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MAJCR HMcLAY: Admiral Sabin, General Holman, and gentlemen:

This mornihg we have the second of our two lectures on ihe fundamerntal
and basic forces in labor, Ve heard lir. Levenstein give us "History of
the Labor MOVement.“ This morning we are going to hear "Tabor Law."

We are esne01a1 1y Zortunmate in having ixr. Fanning deliver this
lecture because he has the ability to make what is - &¢rcr1_, a very dull.
subject very interesting. I have had the nrivilege of werlking with
kr. Famning for some time aznd know Irom wy personal imovledge that he
really knows the subject. s

Any lengthy introduction of MNr. Fenning would just be taking up his
time. * So, without ¢urt;er atdo, I will introduce to you Mr. John onning.

MR. FANNING: Gentlemen, some weaks agce when I wias informally invited
by Major Mclay te speak to you cn the subject of "labor Law," I accepted
with a great deal of enthusiasm. I was very hapoy. 1 always like to

A

come over to Fort ileMair seo I looked Aorward o this lecture,

Then I received General Vanaman's formal invitation, however, I began
to worry as te what this group might think it was gstting, The stbizet
matter suggested in General Vanaman'!s letter was, and I cuote: "Ilabor
law as a force which at the same time controls and rrotects lavor. ¥hy
and how labver law works. Rights arnd restraints upon lsbor and mancgemsnd
That the futurc trend may be." 4nd, of course, the letbsr alsc said,
"Limit your lecture, if you can, to 30 to 40 minutes."

With all dus respect to Yajor ielay, who, I assume, drafted that letter,
that is probebly a course of 1% lectures, e=ach of which would last sboutb
an hour, and probaebly any one of which would requirce the eruditeness of
a preofessor of legal jurisnrudence, at lecast, or & seer, I anm noitber
but merely an attorney in the Office of the Judge Advoczte Gemerzl, ergaged
in the day-to-day ﬁworatlcnnl dllllc tles of the Hilitory Esteblishment.

30, with your leave, I am geoing to desart from ths suggestoed stbject
matter and discuss th ree or four basic mutters in the field of lzbor
relations as it involves the ¥Military Establisiment. First of 211, why
is the Military Establishment 1nuc;est“d in the field of Icoher ond labor
rclations?

I an sure that some of you, if not 211l of you, askad wourself, and
maybe your assoclates, when this lecturc wes schoduled, "What 1qtcr:ut
does the Militory Establisiment have in tho £1cld of lLeobor and lobor
rclations?!
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¥r, Dowey in the last campaign announced, I think, that there wers
something like 28 ecivilian labor agencics of the Goverrmcent, You would
think, ncrmally, that twenty-eight cther govermmental ngoncics would be

enough to take care of the labor interest of the L;llugr Jst olishment.
Actually the Military Establishment does have a very logliiimate and
a very great interest in the fisld of labor and labor rcistions. It
rosults from the fact, largely, that the Services arc tremendous buyors
of goods and services. The press hos generally reportcd that tne
military budget for next year pproxlmhtes 15 billion dollors. A mnjor
portion of *this sum will go for the purchasc of goods and services for
the support and maintenance of the Army, the Mavy, and the Air Forcc.

Since the Services are large buyers and have 2 correspendin
responsibility, the characiter and scope of our rcspon51b11;uj for labor
has 2 very direct relationship to those fostors. These fnctors would
include (1) the character of the establishments from which we do our
procuring, and (2) the existence or noncxistence, and the charactor, of
the contractuzl relationship, if any, under whick: thosc goods and servic
are procurcde.

Ve procure our suppliss and serviczs from thrce prineips?
ments or kinds of supplicrs., The first cne we normelly call the gove
ment-ovmed, goverrmment-operated foeility. Thesc are the arscnals, the
dcpots, the canps, posts, stations, the Departments in Vashington an
the other places where the Military Bstablishment has the dirset rolutic
ship of employer to employce. In thosc coscs we hoave the full resnonsi
bility that cvery employer has.

Normally, the ficld of labor relaiions to which I am cddressing
myself docs not involve this kind of faciiity. This is the ficld nermnl
controlled by Civil Scrvies regulotion and the Civilian Fersonned
Divisions of the Army, the MNovy, ond the Alr Forec. Dut I mention it
one category hecausc frem time to time the lobor relations we do have
even involve the govorrnment-ormed, govermment-operabed ostablishment. Le
me illustrate by giving you an exomplo.

03
rn
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We frequently have an arsenal vhich is gevermment-ovmed and governme
operated operating in the same community with = cogt-plus-o-Iixed-Ize
contractor. Zoth of tham must hove their wage schedules, thelr wage rat
approved by the department for which thoy are opcratlng. We are so
organized, -as many of you know, that requests from both the governmont
arsenzl and the goverrment-cwncd but privatcly eporated cstnblislment,
or cost-plus-a-fixed-fes contractor, come to the same contralized wage
board (now known as the Joint Army-air Forco Wegs Bourd) for aprrovel.
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The Navy has a slightly different system, which I won't go-in%e
because what I am trying to illustrate is the fact that in the Tield of
goverrment-ovned, govermnment-operated plants we sometizes heve Joint
interest., Of course, the reason for this centralized conlrol is o
prevent cne contractor, or one zrm of the Govermment, bidding with arotler
arm ¢f the Governmment for the same employees.

Second, we have the privately owmned, privately operated establish-
rents. Traditionally, the management of a privete plant has had full
responsibility, even when under contract with the Denartment cr
Departments, for the procurement, supervision and handlirg of tae lakeor
necessary to the fulfillment of Its contracis.

Traditionally, zlso, differences which arcse hetwesn the management
of such plant and its employees were mathers for adjustment betwsen the
parties, unfettered by any governmern ntal intervention, The regulations
imposed were largely statutory in character and wore confined, for the

most part, to assuring minirmem standards of pay, heolthfuvl conditions
of employment arnd the safeguarding of certain basic rights of employecs,
such as the right to crganize and bargain collectively,

If scme contracters failed in their contractual obligaticns, there
were always substitute contractors, or firms, that wore ready and ahle
to do the jobe Their failure was of little, if zny, consequence to the
procuring programs of the Military  Establishment other than probebly a
slight or temporary delay or inconvenience, This wrs the swsuaulo“, by

2 large, up to the beginning of World War IT when the responsibilities
for labor and labor relations, and the activities of the Deparimenis in
that respect, were born,

With the advent of World ¥Wer II certain new factors came inte the
picture, not the least of vhich was the fact that the Military Establish-
ment was spending infinitely greator sums than it had ever spant before,
increasing the stewardsnip responsibilitics which it hzad to the A"crlcan
reoplc.

Thile lzbor and management retained their traditional responsibilities,
it became very apparent that the aid of the Govermment must be onlisted
to solve some of those new problsms. The growinﬁ stringancy of the labor
market, for example, gave rise to conflicting demunds f““ workers anong
compotlng employers and even between the Armed borce and their supplicrs.

These confliects, in turn; gove risc te the need for .govermmental
assistance and, particularly, dircction. The country cculd nc longer
pernit each employer to followr his own course. Dor cculid 1t courntorarnce
the disruptions in producticn vhich frequently accompony manogoment-labor

.

iffcrences. ' anty 1ld : view with indifference, os it hed i
diffcrences. The county could not view with indiffercnce, in
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peacetime, the failure of management to deal effectively with its labor
problems because the Goverrment, ultimevely, bore the complete burden.
Facilities, materials, and labor were fzr too scarce to operate on a
hit-or-miss basis, So this charnging situation, while it in no wise
changed the fundamental respensibility of management and labor, did
create new and difficult ebligations for the Government.,

The ¥ilitery Establishment, with the mission of croecuring goous anc
services to support its fighting forces, was faccd, and still is faced,
with the responsibility of seeing that these missions are ned interfere
with by unresolved labor problems. The scepe of this responsibility ar
the manner of its discharge are dependent upcen the oxistence or non-
existence of contractual relationships, the specific functions of othex
governmental ageneics, and the obligations imnoscd by laws and Executis
orders.,

I vould like to direct your attention to thosc three things beacause
they, o5 I will attempt to show in & few minutes, become the fundaments
basis and criteria under which a2ll owr labor zcetiviiics are ecvalunted
and upon which decisions are made as to particular courses.of action
under any particular set of circumstances.

To return %o the initial cutiine, the third type of establishment
from which the Military Establishment procurss its supplies and ="“vic:
is the goverrment-owned, privately operated establishment, which a
unigue kind cf organization. Though releotively few in number, 1t dkffe
radically from cither of ths two orgenizations I hove meniionzd orovio
namely, the govermment-owned, govermment-operzted and th2 orivaiely owm
privately operated, ’

This latter category zives rise to ceriain additional Military
Establishment responsibiliticse Itbelicve at the mresznt time we are
operating about 18 of thesec plants, corcentrated primarily under the
administrative surervision of the Chief of Crdnance. They were the
ammunition plants of World War II aznd cre now cngaged in mghafacturr
certain chemical entities vwaich constitute fertilizer for thoe rohao111
tion of Buropcan soil and obthor parts of the world. That kind of plan
is based on the assembly-line technique of oporation ost of you rc
orobably more familicr with the actual mechaniecs of t“c nlant than I o
But the peint I want to drive home here is that the ostablishment of &
kind of plant initizted 2 new kind of rolaitlonship bolirten the Governnm
rmanagemeny, and labor, wherce the ¥Military IZstnblishment, for the Tirst
time in hlstory, became almost a ovartner in the produc tlvo procoss.

I would direct your attention spccific ullj to the brief prevwared
¥r. William L. Marbury in the cose of Inrris Kemnedy ot al, v, Silas
Mason Co. argued in the U. S. Supreme Court in the Last session, whic
is thc best exposition of this theory that I know of, T will JL relep
that point 2 1ittle further later on. ‘ :

L
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In any event, the esteblishmont of this kind of ploint ro “i in
the joint issuance by the Governmsnt, rmanagemsnt, and 1ahor of un"* I
bolieve to be, the first statement of labvor policy ever lssus b*r th
National Military Establishments That wos o staienent governing the

labor-rclations cctivities, the collective-borgoining cotivitics, ihe
vage activitics, ebe., of the employecs at this rlant. This wes con-
curracd in by the scerctarics of the respective Devartments ond kr, Iurroy
and Mr. Green of the CIO ond the AFL,

These facilitics, as I sty 1 am surc you 211 know5 sre complotely
owned by the Govermment, The materinis are owned by the Governmente The
product is ormed by the Government,  The only'functiop served by the
contractor is a mantgement scrvice resuvliing largely from the fact thet
ccrtain establishments throughout the cowntry, like Hercules, Tupeond, -~nd
others of similar size, wors more cxperienced In the handling of large
numbers of untrzined personnel.

As I have said, the oxisicnee or nonexistence and the character of
any contractual relationship between the Military Establiskment and the
rreducing entity is one of the interacting fzctors which determinc th
character and scope of the Filitary Zstablishment's rosponsibility for
labor.

Privately operated establishmernts uron vhich the Militcry Ferces are
dependent for services and supplies may be divided into two principnl
groups: those with which we have 2o contract, and those with which we do
not have a contrazct. That, in large part, =s I say, desidcs our fubure
course of action,

T think I will stop on that poi
further explonation of it until I £c
which I will utilize to illustrots the

nt, for the tire bulng, and save a
~L

toe the excmples which I hoeve oand
g +

> that vhat e do doos

Before proceeding, I woant to emchosize in
anazeoment. Lanacowment has

not change the fundamental reswonsibiiity o
to take care of its own loabor QTOblumS-

¥ esel
A
-~ hat

I meationed carlier thot some of you moy have asked yoursclf the
question, "That cbeut the civilian lobor rgeneics of the Goverrment?
¥het is their responsibility in this £i21d? Do o by~prss thom cowylately
or <o we work with them?"

The responsibility of the Military Istablishment dnfinitcly should
not bs confused with the general resvonsibility of Goverrment Zor the
treatment of labor wroblems, e have o very limited trhough, we fecl,
grect interest. Bubt there are thosc “ﬁbﬁOﬂSlDllltlro that are vcry di
and we try never to let them corflict. T won't make tho beld sitatome
they never do conflict, but tha?t at least is theo cebjective
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To keep this distinction in clear operational focus, %the Military
Forces have issued the following statement of basie labor policy.
I would like %o read it to you because it is a very carefully drawn
statement, It was drafted quite recently by the Funmditions Board Indus-
trial Iabor Relations Committee. It is not a new policy. It. has beesn
in existence since 1942, This is reaily %heo latest shatement on it.
It has been recommended to lMr. Forrestal, ir. Royall, Mr, Sullivan, and
¥re, Symington for specific publication by their Departments. Ve hope
to see a lot of its This is by way of a galley sheet.

"It is the policy of the Department, in the procursment ol
supplies and services, to remain impartial oand to refrain from
varbicipation in any labor differecnce or dispute; the conciliation,
mediation, or arbitration of a labor difference or dispute will not
be undertaken by any of the Departments,”

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

"Subject to this policy, and in accordance with its procurement
procedures, -

which are actually nothing more than the administrative reculations of
the individual Pepartments-——

"each Department may (1) give notice of the existencs of a2 1
difference or dispute which affects, or threatens to affeet, nro-
curement of supplies or services, to the CGovernment zgency which h
responsibility for conciliation, mediation, arbitrzticn, or other
action with respect thereto,"--

that includes the Fational Lebor Relatioms Beard; Mr. Chirngls Fedaral
Kediation and Conciliation Service, the Railway lMadiatien Beard, and
several others.

"(2) seek to obtain such voluntary agrecment between menagenent and
labor as will permit continued procurement of supplies and service:
provided such activity does net involve the Deparimsnt in the meri:
of a labor difference or dispute;!"--

Basically, that means if there is a subsidizry contracior plant, there
is rnothing to preclude cur going tc the interested union and alse the
management and asking them, in effect, to exclude military procurament

 from their private dispute. This would include the removal by private

trucking companies, or even military vehicles, of completed items vhich
are on their shipping deck sc that we can then send. them on tc ultimate
users or to other prime contractors.
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"(3) advise the Government agency or the parties to a labor disnute

of factual information pertaining to the procurement of the supplies
or services involved, to the extent consistent with security requirc—
ments."

Sometimes, if you tell a labor unicn that a varticular item involved is
necessary to, we'lll say, the airlift in Berlin, and that the situatiion

is very critical, you get some surprising things deone, Particularly,

that is the situwation that could come up, and does come up, with respect
to the stevedoring unions on beth the east and west coasts., In a few
minutes I am going to tell you about the stevedoring incustry which causes
us the most concern.

The respensibilities 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
suppese you might identify them as the financial interes* we have in the
situaticn. : :

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

In the construction field, the comparatle act is the Davis-Bacon Act.
Most of you are familisr, I am sure, with both of those. The latter act
says that in construction contracts of $2,000, or more, we have to do
certain things.

We also have Executive orders. Cne, during the war, with which I am
certain you are all familiar, was the Fair Emcloyment Practices Act, the
nondiscrimination Executive order, and things of that kind which we are
required, much as any government agency is, to adminisier.

We do not have any particular duties because we are a military establish-
ment. Our responsibility is strictly the result of law and the fact that
we are awarding governmeni contracts. I am not going into that in very
detailed fashion because it is all avzilable in 2 very thorough mammer in
the forthecoming Armed Services Frocurement Regulation Ne. 12, which is in
the hands of the printer at the present time z2nd should be available to
all of you, I would say, within a matter of a very few weeks.

-1
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With that reference, I think T shall pass cn from our legal respons
bilities., :

Now the policies, procedures, and responsibilitics that I have been
discussing must be administered by an organization. They do not operat
in a vacuum. During World War II, the corganizaticn that administared 3
activities I have been talking about was the Industrizl Fersornel Divis
Headquarters, ASF, It had a staff of about 100 civilian employees ond
officers here in Washington and corresponding "Labor Branches" in the
technical services and the service commands.

The Industrial Perscnnel Division exercised staff supervision over
these Lebor Branches and coordinated their activitics., It became appar
however, in about 1944 that the staff labor responsibility was misplace
that it should have been placed in the Preduction Division. Initially,
was thought that labor and labor relations were mere akin to personnel
maragement. 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 o facilitate the acquisition of
supplies. Ve are not interested in maintaining labor standards for the
betterment cof personnel, ‘#e are interested in getting the goods itc mal
tain our field forces,

We could not afferd the luxury of a recrganizetion during the war,
we had to substitute for that organizational deficiency by just maintail
ing extra-burdensome liazison with the rrocurement pecple. Subsequent t
the war, or, as a matter of fact, on VJ=day, the need for a continuing
organizaticn of the size of the Industrial Personnel Division ecxpired a
the divisien was disestablished.

I was a member of the Industrial Persconnel IMvisiorn, but about six
months prior te Vd-day the office of the Legal Branch of the Tirector c
Materiel reguested my transfer to that office, With the disestablishme
cf the Industrial Fersonnel Divisicn, those activities (which always
continue, inevitably, when an organization is completely disestablishec
were transferred to my office, largely because cof my presence there.
Quite by accldent the desired orgarization came abcout, Since that time
those activities, by historieal zccident, have followed me personally a
are now ceniralized in the Cffice of the Judge Advocate Generzl, in the
Procurement Divisicn, where 1 am located. Armed with 2z loh of pieces c
paper, whenever The Assistant Secretary, or the Director of Loglstics,
anybody else, wants a labor adviser, I am available.

I don't believe the MNavy has gone through thoss throes of organizet
I may be ircorrect in this, I am not entirely familiar with the Navy
organization. I do know that at the present time my counterpart in the
Navy is located in the Office of the Director of Naval Materizl, LEis
name is Carl R. Schedler. For thkose Navy officers who are interested i
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investigating more thoroughly into the Navy orgaonization, I would suggest
”that they get in touch with Mr, Schedler. I am sure he will inferm you
in detail, But I believe the responsibility always has beon locoted in
the office of the Director of Navel Material.

Up until January 1948, the Army also handled labor relaticns and
laber activities  for what is now the Department of the Air Force, At
the present time, of course, the Air Force has its owvn crganization and
it. has 2 split responsibility betweon the Office of the Under Sceratary
of the Air Force, Mr. Barrows, and the logistic groups of the Air Force.

Well, I thirnk that is enough of dry material., Now I would like to
tell you about scome of the things we z2etually do. This 211 scunds 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 restaurants, Maybe you heard about it because at
the same time Government Servieces, Inc., the agency that operates most of
the cafeterias and restaurants for the Government, had the same situaticn.

The Pentagon cafeterias and restaurants are operated by the Naticnal
Food Corporation on a contractual basis, They have a collective-bargain-
ing contract with the Restaurant Viorkers Union. In Decsmbar 1947, when
the contract expired, the union already was negotiating with G3I. I don't
know. what the reason behind it was. I am not attempting to Justify or to
criticize, but GSI took the position that the Taft-Hartley Act required
it nect to enter into a collective-bergaining contract, not to negetiante
with any union that had not met what it thought to he the requirements of
~the Taft-Hartley Act--one, the filing of non+Communist : affidovits, which”
you doubtless are familiar with from reading newspaper comment; And, tvio,
the filing of certain financial statements with the Secretery of Labor,

- It is my personal opinion that they were just comouflaging, That is

rather frank statement to mekey but I believe, fundamentally, that the
basic issue in all labor disputes is an economic one. It is o question
of dollars and cents: ZIabor wants more moncy; managemen®t doesn't want to
give any more money. .

In any event, the strikec was prceipitated formally on the basis that
the union would .not qualify.under the provisicns of the Taft-tartley Act.
The strike continued for 90 days. Vhen it came the Armyt!s tuen for
National Food Corporztion~=Armyl's contractor-——to ncgotiate a2 contract for
the rest of the year, considerable pressure was breughs to bear on National
Food Corperation te adopt the same strategy, the same policy, as GSI.

I was asked for an opinion as to what thc contractor should do. Here
is what I recommended, in line with this pclicy. T said, "So for as the
Army is concerned, you are a contractor, hired to run the Pentagon rcstau-
rants, If, in your best judgment--apart from any comsiderations you
" might have becausec you are doing work for the Army, in other words, if



you were running 2 privzote business and the same situation came up--you
would decide, as a matter of judgment, to enter into 2 contract with
this unicm, go 2head and do it."

The contractor said, "Vhat about this-signing up with 2 buach of
Communists?" I said, "Well, first of 211, T don't know that they ~re
Communists, If they are, well, it is probably the leadorship that is
affected, That is all the Taft-Hartley Act applics to, It doesn't pro-
clude you from signing up with 2 union of this kind. The 12w says if
you, or the union, want to utilizc the services of the Notional Iabor
Relations Board in the fature, to qualify for admission beforco that Board
vou have teo de two things: Ont, hove the union offieinls file affidaviis
zs to non-Communist activitics, and, two, filec & stotement as to financia
condition.”

They said, "Would it embnrrass the Army if we signed up with them?
We think we e¢an get 2 year's zgrecment with o six—-cent increcss.!
(Actually, the wnion was asking for 13 cents from GSI.)} Ve told the
centractor that it would not emberrass the Army, on one condition, and
that was that the Commandznt of the Pentagon put 2 new rule into effect,
Now you, as Army, Navy, and Air Force officers get intc the Pentagon
largely becsusec you 2re in uniform, or at least you hove identification
pass; or, as a civilian employee, you have an identification pass such
as I have here.{showing pass)

e said, "ihy don't you require all of the cafcteria employcos to
£i1l out security blanks, %We will run them through the FBI, gebt their
fingerprints, and se forth, and to thosce that 2re bad sceurity risks
we wen't give a building pass; those who are clear, wo vwill admit.”

That vias done. The coniroctor signed up with the union for 2 very
excellent colloehive~bargaining contract. Vo initicted tho sceurlty
program, Tingerprinted.them, and invesiigaied toe 600-¢dd omployecs.

I think all but two or threc werc clearsd, We ot no bod publicity,:
other than a coupls of crank lotiors, Uo hid no shrike, vhich would

have been a serious inconvenience, isolatcd 2s the Pontogon is,

This is something that few veople know, but I think I am st liberty
to say it. The memorandum I wrote, which was the basis for the National
Food Corporation's negotiations fnd activities, subszquently booame the
basis for the settlement ®F the GSI sirike 20 days later, after untold
expense, inconvenience and trouble to Government Services, Ine., to the
Government agencies serviead by them, and to the individuzl employeds.

That is the vay.we handled one labor problem, As a practicsl matter,
we hzd nmuch more security than the Taft-Hartlsy Lev over provided, by .
reason of the fact that we had evorybedy cleared. The Infi-Eartley ek,
theoretically, would require clesrance only of certain offieials, who
never waited on tables, who nover worked in restaurants, and who nover
heard the conversation or got the informetion about waitresses, cocks,
or stewards.

10
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‘ Most of you have read a lot about Mr., Bridges and the activities of
the International Longshoremen'!s and Warehousemen'!s Union on the west
coaste We have had strikes periodically, once a year, for the past few
years. This year we had the usual sirike., In the past we have gone to
the wnion, as we go to all labor unions, and said, "Will you exclude

Army, Navy, and Air Force procurement from yocur private dispute.?" This
year we did the same thing except that in this case management refused 3o
go along with us., kr, Bridges initially refused but I think, realizing
he was not in a good bargaining position, subsequently did offer to handle
Army cargo on the pre-strike conditions of employment.

We let the thing go for a little while, trying to let the parties
resclve it by themselves, Finzlly, when our cargo was piling up and the
overseas forces were getting in a critical state, after Mr. Jridges had
oifered the services of the union, we demanded that maznagement comply
with the %terms of the contract. '

Now some of you may have been contracting officers and the guestion-
coming to mind probably is, "Well, aren't all strikes a basis for delay,
under the Delays-Damages clause?’ I don't know whebther they are, or not.
I suppose, normally, the answer isyes. But in this case we had = letter
from Mr. Bridges to the Waterfront Employers! Association, which is an
association of the interested contractors, offering to handle Army carge
on a normal basis, on pre-strike conditions of employment, So we thought
that at least we had a basis for saying, "There isn't any reason why you,
managemént, can't perform as a matter of fact." But they refused.

Well, after an appropriate peried of, time we canceled the contracts.
We advertised and awarded new contracts to what we called "substitute
contractors."! We had one in Seattle, Washington, and one in San Francisco,
Vie did it on 2 cost-plus-a-fixed-fee basis., The cortract was to run only
for the period of the strike, with no commitments or assurances thzt these
two companies, which incidentally, were not members of the Waterfront
Employers! Association, would get any subseguent contracts, They did have
assurance, however, from the ILWU that labor would be provided them on
pre~strike conditions of employment. )

I went to Seattle and San Francisco to negotizte the contracts. In
Seattle, we wrote the contract at four ofclock on a Friday afternocn and
cur cargo was moving a2t nine olclock that same Friday night, In San
Francisco, we wrote the contrazct on the next dzy, Saturday, znd the cargo
was moving the folloving Tuesday. '

A1l of this took place without incident, except for one thing--you
never get completely scot-free from a labor dispute: In the interim of
these negotiations, the Chief of Transportation, with the approval of the
Secretary of the Army, had hired zblout 300 civil-scrvice longshorz
personnel in San Francisceo to handle the leoading and unlozding of Army
transports.
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We had 2 moral commitment to them, which we have kepi, and that was
they would be offercd employment in that capacity just zs long as tiey
wanted to accept employment, Probably, ultimately, the normal rate ‘of
attrition will wipe it out.

We have received repsated complaints from union o*flc‘als, aongraos-
sional sources, the Governor of California, and the Mayor of San Franeis
Just about everybody has raised the question of why ire now hzve thesc
300 civil-service people wherse, before the strike, we hzad none. The
answer, simply, is this: 'When'we have assurance that the ILEU 1s o
sufficiently responsible union, that we can rely on it to move lrmy carg
in time of private disvute, 2nd we have the same assurinec from mmnagem.
we probably will eliminate the civil-service pcersonncls Bub uniil such
time, we need them as a safeguard or a bulwark to insure the movement of
Cur  cargo.

I think my 30 or 40 minutes are probably about up. But I want to
tell you a short story of how I am credited with solving a labor dispute
that I never did sclves, It might show you that sometimcs the element of
luck has a great deal to do with how these things arce scttlede This will
be of particulzr intere st to the Quartermastar Corps of the Army.

A couple of years ago, when we wcore argnyﬂd in the renmatrintion
program, bringing home the decd of Vorld Yar IT, wc gob .scriocusly in
arrears due to 2 strike, on the procurement of casketse. The strike
continucd for a long time. Seemingly, manogement and lobor could reach
no basis of agreement, We seemed to have roached an impasse. Somehow
-or other, Mr, Drew Pearson, whe is familiar to all of Jou, keard of the
situation, He called me up to ask what the situztion wa I, honestly,
didn't talk with him, However, Memorial Day was just t"o or threc days
off, He, apparently, did some invesiigoiing bscause on llemorial Day he
wrote a beautiful story about the ubier lack of ceeoperation on the part

of management and on the part of laber, That was on either Fridey nisht
or Szturday. Lo and behold, on Londny morning everybody was bhock to
work,

So, you see, there is no set formula for solving labor probl ors.
Somctimes it is publlc pressure; somutxmb: it is knewing the 1rs and outs

of labor law; scmetimes it is knowing rersonnliiicss But it is = very
interesting field. I handle renegetintion, nricing, ond o let of other
things, but actually I weuld give them 211 up for labor relations.

Well, I think my 40 minutes certainly have expired now, There nre
meny other examples I could give you.

Thank you.
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MAJCR McLAY: Gentlemen, T think we are about ready to begin the
question period.

QUESTION:- ¥r, Famning, I would like to ask you two guestions, if
I may: First, what is being done now 2t the level of the Kunitions Board
toward making preparation for a labor-management law for a fulirc cmergency?
Aind, secondly, in your opinion what should be done?

MR, FANNING: Well, first, let me explain that by telling you o little
about the labor organization of the Muniticns Bozard,

The Munitions Board has « division, or group--I don't know what its
titular definition is--that hondles laver and manpover. Ceptain William
J« Marshall, USN, is the wrincipal zdminisirator, I believe, in that
division.

Last September, at the suggestion of Mr. Forrestslts office, o
committee was established at the Munitions Bonrd level, known a3 tho
Munitions Board Industrial-Labor Relsticns Cormittec. It has sgqual
represcntation of the Army, Navy, and Air Forcs. am the Arnmy represen-
tative, Mr. Carl R. Schedler, to whom I referred a moment or two ago, is
the Navy representative. George B. Vioods is the Air Torce representative.
He is a Special Assistant to Lir, Barrows, Each officer has an 21lternzte.,
I am the chairman of the committee,

We are starting to look into »roblems of that kird but we have been
going only about threce months, and during one of thosc months I was out
on the west ecoast in connection with the stevedoring situzticone So
frarkly, we hove not made much progress. That is one of the things we
are directed to lock into. We will try to come up witr some recommendn-
ticns, .

In addition, the National Security Resources Board hzs drafted, well,
I suppose you might call it an omnibus Hill which has sections on contract
placement, mandatory orders, prieing, rencgotiation, justi about all the
fields of wartime procuremsnt, including some scetions on manvpower, labor
relations, and things of that kind, which, so far as T know, are still
in the drafting stage.

I don't have zany specific wartinme recommendstions. If vou ~re thinking
in terms of national service legislation, we had that with us in Vorld
Vier IT. %We gave a let of thought to it. As 2z motiter of fact, I think I
drafted one of the carlier national scrviee bills, but they wore discarded
for severzl reascns, two of which wern, first, politically, it -wwzs not
thought that enactment would ever bo secured; ond, secondly, it vizs thought
that the productivity of o competitive labor force is probably higheor thon
a compulsory lzobor forco,
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Vhat the thinking will be in World War III, if there is to be &
Vorld Var III, depends very fiuch on what happens from now on in the way

~of indoctrinating Govermment, in the way of indectrinating peeples

‘whether we have a period of prosperity or a period of depression which

will provoke such legislation as the Fair Labor Standards Act, for exenm
which was provoked by the depression of the thirties.

Your guess is as good as mine. &y simple answer to your quesiion
is that you should just weit, I think, until you get inte, leil's say,
rhase two of the three stages of planning.

Would you consider that tc be an answer tc your question?

QUESTICNER: Well, no, What I was-getting at was, in any mcbilizat
plan, or stockpiling of resources plan, we should do all we can to prep
for the emergency. Evidently the planning is in the preparaiion stage
both the NSEB and the Munitions Board.

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

QUESTION: Mr. Fanning, you have explained to us the.private-contra
ing pelicy that is going to be passed down to the Services regarding th
relation with labor. How does it differ from a government-cwned, priva
managed situation, case three which you mentioned?

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

Formally, there is nc difference., Formally, if you are a contracto
it doesn't make a great deal of difference, whether you are 2 fixed-pri
contractor, a fixed-price contractor with a price-revision prevision, s
or a straight out-and-out cost-plus contracter, in the degree of activi
or the depth with which you get entangled. We do get more entangled, o
course, with the cost contrzctors beczuse we have to appreove all wages.

Now take straight out-and—out cost-plus centractsrs. They can barg
collectively with their union. Maybe they negetiate wage increzses., 1
think in the Navy the contracts go %o the Cost Inspection Service for
approval (ir. Caldwell's office)s In our case znd in the Air Force cas
they come up to the Jeint army-Air Force Wage Board. Sometimes the Boa
refuses to approve. That does not happen toc often because the poople
whom we award those contracts, by and large, are very rssponsible compa
like Dupent, Hercules, General Electric, or Westinghouse, and they do a2
gocd a job of bargaining collectively and of handling labor relations a
fixed-price contractor would do, first, because¢ they, strangely enough,



want to protect the public at least as much as we doj secondly, ithis

CPFF work that they do is normally just a2 minor porticn of threlr entire
business, To the extent tkat Dupont, for example, nckes 2 wage

adjustment at one of the ammonium nitrate nlants, inevitakly it is precipi-
tated on the idea of putting it into effect in Dupont's privots establish-
mentss So the private interests act to protect us also.

However, from time to time that theory falls down. We always try to
maintain the fiction--if you want to call it that--in the CPYF case of
dealing only through the contractor, in desmling directly with the union,
and trying to deal with him in the same fashion we would deal with -
fixed-price contractor, Obviously, when we are paying 211 the bllls we
stretch it 2 1ittle bit if it is necessary. It is difficult to define
with exactitude something that probably only comes with experilenca.

We have negotitated wage contrzets in our CPFF plants that we wouldn't
even think of touching in our fixed-price plants. But we always try, as
I say, to use the same policy. The only time we deviate is when therc
deoesn't seem to be any other solubion. '

0f course, all of this policy is subject to the exception. Sometimes
you have fo do things that you normally would not do on the theory that
it is justified if it gets out procurement,

I centt give you a specifiec difference.

QUESTION: You do contemplate getiing oubl another steatement of policy,
do you not?

¥R, FANNING: No, I told you, I think, earlier that we did hove a
specific policy statement out on the so-called GCPO's which is the first
labor policy statement, I think, the lilitary Establishment ever issued,.
That is still in effect. It has 2 lot of wartime larguage in it which
should be medified,

But, normally and in pezcctime porbicularly, we do not co business
on o CPFF basis except to the extent of probably some research and
development work, This work, normally, is small in deollar content and
frequently is with universities, or groups of research institutes, that
do not have labor problems of the kind that would worry us.

In wartime we migh%t issue an addondum or another policy statement,
but I don't think we will in peacetima,

QUESTION: ir. Fanning, vhat is the legzl position of the iiilitary
in the casec of service contracts with an industrial firm for the production
of sescret equipment, where the plant guard foree is anionized and involved
in the dispute? Would the Military get inteo difficulty even in protecting
the securiity of the information and tne eguipment itsslf?
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LR, FARKING: It's a good gquestion.

Have you ever read ASF Circulzr 15, 19427 %¥ell, I think you can
probably guess the answer I am goins to give

QUESTIONER: The question of the time in petting the Frovost larshe
involved--and, also, you might become involved--witl: the union.

KR. FAKNNING: Let me answer your first guestion--Is *the plant guard
force unionized?

¥e had the policy during the war of insisiting that if a guard force
was being organized that it be, for coliective-bargaining purposes, set
up in a separate bhargaining unit, even though it could be the same inte
national union,

Of ccurse, if guard forces are auxilicry military nolice, the answe:
is a simple one, We just exercisecd all the prerogztivas we had by thei:
being in the militarr force. “Te have to do it for security reascns. Th
Taft~Eartley Act, I think, specifically orohibited guard ferces compose
of members of the same union as the production emnloyees. So that woul
help the situation also. ‘

The times when that conflict would arise would be rather infrequent
But security considerations in the particular case would control, I1If
necessary, as we have done in the past, we could take it fto the Natiora
Labor Relations Board and get them to issue a rule that would take care
of the situaticn, even tc the extent of denying collective~bargzining
rights to the people involved. For example, initially, in this GOPO!'s
situation that I referred tc, I think for a period of about a yesar the
National Lzber Relations Beoard agreed that they would net recognize
collective bargaining by this kind of wmzragement,

I thirnk in the case of the Atomic Enerzy Commission tsday ceriain

unions heve been disgualified, particulzrly the United Electrical liorke

We could use somewhat the same kind of formula, denending on the ci
cumstances of the particular case. I am sure, as in the wast, that the
Kational Labor Relations Board would let sacurity be. the paramount
consideration and do whatever we thought was necsssary for security.

QUESTICK: Mr, Fauning, I vould like t¢ get away from that subject
for Jjust a moment. I think maybe you, from your expérience in dealing
with labor, might be able to give an inkling to this situation.

A short time ago, the CIO was very much enthused, or at loact gave
the impressicn it was enthusad, with.this werld lzbhor union, this world
federation, cr whatever they call it. In the last few days they hove sa2
the whols ;thing is dead, - Do you, in your work, have any idecs 'as te wh
caused that change of attltude?
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MR. FANKNING: I don't know, Colonel. That is my simple answer.

Those world federations periodibally.come to the fore. Scmetime age
you may have read where Mr, Bridges end My. Curran tried to establish
. something like that for the stevedores. '

'Actually, it is a pet theory of Bridges that he ultimatcoly wanis to
organize the United Sugnr Workers of the werld as well a2s the stcovedere
industry which, T think, clearly would be vch, vory dangerous in view
of the importance of sugar in the making of :mranlt._LonJ which you are
mere familiar with than I am. Any man who controls thoe suger industry
of the vorld and the stevedoring industry of the world becomes a orctty
powerful figure in national defense. I, for one, would be willing to
- teke some very drastic action if that ever came zbout.

However, he made onec mistake. EHe started out to organize the sugar
workers of Hawaii. He thought he had them organized, He laft Joe Eall
in charge of Hawaii and returned to the States, intending to zo to Cuba.
The big five sugar growcrs waited for their opportunity. They took” carc
of ¥r. Hall. They not only scriously depleted the union's trzasury, but
I think if he s%ill has those ideas thny'qru set b"ck a2t least five or
maybe 10 years.

You get that periodiczlily, but I don't know the spccific reason.

QUESTION: Onc of our previous speakers on labor made quite z point
of  expressing his opinion that during wartime labor strikes and labor
disputes were of such smzll magnitude and had such little influence on
wartime produdtion as to have besn quite negligible.

I would like to know the vicw of your office as tao whether that was
~true, Was military procuremcont scriously affceted by strikes during the
‘- past war? Probably you can give us an examplc of what was denc about it
or,tcll us what could hnve prevented it,

KR, FANNTNG: T am going to take the latter part of your question
first., L

Kilitary procurement, I think I can safely say, was not seriously
affected by strikes. I have bubt o peint to the history of our success
in winning the war as one illustration of that.

The answer to thec rest of your question is onc of comparisen. You
an use figures to establish aimest anything, The fact of the matter
was that we did have quite 2 bit of labor disputc. How much morc we
would have had if we didn' give it the time that we gave it is guesswork,
I question whether in the next war we cre going to bo able to afford the
luxury of putting as meny people into administrative jobs, woitching over
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procuremént, handling strikes, and ihdings of that tind, ns woe did in the
last war,. That is just a guess. It is hord to give a categorical ocnswo

I think the best way I can illustrate that is this: You may have se
in the paper last night, or the night before, where somcare*—lt may have
been Secretary Tobin-—appearing before the House Iabor Committec on +kis
new Wagner Act, or National Labor Relations Act, testified ‘that strikes
had increased during the period the Ta ft—Farthy Act was in ex18+ence ir

comparison with the pe riod when the Wagner Act was in ex1 tence.

Some newspaper commentauor, which was the one I saw, called his
attention to the fact that he hadn't compzrad the DPF‘Od imimediately bef
and immediately after, to show they oaght to toke into consideraticn the
same economic circumstancesL the same supply circumst“nces, and sec forth

So I would say, in snswer to your qupstlon thet strikes did not caw
us to lose out very much during the war. As 2 matter of fact, I think
labor had & very excellent record during the war. The no-strike bledge
which ¥r, Wurray, Mr, Green, and the labor leadsrs tock with the Governme
on 7 January 1942, conditioned upon the issuznce of Executive Order- + 9250,
the initial Wage Stabilization Act and the estoblishment of the War Labes
Board, by =nd large, was very well kept. You had wildeats from bime to
time, of course. I'm sure you all have heard of the, oh nerhaps, 30 case
where the Army had to seize the plants because of interfersnce rlth Pro—
‘duction. ; :

But, as I sald, strikes did not cause us mucl: léss during the war;
however, they did use up quite 2 bit of manpover tiai rmight othervise hav
been utilized in more r»roductive tasks.

I think that is the bes® answer I can give you,

Now I would like to close with one thou ighty it's very shorts I cantt
emphasize enough the responsibility that all of you should dlSDl“y when
you finish your coursc here and return to the active field of procuring
or related activity, I juss would like to illustrate whit could happen
1f you are not consciocus of tnat ros“on51b1]w+y. ' ’

Some months ago I saw an scecount in the newspeoper jnvolving 2 strike
at the Welin Dzvit and Boat Company, in HNew Jorqov There was 2 strike
‘¢n at the plant and we, apparently, wantsd some lifebodts, I don't know

“whether they were crltlcal or not. T doubt whether lifeboats several
months ago were so critical thnat we had to toke the action which this
individual took. " In any event, he showed up at the picket line with =
squad of soldiers, all armed, and said he had come to get the boats ocut
ﬂnd.anjone who 1ntorferad or atienmpted to stop him from perferming his du

would be shot on the spot. 'That is a ridiculous ststement, of coursc, bu
1t got a lot of newspaper publicity. e got 2 lot of Congressional ingui
and rone of that helps.
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So, as 2 parting word, don't threaten to shoot pecple if you want
to get through = picket line. As them teo let you through. If they won'd
let you through, think of something else to do.

Thoanks a log.

MAJOR McIAY: i, Fanning, on behalf of Admiral 32bin, Generzl Holman,
and the student body, I thank you for a very wonderful and infermaiive
lecture., ‘e hope you will come to ses us ogain some tinme,

MR. FANNING: Thank you,

(5 Way 1949--45C)3.
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