











stakeholders (Kochan & Rubinstein 2000: 367-386).

Perhaps this was a bit too optimistic. After a very successful first five operative years of Saturn in
terms of profits and quality, a combination of internal resistance inside both the UAW and GM, plus
decreasing car sales, from 314.000 in 1990 towards 210.00 in 1997, foreboded a gradual
deconstruction of the Saturn project. In the second half of the 1990s the main advocates of the
project GM’s CEO Roger Smith, UAW vice -president Donald Ephlin and local union leader Michael
Bennet resigned. Instead, a more critical new GM management and the new more traditionalist UAW
president Stephen P. Yokich started with the dismantling of the Saturn project. First, in the second
half of the 1990s local union members voted for a return to the national agreement between GM
and the UAW. Then, also in the second half of the 1990s Saturn was integrated in the new GM small
car division (Kochan & Rubinstein 200:0: 382) . Finally, after the turn of the century, in the context of

the final demise of the corporation it was decided to close Saturn (Ingrassia 2010: 278 ).

The final stage: towards the bankruptcy of the corporation in 2009

The final stage of the company began in the 1990s and lasted until its bankruptcy in 2008.
Although in this period there have been various work stoppages, such as in 1996 in Dayton, | will
focus on the big strike of 1998. This strike, seen by various observes as the most costly strike in
history of GM, can be viewed as an expression of the changing production system of GM and the
related changes of labor relations in the company. The main issues of this particular strike, which
finally cost GM between $ 2 and 4 billion after taxes (similar to 1 percent of US GDP), concerned

outsourcing (Herod 2000: 527; Kochan & Rubinstein 2008: 382; Blose et al. 2002: 259).

The strike, as the sit-down strike of 1936/1937, took off in Flint, Michigan on June 5 and lasted
several weeks (54 days). About 3400 UAW-members stopped working in the metal stamping plant
due to the intention of GM to introduce in this plant just-in-time production (JIT) and as a
consequence to reduce the large number of job classifications. In sum, GM wanted to replace the still
Fordist working organization in the plant by a more flexible one. Ingrassia contends in addition, that
workers at the Flint facility were filling their negotiated daily production quotas after working four or
five hours before leaving (Ingrassia 2010: 129). The UAW, on the other hand, feared further erosion
of job security after earlier substantial job losses in Flint.

On 11 June this strike was followed by a second strike in the adjacent Flint Delphi Automotive
Systems components plant. This strike entailed some 5800 UAW-members.

As a consequence, by mid-June almost all of GM’s North-American car-assembly plants (GMNA) had

to be closed because of a lack of components. As Herod contends: “At its height, the dispute caused
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193.517 workers to be laid off at 27 of GM’s 29 North American Assembly plants and some 117
components-supplier plants owned by GM subsidiaries had to either close or cut back on

production”{Herod 2000: 527).

In fact, the labor dispute blew up the current national collective bargaining agreement and was
therefore contested by GM. On the other hand, the UAW argued the strikes as legal because they
dealt primarily with local issues. Until that moment, the so-called national master collective
agreement had been predominant. Local contracts were almost always embedded in the master
contract. The 1998-dispute learned the UAW that also local strikes could have substantial national
consequences henceforth and required at the same time less mobilization of workers. This was
ushered by a new global and local “geography of production” caused by JIT and the accompanying

new division between assembly plants and components suppliers (Herod 2000: 521-547).

The results of the 1998-strike after giving way of GM on July 28 can be listed as follows:

- GM’s promised not to change substantially existing work rules

- Investment of $ 180 million in the stamping plant in exchange for a 15 percent increase of
productivity

- Withdrawal of GM’s complaint that the strikes were illegal with the federal court

- Both Flint plants would remain open in the near future (Herod 2000: 540).

Taken together, in a more principle sense the 1998 labor conflict expressed a reconfiguration of
power relations between GM and the UAW. In addition, also changing intra-power relations inside
UAW would give local unions henceforth relatively more power vis-a-vis the central union leadership.
This reverberates to some extent the nature of the first big labor dispute in Flint, Michigan some

sixty years earlier.

As has been stated, in 2003 the Saturn workers returned to the national UAW-GM agreement “with
its plethora of job classifications, work rules, and seniority clauses” and restored with this the
traditional labor relations in GM. At the same time, also GM said goodbye to its initiatives, to
transform labor relations in GM plants towards more cooperative management-labor relations

(Ingrassia 2010: 135).

In 2005 GM'’s position was weakened substantially due to big losses in car sales. For example, in the
last quarter of 2005 GM lost S 1.6 billion. As a consequence, the UAW agreed to a reduction of health
care benefits. Although medical benefits remained free for active workers, retired workers had to

pay monthly health insurance henceforth. Yet, the expensive Jobs Bank to which GM contributed $
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800 million in 2005 remained out of discussion Further limited reductions of health care costs

followed in 2006 (Ingrassia 2010: 172-175).

After 2005 earnings of GM went up again, partly because of cost cutting. In the second quarter of
2007 the gains were a modest $891 million. In the same period GM started negotiations with the
UAW for a new two years national contract . At the background the number of US workers of GM
had decreased from 450.000 in 1985 to approximately 74.000 in 2007. Part of the talks concerned
new reductions on health care which at that time cost GM $ 51 billion. GM, as Ford and Chrysler,
proposed to replace the company’s health care provisions with introducing a Voluntary Employee
Beneficiary Association (VEBA), a trust fund financed partly by the company and controlled mainly by
the UAW.

Initially, the UAW didn’t agree with this and summoned a two days contract strike against GM™.
After settling the strike the UAW accepted a two-tier wage system with a lower pay for new workers

in Detroit. Additionally, the UAW agreed with VEBA (Ingrassia 2010: 200-2003).

Finally, in November the clout was plunged for both GM and the UAW. Shortly after the election of
Barack Obama as President of the United States GM’s stock reached the lowest level since 1946 and
lost with this 70 percent of its value in just three months. Both GM (plus Chrysler) and the UAW had
to travel to Washington “to make their case for a federal bailout” or “new deal” of $ 13.4 billion
(Maynard 2008; Rotschild 2009; Ingrassia 2010: 215).

In return GM had to reduce its labor costs, including the contractual obligations with respect to
health care benefits and pensions for retired workers as well as to invest in smaller fuel-efficient cars
(Rotschild 2009). At the same time, the UAW had to agree to wage parity with Japanese car plants in
the US and furthermore to stock taking in GM rather than receiving cash for the money GM and

Chrysler owed to the VEBA (Ingrassia 2010: 225).

Then, on March 30 2009 GM went formally bankrupt on the basis of Chapter 11 of the US Bankruptcy
Code and subsequently received supplementary cash of $ 30 million from the federal government to
make a partial restart”. The company was split into two separate parts. One part, mainly consisting
of Cadillac, Chevrolet, Buick, GMC would continue as “New GM”. The other part, “Old GM” mainly

consisting of Saturn, Saab, Hummer, and Pontiac was going to be sold out to interested external

' The first national contract strike against GM since 1970.
% Also its acting CEO Rick Wagoner was forced to leave the company by the Obama government.
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parties. The US government received in return 60 percent of GM’s stock and so became the largest

shareholder of GM, next to the UAW and the Canadian government (Ingrassia 2010: 268-271).

By the end of 2009 the once biggest car producer in the world had finally become a medium sized car
producer with a still uncertain future. Also the UAW had lost considerable leverage and was viewed
by many henceforth as a too powerful union that had kept GM in a deadly hug for decades and that

finally contributed considerably to its extinction®'.
Conclusions and debate

Overseeing the whole time period between 1936 and 2009, what can be concluded about the historic
relationship between the UAW and GM from the viewpoint of American industrial relations?
Beforehand, two important interpretative distinctions have to be made.

The first relevant distinction is the distinction between shop floor control and worker control. Both
the UAW and GM management tried to maximize over time shop floor control and worker control
with different, but comparable intentions. For example, the main intention of the UAW to maximize
worker control was to establish and to preserve strong centralist union authority instead of
fragmented anarchic job control at the shop floor level. On the other hand, the management wanted
to maximize its control on the shop floor in order to prevent anarchism and periodic disruption of the
production process. In addition, management intended to establish as much as possible authority
and room of maneuver with respect to the production process and its different aspects.

A second relevant distinction is the historic development of Fordist mass production towards flexible
specialization®” from the 1970s onward (Piore & Sabel 1984). This structural change reflects
important changes of the capitalist production process caused by the gradual saturation of consumer
demand, increasing global competition and energy shortages as a consequence of the two oil crises
in the 1970s.

To some extent, the development of Fordist mass production towards flexible specialization
‘revolutionized’ the traditional shop-floor and worker control strategies of the UAW and GM

respectively. For example, as is demonstrated by the NUMMI and Saturn cases, the UAW

*! Reisman circumscribes the role of the UAW in relation to GM as “that of a swarm of bloodsucking leeches, a
swarm that will not stop until its prey exists no more” (Riesman 2006).

*? Flexible specialization is a local development strategy of permanent innovation based on multi-used
equipment (e.g. versatile machine tools coordinated through complex computerized controls); skilled
adaptable workers; and the creation through politics of an industrial community devoted to innovations where
networks of socially embedded small firms compete and cooperate (Piore & Sabel 1984: 17; Wilensky 2002:
53).
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rediscovered the potential power of shop floor bargaining in realizing national goals. On the other
hand, flexible specialization helped GM to reorganize its production process by outsourcing unskilled
work to suppliers elsewhere in the US and abroad. Combined with a new, more collaborative
approach of industrial relations, the strategy of flexible specialization supported GM with reducing

union influence on both the shop floor and the national level.

Summing up, the conclusion is justified that over time there has been a permanent struggle and
trade-off between the UAW and GM management about shop floor control and worker control.
During the era of Fordist mass production GM management controlled mainly the shop floor and the
UAW the workers. This relationship with some traits of a truce became somewhat more complicated
and erratic in the era of flexible specialization from the 1970s onward. In this period the UAW
rediscovered the potential significance of shop floor control in behalf of worker mobilization at a
national scale , whereas GM refined its shop floor control strategy. In the same period UAW’s

strategy of worker control strained, mainly because of the economic decline of GM.

Turning to history in more detail, | will try to answer the three more specific research questions
formulated in the first paragraph.

The immediate pre-depression years were also the years of so-called “welfare capitalism”. Large
companies, such as GM, tried to buy industrial peace by offering their employees certain provisions
in the personal sphere, such as canteen facilities, but also pension and health provisions. Welfare
capitalism in GM came to a sudden end with the Flint sit-down strike in 1936/1937. Although
orchestrated by the central union authority, this work stoppage contained also anarchic elements.
The main objective of this strike was union recognition by GM. This strike and the many other sit-
down strikes in the second half of the 1930s was induced directly by new New Deal legislation and
more in particular the Wagner Act. This act stimulated and supported deliberately the recognition of
trade unions as bargaining parties. As a consequence, in settling the substantial 1936/1937 labor
conflict even the state and federal government, but also President Roosevelt played an important

conflict solving role.

After the issue of UAW’s recognition by GM, the second half of the 1940s and the first half of the
1950s demonstrated the absolute success of the “truce” between the UAW and GM, in which the
UAW practiced almost absolute worker control and GM on its turn almost absolute shop floor
control. This was incorporated in the “Treaty of Detroit” in 1950, containing important concessions of
GM with respect to wages (COLA, Improvement Factor) and other working conditions concerning

pensions and health care. This truce was supported by the Taft-Hartley Act (1947), which further

29



restricted worker militancy at the shop floor level. These were also the glory days of the automobile
industry. Trees seemed to growth into heaven by the enormous increase of wealth from the 1950s
onward. This stimulated UAW-president Walther Reuther to widen the UAW bargaining program
towards a social democratic program directed at substantial changes in the economical and political
structure of the US. However, this heralded also the end of the era of Fordist mass production and
the subsequent onset of flexible specialization. One of the symptoms was the saturation of the

American car market. Another was the increasing competition with the Japanese car industry.

GM'’s strategy in the new era of flexible specialization contained of reorganizing existing production
processes (components production and assembly) and the establishment of new highly automated
plants (Vega, NUMMI, Saturn). At the same time, the UAW lost significant influence. The number of
auto workers decreased enormously and as a consequence, also the number of UAW members by
the many lay-offs and outsourcing activities of GM. Furthermore, the broken coalition with the New
Left further eroded the political influence of the UAW.

The primary objective of the UAW shifted from the improvement of wages and working conditions
towards safeguarding as much as possible job security. One of the remarkable bargaining results in
this respect was the creation by GM of the expensive Jobs Bank in 1984. But also, as Rotschild
previewed already in 1971, the double crisis of insufficient demand and stagnating productivity in the
American automobile industry would also generate more bitter and frequent labor conflicts about
job security in the future. Most significant in this perspective was the big strike of 1998 about the
changing production system and outsourcing activities of GM.

This strike can be viewed as the beginning of the end of GM in 2009. After giving way to the UAW
with important concessions, losses of GM increased after a temporal revival of the gains.

Finally, GM went bankrupt in the Spring of 2009.

Taken together, In due course the objectives of the UAW with respect to GM changed from union
recognition towards a dynamic wage policy and finally towards safeguarding job security. At the
same time, GM was willing to give way to a large extent to union demand, initially to buy peace and
predictable labor relations, but subsequently to exchange some job security of workers for a more
intensive international competitive strategy. This strategy contained the possibility of reorganizing
production processes in a flexible way, outsourcing of productive activities and easy lay-offs of

workers in case of economic setbacks.

At several moments in history the US-Government has played a decisive or significant role in the

historic relationship between the UAW and GM. Most decisive perhaps, was the implementation of
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the New Deal legislative framework (Wagner and Taft-Hartley Acts) in the period 1937-1947. This
eased recognition of trade unions in the USA and furthermore, regulated the American system of
industrial relations. In addition, several presidents have played a role in the creation and
maintenance of the relationships. Most significant in this respect were FDR, Harry F. Truman, Lyndon
B. Johnson, Ronald Reagan and finally, Barack Obama. The majority of them were Democrats. History
also makes clear that the progressive New Deal labor legislation was contested from the onset by
conservative republicans. Most significant in this respect was senator Robert A. Taft who initiated the
Taft-Hartley Act. But also other conservative republicans, backed by some companies (including GM),
media (radio, journals, papers) and think tanks, tried to reduce the influence of union favorable
legislation or even break the unions (Phillips-Fein 2009: 87-114).

On balance, it can be concluded that the UAW until the structural decline of the American economy
took more advantage than disadvantage of government influence. Therefore, as the UAW, also the
US-government has played a significant role as a countervailing power in the American industrial
relations system. Grossly seen, before the presidency of Ronald Reagan the government was most

supportive to the trade unions and thereafter to American business.

Although no systematic attention was paid to roles of strong personalities it can be confirmed that
they indeed paid also a significant role at certain moments in the history of the relationship. Most
remarkable in this respect were Walther P. Reuther of the UAW and Alfred P. Sloan of GM. Reuther
not only played a decisive role in the Flint sit-down strike, but also in the direct post-war strikes and
the Treaty of Detroit. Later on, he exerted also a significant influence on LBJ)'s Great Society.

Sloan, GM-president for twenty-three years and member of the board for forty-five years until 1966,
on the other hand, opposed the New Deal. But apart from that, Sloan developed a rather pragmatic
attitude vis-a-vis the UAW (Sloan 1964: 390-406, ix). After the change of Fordist mass-production into
flexible specialization, the influence of strong personalities at both sides became more dispersed, but

remained rather significant.

To conclude, the about seven decades spanning relationship between GM and the UAW has been
intensive and at the same time unique from a historical perspective. At several times it was backed or
opposed by the US-government and strong personalities in the UAW and GM. At the same time, the
relationship was not a static one. Influenced by structural developments in the American and the
global economy and internal political developments in the US the nature of the relationship changed
significantly over time. To some extent and for various reasons it was also to both parties involved a
sort of never ending paradise which in the end got stuck still. All in all, the relationship was and
remained a flexible and dynamic one until the clout was plunged definitely in 2009.
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