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.~JOR 7~!clAY: Admiral Saomn, General :~o!man, and gentlemen: 
~.is mornihg ~ve have the second of our t~0ro iect~es on fine f~o~ndamer:tal 
and basic forces in labor. Vfe heard ~,~. Levenstein give us "History of 
the Labor Movement." This morning ~:~e are going to hear "labor La~:r." 

]Ve are especially forty,ate in having ~£-. Fanning deliver this 
lecture because he has %he ability to .... r ~ ' ,,~.~e ~na~ is ordinarily a very dull 
subject ver~£ interesting. I have had the privilege o.f wc~::_~.ng ~ith 
i~. Fanning for some time and kno~v from ~.~j personal knovGedge that he 
really knov:s the subject. 

.{ 

A~y, lengthy Lntroduction of !~. Fannir=~j ~rould just be taking up his 
time. ~ SO, ~ithout further ado~ I r.~ill introduce to you !,b. John Fanning. 

~. FA~_..,G. ,~ent_emen, some ~.veeks ago v;hen I ~..~as informally invited 
by Zfajor NcLay tc speak to you on the subject of "Labor Lay:," I accepted 
~t¢ith a great deal of enthusiasm, i v~as very happy, i o.!~:ays like to 
come over to Fort }.!cNair so I looked fo~,';~rd to this lecture, 

V~en I received General Vanamants for~l invitation, h~,:ever, I began 
to vrorry as to vrhat this group might thi~J< it vras g.etting.~ The su!;j.cct 
matter suggested in Oeneral Vanaman~s letter ~:as, and I quote: "Labor 
la~v as a force ~vhich at the same time controls and orolects !abor~ V:T'~y 
and hey. labor la~v ~vorks. Rights ana ~e..~t~azn~ ur~on. .~.:.~o._ and. management 
V,,~,at the futurc trend may be." End, of course, the !et'0er also said, 
"Limit your lecture, if you can, to 30 to 40 minutes." 

'~Vith all d~e. resoect, to !~ajor ~r-T~v~,,~, ~..':ho, I ass%unc.,, drafted that letter, 
that is probably a course of 15 lectures, each of ~::?-ich ~vould last about 
an h'our~ and /]robab!]f any one of Y.'hich ~,ould require t .... erud!teness of 
a professor of legal jurisprudence, a% least, or a seer° i am neither 
but merely an attorney in the Of~_ce of the- Judge Advocate General, engaged 
in the day-to-day operational dif?iculties of the i[ilitary Estab!is~hmen%. 

So, ~vith. your leave, i am o~o~--o to depart from the ~_~~ .... ~÷.~d.~ subject 
maT, tor and discuss three or four basic: ~ ~ "~ ~ of r~ ~ ve~ s in the ~_elcl labor 
relations as it involves the Niiita~ ~ ~ " " " ~staol~s~tmen~. First of all, r;hy 
is the }:lilitary Establis~nent interested in the ~'~ ..... c~ and labor 
relations ? 

I ~ sure that some of you, :~:~ not all of you, asked 2~onz'self, and 
maybe your associates, v/non this lecture vras ~c~cul..~, "1'~al~ interest 
does the ~,~ilita_~ ~ Establmsnmcnt havc in the field of iacor and labor 
r e l a t i o n s  ?" 
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I,~. Dewey in the L~st campaign anno~mced~ I think, that there :vere 
something !ffke 28 civilian labor agencies of the Goverrm~en%. You would 
thir/c, norm~lly, that 9~venty-eight other governmental r~.gencies wou_!d be 
enough to take care of the labor interest of the I'[ilitary Establisb~nen6. 

Actually the Nilitar~j Establishment does have a very icgit~nate and 
a very great interest in the field of labor and labor relations. It 
results from the fact, !argcly, that the Ser~iccs are tremendous buyers 
of goods and services. The press has generally reported that %hc 
ntilitary budget for next year approximates 15 billion dollars. A major 
portion of:tkis sum-,:,'ill go for the ~urchase of goods and services for 
the support and mn~tenance of the Army, the Navy, and the Air Force. 

Since the Services are large buyers and b.ave a corresponding 
responsibility~ the character and scope of our responsibility for labor 
has a very direct relationship to those factors. These factors would 
include (!) the character of the establishm.ents from which we do our 
proc<ming, and (2) the existence or nonexistence, and the character~ of 
the contractual relationship, if any, %ruder ~%:ieh these goods and scrvi( 
are procured. 

Vee procure our supplies and services from % i ~ c e  principal establish- 
ments or kinds of suppliers. The first one ~ve nor~nl!y call the govern- 
ment-o~med, govcr~nent-operated facility. These are the arsenals, the 
depots, the camps~ posts, stations, the Departments in V~%~shington and a] 
the other places where the i,.ilitary Establisinment has the direct re!ati~ 
ship of employer to employee. Ln those cases we haw:~ the full responsi- 
bility that every employer has. 

Normally, the field of !abet reintions to which i am addressing 
myself does not involve this kind of facility. This is the field norms.] 
controlled by Civil Service regulation and the Civilian Persormel 
Divisions of the Army~ tho I','n~ and thc~ Air Force. But i mention it a~ 
one category because !'rent tL~;~.o to %~nc the l?bor relations wc do have 
even involve the goverm~.ent-c~med, gover~ment-op~ratcd establishment. Lc 
me illustrate by giving you an example. 

We frequently haws an arsenal which is govcr.~nent-ov;~cd and governmc 
operatcd operating in the same cov~unJ.ty with ~ cost-plus-a-fixed-fee 
contractor. ~oth of them must have their wage schedules, their wage ra~ 
approved by the department for which they are o[~rating. Lre c r<~ so 
organized, as ~.nny of you knmv, that requests from both the govcrr~wen% 
arsenal and the goverr;nent-owned but privatcly operated es~tablish~ent~ 
or cost-plus-a-fixed-fee contractor, come to the same centralized "..:;age 
board (now kno~'.~l as the Joint ~rmy-Air Force; ~[age Bo-~rd) for approval. 
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The Navy has a slightly different system, which I ~von't g o i n t o  

because what I am trying to illnstrate is the fact that in the field of 
goverr~ent-ov,~ed, government-operated plants ~t.~e sometimes have .~oint 
interest. Of course, the reason for this centralized co:.~tro! is to 
prevent one contractor, or one arm of the Goverr~ent, bidding with anot?:er 
arm of the Government for the same employees. 

Second, v~e have the privately o~u~ed, privately opera+ed est~b!ish- 
ments. Traditionally, the z~nagement of a pri-~,ate olant has had f'ull 
responsibility, even v:hen under contr~:-ct v.~ith the Department cr 
Departments, for the procurement, superv~ision and handiJ_ng of t/~e labor 
necessary to the fulfillment of its contracts. 

Traditionally, also~ differences ~ich arose betv:een the management 
of such plant and its employees were matters for adjustment bet~'.-een the 
parties, unfettered by any " ~ ~ ' ~  ~ov~rnme..~._ %ntr~rvention. The reSu!ations 
imposed ",-.-ere largely statutory in character and'v;ere cot.fined, for the 
most part, to assuring ..min~n~m standards of pay, hea!t'..'-fui conditions 
of employment and the safeguarding of certain basic rights of employees, 
such as the right to organize and bargain collectively. 

If some contractors failed in the!r contractual obliGatioms, there 
were alv~ays substitute contractors, or ~2irms, 'that ~,-ere ready and ~ih.le 
to do the job. Their failtm~e ",,'as of little, if any, corsequence to the 
procuring programs of the ~[ilitary Estabiishment other than ~-2:obab~,.y a 
slight or temporary delay or inconvenience. ~,~is ~:~as the sit~3tiom~ by 
and large, up to the beginning of %Vorld ~",r%r II v&en the responsibilities 
for labor and labor relations, and the activities of the Depar<,ments in 
that respect, v~ere bern. 

l.~lith the advent of l'~orld !;far II certain nov: factors came into the 
picture, not the least of v#hieh ~,aS the fact that the ~'L!itary Establish- 
meat vras spending infinitely greater s~m~s than it had ever spe:.~.t before, 
increasing the stev:ardship resf'onsibilities vf~ich it had to th.~ American 
people. 

l"~ile labor and management retained their traditional resp.~)nsibilities, 
it became very apparent that the aid of the Goverrment must be enlisted 
to solve some of those ne-.v problems~ The grey,tag strin~]ency of the labor 
market, for example, g~.ve rise to conflicting dem<::nds for r:orkors among 
competing employers and even betv.~eer., the Armed Forces and their suppliers. 

These conflicts, in turn; gave rise to the need for.goverr, mental 
assistance and, particularly, direction. The co"c~ntry could nc longer 
pert.At each employer to follo~,: ~ his ov,m cot~mse. Nor could it countenance 
the disruptions in production v,'hich frequently accompany manascmont-!abor 
differences. The county could not vie~.': ~'rith indifference, .~s it ]:s.d in 
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peacetime, the failure of management to deal effectively with its !abet 
problems because the Government , ultLmately, bore the complete burden. 
Facilities, materials, and labor were far too scarce to operate on a 
hit-or-m~ss basis. So this changing situation, ~;hile it in no'~Sse 
changed the fundamental responsibility of management and labor, did 
create n~v and difficult obligations for the Government. 

The ~.~litary Establishment, ~:ith the mission of procuring goods an( 
services to support its fighting forces, v.~as faced, and still is f<:~ced, 
~,~ith the responsibility of seeing that these missions are n~t interfer{ 
v~ith by unresolved labor problems. The scope of this responsibility a~ 
the manner of its discharge are dependent upon the existence or non- 
existence of contractual relationships, the specific functions of othe~ 
governmental agencies, and the obligations imnosed by la~s and Executi~. 
orders. 

I };ould like to direct your attention to those three things becaus~ 
they, as I will attempt to sho~'~ ~ in a f~'~ minutes, become the £undament~ 
basis and criteria under which all our labor acti~ities are ew~!uated 
and upon ~hich decisions are ~.~de as to particular courses of action 
under any particular set of circumstances. 

To return to the initial outline, the third typfe of establisl~ment 
from ~vhich the ~ilitary'Establishnent procures its supplies ~nd servic~ 
is the government-owned, privately operated establishment, ;,:hich is a 
unique kind of organization. Though relatively fe-~. in n,~mber, it diff~ 
radically from either of the ~vo organizations I have mentioned Lcr~vio~ 
namely, the government-o-~med, government-operated and the privc.tcly o~n 
privately operated. 

This latter catcgo~/ gives rise to certain additional l[iiitary 
Establishment responsibilities, l'be!ieve at the present time v'e are 
operating about 18 of these plants, concentrated primarily ~z~der the 
administrative supervision of the Chief of Ordnance. They ~ere the 
ammunition plants of World %Tar II and are now engaged in man'~faCturing 
certain chemical entities ~vhich constitute fertilizer for the rehabili 
tion of European soil and othcr parts of the -:~orld. Th<~.t kind of ~lan 
is based On the assembly-line tecl~ique of operation. ~.:[ost of you q re 
probably more familiar ~vith the actual mechanics of the o7~+~ ~<~:~ than I a~ 
But the peLnt i v~ant to drive home here is that the cstsblis.~ment of tl 
kind of plant initiated a ne~ -- kind of relationship bet-~'Oen the Governm 
management, and labor, ~fnere the ~,~ilita~r Est~b!ishmcnt , for the first 
tLme in history, became almost a oartner in the productivc process. 

i ~J-ould direct your o.ttention spocifica!ly ~othe brief pre~ared b 
~ir. V~illiam L. ~'~arbury in the case of ~:nrris Kmnne~ et al. v. Silas 
~Tason Co. argued in the U° S< Supreme Court in the last session, ~chioh 
is the best exposition of this theory that i kno~.v of. I ~;-i!! dc~°e!ep 
that point a little further later on. 
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In any event, the establis~entof this kind of plant resulted in 
the joint issuance by the Government, management, and ichor of~ ~at ! 
bclieve to bc, thc first statement of labor policy ever issued by the 
National 1~ilitary Establishment. That vms a statement governingthe 
labor-rclations activities, thc coliective-bargaining activiti<s, the 
~:mge activities, etc., of the employees at this plant° This vm.s con- 
curred in by thc sccrctarics cf the respective De~artmontsnnd ~b. i[urray 
and Zr. Green of thc CI0 and the AFL. 

~7 r7 ~'~ These facilities, as I say i am sure you all !<nov;, are comg_~t~ly 
ov~ed by the Government. The r qategials are o~;,~ed by ~ • ~n(~ Goverrment, The 
product is ov.mcd by the Gover~_ment. The only function served by the 
contractor is a ~mnngcmcnt service resulting !argely from the Yact that 
certain establishments throughout the country, like Her(rules, 7.'upont, and 
others of similar size, wore more exlpcrienced in the handling of large 
numbers of untrained personnel. 

As I have said, thc existence or nonexistence and ~ne character of 
any contractual relationship betv~een the :'~'~ll'~_ry ~o~-~" ~ ~  ~.:.._~o~.~..~ .... .... + and the 
producing entity is one of the interacting factors which deter~ne the 

~.~,~,nsmb__.m ~ ¢or character and scope of the Military ~ - ~'-~- ' 
labor. 

Privately operated establishments upon <~ich the Zilitary Forces are 
deoendent for services and supolies may be divided into ~,ro ~ ~ .... 
groups: those mith which ~e have a contract, and thosc ~ith ~hich ~e do 
not have a contract. That, in large part, as I say, decides our future 
course of action~ 

I t~_.n~ I will stop on that point, for the time being, ans save a 
further explanation of it until I ~ g~;~ to the examples 'h" '~ ~,~,_ic~: I nave 2,rid 
v ~ h i c h  I ~ill utilize to mllus ur~.t..=~ these points, 

. . " ~ ~ '- do Before oroceeding, I v:ant to em:ohasize again ~h<~.~ vfhat ~:rc does 
not change the fundamental responsibility of management, :'~n~:.,e.:~~ ~ has 
to take care of its ev;'n labor problems. 

I mentioned earlier that some of you may h~,ve asked yourself the 
• uh~. ~ ~ . ~ • 9 question, "?,"nat about the civilian labor agenc~_cs of ~ ~ ~ow~rr~un~. 

D~at is their responsibility ~n this field? Do v;c by->nss them completely 
or do ~x~c v,-ork with them?" 

~ °  "4- The responsibility of the }iilitary Estab!isb~nent ...... mni,,ely should 
not bc confused ~?ith the general ~ ~ ~"'" ~q" - of ros~o_~m~__it£ Gcvcrr~ne~t for i,ho 
treatment of labor problems. Y;e have a very limited though, we feel, 
great interest. But there are those responsibilities that arc very distinct 
and v:e try never to let them conflict. I v;on~t rmke the bold statement 
they never do conflict, but that at least is the objective. 
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To keep this distinction in clear operational focus, the Xilitary 
Forces have issued the fo!loving statement of basic labor policy. 
I ~vou!d like to read it to you because it is a very carefully drav~ 
statement. It was drafted quite re~entlyby the }~nitions Board !nf~us- 
trial Labor Relations Committee. It is not a new policy, it has been 
in existence since 1942. This is really tho latest statement on it. 
It has been recommended to :~. Forrestal, ~. Royall, l lfr. Sullivan, and 
~. S~ington for specific publication by their Departments. We hope 
to see a lot of ito This is byway of a galley sheet. 

"It is the policy~of the Department, in the procurement of 
supplies and services, to remain ~npartial and to refrain from 
participation in any labor difference or dispute; the conciliation, 
mediation, or arbitration of a labor difference or dispute T:i!l not 
be undertaken by any of the Departments." 

You might think that that would put us out of the field entirely, but 
actually it doesn't. 

~h_s policy, and in accordance ~,:ith ~- , "Subject to * ~o orocurement 
procedures,"-- 

which are actually nothing more than the administrative r~gulations of 
the individual Departments-- 

"each Department may (I) give notice of the existence of a labor 
difference or dispute which affects, or threatens to affect, ~oro- 
curement of supplies or services, to the Government agency ~hich h~ 
responsibility for conciliation, mediation, arbitration, or other 
action with respect thereto,"-- 

that includes the National Labor .... ~em~tzons Bcard~ ~o Ching~s Federal 
-- ~ ~ ~ ~ • I~ediation and Conciliation Service, tn~ Rai~':ay ..... d ..... tmon Board, and 

several others. 

"(2) seek to obtain such voluntary ~ ...... ~e~,m~,,~ bet?~een management and 
labor as will permit continued procurement of supplies and service~ 
provided such activity does not involve the Department in the meri 
of a labor difference or dispute;"-- 

Basically, that means if there is a subsidiary c~n~_av~or~ +~ ~- p~ano,~ ~ there 
is nothing to preclude o~r going to the interested union and also the 
management and asking them, in effect, to exclude military procurement 
from their private dispute. This would include the removal by private 
trucking companies, or even military vehicles, of completed items T~hich 
are on their shipping I deck so that we can then send them on to ultim~.te 
users or to other prime contractors. 
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"(3) advise the Government agency or the parties to a labor disoute 
of factual information pertaining to the procurement of fne supplies 
or services involved, to the extent consistent with securityrequir~:- 
ments." 

Sometimes, if you tell a labor union that a particular item involved is 
necessary to, we~ll say, the airlift in Berlin, and thatlthe situation 
is very critical, you get some surprising things done. Particularly, 
that is the situation that could come up, and does come up, with respect 
to the stevedoring unions on both the east and west coasts. In a few 
minutes I am going to tell you about the stevedoring industry which causes 
us the most concern. 

The responsibilities which I have been discussing generally relate, 
as I have said several times before and I want to emphasize again~ to the 
fact that we have a contract, or we are buying goods and services° I 
suppose you might identify them as the financial interest we have in the 
situation. 

But we also have a very serious and a very great responsibility forced 
upon us by law and Executive order. There is, for example, the Walsh- 
Healey Public Contracts Act, which directs ~at every gover~ent contract 
entered into by a government agency for $10,000, or more, for the pro- 
curement of supplies shall contain certain labor stipulations~ such as the 
fact that you won't employ women or minors, except under certain conditions; 
that you will pay the prevailing rate, as determined by the Secretary of 
Labor, and various other conditions. We have a contract article that we 
are required to put into all contracts. We have to exercise certain super- 
vision, certain policing. That is strictly a matter of legislative mandate. 

In the construction field, the comparable act is the Davis-Bacon Act. 
Nost of you are familiar, I am sure, with bmth of those. The latter act 
says that in construction contracts of ~2,000, or morej we have to do 
certain things. 

We also have Executive orders. One, during the war, with which I am 
certain you are all familiar, ~as the Fair Employment Practices Act, the 
nondiscrimination Executive order, and things of that kind v~ich we are 
required, much as any goverrLment agency is, to achminis~er. 

iVe do not have any particular duties because we are a mil:Ltary establish- 
ment. Our responsibility is strictly the result of la~ and the fact that 
we are awarding government contracts° i am not going ~to that in very 
detailed fashion because it is all available in a very thorough manner in 
the forthcoming Armed Services Procurement Regalation No. 12, v uhich is in 
the hands of the printer at the present t±me and should be aw~ilable to 
all of you, I would say, ~:ithin a m~utter of a ver~j few weeks. 
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With that reference , I think I shall pass on from our legal respons 
bilities. 

Now the policies, procedures, and responsibilities that I have been 
discussing must be administered by an organization. They do not operat 
in a vacuum. During World War II, the organization that a~minist~red t 
activities I have been talking about was the Industrial Personnel Divis 
Headquarters, ASF. It had a staff of about i00 civilian employees and 
officers here in Washington and corresponding "Labor Branches" in the 
technical services and the service commands. 

The Industrial Personnel Division exercised staff supervi~on over 
these Labor Branches and coordinated their activities. It became appar 
however, in about 1944 that the staff labor responsibility was misplace 
that it should have been placed in the Production Division° Initially, 
was thought that labor and labor relations were more akin to personnel 
management. That was a very serious error in administration. It was 
realized that actually the only legitimate interest which the Army, or 
Navy, or the Air Force has in labor is to facilitate the acquisition of 
supplies. We are not interested in maintaining labor standards for the 
betterment of personnel. ~e are interested in getting the goods to mai 
rain our field forces. 

Ne could not afford the luxury of a reorganization during the war, 
we had to substitute for that organizational deficiency by just maintai 
ing extra-burdensome liaison with the procurement people. Subsequent t 
the war, or, as a matter of fact, on VJ-day~ the need for a continuing 
organization of the size of the Industrial Personnel Division expired a 
the division was disestablished. 

I was a member of the Industrial Personnel Division, but about six 
months prior to VJ-day the office of the Lega! Branch of the Director o 
Materiel requested my transfer to that office. With the disestablishme 
of the Industrial Personnel Division, those activities (which alvmys 
continue, inevitably, when an organization is completely disestablished 
were transferred to my office, largely because of my presence there. 
Quite by accident the desired organization came about. Since that time 
those activities, by historical accident, have fol!m'~ed me personally a 
are nmv centralized in the Office of the Judge Advocate General, in the 
Procurement Division, Were I am located. Armed with a lot of pieces'c 
paper, whenever The Assistant Secretary, or the Director of Logistics, 
anybody e!se~ v~nts a labor adviser, I am available. 

,I don't believe the Navy has gone through those throes of organiza~ 
I may Be incorrect in this. I am not entirely familiar with the Na~ ~ 
organization. I do know that at the present time my counterpart in the 
Navy is located in the Office of the Director of Naval Materialo Eis 
name is Carl R. Schedler. For those Navy officers who are interested 
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investigating more thoroughly into the Navy organization, I .;~uld suggest 
that they get in touch with Ym. Schedler,, I am sure hc will inform you 
in detail. But I believe theresponsibility always has been located in 
the office of the Director of Naval~aterial. 

Up until January 1948, the Army also handled labor relations and 
labor activities'for what is now the De~urtment' of the Air Force. At 
ghe present time, of course, the Air Force has its ov.~ organization and 
it:has a split responsibility between the Office of the Under Secrctary 
of the Air Force, Mr. Barrows, and the logistic groups of the Air Force. 

Well, I think that is enough of dry material. Now ~[ would like to 
tell you about some of the things we actually do. This all so~mds nice-- 
very abstract, and so forth--but what kind of labor problems do we have? 
Well, we had quite a labor problem'in the Pentagon a year or so ago 
involving the Pentagon restaurantso ~ybe you heard about it because at 
the same time Government Services, Inc., the agency that operates most of 
the cafeterias and restaurants for the Government, had the same situation. 

The Pentagon cafeterias and restaurants are operated by t~ National 
Food Corporation on a contractual basis. They have a collective-bargain- 
ing contract with the Restaurant Workers Union~ In December 1947, when 
the contract expired, the union already was negotiating with GSI. I don't 
knowwhat the reason behind it was. I am not attempting to ~ustify or to 
criticize, but GSI took the position that the Taft-Hartley Act required 
it not to enter into a collective-bargaining contract, not to negotiate 
with any unionthat had not met what it thought to be the requirements of 
the Taft-Hartley Act--one, the filing of nonaCommunist affidavits, ~hich" 
you doubtless are familiar With from reading newspaper c6~ent; and, two, 
the filing of certain financial statements with the Secretary of Labor° 

..: .. It is my personal opinion that they were just c~mouflaging~ That is 
a r~ther frank statement to me.ke~ but I believe, fundamentally, that the 
basic issue in all labor disputes is an economic one. It is a question 
of dollars and cents: Labor wants more money; management doesn't want to 
give any more money. 

In any event, the strike was precipitated formally on the basis that 
the union would not qualify, under the provisions of the Taft-Hartley Act. 
The strike continued for 90 days. ~,Taen it came the Ar~yTs t~u'n for 
National Food Corporation--Army~s contractor~to ~ *-'~ nc~o ~.L~, ue a (~ontr~qct for 
the rest of the year, considerable pressure was br@ugh'~ to bear on National 
Food Corporation to adopt the same strategy, the same ]policy, as GSI. 

I was asked for an opinion as to what the contractor should do. Here 
is what I recommended, in line with this policy. I said, "So far as the 
Army is concerned, you are a contractor, hired to run the Hentagon restau- 
rahts. If, in your best judgment--apart from any considerations you 
might have because you are doing work for the Army, in other words~ if 
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you were running a private business and the same situation came upl-yoU 
would decide, as a matter of judgment, to enter into a contract *~/th 
this union, go ahead and do it." 

The contractor said, "Dq~at about this signfng up with z bu~qch of 
Communists?" I said, '"::/ell~ first of all~ I don't know that they are 
Communis'%So If they are, well, it is probably the leadership that is 
affected. That is all the Taft-Hartley Act applies to. It do~sn~t pre- 
clude you from signing up with a union of this kLnd. The la:'~ s~ys if 
you, or the union, ~'ant to utilize the services of the National L~.bor 
Relations Board in $he f~ture, to qualify for admission before that Board 
you ha.re to do two things: One, hove the union officials file affidavits 
as to non-Communist activities, and, 9~vo, file a sts.tement as to financia 
condition." 

They said~ "V;ould it embarrass the Army if we signed up with them? 
]~[e think wc can get a year's ,egrecment with a six-cent increase." 
(Actually, the union was asking for 13 cents from GSI. ) We told the 
contractor that it would not embarrass the Army, on one condition~ and 
that vras that the Commandant of the Pentagon put a nevr rule into effect. 
N~ ~ you~ as Army, Na~j~ and Air Force officers get into the Pentagon 
largely because you ure in uniform, or at least you have identification 
pass; or, as a civilian employee, you have an identification pass such 
as I have here.(shov&ng pass) 

~-;e said, ":J~y don tt you require all of the cafeteria employees to 
fill out security blanks. ~tre ~:~Ii rur~ them through the FBI, get their 
fingerprints, and so forth, and to those that arc bad security risks 
we vron't give a building pass; those who are clear, vre ~rill admit." 

That v/as done. The contrcctor signed up :'~th the union for a very 
excellent collective-bargaining contract, b'c initiated the security 
program, fingerprinted.them~ and investig?.ted *~'~ 600-odd emplove~s 

other than a couple of crank letters. ~.e n:'~ no ~o~mLc, ~.vbich ~,;euld 
. ~ , ~ . n  ~ . : ~ . o n  . have been a serious inconvenience, isolated ~.s t~ is. 

This is something that few people ~ .... ~. ~no~ but i think I am ~t liberty 
to say it. The mem:orandum I v~.Tote, vrhich whs the basis for the National 
Food Corporation's negotiations ,~_nd activities, subsequont!y became the 
basis for the settlement ~f the GSI strike 90 da~fs later~after:mnto!d 
expense~ inconvenience and trouble to Government Services, Im.c., to the 
Govem~ment agencies servic.~d by them, and to the individual employees~ 

That is the z~ay..we handled one labor preb!em. As a prqcticml matter, 
we had much more security than the Taft-Hartley Act ever provided~ by , 
reason of the fuct that we had everybody cleared. The ..... f~-~ ...... tl% Act~ 
theoretically, would require clearance only of certain officials, who 
never waited on tables, who never v¢orkcd in r.~Jstaurants, and who ncw~r 
heard the conversation or got the Lnformation about v;aitresses, eooks~ 

or stewards. 
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Nest of you have read a lot about ~b. Bridges and the activities of 
the InZernational LongshOremenls and Warehousemen's Union on the west 
coast. We have had strikes periodically, once a year, for the past few 
years. This year we had $he usual s~rike~ In the past we have gone to 
~he union, as we go to all labor unioDs, and said, "~i].l you exclude 
Army, Navy, and Air Force procurement from your private dispute.?" This 
year we did the same thing except that in this case man~gemen% refused to 
go along with us. iqr. Bridges initially refused but [[ think, realizing 
he was not in a good bargaining position, subsequently did offer to handle 
Army cargo on the pro-strike conditions of employment. 

We let the thing go for a little while, t~¢ing to ]~t the parties 
resolve it by themselves. Finally, when our cargo was piling up and the 
overseas forces were getting in a critical state, after ~r. Bridges had 
offered the services of the union, we demanded that mmnagement comply 
v,ith the terms of the contract. 

Now Some of you may have been'co1~racting officers and the question" 
coming to mind probably is, "Well, aren't all strikes ~ basis for delay, 
under the Delays-Damages clause?" I donlt know ~uhether they are, or not. 
I suppose, normally, the answer is yes. Bit in this case we had a letter 
from},~m. Bridgesto the Waterfront Employers' Association, which is an 
association of the interested contractors, offering to handle Army cargo 
on a normal basis, on pre-strike conditions of employment. So we thought 
that at least we had a basis for saying, "There isnlt any reason why you, 
management, canlt perform as a matter of fact." But they refused. 

• Well, after an appropriate period of. t~me we canceled the contracts. 
We advertised and awarded n~v contracts to w~nat we cal~ed "substitute 
contractors." We had one in Seattle, ~ashington, and one in San Francisco. 
We did it On a cost-plus-a-fixed-fee basis. The contract was to run only 
for the period of the strike, with no commitments or assurances that these 
two companies, which incidentally~ were not members of the Waterfront 
Employers' Association, would get any subsequent contracts° They did have 
assurance, however, from the I~dU that labor would be provided them on 
pro-strike conditions of employment. 

I went to Seattle and San Francisco to negotiate the contracts. In 
Seattle, we ~mote the contract at four o'clock on a Friday a1'ternoon and 
our cargowas moving at nine otclock that same Friday night. In San 
Francisco, we ~Tote the contract on the next day, Saturday, c~nd the cargo 
was moving the foll~'ing Tuesgzy. 

All of this took place ~ithout incident, except for one thing--you 
never get completely scot-free from a labor dispute: ~a the interim of 
these negotiations~ the Chief of Transportation, ~:ith the approval of the 
Secretary of the Ar~£, had hired about 300 civil-service longshore 
personnel in San Francisco to handle the loading and ~loading of Army 
transports. 
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We had a moral Commitment to them, which we h~v~ kept, and that ~-as 
they would be offered employment in that capacity just as long as t~ey 
v~anted to accept employment. Probably, ultimately, the normal rate 'of 
attrition v~ll ~,~pe it out. 

We have received repeated complaints from union.officials, congres- 
sional sources, the Governor of California, and the Mayor of San Francis 
Just about everybody has raised the question of why we no~; have these 
300 civil-service people ~'here, before the strike, we had none~ The 
anm,rer, simply, is this : V~hen'we have assurance that the IE,:;U is a 
sufficiently responsible union, that we c~n rely on it to move Army carg, 
in time of private dispute, and we have the same assur&nce from m~:nagemc~ 
we probably will eliminate the civil-service pcrso~nel~ But until such 
time, we need them as a safeguard or a bu!~vark to insure the movement of 
our cargo. 

I think my 30 or 40 minutes are probably about up. But I ~vant to 
telZ you a short story'of how I am credited u~th solving a la!oor dispute 
that I never did solve. It might sho~" you that sometimes the element of 
luck has a great deal to do ~,~th holy these things are settled~ This will 
be of particular interest to the Q~gmtermaster Corps of the Arrm#. 

A couple of years ago, when vre vzcre engaged in the reoatrintion 
program, bringing home the dead of !Torld V~ar II, we got seriously in 
arrears due to a strike, on the procurement of caskets. The strike 
continued for a long time. Seemingly, management and labor could reach 
no basis of agreement. We seemed to have r,~ached an impasse~ Someh~v 
or other, ~,b. Drevr Pearson, -~,ho is familiar to all of you, heard o£ the 
situation. He called me up to ask ~rhat the situation ~'as. I, honestly, 
didnTt talk with him. Hmvever, Memorial Day was just t~;~o or three days 
off. He, apparently, did some investigating because on Memorial Day he 
~Tote a beautiful story about the utter lack of cooperation on the part 
of management and on the part of labor~ That was on either Friday night 
or Saturday. Lo and behold, on Monday morning eve~body~us back to 
work. 

So, you see, there is no set formula for solving labor orob!ems, 
Sometimes it is public pressure; sometimes it is kno~,ing the ins and outs 
of labor lem~; sometimes it is knov:ing persona!ities~ But it is a very 
interesting field. I handle renegotiation, pricing, :u:d a lot of other 
things, but actually I v;ould give them a!l up for labor reio.tions. 

Well, I think my 40 minutes c~t~inl~ h:~.va cxoired no~,r. There are 
many other examples I could give you. 

m~ • h_~ you. 
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~JORMcLAY: Gentlemen, I think we are about ready to begin the 
question period. 

QL~STI~:" ~. Fanning, I would like to ask you two questions, if 
I may: First, ~at is being done n~v at the level of t~ Munitions Board 
tov~ardmaking'preparation for a labor-n~%nagement lav~ for a future emergency? 
And, secondly, in your opinion what should be done? 

i~. FANN~G: Well, first, let me explain that by telling ;>~ou a little 
about the labor organization of the }~unitions Board. 

The ~unitions Board has a division, or group--I dontt know ~at its 
titular definition is--that b~mdles labor and manpower. Captain William 
J. Marshall~ USN, is the principal administrator, I believe, ~i that 
division. 

Last Septe~oer, at the suggestion of ~v~. ForrestalIs office, a 
committee was established at the I~(~mnitions Board level, kno~m as th,~ 
~[unitions Board Industrial Labor Relations Committee. It has equal 
representation of the '~ -- ~ j, A~m~, N~ ~ and Air Force. I am the Arm.~y represen- 
tative. Nr. Carl R. Schedler, to whom I referred a moment or two ago, is 
the Navy representative. George B. Woods is the Air Force representative. 
He is a Special Assistant to 5~. Barrov~s. Each officer has an alternate. 
I am the chairman of the committee. 

We are starting to look into orob!ems of that kind but we havc been 
going only about three months, and during one of those months I was out 
on the ~est coast in connection ~ith the stevedoring situation. So 
frankly, we have not nmde much progress. That is one of the things we 
are directed to look into~ We rill try to come uo v~ith some recommenda- 
tions. 

In addition, the National Security Resources Board has drafted~ well, 
I supposeyou might call it an ommibus bill which has sections on contract 
placement, mmndatory orders, pricing, renegotiation, just about all the 
fields of wartime procurement, including some sections on manpower, labor 
relations, and things of that kind, which, so far as I know~ are still 
in the drafting stage° 

I donlt have any specific ~J;artLme recor~mendations. If you arc thinking 
in terms of national service legisle.tion, we had that ~vith us in ~.~'orld 
~:~'ar II. ]Te gave a lot of thought to it~ As a :mttter of fact, I thirk I 
drafted one of thc earlier national service bills, but they v~ore disc~rded 
for several reasons, tv.~o of which wcre, first, po!itico~!ly,'it :~as not 
thought that enactment would ever be secured; and, secondly, lit ~:~T.s theuglnt 
that the productivity of'a competitive labor force is probabl]i7 higher than 
a compulsory labor forcc~ 
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VJqm~t the thinking will be in World War III, if there is to ~e a 
World War III, depends very ~uch on what happens from now on in %he "~ay 
of indoctrinating Government, in the way of indoctrinating peeple~ 
whether we have a period of prosperity or a period of depression which 
will provoke such legislation as the Fair Labor Standards Act, for exam 
which was provoked by the depression of the thirties. 

Your guess is as good as mine. I(y simple answer to your question 
is that you should just wait, I think, until you get into, letls say, 
phase two of the three stages of planning. 

Would you ~onsider that to be an answer to your question? 

QUESTIONER: Well, no. %That I was getting at was, in any mobilizat: 
plan, or stockpiling of resources plan, we should do all we can to prep~ 
for the emergency. Evidently the planning is in the preparation stage: 
both the NSRB and the Munitions Board. 

Of course, you cantt give an answer when there isn't one to be give: 
That far, I*m satisfied. Thank you. 

QUESTION: ~. Fanning, you have explained to us the orivate-contra 
ing policy that is going to be passed do~wn to the Services regarding th 
relation with labor. How does it differ from a govermment-ov~med, priva 
managed situation, case three wbich you mentioned? 

~,~. FANNING: Well, first, I don't think the respective Secretaries 
have actually promulgated this as yet. This is something that this 
Eunitions Board Committee, of which I am chairman, has referred to }~h-. 
Forrestal and to the Secretaries. It is actually only a restatement of 
what has been promised. 

Formally, there is no difference. Formally, if you are a contracto: 
it doesn't make a great deal of differenc% whether you are a fixed-ori 
contractor, a fixed-price contractor with a price-revision provision, s 
or a straight out-and-out cost-plus contractor, in the degree of activi 
or the depth with which you get entangled. We do get more entangled, oi 
course, with the cost contractors because we have to approve all wages. 

Now take straight out-and-out cost-plus contractors. They can barg 
collectively wi@~ their ~uuion, Maybe they negotiate wage increases. I 
think in the Navy the contracts go to the Cost Inspection Service for 
approval (~. Caldwell's office). In our case and in the Air Force cas 
they come up to the Joint Army-Air Force Wage Board. Sometimes the Boa: 
refuses to approve~ That does not happen too often because the people 
whom we award those contracts, by and large, are very responsible com~a~ 
like Dupont, Hercules, General Electric, or WestLnghouse, and they do a 
good a job of bargaining collectively and of handling labor relations a 
f~xed-price contractor would do, first, because they, strangely enough~ 
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want toprotect the public at least as much as we do; secondly, this 
CPFF work that they do is normally just a minor portion of their entire 
business. To the extent that Dupont, for example, makes a v:age 
adjustment at one of the ammonimn nitrate plants, inevitably it is precipi- 
tated on the idea of putting it into effect in Dupont~s private establish- 
ments. So the private interests act to protect us also. 

Hovzever, from time to time that theory falls do~n. We alv~ays try to 
maintain the fiction--if you want to call it that--in the CP!~F case of 
dealing only through the contractor, in den!ing directly with the union, 
and trying to deal with him in the same fashion we ,zzould deal ~ith a 
fixed-price contrzctor. Obviously, when v~e are paying all the bills ~e 
stretch it a little bit if it is necessary, It is difficult to define 
with exactitude something that probably only comes with experience. 

We have negotitated wage contracts in our CPFF plants that we wouldn't 
even think of touching in our fixed-price plants. But we a~vays try, as 
I say, to use the same policy. The only'time we deviate is ~,~hen there 
doesnit seem to be any other solution. 

Of course, all of this policy is subject to the exception. Sometimes 
you have to do things that you normally would not do on the theory that 
it is justified if it gets out procurement. 

I can't give you a specific difference. 

QUESTION: You do contemplate getting out another statement of policy, 
do you not? 

~. FA~ING: No. I told you, I think, earlier thut we did h~ve a 
specific policy statement out on the so-called OOPO's which is the first 
labor policy statement, I think, the l;iilitary Establishment ever issued. 
That is still in effect. It has a lot of vrartLme languagc in it which 
should be modified. 

But, normally and in pes.cetime particularly , we do not do business 
on a CPFF basis except to the extent of probably some research and 
development work. This work, normally, is small in dollar content and 
frequently is with universities, or groups Of reses, rch institutes, that 
do not have labor problems of the kind that would worry us. 

In wartime ",...To might issue an addendum or another policy .statement, 
but I don't think w-e will in peacetime. 

QUESTION: Nr. Fanning, ~-.~hat is the legal peelrich of the i'~ilitary 
in the case of service contracts ~,,,ith an industrial firm for the production 
of secret equipmentl where the plant guard force is "J_nionized and involved 
in the dispute? Would the Military get into difficulty even in protecting 
the security of the information and the equipment itself? 
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D~. FAhTJING: It ts a good question. 

Have you ever read ASF Circular 15, 1942? Well, I thi~ you can 
probably guess the answer I am goin{~ to give you. 

QDESTIO~R: The question of the time in gettin~ the Provost i~arshal 
involved--and, alsoj you might become involved--v~ith the union. 

}~;R. FA~,YNING: Let me answerer your first question--Is the plant guard 
force unionized? 

lTe had the policy during the ~var of insisting that if a guard force 
v~as being organized that i% be, for collective-bargaining purposes, set 
up in a separate bargaining unit, even though it could be the same into: 
national union° 

Of course, if guard forces are auxiiia~ military nolice, the answe: 
is a simnle one. We just exercised all the prerogatives ~e had by thei 
being in the military force. Ufe have to do it for security reasons. Th 
Taft-Hartley Act, I think_, specifically prohibited guard forces compose 
of members of the same union as the production employees. So that ~oul 
help the situation also. 

The times when that conflict would arise would be rather infre~lent 
But security considerations in the particular case would control. If 
necessary, as we have done in the past, we could take it to the Nationa 
Labor Relations Board and get them to issue a rule that v:ou!d take care 
of the situation, even to the extent of denying collective-bargaining 
rights to the people involved. For example, initially, in this GOPO's 
situation that I referred to, I think for a period of about a year the 
National Labor Relations Board agreed that they would not recognize 
collective bargaining by this kind of mana{ement. 

I thir~k in the case of ~" ^ " ~e ~tomxc Ener~z Cormr~issidn today certain 
unions have been disqualified, particuler!y the United Electrical U;orkel 

We could use some-~That the same kind of formula, dependi~ug on the ci 
cumstances of the particular case. I am sure, as in the" ~st, that the 
National Labor Relations Board ~vould let security be the R~ramount 
consideration and do ~.~fhatever ~e thought ~vas necessary for security. 

QUESTION: Ym. Fanning, I ~:~ould like to get a-:~ay from that subject 
for just a moment. I thir/~ maybe you, from your expcrience in dealing 
v~ith labor, might be able to give an ir~ling to this situation. 

A short time ago, the CIO v:as ve~ ~ much enthused, or at least gave 
the impression it ~:as enthused, :~,~ith .this v;or!d labor union, this vzorld 
federation, or ~,vhatever they call it. in the last f~ days theT>~ h~,v¢ sa 
the wholaitlhing 'is dead° Do you, in your v~ork, have any ideas as to r~-h 
caused tb@t change of attitude? 
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~. FAblING: I don't know, Colonel. That is n%v sSmpl~ inswer. 
i '' [. 

Those world federations periodica!:ly come to the fore. Shmetime ago 
you may have read where ,~r. Bridges and h~r. Curran tried to establish 
.something like that for the stevedores. 

'Actually, it is a pet theo~j of Bridges that he ultimately v:ants to 
organize the United Sugar Workers of the vrcrld as well as thc stcv~dore 
industrywhich, I think, clearly would be very, ve~ ~ ~mgerous in view 
of the importance of sugar in the making of amm'&nition~ which you are 
more familiar with than I am. Any man who controls the sugar industry 
of the World and the stevedoring industry of theworld becomes a prstty 
powerful figure in national defense. I, for one, would be ~illing to 
take some very drastic action if that ever came about. 

However, he made one mistake. He started out to organize the sugar 
workers of Hawaii. He thought he had them orgsnized. He left Joe }{all 
in charge of Hawaii and returned to the States, intending to go to Cuba. 
The big five sugar growers waited for their opportunigz. The:~ took'care 
of i,[r. Hall. They not only seriously depleted the union's treasury, but 
I thi~( if he still has those idems they are set back at least five or 
maybe i0 years. 

You get that periodically, but I don~t know the specific reason. 

QUESTION: One of our previous speakers on labor made quite a point 
of expressing his opinion %hat during wartime labor strikes and labor 
disputes were of such small magnitude and had such little influence on 
wartime production as to }~ve been quite negligible. 

• I would like to know the vi~v of ycur office as to v~ethcr that was 
true. Was military procurement -~ so_~ousiy affected by strikcs~ during the 
past war? Probably you can give us an example of v:hat was done about it 
or tell us v~at could have prevented it. 

}iRe FA~JING: I am going to take the latter part of your question 
first• 

Eilitany procurement, I think I can safely say, was not seriously 
affected by strikes. I have but to point to the histo~ of our success 
in winning the war as one illustration of that. 

The answer to the rest of your question is one of comparison. You 
can use figures to establish almost anything. The fact of the matter 
was that we did have quite a bit of labor dispute. How much more we 
would have had if ~e didn1~ giv e it the time that we gave it is guesswork. 
I question whether in the next war we are going to be able to afford the 
luxury of putting as many people into administrative jobs, watching over 
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.~rocurement, handling strikes, and ~:" ~- ~ ~ ~ '-" . ~:~ir~ oT t.=~.~ ~!nd, ~.s we did in the 
last war. That is just a guess. It is bard to give .a c~tc.gorieal an~.:-c 

I think the best way I can illustrate that is this: You may have se 
in the paper last night, or ~h.. night before, where someone--it m~.y ~_tve 
been Secretary Tobin--appearing before the House Labor Com~..ittee on this 
ne~ ~Yagner Act, or National Labor Relations Act, testified that strikes 
had increased during the period the Taft-Hartley Act was :in existence in 
comparison with the period when the V~'agner Act was in existence. 

Some newspaper commentator, which was the one I saw, called his 
attention to the fact that he hadn't comp.~.r~e the period ir~nediately bef. 
and irmmediately after, to show they ought to take into consideration the 
same economic circumstances, the same suppl~.r circumstances , and so forth 

So I would say, in answer to your question, t~.~ ~ strikes did not cau: 
us to lose out very much during the u'ar. As a z~tter of fact, I thir~ 
labor had a very excellent record during the war. The no-strike pledge 
which I,~. Murray, ~'~. Green, and the labor leaders took with the uovernm( 
on 7 January 19£2, conditioned upon the issue:nee of Executive Order.9250, 
the initial Wage Stabilization Act and the estcblisb_ment of the %%~.r Laboi 
Board, by and large, was very well kept. You hud wildcats from thne to 
time, of course. I'm sure you all have heard of the, oh -oerhaps, 30 cas( 
~rhere the Army had to seize the plants because of interference with pro- 
duction. .. . 

But, as .I said, strikes did not cause usmuch 10ss during the war; 
however, they did use up quite a bit o~ ~ -r ,,,~npo~,e. tL, at might.other~-:ise hat 
been utilized in more productive tasks. 

I think that is the best ansv.'er I can give you. 

Now I would like to close -~'d.th one thought; it's very short. I canlt 
emphasize enough the responsibility that all of you should display '..'."hen 
you finish your eoursa here and .return to the active field.of procuring 
or related activity. I just ;v'ould like to illustrate wh-.~t could happen 
i~. y, ou are not conscious of that responsibility. 

Some months ago I saw an account in the newspcper involving a strike 
at .the Welin Davit and Boat Company, in :~ew Jersey. Thege was a strike 
on at the olant" and we~apparently, wanted some i ..... bo..uts. I don~t know 

:whether they were critical or not. I doubt v:hether lifeboats sever.~! 
months ago were so Critical :,~* t~,..:~ we had to take the action ~,.vhich this 
individual took. In any ,event, he sho~.ved up at the picket line ;',<ith a 
squad of soldiers, all armed, and said he had come to get the boats out 
and anyone who interfered or ~mt ...... ted to stop him from performing his du 
would be shot on the spot. •That is a ridiculous st~,tement, of course, b~ 
it got a lot of newspaper publicity, ~"~e got a lot of Congressional inqui~ 
and none of that ,helps. 
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So, as a parting word, don't tb~eaten to shoot people if you n'ant 
to get through a picket line. As them to let you through. If they 7*on't 
let you through, think of something else %o do. 

Thanks a lot. 

~JOR MALAY: ~.r~, Fanning, on behalf of A&mira! S~.bin, General Ho].man, 
and the student body, I tb~nk you for a very ~,'onderful and ir~formative 
lecture. !~re hope you ~'ill come to see us again some time. 

L~, FAblING: Thank you. 

(5 May 1949--450)S. 
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