General Motors Goes Bankrupt

General Motors used to be the symbol of the might of US industrial production globally. Domestically, the wages of the auto workers symbolized the(former)  militancy and power of the US unions. On June 1, this symbolism was replaced by another symbol as GM declared bankruptcy. How did this happen?

Deindustrialization & GM’s Strategy
Starting in the late 1970s, many major US industries increasingly shifted production to low-wage countries. The US auto industry led the way, starting with increasing production in Mexico and elsewhere in Latin America. The leadership of the auto workers union – the United Auto Workers (UAW) – responded by accepting the idea that they must help make production in the US “competitive”. This meant holding down wages and benefits here – in other words, competing with Mexican and other workers for who could work cheapest. Thus, they undermined the very purpose of having a union, which is to reduce or eliminate this worker-to-worker competition.

As they did so, the union weakened, and when overseas auto producers such as Nissan, Honda and others opened up plants in the US, they were able to operate non-union. Naturally, their labor costs were considerably lower than those of the unionized companies such as GM. A major labor cost for GM and the other Big Three US auto companies (Ford and Chrysler) is health care, especially for retirees. Since the US is the only developed capitalist nation without a public health care system, this cost was shifted to the employers directly where the union has a tradition of strength, such as in auto. The overseas producers in the US don’t pay for health care for their retirees.
On top of this, GM sought to maintain profits by relying on sales of the gas-guzzling sport utility vehicles (SUV’s) and pickup trucks. When gas prices rose several years ago, the market for these vehicles collapsed. Meanwhile, other companies such as Toyota increased their market share by developing and selling smaller, more energy efficient vehicles.

Crisis of Capitalism
But the crowning blow was the crisis of capitalism itself, which has been brought about by the fundamental contradictions of capitalism itself. Private ownership of the means of production has led to the tendency towards overproduction, as workers cannot buy back all they produce. It also has led to a tendency for the rate of profit to fall. In addition, every developing nation feels it must have basic industries, such as an auto industry. This, coupled with the tendency towards overproduction, has created a massive overcapacity in the world auto industry. It is not that this productive capacity is unneeded; it’s that people cannot afford to buy the products at a price that is profitable to the companies. These tendencies have created the ongoing economic crisis, and GM is feeling these tendencies particularly severely, due to the pressures outlined above.
Thus it was that as of June 1, when GM filed for bankruptcy, they had $172 billion in debts and less than half that ($82 bn.) in assets.

Average Wage
When a company files for bankruptcy in the US, their debts and other obligations are “restructured” by the courts. This includes their union contracts. Under the “New GM”, there will be significant cuts in pay, especially overtime pay, etc. Even worse is the procedure for the next contract, due in 2011. Under the court order, if workers don’t accept what GM is offering, the contract negotiations will be decided on by a court-appointed “arbitrator”. This arbitrator will determine what wage is reasonable based on “market forces”. This means that they will take the average wage in the industry and apply it to GM. Obviously, since GM is union, their present wage is higher than the average. Once GM workers’ wages are driven down to the average, then the average decreases. This is simple math.
But the process is even worse. The non-union manufacturers peg their wages to a per cent of the union wage. They know that if their pay is too much lower, then there is an increased threat that their workers will join the union. But as the union leadership holds down wages, then the non-union producers cut back even further. This is especially so in a period of economic crisis such as the present. Already, an internal Toyota memo calls for a one-third reduction in US auto workers’ pay, and Kia is building a plant where starting pay ($14 per hour)  will be about one half of the going wage.

This process is not confined to the US. Some manufacturers are starting to shift production from Mexico to China and other Asian countries. The result is that union leaders in Mexico are pushing through cuts in pay in order to “compete” with their Asian counterparts.

For the last 25 years, we have seen a steady attack on the standard of living of US workers. The present economic crisis is vastly accelerating this attack. Two huge sources of economic security are being taken away – home ownership and employer-provided health care. GM’s bankruptcy symbolizes this.


Alternative

Instead of accepting capitalist worker-vs.-worker competition, the workers’ movement must link a fight against cuts and concessions with a drive to organize the non-union workers and to link up with their counterparts internationally. Teams of the more active UAW members could easily make visits to their non-union counterparts in the US. They could also send delegations to make contact with their brother and sister auto workers in Mexico and elsewhere. In this way, a mass campaign for international solidarity in action, not just words, could be built. If GM workers in any one country has to go on strike, they should strike GM the world over, and do whatever it takes to shut down their operations. This includes plant occupations and mass picket lines.

In addition, the issue of overcapacity must be considered. As they proved during WW II, the auto industry could easily convert to making busses, trains and other means of mass transit as well as other equipment to resolve the crisis of global warming. For this, however, massive public funding as well as a democratically drawn-up plan for production would be necessary. This means linking the struggle in the work place with the wider political struggle. Just as the struggle against wage cuts is inextricably linked with the struggle to organize the unorganized and the struggle for international solidarity in deeds not just words, so the struggle against plant closings and layoffs is inextricably linked with the struggle for socialism.
