Putting the new GM-UAW contract in historical context
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Sept. 21, 2011 — General Motors and the United Auto Workers just agreed on a new four-year contract. To try and put the agreement in context, we utilized historical wage data provided by the UAW.
Information on the new contract is taken from a UAW summary of the contract published today.
To account for the effects of inflation, we adjusted all figures to 2011 dollars. For the data set forth for
2015, we performed an estimate based on assuming an annual inflation rate of 2 percent for each
year of the contract period.
Two tables are set forth below. The first looks at rates in each contract period when a newly hired
worker begins employment and the highest rate such a worker could attain over the course of that
contract. The time specified in contracts for a worker to get his or her pay raised to the maximum possible wage grew longer over the decades examined. In 1961, for example, it was 30 days; in 2006, it
was three years. Still, until the 2007 contract, the pay of a new worker would eventually always rise to
equal the pay of veteran GM workers.

This second table looks only at the pay of workers who were already employed by GM at the time a
contract was signed. There was a single pay tier until the 2007 contract. In that year, as discussed in
A darker future for “Tier 2” workers, the contract negotiated created a second tier whereby a veteran
worker’s pay was capped at a rate much lower than that of his or her earlier-hired counterparts. That
differential was described by both GM and the UAW as temporary, but temporary has apparently become permanent: only workers hired before 2007 receive the higher wage rate, no matter the length
of service. And GM is seeking to entice many of those workers to accept buyouts to terminate their
employment.
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Note that a number of items that are not “base wages” are not included in the tables: neither profit
sharing nor “quality performance bonuses” (depending on GM performance and worker performance,
respectively), and neither a “settlement bonus” for eligible current workers of $5,000, nor an annual
“lump sum” payment of $1,000 to eligible workers.
The “settlement bonus” is worth about 60 cents per hour over the life of the contract. All of the potential “quality performance bonuses” and “lump sum” payments that are available over the life of the
contract are worth in the aggregate about 48 cents per hour.
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