores pertaining to the Nevy,
except those of the Bureaus of Medieine ~nd Surgery, o~nd
the Morine Corpse Congress, in 1889, provided for maintcining
in the Burcau of Provisions and Clothing property accounts of
©ll supplies perteining to the nevel estoblishment; for the
rencering of en ennuel report thercon to Congress; ond for the
trons fer between bureaus without réimbursement of supplies brought
in prior fiscal yenrs. During the following two yecars (1890 and
1691) it was provided:s "that 211 supplies purchesecd with moneys
appropriated for eny brench of the navel cstablishment shall be
Ceemed to be purchased for the Nevy and not for any burcau
thereof, znd that thesc supplies, togcther with all supplies on
hond, shall be arranged, classified, consolidated, caotalogued




and issued for consumption or usc under such regulations

as the Secrctary mey prescribe, without regerd to the bureau
for which they were purchased%, [Llthough this lew is very
comprehensive, it has been necessery to construe it in
relggiaqu to other laws governing the use of appropricted
funds, ihich conflict to some extent with the purpose of the
act Jjust quoteds Thc general intent of Congress in meking
approprictions covering opcrations of the Government for o
fiscel yeor is, of course, thet the verious sums specified
shall control thc expenditurcs made during thet fiscal yecr
for the purposes authorized by ecch appropriation, Consee—
quently, if all supplics purchesed with moneys appropriated
for the naval service were used indiscriminately without
regard to the burcau for which they were purchased, it

could casily happen that supplies purchased under an
appropriation of onc bureau could be used for the purposes
covered by an appropriction of another bureau; end thus, to
the cxtent that this was done, defest the intention of
Congress when it established the limiting amount of the
appropriation thus favored, TFortunately, the incorporation
in the 1890 Act of the words “under such regulations as the
Scecretary may proescribe® made possible a2 logical solution of
this difficulty., However, it took quite a2 long time before
a satisfactory working system was achieved, After the
supplics had becn classificd and consolideted as directed
by the law, some time passed before thcy were effectively
catalogueds, The immediate problem was to control in an
¢fficient manner their issue for consumption or use.,

Before going further into that subject, let me complete the
description of the Burcau,

The Act of July 19, 1892, changed the name of the
Burcau of Provisions and Clothing to the Burecau of Supplies
and Accountse. This Bureau is concerncd with all that
relatcs to the purchase, reception, storage, care, custody,
transfer, shipment, issuc of and accounting for all supplies
and property of thc naval establishm&ht, except medical
supplics (but including their purchase) and supplics for the
Marine Corps. It still cerries on the old functions whioh
rclate to provisions end clothing, being especially
conccrned with the rationing end clothing of enlisted men,
It is directly in cherge of all fuel for navy usc, of the
chartering of merchant vessels, the loading of supply ships,
and the opercation of fueling plents,
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As a financial agency the Bureau of Supplies and
Accounts is concerned with all that relates to the supply ?
of funds for disbursing officers and the payment for
articles and services.

As an accounting bureau, the Bureau of Supplies
and Lccounts 1s concerned with the keeping of the appro-
priation and property accounts of the naval establishment, i
including accounts of all manufacturing and operating
expenses at navy yards and stations, the direction of
neval cost accounting and the audit of property returns
from ships and stationse. It conducts an administrative W
examination ol the fiscal accounts of disbursing officers. é

At the present time, therc are seven other
Burcaus of the Navy Department, namely: Yards and Docks,
Hevigation (primarily the personnel bureau); Ordnance;
Construction and Repair (oif neval vessels); Enginecering
(of navcl vessels); ledicine and Surgery; and Aeronautics,
In addition, the Chief of llaval Operations, who is charged
with the operation of the Fleet, and its preparation for
war use, acts as a coordinator of effort, through whonm
mejor plans affecting the Fleet are put in final shape.
The Judge /Ldvocate General has cognizance of legal matters,
while the General Board acts in an advisory capacity in
matters of major policy. |

Pach of the bureaus has its own distinct
functions or field of operations in which it is responsibile
for the maintenance and upkecp of the Navy, that is, of
the Flects This functional plan of administration is one
which the Navy adheres to very closely throughout the
cntire cstablishment; secking thus to avoid @ll duplication Il
of c¢ffort ond to insure the performence of all duties by i
those best qualified by training and expcricnce. }

Each burcau specifies the material of a technical i
ncture required by it and, after procurement by Supplies 4
ond Accounts, controls the inspection of deliveries. Each i
burceu estimotes for the fuads required to carry on its i
dutles. The Burcau of Supplies and Accounts, under the i
direction of the Paymaster General of the Navy, is
orgenized into four groups - administrative, supply, finance,
and accounting.,




THE ADMINISTR/TIVE GROUP, headed by the Executive
nssistont ®o the Assistant Chief of the Burceu,
includcss

The Wer Plons Division, which, in conjunction
with the representotives of other burcous ond of
the office of Novel Operations, asscmbles date
in comncction with wer plens logistics,

The /fppropristions Estimoting Division, which
cdecls viith Budgetory questions of 211 kinds
involving the cppropriations of thc Burecu,

The Iicid Service Division, which deals with
cquipment cnd civilicn personncl, cpportioning
funds to carry on thc supply, cccounting,
cisbursing, cnd purchesing activitics in nhavy
yords enc stetions, ond to meintoain ships!
equipment for those purposes.

The Officer Personnel Division, which prepcres
recommen.ations to the Burecu of Nevigotion in
connection viith assignments to duty of officers
of the Supply Corps :nd pry clerks,

The Civilien /.ssistent's Division, vhich
supervises the civilicn force of the Burenu, and
hendles the meil ~nd files, |

The Planning Division, through which is clecred
all motters effecting policies, their establishment
or change,mocdifications or explanations of procedures,
legel motters and legisletion, Tt nlso mrintoins
contect with the General Accounting Office, Burecus
of t he Nevy and other departments snd gencrclly
acts in cn cdvisory copocitye.

THE SUPPLY GROUP incluces:

The Stock Division, which handles 2ll mstters re-—
loting to storoge of the genersl stock of the Nevy,
its inflow and distribution, proper storege
focilities, replenishment, cnd specificotions,

The Purchase Division, which is concerned with the
centrcl purchasing of stock in quantity =nd of
specicl technicel crticles of large value, This
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division prepares the schedules for advertising,
m~kes n~words ond contracts, keeps in touch with the
commercizl world generally, and cooperntes with
other procurement cgencies of the Government,

The Clothing Division, which is responsible for the
procurement, inspection, storcge end distribution

of clothing required by Uniform Regulations for the
enlisted men of the Nevy. Fincncial control is
¢xercisec through administretion of the Clothing and
Smll Stores Fundse It should be remembered that

novy enlisted men poy for the clothing issued to them
through chcckoges of their accounts, except for the
first outfit on original enlistment.

The Subsistence Division, which controls the procure-
ment, stornge cnd issue of provisions for rationing
the enlisted nen of the Novy,

The Fuel =nd the Trensportotion Division, which
~dministers the procurement, storsge ~nd issue of
fuel for ships ond other purposes, snd also hendles
cll questions reloting to freight trrnsport-tion.

THIZ FIN/NCE GROUP includes the Certification Division
end the Disbursing Division.

The Certificotion Division reviews o1l fincncial
questions rnd problems crising in connection with
cleims cnd vouchers cnd mrepores vouchers for
settlement in those cases where payment is not mede
in the field, Its work is so voluminous thet it
would be impracticoable to detril it further. The
Disbursing Division poys vouchers ~rising through
the centrcl novel administretion, though meny heovy
poyments are mede through ficld officese These two ‘
divisions of the Fincnce Group work in close
connection end cover o very wide range of busincss,

THL LCCOUNTING GROUP includes: - f

The /dministrative Examination Division, which |
hendles =11 motters pertoining to administrative L
excminotion of fiscal accounts of Nevy disbursing
officers, This sudit is prelimincry, ¢nd supplcmental, i
to the work of the Genercl ,.ccounting Office. |




The Lppropriction Division, which meintesins appro-
priation ledgers end kecps exaet records of all
obligations and expenditures pertcining to each
appropriction end fund of the Navy,

The /udit Division, which sudits all propcrty
returns.

The Cost Division, which controls the expenditure.
rcecords of the Navy,- particulrrly industricl cost
accounting.

The Cost Inspection Division, which conducts audits
of plent reccords cnd books of contrictors who are
legelly subjiect to neval supervision.

The Property [ccounting Division, which conducts
trenscctions in property rclsoting to other depart—
ments nd to outside partics, including scles of
Navy motericl, ond clcars all property transfers
smong various custodicns; snd

The Fmergency Steotisticnl Division, which prepares
stetistical reports rclating to funds ond work
under the Recovery Progrem,

This very brief description of the Burcau's duties
will give o general idee of its scope end functions, although
it hes been necessary to omit many importent features which
time will not permit mentioning.

Before proceeding further in describing the work
of the Burcau, it will be wcll to call your attention to two
accounting features of the naval establishment which have
hed considerable influcnce in the development of naval
business methodse These are the General [ccount of /.dvances
.end the Navel Supply lccount Funda

First, thc Genersl Lccount of Ldvances:

Following the common practice in our governmental
systcem controlling the expenditures of appropricted funds,
our procedurc prior to c¢stablishment of this account in 1878,
required thot when funds were needed for & given purpose,

& requisition wes submitted to the Trecasury Department naming
the zmount desired and the appropriation from which to ke




drewn. /L warrant was then issued covering the establishment
of a deposit of the amount in question in the Treasury to

the credit of the proper disbursing officer. Where a
disbursing officer hes payment to moke under several approprie-—
tions, he hnd separate accounts for each. This system did

not work very well aboard ship, cspecially on foreign stations.
Consequently in 1878 Congress enactcd a law which authorized
the advencement to naval disbursing officers of sums not drawn
directly from specified appropriations. This law provided for
e MGenerel fccount of /dvances", en intermediate account, in
which were recorded the amounts passed to the credit of
disbursing officers on navel ships cnd foreign stations. As
these disbursing officers renderecd their sccounts current
showring the approprictions chargeeble with expenditures, the
necessary book entries were made to adjust the relation

between General [ccount of jdvences and the appropriations
concerncds The only rostriction on this method was the
provision that the amount carried in General Lcdount of
jdvences could never oxcced the totsl of the aveileble naval
cppropriation,

This system, cdopted for ships (end for foreign
stations as acquiredS, continued for 30 years and worked so
well thet in 1908, it wes decided to adopt it for 2ll navel
disbursemcntss Since then, 21l money for the Nevy is first
trensferrcd to the Gelsl., end on the basis of expenditure
.returns, in which the proper appropristions are specified and
vouchered, the corrcct adjustments arc made on the books of
the Treasury.

i nevel disbursing officer supplies himself with
funds by submitting rcquisitions based upon his past
disbursements, without the neccessity of stating under what
appropriations or for what purposes the money is to be
expendeds Thus there is avoided the possibility of having
moncy evallable for some cxpenditures but not for others.
The totel emount on deposit, being aveilable for any
payment, need not be as great as if it were mode up of
separate amounts cach ear-mcrked for a special purpose,
This procedurc greatly facilitotes the business of the Nevy
Department in handling the large number of cppropriations
with which it is concerned, It is 2o development of the
Novy Department not being found elsewhere in our Federal
Government accounting, cxcept for o partial adoption by the
irmyes The advontages of the one account with the Treasury




embracing 1l funds to bc disburscd zrc very great, particu-
loerly where 2 single disbursing officur, &5 in the neval
service, mrkes payments chargeable to & large number of
scparcte end distinct approprictions.

Next, the Nevel Supply /lccount Fund:

I have clready quoted the law reloting to nevel
stores enccted just prior to 18E2 when the Bureou of
Provisions cnd Clothing wrne rcnamed the Burecu of Supplles
and /ccounts, I &lso menticned thot some difficulties were
incurred in controlling the issue and use of stores.,

At flrut this was done by providing thnt supplics
purch<8ud under & given cppropriction should be available
during the floC“l yeer in which procurcd only for the
purposes covered by that appropriction. Such supplics,
when received into store, were designatcd "Special General
Stock"s ALfter the expiration of the current fiscel year,
thesc supplies became "Common Genersl Stock'M; could then
be drovm from store, and used for any uvlttble purposc by
an activity of any burscu without cherge to the appro-
priation thus benefitede The bad feoture of this
arrongement wos the lack of balonce botwicen the cesh
expended for supplies and the supplics actually used.

Some sppropriations expcendcd more for supplics then they
used, while others uccd more supplics than they paid for.
The dlfflCth) is opporent ond necds no further eleboration.

This situction continued for o considerable tine
ccusing much discussion ond some recrininstions. Burcaus,
whose appropricticns were inadequatc for work in hand or
contemplated, werc pronc to tcke adventege of the opportunity
which presented itself ot the commenccment of o new fiscal
year, end to drew from store supplics which hed just become
common encral stock, applying than to their own purposes,
~lthough the stores hod been purchased from appropriations
of other burecus, /[fter some yeors, & system was evolved wh
which e¢liminated this difficulty, . revolving fund was
established by Congrussional acticon, cntitled "The Navel
Supply /ccount Fundw, Under this syctem supplies are pur—
chascd, paid for from the fund, ond taken into storc. When
issucd from store for conoumptlon or usc, their value is
cherged to the eppropriation concerned and credited to the
funde Thesc credits arc then uscc for the procurcment of new
storecse Thus, each appropriation is charged with the exact
velue of supplics applied to work in hende
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There are certoin exceptions to this practice,
howevcre Stores of o highly technicel nature, applicable
to the purposcs of a SLnéle bureau, cre frequently (though
not invoriably) purchascd es a direct charge to the
approprietion concerned. Thus, ordnence oend emmunition
are procured dircctly under cpproprictions of the Bureeou
of Ordnonces Jirceraft ond technical scroncutical metericl

are procured under npproprictions of the Buresu of [eronzutics.

Therc arc rlso curtoin other technicel articles end materials
which ere not included within the scope of the Navael Supply
~Liccount Funde On the other hend, o good deal of highly
technicel meterial, vhich could just as rcasonably be
cxcluded from the fund Op«‘”tlonb 25 ordnence end aviation
moterials, is ectunlly procurcd and hondled under the fund,
Therc is no hard «nd frst rule cbout it, custom ond conven—
icnce being lorgely in control,

Thore orc thus twe mein occounts of supplies in
store - the Neval Supply lccount, which cumbrices supplics
purchased under the Neval Supply jccount Fund; cnd the
sppropriation Purchoses fccount, which, 2s its neme implies,
embroces supnlies purchescd dircetly under the verious
eppropriations,

It is obvicus thet the introduction of the Nevel

Supply .ccount Fund hes grootly improved our stores accounts.
£11 supplics, with certein toechnicnl cxceptions mentioned
cbove, rre procured under this revolving fund, ~nd their
velucs cre not cherged to the approprictions concerncd until
the meterinl is cctuclly issued for usce icre this system
universal, the correct ccountlng for supplies would be much
olmpllfied. Unfortunately, the exceptions prevent completely

satisfrctory results. ih,up exceptions r~re rot arbitrory,
hc”cvur, but crc based on sound recsonse Primerily, the
velucs of ordnonce, evicticn end certsin other technicel
suprlies not hkndl d through the funds ore cnormous, cnd
the denger of wrecking the fund by attempting to flninco
these technicel supplics is considoroble.

Thile on this subjcct of stores mono gement, let
me recall to you the Stonderd Stock Crotalogucs

The low of 1890, quoted - bove, provided among other

things thet the supplics on hend uloulo be catcloguede iis
soon o8 practicoble thercafter this weos cccomplished by the
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issucnee of o classificd index listing the names of articles
car:ied, alphabectically arranged, the class te which each
perteined, the burcazu or burecus intercsted in its usec, and
the purpose, or charge account to which it was intended to
be issucde This served for twenty yecrs or so as fulfilling
the catcloguing mendate of the lewe However, it was felt
that this index wes insufficient, and there wes subsequently
developed the Novy Stendard Stock Crtalogue, the forerunner
of thc Federzl Stock Cataloguec, which now is in usc by the
Government services gencrnlly.

This crtologue lists 2ll itoms of government stores
which arec of & stendard cheractere Not only the neme of the
crticle, but the vorious sizes «nd kinds :re itumized,
followed by o cescription end the standard specification,
if eny, uncer which each is procured, end the Departments
of the Govermment interested in its use, The items arc
grouped in classcs, end ecnch item has its indivicduel
Standard Stock Number, By n~n ingenious system of nunbering,
the items are arrenged both alphabetically and numerically.
The classification is such that items can be stored in the
samec order as listed. Consequently, by simple reference to
a card index one unacquainted with an item can obtain its
stock numbcr, and with that as o guide can proceed to the
storege bin or arca and locate the item at once. There is
not time available to describe this catalogue in full, but
I wish to emphasizc that it has made pessible the proper
custody and inventorying of stock to a degree which was
undreamed of before its adoptions The Navy, and the
Government generelly, owe a debt of gratitude to its
inventor, Rear ,dmiral T. He Hicks, S.C., Us Se Navy, now
retired, whose unceasing energy end wise foresight meke its
adoption possible, '

One of the most difficult problems with which the
Burcau deels is Cost Lccounting, which con be touched upon
only very briefly,

The Navy is perhaps more largely occupied with
industrial work than eany other Department of the Government,
The repair 2nd meintenance of the Flect is almost wholly
conducted at our navy yards. Meny of the vessels composing
the Fleet erc constructed in the Nevy®s own plantse Neerly all
of the naval ordnance is menufacturcd ot the Washington CGun
Feetory, the rough forgings only being procured from steel
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plantss Thus the problem of correct cost of production is a
real one to the Nevys Prior to 1909, it wes customary for

the Navy Yard represcntative of each burecu to preparc and
forward to the Bureau of Supplies and iccounts returns of

cost of work under their cognizances In the year mentioned,
central accounting offices were started in the various yards,
thercby coordinating and improving the work of cost accounting.e

L. firm of cccountents was employed to 2id in setting
up a well designed system as it vms the desire to follow the
best industrial practice in cost accounting. /[.fter consider-
eble study, this firm found thzt the complexity of our
system merkedly differcntiated us from commercisl establish—
ments, and with the aid of our ovm ecxperts, evolved a basie
.plan conforming tc our necessities. This plen was adopted
end 1ts funcementel principles have been achered toe
Howcver, mony modifications heve becen incorporated since
then, 211 tending to simplification of the routine work,
end in meny caeses to greater clarity in results. The :
cdiversity of work done in our navy verds, renging from the
construction of ships to 2ll sorts of repzir jobs of non—
recurring charascter, mede it impracticable to adopt some
-of the refinements of cost cccounting suiteble teo plaonts
turning out standard srticles involving constant repetitiwe
operationse Thus, while the influcnce of such pioneers os
Frederick W. Teyler tnd othcrs hes exerted its cffecet on
our methods of monagument, so thot central planning,
functionel foremonship cnd routing of work are =1l parts
of our system, wc hove gone only o little way in the
developrent of piece work or stondord tesks. Indeed, such
ottempts 2s have becn mode 2long thoat line heve been
ciscouraged by Congress, which forbids thc use of ony
~pproprictions in payment of saliry or pay where stop—
wotches or other time meosuring cevices are employed for -
‘time studics, and denics the right to pay o bonus for speed
in pecrformence,

Under these circumstonces, we adhere to the old-
feshioned pl-n of distributing overhead by prorcting in
accordence with the direct labor applieds Each shop is
chorged with meintenance snd operating expenses, power,
.ond its proportion of general expense for the determinnstion
of actual shop ¢xpensec. Depreciotion snd disabilities of
employees cre token into due ccecount, so that the recorded
cost of output is in genercl comparcble to thet of
commercial esteblishments.
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Heving described for you the general organization
of the Bureau of Supplies and /ccounts and having indicated
the scope of its cctivities, it is believed that the descrip-
tion can be aided by giving a few examples of the practical
operations of the Bureau,

4 Stock Upkeep, Naval materizls and erticles cre
elther stondard or non-stonderds Standerd items are |
meinteined in stock in the vearious navy yords and stations
through ¢ cerefully cdministered replenishment system,
besed on recorded issues and expected demends,

The establishment of standard stocks at neavy yards,

the cssignuent of distributing points, the procedure for

stock mglntenhncb, end r~v1eW'oI' gock requests and requi-
sitions  received from ths yards must be carefully and
thoroughly zdministersd. If stores required afloat are not

in stock for ready issme to the Fleet, delays in repoirs and
upkeep result, Consequently, the nblntenhnce of « stock of
all standard matcericls oshore is of vitel importonce in the
operction of the Fleet, The navy yards and stations r re the
nein source of supply for 2ll equipment necessary to neke

& ship hebiteble, matericls required for repalrs and cltera=
tions, ¢nd consumable supplies requircd for operction and
cleenlinesce The specifications covering materiels rcquired
for use in the various departments core prepared by the
technical burcaus, duc donsideration being given to the

special requirements for shipboard use, Many items carried

in stock requirc menufecture by the Navy or speci(l manufacture
by comuercial concerns, since the regular commercial article,
readily obtainable in the market, will not fulf:ll thp requ1re~
ment s,

The Stock Division reviews 2ll requisitions received
irom shorc est&blishments and vessels of the Fleet for non—
stenderd meteriels, after approval by the tochnical bureous,
such as Engineering, Construction cnd Repeir, ¢nd Nevigation.
Th: technical bureru hewving cognizance gives perticuler
attention to the purpose for which the mcterial is required
end the specifications given in the requisition. The Stosk
Pivision scrutinizes the requisitions with pearticular reference
to the approprictions ultimetely chargeable, the delivery berns,
enc the stores account ond cless in which the matorial shell
be earried ashore or ~floct pending its issue for usce
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The Bureeu takes considernble pride in the system of
storage which has been developed under its supervision, and
the methods which have been adopted for prompt and efficient
supply of storcse It is belicved thet the storchouses in
the various navy yerds cnd bases compare favorably vith any
mrinteined in or outside the Govermment service. You are
urged to tike cdvantoge of the first opportunity to inspect
onc of these establishments,

Purchosinge. The Bureau of Supplies and iccounts is

bt 2.0

the principel purchnsing ngency of the Navy, There arc certain

cxceptions, which are os followss

The Office of the Secretery of the Nevy purchases
lend ~nd ships, |

The Burceu of Yords end Docks mokes construction
contracts involving both lobor ond motericl,

The Burcou of Ordnence is nuthorized to purchese
cecrtein items of scrms, emmunition ¢nd gun forgings,
though ordinarily the nejority of these purchases
cre mnce for the Burcou of Orcdnence by Supplies ond
Lccounts,

The Merine Corps performs £11 its ovm purchese
functions.

Vith thesc exceptions, 211 purcheoses for the Navy
ere mode by the Burcau of Supplics end fecounts or undcer its
direction by the Supply Officers of nevy yerds snd stotions,
Supply Officers of ships ard the Navy Purchasing Officcs
locnted et Now York, N. Y., Sen Francisco, Czlifornia, and
Shenghai, China,

To obtoin better quentity prices, the neceds of oll
yerds end supply depots for stock metericls cre consolidoted
nd purchase mede on o Purcau schedule when the quentity
werrents,  This is accomplished by the assignment of the
severnl clesscs of materinl to specific replenishment periods,
oceurring for each class twice o yoor.

4 ocorcfully compiled and classified bidders! 1list
is meinteined in the Buresu, The motericls required cre
cdvertised in accordence with the low ond inviteoions to bid
cre sent to all firms on the bidders! list for the particular
netericl under procurement,
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Moterials such as copper, tin, flour and other
cormodities subject to mrrket fluctuations ere purchaesed on
telegrephic bids. Every effort is exerted to meke award by
telegreph or telephonc bcfore the closing of the market on
the dey the bids are openede

When purchoses are mece in the field on requis

itions submittec to Supplies end [fccounts, the Purchease
Division cdesignetes the point of purchase. Cecrtain emergency
purchases and small quantity purcheses are authorized to be
made by field sctivities and ships without reference to the
Bureau, While wide discretion is ellowed field purchasing
officers, controversial cases arc referred to the Bureau
of decisions The Bureau exercises & certein cmount of
supervision over these field purchases cnd endeavors to sce
that the sane principles are used in determining awards
throughout the Scrvicee

: 4 ogoed exenrle of the procedurc followed and the
cocrdination of offort c¢ffected under the Nevy Department
methods is found 1n the process of supplying the Fleet with
fuel oil,

The technical chaoracteristics of fuel oil ere
determincd by the Bureau of Enginecring, which meintains a
constent study of the burning efficiency ond other qualitics
of aveilable oils, varying the specifications from time to
tine to meet the requirenents of the service cnd the changing
conditions of the market, Thus, the quelity of the oil is
fixed upone The Office of Nevel Oporations, from its
estimate of the situction, determines upon the Flect operating
plen for the coming yeare This plan controls the number of
miles to be steemed by ecch unit of the Fleet, the speed,
numbcr of deys in port, snd other factors neccssory to
approximetc the number of barrels of oil to be consumed by
the unit, /[ summction of these results glV“S the quentity
of 0il which will be requirede. ‘

With these date in hend, the Burcau of Supplies
an.. iccounts proceeds with the awarding of contracts in the
vericus ports of the eastecrn and western seaboards, usuelly
for six-months periodse. Owing to the large quantities of
fuel oil consunied per yoor — cbout cight million barrels e
& number of oil suppliers paerticipate in these contracts,
Only & comparatively small part of this oil is beught for
storege end issuc at the various navy yerds, the bulk of
it being tcken by the Fleet direct from the supnliers es
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needed, The Bureau of Supplies and Accounts makes very
detailed monthly reports to the Chief of Naval Operations
and to the Commander-—in-Chief of the Fleet, showing the
fuel consumption records of each fleet unit, arranged by
divisions and forces, thus keeping them informed at all
times as t o the Fleet's record in this respect.,

The method used for controlling the funds expended
for the my, subsistence, and transportation of commissioned !
and enlisted forces of the Navy is another good example of
coordinated efforte The Bureau of Navigation and the Bureau
of -Supplies and Accounts work in close touch with each other
in this comnection, Agein we revert to the Fleet mzintenance i
plan of the Chief of Noval Operations for our basic facts.
The nugiber of ships of each type that will be in commission,
and those that will go out of commission are all considereds
Congress fixes the number of officers and men to be employed,
based on these operations datas The Buresu of Navigation
sets up e schedule showing the distribution of men in each
pay grade, and the Bureau of Supplies and Accounts calculates
the pay end allowances for all grades,

|
|
|
|
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The subsistence costs of the men in the meny varying
conditions under which they serve, the cost of recruiting and
transportation, and 21l the incidental expenses involved in
maintaining o large body of men are determined in consultation
between the two bure:us. This affords a constant check on the
costs of the operating persomnnel and the finencial resources
available for that purpose,

An example of the hendling of =zn CIergency procure—
nent problem by the Bureau and its field activities mey be of
interest, On 1 February 1932, the Bureau, lesrning of the
movement of Morines and the Twenty—first Infentry from Menila
to Shanghai =s a result of the Jepenese military ectivities,
redioed the Commender-in~Chief, Asiztic Fleet, for information
£8 t o whet additionel frosh snd dry provisions were required,
£ reply wes received the following morning, stoting that
fresh :nd dry provisions for 6,000 men for three weeks should
be shipped by the steamer PRESIDENT TAFT, sailing from Seattle
four days laters Instructions were lmmedintely issued by redio
to the Navy Yard, Puget Sound, to meke purchase and shipment
of 250 tons of fresh provisions snd to ship from storc some
¢30 tons of dry provisions, The articles of fresh provisions
were advertised and contracts thercfor awarded by Puget Sound
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the samc day. By working three shifts the contractors made
satisfactory deliveries and all articles were loaded aboard
the PRESIDENT TAFT by R:30 pems on February 5thsa This was

a little more than threc days from receipt of radio
instruetions 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,. Incidentally,
the priced invoices accompanied the shipment,

In the foregoing resume &f the functions of the"
Burcau of Supplics and Accounts, effort has been made to
- avoid detailed dzscriptions of sections and divisions
perteining to the various classes of worke Necessarily,
some mention of them has been maede in order to lay before’
you the fact that such sections and divisions do existe.
It is not considered necessary, however, to explein their
functions to you in detail, as the szlient fact of their
existence is sufficient to give the picture desired.

As hes been frequently stoted, the primary function
of the whole Navy Department is to maintain the Flecet in
readincss for war. At the risk of seeming to be tritc in this
respect I must repeat that this thought is actually the
controlling motive throughout the administration of the
Departments The fact is continually borne in mind that the
Flect must be capable of operating in eny part of the occan
quite remote from sources of matcricl supply, and often for

extended periods of time, Since any modern war vessel is a
very complex mechine, there exists a very wide veriety of
materiel nceds to mointain ite As it has not beel practi-
ceble to provide extensive space within the hull, for the
 storage of mnterials, it is highly essential thot efficicnt
use be made of the limited space aveileblcs Consequently,
it is evident that 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 in supply problems,

Quick and efficient replenishment of the stock of
materials aboerd is necessary in order that the units of
the Fleet mey move in :nd out of port promptly. This
requirement can only be met by having available, ot
strategically located points, supply bases that maintoin
at all times & complete stock of the meterials which may be
requireds, The shore part of navel supply, then, is
orgenized to consist of supply bases where complete, or
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nearly complete, reservoirs of all articles and materials are
constantly maintained., These supply points are located in the
navy yards slong the Atlantic and Pacific Coasts, 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 activitics as training stations, radio stations, etc,
Nevertheless, the activities of all such stations are direched
to the sole purpose of maintaining the Fleet in operation,
and the prompt dclivery to them of the necded materials is
of parallel importance with the direct issues to the Flect,
However, the dircet demends of the Flect itsclf always take
priority where precedence is needed,

The Burcau of Supplies and fccounts endzavors to
cocorcinate and control the even flow of materials to all
theso activities, and cach part of the problem is handled
according to th:o deeisicns mode from time to time regarding
the most :fficicnt and cconomical mcthod, Thus, we have
centralized purchesing end distribution in those sascs
where the naturce of the business indicates the wisdom of
that mcthods On the other hand, decentralized methods are
followcd when the nature of the materials to be procured -
for cxample, fresh provisions dr immediatc consumption -
indicates the advisability of other procedurce Consideration
is given to cvery phase of the problem before decision is
mede as to the mode of procecdurc to be adopted. This is
cxemplificd in conncetion with the latest in the field of
neval activities, — the Burcau of Acronautics — which has
brought with it a great meny problems somewhet new to the
servicce The prompt ond efficient procuring of aeronzutical
supplics, including acroplenes, as well as the proper storing,
issuing ond accounting for aircraft supplies, furnish problems
which require the constent study of thosc assigned to that
worke The procurement of aireraft is guerded by special
legislotion, :nd the Secretory of the Navy is solicitous that
these matters should be strictly mnd creditably handled,
Owing to the complex legal siturtion surrounding this question,
the Judge Advocate Gencral of the Navy nccessarily passcs upon
meny of the problems involved before their solution is attained,
The tendency, of coursc, hes becn to require the aircraft
busincss to conform to the stendards prcviously scet up in
connection with other technicsl motters. However, the fact
hes not been lost sight of that the solving of aircraft
problcms offords cxemples ond lecssons which arc useful to us
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and can be applied to general naval business,

The constant 2im of the Bureau is to conduct its
affairs so &s to accord with the business principles found
in commercial life. It is true that the statutes provide
meny formalities for the conduct of Government business and
set up certain restricticns which are commonly referred to as
"red tepe™, Nevcertheless, whenever the needs of the service
require immedieate action, it is always possible to move with
rapidity anc to accomplish thc desired results within very’
bricf spacceof time. Thus, in an emergency it would be quite
possible to plecc orders for lorge amounts of matcrial by
tclophone, without formel competitive bids, to order shipments
of lerge quentities of stock from point to point, cond to tezke
steps necessary te accomplish a given objecte This is not
ordinarily donec duc to the fact that restrictive stotutes are
considered wise in their purposce, »nd while possibly crusing
som¢ inconvenience in o given instinee, yet in the long run
they enhence the efficiency ond cepecity of the Navy for
importont tronsactions,

‘As the Bureau of Supplies and Accounts comes in
close contact with the commercial affairs of the country, it
hes alweys been anxious to forward the business interests of
the Navy in its relations with the commercial world. At the
seme time, it endeavors to protect the intereste of the
bureaus of the Department so far as assisting in the economical
expenditure of their funds and in securing the best service
where contractuul relations are concerned.

The Bureau of Supolies and Accounts is largely a
service bureau, assisting the technical buresus by affording
the necessary machinery for carrying on what might be denoted
¢s their commercial affairs, It is ‘also a techniczl bureau
itself in reletion to its handling of provisions and clothing,
fuel, and other deteils for the navel service of a somewhat
miscellaneous characters,

In conclusion, I would ~sk you to bear in mind
that the Navy, which might be denoted as = "going concern',
would, in tine of var, be expanded as fast as conditions
permitted, =nd thot in the course of this expansion it is
contemplated the same methods and principles utilized in times
of pecce would be carried on, The Bureau of Supplies and
Accounts, therefore, in the adoption of its plens and
policies is constantly confronted with the question of




whether its procedure would be practicable in war-tine and
seeks to adopt only those systems which would stand the test
of war conditionse It is true that peace-time economy
requires certain methods which might have to be discarded
in war, 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 conditions,

ooooUooo0

Admiral Conarcs I would be very glad to answer
any questions thet any of you have to put on the operetions
of the Bureau of Supplies and Accounts and allied matters.

Qe I would like to ask, sir, of the procurcment
that is done by the Bureau of Supplies and Accounts what
per cent of it is done here in Washington sznd what per cent
1s done in other places?

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

Ge And of the total procurement done about what
per cent is donc, sir, by the Bureau of Supplizs and Accounts
and what per cent is done by other agencies?

Ae iell, my previous enswer relating to the
purchases that were handled by the Bureau of Supplies and
Lecounts alone, 50% centrel and 50% in the fields The total
purcheses made by the Navy of course include the contracts
for ship building, ships themselves and la rge public works
contracts, and some of thc Burezu of Ordnance contracts which
I hove mentioneds I should sey that perheps 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 o large amount of money is spent without any contracts
at ell, of course, the pay of the commissioned and enlisted
force, &nd things of thet nature thet are simply expenditures
of funds without controcts,

Qe We read something of the duty of the Director
of Procurement in the Treasury Division, who, I believe, is an
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admirel of the Navy. Mey I ask, sir, something of the nature
of the contact between your Bureau znd that of the Treasury
Department ? |

Ae. Well, his business relates largely to procurement
for 21l other departments of the Governmment, without inclusion
of the Army add Nevy, as I reczll the situation. In other
words, he hes recognized the military character of the Army
end Navy business ond 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
that covers your question or note

Qe Admiral, there is one question I would like to
ask, if you could please explain it to us. How do you get
people on this ap.roved list of bidders? What do they have
to do, ¢nd do you remcve concerns from this list, end if
you do remove them is it a disgrece to that concern to be
teken off? What do you use as o mode of punishment?

Ae Of course in the first, plece the list is held
in o confidential status and if a fimm frils to maintain
its character of a member of the chosen femily, so to speck,
I don't know that it would be considered a disgrece, It
wouldn't be published gener2lly, I don't know that meny
occasions of thot sort have arisen, where a neme hos been
climinated after once going on the list,

Qe If T were bidding on some particular meterial,
how could I get on thot 1ist? Heve I got to submit my
meterial without any chence of bids being opened, szy for
six months? Whnt is the mode?

Ae The procedure is about as followss T have 4
memorendum on the subject, The purpose of this acceptable
list is to facilitate purchase of satisfactory mcterials
under the following circumstancess

2. When, deteiled specifications being
evailoble or not, the time duration of
complete tests to determine suitebliity dis
such as to ccuse too grect deloy in delivery
or too grect expense of specifications of
meteriel, for exemple, steem treps, dry
cells, insuleted moteriols, lubricating
Oil_, etce
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bs When the necessary tests to determine suitability
are such as to require the use of apparatus or
testing equipment of a complicated or expensive
noture which is not in common industrial use,
for example, rolling platforms, shock testing
stends, etc.

Ce VWhen technicel requirements cannot be fully
covered by specifications., As an exeample,
several bronds or even types of apparatus
or material all differing in essential deteils
mey be satisfactory for a given purposes In
such a case a complete specification, which
would fully protect the government's interests,
could not be drawn without unduly limiting
competition.

d. Vhen the apparatus or meterial is of an experi-
mental nature, for exemple, rodio material,
Now you esked how they get on this list?

Ae Originelly the list wes compiled by the various
technicel burceus of the Department from their experiences,
indicating thet th: nomes listed had submitted for test
meterial which had been found accepteble. Then the lists
were consolidated end put in one complete list in the Bureau
of Supplies and Accountse The proposed forms for items on
the cccepteble list of approved materials are distributed,
not only to the manufacturers listed, but elso to other
prospective sources of supplys. Bids from regulcr dealers
for accepteble brands are considered on the seme basic as
the bids for manufacturers. Every effort is made to cnlarge
the number of appreved bronds and the number of bidders on
ezch brond end any product subject to the acceptable list
requirementss A schedule or specification inviting bids
conteins one or more of the acceptable list clauses, The
point of thet is that even though we have the acceptable
list established rnd ‘even though it is odded to from time
to time with nomes of monufocturers who submit their
scmples fer test under the conditions which I hawe just
described, when we go into the morket for that meterial we
invite bids from other declers and inform them of the
situation in regard to getting on the acceptable liste
It 1s prcbable that in thot particular purchase the dealer
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would not be able to compete because there would not be tire
to have samplc tested, but it informs hin of the situntions
regarding the aeceptcoble list and allows him to toke up the
problem of getting on the list for future purchases.

_ Colonel Jorden: The Navy is able to buy things
from this list without hoving to run o series of tests., A
men submite moterirl, cs I understond it, ~nd the meterial
1s tested 2t his expense., He gets on this 1list and then the
Navy ccn buy imuedictely, just as soon as the bids are .
openede I hnve often thought of whot 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 cen't in the Army., :

/ .
Admircl Conard: We lined this thing up and took
1t over to the Gencral Accounting Office and hod them pass
on the plen «nd we got an approval of the system.

Colonel Jodan: I want to extend my sincere
" congratulations, sir,

Qe I would like to ask = question =bout advertising,
scy for cemente Now do you hove to send this cdvertisement
to the Nntional fdvertiser snd a2ll those eight or ten penple
that the Army heos to, including Dodge reports¢

LAe Ve hove to advertise in the news apersS.
pap

Qe Do you heve to advertise in the post offices?
Now I em & cement decler and my plent has o bureau of stendard
inspectorss I am not on your list but I submitted o bid,

fAe lihether cement is one of the items carried on
the acceptoble list I don't remember, Ordinorily materials
cre simply submitted for tests at the time of that particular
purchescs It 'is only articles which it would be impracticable
to test out for the particular purchase that we have the
accepteble systems I incgine that cement probably is one of
our long tire testing matcricls, It would probably be on the
liSto

Qe VWhat is the history of any e¢ffors that has been

mede to merge or coordinate the supply organizations of the
Navy ¢nd Morine Corps? Hes therc been eny sueh?
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Aes No very extensive efforts The Morine Corps being
o sclf-conteined mobile body, with the necessity for being
able to move promptly ond without any restriction, they simply
hove been left to work out their own sclvations They have
done it very well,

Qe I understoocd you to scy you bought o certain
subsistence supplics by bid in accordance with the market of
the momente Did I hear correctly?

ke Somc of the matcricl hos to be decided upon at
oncce Hod you any perticuler thing in mind?

Qs No, sir. The recson I asked is do you hove any
such thing os procurement of subsistence for a month!s time
or do you buy for immecdiote needs?

Le Fresh provisions are the meterials thot are
teken off the mniket nud consumed ot once, Te mcke controcts
in 11 of our ports for ~ period of time from one to three
months ahcaed end then allowed the ships to purchase this
matcrial as needed, This is the regular plane

Colonel Jorden: Ccptain Brker, we would like to
heor from you, sire We don't very often get a distinguished
fellow instructor ~nd we would like very much to have you
scy something, sir,

Captain Brkers Colonel, whot con I say?

Colonel Jord-n: He hos been in charge of onc of
the Naval schools “nd is instructing men clong lincs very
similor to what we arc doing, but of course not as wide =
scopte I would like him to tell us something of his work.

Coptein Beker: £t the Navel Finence ond Supply
School we give young linc officers who arc groduates of the
Nevel [cademy and o certoin number of rcserve officer.
students post—graducte instruction to cnable them to carry
on the junior duty of officers of the Supply Corps and the
Novye Ve give them o nine months! coursc starting with
government nnd orgrnizction so as to be logical, rnd then
we have some scventy deys of practicol instruction in all
forms of workes Thcy hove courses in subsistence matters
ond things of thet sort as well, They visit all inportant
cnterpriscs in the neighborhoods They moke two or three
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visits to both the Army end Marine Corps depots there in
Philadelphia, 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 connected, of course, largely with
the Navy, and on business practices and economics, In
addition to that we have a long series of lectures, as well
as studies, on economics, snd 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
frem your organization, That, I think, Colonel, gives you
in brief what we attempt to do and that fits the officers,
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 we have been quite successful., Not long ago
we got a letter from ore of the commanding officers of a big
ship in which he said that this young reserve officer who
had hed nine months!'! experience was phenominally competent,
Whereas we realize that they are not all like that,
occasionally we can turn out those people and that is
Justification for a continued enthusiasm.

Colonel Jordan: Thank you very much. You are to
be congratulated. Admiral, 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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