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PREFACE

The General Motors-United Auto Workers settlement of 1948 for-
warded a subtle revolution in American capitalism already begun by
greater industrial concentration, government regulation and corporate
managerial guidance. The three concepts the agreement popularized
were wage escalation, productivity factoring and longer term bargain-
ing. Wage escalation meant workers gained automatic increases or de-
creases in wages as living costs rose or fell. The U. S. Government's
Bureau of Labor Statistics provided the Consumer Price Index to record
the ups and downs of a typical U. S. consumer's market basket. Pro-
ductivity factoring recognized that workers deserved regular percentage
wage increases because they added to American productivity. Such in-
creases came regardless of cost of 1iving changes. The contract based
productivity percentages on an historical yearly average increase in
output per man hour in U. S. manufacturing industries.

Because workers' incomes kept up with the cost of 1iving and
workers received dependable wage increases, GM management assumed that
strikes and negotiations need not be as frequent. Both GM and the UAW
could devote themselves to other matters. America could again prosper.
Colorful automobiles, from the bulbous to the streamlined could fulfill
dreams long deferred in depression and world war years. The GM-UAW
settiement of 1948 also struck a balance among labor, management and

government. These three parties huddled for security in a society which
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Communism disquieted, and American capitalism would never be the same.
The contract assured Big Labor and Big Business, thereby supporting
collective while lessening individual effort in society. Both parties
enlisted a government agency for a permanent role in wage determina-
tion. The economy's effect on the worker, rather than union muscle-
power or laws of labor supply, influenced wages.

My father, the late Thomas E. Groehn, GM News Relations Direc-
tor, often spoke of spending his retirement years writing about "that
character, 'C. E.' Wilson," credited with originating the 1948 contract
concepts. I dedicate this to dad, who loved his work, and mom, who
loved everything about him,

I also dedicate it to my husband, Adel, who having finished a
doctorate in petroleum engineering, understood and patiently accepted
the time I needed to spend travelling, researching and writing this.
My thanks to my brother-in-law, Osama E1-Messidi, for accomodations
and pool contests while I worked in Norman, Oklahoma, and my cousin,
Elizabeth Haarz Petersen, who helped me research and re-order the card
catalog drawer I dropped. Without the generous help of Mr. Andrew
Court of Detroit, Michigan, this project would never have been as much
fun, nor as thorough, and I dedicate this to him, also. He gave me
his time, interest and special genius. I am also grateful for the en-
couragement given me by Mrs. Carolyn Swan of Oklahoma City, Oklahoma.

Dr. H. Wayne Morgan, my adviser, shared his knowledge of editing
and authoring fifteen of his own works and returned corrected material
promptly with cogent, straightforward criticism. I thank him for his
professionalism. I appreciate the advice and support given me by
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other committee members: Dr. David Levy, Dr. Arrell Gibsun and Dr.
Norman Crockett. Dr. Sidney Brown also nourished my efforts with his
interest.

Alexis Rodgers and Jo Gil of the University of Oklahoma's His-
tory Department, saw me through the traumas of graduate school and the
formalities, fine points and typing skills required in this work. They
merit deepest gratitude.

Several helping hands and research centers facilitated this
study. Mr. George Morris, GM Vice President, Industrial Relations
Staff and Mr. Anthony DelLorenzo, GM Vice President in Charge of Public
Relations, arranged for my access to helpful material at the General
Motors Building in Detroit. They directed company personnel to dis-
cuss topics with me, which Mr. Clifford Merriott, GM News Relations
Director, Mr. Jim Crellin of the GM News Relations Staff, and Mr. Wil-
1iam Brunstad, Assistant Director of Labor Relations, did. This led
me to study the 1948 GM-UAW Contract and its concepts.

Mrs. Nettie Seabrooks and the GM Public Relations Library
staff helped me locate books, magazine articles, biographies and
speeches. A forty-five volume collection titled "Wage Escalator and
Inflationary Spiral" from 1948 to the present provided a thorough
source of published comments in the media. The volumes also surveyed
productivity and long term contract coverage.

Jim Crellin, of GM's News Relations section gave me free access
to their 1948 bound volumes, which recorded media coverage of negotia-
tions and settlement and both GM and UAW-CIO press releases.

Miss Joan Spring, Senior Statistician with GM's Economic Rela-
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tions Library, located pertinent research which company, government,
union and independent organizations published. Mr. William Brunstad,
Assistant Director of Labor Relations, guided my research in his de-
partment's materials.

General Motors officials gave me access to certain vital but
confidential information concerning the 1948 GM-UAW negotiations. My
access to this material was restricted to and solely for my use as
background information. It was made available so that my interviews
with participants in the negotiations would be more meaningful. I am
not permitted to quote from these documents nor describe the nature of
them. Much of what they contained, fortunately, was corroborated by
participants in the negotiations and was reported herein to the extent
they were willing to permit attribution.

The interviewees recreated and humanized a complex, technical
subject. Without the informative, lively comments of Andrew Court and
Louis Seaton, my study would have neglected outstanding interviewees
and missed vital points.

The Jack W. Skeels oral history, housed at Walter Reuther Labor
Archives, Detroit, Michigan, detailed UAW and Communist Party activ-
ities prior to the 1948 settlement. It amply developed Reuther's rise
to power, so crucial to my topic's background. Mr. Warner Pflug and
Mrs. Di Miles at the archives acquainted me with their personal and
departmental collections, biographical files, union convention records,
dissertations and books. They also arranged crucial interviews with
auto worker and Communist Party (CP) figures.

The Charles Erwin Wilson Archives at Anderson, Indiana held dis-
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appointingly little on Wilson's development of and involvement with
the concepts. However, it recorded insights into his lifestyle and

corporate 1ife. Miss Lynn Goldman helped me use the collection.
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CHAPTER I
POSTWAR PANORAMA

Postwar America, enjoying record prosperity, outfitted Ann
Blyth with a $18,000 mermaid tail for a 1948 movie spectacular, "Mr.

Peabody and the Mermaid."1

At the same time, people longed to know
that this time abundance was real. Depression memories cast long
shadows. Inflation frustrated higher living standards.

In 1947, sixty million employed Americans earned a record
$200 billion to spend on the unprecendented $235 billion worth of
goods and services they produced. Only two million, about 3.5 per-
cent of the labor force, waited for work. An average industrial
worker received $1.25 hourly, double his pre-war wage.2

Corporate profits increased about one third as much as wage
increases. Total corporate profits after taxes reached $17 billion
in 1947, and total farm income, $18 billion. America exported more
than it had in the most active World War II year.3

Auto manufacturers expected to use fifty million pounds of
plastic in 1948.4 They also needed sheet and strip steel. Because
of a steel shortage in 1947, auto companies operated at 65 percent
of capacity, but produced almost five million vehicles, an amount
passed only three time before. More trucks, busses and replacement

parts were sold in 1947 than ever before, and more vehicles regis-

tered. Auto leaders expected to surpass 1947 production and make
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5.5 million vehicles. Wages and employment, too, reached an all-
time high.5
More dollars passed over department store counters than ever
before. Sears, Roebuck and Company sales reached their highest
dollar volume in history.6 Stories about inferior Russian factory
goods in that country's department stores, probably amused American
readers. The manager of Moscow's largest department store complained
that he received overpriced, defective shoes. He worried that potato
peeling machines, in high demand, could be made but were not, and
that Russians did not manufacture bookshelves or window screens.7
United States industry boasted a magnetized, all-purpose
kitchen tool, foam to fight fires and mechanical hands to handie
radioactive materials. Some citizens expected to develop "hangar-
house communities," where private pilots could fly their planes onto
community runways, then taxi into hangars attached to their houses.8
More product awareness through advertising characterized
postwar customers. Advertisements reflected the record setting
mentality of the times. For exampie, the "New" Duz soap was "The
Finest Duz that Ever Wuz."9
A baby boom caught up with America in 1948, the year a
Pittsburgh Planned Parenthood clinic vice president gave birth to

trip]ets.lo

By the end of 1950, U.S. population figures outnumber-
ed the most generous 1940 projections by five million people. The
war influenced the increase. Some husbands avoided the draft when
they started families. Others wanted children to carry on the

family name. Still others returned from war and quickly re-domesti-



cated. The G. I. Bill helped them return to school, buy a home or
start a business. The birth rate that hovered around an average
17.5 per thousand crested at 25.8 per thousand in 1947.11 Popula-
tion growth also reflected greater life expectancy among all ages.
Life insurance companies dropped 1848 tables, and published new
mortality tables for 1948. More people, living longer, paid more
insurance.12
After the war, Americans jingled more money in their pockets
than ever before. New Deal programs and wartime taxes leveled the
populace into a larger middle class. Deposits in savings banks in-
creased nearly $1 billion in 1947, but withdrawals apparently off-
set new savings. Blue collar laborers earned more and saved more
than white collar workers during and after the war. To maintain
their 1iving standards at higher prices, white collar workers saved
less or withdrew money, especially as previously unavailable consumer
goods came on the market.13
The public sector also headlined prosperity. "Federal Sur-
plus Hits $1,658,190,000," the New York Times announced, and they
added that tax collection would push the government surplus up to
$6 or $7 billion by June 30, 1948. President Truman felt expansive
enough to allocate $15,000 in executive funds to build a porch on
the back of the White House.l?
None of these blessings erased the twelve year shadows of
depression as Americans anxiously recalled the post World War I

slump. One economist hinted that recession came and went quietly

in 1947, eighteen months after World War II, the same time span be-



tween World War I and the 1920 recession. The commentator theorized
that because American involvement in World War II was twice as long
as in World War I, the country needed twice as much time for the

new postwar adjustment.15

Businessmen feared a decline in demand for now well stocked
expensive durables. They believed export demand might slacken.
Automobiles might find less favorable markets, except in farm terri-
tory, they predicted.16 Chrysler's President thought Marshall plan
requirements might divert raw materials needed in auto manufactur-
ing.17 Pessimists recalled the long strikes of 1945 and 1946 in
major industries, and feared that a third round of wage and price
increases would create more acute inflation.

UAW researchers claimed that new cars were too expensive for
workers and farmers who already had spent most of their wartime
savings. Most of the 16 percent of U. S. famiiies with incomes over
$4,500 who might afford new cars would not buy during the antici-
pated recession, they estimated.18

Stock market activity mystified many analysts. The market
frequently acted contrary to expectations from the general trading
public. During full employment, with earnings and their ratio to
selling prices up, and in spite of increased and extra dividends,
averages fell short of the 1946 pinnacle rate of 148.50, the highest
since 1929.19
Three years after V-J Day, food prices had increased 50 per-

cent, rents, 9 percent and the total cost of 1living, almost 70 per-

cent. Many economists thought that the inflation stemmed from easy



money and pent up consumer demand. A few blamed business, labor
and government. Businessmen assumed wages would rise, and that
they could not lower prices as productivity increased without en-
dangering profits. Labor leaders assumed prices would rise and that
laborers needed higher wages to pay those prices. Government, lack-
ing standardized wage-price policies, aimed to avoid Tabor-manage-
ment negotiation deadlocks and get on to business as usual. Often,
that meant it sanctioned inflationary sett]ements.20

Remedies chased diagnosed inflation. One was direct govern-
ment wage-price control which during war proved popular, but gener-
ally not as effective as promised. In peace, presidents hesitated
to apply controls, which required widespread public support. Many
manufacturers and farmers insisted that the laws of supply and de-
mand resolve inflation, but consumers opened pocketbooks regardiess
of high prices.

Truman maintained wartime price controls until 1946 and in
June of that year he vetoed Congress' feeble price regulation mea-
sure. A stronger bill passed in July, but was difficult to admin-
ister. Truman asked a special session of the predominantly Repub-
lican Congress for price controls on scarce products, and wage
ceilings to make those price ceilings effective.21

The Congress of Industrial Organization (CIO) opposed wage
freezes, but favored price controls. The American Federation of
Labor (AFL) supported ending the Office of Price Administration,
another aspect of Truman's proposal. The National Association of

Manufacturers and the Chamber of Commerce opposed his entire program.22



Republican Representative Clare E. Hoffman from Michigan com-
mented: "It sounds to me as though he is asking for a complete re-
turn to price control and rationing when he knows he won't get it
and wants to blame us for anything that may happen.“23 The U. S.
Congress then rushed its "voluntary anti-inflation program" to Tru-
man, who signed it reluctantly, believing the measure would not
solve inflation.

Through the program, federal agencies consulted industry and
agriculture, and reached voluntary agreements to relax anti-trust
laws. The Secretary of the Interior conferred with coal, coke,
natural and manufactured gas prodhcers and others to discuss prior-
ities, allocations and inventory control of their products. The
Secretary of Agriculture met with farm representatives to discuss
food and feed conservation problems and speculative trading on the
commodity exchange. The Secretary of Commerce administered export
controls. The Office of Defense Transportation allocated trans-
portation facilities. The Attorney General stamped his final ap-

proval on their agreements.24

An ounce of Hooverism (voluntary
government-business agreements) plus an ounce of Rooseveltism (co-
operative government-business relaxation of anti-trust laws) plus
a pound of Truman's new setting (inflation) equaled the new program.
Outside of Washington, D. C., businessmen praised General
Electric Company for reducing prices 5 percent on 40 percent of its
products. Ford Motor Company and International Harvester imitated
price cuts and then rescinded when their costs rose.25

American politicians asked whether New Deals, Ol1d Deals or



Newer Deals solved postwar America's depression and inflation threats
to prosperity. 01d Dealers longed to curb federal power, pare down
bureaucracy, minimize relief, revive business prerogatives by dere-
gulating capitalism, and tone down labor strength through Tegislation.
They concluded that government power shackled the ability of in-
dustrious, self disciplined individuals to create wealth. Some even
considered business benevolence, rather than union musclie or social
legislation, better for employees. Others sought to discontinue the
New Deal during normal, prosperous times. Many considered the New
Deal Communistic. Senator Robert Taft typified 01d Dealers.

New Dealers wished to strengthen and expand the programs which
survived the 1930's and World War II policy changes. They sought,
for example, to increase the minimum wage or number of Social Secur-
ity beneficiaries. New Dealers believed government held ultimate
responsibility for a smooth running economy, full employment and
labor-management peace. They cautiously pressed for social legisla-
tion to protect the weak in society.

Workers and lower class beneficiaries of Roosevelt's pro-
grams who moved into middle class status needed to secure their new
positions before they welcomed newcomers. Many assumed, however,
that FDR would have lived up to his promise to upgrade blacks after
the war. Some wanted to continue government activity in public
businesses--education, medical insurance and housing, for example.
Most Tooked to Truman to follow Rooseveltian traditions.

Newer Dealers grew disillusioned with Truman and gathered

around Henry Wallace and made vigorous attempts to forward FDR's
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Economic Bill of Rights. They hoped to use Keynesian economic
principles to maintain full employment, lend federal money to small
businesses, maintain wage stability, aid education, provide agri-
cultural price supports and federal crop insurance. Newer Dealers
foresaw the day of the guaranteed annual wage. They wished to
toughen up anti-trust efforts, believed in large scale housing pro-
grams and federal health insurance, and thought Truman too tough
with the Soviet Union.

The President tried to understand what to do with a trans-
formed America. RosseQelt threaded programs through recovery, and
Jjustified government spending with Keynesian theory, but Truman
faced an expanding economy, high employment and inflation.

He struggled with the public memory of FDR, often sent
flowers to the late President's grave on the slightest pretext,
and revered and deferred to Mrs. Roosevelt. He believed he could
improve on FDR's performance in three ways: 1) get rid of tact-
less, contentious New Dealers but not their programs; 2) be more
efficient; reorganize executive and other departments; and 3) try
to "good fellow" rather than force Congressmen into passing liberal
programs.26

New factors influenced Roosevelt's former coalition, the
basis of Democratic loyalty. The thirteen million immigrants who
came between 1900-1914, suffered through the depression and formed
the backbone of FDR's coalition, remained loyal Democrats. Although
prosperous, they retained underdog attitudes. They continued to

provide the Democrats their urban pluralities.



The newly established northern city black identified himself
with these Democratic urban masses struggling to leave the slums.
Southern blacks strove for greater rights and registered Democratic.
This strained party unity there, and turned many southern whites
toward coalition with the GOP.

After World War II, America sought protection through in-
volvement in the world. No longer could either party, especially
the Republican, command political support of those ethnic segments
most traditionally iso]ationist.27

Roosevelt's programs--from electrification to improved edu-
cation--changed American farmer status by the end of World War II.

The typical midwestern farmer frequently had more ready cash than
the traditionally GOP town banker. Farmers and townsmen practiced
two party politics in postwar America, voting for the man or party
they expected to give them the most.

Years of full employment subdued organized labor's fervor into
A11 Americanism and bread and butter campaigns. Ethnic and religious
ties, as well as economic interests, bound workers to the Democratic
Party. Sometimes prosperity thrust previous general labor concerns
into the background and brought forth divisive occupational interests,
but most workers remained Democrats.28

Third party leader Henry Wallace wooed laborers with only
mild success when he demanded wage increases to meet living costs.z9
Truman alienated some labor leaders when he brought government power

to bear in 1946 labor disputes in auto, steel and bituminous coal

industries. They suspected he wanted to weaken labor's right to
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strike.30

Truman echoed Wallace's bid for wage raises without price
hikes, to help labor's "ability to pay" for their own accelerated
production, and maintain a healthy economy.

The President disappointed many FDR liberals. New Dealers
such as Harold Ickes, Henry Wallace, Henry Morgenthau, Frances Per-
kins, and James Byrnes resigned or were fired. Truman's "liberals"
--lame-duck politicians, men-on-the-make and business failures--re-
placed them. Both liberals and conservatives resented this "cult of
mediocrity, the Missouri gang" as they viewed it. They also dis-
liked Truman's handling of reconversion, inflation and labor dis-
putes and his inability to convince a more conservative Congress to
pass his reform 1egis]ation.31

In January, 1948, Truman offered the country one measure to
resolve inflation, a "cost of living tax program." Each taxpayer
would get a $40 cost of living credit, and $40 credits for each
dependent. Federal revenues would decrease $3.2 billion, but higher
taxes on corporate profits would regain the loss. He added social

legislation to his pr0posa1.32

Congress defeated Truman's program
and enacted their own, which reduced individual income taxes by
$5.6 billion.33 Inflation lingered.

"He looks active but goes nowhere,” one Truman observer said,
"he appears happiest when able to make a dramatic show of activity,
secure in the knowledge that nothing much is going to happen." He
encouraged and perpetuated stalemates when he raised all issues but

settled none.34 Citizens shrugged off his performance with “To Err

is Truman." Truman admitted to his own personal dilemma when he
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sadly admitted he never wanted to be President and wished he could
hand over the job to someone else. Many assumed he never meant
that, as he sought the vice presidency when FDR was alive, and later
ran again for President in spite of severe political opposition.35

Perhaps the uncertainty of the times warranted holding action,
until emergent realities revealed themselves ccmpletely. Inflation
and the threat of recession enervated prosperity. 01d Deals and
Newer Deals tugged at the New Deal from either side. World War II
victory did not bring secure peace.

Communism and atomic power frightened many. America pro-
liferated but did not use atomic bombs and ironically operated on
the premise that "peace could not be had except by arming as if for
war." Businessmen, concerned that defense needs might interfere
with consumer production, asked the administration what military and
economic cooperation might soon be required of them.36 Labor leaders
thought national defense needs and Marshall Plan requirements worsen-
ed inflation.

Insecurity about Communism abroad came home to roost by 1948.
Loyalty boards continued their investigations of all federal em-
ployees, and eleven key Red leaders faced trial for violating the
Smith Act. Whittaker Chambers, former Communist agent, repeated
accusations against Alger Hiss before the House Un-American Activ-
ities Committee. In the face of Communism, U. S. re-assertion of
capitalism with a social conscience gained importance.

Both business and labor leadership responded. Businessmen

recalled the 1920's as a free for all of business blundering that
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later caught up with them. They remembered their unpopularity dur-
ing the depression. In World War II, they joined with labor lead-
ers, scientists and government officials. Their cooperation gained
some public favor. Corporate leaders came into the 1940's with more
willingness to face political and social facts. They appeared more
able to see that no policy benefited business uniess it also bene-
fited society.37
Despite security and new found power, labor moved cautiously

after the war.38

It feared economic collapse and anti-labor offenses
characteristic of post World War I America. These never material-
ized, and labor retained most of its membership in relative pros-
perity. Laborers who shut down plants with sitdown strikes in the
late 1930's put up their own homes in neat neighborhoods in the

late 1940's. Full employment, and wages sometimes tripling depres-
sion wages accounted for the change. Some leaders still exhorted
with revolutionary zeal, but evicted Communists from their bureau-
cratic, "lodge hall" unions.

Enlightened "industrial statesmen" met "establishment" labor
leaders in a new light by 1948. Strong unions in strategic indus-
tries faced important industries now keyed to administered rather
than competitive pricing.39

Immediately after World War II strikes in o0il, coal, steel
and auto industries angered the nation. The strikes caused the
greatest work idleness in U. S. history as industry and the nation

sought speedy reconversion and production. An embittered Congress

passed the Taft-Hartley Act of 1947 over Truman's veto. Just as the
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government prevented unfair business practices in the Wagner Act,
it now thwarted unfair labor practices in the Taft-Hartley Act. By
the act, the government banned the closed shop (which Timited hiring
to union men), required unions to sit out a sixty day "cooling off"
period before striking, and permitted employers to sue unions for
broken contracts or strike damaged property. It also forbade union
contributions to political campaigns, required unions to publish
their financial statements, and required union leaders to take an
oath that they were not Communist party members.

Some feared the Taft-Hartley law's union busting potential
in unemployment times, when union bargaining power weakened or dur-

ing anti-Tabor administrations.40

Heber Blankenhorn, National Labor
Relations Board (NLRB) staff member, resigned because he believed the
law so harmful to labor organization that "even its own backers want
its enforcement soft pedaﬂed."41 Some workers evidently found the
act less abusive than they feared. A clothing cutter said he liked
the act because "there have been fewer strikes. When other workers
strike, business drops and we get laid off."42
Under Roosevelt and Truman, collective bargaining turned into
a war of press agents and frequently ended in stalemate or strike.
Government intervened, seized industries and imposed settlements
more than previously. By 1948, labor and management preferred to
settle disputes privately, avoid government solutions and remain
aloof from the press.43
A more studied approach to negotiations became possible as

reliable data grew. Worker fears of technological obsolesence
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spurred the Works Progress Administration during the depression to
survey productivity in more than fifty industries. In 1940, Con-
gress ordered the Bureau of Labor Statistics to study postwar pro-
ductivity because they anticipated mass unemp]oyment.44
The pace setting "big three" industries, steel, auto and
electric, which settled at standardized 15 cent wage increases in
1947, changed relative positions in 1948. In that year, auto and
electric industries faced returned strong competition and tremendous
labor and material cost increases since price decontrol. Experts
expected these industries to be Tike Scrooge during negotiations.45
Others considered the union's position "fairly good." They reason-
ed that as long as manufacturers got high prices, they would not
risk strikes.46
Instead of strikes, the climate invited suggestions: The
Council of Economic Advisers urged industries to adopt guaranteed
annual wages, althuugh they considered such a proposal off limits
for federal legislation. Guaranteed annual wages would promote
regular production, assure incomes, and free workers from job in-
security. They would become more productive,less subject to slow
down and stretch out practices when they feared 1ayoffs.47
General Motors' President Charles Erwin Wilson and American
Federation of Labor President William Green suggested a forty-five
hour work week to remedy inflation. Both thought it would give
workers extra pay to meet higher costs and it would equalize pro-

duction and demand. Green submitted that industries compensate

workers at time and a half. Wilson proposed straight time pay for
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the added hours. Truman confused the issue when he said he thought
Wilson was "living in the 1890's" and he did not realize the GM
President intended extra hours to be an emergency rather than per-

48

manent proposition. Green anticipated a third round of wage de-

mands but remarked that labor preferred price cuts to wage increases

defeated by inflation.*?

Secretary of Labor Lewis Schwellenbach
sympathized, claiming that corporate profits outran wage increases
considerab]y.50 Truman cautioned: "We face the danger that the
continuance of maximum employment and production will be impossibie
unless we achieve the necessary purchasing power adjustments in the
price-wage-profit structure."51

Battling in the public forum, the CIO began its third round
battle: rising prices bit off 15 percent of worker take home pay
in the last three years; corporations profited 89 percent in the
same period. Total assets of all corporations nearly doubled since
1939. Corporations could increase wages 10 percent, not increase
prices and still profit as much as they did in 1946, the CIO an-
nounced. Four million organized workers in steel, rubber, electrical,
auto and railroad industries readied themselves to test management.52

General Motors spokesmen countered the record profits argu-
ments and insisted that reports overstated their 1947 earning power.
The company claimed that because of inventory markup, one out of
every four dollars represented paper profit. Also, depreciation
charges did not cover wear and tear at current replacement prices§3

Communist George Morris considered 1948 an opportune time for

unions to force substantial wage raises. Industry would not want
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strikes to disrupt climbing profits and production. Assured Mar-
shall Plan commitments and rising prices meant business doubly
wished to avoid strikes. Politicians in an election year probably
would not oppose justified labor wage demands. He called for "a
little noise" and previously successful co-ordinated action from a
"too quiet" CIO.54

Government economists thought food shortages in the spring
would initiate food price increases, and in turn cause labor demands
for higher wages. Labor leaders expected government to avoid price
or profits limitation as well as favorable tax policies before
spring. Union legislative agents prodded Congressmen, but the Sec-
retary of Labor urged labor to go easy on wage demands, and he
would encourage price contr01.55

Congressmen foresaw stabilized labor-management relations.
Others disagreed. They pointed out General Electric Company's dead-
lock with its unionized workers over wages, and predicted steel in-
dustry slowdowns. They also anticipcted disputes over the union

shop issue in the coal and auto industry.s6

Labor columnist Victor
Riesel estimated that none of the union chiefs but United Mine
Workers President John L. Lewis favored strikes, but all feared the
need for eventual strike action.57
The CI0 unions moved quietly and cleverly into bargaining.
They sought to set a "pattern," demanding wage increases in high
pay industries that lower paid industries could use as a goal.58
Steel, 0il, electrical manufacturing and auto industries were the
big wage focus of their strategy. Of the auto companies, General

Motors came first under fire.
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CHAPTER II
THE RICHEST COMPANY AND THE
RICHEST CORPORATE OFFICIAL

The UAW probably challenged General Motors first in 1948 be-
cause it was the largest, richest corporation in the United States.
It made more cars than any company in the wor]d.1 Many UAW leaders
believed whatever they gained at GM, they cculd gain elsewhere. They
demanded generous wage increases of the company, because they assumed
it would rather pay than fight. GM could not afford time off for
strikes.

As labor clamored for higher wages, competitors scrambled for
better auto sales. Ford Motor Company ranked third; Chrysler, fifth,
and American Motors, one hundred thirteenth, in the U. S. economy.
Independents, 1ike American Motors and six other postwar carmakers,2
sold every car they made and pursued supplies. These smaller com-
panies gained almost 20 percent of the market.

Many people considered starting auto companies. Pent up
consumer demand meant entrants could produce at less than efficient
scale and still profit. They need not fight so hard to sell, nor
worry greatly about their effect on other companies. The government
sold war surplus factories and machine tools at bargain prices. Po-
tential dealers sought any franchises when they saw prosperous deal-

ers and eager customers. Plans for three-wheelers, midget cars,

24
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flying models and light weight autos were considered.3

Newcomers did not scare established firms, which adopted the
new ideas entrants introduced as the latter went out of business.
Cost advantages and the economies of scale helped the regulars. They
also had product differentiation and brand name reputation on their
side. Any competition beginners and foreign car makers presented to
the established dwindled by the 1950'5.4

General Motors thrived on its balanced, diverse product line
and its administration over auto divisions through some central con-
trols. The company surpassed Ford in profits after the 1920's, par-
tially because Henry Ford, Sr., overextended and mismanaged his
enterprise.5

By 1945, Henry Ford II hirec GM executive Ernest Breech to
correct faults. Ford Motor Company--worth $900 million--suffered
from bad bookkeeping, overburdened operations and confused, mutually
distrustful executives. Breech got Ford to sell the Brazilian
rubber factory and soybean processing plants his father had acquired.
He modernized bookkeeping methods, streamlined the organization
chart and fired 8,500 unnecessary employees. Most of all, the
company remedied its il1ls with a successful postwar car, the 1949
Ford, unveiled in 1948.5

After the war, both GM and Ford thought people wanted small-
er, lighter, cheaper cars. The federal government approved a new
plant GM built for such small car manufacture. By September of 1948,
both companies disavowed their plans. Factory building failed and

materials remained scarce. Buyers did not want to give up luxuries
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in current car models. GM figured it could sell the projected small
car for only $100 less than the Chevrolet. The company salvaged
something from the small car ideas in their Australian Holden, in-
troduced in 1948.7

Multiple models in each of five car divisions gave GM market
flexibility. They did not place all their hopes on one horsepower.
Winners balanced losers. GM also outsold and outprofited others be-
cause it had more success with its integration than its rivals. It
produced more of its own major components than others did, and pro-
vided replacement parts in its U. S. and foreign truck and car mar-
kets. The General Motors Acceptance Corporation, a subsidiary,
financed GM products. Another subsidiary, Motors Insurance Corpora-
tion insured the financed cars. GM owned Frigidaire, which made
home appliances, diesel locomotives, industrial and marine diesel
engines, gas turbines and heavy duty transmissions. At the end of
World War II, the company owned Hertz Drivurself Corporation, as
well as minority shares in bus, aviation, chemical and gasoline

corporations,8

gradually it dispensed of these holdings.

The company gained when it acquired helpful subsidiaries,
integrated them and sidestepped businesses not closely associated
with auto making. For example, Wilson said, GM bought or developed
accessory divisions and absorbed Fisher Body Corporation. They pro-
duced aircraft and diesel engines with the idea that they might
learn something useful in auto production or might be ready to make
war material if requested. They avoided buying industries like pre-

fabricated housing.9
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According to company stock reports, yearly GM profits after
taxes multiplied after the war. In 1946, GM earned $87.5 million;
in 1947, about $288 million; in 1948, $440.5 million; in 1949, a
recession year, $656.5 million; and in 1950, $834 million. GM's
rate of return since 1947 outdistanced averages for all other cor-
porations.10

Profits appeared on balance sheets as sales revenue going
to stockholders and reinvested in business. In 1948, for example,
General Motors earned $4,714 billion in sales. The company divided
1948 revenue into the following: 50.2 percent went to suppliers for
materials and services; 28.5 percent went to employee wages and
salaries; 9.8 percent was allocated for local, state and federal
taxes; 2.1 percent covered plant depreciation; 4.5 percent went to

GM stockholders; and 4.9 percent returned for use in the business.l1

GM slowly overtook Ford's price 'Ieadership,12

although cost
increases, more than other companies' decisions, shaped immediate
postwar pricing. Labor, steel, glass, upholstery and other mater-
jals cost companies more. Ford and Plymouth actually lowered some
of their prices between 1946 and 1948, but auto prices generally in-
creased after government ended wartime price controls in 1946.
Dealers got the best of the profits. They received 30 per-
cent returns on the net worth of their cars. Central office super-
visors encouraged dealers to stick to 1ist prices, but dealers de-
flated trade in values, loaded cars with "extras" and demanded
13

kickbacks. They also "bootlegged"--sold new cars to used car lots.

GM executive John Mollica remembered that he bought a 1938
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Chevrolet in late 1946 for "more money than it sold for new."
He added that the auto industry "never even noticed the 1949 re-
cession." He described the postwar years as "an Alice-in-Wonder-
land period” where "most sectors of the economy couldn't keep up
with the demand. "4

According to postwar auto history authority Lawrence White,
company officials feared that high prices might end. Newspapers
frequently compared high postwar prices with prewar prices. The
companies might have charged more on a temporary basis, maximizing
profits while the market favored them. They chose instead to curb
prices somewhat, and allow dealers to gain from their own methods.
Company officials thought the public would not justify price in-
creases by auto-making cost increases. The companies did not want
to provoke either excessive wage demands or anti-trust cases from

a Democratic administration.15

Charles Erwin Wilson, GM's Presi-

dent (1941-53), said that national strikes and worker inertia pre-
vented the smooth flow of materials to automakers, and caused some
unavoidable price increases.

A few colorful personalities emerged from GM's staff, but
objective promotion on merit rather than popularity, marked most
personnel decisions.16 Charles E. Wilson once said: "an organiza-
tion is the lengthened shadow of a man or a small group of men." He
recalled that when he first came to GM from Westinghouse Electric
Company, in 1919, his new associates seemed less competent than

former associates. He liked their enthusiasm, but saw them put

their own individual advancement first.
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Wilson noted that in the 1920's, Pierre and Lammot DuPont,
John Raskob, C.S. Mott, and others "lengthened their shadow" with
new centralizing policies. New financial controls, clarified author-
ity, effective working committees and the "car for every purse and
purpose" policy helped strengthen the company. GM adopted a bonus
plan and a Manager Security Plan in 1923, which tended to attract
and keep able men.17
Unlike Ford, GM adopted hiring procedures which protected the
company against disintegration at the end of a 1ife cycle of crucial
company men. Henry Ford, Sr., and the Dodge brothers dominated Ford
in the 1920's and 1930's, and the business went through the 1ife
cycles of these men. This mistake gave GM time to make many crucial,
constructive moves.18
Alfred P. Sloan, Jr., who grew up as the automobile came into
being and matured with General Motors, became its President and Board
Chairman. He believed GM prospered because it used systematic infor-
mation to support or deny business decisions, applied production
scheduling which equalized work in spite of seasonal sales, and adopt-
ed rational accounting methods.19
In 1931, Sloan hired Paul Garrett to create a formal public
relations policy for GM as the company faced a critical, depressed
public. GM officials had counted on advertising alone to tell their
story. The company needed to sell itself as well as its products and
to relate well to the public as customers, Garrett decided. He told
GM men that people now carefully watched the social byproducts of
business as well as its economic contribution and he educated com-

pany men to consider public response to their po1icies.20
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General Motors had to make friends, as well as money and motor
vehicles. Employees earned war bonds and stamps from the company for
suggestions that improved war production. This reward system con-
tinued after the war. GM promised jobs for every former employee in
the armed services. They also announced plans to hire handicapped
veterans.21 Group life insurance, savings and investment plans con-
tinued from pre-war years. The corporation started these policies
outside of collective bargaining agreements with um‘ons.22

Before 1933, General Motors did not bargain collectively with
and had no formal, open policy regarding unions. They had no separate
labor relations staff, and did not usually know who to negotiate with.
Section 7a of the National Recovery Act (NRA) legitimized collective
bargaining and spurred industrial union organization. The resulatant
unions clashed with the employee associations the company encouraged.
New Deal legislation settled some principles in auto industry codes:
employers must bargain freely with chosen representatives according
to proportional representation. Employers could not discriminate
against employees for union membership. The Auto Labor Board (ALB)
decided alleged discrimination cases. Some company officials charged
that union leaders created unwarranted cases to prove their support
to potential union members. ALB resolutions favored the company.

In 1934, President Sloan endorsed collective bargaining and
continued to do so after a Supreme Court decision nullified the NRA.
In 1937, 10,000 workers struck crucial GM plants, immobilizing 140,000
workers. State and federal government condoned the sitdown strike,

which ended in management recognition of the UAW as exclusive bar-
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gaining agent for members. By 1940, the National Labor Relations
Board (NLRB) made the UAW-CIO the exclusive bargaining agent for all
workers, and GM and the UAW negotiated their first national agree-
ment. Wildcat strikes continued. Factionalism disrupted unions, and
management did not often know whom to bargain with in these years.23
During World War II, Tabor and management turned to the Na-
tional War Labor Board (WLB) to resolve disputes. During reconver-
sion in 1945-46, labor demanded a 30 percent wage increase to catch
up with inflated prices. The UAW argued in the press that GM could pay
higher wages from their profits. Lou Seaton, GM labor relations staff
member at the time believed the union brought up company "ability to
pay" because the latter was very profitable. He remembered respond-
ing, "We're not pleading poverty. . . ." Seaton also recalled that
they disagreed so heartily with Truman's contention that ability to
pay was a perfect subject for bargaining that they walked out of a
WLB hearing in Washington, D.C.2%
A costly 113 day strike followed, during which GM offered the
UAW a flat 13.5 cent raise to meet the cost of 1iving increase since
January, 1941. The company offered to cut work hours from forty-five
to forty and maintain the same take home pay. President Truman's
fact-finding board recommended a 19.5 cent increase without price
increases. The corporation refused. It also repelled government
fact-finding board attempts to gain access to company books, to de-
termine the company's "ability to pay." Steel and electrical indus-
tries settled for a flat 18.5 cent increase. GM eventually settled

the strike on similar terms.

John Mollica said that although auto executives considered
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their industry more immune to government intervention than steel com-
panies or railroads, they disliked government wage recommendations

during the 1946 auto strike. Mollica remembered that "there had been
imapsses where government intervened in private bargaining and their
recommendations were not law in most of these cases, but they were

pretty forceful recommendations and right through 1947, there was con-
tinued government intervention in strikes.“25

By 1947, GM disclaimed violence in labor settlement. Charles
E. Wilson told a Senate Labor Committee that the company no longer
used "thugs, spies, tear gas and bullying techniques in industrial
labor warfare." Wilson urged legislators to pass legisiation to pro-
tect management from labor excess.26 Some company men heralded the
1947 Taft-Hartley Act as a step in this direction.

Labor mediator and Assistant Secretary of Labor Ed Cushman be-
lieved that GM started accepting unionism before thz end of World War
II. "Not that it wasn't a shotgun wedding. If it hadn't been for
government, I think the general feeling in General Motors was that
the unions couldn’'t have been created as they were, but nonetheless,
they were there," he said. Government support and union political
and economic power compelled acceptance. The company then sought a
way of containing and working with union power.27

Labor reporter Stanley H. Brams concluded that GM and Ford re-
cognized union permanence and their need to accomodate it long before
other companies--both auto manufacturers and their suppliers. Rela-
tions changed from the 1930's, where two "primitive forces stood up

against each other" to World War II, when they both "began to talk a

little more professionally" and appreciate "that this was a human re-
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lations problem." He added that both parties emerged from the 1946
strike "quite chastened." The company realized that the union under-
stood that the company "meant business."28 The unions appeared to grow
stronger from longer periods of high employment and rising membership.z9 ,
With Charles Erwin Wilson, the highest paid U.S. corporate chief
at the helm, GM dared new directions in labor relations. The public
called Wilson "Engine Charlie" as opposed to "Electric Charlie," West-
inghouse President Charles Edward Wilson. Business associates called
him "C.E." Historians mistakenly immortalized him as the man who
quipped, "What's good for General Motors is good for the country." He
never said that.30 _
People suspected simple, practical idealism, as it came from this
wealthy head of the world's richest corporation. A subordinate who
privately disagreed with Wilson on some ideas, Stephen DuBrul, said,
"I don't think I've known any man in life who was more sincere than
C.E." DuBrul helped write Wilson's speeches for many years. "When
he wrote a speech, he wrote from his heart," DuBrul stressed. He re-
membered helping Wilson express his ideas in "good, clear, simple Eng-
1ish" and correcting his grammar. The GM President told them he pre-
ferred their help to that of executive vice presidents, who often
wanted to argue with him rather than help say what he meant.31
A magazine profile of the leading U.S. business executives in
the 1940's and 1950's showed a pattern: Most were sons of midwestern
or eastern businessmen and attended four full years of college, con-
centrating in business administration or science. They worked briefly

for another company in their twenties, before joining the company they

would stay with for thirty more years. Most joined the latter company
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in clerical or administrative positions, then worked their way
through sales or operations to general management on to top execu-
tive positions.32
Wilson fit and broke the mold. His father was principle at
a Minerva, Ohio school, where his mother also taught. Young Wilson
quickly made friends when they moved to Mineral City, Ohio. The town
blacksmith let him work the bellows and hand him tongs. A town sec-
tion hand allowed him to run a handcar on a siding. He sometimes rode
with lTocomotive engineers. A schoolmate's father, a coal miner, let
them load coal. He also lingered at the local light plant and stoked
boilers, trying to find out what electricity was, and how generators
ran. He later said these experiences showed him how things wor'ked.33
Wilson graduated from a Pittsburgh high school at sixteen. He
finished a normal four year college course in three years at Carnegie
Tech, second in his class. To pay for his schooling, he made fila-
ment Tamps for 12 cents an hour. Westinghouse Corporation hired him
as student engineer apprentice in 1909. When, after three years of
work there, his salary skyrocketed from $7.20 to $20 a week, he decid-
ed he could afford to marry Jessie Ann Curtis, a secretary. They
raised chickens and garden vegetables to feed their growing children.
Westinghouse's genius designer, inventor and reasearcher,
B.G. Lamme admired Wilson's ability to simplify processes and im-
prove equipment design. Lamme developed concepts experimentally
and graphically. Wilson easily converted the concepts to mathe-

matical formulas, making them understandable to engineers. By

1916, he supervised all their auto electrical equipment engineer-
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ing, just as auto making was in its most experimental, competitive
stage.

The government drafted him in World War I. In Washington,
D. C., he designed and developed radio generators, made a primitive
crystal set (precursor to the walkie-talkie), invented a generator
to attach to the wing of a 1918 airplane, and made electrical equip-
ment for the army B truck.

After World War I, Wilson left Westinghouse to join a Gen-
eral Motors subsidiary, Delco Corporation. His salary trebled as
Delco's chief engineer and sales manager. He convinced company
officials to let him move from Detroit to Anderson, Indiana, where
the Delco factory operated. A superior came down from Detroit to
study Wilson studying the factory. He gave C. E. free rein to in-
troduce new designs into the Delco line, and sales problems soon
vanished. By 1926, Wilson became president of the merged Delco-
Remy Corporation, and moved to Dayton. He saved the company $5
million per year when he consolidated all Dayton's ignition work,
and he hired employees the consolidation displaced.

In 1929, GM named him vice president of the accessories
division. He acquired properties and took part in labor rela-
tions for the company and became executive vice president of GM
ten years later. After William Knudsen resigned his GM presi-
dency in 1941, to serve the federal government, C. E. Wilson be-
came president, and served until 1953, when he resigned to become

President Eisenhower's Secretary of Defense.34
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Wilson's energies reaped generous reward. His net worth
was $5,145,140.79 in 1946. He, his wife and their six children
held stocks, real estate and insurance policies, and recorded own-

35 By 1949,

ing a mere $5,000 in automobiles and $1,500 in horses.
Wilson was the highest paid corporation executive in the U.S. He
earned $586,100 in salary, bonus and stock, but paid about $430,350
in taxes.36 His generosity ranged from a $2 check to an old school-
mate for tobacco to $2,500 for a Detroit friend's political cam-
paign.37

Wilson viewed the corporation as an extension of the Nine-
teenth Century Horatio Alger success story. He claimed that to
the degree that big business followed the "homely virtues of in-
dustry, thrift and honesty," it prospered.38

He believed that some government policies controlled or
caused inflation, especially those concerning taxes, budget-balanc-
ing and banks and credit institutions. Money supply was the heart
of the matter, he asserted, and this was heresy among business ex-
ecutives in the 1930's and 1940's. Producers determined available
goods and services, which were secondary. Customers determined
turnover. Individual and corporate savings habits also influenced
the picture.

He said that reducing either wages or profits caused defla-
tion, and increasing wages and profits led to inflation. He quali-
fied: "If productivity increases with wages, then the increased

w39

wages are not considered inflationary. During his GM Presidency,
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Wilson concluded that "It is not primarily wages that push up prices.
It is primarily prices that pull up wages."40

Wilson's economic thinking surprised GM's Economic Staff.
Wilson developed his philosophy independent of others, as far as his
contemporaries knew. Even as a group executive, Wilson showed "an
amazing grasp of economics." Mr. Stephen DuBrul, former director of
GM's Business Research Staff, speculated that Wilson broke out of
"narrow engineering thinking" when he became president and general
manager of Delco-Remy. Wilson then handled things "broader than
just running a plant, because Delco-Remy had to sell its products
in competitive markets outside of the corporation." Wilson also
served as a bank director in Anderson, Indiana and Detroit, Michigan
for many years.41 To Thomas A. Johnstone, UAW bargainer in 1948,
"Charles E. Wilson was an engineer with a strong touch of humanity--
one with the ability to solve day to day problems on a common sense
basis. "4

Victor Reuther, who pioneered the UAW with his brother Walter
and himself became UAW Educational Director, described Wilson as "a
very unique individual whose greatest contribution was a sense of
pragmatism. He knew he had a corporation to run, and he knew we
could tie it up, he knew he had to make some concessions and he
made genuine efforts to search for them. He was very creative in
that regard.“43

Andrew Court, GM labor economist, thought Wilson often con-
sidered "GM's impact on society . . . broader things than just get-

ting through the next week . . . and meeting next week's payro]]."44
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Labor relations impressed Wilson as early as 1915, when he
worked at Westinghouse and found five to ten thousand men on strike
around the plant. He tried in vain to enter the factory and fear-
ing rough treatment from pickets, took a diverted route to work.
This experience stimulated his interest in labor prob]ems.45

At GM, Wilson chaired the committee negotiating the first
union contract after the 1937 strikes. GM President William Knudsen
asked him to head the committee because "you talk more than I do and
you have more patience." Some friends later told Wilson, "you do
not understand this union business, you have got to pay off somebody,
that is the way to handle it." Wilson refused.46

Two key persons who researched most of Wilson's economic
ideas and edited his speeches were bespectacled Stephen DuBrul and
tall, inquisitive Andrew Court. From his father, an econometrics
pioneer of the 1920's, DuBrul gained respect for financial factors
in business. He came to GM in 1927. In 1934, GM transferred him
to the finance staff to conduct special economic studies. He took
part in labor relations problems until after 1948, and directed GM's
Business Research Staff thereafter.

DuBrul's associate, Andrew Court, who some considered a "cor-
porate maverick" or "eccentric genius," joined GM in 1941. Success-
ful cattle hide market predictions earned him a good reputation
before his GM career began. Wilson became interested in Court's
abilities when the latter presented an Econometric Society paper on

"Hedonic Horsepower," a new proposal Court envisioned for adjusting

the CPI and other economic indices for quality changes in products.
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Court and DuBrul helped Wilson formulate details of the wage
escalator, productivity factor, long term contract package. They
related probably the most reliable version of the package's origins
as follows:

As early as 1934, Alfred Sloan, Jr., considered adjusting GM's
wages to cost of living increases.47 He had National Industrial Con-
ference Board members compute cost of living indexes in each GM plant
city that the Board or the Bureau of Labor Statistics had not yet
surveyed.48

Executives knew that employee discontent followed unadjusted
cost of living increases. Wilson despaired over negotiating all
year long, and wanted longer term contracts. He believed that the
UAW would not settle on wages unless they won cost of living wage
adjustment plus living standard increases. Wilson did not want to
usurp union power with his package and he knew he needed to sell it
to the UAMW.

Wilson pondered the ideas continuously as he lay in bed in
a Detroit hospital in 1941, on the mend from a broken hip sustained
in a skating accident. From his bedside, he directed Court and
DuBrul to check the validity of the Conference Board and BLS Cost
of Living Indexes, and to discern if the union cou]d.divert these
measurements to their ends. They recognized that the BLS used
statistics from families of lower incomes than GM's average worker.
They also discussed how best to measure productivity. Wilson's
ideas quickly crystalized, and he projected a five year contract.49

They tried to determine the average rate of technological
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development in the U.S. in fifty years. They agreed that the coun-
try's output per man hour had improved at an annual rate between
7/8ths of 1 percent and 3 percent.50
World War II interrupted Wilson's study of escalator and pro-
ductivity factors. In 1942, the WLB developed and applied the
Little Steel Formula, a yardstick for wage adjustment according to

cost of living increases.51

The Board recognized a 15 percent rise
in Tiving costs since January 1, 1941, and recommended a proportion-
ate increase for steel workers. In 1943, United Mine Workers Presi-
dent John L. Lewis protested the "Little Steel Formula" and unsuc-
cessfully sought wage increases perpetually tied to the cost of
Tiving.

Wilson also considered the war, with wage-price controls, a

poor time to introduce the package.52

Immediately after the war,
labor recalcitrance angered him. He complained of an unholy alli-
ance between labor and government that "built labor monopoly." He
asked Congress to modify the Wagner Labor Relations Act and thought
the right to work superior to the right to strike. He also deplored
Communist infiltration of the labor movement. Class warfare caused
industrial anarchy, he said.53

By 1948, the Taft-Hartley Act eased management unrest and
the government-labor alliance weakened. Walter Reuther repudiated
union Communists and rose to solid UAW power. Inflation compensation
preoccupied workers. Although labor, the public and most of manage-
ment did not know it, Wilson revived old ideas only hinted at pre-

viously.
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CHAPTER III
THE BIGGEST CIO UNION

UAW membership, highest of any American union during World
War 11, slumped immediately after the war. By autumn of 1946 mem-
bership rose and during 1947 delegates heard that they belonged to
"the largest free industrial union in the world." By April, 1948,
they claimed a record peacetime membership of 950,000.1

Walter Reuther wanted to iead a strong union capable of
disciplining all these workers, and corporations approved.2 The
"Redhead's" discipline started with his own personal life. He did
not smoke or drink alcoholic beverages. At cocktail parties he
ordered Manhattans, ate the cherries, and left the drinks. Reuther
apparently showed no interest in women other than his wife, former
Socialist and schoolteacher, May Wolf, who worked in UAW Local 174
and reared their two daughters.3 He ran no debts, and engaged in
"conspicuous underconsumption." The UAW leader flew to conventions
and meetings on cut rate overnight air coach flights, and once there,
squeezed his own orange juice for breakfast in his hotel room. The
Reuthers frequented family cafeterias and ordered specials when they
traveled together.4

The UAW paid him $10,000 yearly, about half the salary of
Steelworker President Phillip Murray, and one third of Teamster

President Dan Tobin. Reuther worked twelve hours a day, with a few

48
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free Sundays each month. He spent little time at home in his five
room west Detroit bungalow. In 1948, he still drove a 1940 Chevro-
let, and wore a "seedy old balmacan-style top coat."5

Reuther had few vices. If any, he chewed gum and craved
power. He wanted influence to reform society, not to enrich him-
self.6 He also used reform to gain union control. He used Commun-
ists to build his UAW reputation, then spurned them with similar
results. Daily Worker editor Louis Budenz once asked Reuther to
join the Communist Party (CP) in the 1940's, when the leader was so
close to CP members some considered him one of them. The proposition
intrigued Reuther until he projected how difficult it would be for
him to submit to vigorous party discipline, so he turned down their
offer. The UAW President verified Budenz's story in 1948,

A11 four Reuther brothers grew up on Socialism. Grandfather
Jacob Reuther, a well known German Socialist, pacifist and labor
leader, raised father Valentine Reuther on the humanistic doctrines
of German Democratic Marxism. These two brought their philosophy
with them to America in 1892. Valentine held Sunday debates at home
on economic and social topics with sons Ted, Walter, Victor and Roy
in Wheeling, West Virginia.

As students at Detroit's Wayne University in the early 1930's,
Walter and Victor fostered Socialist Worker Party (SWP) youth ac-
tivities and began anti-ROTC rallies. When Ford Motor Company ex-
ecutives suspected their tool and die foreman Walter Reuther of
active Socialism during the depression, they fired him. He and Vic-

tor then hitchhiked through Europe and Asia in pursuit of the world-
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wide labor movement. Nazi police almost seized the two in Germany.
The penniless brothers entered the U.S.S.R., where they work-
ed in a Gorki auto factory which the Ford Motor Company had built
for the Russians. Walter trained peasants in precise machinist
work and won bonuses for his production ideas. A letter from Victor
which praised the Communist system, later politically embarrassed
them. They denied sending it. They came home and in 1937 Walter
ran for Detroit councilman on the SP ticket and lost.8
By 1946, he openly denounced the Socialist faith of his
father, brothers and wife, and condemned government ownership of
industries. He commented: "I'd rather bargain with General Motors
than with the government . . . General Motors has no army."9 He
grew to dislike Communists because they refused to abide by prin-
ciples or programs.10 He believed nationwide wage increases would
help avert Communist control of any American industrial um‘ons.11
Opponents accused him of "redbaiting," 1abeling any enemy with the
unpopular Communist tag, regardless of that person's true affilia-
tions.12
Communists disowned Reuther at about the same time he shunned
them. They suspected glowing reports about him from capitalists and
their "reactionary press." They asserted that employers played up
his "socialist coloration" and made him look militant while they
promoted class harmony, and dampened the worker's legitimate class
struggle. Reuther once described the 1945-46 strike in the New Re-
public as "a fight to save truly-free enterprise from death at the

hands of its self-appointed champions." No decent "militant" wanted
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Cadillac Local 22's bargaining committee sent "Brother
Reuther" a critical letter, in 1947 complaining that the GM Depart-
ment under his direction was "a bunch of company cops." They called
him "spineless" because he did not fight unwarranted disciplinary
layoffs. One UAW member, fired because he "stole an electric light
bulb later proved to be his own," and five members discharged when
they complained about excessive factory heat early in 1947, still
awaited justice.14

Regardless of criticism, in ten years Reuther won solid back-
ing and learned to lead. At twenty-six, he joined Detroit's West-
side Local 174 and became their 1936 national convention delegate
immediately. He and five other delegates took shifts sleeping in
their South Bend, Indiana, hotel room bed. It typified Walter's
long waking hours. He delivered one stirring speech, which prompted
conventioneers to elect him to the UAW International Council.

After the convention, he gave speeches and distributed hand-
bills at factory gates until his opportunity for action arose. He
and Victor organized and carried out a signal strike in winter, 1936
at Detroit's Kelsey-Hayes plant where about fifteen vital Ford brake-
assemblymen, members of Local 174, complained about unnecessary
speed up of production. Strike fervor spread to GM plants in Flint,
and two months of labor unrest ended in GM recognition of the UAW
as the workers' bargaining agent. Membership in Local 174 soared
from seventy-eight to thirty thousand in a few weeks.

Once the first battles with GM ended, battles within the UAW
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began. A "Unity" caucus, which opposed UAW President Homer Martin,
became a hard hitting bloc which Reuther, George Addes and a few
others eventually led. Martin disliked the faction's support of
wildcat strikes. Addes and the Unity caucus believed that management
provoked workers with speedup and job discrimination practices. He
thought the auto companies hoped to arouse a minority of organized
union members to a strike which would overwheim and destroy them.

The companies did not anticipate that workers would join in strikes
and prompt more organization than ever, as they did.

Martin did not join the Unity caucus members who went to
Ford's River Rouge plant on May 26, 1937, to pass out handbills.

Ford thugs beat the union men, as photographers captured the inci-
dent known thereafter as "The Battle of the Overpass." The Unity
caucus gained publicity and suspected Martin of collusion with Ford
officials.

In 1938, Martin charged Addes and four others with a plot
with Communists to overthrow him and seize the UAW. The Addes group
charged that Martin worked with Communists. Martin suspended the
five officers.15 Briefly suspended, then reinstated, then discharged
again, the faction met in George Addes' apartment and told local
unions to send their dues to them rather than to Martin. They held
the checks and got financial support from John L. Lewis at the CIO.
The challengers set up their own headquarters and held their own
conventions.16 By March, 1939, the Unity caucus won CIO support
and the Martin group, backed by the AFL, faded.17

During World War II, the seams of the victorious caucus weak-
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ened, and its member, Reuther, gained momentum. His sturdy rival,
"nice fella" George Addes believed Reuther's desire for leadership
caused more factionalism to come to a head.18 He said factionalism
centered on personalities and leadership struggles more than issues.
Walter, a Lutheran, first allied with the Association of Catholic
Trade Unionists (ACTU) in 1939, and they combined a distinct force
separate from the Unity caucus. Addes, a Catholic, denounced the
ACTU. Experts within Catholic parishes trained ACTU members in par-
liamentary order and obstructionist techniques. They also studied
papal encyclicals on 1abor.19 Addes might have beaten Reuther, but
remained always a secretary-treasurer, never a President.

By August, 1941, at the UAW Convention in Buffalo, Reuther's
ambitions showed clearly, said Addes, and Walter became Vice Presi-
dent under R. J. Thomas as President and Addes as Secretary-Trea-
surer.20 Reuther's following consisted of some "Socialists . . .
non political centrists, and a very powerful right wing led by . . .
the ACTU." Addes' followers at that time were long time militants
who resented army intervention in labor disputes, Communists and
Radical Socialists. Some non political progressives remained with
Addes.

Factional disharmony emerged in three crucial struggles in
1941. First, the U.S. Army and some UAW leaders got aircraft wild-
cat strikers back to work, and Reuther at the convention sought to
expel their leader, Lew Michener. Rebellious Michener was an execu-
tive board member. Although few union convention delegates openly

advocated wildcat strikes, they probably secretly admired Michener
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because his actions reminded them of original union militance in the

1930's. A close vote favored Addes' faction and prevented Michener's
expulsion. However, the close vote also revealed Reuther as "a com-

petent opposition general."

Second, Reuther tried to use delaying tactics to prevent seat-
ing the Allis-Chalmers union delegation, whom he considered Commun-
ists. Addes told delegates their constitution did not prevent office-
holding on the grounds of either political or religious affiliation,
and he won the strong point.

The ambitious redhead lost the first two issues, but his fac-
tion won a third. They proposed a constitutional amendment to pro-
hibit Communists from holding leadership positions. They worded it
to prevent only Communists, not Socialists or Catholics, from UAW
offices.21

The two factions also disagreed on how to approach World War
I1. Addes gained support from CI0 President John L. Lewis when he
first led UAW members to oppose involvement in the war in 1939.
Reuther and President Roosevelt leaned toward involvement. The
President's labor ally advocated immediate conversion of the auto
industry to war production and increased aid to Britain.

UAW Communists, Reuther and Addes' coalition later together
promoted a labor movement united to win the war at all costs in the
"victory through equality of sacrifice" program. When Reuther con-
sidered rescinding the no strike war pledge, Addes' group accused
him of following John L. Lewis' "strike and the war-be-damned"

poh’cy.22
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Addes called for incentive pay plans to promote war efforts.
Reuther opposed the idea, and won rank and file support.23 He also
gained publicity in the spring of 1943 by taking 250 shop stewards
to a "mock boot camp" in Indiana. They dug trenches, paddied as-
sault boats and performed other military duties which might help in
the picket lines after the war.24

In late 1943, Addes tried to act first and place Reuther's
faction in an embarrassing position. Addes suggested informally to
his own group that two members could be added to the Executive
Board, a black and a woman, to be elected at large from among union-
ized workers. Through his proposal, he appeared either to champion
minorities or admit that his own board members did not speak effec-
tively for minorities.25 Reuther won the vice presidency again and
placed his men against all but leaders Thomas and Addes.26

Before the next convention, Reuther gained constant publicity.
He protested government agency actions--their wage ceilings, unsatis-
factory price control, and inactivity on housing shortages. He also
said employers got active unionists drafted as "non-essential 1aborﬂ27

At the 1944 Convention President R. J. Thomas sought Reuther's
support when he appointed him chairman of the GM Department, a very
important post. Executive board members rejected the choice but
Thomas overruled. The UAW President of 1944 recalled that his
friends feared the appointee would try to undermine him. Thomas
admired his nominee's firsthand experience in the early strikes.28

Eventually, Thomas' friends proved correct.

Reuther renewed his reputation for strike activism in 1945-46,
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during the 113 day GM-UAW skirmish. It was a new kind of strike.
Previously, desperation, poor working conditions, low pay and the
desire for union recognition caused labor unrest. Now, the ambitious
GM Department Chief focused on his economic arguments. The company,
he argued, could pay UAW workers a deserved 30 percent wage raise
to meet living cost increases. Better pay, spread throughout the
nation, would Tead to higher production and more abundance for a11.29
Other possible leaders did not grasp their opportunities as Reuther
did. UAW President Thomas blundered when he began a "back to work"
movement. Richard Frankensteen was with Hollywood stars in sunny
California while workers manned picket lines in Michigan's icy winter
temperatures. Thomas, Addes and Frankensteen opposed the strike be-
cause re-tooling was not yet complete and the steel supply was in-
adequate. A strike meant less to a corporation in this situation.30

Reuther's reputation faltered when the UAW settled for 18.5
cents in March, 1946, following the pattern in several other key
industries. The figure fell far below the 30 percent he originally
suggested as well as the 19.5 cents Truman's fact finding board
recommended earlier and the UAW leader disavowed.31

Reuther's future looked bleak in 1946, and many deserted him.
Thomas and Addes held the two most important union posts, and con-
troled a majority of the Executive Board. Addes still believed his
Communist allies wanted labor organization, as everyone did. They
did not in any case control union affairs, he said. Relations be-

tween the U.S. and the U.S.S.R. deteriorated, and UAW members and

others tired of CP rhetoric. Reuther and his supporters heckled
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Communists.32 Meanwhile John Anderson rounded up influence for
Reuther, ironically gaining forty-four convention delegate votes in
1946 from among SWP members. Anderson thought Reuther took a bet-
ter stand than R. J. Thomas in the 1946 strike. 33

In night caucus sessions, Reuther's speeches and job offers
won many converts.34 Thomas later determined he lost because he
"never made any attempt to form a caucus." He explained that he
tried to unite factions as Addes' and Reuther's politicking created
them.35

Addes said Reuther proposed to him a Thomas-Addes-Reuther
race for UAW Presidency. They expected Thomas would Tose such a
race. Reuther suggested that he and Addes agree to support whoever
lost the run off between them, for Secretary-Treasurer. Addes re-
fused and told Reuther, "I'm committed to Thomas . . . I think we
ought to give him another chance. I know he's not the smartest
guy in the world, Walter, but I'm committed."36 When he refused to
"make any deals" with Reuther, the latter made the exchange appear
as though Addes really wanted to desert R. J. Thomas for his own
hard working, efficient self.

In the final hours of the 1946 election, Reuther sent per-
suaders to hotels, barrooms and even railway stations to make sure
no possible supporters escaped. He needed more time than the two
hour roll call allowed to win non-committed delegates. He questioned
an unimportant constitutional point to create the needed delay. Op-

ponents were oblivious to his plot. Thomas talked about the issue

raised, and Reuther's planted speaker also took the floor. The non-
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smoker peered through the smoke filled room, and kept his eye on
the doors. He determined when enough of his men came in and then
yielded the point. Addes and R. J. Thomas interpreted this as a
victory for them, but the roll call recorded a Reuther presidency
by a narrow 124 votes out of 8,764 cast.37
Reuther replaced Thomas, who accepted a step down to the
Vice Presidency. Richard Leonard was Second Vice President. Addes
won his tenth term as Secretary-Treasurer. All but Emil Mazey and
a few others on the newly elected Executive Board backed the Thomas-
Addes-Leonard faction.38
After the 1946 election, the UAW turned into "a huge indus-
trial union, run like a well oiled machine," one member recounted.
The new President observed "everyone's comings and goings." He
found out who ate lunch together and who shared rides. Members be-
came discreet about expressing their sympathies.39
Cost of 1iving and productivity issues mingled with factional
strife, throughout the next year and at the November, 1947 Atlan-
tic City Convention. Reuther opponents charged that he served man-
agement when he proposed increased productivity, then a sharing of
productivity gains between higher wages for the laborer, Tower
prices for the consumer and more take home profits for the company.40
Critics said this would "sweat higher production out of the work-
ers . . ." and "hand out some crumbs in higher wages" while corpor-
ations profited.41 Reuther denied the charge and pointed out that
42

industry could raise wages out of present productivity.

He also cut short a grass roots political challenge from the
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following five UAW local presidents from Flint's GM plants: Chair-
man, Francis R. "Jack" Palmer, of Local 659; Joe Berry, Buick 699;
Bob Carter, A.C. Sparkplug 651; Larry Finnan, Fisher Body 581; and
Bill Connally, Fisher Body 598. They represented about fifty thou-
sand workers, did not belong to either Communist or Socialist Par-
ties, and feared Reuther's power over workers. In December, 1947,
the Five proposed a 25 cent hourly wage increase to make up for the
price increases since the last negotiations in May, 1947, and for
quarterly adjustment according to the BLS index, and for a negotiated
wage floor.

Chairman Palmer knew the escalation experiment had mixed re-
sults in some oil company contracts after World War II. He remem-
bered getting ideas about escalation from the SWP paper, The Mili-

tant. 43

John Anderson, who raised the demand in vain in the 1947

UAW convention, also read the Militant articles. He said the escala-
tor clause originated with Leon Trotsky, and was a part of that
theorist's transitional program from capitalism to sociah’sm.44

Palmer, who noted that workers gained more concessions when

leadership elements competed, ran for UAW President on their pro-
gram, and gave a radio speech on the demands in January, 1948. The
Five received solid support at once, which "staggered their imagina-

tions." A Detroit News labor writer called attention to their

campaign in a Sunday paper because he thought it hinted Reuther's
1948 negotiation demands. Reuther rushed to Flint to speak out
against the group and their ideas.45

He stated that the policy contradicted previous convention
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decisions of the CIO, UAW Executive Board, UAW Policy Committee and
GM Council. Their campaign upset a democratic decision, he declared,
and it confused the UAW as it went out to fight GM at the bargaining
tab]e.46 Reuther also pointed out that the 0il Workers International
Union planned to end the short term escalation experiment they had
contracted with the Sinclair 0i1 Company because members feared cuts

and favored flat wage increases.47

The UAW Chief opposed escalation
on the following bases: it froze workers living standards, it could
not be applied just in inflation, and it prevented workers from gain-
ing in case prosperity lasted longer for the auto companies than the
general range of industries.48

Palmer replied that Reuther opposed wage escalation to rid the
UAW of their opposition. Although none of them were Communists,
"Reuther quoted from the CP paper, and then from my radio address,
and then said, 'These are the people who are trying to destroy our
union,'" Palmer recalled.*?

In fairness to the victor, opponents probably used "Reuther-
baiting" during this period. In a letter to UAW members the UAW
President answered charges that he was big business' ally, a champion
of the Taft-Hartley Act and a proponent of speed-up in the factories.
He said he refused to call names or sling mud, but needed to clarify
the false charges. In any case, he reminded members how Communists
supported the Addes-Thomas-Leonardites in the cases he brought up.50

This faction scored a point when Reuther sought and failed

to get the removal of leftist Irving Richter at a March, 1947 Execu-

tive Board meeting. Reuther accused the UAW lobbyist of disloyal
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activities, and reportedly told officers in closed session: "There
is a witch hunt on (in Washington). Before it is over, I suppose
I'11 be kicked around and everyone in this room will be kicked
around."51 The board kept Richter because they could not substanti-
ate disloyalty charges.52

Also in early summer, 1947, Reutherdisabled Wisconsin's
largest local union at Allis-Chalmers Company. Local president,
Harold Christofell, and others were either CP members or closely
allied to the party. The UAW President aliegedly ended the strike
when he met with the company president. The local union leaders
lost their jobs and the resultant agreement dissatisfied many.

At about the same time, ninety thousand Farm Equipment Work-
ers (FE) proposed a merger with the UAW. They asked to appoint
certain representatives Executive Board members, and to seat dele-
gates in the upcoming fall conveﬁtion. The CP strongly influenced
FE members.53 Reuther claimed the merger proposal was unconstitu-
tional. It would make the FE a union within a union, guarantee jobs
for their staff, and offer other special privileges. The CIO re-
jected it, as the Addes faction anticipated.54 The latter agreed
to submit the issue to a vote by all local unions. Unionist John
Anderson thought this gave Reuther a chance to redbait. The ACTU
helped him. Locals voted "no" on the proposal.55

State and federal laws in 1947 restricted Communists severe-
1y, which aided Reuther's strategy. Michigan's Callahan Law, passed
on June 6, 1947, regulated foreign agencies within the state. Such

agencies had to state their activities, income, expenditures and
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other information for Michigan's attorney general.56

The Taft-Hartley
Act, which went into effect in August, 1947, required union menbers
to sign an affadavit that they were not Communists, and did not ad-
vocate the violent overthrow of the government.

UAW member John Anderson related that one hundred thousand
auto workers left their jobs and marched to Detroit's Cadillac
Square to protest the entire law, following a UAW Executive Board
order. Not all were angry about the Communist affadavit. Some dis-
liked other aspects of the law. A few locals, which Walter Reuther
evidently influenced, remained at work. Protestors later received
discharges and penalties. Anderson said someone started a vicious
rumor that he tried to strike his personnel manager when he left for
the rally. UAW officials got the men back to work without much pen-
alty, but Anderson said: "Here was another reminder to all of us of
the left that we no Tonger had a union that would defend us as union
members." Reuther's group bid for favoritism with GM and the public
press and wanted to appear to be respectable labor statesmen, he

charged.57

Opponents sent a telegram asking board members to cen-
sure Reuther because he "betrayed his high office, maligned fellow
officers, jeopardized hard-won UAW economic rights and publicly
championed the Taft-Hartley 'Iaw."58

CIO President Philip Murray and AFL President William Green
backed Addes against Taft-Hartley compliance. They resented the
requirement that members vow they were not Communists. If a union
did not comply, it lost NLRB services.59 Addes considered the law

unconstitutional. He explained, "If they would have said ‘Industry,
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you testify to the fact they you are or are not Communist, and labor,
you do likewise,' I probably would have said, 'There is nothing wrong
with this policy’' . . . but they were picking on labor."50

Legal experts helped Reuther find a means to pressure the UAW
Executive Board majority to comply. He told UAW members to send an
intent to comply statement to the NLRB. This induced the Board to
continue holding hearings and elections for the UAW, and helped mem-
bers with pending cases. They could object to the law's "constitu-
tionality, validity and applicability" at the end of their intent to
comply forms. He promised to further take up acceptance or rejection
of the Taw at the upcoming convention.61

Again, the UAW chief won. Members assumed that those who
would not sign Taft-Hartley affidavits were Communists, who could
not run for UAW office. In this manner, the law helped Reuther con-
trol leadership positions. The House Un-American Activities Committee
supoenaed witnesses and sought their affiliations. Many received let-
ters, visits or inquiries from the U.S. Immigration Department or
Federal Bureau of Investigation. Sometimes officials asked, "If you
are not a Communist, why don't you support Walter Reuther?"62

"Resent and Reject Communism,” was a Reuther slogan at the
1947 convention which most of the two thousand delegates app]auded.63
One of the most well known UAW Communists was Nat Ganley, who ad-
mitted that the "redbaiter's" opponents harmed themselives. Ganley
thought Addes did not respond adequately to economic conditions and
64

R.J. Thomas appointed too many Reuther backers to union posts.

Victor Reuther judged that his brother capitalized on union
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positions he controlled. The director of publications, who edited
the union newsletters, was a Reuther man. Victor directed the Edu-
cation Department. His staff trained local leaders who took Walter's
plans directly to the rank and file and put them in a favorable
1light. At the Cleveland UAW Educational Conference in 1947, both
Addes and Walter Reuther spoke. "It was a psychological turning
point . . ." Victor judged, "From that point on, the forces that op-
posed the old Teadership in the union had new conﬁ'dence.“65 Leonard
Woodcock, later UAW President, viewed the 1947 Convention and the FE
merger controversy as the turning point where the membership "just
had to resolve . . . the naked power struggle" that evo]ved.66

By the end of 1947, Reuther's power looked secure. He won over
twenty of the twenty-two Executive Board Members, and gained propor-
tionate popularity among the rank and fi]e.67 The opposition caucus
died out, as its leaders went elsewhere. Addes lost his usual post,
and went into the nightclub business. R.J. Thomas, and later Richard
Leonard, took minor jobs with the CIO.68

The new UAW ruler scolded auto company managements. They had
"better get out of the habit of trying to exploit the factional di-
visions of this union because there will be no factional divisions

. in the future," he warned. He also cautioned would be UAW

opponents, that "name-calling will not reduce the high cost-of-
1iving."69

After the Atlantic City Convention, a comparatively unified
UAW aséessed its resources. Newly elected Secretary-Treasurer Emil

Mazey reported a $330,000 surplus in the first three monéhs of office.

In January, 1948, the strike fund approached $750,000. Mazey called
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it inadequate and called for $5-6 million to strengthen their bar-
gaining position. At the end of March, members paid $1 yearly dues
and strike funds neared $2 million. 0

Jack Livingston thought they could not boast of strength at

71 Be-

the 1948 negotiations. Not all GM plants were yet organized.
tween February 9 and March 21 of that year, the UAW membership drive
combed the country. They hoped all GM workers covered by UAW agree-
ments would join the union. National and local union lotteries pro-
vided incentive. The drive in GM plants gleaned twenty-five to thirty
thousand new members.72 Some GM workers still had not recovered from
the 113 day strike of 1946, and asked that a costly strike "guinea
pig" role go to other than GM workers.73 George Merelli concluded
that the strike proved to previous disbelievers at GM that the UAW
gained worker 1oya1ty.74
The largest U.S. industrial union hinted of its emergent
forcefulness in American politics in 1948, a presidential election
year. The Taft-Hartley Act prohibited union political contributions
to federal office seekers, but the union's Political Action Committee
(PAC) discussed issues and backed favorite candidates. Reuther's
opinions gained nationwide attention, as workers probably sought his
directions. In election year, the UAW President blamed both Repub-
licans and Democrats for government failure to curb inf]ation.75
He also downgraded third party Progressive candidate Henry
Wallace as a "lost soul." The CP satisfied Wallace's ego and pro-
76 1

vided him podium, audience and applause, Reuther explained.

the Democrats chose Truman again, Reuther would probably vote for
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him, but he believed that "Truman is hopelessly inadequate. I still
hope some competent man like Eisenhower will be nominated by the
Democrats."77 Michigan's Democratic Party was weak and disorganized,
and the GOP dominated affairs in early 1948. James Hoffa used Team-
ster Union funds to control Michigan's Democratic Party machinery.
Hoffa's lawyer and partner, George Fitzgerald became the Michigan
National Democratic Committeeman. This gave Hoffa influence in fed-
eral patronage in Michigan while Democrats ruled in Washington, D.C.
Another Hoffa lawyer was Michigan Democratic Chairman. Reuther and
his allies later counterattacked. From Wayne County, where UAW mem-
bers and wives accounted for 60 percent of registered voters, came
40 percent of the Michigan delegates to the Democratic convention.
The UAW potential for political influence became especially apparent.78
Ironically, the man whose ascendency in the UAW created more
order missed most of the bargaining which led to the famous contract.
On April 20, 1948, Walter Reuther came home late from an Executive
Board meeting at Detroit's Book-Cadillac Hotel. At about 9:45 p.m.
as he spoke with his wife, four twelve gauge shotgun blasts ripped
through their back window, hitting him in the right arm and chest.
He fell to the floor and his wife tried to administer first aid. An
ambulance rushed him to a Detroit hospital while police at the scene
took testimony from witnesses. Three neighbor boys said they watched
a man make a getaway in a 1947 or 1948 maroon Ford sedan. When inter-
viewed later in his hospital room, Reuther said he thought a Commun-
ist, Fascist, agent for management, or screwball probably shot him,

but he did not think any internal union matter prompted it. "I used
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to get crank letters, but I have had nothing like that in the last

several years," he added.79

Officials offered $112,600 for the capture of the gunman.80
Communists complained that Detroit police questioned only trade
unionists rather than "professional labor baiters and employer stool
pigeons." They also claimed that auto baron propaganda created red
baiting hysteria against the third round wage drive.81 An unsuccess-
ful attempt on Victor Reuther's 1ife on May 25, 1949, amplified the
case further and doubled reward money. Some evidence suggested a
plot by combined Communist and gangster forces. Communists sought
UAW power, and the Detroit underworld needed Red co-operation to main-
tain lucrative auto plant gambling rackets. Courts never substan-
tiated these charges.82 A Senate labor rackets committee investiga-
tion in 1958 also came to a deadend. The statute of Timitations in
the case expired April 20, 1968, making the guilty immune from pro-
secution if found.83
Carl Haessler recalled that "for some years it was impossible
to say anything against the Reuthers--no matter how true--that would
find general credance," because of the shootings. Even from a hos-
pital bed, Walter gained power. Victor thought the shooting hindered
management in the negotiations as it martyred Walter among UAW mem-
bers. They would fight harder if it came to a strike. Labor re-
porter Jack Crellin said the shooting caused reporters to neglect
negotiations.84

From his hospital bed, the man who straight-armed his way to

UAW control instructed doctors to improve the traction pulling his
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encasted right arm. The 1948 contract setting he helped to create
not ran on its own power.

Reuther and Wilson, who indirectly influenced these negotia-
tions even though they did not meet across the bargaining table,
formed an unusual mutual admiration society. Unorthodox leaders
within their economic spheres, both considered broad questions of
American life and formulated well-publicized programs as their or-
ganizations magnified their national power.

The "gentleman” union leader wanted GM to be the most pros-
perous company in the auto industry because "nothing could be more
asinine than to destroy GM and destroy the job opportunities with
GM."85 The company president who took unusual interest in worker
well-being made a familiar "foot-in-mouth" blunder when he gave re-
porters this quote: "Reuther is a remarkable leader, a very valu-
able man . . . I cannot tell you how good a man he is because his
membership might not like it.“86

The unified UAW which operated with businesslike efficiency
under Reuther met the top company in the automobile oligopoly, whose
president prgpared to introduce a new method of wage determination
on a large scale. Early auto manufacturers struggled with tech-
nology in a competitive atmosphere, but by the 1930's General Motors,
Ford and Chrysler emerged as the strongest, with seven small com-
panies seeking their share of the market the "Big Three" dominated.
They competed for greater market shares as they improved products,
introduced new ideas, anticipated consumer tastes and used aggressive

advertising and salesmanship. Victory or defeat with General Motors
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and Ford small car experiments could alter market positions. Inde-
pendents, like Kaiser-Frazer Company, might have cut considerably
into the Big Three's dominance if they had managed their initial
investment with more foresight.

Formal price fiking was illegal, but price leadership, with
General Motors the keystone, helped minimize price competition, es-
pecially after the early 1950's. With about 40 percent of the mar-
ket, GM calculated new costs and set new prices to meet their his-
torical average profit margin at a standard volume. The price set,
Chrysler and Ford--with about 20 percent of the market each--tried
to match it, but generally did not come up with profit margins for
comparable models which GM had. Neither did smaller companies, which
had gone from a prewar 10 percent to a 1948 20 percent share of the
market.

By 1948, and until about 1952, other elements overshadowed
GM's latent price Teadership. General Motors made its historical
margin and its dealers made more than their normal share of profit,
but consumer demand was so great that Chrysler, Ford and others could
price their models higher than GM brands and still sell.

Wilson probably anticipated GM's eventual price leadership
and considered new entrants a minor nuisance. He foresaw that if GM
maximized production and predicted labor costs, it could profit
greatly from high consumer demand. To do so, the company needed to
secure labor peace. The formula could not predict labor costs in
absolute terms, because living costs might rise or fall irregularly,

but as a neutral referee, it evaded much of the mystery and disruption
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of continual bargaining. Wilson had to convince a reluctant board

of directors and finance staff members that the productivity increase
which certainly would come in times of eager consumers and uninter-
rupted working days, could pay GM's wage bill as well as its increased
supply costs. Suppliers would also raise wages, GM officials assumed.
Higher costs for wages, supplies and taxes would not force price
raises, or result in volume cuts and unemployment. GM needed this
argument to satisfy the UAW as much as GM's finance staff.

The union had a delicate balance to maintain. They knew the
company wanted maximum production and they could cripple GM with a
strike which would benefit their competitors, but they also knew that
a strike would hit GM workers again, who just began to recover fin-
ancially from the long 1946 strike. UAW leaders probably sought ulti-
mate wage increases short of a strike. The UAW was in a better posi-
tion than ever to balance options because it was more sure of its
identity and unity than before. Tension between AFL and CIO factions
no Tonger harmed the UAW. The young man with an apparently big UAW
leadership future saw that the small percentage of Communists who
once helped the movement organize workers was now a big liability.

The public might allow even greater union repression than the Taft-
Hartely Law implied if the UAW insisted on continued close relations
with Communists. The general political goals and methods of the Reds
did not mesh will with practical, economic drives channeled through
collective bargaining and strikes which the UAW stressed. The UAW
President probably sensed that longer periods of high employment

and rising membership during industrial prosperity would strengthen
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the union more than stubborn militance would, but he needed to take
a strong position to maintain his own power and gain advantages for
UAW members.

The best position for Reuther and the UAW was probably to
avoid internal political disruption 1ike the Five Flint Presidents
offered, and gnaw at, but not bite off the hand that fed them. They
did not want to destroy GM, but to get the best of it.

General Motors negotiators knew that UAW members wanted wages
to keep up with living costs as well as improve their standard of
living. In spite of Taft-Hartley legislation, the elimination of
Communist influence from the UAW and the coming to power of a leader
who talked friendship with GM, the UAW wielded considerable power.
GM did not want to destroy the union but to rationalize labor rela-
tions into more predictable patterns, so that the company might be
able to function more effectively in a promising economy. While it
appeared that GM would 1ike to co-opt labor, it would not usurp its
function, as the aborted GM insurance plan which ended in negotiated
benefits, indicated. In other areas GM held its ground. Company
ability to pay arguments were sidetracked.

The UAW acted with more self assurance once the fight for re-
cognition and unity ended successfully. Now, members sensed that if
they worked for practical gains to strengthen their economic position,
they might soon widen the scope of collective bargaining, maximize
wages, and seek new gains like insurance programs, benefits and pen-
sions. If their union prospered in members and financial backing,

they could even pursue political and social programs.
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For both parties, a promising peacetime economy beckoned them

to find a common ground. The bargaining table provided the setting.
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CHAPTER TV
UNIFIED AUTO WORKERS MEET "GENEROUS" MOTORS

About a quarter of a million members looked to the thirteen
UAW representatives to battle eight GM negotiators for their well-
being. The UAW served an unprecedented 132 demands to GM on March
12, 1948, and negotiations formally began.

For the negotiations, GM outfitted Room 5-202 of their Detroit
office building with "some of the damnedest old furniture, whatever
they could find."1 UAW men sat across from GM men in double rows
around a small conference table. The number of negotiators present
changed daily.

A1l the key negotiators remembered from experience the union-
management struggles of the 1930's and the bitter strife over union
recognition and collective bargaining. UAW President Walter Reuther,
who stood on a factory platform during the 1937 Sitdown Strike, now
politely sat down at the bargaining table. He led only forty days
of negotiations for the UAW before an assailant shot him. Hospital-
jzed, he left Thomas Arthur "Art" Johnstone and John W. "“Jack" Living-
ston to fight for the union.

Art Johnstone knew labor's needs. As a thirteen year old
"hired man," he once plowed fields with eight horses in a four-horse
tandem to earn a living. He emigrated to Detroit, and in 1928, Pon-
tiac Motor Car Company hired him as a dock-loader for 50 cents an

hour. Regular eleven hour days'stretched into fifteen and sixteen

80
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hour days without overtime premium pay. When he tried to organize
fellow dock loaders to seek more just work practices, his supervisor
dismissed him. Shortly after, he concealed his previous employment
and got a job framing coaches for Yellow Truck and Coach Company (now
GM Truck and Coach). Johnstone became one of the first UAW members.
He directed the UAW's GM Department in 1948.2

Jack Livingston resigned the presidency of his local union at
a St. Louis GM assembly plant to join the UAW international staff in
1939. His wife was also an active union organizer. As UAW-CIO Vice
President in 1948, he sat down to his ninth bargaining session.3
Livingston was the "top man" and Johnstone, the "articulate fellow,"
GM negotiator Lou Seaton judged.4

Seaton, GM's director of labor relations in 1948, did most of
the talking for GM in this session. He, too, knew the working world.
ADetroit chart and poster firm made him their messenger boy when he
was in the eighth grade. He worked at various jobs there, and attended
Wayne University several years before Victor and Walter Reuther enrol-
led there. He joined GM's Sales Section in 1928, then moved to in-
dustrial relations four years later. His casual grammar, wit and
dockworker expletives enlivened negotiations for about thirty years.5

GM's Vice President in charge of the Personnel Staff, Harry
Anderson, negotiated less than Seaton, but in 1948 was the company's
"top man at the table." Management and labor leaders alike knew him
as a "quiet and determined negotiator." His dignified manner, accent-

ed by a bow tie, gave him a professorial air. He came to GM labor

relations in the 1930's, after legal training at the Detroit College



82

of Law until 1913, and sales positions in GM and other companies.
He often assisted C. E. Wilson. In 1959 his life ended tragically
when retired GM President Harlow Curtice shot him in a duck hunting
accident.6

As key UAW negotiators consulted Walter Reuther in Grace Hos-
pital, and later at his home, the GM bargainers sought President
Charles E. Wilson's advice. Both sides brought to the table their
research staff leaders, who mustered charts and graphs to back their
arguments.7

The union viewed GM in 1948 as "in a good position financially"
with "a good market."8 Livingston dramatized, "We used to describe
General Motors as a corporation with its headquarters in Wall Street
and its hindquarters spread all over the world.” GM loved the UAW
equally. "We may be married to you, but by God, it was a shotgun
wedding," Livingston remembered a GM man remark in a tense moment.9

Both parties evidently accepted each other better by 1948 and
showed more candor and amiabi]ity.lo Some tensions continued. Seaton
remarked that Johnstone threatened the GM "titans" to "the damnedest
struggle ever,” and challenged him to public debate on whether the
corporation restricted the union, or the union, the corporation.11
GM negotiator Earl Bramblett claimed that company officials then
wanted a "longer, sounder agreement." They were tired of "either
going out of or coming into negotiations."12
There was more privacy in the 1948 negotiations. Previously,

the UAW publicized its case in the press. The media now hungered

for information from either side. Government, frequently a third
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party in former settlements, lost its place. Livingston also dis-
missed court reporters during the 1948 session. He asserted that
both sides this year "did their homework better."13 Johnstone re-
minded GM that it disliked government directives. He bade the repre-
sentatives to soothe labor relations so that government would not
feel compelled to interfere this time.14
Each side knew better what to expect of the other. Livingston
once told UAW members about GM negotiators, "They were rough, they
were tough, but one good thing about bargaining with GM, you never
had to be ashamed to ask for money." Seaton, overhearing Livingston
recount this story, wryly commented, "That's right, Jack, we've got
it. A1l you have to do is get it."15 Seaton considered the 1948
UAW demands "the most drastic set of demands they ever made on GM,"
but knew some meant more to the union than others.16
Tensions grew over the benefits' issue. Months before, Walter
Reuther contended that GM promoted its group insurance program to
coerce worker loyalty to GM and prevent UAW benefits' programs.
Union officials thought they could win a jointly administered, em-
ployer financed group insurance policy. GM reminded the UAW that the
National Labor Relations Act validated collective bargaining only on
wage, hour and working condition questions. The company rejected the
union's suggestion that benefits made up "conditions of employment."
Two cases pending with the NLRB suspended the question during negoti-
ations.17

The UAW accused GM of disrupting union loyalty through insur-

ance plans, job contests and employee relations programs. They also
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sought to increase their representation ten times to offset alleged
company influence with workers. GM officials responded that to them,
loyalty was "not an either/or proposition." A worker could maintain
several loyalties, vo family, friends, church, country, political

party, union and company. They did not think either the union or
company gained loyalties by fostering class struggle, the GM men said.l8

The perennial union shop demand emerged once more and GM again
refused. From the War Labor Board days, the union still had a main-
tenance of membership clause behind them. Every worker did not have
to join a union, but the ruling required that those who did, must
stay in.

The parties argued about whether medical rejections of workers
are subject to collective bargaining, and concluded they were not.
The UAW sought "time and a half" for Saturday work, but GM agreed to
pay time and a half after forty hours of work a week, which was the
1aw.19

A nerve numbing numbers game dominated these negotiations.
Researchers, armed with wage, profit and price figures, took the
spotlight. "A Monstrous monument to unbridied greed," said UAW of-
ficials about GM's 1948 first quarter profits. Profits approached
28 percent on investment, compared with the U.S. Treasury average of
4 percent for all manufacturers in 1936-1939. The company's gains
were "the greatest ever accumulated in a single three month period
by any corporation anywhere on the face of the earth."

UAW researchers visualized that GM could cut retail passenger

car prices $130 each, raise worker wages 50 cents an hour, give equiv-
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alent percentage increases to salaried workers, and still have 6 per-
cent profits on stockholders' investments.20 Seaton described their
conclusions as "just a propaganda ploy for the great unwashed Amer-
ican public that Reuther put out.“21
Company researchers accused UAW specialists of manipulating

facts and figures to their 1iking. They admonished union commenta-
tors who said profits should be limited to a degree the company men
considered prohibitive to industrial expansion. They commented that
GM could give away all its green Cadillac convertibles and still make
a profit, just as easily, as green Cadillac convertibles represented
a fraction of a percent of company output, like the figures they man-

ipu]ated.22

To the GM people it seemed just as absurd for UAW offi-
cials to tell them how to divide their profits, as to ask them to
give away green Cadillac convertibles.

At the end of March union negotiators complained that no pro-
gress had been made on economic considerations. The UAW reduced its
initial $1.44 demand to 45 cents by March 23. Seaton warned that
"ability to pay" arguments, when couched in a UAW tirade against GM
profits and executive bonuses, gained little favor with the company.
He suggested they change their focus from company ability to pay to
the merits of a wage increase.23

Anxieties about the cost of 1iving accelerated after the war,
when wage and price control ended. Victor Reuther recalled, "we had
paid heavily in terms of real wages and actual living standards. If

it hadn't been for the long hours of overtime during the war, the

living standards of workers would have dropped seriously. . . . At
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the end of the war, the hours were cut and many hundreds of thou-
sands of workers were thrown onto the streets in id]eness."24
Seaton remembered UAW officials demanding a "cost of living
increase" of 25 cents to catch up with real earnings lost to them
since June, 1946. GM negotiators questioned union cost of living
figures. Nat Weinberg, their research director, forecast that by May
15 the Consumer Price Index would reach 175, based on the 1935-39
index. Seaton and Johnstone literally gambled on the CPI. Seaton
wagered the index would stand closer to 165 than to Johnstone's 175
by May 15. An index figure of 170, they agreed, meant a tie. The
stakes? A malted milk shake at Shapero's drug store on the first
floor of the GM Building. By mid-May the index was so close to 170
as to defy a milk shake, and probably merited dutch treat on a more
potent beverage. Nat Weinberg protested that food and farm product
declines influenced the lower than predicted figure. He declared
his timing wrong, and said the index would reach 175 by August or
September.25
UAW negotiators also asserted that workers deserved a raise
in real wages because they contributed to American productivity. In-
creased capital alone did not increase productivity. In fact, capi-
tal accumulation over many years deprived workers of their due. They
further tried to convince GM men that the American system of mass
production required continuing pay increases for workers as consumers
to maintain the system.26

In other heavy goods industries, managements resisted wage

demands. GM and the UAW kept wary watch over them. On April 18,
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Chrysler offered workers a 6 cent wage hike. UAW negotiators held
out for the 35 cents they asked initially. One hundred delegates
from fourteen plants rejected the 6 cent offer and seventy-five thou-
sand workers struck their plants. On April 23, GM announced that
earlier coal strikes caused shortages of pig iron and steel, and now
necessitated the layoffs of two hundred thousand GM metal fabricating
workers for ten days. Ford rejected the UAW's 30 cent hourly wage
bid, and notified workers it sought to reduce average hourly wages.27

General Electric Company refused to increase United Electrical
Workers pay. United States Steel Company also turned down the steel-
workers union requests for increases. Some eighty thousand United
Packinghouse Workers accepted a 9 cent wage increase after dropping
their demand for 29 cents. They lost an estimated $40 million in
wages because they could have settled for the 9 cents before the
strike, some said.28

If major companies withheld so much, what could the UAW ex-
pect from GM? Seaton remembered Johnstone's dismay after about forty-
five days of negotiations: "Lou, you know we came in here with our
empty basket and we've been here almost two months now, and I looked
in my basket the other day and there wasn't anything in it," Johnstone
said. Seaton told him then, "That's right, Art, and there isn't going
to be anything in it for a while until the time is right."

Seaton also told negotiators he could not promise they would
have a company offer to announce to their delegates at their April
UAW meeting. "I understand you will give away two automobiles, so

you have a purpose for the meeting," Seaton joked. Johnstone replied
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that they did not hold the meeting to give away automobiles.29

At the UAW delegates meeting, two hundred union representa-
tives from GM plants met to ask local unions to complete strike
polls of their 225,000 members by May 23. Their strike deadline
was May 28. The Congress of Industrial Organization officials
warned of inevitable strikes in either auto or electric industries.
They needed a substantial wage settlement in order to bargain well
in other industries, or their 1948 wage drive would co]]apse.30

Seaton said there was not too much strike talk. The UAW
earlier struck Chrysler, and "under Walter Reuther's genius, they
believed in taking one at a time."31 GM negotiator Earl Bramblett
sensed then that the UAW still felt the impact of the 113 day,
1945-46 strike, and "would take a 1ong look before they plunged in
again."32

"C. E." Wilson awaited a golden opportunity to introduce the
formulas he prepared. For days Wilson did not give Seaton anything
to fill the UAW basket. Other than the eventual 1948 offer, the GM
President prepared no alternate proposals.

Stephen DuBrul and Andy Court helped Wilson study how to
implement the formula. On the cost of living allowance, they con-
sidered the possibility of local adjustment by cities, using in-
dices by the Conference Board (NICB) for GM cities that were not
covered by the U.S. Department of Labor. Court said they "consid-
ered periods of adjustment and whether or not to adjust on the basis

of the average wage or the lowest wage or the individual worker's

wage. Say it was 2 percent. Should a $3 man and a $5 man each get
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2 percent of $4 or should they get it in proportion to their wage?"

They decided to use an average wage base, and shunned local
adjustment by cities and selected adjustment according to the BLS
Cost of Living Index. The GM men decided that deviation between
cities did not make significant differences in formulating a con-
sumer price index. They also thought a large scale survey would
neutralize the effects if merchants overestimated consumer prices
in order to cause wage increases. Further, the BLS Cost of Living
Index was the most comprehensive at the time. Finally, the union
would not accept a NICB index, as industry gave financial support
to compile it.33

Court mentioned that negotiators might have rendered the pro-
ductivity factor for an individual plant or for General Motors only
for the auto industry or on the basis of all American manufacturing.
They might have chosen historical averages or current achievement
figures, he said.

Court urged Wilson to base productivity increases on indi-
vidual plants for the current period, making it a group bonus of
sorts. He later recanted, "I think 'C. E.' quite rightly felt
that the UAW wouldn't accept that . . . that gets back to piece
rates."

Court considered measuring productivity a difficult problem
because often superior materials a supplier provided or better ma-
chinery someone else sold a company improved automobile output per
man hour. He concluded that the man on the 1ine who would get a

raise would not necessarily be the man who increased productivity.34
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DuBrul thought the annual improvement factor came as "an
afterthought" to Wilson, something to assure longer term con-
tracts, his main goal. Wilson envisioned a 2 percent annual im-
provement factor based on historical national productivity as the
only additional wage adjustment to ever be made above the cost of
1iving allowance. DuBrul cautioned Wilson that "when the 'union
boys' signed up on the concepts, they would only stay with the
formula as long as it seemed politically feasible." DuBrul be-
lieved the labor men would eventually ask for more.

Wilson then said, as DuBrul recalled, "Well, they mustn't
do that . . . that's all there is to wack up. Anything beyond
that would be inflationary." Wilson hoped everyone would recog-
nize the limits and "hold the 1ine" at 2 percent. He also hoped
government policy would support that 1imit. He scolded DuBrul,
"Your view of it is that this is just expediency. This isn't just
expediency, it's a fundamentally sound document."35

Wilson believed that GM should pioneer wage escalation. If
only smaller companies tried it, it would remain obscure.36 Negoti-
ators laid no groundwork for the concepts during 1948 negotiations
but the company president reasoned that he "had enough cards in his
hand. Labor was tired of industrial strife." Wilson readied GM
negotiators to demonstrate to UAW officials how many headaches the
formulas would save both parties.37

First, Wilson needed to convince his GM associates. He

called for a finance committee meeting in New York City. Company

rules required the meeting because Wilson's proposal meant the
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corporation would spend over $1 million. George Whitney, managing
partner of J. P. Morgan and Company, Incorporated and a GM direc-
tor, opposed the principles. The DuPonts on the Board of Directors
showed 1ittle enthusiasm. They could have blocked the package, but
they did not. The committee debated whether if GM put the concepts
in the 1948 agreement, it should also promote their adoption in
nationwide wage policies. Mixed feelings emerged. Some said "keep
it a short run mechanism for GM. If it works for a while, we've
had that much peace. If it blows up, we carry on from there."
Others saw it as a sound, long run policy for GM only. Still
others considered it good for the country, as well as GM. The com-
mittee decided that under the circumstances, GM should advocate it
for themselves and continue it as long as possible, but go no fur-
ther. If GM set an example for other industries, fine.38
Back in Room 5-202, the negotiators grew restless. The ul-
timatum came. On May 18, the UAW filed a ten day notice of intent
to strike at GM with Michigan's labor mediation board.39 UAW ne-
gotiator Jack Conway informed Seaton in their May 23rd session that
“the steam valve must be screwed down or up tomorrow night." Seaton
interpreted: '"He was saying that if you're going to build for a
strike, you've got to get the locals' support . . . and once you
start that, it doesn't turn off 1like lights do, with a switch . . .
so you've got to have either results or a period of time to cool 1tﬂ40
About ninety plants voted to strike on Friday, May 28. At least

five key plants rejected a strike.41
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On May 21, Seaton descended from a conference with Wilson,
and presented the following aims to the men in Room 5-202: 1)To re-
establish and protect the buying power of an hour of work by making
cost of living adjustments periodically during the contract's life;
2)To improve the buying power of an hour of work to insure the worker
an improved standard of living; and 3)To stabilize labor-management
relations over a longer period of time. He then suggested that both
GM and the UAW 1imit members to discuss the ideas and negotiate a
settlement. The union agreed and the resultant small committee con-
sisted of: Art Johnstone (UAW), Jack Livingston (UAW), Joe Zingaro
(UAW), Jack Conway (UAW), Harry Anderson (GM), Lou Seaton (GM), Earl
Bramblett (GM), and Heinrick Gierok (GM). Both sides agreed to main-
tain silence to the press except in a joint statement, or in case of
complete failure or success of this last stage.42

Bramblett saw "intrigued and fascinated" faces across the
table when Seaton presented the idea. He remembered the UAW men
wanted to know immediately the number of cents per hour the formula
would yield. They later told Bramblett they spent much of that even-
ing specu]ating.43

Patterson and Livingston remembered that GM's response to
their wage demands surprised them. Nothing hinted of GM's introduc-
tion of such ideas. Patterson and Livingston viewed the offer as a
counter-proposal that Anderson and Seaton originated. They never
conferred with Wilson, they said, so could not confirm accouncements

in the press later that he originated the response. However, Seaton

and others later affirmed Wilson's covert instrumenta]ity.44
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"It was something that made sense to us," Livingston explain-
ed, "if the cost of 1iving wage went down, our improvement factor
still worked, and people's cost of living decreased. Then if the
cost of living went up, we were still in a better position than ever
to argue for more on the improvement factor." He further reflected,
"Had we been making just a straight wage settlement, we might have
insisted very vigorously on even more at the time, but we were very
much in agreement with the basic princip]es."45

The committee discussed numbers, especially what increment in
the cost of Tiving index would produce another penny per hour wage,
and what base period to use. Seaton recalled, they did not decide
upon the period that was best for the UAW or the one that was best
for GM but they selected 1935-1939. They agreed that for every 1.14
CPI increase, the worker gained 1 cent hourly, and conversely, wages
went down 1 cent for every 1.14 CPI decrease.

GM exhibited how labor productivity averaged 2-2.5 percent
annually in the U.S. On their average $1.50 wage, a 2 percent pro-
ductivity factor equalled 3 cents. The union agreed to this flat
increase and Seaton justified their decisions, "The UAW leaders
could peddle a flat 3 cent increase to workers better than calling
it a 2 percent productivity increase."46

Johnstone shoved a slip of paper across the bargaining table
on which he wrote: "Chrysler 6¢, me too!" Johnstone wanted the
assurance of a solid 6 cents for workers, similar to the offer
Chrysler had given UAW representatives ear]ier.47 Seaton laughed

mischeviously and said he almost got fired when he moved 3 cents of
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the cost of living raise to an immovable wage increase, then went
upstairs to tell Wilson he had destroyed the pure concept of his
theory, which the board of directors had accepted. "It defeated
the principle in Mr. Wilson's eyes, but he wasn't dissatisfied with
the final product. In fact, after some phoning, he even dressed up
the wording of the contract," Seaton remembered .48

The company sought a three year contract, but settled for
the union's limit, two years, with possible longer future agreements.
Seaton clarified that the UAW worried about keeping members Toyal
and organized over three year periods between national bargaining
over wages and other issues but they were willing to try a two year
agreement.

A week before contract deadline, the public press spread the
strike alarm. Governor Kim Sigler of Michigan called Harry Anderson
and arranged to meet him at Detroit's Cadillac Square Building.
Sigler there promised federal mediation. Anderson answered that
they would not need it. If mediators stepped in at that late date,
May 21, both sides needed to “"put on their whole show from the start."
They could "see the lighthouse" in small committee and told the gov-
ernor of their progress "off the record.“49 Newspapers interpreted
Anderson's visit to Sigler as a "basis for optimism regarding a quick
settlement." Rumors spread about a wage offer of between 6 cents and
10 cents hourly, about which company spokesmen had no comment.

On May 27 and 28, the UAW Board met to consider the contract.
Reuther indicated to the board that the document's arithmetic was

"phony." Johnstone agreed and accused GM of predetermining that they
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wished an 11 cent increase, then fitting the formula to it. They
chose straight time earnings of almost $1.50, which included all
fringe adjustments except shift premium, as the average wage. UAW
negotiators called this an inflated figure, but felt they needed to
accept the contract for its princip]es.51

During negotiations, Reuther kept up with developments via
phone calls and visits from his men. "He was i11 enough that people
didn't bother him too much during that period," Livingston commented.
He called Reuther at the hospital, a few hours before they signed
the agreement, to get his approva].52 Johnstone remembered that they
contacted Reuther only after they had made the agreement, and he re-
lated, "Walter required no persuasion to give it his blessing, and
did so without comment of any significance."s3

Other UAW demands vanished. Seaton gestured as a juggler and
portrayed the denouement, "Al11 of a sudden, you've settled and there
are a lot of balls floating up there yet . . . and you don't ask 'em,
you just settle . . . the balls that are still up in the air just
ultimately disappear."54

From the UAW viewpoint, "Dropping other demands required no
great forebearance." Johnstone summarized that demands initiated
by Tocals and approved by the National UAW-GM Department Conference
were often so numerous, complex and far reaching that even UAW ne-
gotiators called them "sun, moon and stars" demands.55

Negotiators dropped the union shop demand and settled for
union security similar to previous contract provisions: checkoff

of union dues from employee paychecks. Social security and pensions
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awaited NLRB decisions. If courts ordered the corporation to bargain
on such issues, a joint study committee would be set up. The 11 cent
pay raise quieted demands for increased vacation pay.56

At 6:30 a.m., May 25, typists finished their contract. The
negotiators, after twenty hours of bargaining, and nearly thirty-
seven sessions, released copies of their agreement to reporters, who
had been awakened at four a.m., and summoned to the GM Building.57

UAW members got an 11 cent per hour increase; an 8 cent cost
of living allowance (COLA) and a 3 cent annual improvement factor (AIF).
On September 1, and every subsequent quarter, the BLS Consumer Price
Index determined wage increases or decreases, according to the 1.14
increment. There was no ceiling on increases, but a 5 cent floor on
decreases. Workers expected another 3 cent standard of 1iving raise
on May 29, 1949.58

The UAW announced that a quarter-million GM workers gained
$55,000,000 a year in wages from the contract and GM could absorb
the wage increase without passing it on to consumers in higher prices§9
Company executives expected to spend $75 million a year for wages,
and gain two years of uninterupted production. Some automakers pre-
dicted auto price increases. Wilson said "no," not at least until
GM introduced its 1949 mode]s.60

Several days later GM offered forty thousand United Electrical
Workers on their payroll the same wage agreement, and they accepted.
A week later, GM gave one hundred thousand salaried workers 4 percent
61

COLA increases and promised to adjust salaries accordingly quarterly.

The UAW and GM still needed to recapitulate the agreement for
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the workers and the press. Johnstone reminded the executive board
of the need to tell workers "not to watch the store windows looking
for price increases and jumping for joy each time that price in-

62 Victor Reuther stated that UAW members sent to locals

creases."
throughout the U.S. and Canada found it difficult to explain the
contract to workers because it was not a little more pay in the en-
velope but a formula, tied to living cost figures. When workers
lived with the agreement and enjoyed its benefits, they understood
it better, he indicated.63

Each local took a majority vote determination of its entire
membership. The convention voting strength of each local decided
the outcome. By June 7, a majority of delegates approved.64

The public relations staff of GM held a seminar for reporters
after the settlement. Seaton related that "the only guy who really

understood it was Stan Br‘ams."65 Brams was publisher of Labor Trends,

and Detroit editorial manager for McGraw-Hill publications, which in-

cluded Business Week. He thought GM sold its story well. He de-
scribed the Wilson legend of dreaming up the concepts in the hospital:
"Here was a logical, simple, dramatic story . . . this man is sick,
and thinking about what he can do to solve problems, and he comes up
with a brand new formula." People responded, "Here is a formula

that will insure labor peace for generations." He concluded that
Wilson must have originated the combined concepts, as the UAW never

66

contradicted the way GM heralded them as Wilson's great developments.

Detroit Times reporter Jack Crellin represented GM as more

practical than liberal or generous in this settlement. He chuckled,
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"They always claim generosity whenever they give money away." Under
deadline pressure and accustomed to straight wage increases, Crellin
could not readily differentiate the COLA and AIF, so good naturedly
encouraged his instructors: "Aw, don't bother me with that, let's
go get a drink."67
Wilson, Reuther and others attended a luncheon meeting of
Detroit's Mayor's Labor-Management-Citizen's Committee. Ed Cushman,

executive secretary of the committee,68

said C.E. Wilson thought the
group would be interested in the reasoning behind the agreement. The
GM President then repeated his hospital legend and reminded eminent
persons present that he, a trained engineer, 1iked to use certain
principles to minimize disagreement.

About Cost of Living Allowances, Wilson said, "I didn't be-
lieve that employees of General Motors, who hadn't created the in-
flation, ought to be adversely affected by it any more than could
be avoided."

He acknowledged that the annual improvement factor was more
original with GM than COLA's, and reasoned, "If General Motors can't
meet the average improvement in productivity, in the nation, then
we're incompetent as a management."

Acceptance took time, as Wilson narrated at the luncheon.
Alfred Sloan's 1941 letter to Virgil Jordon, NICB director, explain-
ing the concepts, received a ten page letter of rejection.69 Wage
and price controls during World War II delayed introduction of
Wiltson's principles. After the war, he told the group, the "GM
people in New York" hedged on the concepts, and issues of the 1945-46
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strike distracted them.70 In 1948, the "GM people in New York"

finally agreed to try it.

Walter Reuther sat back in his chair and let Wilson rejoice
over what all present considered to be "Wilson's baby.". Born from
the thought of many years, the 1948 bundle brought mixed blessings.
Wilson's baby always needed some explanation to disbelievers and
disappointed relatives on either side. It suffered, and still suf-

fers, growing pains.
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66Interview with Stanley H. Brams, Detroit editorial manager
for McGraw-Hi1l Publications and publisher of Labor Trends, July 25,
1974.

67Interv1'ew with Jack Crellin, labor reporter for the Detroit
Times in 1948, now Detroit News labor reporter. Mr. Crellin has cover-
ed labor relations continually since 1939. August 15, 1974.

68In World War II, Ed Cushman served as Manpower Commission
Director for Michigan. In 1946, he was appointed special assistant
to Secretary of Labor Arthur Schwellenbach. From 1954 to 1959 he was
American Motors Corporation Vice President of Industrial Relations.
From 1959 to 1966, he was Vice President of American Motors Corpora-
tion. For intermittant terms, he directed the Institute of Labor
Relations, first sponsored by Wayne University, then by both the Uni-
versity of Michigan and Wayne State University. Currently, he is on
the executive board of that Institute while also serving as Vice
President of Wayne State University. Interview with Ed Cushman, Au-
gust 1, 1974.

69On April 15, 1941, NICB President Virgil Jordan sent Alfred

P. Sloan in New York City a letter from New York City (GMPRL) which
included the following interesting assertions:

1)Now that labor unions and government work co-operatively,
they can determine working hours and wages, but not real income or
standard of living. The U.S. labor movement does not now wish to merely
increase wages and decrease working hours, but seeks political control
of industry and economic organization. They wish to use such political
control to improve worker status through legislation and government
action, rather than collective bargaining and lobbying.

2)As long as they don't have such complete political control
and still depend on bargaining and strikes, they will still seek high-
er wages and shorter hours, and probably not accept automatic wage
adjustment.

3)Even if they gained complete political control, they would
not likely accept COLA's, because their political power would depend
on union members who would expect higher wages and shorter hours re-
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gardless of their effect on real living standards.

4)COLA's might only be acceptable "after considerable pain-
ful experience under a labor government which had acquired complete
control of industry. It could be successfully applied only if applied
throughout industry as a whole. It could be so applied only if in-
dustry were government controlled where wages, working hours, prices,
and the flow of capital investment into technological improvements
were determined for each specific industry and operation. This im-
plies the end of free enterprise and probably also of technological
progress and living standards.

5)When applying a rational automatic wage adjustment to any
specific concern under free enterprise, the different economic posi-
tions of each renders the formula difficult to apply.

6)Universally applied COLA's give the benefits of increased
productivity so long as wages are maintained and technological im-
provements reduce the cost of living index. However, experience shows
that wages are usually increased more than the cost of 1iving when it
rises and not reduced as much when it falls.

7)The only other formula-based wage determination might be to
adjust a company's wages according to its earnings. It would be
difficult for a company to openly apportion increased earnings between
increased wages and capital requirements for expansion. It would also
be difficult to decrease wages when the company profits less. If the
formula of this type were nationally applied, it would be difficult
to share successful industry profits with less successful industries.

8)Jordan thought tacit rather than automatic wage adjustments
according to a more well-developed CPI index might be desirable, but
the 1948 type of proposal seemed to him to invite extended government
control over prices and wages and create more problems than it solved.

70Interview with Ed Cushman, August 1, 1974. By "GM men in
New York" he meant some members of the GM Board of Directors, Fin-
ance Committee Members and some other GM executives, who conferred
in New York City.



CHAPTER V
RESPONSE

Some cheered the "generous settlement that broke employer
resistance" and anticipated a "new era of good feeling in the auto
industry."1 Chief U.S. Mediator Cyrus Ching expected the contract
to set a pattern for industrial peace.2 Life editors pontificated,
"It fulfilled the 'just wage' preoccupation of Christian moralists
since the Catholic schoolmen of the Middle Ages."3 A recuperating
Walter Reuther and UAW Vice President Jack Livingston traveled to
Pittsburgh to discuss the contract with CIO National President
Philip Murray.4

Some old line trade union leaders disapproved. Victor
Reuther remembered "angry growls from Washington, from John L.
Lewis” and others who spurned the "unorthodox appfoach to wage mat-
ters." "They preferred a nice big husky cash settlement," he said.
"This business of getting it in driblets through cost of living
adjustments and annual improvement factors . . . they sort of look-
ed upon it as the negotiating of a boy scout."5

One UAW member asked, "How can the leadership claim 11¢ as
a victory after telling us the minimum we needed was 30¢ and then
we get an escalator besides." Some workers distrusted government

control of and company influence over the Bureau of Labor Statist-

ics.6
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Charles E. Wilson invited his friend, Frank Rising, to a pri-
vate luncheon to discuss the contract. Rising, who stood out as
one of few automotive people bold enough to challenge publicly the

new GM agreement, was the former labor editor of Business Week.

Now, as head of the Automotive Parts Association, he represented
400 GM suppliers.’

He argued with Wilson: "If you use this automatic cost of
living wage increase widely, you will find that raising the price
of labor raises the price of goods, which raises the cost of living,
which raises the price of labor . . . like a dog chasing its own
tail.”

"And if disaster--weather, let's say--strikes a big segment
of the economy and the cost of 1iving goes down . . . then what?"
Rising searched. Wilson admitted that his friend had reason for
lack of enthusiasm, but countered with his strong conviction that
the GM plan relieved both sides of much wrangling, and would regu-
larize labor relations. He also trusted that reassured workers
would stay with GM, and work harder for promotion because of the
contract.8

Some automakers privately admitted "shocked chagrin" to re-
porters.9 Contrary to Drew Pearson's rumors that "the big boys of
industry" at their "Waldorf Conference" decided to contain wages
between 9 cents and 11 cents, key automakers claimed the suddenness
of GM's settlement caught them off guard. They considered cost of
1iving escalation passé, impractical and costly. Hopes for labor

peace and prospects of record output modified their discontent.10
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Communists grew red faced at the settlement. The UAW betrayed

the worker, they charged. Daily Worker columnist Nat Ganley said

Reuther lost out on the key demand, the union shop. He accused the
union of negotiating possible wage cuts for the first time in his-
tory.11 Staggered long term contracts weakened the coordination of
steel, electrical, and auto industry bargaining, another Communist
comp]ained.12

Similar cheers and jeers followed the GM package through the
years. Wilson spent the hours supposedly released from the continual
clamor of bargaining to defend and promote the contract.

By 1950, few industries adopted all three principles, but some
insituted longer term contracts. Between 1948 and 1950, GM recorded
the lowest amount of time lost to work stoppages in its history.
Company officials perceived little UAW resentment when cost of Tiv-
ing decreases cut wages in the first and second quarters of 1949 and
the first quarter of 1950. As COLA's dropped, GM reduced car prices.
In spite of wage cuts, worker purchasing power increased 9 cents

hourly in two years, Wilson assessed.13

GM could pay its wage bill
and never complain about labor costs in the initial years of the
formula's application. The corporation announced the best operations
in history, and credited it to labor peace and the non-recurring in-
fluence of postwar consumer demands.14
The 1950 agreement secured and amplified the 1948 contract.
Some UAW members disliked escalation. Other concessions GM offered
in 1950 led them to continue it. COLA's could drop only 3 cents in-

stead of 5 cents as in the original contract. Escalation secured
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five years of promised industrial peace. Only production standard
grievances warranted strikes. GM wanted to continue 3 cent AIF's.
The UAW bid for 5 cent, and settled for 4 cent AIF's. Some skilled
workers got additional 5 cent increases. GM granted pensions and
insurance benefits which surpassed other auto contract provisions.15
Although GM again shunned union attempts to gain greater con-
trol over jobs, they allowed a modified union shop. By this pro-
vision, new employees became dues paying members ninety days after
they started work. After one year of membership, they could quit or
re-enroll. Those already unionized remained in the duration of the
contract. A Taft-Hartley designated election revealed that 89 per-
cent of the voters favored a union shop. The modified union shop
gave the UAW the security and prestige it considered vital to the
five year period.16
The major criticism of the contract over many years was that
it appeared to be "inflationary." Critics said the settlement pre-
vented strikes and shortages that often inflated prices, but added
that labor costs and consequent price increases offset those bene-

fits.V

Others feared that if prices fell and wages dropped, de-
escalation might amplify recession.18 Others wondered how a company
could continue to pay productivity wages in a recession, when their
prices fell. Companies under such stress might lay off workers and
also worsen recession.19
Wilson often repeated that he considered the compact neither
inflationary or deflationary. He insisted that conditions over which

GM and its employees had little control, caused inflation: money
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supply, government fiscal policy, bank credit policy, wars, strikes,
exports and crop fai]ures.zo Wilson reasoned that improvement fac-
tors operated on the principle that productivity increases paralled
wage increases and were not inflationary.

The performance of the package since its inception indicates
that it is about as inflationary as a normal wage settlement would
be, and in the long run productivity makes up for such wage increases.
In the short run, and under special conditions the package accepted
and seemed to worsen inflation. However, the fact that inflation's
burden shifted to non-escalated workers is a more important concern.

The Korean War tested "inflationary tendencies." The 1950
contract negotiators considered including an out clause if war came,
but decided escalation suited both war and peace economies.21 Com-
munists in 1948 said GM adopted COLA's because they predicted de-
pression. In 1950, U.S. Communist leader William Z. Foster announced
that contract signators hoped for early outbreak of U.S.-U.S.S.R. war
because their compact "guaranteed the fabulous profits of GM for five
years and foresaw impending high speed, high profit, no strike war
production."22

When war broke out, President Truman's Council of Economic
Advisers expressed concern that prices remain as stable as possible,
and wages not increase far beyond the ability of consumer goods to
absorb them. They knew that war required increased overtime pro-
duction, which generated more spendable income. The Council sug-
gested that wages be frozen or that deferred payments or higher

taxes mollify wage increases.23
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Industries adopted escalation to keep their workers during
wartime labor shortages. Workers preferred escalation to govern-
ment wage-price control; they anticipated increasing food costs be-
cause farmers had not yet reached parity ceilings on their food
prices.24 The number of escalated workers rose from about eight
hundred thousand in January, 1950 to three million in January, 1951.25
Living costs rose about 10 percent in this period, and Secretary of
Labor Maurice Tobin claimed that 45 percent of all wage earners,
mainly non-unionized and white collar workers, failed to keep pace
with inf]ation.26 Walter Reuther feared that government stabiliza-
tion might impede contracted COLA's. In 1951, he asked Wage Stabili-
zation Board members not to harm "the greatest degree of industrial
stability . . . ever achieved in any mass-production industry."27

On March 1, 1951, the WSB ruled that escalation according to
contracts completed on or before January 25, 1951 could continue
until June 30, 1951. General wage or escalator increases contracted
after January 25 could not exceed 10 percent.z8 The Board stretched

the June 30th deadline to July 31. On August 3, the WSB unanimously

agreed to allow most U.S. workers wages that kept up with cost of
living increases.29
To some National Industrial Conference Board researchers, wage
stabilization resembled a "game of leapfrog." They explained: "A
general regulation is laid down which sets a permissive wage increase
ceiling. A special case comes up and the increase permitted jumps
the cei]ing."30

Others described the government program as "more like con-
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trolled inflation than cost of living stability."31 Economic Stabil-
ization Administrator Eric Johnston defended the wage policy. He
reminded critics that it did not raise wages but said government
allowed industry-labor decisions to raise them.32
Wilson vindicated his formula with his contention that wars
and war preparation, rather than the contract itself, caused infla-
tion. There was "a shift in equities between producers (those with
the strength and health to fight and work) and those who depend on
the producers to protect their accumulated wealth." He believed that
inflation increased wages rather than wages prompting inf]ation.33
GM statisticians discovered that wages sometimes rose less under
COLA formulation than under straight wage bargains.34
Further, the company president stated that GM dividends
created more inflation than did COLA's. GM stockholders received
$176 million compared with workers, who earned $40 million. One
stockholder later wrote the company, "If that is what he really be-
lieves, the stockholders of General Motors should get themselves
another boy."35
The WSB adopted it as a national formula, so it must be good,
Wilson indicated. It avoided strikes and maintained vital war pro-
duction. "Maybe you haven't frozen wages, but you've formularized
the rise," he said.36
A well documented study of wage trends between 1940-1956 by
Benson Soffer concluded that conventional agreements between 1941

and 1948 did not sustain real wages as well as GM type contracts be-

tween 1948 and 1957. Parallel conclusions resulted from studying
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select industries before and after escalation. Real wages held up
better under escalation than without it during inflation.

Soffer focused on wages during the inflationary period 1941-
42, 1946-48 and 1950-51. The first two periods evidenced wage lag
as prices rose. In the last period, when escalation took greater
foothold, wage settlements responded more quickly to price movements
and wages spread more uniformly and rapidly throughout the nation.
Conventional contracts re-opened often, to keep apace the COLA's.
The study showed that the wage levels rested on an implicit escala-
tor basis when only a small minority were explicitly covered.

Although negotiated increases re-opened often and caught up
with COLA's during the Korean War, the opposite proved true in 1955
and 1956. Automatic increases did not keep up with negotiated in-
creases during stable price periods. Ironically, 1955 saw trebled
coverage as well as use of both escalation and annual automatic in-
creases as worker and industrialist foresaw continued stabilized
prices. If pioneers of the package adopted it to defend against
rapidly rising prices, followers adopted it for other reasons, per-
haps the desire to expem’ment.37

The second major trial challenged to 1950 contract's durabil-
ity. When they signed the pact, Wilson told National Press Club
members that both parties would definitely sustain it. Although
NLRB decisions said that any matter collective bargaining did not
settle remained negotiable any time, GM and the UAW held to a waiver
38

clause that nullified the decision's impact on them.

In July, 1952, CIO Steelworkers won a 21 cent flat raise.
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Autoworkers envied the secure steelworker wages compared with their
possible loss of Korean War escalated gains to postwar CPI setbacks.
GM workers might Tose as much as 25 cents an hour if the 1949 re-
cession level recurred. They could not re-open their contract until
May, 19553

In September, 1952, Reuther announced the 1950 contract was
"a 1iving document," one subject to change when parties faced dras-
tically new circumstances, as they now did. He urged re-opening on
that basis in spite of Communist's warnings that GM could later cut
wages at will under such a "living document" phﬂosophy.40 Reuther
asked GM to secure 21 cents of the COLA in a permanent base rate,
to increase AIF's from 4 cents to 5 cents hourly, and to increase
pensions from $125 to $140 monthly.41

Another issue disrupted contract continuity. BLS officials
prepared a revised index, possibly replacing the 1935-39 based one
on which the 1950 contract rested. The BLS showed labor and manage-
ment how to switch over to the new index in December, 1952. Reuther
advised locals to ignore BLS instructions and not commit themselves
to any new formulas until they could see settlements in basic in-
dustries. He vowed to annul the old contract unless he won desired
modifications.

Auto executives implored government officials to continue
publishing the old BLS index. They did not want a breach of con-
tract. Reuther refused both easy transition to a new index and use
of the old one, as he sought gains from re-opening. President

Eisenhower directed BLS officials to continue the old index through
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the spring, and negotiations continued on an intermittent basis.42

Reuther's impasse backfired. In the third quarter of 1952,
COLA's continued on the old base. Food costs decreased, and because
the old index weighted food more heavily, the CPI dipped from 239.1
to 234.1. It caused a 1 cent hourly net wage cut. Meanwhile, the
new index rose slightly, from 190.8 to 190.9, and would have main-
tained the wages. Reuther said seasonal food factors that caused the
downturn already turned upward, but were not reflected in the CPI.43

Internal politics prodded the UAW-CIO President further. Carl
Stellato, Reuther's enemy from the UAW's biggest local, Ford Local
600, resolved loudly that all future contracts should last only one
year. Convention delegates would re-consider long term contracts,
the UAW Chief countered. Many delegates opposed five year contracts
but remained indifferent to Stellato's one year only stand.44

On May 22, 1953, a UAW-GM supplemental agreement gave workers
COLA's based on the new BLS index, and froze 19 cents of the previous
24 cent gains into the basic wage structure. The AIF increased to
5 cents. Never again did the UAW wager a five year contract. They
negotiated every three years thereafter.45

Long term contracts survived. In fact, by 1959, they became
normal in most industries.46 Some industries kept or extended the
GM record. General Electric workers negotiated a five year contract

47

in 1955. The Teamsters made a six year pact the same year. In

1974, unionized printers working for the New York Times and The

Daily News, signed a ten year compact which provided COLA's according

to local prices, a 3 percent AIF and other benefits. The agreement
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helped newspaper managers solve longstanding resistance to automation.48

As the "living document" trauma indicated, BLS index operation
was the third major test of the GM package. Both labor and manage-
ment challenged the BLS' objectivity. Stephen DuBrul remembered that
Wilson initially ordered GM researchers to check the validity of the
CPI. DuBrul concluded that BLS Commissioner Isadore Lubin weathered
many pressures since 1929. Lubin resisted attempts to legislate laws
compelling individual companies to release some of their records.

The Commissioner declared: "The integrity of this bureau must rest
upon the intelligent cooperation of the people. . . . If we start
making companies report, we can no longer trust what they send us."
He wanted to assure confidentiality, in order to maintain coopera-
tion. He often won his battle to operate the bureau this way, in
spite of union and Congressional critics.49

The first problem of BLS figures arose in 1949. GM acknowl-
edged UAW claims that the BLS did not account for higher priced,
newly constructed dwellings. In August of that year, GM added .8
points to the index they used, without re-opening the contract.50

The BLS in 1949 also announced its plans for a 1952 index re-
vision. When the Korean War sent prices soaring, the bureau issued
an "interim index." This recognized that the more prosperous 1950
consumer spent less income on subsistence items. They weighted
food expenses 10 percent less than formerly but increased medical,
automobile and miscellaneous expenses by the same percentage points.s1

The UAW broke the 1950 agreement in 1953 and negotiated on the

1952 revised index. Surveyors found that housewives bought more of
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newly improved items in the 1949-52 period. They used more margarine,
mechanical refrigerators and synthetic detergents than they had of
butter, soap and iceboxes in previous times. The index measured
spending habits of thousands of urban families with a $4,000-$6,000
yearly income in forty-six small, medium and large cities. The former
index studied families of $3,000-$5,000 yearly income in thirty-four

large cities on]y.52

For the 1952 index, the BLS priced three hundred
items compared with two hundred twenty-five in the old index. The
new version included home ownership and maintenance costs compared
with rental costs previously stressed. Nylons replaced silk stockings.
Restaurant meals, used cars, television sets, beer and babysitters
were added. For the old index, one hundred represented price averages
between 1935 and 1939. Now, one hundred represented price averages from
1947 to 1949.°3

The BLS computed that the same percentage change in living
costs that made the old index move 1.14 points would move the new
index only .68 points. Living costs needed to double to warrant penny

increases. The same slower movement also applied to decreases.
and the UAW used the following standard to make the changeover:
roughly 1 percent hourly pay change for each 1 percent CPI change.
For every .6 increase in the new index, GM gave another 1 cent hour-
ly. For every .68 point decrease, GM regained 1 cent hourly. No
wage cuts occurred if the index fell below 100.9.55

About ten years later, BLS index revision appeared on time for

a scheduled GM-UAW contract reconsideration, in 1964. A study begun

in 1959, led to a new index release in 1964. BLS experts priced four



120

hundred items, and tallied more new than used cars, more private than
public transportation, and more highly processed and frozen foods.
Workers spent less on cereals and bakery goods, but more on meat,
fish and poultry since the 1952 index. The index reflected credit

as well as cash purchases. The BLS usually studied urban workers and
lower salaried clerical workers in families of two or more. The BLS
in 1964 computed a second index that represented the families plus
single workers. The‘families only index ended in November, 1964, when
BLS officials saw that both indexes moved in similar patterns. The
survey, limited in funding, studied fifty-six large and medium sized
cities. Because of new shopping patterns, pricing extended to subur-

ban areas.56

In October, 1964, GM and the UAW contracted COLA in-
creases according to the new index, and promised 1 cent hourly for
each .4 point index increase above 106.1. Again, labor got a floor
on wages.57 A revised 1971 Consumers Price Index changed the refer-
ence base from 1957-59 to 1967.58

The annual improvement factor was the fourth major aspect of
the GM-UAW package to come under question. UAW leaders considered the
initial 2 percent of the average $1.49 hourly wage, or 3 cents, an
inadequate recompense for their productivity. Above average wage
earners sought percentage increases based on their wages, rather than
the average. Some economists disagreed, and said that workers did
not create as much progress as they got paid for, and beseeched com-
panies to spread productivity benefits to the public via lower prices.
The productivity of some workers could never be accurately measured

and rewarded, they commented.59
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Victor Reuther remembered otherwise: "We didn't claim that
the result of the rise in productivity was solely traceable to in-
creased effort and efficiency by labor . . . but then we were not
asking that the full benefit of the rise in productivity be paid out
in wage increases." He went on, "We said we were entitled to a per-
centage increase, guaranteed, which . . . would reflect what an his-
torical trend had been, and which we had every reason to believe
would continue."60

National Press Club members praised Wilson's "benevolent 1ib-
eralism," when he insisted that workmen and other citizens deserved
a share in the nation's advancing prosperity. '"Any company that ex-
pects to show good profits should attempt to earn them through effi-
ciency and progress, and not just by collecting a toll," he professed.
The improvement factor pledged employees to recognize how techno-
logical progress, better tools and methods, and cooperation increased
their own wages.61

The 2 percent factor Wilson considered the "final say" on pro-
ductivity turned out to be but the first fireworks from workers.
Labor leaders demanded a greater percentage. "It stopped being a
measure of productivity and started to be merely a floor that labor
was entitled to," labor reporter Stanley Brams recal]ed.62

In the 1950 contract, UAW members won AIF's of 4 cents hourly,
a .5percent or 1 cent increase over the original provision. GM still
publicly defended the AIF. They said it fostered industrial harmony

which reaped adequate defense production. Company officials reasoned

that better paid workers could buy more and prevent market gluts that
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decreased prices.

United States Steel Company executives argued that during the
Korean War, labor became scarce. To compete for employees, companies
needed AIF's or their equivalent, whether or not their own productiv-
ity increased. This often spelled more inflation without promoting
output.63 Others argued that productivity actually decreased during
war mobilization as new and inexperienced workers joined the work

64

force and plants re-tooled. Even the National Association of Manu-

facturers, of which GM was one the biggest duespayers, called pro-
ductivity wage increases inﬂationary.65

The Wage Stabilization Board accepted GM and other emplioyer's
productivity based increases, as long as companies proved increased
output per man hour and as long as they did not raise prices. Presi-
dent Truman and his Council of Economic Advisers (CEA) approved the
yearly 3 percent raises, if based on national productivity averages.
They advised against any company policy that appeared to increase
wages merely to keep workers. The CEA did not agree with CIO claims
that U.S. annual productivity now averaged 4 percent; nor did it
accept AFL advocacy of a catch up productivity rise of 11 percent
since 1951.56

A New York City Research Company, Fisher, Rudge and Neblett,
Incorporated, questioned 156 company leaders who employed 1.5 mil-
Tion, in 1952. The issue of productivity came up in 60 percent of
the companies' policy discussions. These anticipated or knew of
labor demands about productivity wages. Slightly over half surmised

productivity increases in their industry, but few could guess how
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much. Half the management representatives opposed determination of
wages according to productivity. Only 7 percent favored it.67
Many industries that adopted long term contracts or escalator
clauses provided deferred wage increases in second, third or later
years, but did not call them "annual improvement factors," although
many revolved around productivity considerations. Some bargainers
provided for long term contracts with deferred increases but not
escalation. More rarely over the years have parties adopted long
term contracts with escalation but not deferred increases.68
Big industries mainly tried AIF's or deferred increases based
on productivity increases. Smaller companies bought 1ittle new mach-
inery and used few new methods, and did not increase their produc-
tivity significantly to warrant wage increases.69
The battle of the AIF's continued for GM alongside questions
of indexation. In 1953, the re-opened "living document" increased
AIF's 1 cent to 5 cents hourly. In 1955, the contract increased it

to an average of 6.1 cents hourly. A sliding scale adjusted AIF's

at about 2% percent of worker wages in various ranges. They deter-

mined AIF's by the following schedu]e:70
Wage Range AIF (hourly)
Less than $2.60 . . . . . . 6¢
$2.60 - $2.99 . . . . ... 7¢
$3.00 - $3.39 . . . . ... 8¢
$3.40 - $3.79 . . . . . .. 9%¢
$3.80 - $4.20 . . . . . . 10¢

In addition to these gradual increases in the number of cents
per hour, the UAW in 1958 claimed that the rate of productivity ad-

vance was really 3.9 percent a year and that the annual improvement
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factor should match this figure. GM's Brent Upson contested the
union measurements and also pointed out that any productivity stan-
dard should cover all compensation increases, not just regular annual
increases in wages alone.71
The union did not win its 3.9 percent productivity claim. It
won a sustained schedule of 2% percent of base wage rates or 6 cents,
whichever was greatest. The increase averaged 6.2 cents. In 1961,
they used the same sliding scale productivity formulation, but sub-
tracted two cents from the AIF and one cent from the COLA toward im-
proved benefits. The AIF averaged 4.4 cents during this contract.
In the two years that followed, the 2! percent sliding scale gleaned
average AIF's of 6.8 cents in 1962 and 7 cents in 1963. In 1964's
three year agreement, AIF money was transferred to benefits in the
first year, then a 2% percent sliding scale provided adjustments
averaging 7.4 cents in 1965 and 10.5 cents in 1966.72
The settlement of 1967 brought a 20 cent flat pay increase
that included a tacit AIF. In 1968 and 1969, workers received AIF's
according to their wage range, as usual. The increase amounted to
a 3 percent average, but was not stated as a percentage in the con-
tract. The minimum AIF was 9 cents. Although the first year's in-
creases under the 1970 and 1973 contracts included certain special
increases, the underlying 3 percent rendering of a schedule of wage
ranges continued through 1975.73 In 1970, UAW members at GM gained
between 49 and 61 cents hourly in the first year. This included AIF
and averaged 51 cents. In 1971-72, the employees averaged 3 percent

74

AIF's with a minimum raise of 11 cents hourly. The 1973 contract
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included a tacit AIF the first year, and 3 percent sliding scale
AIF's, with a minimum 12 cent increase the second and third years.75

The "GM Formula," as some economists called it, originally
angered some industrialists, because it broke a wage increase dead-
lock and gave increases higher than most others in 1948. It gained
popularity as others adopted it in whole or in part to suit their
needs. Even those with other wage provisions felt its impact.

Wilson hoped others would “"turn away from shotgun bargaining"
and apply the principles, not necessarily the money terms, of the GM
Formula. He thought small as well as large businesses could use it.
Good businessmen do not pay substandard wages, no matter how small
their operation, he reminded. Wilson said he discovered that smaller
auto parts companies raised wages more than the big auto companies
between 1940 and 1950. He considered industries capable of paying
wage increases if both labor and management used improved methods to
enhance output per worker.76

Some observers interpreted 1950 contract terms as a ceiling
rather than a standard for automotive and related industry settle-
ments. Walter Reuther suggested that the UAW would trim the GM
pattern to meet each particular bargaining situation, as he recog-
nized that many companies could not meet the costs invo]ved.77

University of Chicago Researcher Frederick Harbison indicated
that the GM Formula reached more than automobile, auto parts and
farm equipment industries covered in UAW negotiations. It also

touched electrical manufacturing in the GM-IUE (International Union

of Electrical Workers) pact. Steel and allied processing and fabri-
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cating industries adopted it, Harbison added. Although steelworkers
unions shunned UAW bargaining philosophies, they used the GM-UAW pact
as a point of departure, for straight wage increases. Harbison be-
Tieved the settlement would stabilize collective bargaining in mass
production industries because it "established a progression of econ-
omic benchmarks pegged for a significant period . . . to the extent
that these benchmarks act effectively as ceilings, they may stabilize
wage movements at or below the GM standard."78

Escalation never covered more than 50 percent of workers in
contracts that involved one thousand or more. Except in meatpacking
companies, escalation rarely appeared in contracts for food industries,
textiles, lumber, furniture, paper, printing, public utilities, and
railroads. After 1966, construction, finance, insurance, real es-
tate and services sometimes used escalation clauses.

A chart on page 127 shows the ebb and flow of escalation since
1947. As the chart indicates, coverage followed sharp price changes.
Parties usually waited for contracts to expire before dropping escala-
tion, so a lag fell between price decreases and discontinued escalator
coverage.79

If inflation spurred escalation in the Korean War, price
stability dismantled many escalator compacts by 1955. Railroad
unions with more than one million workers rescinded them.80

Sometimes more attractive benefits geared to economic condi-
tions lured workers away from escalation. The 1960 recession found

one million electrical equipment and railroad workers eager to drop

escalation for supplementary unemployment or reduced hours benefits.
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A11 workers Number covered Percent

under major by escalation Percent covered increase in
YEAR contracts on January 1 by escalation CPI's

(millions) (millions)
1947 NA NA NA 8.9
1948 NA 0.25 NA 2.7
1949 NA NA NA -1.8
1950 NA .8¢ NA 5.8
1951 NA 3.0¢ NA 5.9
1952 NA 3.5¢ NA .9
1953 NA NA NA .6
1954 7.5d NA NA - .5
1955 7.5d 1.7 23 .4
1956 7.75d NA NA 2.9
1957 7.8d 3.5 45 3.0
1958 8.0 4.0 50 1.8
1959 8.0 4.0 50 1.5
1960 8.1 4.0 49 1.5
1961 8.1 2.5-2.8 31-35 7
1962 8.0 2.5 31 1.2
1963 7.8 1.85 24 1.6
1964 7.8 2.0 26 1.2
1965 7.9 2.0 25 1.9
1966 10.0 2.0 20 3.4
1967 10.6 2.2 21 3.0
1968 10.6 2.46 23 4.7
1969 10.8 2.66 25 6.1
1970 10.8 2.8 26 5.5
1971 10.6 3.0 28 3.4
1972 10.4 4.3 41 3.4
1973 10.5¢€ 4.1¢€ 39e 8.8
1974 10.5¢€ 4,.0(4.5)¢e 38(45)¢€ -

a)Contracts covering 1,000 workers or more. Prior to 1966, the con-
struction, service, finance, insurance, and real estate industries
were excluded. Government employees (including U.S. Postal Service)
are excluded for all years. The 600,000 postal workers have been
covered by an escalator clause since 1972.

b)December to December increase in Consumer Price Index.
c)September figures.
d)Estimated.

e)Preliminary. Amended by updated figures in "Cost of Living Clauses
Gain Favor in Contracts," New York Times, July 28, 1974.
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In 1961, GM, Ford and Chrysler Corporations hinted they might
end escalation, but none actually did. A Detroit survey showed that
fifty-two city companies wanted to stop escalation because they con-
sidered it inf]ationary.81 The auto companies evidently wanted to
grant only increases that would not necessitate car price boosts.
Reuther fought to retain AIF's and COLA's but did not expect to win
all fringe benefit demands.82 General Motors wanted a ceiling on
COLA's and hoped to negotiate annual rather than quarterly adjustment
of COLA's, but won neither in 1961.83

The 1960's produced the first major ceilings on COLA's. A
1960 basic steel industry settlement promised COLA increases of no
more than 3 cents hourly. Such "caps" were not prevalent until 1970,
when 70 percent of all escalator clauses used them. The number de-
clined to 25 percent in January, 1974. Often companies with escala-
tion ceilings used floors. In practice, floors seldom set wage 1limits
as ceilings did, because prices more often rose than declined, how-
ever. Between 1967-1970 GM and the UAW agreed to caps and floors, as
well as annual, rather than quarterly COLA adjustment. The 1967 pact
set a 3 cent minimum and an 8 cent maximum COLA. 1In 1969, this changed
to a 6 cent minimum and 8 cent maximum. Workers in 1969 received the
maximum but a 26 cent spillover that evaded them because of the con-
tract terms later came to them in the 1970 agreement.

Industries with escalation ceilings and floors also tried less
frequent reviews of and adjustment for cost of living changes. They
moved from quarterly to semi-annual to annual reviews. During 1969

to 1970, annual reviews applied to 75 percent of all escalated work-
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ers, compared with 25 percent in 1966. A return to the 25 percent
coverage by annual review appeared in 1974, possibly because auto-
mobile industry settlements begun in 1970 used quarterly assessments
for COLA's.84

Some people on fixed incomes even won escalation, to protect
their living standard. Australian lawyers introduced legislation by
which alimony was adjusted to meet rising living costs. The Swedes
issued the first "cost-of-living bonds." A semi-public co-operative
offered twenty year, 3 percent bonds worth about $19 million to be
paid according to the cost of living at maturity. Bondholders re-
ceived as much as $150 for every $100 invested, plus interest, but a
floor prevented any loss of invested money.85

Escalation protected some retirement benefits. Under 1965
legislation, federal white collar employees and military personnel
had annuities automatically adjusted whenever the index increased 3
percent. A July, 1972 amendment to the Social Security Act began
similar adjustment of benefits than came in June, 1975.86 The same
protection covered more than thirteen million federal food stamp pro-
gram participants in 1974. Some form of escalation reached over five
million workers under contract and forty-five million other Americans
by 1975.%7

Everyone struggled to outpace inflation as prices rose 10
percent between 1973 and 1974. Productivity plunged 5 percent in
the first quarter of 1974, the steepest decline since 1947. The U.S.
government lifted price and wage restraints, and strikes followed

bargaining stalemates.38
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General Motors and the UAW maintained the formula, after a
quarter century of use and modification. UAW Vice President Douglas
Fraser called it a "protection the UAW would never surrender, be-
cause there are too many inflationary forces at work over which the
UAW has no control." Otherwise the union preferred controled

prices without COLA‘s.89

Knowingly or not, Fraser repeated Walter
Reuther's 1948 viewpoint.

Wilson's philosophy lost some favor from among GM executives
when they recognized climbing "fringe" benefit costs, which did not
exist in 1948 when Wilson considered wages alone. In 1967, the con-
tracts limited COLA but the 1970 GM-UAW contract restored an unlimit-
ed form. In spite of benefit cost increases, GM continued the cost
of 1iving and annual improvement factor increases of the 1948 pack-

age as a means of promoting labor peace.90
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CHAPTER VI
MEANING

What did all of the following have in common? Leon Trotsky
in his transitional program from capitalism to socialism? The Fed-
eral Government in the "Little Steel Formula?" Five Flint, Michigan
UAW Local Union Presidents who challenged Walter Reuther? Walter
Reuther in later years? Early GM President Alfred P. Sloan? And
"What's Good for General Motors" 1940's President Chariles E. Wilson?1

A1l received or took credit for originating some form of wage
escalation. Charles E. Wilson, more than the others, rested his re-
putation on it, and defended it during adversity. Wilson probably
knew many precedents. Cost of living (COL) data affected the 1902
Anthracite Coal Strike Settlement. Frederick W. Taylor, the "scien-
tific management genius" thought COL wage adjustment would prevent
union organization. The development of the Bureau of Labor Statist-
ics during World War I spurred a 1920's interest in using COL data
until prices dropped from their peaks in that decade. The data
especially influenced government arbitrated settlements.

By the late 1920's workers stressed broader wage considera-
tions, because they feared that COL settlements might freeze real
wages. World War II defense programs accelerated living costs, and
numerous contracts incliuded re-opening clauses to allow wage adjust-
ment according to increased living costs. In October, 1942, the

National War Labor Board decreed such clauses illegal if escalated
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wages exceeded 15 percent of average straight time hourly rates
prevalent on January 1, 1941. Later, the War Labor Board vetoed
an American Federation of Labor attempt to extend the escalation
ceiling to 22 percent. Most wage re-opening clauses based on COL
considerations dw'indled.2

A few small scale or impermanent escalation experiments oc-
curred at a Sinclair 0i1 Company facility and among Massachusetts
shoe manufacturers in 1946, and in 1947, in International Shoe Com-
pany Contracts and at a shatterproof glass company. None of these
automatic COL wage adjustment contracts included annual improvement
factors and none survived as the GM-UAW model did.3

Some countries experimented with escalation. Chile, in 1928,
increased wages at the start of each year by a percentage equal to
the previous year's COL increase. The country's wages increased
8,254 percent in twenty years, so Chile initiated tax reform, re-
duced government spending and cut escalation's pace in half. Aus-
tralian federal wage awards ended in 1953 when government officials
thought they exceeded anticipated productivity gains. Most foreign
escalation programs required a much larger surge of living costs
before activation.4

Wilson, in 1941, must have known that as early as 1935, GM's
Alfred P. Sloan considered tying wages to living cost changes. In
the early years GM officials thought they might use the BLS index
for individual cities, rather than the nation. General Motors had

plants in twelve of the thirty-two cities for which the BLS pub-

lished figures. Some plants were in cities without existing COL
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indexes. This difficulty, plus the relative stability of consumer
prices between 1935-1940, discouraged the project.5

By 1941, the defense program stimulated sharp price increases.
This reality probably urged newly elected GM President Wilson to re-
consider wage escalation. "It was a kettle on the back of the stove.
Now, he put it on the front burner," Andrew Court remembered.6 Gov-
ernment wartime policies and some GM official's hesitation delayed
presentation of the principles.

After World War II, the UAW turned the heat on GM. It sought
real wage increases, not constantly undermined by price increases.
Most UAW officials distrusted escalation because it might freeze
wages. GM surprised the union men in 1948 with their general pro-
posal and specific formula, but most UAW negotiators believed their
prodding helped prompt the GM offer. Few, if any, thought GM tried
to "steal UAW thunder" when they offered a package of such obvious
benefit to the worker.

UAW negotiators Livingston and Patterson viewed GM's proposal
as a counterproposal to UAW wage demands.7 Union documents, pre-
sented in this negotiation, pointed out that workers suffered when
their wages lagged behind living costs; that they were entitled to
a share in the nation's progress; and that they deserved a bigger
share of the U. S. income pie.8 Victor Reuther thought Walter
subtly challenged Wilson to come forth with solutions, and he won.
"Walter would raise the demand but would never couch it in all of

its specific details lest Wilson would have no freedom of movement,"



143

Victor claimed. "Wilson had a very significant role in coming for-
ward with a specific formula, but Walter conceived and dramatized
the need and indicated that this was something that had to be dealt
with through the collective bargaining mecham’sm."9

Larger historical forces than one man's ingenuity shaped the
escalation, productivity, long term wage determination package, un-
til it emerged in its most influential form between the largest
manufacturing company and largest industrial union in the U.S., and
became a national guideline during the Korean War.

"We think we have started something new," announced GM bar-
gainer Harry Anderson, "It was a settlement reached by good, old-

fashioned collective bargaim‘ng.“10

It was something old, something
new and something borrowed about which Barron's reporters raved: "It
had about it the magnificance and largeness unknown to employer-
employee relations since the great Sit-Down strikes of 1936."11

Like the 1936 strikes, the 1948 contract proved an historical water-
shed.

General Motors pioneered a major labor relations proposal.
"Normally, one had always sort of looked to Ford, and maybe Chrysler
for these kind of innovations. General Motors did not like to do
pioneering," Victor Reuther judged. "It was much easier for the UAW
to pioneer with a single family firm like Ford than to deal with a
Tot of Wall Street bankers and financiers. But I think this experi-
ence with General Motors was a very useful one."12 The UAW character-

istically approached GM first when they wanted higher wages, and

others first to win principles, claimed Detroit Free Press automotive
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writer Tom Kleene.13

In 1948, the UAW went for wages but won mainly
principles from GM. In 1948, General Motors also stole some 1ime-
light from U.S. Steel, the previous heavy industry wage pattern
setter.14

For the first time, escalation and productivity figures were
combined to offset union fears that escalation alone might freeze
real wage levels. A subtle balance of the two principles probably
relieved management apprehensions, too. Under escalation alone,
workers might slow down their production to reduce quantities, raise
prices and raise their wages. As self defeating and unlikely as that
seemed, the idea of giving annual increases based on productivity,
or output per man hour, tended to counteract escalation's possible
psychological drag.

To some GM negotiators, the UAW's open acceptance of techno-
logical progress marked a striking new direction from their former
conviction that "machines take the bread out of workers' mouths."

The agreement on productivity went as follows:
The annual improvement factor provided herein

recognizes that a continuing improvement in the stan-

dard of living of employees depends upon technological

progress, better tools, methods, processes and equip-

ment and a cooperative attitude on the part of all

parties in such progress. It further recognizes that

to produce more with the same amount of human effort

is a sound economic and social objective.

Before promising advance yearly wage increases, GM wanted workers to
understand how vital economic growth was to their well-being. Such
progress might be dissipated through strikes, work restrictions,
featherbedding, absenteeism, and artificially short work weeks.15

Although UAW members later complained about technological obsoles-
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ence, they proved willing in 1948, not to impede but to accept
changes along that line. The productivity factor caught on most
in industries with high technological progress.16 Slow productiv-
ity industries tried to tie wages to general economic rates, while
above average productivity workers tried to base wage increases on

industry or company output per man hour figures.17

When the UAW
sought greater than average productivity gains, the late President
John F. Kennedy responded: "No financial sleight of hand can raise
real wages and profits faster than productivity without defeating
their own purpose through inflation.”18

The 1948 package first inspired change from annual to multi-
year contracts. Only this feature spread until the Korean War, when
inflation soared and escalation alone (without productivity factors)
gained popularity. After 1955, important industries began to adopt
all three principles and introduce what Brookings Institution econ-
omist Joseph Garbarino called "The Age of Esca]ation."19

The 1948 agreement stressed an entirely new method of wage
determination. It sidetracked considerably Reuther's "ability to
pay" arguments, strongly publicized since 1945-1946. Negotiators
talked less of prices and profits in subsequent negotiations, and
this gave management more of a sense of fixed authority. This com-
pensated for the union security UAW members gained in 1950.20

The COLA-AIF formula overshadowed supply and demand bases
for wage determination which John L. Lewis reviled in 1936, when he
accused GM and Ford of dealing with labor "ruthlessly, as a commod-

ity or an article of commerce. . . . Wages have been set according
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to the law of supply and demand without regard to human standards
of 11'v1'ng."21 Previous COL wage determination differed from the
1948 version. In the early 19th century adjusting wages to a cost
of living implied bare subsistence according to the "iron law of
wages."22

GM bargainers expected strikes, strike threats and government
intervention to subside as wage determination pressures. When the
government did step in during the Korean War, it not only allowed
GM and the UAW to continue their pattern, but endorsed it as national
policy.

For the f%rst time, UAW members signed an agreement that could
reduce wages as well as increase them. Workers now looked away from
local conditions to the whole economy and government indexes for
their wages. Such a wage agreement was possible because both par-
ties knew more about and trusted government statistics. Rather than
prompting fears of possible wage cuts, the agreement solidified
worker expectations of annual wage increases. Non-escalated as well
as escalated workers learned to expect such yearly raises.23

Most significant, the 1948 contract and its 1950 follow up
signalled U.S. labor-management maturity and mutual acceptance. The
Reuther led UAW appeared more unified, less unruly, and more trust-
worthy to GM. General Motors and much of management in general be-
gan to concede union permanence. The auto company held onto coveted
managerial responsibilities--the right to hire, fire, and keep com-
pany books private, but in 1950 the UAW gained more secure membership

practices. Both parties confirmed more deep rooted faith in collective
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bargaining solutions to their conflicts.
Communist George Morris said that GM in 1948 divided labor

24 while some industrial-

unions and prevented their united struggle,
ists accused GM of ending "no third round pay increase" unity among
businessmen.

As with Ford's $5 a day wage offer in 1914, the GM offer was
seen as both a means for the company to win worker loyalty and give
him enough money to buy company products. In the Ford example, the
wage brought workers into a more disciplined family company, with the
patriarch Henry Ford watching over the private lives of workers and
rewarding them for good conduct. In 1948, GM and the UAW co-operated
more fruitfully around better understood rules of collective bar-
gaining.25

Some observers thought GM and the UAW got too close for econ-
omic comfort during these years. Fortune magazine wrote of Wilson's
widely published letter explaining his economic thinking on the con-
tract: '"Except for one or two sentences, the missive could easily
have been composed in the U.A.W. research department at bargaining
time.“26

Dynamic leaders Wilson and Reuther moved GM and the UAW
closer together. Reuther respected Wilson's practical humaneness
as Wilson admired Reuther's discipline and contractual hcnesty. Both
colorful personalities, good speakers and idea men, they developed
what their contemporaries described as "industrial statesmanship,"27

a new diplomacy and realism replacing former bitter battles.

Veteran labor reporter Jack Crellin believed Wi]son developed
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strong feelings about the workers, his "“GM Folks," as he called
them. Crellin judged that Reuther "indoctrinated" Wilson with so-
cial conscience ideas at the bargaining table and public hearings.28
If Reuther greatly influenced Wilson, the GM President also knew how
to convince more conservative associates of inevitable progress.

When one businessman reportedly commented "Why let the bureaucrats

and labor bosses twist our arm--let's get back to Free Enterprise,”
Wilson replied steadfastly, "Yes, I guess you're right, but after all,
here we are now."29 Wilson willingly worked within the realities his
era presented.

Reuther and Wilson wanted to moderate political extremes in
their time. Reuther said he feared extreme reaction on the left and
right working together against the Democratic Middle in worid poli-
tics.30 Wilson hoped the 1948 agreement would save the nation from
economic extremism.31

The settlement apparently gratified the pecuniary interests
of both parties. General Motors officials saw secure profits and
more predictable labor costs resulting from uninterrupted production
during tremendous consumer demand. Previous UAW wage demands sur-
passed their eventual 11 cent gain in 1948, but the 11 cents probably
appealed to UAW negotiators because other industries refused wage
increases and even in GM there was "hold the line" wage talk. Too,
no "going annual increase pattern" held sway in 1948.32

Wilson concluded that COLA and AIF "co-operated with the in-

evitab]e."33 Cost of 1iving increases tended to prompt wage demands.

If adopted in 1910, the formula would have rendered average hourly
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wages within a few cents of existing wage Fates and avoided much
friction and strikes, he concluded, and used the chart on the fol-
lowing page to back his idea.34
Workers also historically gained average increases, adjusted
to living cost differences, equal to average national productivity,
between 2-2% percent. Previous to the 1948 contract, however, no
short term relationship between changes in productivity and wage in-
creases or decreases existed. Annual wages increased irregu]ar]y.35
The UAW and GM grew closer in 1948 because of mutual interests
and to sidestep government influences so predominant in their recent
past. Depression years recalled Blue Eagles and the Wagner Act; war
years, the War Labor Board and the War Labor Disputes Act; and in
postwar years, fact finding committees and the Taft-Hartley Act. In
postwar America, President Truman used executive prerogatives to
cause the U.S. government to become the nation's (if not the world's)
largest banker, insurance company, utility company, warehouse opera-
tor, shipowner, truck fleet operator, landlord and tenant. Truman
used remaining depression and war legislation to make the federal gov-
ernment the nation's largest owner and operator of dry cleaning es-
tablishments, bakeries, livestock farms, nurseries, shoe repair shops,
and ice cream plants. If the government could become a large scale
producer of rum, false teeth and fertilizers, why not motor vehic]es?36
Neither GM nor the UAW thought government determination of
prices or wages appropriate for peacetime, yet inflation continued

to trouble the country, and some government action was possible. La-

bor reporter Jack Crellin, then with the Detroit Times, said both the
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UAW and GM were weak because '"they had gone through a long period
with the War Labor Board . . . matter of fact, in 1945-46, they

were still constantly running to Washington."37

During negotia-
tions, UAW bargainer Johnstone bade GM representatives to soothe
labor relations so that government would not feel compelled to in-

terfere.38

Both parties spurned government fact finding committee
opinions and offers of mediation in 1948.

Ironically, the philosophy and terms of the agreement revealed
the federal government's importance to both parties. GM industrial
engineers studied whether or not indirect government control might
subvert the escalation aspect, because government buying profoundly

39 The 1948 contract also extended

influenced cost of living changes.
to workers what parity gave to farmers, income security according to
statistical tools which the government administered. The two might
become incompatible, if COLA's forced higher vehicle prices. For
example, if food costs accelerate and are paid for in COLA's which
up farm equipment prices, farm parity would increase. Government
tools might work together to spur unintentional inflation.

The UAW and GM sent representatives to Washington, D.C. to
consult with BLS officials. The 1948 agreement conceded the need
for three way co-operation and made permanent their previous in-
volvement with federal agencies.

The BLS index became the most important single government
statistic. It affected more paychecks than any other'.40 Both
sides could not have their privacy and BLS operations, too. BLS

Commissioner Ewan Clague said of his agency researchers: "We are
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right down in the streets, in your plants, in your stores, and in
your homes. We are statisticians in work clothes, both blue collar
and white collar. . . ." He congratualted business and labor re-
presentatives in Research Advisory Councils for co-operating with

the government bureau to produce statistics.41 Sometimes labor or
business representatives appealed to the Secretary of Labor or the
Budget Bureau to overrule the BLS on a point, but Clague said neither

tried to supress or restrict their work,42

and both parties vouched
for BLS objectivity and forebearance under pressure. In fact, both
private sectors grew more dependent than ever on the "objective
referee."

The settlement also partially passed the inflation buck to
government, as Wilson thought federal financial policies could con-
tribute to inf]ation.43 GM and the UAW probably sidestepped govern-
ment intervention in strikes as they secured greater industrial
peace. The federal government went along with GM-UAW policy in its
Korean War program.

The auto industry retained the contract longer than any other,
in spite of changes that made it unlike the original. In 1950, GM
added pensions, benefits, and allowed union security which the cor-
poration earlier had considered unwise. In 1967, the parties enacted
a wage ceiling which they terminated in 1970. They eventually applied
both AIF and COLA according to a wage range chart. The productivity
percentage increased and the increment for COLA raises decreased,
both to labor's advantage. Wilson defended the contract even when

its provisions exceeded his original wage limits.
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General Motors' present Labor Relations Vice President, GeorgeB.
Morris, Jr., concluded that the AIF helped industry and labor adjust to
tremendous technological changes and averted major labor unrest.
Without the AIF, they could have "had trouble from those affected by
the introduction of new techniques, or problems after we had put new
techniques to use" from people fearful that their jobs wo :1d be af-
fected by future changes, Morris said.44

Few wage complaints spawned strikes after 1948. A strike
threat perhaps moved GM to re-open the 1950 contract in 1953. There-
after contracts never extended more than three years with the UAW.

The COLA-AIF package was a critical issue in auto industry strikes

in 1967 and 1970, but production standards and other non-economic
Tocal plant disputes occasioned most automobile strikes after 1948.45
GM's Louis Seaton gave the formula credit for the industrial peace.
GM lost about 130 million man hours in the 1945-46 strikes. In the
next ten years they lost only about forty million man hours to work
stoppages. Not until 1970 did national strikes rob the industry of
as many man hours as the 1945-46 strike had.46 Prosperity as well

as the 1948 principles probably fostered industrial peace.

To UAW members, the formula provided income protection but did
not increase labor's share of the gross national income, as they
hoped. After the initial settlement, UAW officials sought GM pro-
ductivity measurements, which they assumed would exceed the 2.5 per-
cent for which the company compensated them. Before they even pre-
sented the 1948 principles, GM officials concluded that no one could

accurately measure industry or company productivity. Suppliers
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offered more workable materials and better manufacturing methods to
help create better cars in fewer man hours. Because inputs and pro-
duct changed so frequently, single industry productivity measurement
was difficult or impossible. Compensation through suggestion plans
or patent rights went to workers who contributed intellectually to
higher productivity. Piecework or group bonus systems recognized
workers whose skills or efforts increased productivity.47 The UAW
also wanted real wages to advance more rapidly than productivity,

to correct existing imbalances between UAW power to produce and to
consume.48 The 1958 request met rejection.

Labor's "springboard for progress" brought unanticipated
gains. The settlement helped the UAW solidify its membership, and
in 1949 and 1950, win pensions and improved insurance and vacation
plans. The union strengthened its financial position and aimed for
a security providing strike fund. The UAW also challenged the Team-
sters power base in Michigan and United States politics. Victor
Reuther believed that the 1948 negotiations paved the way for General
Motors' willingness to do some pioneering on SUB (Supplemental Unem-
ployment Benefits) and the guaranteed annual wage.49 Wilson openly
recognized and joked that the UAW now assumed it had to come up with
a "new model" every year, just as industry did.50

The contract weathered the criticism "inflationary" more than
any other. Wilson originally stated that the contract would neither
be inflationary nor deflationary but a stabilizer in which wage in-
creases merely followed price increases. This accompanied his con-

viction that prices pulled up wages rather than wages push up prices.
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In 1948, alternatives seemed much more inflationary than the settle-
ment. The prior long standing inflation held unpredictable possibil-
ities of future fluctuations. A fixed wage scale looked vulnerable
to dissatisfaction within months. Possible work stoppages threatened
to curtail production and, in a high demand market, raise prices. On
the other hand, contract acceptance hinted that GM and the UAW viewed
inflation as inevitable, to be compensated for rather than eliminated.
Perhaps this disposition debilitated built in market means of purging
inflation or more covert solutions from any sector.

The 1948 package would create inflation under two possible
conditions, economist Joseph Garbarino evaluated: 1)If the AIF spur-
red price index rises, or 2)If the AIF went within inflationary bounds
but price index responded to wage stimulus outside the escalated sec-
tor.51 COLA's thwarted inflation in other situations. When non-
escalated industries faced frequent wage re-openings and projected
excessive price increases into their wage settlements, wage increases
tended to be more self-realizing than if they went up according to
CPI increments under escalation. The AIF-COLA duo caused no more
inflation than negotiated settlements did throughout time. Researcher
Benson Soffer concluded that the GM-UAW formula prevented real wage
level decreases during inflation and did not hold down wages at other
times.>?

Some government statistics uncovered that the formula operated
according to Wilson's description--neither inflationary nor deflation-
ary, but stabilizing. From 1946-1969, the average real labor compen-

sation, adjusted for CPI changes, was 2.7 percent hourly.53 Another
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study showed that between 1966-1975, wage escalation did not create
and did Tittle to sustain inflation. The same research warned that
more frequent adjustments and smaller CPI increments might make es-
calation inflationary.s4 The public blamed both parties for infla-
tion. 1In 1959, 33 percent blamed employees, 37 percent blamed employ-
ers, and 30 percent blamed both or were undecided.55
A business researcher with Albert Sindlinger, Associates

found that wage escalated workers expressed more regular optimism,

and spent more than they saved, especially when compared with stock-
holders.56 One of Wilson's original COLA "scouts," Andrew Court, con-
tended that COLA's secured American overeating habits as they pre-
vented belt tightening in both sense of the word during inflation.
Such overeating weighs heavily on world nourishment problems, Court
judged.57 One irony: out of twenty-seven major consumer items, the

number of factory hours required to purchase them by 1961 decreased

in almost all cases but for the automobile, as indicated in the fol-

lowing chart:58

Item 1948 1961
New car 892% hr. 975 hr.
Five-room house 6,486 hr. 6,296 hr.
Plane (N.Y.-Chicago)  322/3 hr. 23% hr.
Loaf of bread 53/4 min. 5% min.
Quart of milk 8% min. 7 min.
Ten 1bs. potatoes 23 min. 17 min.
One 1b. bacon 34 min. 18% min.
One 1b. chuck roast 28% min. 16 min.
Man's haircut gsg min. 45 min.
Two packs cigarettes 17°/4 min. 14 min.
Blue Cross,one person 49 min. 2% hr.
Electric refrigerator 178% hr. 71 hr.
Washing machine 80 hr. 34% hr.
Man's wool suit 26 hr. 17 hr.
Man's work shoes 4% hr. 3% hr.
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Item 19438 1961
Lady's cotton dress 2% hr. 13/4 hr.
100 kw-h electricity 2% hr. 13/4 hr.
Vacuum cleaner 37 hr. 26 hr.
Lady's shirt, rayon 2% hr, 1% hr.
Auto tire 9%4 hr. 6% hr.
Sewing machine 92% hr. 51 hr.
Man's dungarees 1% hr. 1 hr.

American capitalism had already evolved into its modern form
by 1948, with obvious industrial concentration, government regula-
tion and corporate managerial guidance. World War II exacerbated
these tendencies, and peacetime policies continued the trends. The
contract assured and strengthened Big Labor and Big Business, thereby
promoting collective and turning away from individual effort in U.S.
life. Now, a government agency had the blessings of the private
sector as it carried out its permanent role in wage determination.

Ideals of supply and demand for labor, which presumably held
sway in nineteenth century America, gave way to consideration of the
total economy's effect upon worker purchasing power. The new figures
were remote from the immediate successes and failures of the employer
as well as the coercive power of the union leadership.

The settlement helped diminish the labor-management adversity
which to some kept the economy dynamic and well balanced. On the
other hand, the class struggle so necessary to a Communist Revolution
also waned. Frederick Lewis Allen claimed that by sharing productiv-
ity gains throughout the economic pyramid, the U.S. avoided hard class
stratification, escaped plutocracy and Commum'sm.59

The AIF-COLA package modified capitalism with its more de-
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liberate planning. Because it emanated from within the private
sectors, and not from government, and because the parties can vol-
untarily end it, it cannot be considered a step toward socialism.
Rather it belongs with the much studied anti-trust legislation as
yet another compromise of practical and humane motives from tradi-
tional opponents, who hoped to make the U.S. industrial economy
function more smoothly. The prosperity Americans l1ike to associate
with capitalism increased steadily after 1948, and the BLS index

recorded every dollar of it.
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