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THE 1938 ANNUAL REPORT
OF THE
CHAIRMAN OF GENERAL MOTORS CORPORATION

To Our Stockholders :

There is presented herein a review of the operations of your Corpora-
tion and subsidiary and related interests for the year 1938, together with
a consolidated balance sheet as of December 31, 1938, and a summary of
consolidated income for the year.

MANAGEMENT'S RESPONSIBILITY

The responsibility of an industrial organization to present the impor-
tant facts of the Lusiness to its stockholders has always been fully recog-
nized by the management of General Motors Corporation. The manage-
ment, however, further believes that when the operations reach the scope
and magnitude of those of General Motors, there enters an added responsi-
bility—one to the community at large. Every effort has been made to dis-
charge adequately both of these obligations. It has not been considered
suflicient to present, even in detailed form, just the important facts of a
statistical nature. There also has been presented such salient information
of a general character as should enable the stockholders and the public
at large to obtain as complete an understanding as possible of the Cor-
poration’s position as well as of its operating policies. Any forecast as to
the future, however, is considered undesirable.

The management’s obligation to state its position extends to such
general influences as may, in its belief, alter the Corporation’s opportunity
for constructive accomplishments and hence its contribution to the general
welfare. It extends particularly to such forces as may develop within the
economic area, which are of great importance as affecting the stockholders’
interests. Such influences are reflected in various economic policies that
may be adopted from time to time by the management in the interest of
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ANNUAL REPORT OF GENERAL MOTORS CORPORATION

the business, or as may result from the general industrial trend, or as may
relate to industry by action of Government. Irrespective of their origin, or
whether their influence be favorable or unfavorable as affecting the opera-
tions of the business, it is considered an essential responsibility to inform
the stockholders frankly as to such facts and circumstances.

In accordance with this policy, reports are submitted at the end of
each of the first three quarters of a year outlining the results of each
quarter’s operations, accompanied by such comments as seem pertinent.
These quarterly reports in turn are supplemented from time to time by
messages on special subjects believed to be of importance to the stock-
holders. As soon as possible after the close of the year, an annual report
is submitted, the purpose being to deal comprehensively, in an historical
way, with all the important events that have developed during the year
under review.
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FOR THE YEAR ENDED DECEMBER 31, 1938

1938 IN BRIEF

It is recognized that not all of the Corporation’s large body of stock-
holders will be interested in the detailed presentation and discussion of
the economic trends of the year and the financial and statistical facts and
circumstances contained in the following pages. It must be appreciated,
however, that a full disclosure is essential not only for many who may be
interested but to establish a complete record of the year’s operations. For
the benefit of those who may be concerned only with the more salient
points, the following resumé is presented.

In General:

During the first half of 1938 there was a gradual decline in the demand
for new automobiles and in the sales of the Corporation’s products as ap-
plied to the market of the United States, following the precipitous decline
in December 1937 of about 509 from December 1936. There was a reversal
of the trend in June 1938, however, and consumer demand showed a decided
increase subsequent to the introduction of the 1939 models. In practically
all the markets of the world outside of the United States the demand for
the Corporation’s products continued during the year 1938 with no im-
portant change except one slightly downward.

From the standpoint of the automotive industry, sales in the world
markets during 1938, as measured by new car and truck registrations, were
63.99, of those of the peak year of 1929. This compares with 96.29 for the
year 1037.

Sales:

In Terms of Value—The Corporation produced and sold to its dis-
tributing organizations throughout the world, merchandise with a net value
of $1,066,973,000. This compares with $1,606,789,841 for the year 1937,
a decrease of 33.6%,.

In Terms of Units—The Corporation produced and sold throughout
the markets of the world 1,307,749 passenger cars and trucks. This com-
pares with 2,116,897 for the previous year, a decrease of 38.29,. The manu-
facture and sale of the major products of the Corporation other than auto-
motive likewise showed important declines,

Competitive Position:

During the year the Corporation accounted for 42.99, of the new
passenger cars and trucks sold to consumers within the United States
as against 39.0%, for the vear 1937. A ncw all-time rccord of 44.87, for
passenger cars alone was established in 1938. General Motors accounted
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for approximately 359, of the new passenger cars and trucks sold to con-
sumers throughout the entire world, or practically the same as in the
previous year,

Eamings:

Net earnings available for dividends on the outstanding preferred and
common stocks amounted to $102,190,007. This is equivalent, after paying
dividends on the $5 series preferred stock, to $2.17 per share on the average
number of common shares outstanding, and compares with $4.38 per share
for the year 1937.

Dividends:

There was distributed in dividends a total of $73,564,641 during 1938,
compared with $169,728,081 for the year 1937. Regular dividends of $5.00
per share were paid on the $5 series preferred stock. Dividends on the
common stock amounted to $1.50 per share in 1938, compared with $3.75
per share in 1937.

There was retained in the business for its protection and expansion
$28,625,366, equivalent to $0.67 per share of common stock.

Stockholders:

The net earnings for the year 1938 were participated in by more than
389,000 stockholders. At the close of 1938 the total number of stockholders
was 389,509. This compares with 375,755 at the close of the year 1937.

Net Weorking Capital and Cash:

The Corporation maintained a strong financial position during the
year. Net working capital at the close of the year was $387,243,513, as
compared with $347,216,116 at the close of the year before. Cash and
cash items totalled $242,895,320, compared with $150,884,012 at the close
of 1937.

Plant Development:

Due to the important expansion program inaugurated during 1937 and
because of the subnormal level of business activity prevailing during the
greater part of 1938, there were no major undertakings in the way of
further expansion. The program started in 1937, however, was completed
during the year 1938,

Cost of Government:

The taxes paid or accrued by the Corporation and its subsidiaries to
the various taxing authorities within the United States, including excise
taxes paid on products sold in the year 1938 and in turn passed on to the
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FOR THE YEAR ENDED DECEMBER 31, 1938

consumer, totalled $73,812,000. This compares with $104,959,000 for the
year 1937 and $91,150,000 for the year 1936. Attention is called to the fact
that this includes only those taxes definitely ascertainable. It does not, by
any means, represent the total tax bill.

Taxes paid or accrued in 1938 were lower because of the fact that:
{a) income taxes declined due to the reduction in earnings; (b) excise taxes
which are based on the selling price of products declined because of the
reduction in sales; and (c) social security taxes declined due to the lower
payrolls incident to the reduction in volume, despite the fact that these
tax rates were increased to 49, of payrolls in 1938 as compared with 39
in 1937.

The tax bill definitely ascertainable was equivalent to 72.29, of the
reported earnings in 1938 as compared with 53.49 in 1937 and 38.29, in
1936. It was equivalent to $1.72 per share of common stock in 1938 as
compared with $2.45 for the year 1937 and $2.13 for the year 1936, In
relation to $100 of sales, it was equivalent to $7.95 for the year 1938 as
compared with $7.22 for 1937 and $6.87 for 1936. Based on the avcrage
number of employes on the payroll in the United States, it was equivalent
to $450 for each employe in 1938 as compared with $444 in 1937 and $440
in 1936. The tax bill per $100 of payroll in the United States was equivalent
to $26.83 for 1938 as compared with $24.24 in 1937 and $25.33 in 1936.

Payrolls:

The Corporation dishursed during the year on account of salaries and
wages a total of $300,825,930, The average number of employes on the
payrolls during the year was 189,039. This compares with payrolls of
$460,451,744 and an average of 261,977 employes for the year 1937.

Labor Economics:

Notwithstanding the sharp decline in business activity experienced
during the year, basic hourly wage rates of the Corporation were continued
at the level prevailing in 1937. It was necessary, however, to reduce the
working force and also to shorten working time. The hourly paid workers
in the plants of the Corporation in the United States worked, on the aver-
age, 31.2 hours per week in 1938 as compared with 36.5 hours per week
in 1937.

Regularly employed hourly paid workers in the United States in 1938
received average annual earnings of $1,342, compared with $1,618 in 1937.
The decrease in 1938 was due solely to the reduction in the average number
of hours worked per week. It is noteworthy, however, that despite the
lessened dollar income the average annual earnings of regularly employed
workers in 1938 represented a purchasing power which was approximately
129, greater than their average annual earnings in 1929, the present record
of maximum national productivity.
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Total wages paid to hourly workers in the United States during the
year amounted to $188,899,701 and compares with $336,030,958 for the
year 1937, a decrease of $147,131,257.

At the end of 1938 an announcement was made of Income Security
Plans for the year 1939 designed to stabilize the income of hourly paid
employes through modifying the effect of seasonal fluctuations. These plans
are more fully described on page 47 of this report.

Executive Management Compensation:

The executive management group, as defined on page 40, comprised
181 individuals at the end of the year. Compensation of this group, includ-
ing not only salaries but bonus participation as well, was equivalent to
$0.10 per share on the common stock outstanding, after allowance for
Federal corporate income taxes, as compared with net earnings of $2.17
per share, In 1937 the corresponding item was equivalent to $0.16 per share.
Total executive management compensation, on the basis of $100 of list
price of the Corporation’s products sold, was equivalent to §0.39, as com-
pared with $0.38 for the year 1937. On the basis of each dollar of total pay-
roll, total executive management compensation amounted to 174 cents as
compared with 134 cents for 1937.

Bonus Plan:

As a result of the year’s operations, 78,750 shares of common stock
were set aside under the Bonus Plan. No individual will receive more than
297 of the total bonus fund.

Employes Savings and Investment Plan:

The 1933 Class of the Emploves Savings and Investment Plan ma-
tured at the end of the year. There was distributed early in 1939 a total of
$1,317,787 to those participating in this class, of which the Corporation’s
contribution amounted to $591,847. Since the inception of the plan in 1919,
a total of $249,329,150 has been distributed to employes, of which the
Corporation’s contribution amounted to $105,921,783.

Group Insurance Plan:

Beneficiaries of employes who died during the year received a total of
$2,505,498 through the Group Insurance Plan. In addition, 13,542 employes
received benefits in the amount of $1,115,348 on account of temporary dis-
ability resulting from sickness or non-industrial accidents. The total amount
of benefits paid out under the plan during 1938, therefore, amounted to
$3,620,846. The cost of these benefits was shared by the Corporation and
the employes, with the expense of administering the plan being borne by
the Corporation.
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AN ECONOMIC REVIEW

Before displaying the statistical and financial facts and other important
circumstances reflected in the operations of the Corporation for the year
1938, it is desirable to review, in general terms for the purpose of establish-
ing a suitable background, the various trends of the world’s economy and
certain surrounding influences as they affect the Corporation’s operations.

In the annual report for the year 1937 attention was called to the fact
that conditions in the domestic market differed sharply from those in other
areas of the world and that the second half of the year in the United States
was characterized by an entirely different trend from that existing during
the first half. Following the sharp decline in business activity in the United
States during the latter part of 1937, industrial production remained at sub-
normal levels during the first half of 1938, Beginning in June, however, there
was a reversal of the trend. Industrial production began to move upward
and at a rather rapid rate. This continued throughout the remainder of the
year., Overseas industrial production as a4 whole also declined during the
first half of 1938, reaching the low point for the year in July. Since that
month, industrial activity overseas has increased.

With respect to the automotive industry, consumer sales in the United
States, notwithstanding the drastic decline of about 509, in December 1937
from the same month of the previous year, still continued to decline, season-
ally considered, month by month, during the first six months of 1938. After
that, a reversal took place in accordance with the general trend of industrial
production. Due to the fact that in the latter part of the vear the trend of
consumer sales in the automobile industry is so affected by the introduction
of the following vear's models, it is difficult to determine, statistically, just
what the real trend of consumer demand actually is from month to month.
It seems reasonably clear, however, that there was an important improve-
ment during the second half of 1938, probably one in normal relationship
with the increase in general business activity.

The trend in all major markets outside of the United States followed
an entirely different course. Registrations of cars and trucks in these mar-
kets declined only about 5%, during the year, the greater decline occurring
during the second half. The only major foreign markets of the world that
experienced substantial reductions in new car and truck registrations during
the year were those of Canada and the British Isles. Reflecting the sharp
decrease in registrations within the United States, however, registrations
for the year, taking the world as a whole, were substantially lower than
for the previous year.
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The record of the world’s economy covering the years 1937-1038
demonstrates that the business reverse experienced in the United States
in no sense reflected a world condition, notwithstanding the political and
economic disturbances through which the world has been passing. It was
a condition peculiar to the United States, caused by economic policies and
circumstances specifically confined to the United States. That fact stands
out crystal clear. In the annual report of 1937 certain influences that may
have contributed to this decline were discussed at length. In view of the
fact that the year under review was marked by a continuation of the same
influences, followed by the adjustments which invariably take place, noth-
ing further need be said specifically on that count at this time.

The better conditions prevailing during the second half of the year,
as will be seen later in this review, had a very important effect upon the
record of the Corporation for the year. Manifestly, it is impossible to de-
termine at this time the form that the current recovery movement ulti-
mately will take. The future alone can determine whether the recovery will
be confined to a revival of the consumer goods industries and thus be defi-
nitely limited with respect to both scope and time, or whether it will broaden
out into a general recovery movement along a wide front and over a pro-
tracted period of time. The record demonstrates that good business in the
United States never has been long sustained without the active support of
the capital and durable goods industries which normally absorb about one-
half of the country’s industrial workers. Manifestly, a broad expansion in
the production of capital goods involves the question of forward planning,
the establishment of additional industries to make new things, expansion
of present industries to make more things and the re-equipment of existing
produciive [acilities with new and better instruments of production to
reduce costs and selling prices. All that involves and necessitates confidence
in the long-range position, both from the standpoint of reasonable profits
and the security of capital invested. This, in turn, is importantly affected
by the attitude of mind of the constructive forces of the country as to the
conditions under which industry is to operate, and particularly the attitude
of the Government as affecting the national economy—will it be a sym-
pathetic and constructive influence, or otherwise? The answers to these
questions appear, at the moment, entirely within the realm of conjecture.
But be that as it may, they will determine, in the final analysis, whether
the present movement takes the form of a broad expansion along a wide
front or whether it is confined to the production cf goods and services of
the consumer type, and hence limited with respect to scope and duration.

There is no doubt that the fundamentals of a broad and sound expan-
ston exist in abundance today. In particular, the need becomes more and
more pressing to rebuild, in whole or in part, America's producing plant
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with those new and more efficient instruments of production which are now
available as a result of the technological progress of the past few years. A
study in 1935 indicated that at that time 659 of the production equipment
involving the metal goods industries was ten years old. It may well be said,
as a general statement, that today a large part of America’s producing
plant is obsolete. There is a great opportunity, as well as a great necessity,
of stimulating the use of the new and more efficient instruments of produc-
tion which will result in reducing the costs of consumer goods and services;
thus permitting their sale at lower prices which in turn will result in the
expansion of the production of consumer goods by bringing them within
the reach of a greater number.
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AN OPERATING REVIEW
PART |

CAR, TRUCK, BODY AND ACCESSORY OPERATIONS

The world trend, so far as the unit volume of the automotive industry
is concerned, is indicated by the following summary:

RecisTraTiONS OF NEW Cars AND TRUCES oF ALL MARES
IN Major MARRETS OF THE WORLD

Foreign Markets

United States British Total Entire
Year and Canada Isles Germany Other Foreign World

1929 4,611,798 242,521 138,282 1,010,286 1,391,089 6,002,887
1930 3,167,540 229,818 96,090 688,065 1,013,973 4,181,513
1931 2,305,346 210,254 68,343 502,115 780,712 3,086,058

1932 1,326,959 212,717 48,276 385,055 646,048 1,973,007
1033 1,786,344 251,118 92,270 419,973 763,361 2.549.705
1934 2.364.820 313,865 150.320 573,837 1,038,031 3402851

1935 3,352,838 367,678 201,225 641,680 1,210,592 4,563,430
1936 4,130,702 413,729 245,058 725,483 1,384,270 5,514,972
1937 4,250,501 420,126 244,450 859,397 1,523,973 5,774,474

1938 2,384,429 370,696 248,781 833,373 1,452,850 3,837,279

There is an important difference in the trend of registrations, or con-
sumer sales, in the various marketing areas of the world, as indicated in
the following table:

New Car and Truck Registrations

Volume in Volume in 1938
Best Year 1938 as 9 as 9, of
Prior to of Best Year
Major Markets 1938  Prior to 1938 Year 1937  VYear 1929
United States............... 1929 51.29 55.09, 51.29,
Canada..................... 1928 61.1 86.2 62.5

Total United Statesand Canada 1929 51.7% 56.1% 51.7%

Foreign Markets:

British Isles............... 1937 88.297, 88.2%, 152.99,

Germany . ................ 1936 101.5 101.8 179.9

Other Foreign Markets. . . .. 1929 82.5 97.0 825
Total Foreign Markets....... 1937 95.3% 95.3% 104.49,
Entire World................ 1929 63.9% 66.5%, 63.99,
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Registrations declined in 1938 in each of the areas indicated with the
exception of Germany. The most severe decline took place within the
United States, where registrations in the year under review were only
55.09% of those in the previous year and 51.29 of the year of highest
volume, 1929. In Canada, where the business recovery from 1932 through
1937 was not as rapid as in the United States, but more consistent, regis-
trations in 1938 amounted to 86.29, of those in 1937 and 61.19 of the
record vear, 1928. Previous annual reports have remarked upon the rapid
expansion of the automotive markets in the British Isles and in Germany.
In 1938, however, sales in the British Isles declined 11.8%, from the previous
year, thus failing for the first time since 1932 to establish a new sales record;
however, 1938 was 52.9%, higher than 1929, the year of greatest produc-
tivity in the United States. In Germany a new record was established in
1938, slightly exceeding the previous record year of 1936, Overseas markets,
outside of the two specific areas just mentioned, showed a decline of only
3.09, from the previous year and were 82.5%, of the best year previous to
1938, namely, 1929. Taking the entire world, 1938 registrations amounted
£0 66.5%, of those in 1937 and 63.99, of 1929, the year of greatest world
production.

Sales statistics in terms of doilars are not available for the world at
large. Attention has been called in previous annual reports to the fact that
there has been a steady decline over the years in the average retail selling
price per unit. The average selling price per unit in 1938 was substantially
lower than in 1929. There has not been any important change, however,
in 1938 as compared with 1937, or as compared with any of the previous
five years.

The Corporation’s total net sales throughout the world, automotive
and otherwise, amounted to $1,066,973,000 during the year under review.
This compares with $1,606,789,841 for the year 1937, a reduction of 33.69).
These net sales exclude all inter-company and inter-divisional transactions.
They also exclude sales of Adam Opel A.G. and Vauxhall Motors Ltd., for
the reason that these operations are not consolidated in the Corporation’s
accounts.

The Corporation’s total sales of cars and trucks in units, including Opel
and Vauxhall, to dealers throughout the world, as distinguished from
dealers’ sales to consumers, amounted to 1,307,749 for the year 1938. This
compares with 2,116,897 units for the year 1937, the year of record sales,
and with 2,037,690 units for the year 1936. The record year prior to 1936

was the year 1929, during which 1,899,267 units were produced and sold
to dealers.

During the year 1938 the Corporation produced and sold approxi-
mately 339 of the entire world’s sales of passenger cars and trucks. This,
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however, is not a new all-time record. During the year 1936 approximately
379, of the entire world’s sales of passenger cars and trucks to consumers
was accounted for by the Corporation. The trend of the Corporation’s
proportion of total world sales is importantly affected by the changing
relationship of cars and trucks of American origin as compared with those
of foreign origin, because of the fact that the Corporation’s position as a
foreign producer is less important than as an American producer; hence,
as sales from foreign sources increase in relation to sales of American origin,
its percentage of the total sales, except to the degree that it is offset by a
gain in its production overseas, must necessarily decline.

In view of the Corporation’s world-wide position and the important
part that its overseas operations play in its general scheme, it is believed
that a more comprehensive picture can be presented by considering the
domestic operations and overseas operations separately.

DOMESTIC OPERATIONS

The trend of the automotive industry in the United States and Canada
ig shown in the following table:

UNITED STATES AND CANADA

CARS AND TrRUCKS PRODUCED BY THE INDUSTRY

Estimated Retail

Year Units Sales Value
1929, ... ... 5,621,715 $5,147,000,000
L9300, sy v s b e 3,510,178 3,060,000,000
1931, ...t 2,472,359 2,053,000,000
1952, . i i 1,431,467 1,149,000,000
1033, ... .. 1,985,909 1,450,000,000
1034 © oo v s e v 2,869,963 2,258,000,000
O3S e i i 4,119,811 3,213,000,000
1936. .. ... .. ... ... .. 4,616,274 3,781,000,000
1937, .. 5,016,437 3,966,000,000
1938............. RSP 2,655,777 2,173,000,000

It will be noted that 2,655,777 units were produced in the United States
and Canada in 1938 as compared with 5,016,437 in the previous year. This
represents a decline of 2,360,660 units, or 47.19. The estimated retail
sales value of the cars and trucks produced during the year under review
was $2,173,000,000, or 45.29, below that of the previous year. Compared
with 1929, the year of largest volume in the United States and Canada, the
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estimated retail sales value of the industry’s production in 1938 declined
57.89%, while the unit volume decreased 52.89,.

From the low point of the industry’s production reached in the United
States and Canada in the year 1932, when total unit production was
equivalent to 25.5%, of the record 1929 level, improvement was shown each
year through 1937, reaching for that year 89.29, of the 1929 level, and on
the basis of estimated retail sales value, 77.19; of that level. Therefore,
1938, the year under review, showed the first reversal of the recovery
movement.

The above tabulation is not completely indicative of the domestic
trend inasmuch as the data deal with production and do not reflect the
varying percentages of cars produced in the United States and Canada for
export from year to year. In 1938 there were exported from United States
and Canadian sources to all overseas markets 372,339 cars and trucks, as
compared with 527,755 in 1937, a decline of 29.59%,. Therefore, although
production as a whole declined 47.1% in 1938 as compared with 1937,
production for domestic consumption, i.e., within the areas of the United
States and Canada, declined 49.19,.

The statistics just disclosed, as before stated, are based upon produc-
tion of United Stutes and Canadian plants and upon the sales of such
production to dealers throughout the world. They constitute one of two
bases by which the trend of the industry is usually measured. The other is
that of registrations of new cars and trucks by consumers. On this latter
basis, registrations of cars and trucks in the Unifed States in 1938 declined
45.09%, as compared with 1937, whereas there was a decline of 50.1%, in
unit production for domestic consumption within the United States. The
discrepancy is due to the fact that dealers’ stocks at the beginning of 1938
were abnormally high as a result of the sharp decline in consumer sales in
the latter part of 1937, the full extent of which could not have been antici-
pated. New car and truck registrations in the year 1938, therefore, include
an abnormally large proportion of units which were produced during the
last quarter of 1937 but were in dealers’ inventory as the industry cntered
the year 1938,

Passing from the statistics of the automotive industry as a whole to
those of the Corporation, during 1938 the Corporation produced and sold
to its dealers within the United States 935,163 cars and trucks. This repre-
sented a decline of 44.3%, from sales of 1,680,024 units during the year 1937
and comparcs further with record sales of 1,682,594 units in 1936,

In terms of sales through its dealer organizations to consumers, the
Corporation delivered in the United States 1,001,770 cars and trucks during
the year. This compares with 1,594,215 units during the year 1937, a reduc-
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tion of 37.29%, and with the record of 1,720,213 established in 1936. The
record year prior to 1936 was 1929 when 1,498,792 units were delivered to
constimers by the Corporation’s dealer organizations.

The competitive position of the Corporation in the United States,
based upon registrations of new cars and trucks, advanced from 39.09; in
the year 1937 to 42.99, for the year under review. This represents as high
a percentage of consumer sales, as measured by registrations, as the Cor-
poration has ever enjoyed—1933 also showing 42.99,. The Corporation’s
percentage of consumer sales, as measured by registrations of passenger cars,
of 44.8Y), was the highest ever attained in the Corporation’s history.

OVERSEAS OPERATIONS

It is undoubtedly a fact that international trade, since it affects the
domestic economy of the various nations of the world, is not only & matter
of prime importance from the standpoint of both its economic and its polit-
ical consequences, but also is in every sense of the word one of the major
problems of the day. General Motors Corporation is concerned with inter-
national trade, both as an exporter of its domestic products and as a prime
producer in two important foreign manufacturing countries for consump-
tion within those countries as well as for export from those countries into
overseas areas other than the United States and Canada. The reasoning
behind the Corporation’s manufacturing policy has been fully outlined in
previous reports, but in view of the importance of the matter there is
reproduced below in part what was stated in the report of 1937 in relation
to the subject:

““The fact is not generally recognized that there is a marked
difference between the engineering conception of automotive prod-
ucts as manufactured in the United States and those produced in
other manufacturing countries. This is because of the necessity of
adapting the engineering design to the economic standards of the
market. Domestically, the demand is for cars of ample size with
a relatively large ratio of power to weight—high performance
characteristics. In certain overseas countries smaller cars with less
horsepower in proportion to their size are essential because of the
requirements of lower costs of operation and relatively lower first
cost, especially giving weight to the higher taxation from the
standpoint of both the right to use as well as the cost of using.
Therefore, the Corporation in developing manufacturing plants
overseas is supplementing and expanding its activities, rather than
competing with its domestic factories.

“During the past decade the trend of the world's absorption
of automotive products with relation to the countries of origin has
been undergoing an important change. There has developed an
increasing tendency toward local manufacture on the part of the
industrial and manufacturing countries throughout the world.
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Certam important markets, that in the earlier days of the industry
provided excellent opportunities for export from the United States
and Canada, are now practically closed to cars of such origin.

“Anticipating the influence of the trend toward local manu-
facture, and having established effective distributing organizations
for the sale of its products throughout all the countries of the
world, about twelve years ago a policy was adopted of broadening
the source of supply of cars and trucks by engaging in manufac-
turing operations in countries strategically located.”

The industry’s sales of cars and trucks to consumers outside the United
States and Canada, from all production centers, for the ten years ended
in 1938 are shown in the following summary. There also is shown the per-
centage of the sales in these overseas markets accounted for by cars of
United States and Canadian production.

TOTAL SALES OF THE INDUSTRY OUTSIDE
OF THE UNITED STATES AND CANADA

BaseEp oN RecisTrATIONS OF NEw Cars anND TRUCKS

Total Foreign American American

Overseas Manufactured  Manufactured Cars % of
Year Sales Cars Cars Total

1020 ... .. eaa... 1,391,089 665,970 725,119 52.19,
1030, ... ... .. ..., 1,013,973 593,671 420,302 41.5
1931.............. 780,712 533,580 247,132 317
1932, ...l 646,048 521,732 124,316 19.2
1033, ias i e . 763,361 617,123 146,238 19.2
1934, . ............ 1,038,031 763,737 274,294 26.4
1935, i i e s & 1,210,592 870,482 340,110 281
i936.............. 1,384,270 1,007,460 376,810 27.2
1937.............. 1,523,973 1,065,607 458,366 30.1
1038, .. ..., 1,452,850 1,063,524 389,326 26.8

Total sales to constumers outside of the United States and Canada in
1938 decreased 4.7, as compared with 1937. Sales of foreign origin decreased
slightly, while those of United States and Canadian origin declined 15.19,.
Therefore, the latter accounted for only 26.8%, of total overseas sales in
1938, compared with 30.197 in 1937 and with the record of 52.19} in 1929.
The unfavorable comparison of 1938 with 1937 on the part of United States
and Canadian products was due largely to the fact that there was an in-
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creage in the French, Italian and German markets (not open to American
products) and that certain other markets where American products can
not compete held up relatively better than the balance of the world.

The decline in the competitive position of cars of United States and
Canadian origin in the overseas markets started with the depression of
1930. It was due to the sharply curtailed sales in markets in which the
American car had a predominating position. Superimposed upon this was
the rapid development of production in foreign manufacturing countries.
As world economic conditions improved, there resulted an expansion of
the markets in which the American car predominated, hence an increase
in their total absorption of the overseas markets as a whole. This was offset
by the more intensive development of production in foreign manufacturing
countries which was supported by exchange restrictions, embargoes, etc.
The latter circumstances may be expected to continue to prejudice the
position of cars of United States and Canadian origin. Under present con-
ditions it is unlikely that the competitive position of the American cars
will ever again reach that attained during 1929 or previous years in the
world’s markets outside the United States and Canada.

The Corporation’s overseas sales in value and sales of cars and trucks
on a unit basis are shown in the following tabulation:

General Motors Total Overseas Sales

Number of Ametican
Total Nurnber American Source Source
Net Sales of Cars and Cars and Trucks as % of
Year Wholesale Trucks Sold Included in Total Total
1930........... $155,728,304 164,112 129,029 78.0%,
1931, .......... 110,525,817 125,600 86,581 68.9
1932, .......... 64,722,593 77,159 40,706 52.8
1933, .......... 104,629,754 119,989 54,978 45.8
1934 . .......... 202,263,625 220,560 110,918 50.3
1035........... 248,088,354 284,281 134,858 47 .4
1936, .......... 282,968,935 324,758 154,194 47.5
1937 s s voee 335,679,074 363,508 179,841 495
1938 . .......... 334,429,443 354,188 154,951 437

Thus the number of cars and trucks sold overgeas by the Corporation
in 1938 declined only 2.69, from those sold in 1937 as against a decline of
4.79%, for the industry as a whole. This decline was accounted for entirely
by a decline of 13.8%, in the sales of units of American origin—the reason
for which has already been discussed. General Motors subsidiary units in
the British Isles and Germany increased sales by 8.59%,.
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General Motors proportion of total industry overseas sales, meaning
markets outside of the United States and Canada, for the ten years ended
in 1938 is shown in the following tabulation:

General Motors Proportion of:

Cars and Trucks
All Cars and  Cars and Trucks Produced in the
Trucks Sold Produced and Sold  U. S. and Canada

Year Overseas Overseas and Sold Overseas
1020, ...... 21.09 4.19% 36.49,
1930....... 16.7 5.5 325
1631....... 16.5 7.1 36.9
1932....... 12.7 7.0 36.6
1033....... 15.9 10.7 37.7
1934....... 20.3 13.8 384
1935....... 229 16.3 39.7
1936....... 23.0 16.4 40.9
1037....... 229 16.4 37.9
1938....... 23.7 17.7 40.1

The increase in General Motors proportion of United States and
Canadian cars and trucks sold overseas in 1938 as compared with 1937 is
due to the fact that in 1937 the Corporation’s position was prejudiced by a
suspension of production on account of a strike.

It is clear that the policy adopted by the Corporation has resulted in
not only expanding but actually improving both its absolute position and
its competitive position outside of the United States and Canada. In other
words, the gradual increase in the Corporation’s propottion of units pro-
duced overseas has offset the declining position of the cars and trucks of
United States and Canadian origin in those markets, with the result that
its percentage of the total overseas market has been well sustained.

As to Germany:

In 1938 the German automotive industry established a new record of
volume for the fifth consecutive year. Total unit sales of 326,919 cars and
trucks in 1938 exceeded the previous year’s sales by 14,027 units, or 4.59%.
Domestic sales increased slightly while export sales increased 14.29;,

In the 1937 Annual Report, attention was called to the fact that the
record of that year, and it is equally true as to 1938, did not reflect the full
possibilities with respect to German domestic consumption because restric-
tions placed upon the use of raw materials in the automotive industry
prejudiced production for domestic consumption. On the other hand, there
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were no such restrictions applicable to production for export. Export sales,
therefore, as a percentage of the total, showed the highest relationship of
any year.

The following summary shows the number of cars and trucks produced
and sold, both domestically and for export from Germany, during the
ten year period ended in 1938:

GERMANY

NuMBER 0F CaRS AND TRUCKS SOLD BY THE INDUSTRY

Total Domestic Export Export
Year Sales Registrations Sales % of Total
1929 ... ... 146,006 138,282 7,784 5.39%
1930 i v L 101,755 96,090 5,665 5.
1931, ............ 79,563 68,343 11,220 14.1
1932, .. .. .. ol 58,280 48,276 10,004 17.2
1933, .. ... .. 104,449 92,270 12,179 11.7
1934, ... ... 163,366 150,329 13,037 8.0
1935.. .. ... ... 224,568 201,225 23,343 104
1936., ... ......... 281,174 245,058 36,116 12.3
1937.............. 312,892 244,450 68,442 21.9
1938.. . .. o 326,919 248,781 78,138 23.9

The following summary shows the unit sales of Adam Opel A.G., the
Corporation’s subsidiary in Germany, for the last nine years:

ADAM OPEL A. G.

Numeer or Cars anp TruUcks SoLbp

Total Domestic Export Export
Year Sales Sales Sales %, of Total
1930.............. 26,312 24,966 1,346 519,
1933, oot o s v 26,355 19,263 7,092 26.9
1932, .. ..o 20,914 14,110 6,804 32.5
1933...... ... ..t 39,295 31,623 7,672 19.5
1934, ... ... ... 71,665 63,219 8,446 11.8
1935........ il 102,765 01,459 11,306 11.0
1936.............. 120,397 104,692 15,705 13.0
1937.............. 128,370 95,759 32,611 25.4
1938.......00ve e 139,631 103,187 36,444 26.1

Adam Opel A.G.'s proportion of the automotive business in Germany
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for the year 1938 was 37.19; as compared with 37.09, for the year 1937
and 42.29, for the record year of 1935.

As to the British sles:

Unit sales of the automotive industry representing cars and trucks
produced within the British Isles declined 12.29%, in 1938, as compared
with 1937. This was the first year since 1931 in which unit sales failed to
exceed those of the previous year. As a matter of fact, both domestic regis-
trations and export sales from sources within the British Tsles declined
during 1938, as shown in the following summary:

BRITISH ISLES
NumpBeR oF Cars anD TRUCKS SOLD BY THE INDUSTRY

Total Domestic Export Export
Year Sales Registrations Sales 9, of Total
1929, ... ....... 276,285 242,521 33,764 12.29,
1930...... .. ... .. 251,066 229,818 21,248 8.5
1931.. ... ... .. 226,905 210,254 16,711 74
1032 v v s 247,414 212,717 34,697 14.0
1933, ... .. ..., 297,973 251,118 46,855 15.7
1934.. ... .. ... ... 367,380 313,865 53,515 14.6
1935.... .. ..., 432,549 367,678 64,871 15.0
1936....... ... ... 486,892 413,729 73,163 15.0
1937.............. 508,340 420,126 88,214 17.4
1938.. . ... ... .. .. 446,151 370,696 75,455 16.9

Sales of the Corporation’s English subsidiary, Vauxhall Motors Ltd.,
for the year under review and for the previous nine years are shown in the
following summary:

VAUXHALL MOTORS LTD.
NuMBER oF Cars anp TrRUcks SoLp

Total Domestic Export Export
Year Sales Sales* Sales 9, of Total
1920, ... ..., 1,387 1,229 158 11,49,
1930.............. 8,930 8,713 217 2.4
1931.. ... ... .. ... 14,836 13,266 1,570 10.6
1932, ... .. ..., 16,329 10,020 6,309 38.6
1933.............. 27,636 19,157 8,479 30.7
1934.. ... .. ... .... 40,456 26,193 14,263 35.3
1935.............. 48,671 33,357 15,314 31.5
1936.............. 50,704 36,068 14,636 28.9
1937... ... ... ..., 59,746 39,068 20,678 34.6
1938.. ... ... ... 60,111 39,840 20,271 33.7

*Domestic Sales in the United Kingdom,
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Unit sales of Vauxhall Motors Ltd. totalled 60,111 in 1938, sub-
stantially equivalent to those of the previous year. Of these, 39,840 units
were sold domestically and 20,271, or 33.79,, were exported.

Attention has been called in previous reports to the fact that the
opportunity of Vauxhall Motors Ltd. for obtaining an important part of
the automotive business within the British Isles was prejudiced in that it
had not been able to compete in certain large volume areas of the market.
Its competitive position, therefore, has been far less favorable than that
shown by the Corporation in other markets of the world, or by Adam Opel
A.G. in Germany. It has been previously stated, however, that engineering
developments were under way that should result in improving the com-
petitive position of Vauxhall Motors Ltd. by enabling it to compete for a
larger share of the market. This program progressed to an important extent
during the year 1938. The competitive position of Vauxhall Motors Ltd.,
in the domestic market, improved during the ycar 1938 to 10.797, the most
favorable position that it has yet attained, and compares with 9.39, for
the previous year.
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AN OPERATING REVIEW
PART I

GENERAL ENGINE AND HOUSEHOLD APPLIANCE OPERATIONS

The purpose of this particular section is to present such developments
as occurred within the year, other than those involving the Corporation’s
car, truck, body and accessory operations, as already discussed. It is not
intended to deal specifically with each operation in each of these groups,
but rather to report such facts and circumstances of a more or less unusual
as distinguished from those of a routine character, and, in the case of the
new activities, to report their progress until they become established as
a constructive and productive addition to the Corporation’s activities as
a whole,

Speaking generally, and as applied to all operations within these groups,
1938 was a year of evolution rather than one of revolution. By this is meant
that constructive progress was made on all fronts, but there were no un-
usual facts and circumstances that need be specifically dealt with at length;
therefore, the review for 1938 need only be general in character.

GENERAL ENGINE GROUP

Recent annual reports have traced the evolution of the Corporation’s
activities in the design and production of Diesel engines. In the 1937 Annual
Report there was outlined at length an important step forward made during
that year, in the way of a broader organization and plant development for
the purpose of dealing more constructively and aggressively with the prom-
ising opportunities lying ahead of the Corporation in this line of activity.

There has been very encouraging progress in the application of the
Dicscl idea to transportation by rail. The year has shown a broadening ac-
ceptance of the economies and other advantages of the Diesel locomotive
as applied to main line operation as well as for switching purposes. A new
high speed Diesel freight locomotive, designed especially for fast and con-
tinuous service, will soon be available, With this step accomplished, it will
be possible to completely equip with Diesel service a division or complete
line, entirely eliminating the costly stand-by services now essential in the
use of the steam locomotives, Contrary to the general trend reflected in all
the Corporation’s activities, as already discussed, the volume of business
of Electro-Motive Corporation, the unit which designs and builds the Cor-
poration’s Diesel locomotives, showed an increase over the preceding year.
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In other applications of the Diesel principle gratifying progress, like-
wise, has been made. The acceptance of a Diesel engine as an economical
and desirable power-producing unit is gaining rapidly, as is evidenced by the
broadening demand and increasing scope of its applications.

HOUSEHOLD APPLIANCE GROUP

In common with the operations of the other groups now being dis-
cussed, the year 1938 saw the programs of the previous years carried for-
ward. There was no outstanding expansion of products and, due to the
economic conditions prevailing, no demand for increases of capacity. All
operations showed a sharp reduction in volume in line with the trend of
general business activity.

» 26 «



FOR THE YEAR ENDED DECEMBER 31, 1938

MOVING FORWARD

Notwithstanding the political and economic uncertainties which have
surrounded the future of industry for some years past, and which have
exerted a profound influence in limiting expansion in many different ways,
General Motors Corporation has not deviated from the policy it has fol-
lowed down through the years. It has not hesitated to invest the capital
essential to maintain the efficiency of its manufacturing operations. It has
in all cases expanded its plants when justified by the possibility of increased
sales. It has not hesitated to broaden its line of products when constructive
opportunities presented themselves. It has continued its research and en-
gineering activities aggressively for the purpose of increasing its efficiency
and developing new and useful things.

Expressing this policy in terms of capital investment applicable to its
plant accounts, as well as to tools, dies, etc., specifically related to its yearly
product program, for the five years ended December 31, 1938, practically
the recovery period following the world depression, a total of $397,809,536
has been invested in the business for the purpose described in the previous
paragraph. Of this, $253,311,362 was expended for plant construction and
for the purchase of real estate and equipment, and $144,498,174 for those
special tools which are written off as a part of the cost of production applic-
able to a particular model.

The annual report of 1937 explained in detail such expansion programs
as were in process during that year. All of these were completed during the
year 1938. In view of the fact that the latter year was one of subnormal
activity, the question of further plant development on a broad scale did
not arise. Gross plant expenditures totalled $32,598,650 in 1938. In addi-
tion, the Corporation spent $33,321,096 for special tooling principally to
bring into production its 1939 products.
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PRODUCT EVOLUTION

In the 1937 Annual Report there was outlined in considerable detail
the general product policy of the Corporation, including the considerations
involved in determining the policy of the Corporation as the scope of its
activities are broadened. Growth and development are matters of great
importance to any virile and aggressive industrial organization. As a matter
of fact, they are vital to any such organization because unless it goes for-
ward it must go backward. Likewise, they are matters of considerable im-
portance to the economy as a whole, because they influence directly the
well-being of every member of the community.

There were no important developments in 1938 in the way of an ex-
pansion of the Corporation’s products from the standpoint of new things to
make. So far as the evolution of its current products is concerned—those
developed and put in production during the year 1938 applicable to 1939—
the management is confident that they measure up to the high standard
of excellence, and that there is embodied in them the essential progress
that the stockholders and the public have been led to expect as a result of
the record 'of many years standing.

The importance of an aggressive capitalization of the technological
progress of industry has been emphasized many times in many different
ways, and it is again repeated here due to its paramount importance.
Through increased efficiency of both manufacturing processes and engi-
neering design, costs are reduced. It will be recalled that this policy, which
has been a continuing one down through the yvears, was limited, so far as
1938 products were concerned. A very rapid increase in both material and
labor costs within a short period of time could not be offset by increased
efficiency and, therelore, there was nececssitated in 1938 an increase in
selling prices of about 99,.

As applied to 1939 increased efficiency in methods and the use of ma-
terials, together with reduced material costs, permitted a resumption of the
downward course of prices in relation to value through a reduction in the
selling prices of passenger cars of approximately 5%.
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MANAGEMENT AND OWNERSHIP

The relationship of management and ownership in modern industry is
an interesting subject. And it is of particular consequence in view of the
general interest and importance that surrounds industry’s problems and
policies in the discussions of the day. Therefore, a statement as to the
position of General Motors Corporation might be both interesting to the
stockholders and timely as well.

Due to the force of economic necessity and through a process of evolu-
tion, the units of industry have become larger and larger. This is because of
the continuously broadening market for industry’s products and services
resulting from the production of more useful things at continually lowered
prices. There is superimposed upon this evolutionary process the additional
influence of an increasing integration of manufacturing processes involved
in mass production. The effect of such an evolution on the capital stricture
is to require ever increasing amounts of capital. It is inevitable, therefore,
that the old concept of individual ownership in mass production industries
is no longer applicahle. The position is being approached, even if it has not
already been reached, when management, speaking in the broad sense, has
become largely divorced from ownership in the mass production organiza-
tions of the industry of today. And while this may apply particularly to
the United States, due to the larger markets that industry has enjoved,
the general trend is not essentially different in the other industrial countries
of the world.

The problems that arise out of this evolutionary process are both
social and economic in character. Is the responsibility of management as it
assumes the role of a trusteeship likely to be as adequately discharged both
in the public interest and in the interest of the business itself, all things
considered, as where management and ownership are synonymous? It is
not within the province of this annual report to present the philosophy in-
volved in this particular question. But it is desirable that the facts be
stated as they exist, so far as General Motors Corporation is concerted,
leaving the interpretation of the facts to the judgment of those who may
be concerned therewith.

General Motors differs quite outstandingly from other large units of
American industry in respect to the subject now being discussed. Owner-
ship represented in the executive management of the Corporation exists to
an unusual degree. While such managerial ownership may not bulk very
large on a percentage basis, due to the large aggregation of capital in-
volved, yet if it is to be assumed that the respensibility of any manage-
ment to any business cause has any relationship whatsoever to the personal
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stake involved in that cause, then that relationship is important in the
instance of General Motors Corporation.

Among the thirty-one Directors, fifteen are directly concerned with and
devote all their timme to the management of the Corporation’s affairs, This
particular group owns and controls 1,869,300 shares of General Motors com-
mon stock which at $50 per share, the closing market price on December
31, 1938, represents an investment of $93,465,000. Five other members of
the Board not directly concerned with the operating management, own
932,300 shares, representing an investment of $46,615,000 at $50 per share.
Six other members have holdings of 299,200 shares, an investment of
$14,960,000 at $50 per share, and also represent the large stock interest of
the E. 1. du Pont de Nemours & Company. The remaining five members
are neither concerned directly with the management nor are they the owners
of a large amount of stock but are members of the Board because of their
ability to contribute to the general progress of the business.

In addition, approximately 3,300 individuals in the supervising group
within the operating organization, who devote all their time to its service,
are owners to the extent of 1,089,500 shares, an investment of $54,475,000.
Thus there is directly involved in ownership management in General Motors
Corporation, a total of 4,193,000 shares, an investment of $209,650,000.

While it may be accepted as a fact that the larger individual holdings
are likely to be redistributed through the evolution of time as new execu-
tives take the place of those who must necessarily pass on, yet through the
operations of the Bonus Plan, management ownership is being constantly
expanded as new participants develop and present participants advance to
positions of greater responsibility.

The operating management group of General Motors Corporation has
a very real personal stake in the success of the enterprise.
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THE BALANCE SHEET

Manifestly, the balance sheet, with the accompanying summaries of
income and surplus, are important parts of any annual report. Full details
have been presented to the stockholders as to the policies upon which the
statement of the various important items are based, as well as to the reason-
ing supporting those policies. In view of the fact that the Corporation’s ac-
counting practices and the accounts themselves are subject to the review
of its independent certified public accountants, Messrs. Haskins & Sells,
and are supported by their certificate—the practice of many years stand-
ing—it has appeared somewhat superfluous heretofore to go into details as
to how the various items in the financial statements were established, in
relation to the policies laid down for their determination as described in
the sections of the various annual reports under “A Financial Review.”
Perhaps a complete statement on this score would be desirable at this time.

The management of General Motors Corporation is based upon a
policy of decentralization with the necessary coordination. Each operating
unit or subsidiary is, in general terms, self-contained, so far as its func-
tional activities are concerned. As a part of each such self-contained unit
there is a Comptroller who has charge of accounts and accounting prac-
tices. The Comptroller operates under the control of the chief executive
of the unit as to operations but he is under the supervision of the Cor-
poration’s Comptroller so far as accounting practices are concerned. In
the central authority, which is the coordinating agency comprising the
Corporation’s chief executive officers and the various functional staffs,
there is a financial staff. This comprises, among other things, a comp-
troller’s activity and an auditing activity. The operations of the auditing
activity are very broad in scope. All operations of the Corporation, whether
divisions or subsidiaries in form, whether domestic or overseas in loca-
tion, are being constantly checked by a force of the Corporation’s own
traveling auditors, entirely outside the jurisdiction of the operating units
themselves, subject solely to the supervision of the Corporation’s general
auditing activity.

In addition to this, there is superimposed upon the auditing function
of the coordinating authority and, likewise, on the auditors of the individual
units, the auditing staff of Messrs. Haskins & Sells. The responsibility of
these certified public accountants has not been limited in any way as to
the scope of their examination. The management has talken the position
that the paramount issue is accuracy, both with respect to the proper
administration of the policies established as well as from the standpoint
of sound accounting practices underlying such policies.
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In accordance with the above plan, the practice of Messrs. Hasking &
Sells is to examine or test the accounting records of the Corporation and
its divisions and subsidiaries and other supporting evidence, to make gen-
eral reviews of their accounting methods and operating accounts, to review
the methods of internal control, and to certify that the Corporation’s
annual consclidated financial statements have been prepared in accord-
ance with accepted principles of accounting. Further, it is the practice of
the Corporation to require each operating unit, wherever it may be located,
to take an inventory once a year. Such inventories are taken under the
general observation of Messrs. Haskins & Sells—not to the extent, how-
ever, that every individual item is determined and validated, but rather
from the standpoint that tests are made on a sufficiently broad basis to
demonstrate the validity of the total. This has been the practice over
many years.

Manifestly, it would be impossible to undertake an examination of
every transaction that took place within the year. Neither is it essential.
But checks are made by Messrs. Haskins & Sells to the full extent that, in
their judgment, is necessary to justify the conclusion that the records of the
vear are correct, in accordance with the policies laid down, and in harmony
with sound accounting practices.

The result is that General Motors presents to its stockholders each
year a certificate which is recognized in accounting parlance as a “clean”
certificate. There are no items comprised in the balance sheet or involved
in the transactions of the year or the income account that are accepted
by the auditors as a result solely of any certification by the management.
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PUBLIC RELATIONS

One of the prime responsibilities placed upon the modern industrial
organization is that of encouraging and preserving satisfactory relationships
throughout all the various phases of its business. These relationships are
necessarily complex—the process of converting raw materials into useful
finished goods requires the collaboration of many groups of individuals.
Dealers, suppliers, employes, stockholders, customers and the general pub-
lic, as well as governments—all play essential parts in the industrial scheme
of things. It is also true that in the case of large-scale enterprises encompass-
ing a wide scope and diversity of operations, this need for sound mutual
relationships assumes greater importance and becomes at the same time
more difficult.

General Motors has long recognized that good and equitable relation-
ships in their broadest sense begin with constructive and mutually satis-
factory policies as affecting those with whom the Corporation has direct
and immediate dealings. Previous reports have emphasized the desirability
of a fair and just distribution of the productivity of industry between the
component parts—the supplier, the dealer, the emplove, the stockholder
and the customer. This is an extremely difficult task and one to which, in
General Motors, a great deal of study and attention is constantly being
given, for upon the continued maintenance of such an economic balance
depends, to an important degree, the future development and progress of
the Corporation.

More recently a further responsibility has claimed an increasing amount
of attention from management, and that is the relationship of industry to
the community as a whole. For many years the chief and absorbing prob-
lems of industry lay in the fields of engineering, production and distribution,
Qut of these endeavors came new products, new comforts and better ways
of living. Today there is greater necessity than ever before for improving
the relationships of industry as affecting human progress and for new in-
terpretations of the fundamental place of industry in our social and
economic structure.

To an important degree the measure of General Motors success is the
measure of the quality and value of its service to the public. To the extent,
and only to the extent, that the Corporation serves the public better, will it
grow and develop. Accordingly, it is of the utmost concern to General
Motors that every part of its organization should come to know and under-
stand the public better, for with that better understanding will come in-
crecascd ability and opportunity to serve. Of such a character are the studies
by the Customer Research Section to determine what the public wants the
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products to be, what its preferences are in the way of appearance and
style, and in general how those products can be made of greater usefulness
and benefit. Thus, Corporation activities are more carefully kept in step
with public needs and desires.

But if industry is to be placed in a position to make its maximum
contribution to the general welfare, it is essential that along with a better
knowledge and understanding of the public by industry there also should
be a better interpretation of industry to the public. This is of vital im-
portance. It is a real responsibility that industry must assume.

To facilitate a better understanding of its problems and policies is an
obligation that General Motors owes to stockholders, employes, dealers and
all whose individual welfare 1s linked with the Corporation’s success. And
in an organization as large as General Motors the entire country is involved
to an important degree.

It is highly desirable, for instance, that every employe be familiar not
only with the facts of the business that affect him as an individual, but also
with those facts that affect his relations with the other groups involved.

Although dealers are primarily concerned with distribution policies,
their broader mterests include the problems and processes of engineering
and production as well. Their constant and intimate contact with the public
demands a thorough understanding of the Corporation’s over-all aims and
objectives. Also, the progress of General Motors and the essential details of
its operating policies and practices are of vital interest to the communities
in which the various plants are located—ifor in a most practical sense these
manufacturing activities are a part of the life of the community.

In general it may be said that the more completely the basic facts, the
problems and the policies of industry are known throughout its organiza-
tions and the community at large, the better service industry is able to
render—which, in turn, is reflected in a public more favorably disposed
towards its products. Thus the cycle of good relationships is made complete.
For as a well informed organization through better service creates more
sales and more customers, so also these added customers mean greater em-
ployment and a more prosperous community.

Despite recent substantial progress, there is undoubtedly at present a
need for still better understanding of the problems of industry by all.
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COST OF GOVERNMENT

In the annual report of 1935 there was included for the first time a
section on the “Cost of Government.” This section was added because it
was recognized that the contintial increase in the cost of Government must,
of necessity, more and more adversely affect costs and selling prices, and,
likewise, reduce the ability of the consumer to purchase, both from the
standpoint of higher selling prices and also from the standpoint of reduced
income with which to buy. The more Government takes, the less other
component parts can receive, all other things being equal. The alarming
increase in the cost of Government, with its economic influence on industry
and on the individual, is beginning to penetrate the consciousness of the
people at large. It is an encouraging sign that this is so.

It is manifestly impossible to determine the extent to which the cost of
Government influences the purchase price of the broad range of goods and
services which the Corporation requires in its extensive operations and
passes on to the consumer as a component part of its own costs. On the
other hand, it is possible to determine definitely the cost of Government in
terms of taxes levied directly on the Corporation’s own operations. For the
purpose of reflecting the cost of Government as measured by taxes definitely
ascertainable in respect to the Corporation’s operations, there are presented
herein data based upon all taxes paid directly by the Corporation and also
excise taxes paid on products sold by the Corporation. It must be recog-
nized that from the consumer standpoint, even as applied to the Corpora-
tion’s products, there are additional taxes, such as sales taxes, that impor-
tantly reflect the cost of Government, but are not included in this analysis.

The following indicates the effect of taxes which are definitely ascer-
tainable on several bases of comparison:

Ascertainable Direct Tax Bill in Total:

Taxes paid or accrued by General Motors Corporation and its subsidi-
aries to the various taxing authorities within the United States on its own
account amounted to $55,222,000. Including excise taxes of $18,590,000 on
products gold by the Corporation and paid by the Corporation directly in
the vear 1938, the total was $73,812,000. This compares with $104,959,000
for the year 1937, a reduction of 29.7%, with $91,150,000 for the year 1936
and with $63,150,000 for the year 1933.

The reduction in the direct tax bill reflects the fact that net sales and
earnings of the Corporation were considerably lower in 1938 than in 1937.
Income taxes declined because of the decline in earnings. Excise taxes
passed on to the consumer are almost directly related to the sales of
products subject to the tax and therefore declined along with the volume
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of total sales. Social security taxes declined due to the lower payrolls in-
cident to the sharp reduction in volume, despite the fact that the total
tax rates under the Federal Social Security Act were increased to 49 of
payrolls in 1938 as compared with 3% in 1937.

Tax Bill in Relation to Earnings:

The direct tax bill for the four years 19335 through 1938 in relation to
the total net earnings available to stockholders is shown in the following:

Taxes as % of

Year Net Earnings
1035 e e 37.89,

R PR C PP TSNP SN R+ 10
1037 534
TOBE i st i e e v s i b 72.2

Tax Bill per Share of Common Stock:

The tax bill definitely ascertainable, amounting to $73,812,000 in
1938, was equivalent to $1.72 per share of common stock outstanding. This
compares with $2.45 per share for the year 1937, with $2.13 per share for
1936 and $1.47 per share for 1935,

Tax Bill per $100 of Sales:

For every $100 of merchandise sold in the United States by the Cor-
poration during 1938, $7.95 was paid in taxes. This compares with $7.22
in 1937, with $6.87 in 1936 and $6.09 in 1935,

Tax Bill per Employe:

The average number of individuals in the Corporation’s service within
the United States for the year 1938 was 163,972. The tax bill was equivalent
to $450 for each of these employes. This compares with $444 per employe
in 1937, with $440 per employe in 1936 and $334 per employe in 1935,

Tax Bill per $100 of Payroll:

For each $100 of payroll in 1938, the tax bill was $26.83. This compares
with $24.24 in 1937, with $25.33 in 1936 and $20.68 in 1935.

Attention is called particularly to the fact that the tax bill referred
to in the above relationships does not represent, by any means, the actual
cost of Government to the consumer of General Motors products, inasmuch
as there are included only those taxes definitely ascertainable and paid or
accrued with respect to the Corporation’s direct operations and sales, In
other words, it reflects in no sense the tax bhill as a whole. No effect has
been given to the cost of Government as reflected in the cost of materials
purchased and consumed or in the cost of services rendered the Corporation
in the conduct of its business, or to the effect of taxes imposed upon chan-
nels of distribution.
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FOR THE YEAR ENDED DECEMBER 31, 1938

EXECUTIVE MANAGEMENT COMPENSATION

Compensation of the Corporation’s executives is from two sources—a
salary and an opportunity to participate in the profits above a return of
7% on the capital employed, representing the increment of profit resulting
from successful management. Both factors, as affecting any particular
individual, vary with the ability of the individual as well as with the
opportunity for accomplishment. As to ability there is no need of elahora-
tion. By “opportunity for accomplishment’ is meant the degree of responsi-
bility involved in the individual’s contribution to the Corporation’s prog-
ress, affected, as must be the case. by volume possibilities.

It follows from the above that when the volume of business impor-
tantly declines the opportunity to accomplish is likewise reduced. That
part of total compensation emanating from a participation in the profits
automatically adjusts itself with the state of business, because as volume
recedes profits decline at an increasing ratio. That part emanating from
salary is subject to arbitrary adjustment, depending upon general eco-
nomic conditions, .

In view of the fact that during the year 1938 the volume of business
importantly declined, and in accordance with the policy just enunciated,
the salary level of the Corporation was reduced as of March 1, 1938, in the
following manner:

Salaries of $10,000 and less per annuim were reduced 109%;

Salaries over $10,000 annually were reduced 209 additional on
any cxcess over $10,000 and up to $50,000; and

Salaries over $50,000 per annum were reduced an additional 309,
on the excess over $50,000 annually.

In view of the upward trend of the business in the latter half of the year,
the salary level was restored to its former position as of November 1, 1938.

Executive management participation in profits comes through the ap-
plication of the Bonus Plan. There is a broad coverage of the Corporation’s
total salary group eligible for benefits under the Bonus Plan as distinguished
from the executive management group as subsequently defined on page 40.
For several years previous to 1936 all members of the organization receiving
salaries at the annual rate of $4,200 and over were eligible. Beginning with
1936, a part of the bonus fund has been allocated to the group receiving
salaries at the rates of $2,400 to $4,200 a year. The Bonus Plan is described
in detail under *Cooperative Plans.”” That part and only that part of the
bonus fund distributed to the executives within the group included in the
executive management category stbsequently defined is included in the
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comparisons which follow. The amount of bonus participation of indi-
vidual executives for the year 1938 has not been finally determined.

TOTAL COMPENSATION POSITION OF THE THREE
HIGHEST REMUNERATED EXECUTIVES

It has been stated that both the salary and the benus participation
factors which comprise total compensation are affected importantly by the
opportunity to accomplish, and are further influenced by the state of the
business. Naturally, the state of the business and the profits are in turn
affected by the so-called “‘business cycle.” Just as the cost of Government
must be paid for by the consumer in the form of higher selling prices,
thus diminishing real purchasing power, so such cost must be reflected in
other components of the national economy. Compensation, whether it be
of the worker or the executive, is no exception, and therefore any con-
sideration of the problem of compensation must involve the influence of
taxes as affecting the amount available to spend. To show the influence
of the business cycle on total compensation, the three executives having
the largest total compensation have been selected for illustration.

The representations stated below are based upon the following pre-
mises: (a) The period used covers the eight years through 1937, in other
words, 1930-1937, inclusive. Four years reflected reasonably good earnings,
while the remaining four were years of relatively low earnings. (b) Dedue-
tions from income due to taxes are based upon tax rates as they exist
today. (c) While the total tax liability is influenced by income from invest-
ments and other sources, nevertheless it has been assumed that the execu-
tives in question had no income other than that derived from compensa-
tion. (d) The tax liability is based upon the assumption that the executive
received his total compensation within the year in which it was earned
and paid a tax thereon at the present rates. (As a matter of fact, distribu-
tion of the bonus participation is over a period of four years and in stock
of the Corporation, which would somewhat affect the calculation.)

Based on the foregoing assumptions, the following tabulation sets forth
for each of the three highest remunerated executives over the eight year
period, 1930 through 1937, the maximum and minimum annual salary,
bonus participation and total compengation of each executive for the period.
The amount of bonus participation for 1938 has not been finally determined,
so that 1938 has not been included in this comparison. It is anticipated that
the 1938 bonus participation of these executives will be determined by fol-
lowing the practice of past years, except that the Chairman, who is one of
the executives used in this comparison, was at his own request eliminated
as of January 1, 1937 from further participation in the bonus. There is
shown the average annual total compensation (including both salary and
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bonus participation) for each executive before and after allowance for
Federal income taxes at present rates:

Highest Paid Second Highest Third Highest
Executive Paid Executive Paid Executive

Salary:
Maximum. ............. $183,333 $140,000 $120,000
Minimum. .. ........... 112,500 76,666 90,000
Bonus Participation:
Maximum. .......... ... $411,161 $387,150 $258,615
Minimum, ... .......... —0— —0- —0—
Total Annual Compensation:
Maximum. . ........... $561,161 $507,450 $353,655
Minimum. ... .......... 112,500 76,666 90,000
Average Annual Total Com-
pensation:
Before Allowance for Fed-
eral income taxes. . ... $297,995 $279,940 $200,125
After Allowance for Fed-
eral income taxes. .. .. 133,337 128,675 103,283

It will be noted from the above that in a year of good business, total
compensation is relatively large. In years of poor business, total compensa-
tion is reduced by about 809 as applied to these illustrations. The increas-
ing cost of Government has the effect of reducing the profits of the stock-
holders, increasing selling prices and reducing volume. Furthermore, the
amount of executive compensation to the recipient is drastically reduced
by increasing taxes. The amount paid to General Motors executives is one
thing. The net amount remaining after taxes is quite another and the all-
important thing. From that standpoint it will be noted that the current
cost of Government would absorb, in the case of these three particular
executives, practically the equivalent of their share of bonus for the entire
eight year period, so that, generally speaking, each of the three executives
would be left with an amount to use for personal needs only substantially
equal to the base salary.

TOTAL COMPENSATION OF
EXECUTIVE MANAGEMENT GROUP

The application of the Corporation’s policy with respect to reporting
the cost of executive management necessarily raises the question as to
what constitutes management in a business of such magnitude, involving
as it does a highly diversified and highly technical line of products with
operations conducted not only in the domestic markets but in nearly every
market throughout the world. In defining the group comprising executive
management, for the purpose of discharging the responsibility involved in
the above policy, the following formula has been used:
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‘... the principal executive officers of the Corporation; the
executive heads of its General Administrative Staffs; the executive
heads of the Operating Divisions and wholly owned Subsidiaries;
the four principal functional executives of the more important
operating units; and the executive in charge of each of the assem-
bly and manufacturing plants in the United States located away
from divisional headquarters and of the overseas assembly and
merchandising operations.”

A total of 181 individuals was included in the above defined list at
December 31, 1938, as compared with 184 at the end of 1937. The amount
of bonus participation for the year 1938 has not been finally determined.
The figures used in the following comparisons therefore are based on a pre-
liminary cstimate of the 1938 bonus participation of these executives as a
group. Bonus awards as finally determined will be distributed in the form
of General Motors common stock at a cost to the Corporation of $39.19
per share, all as described under the Bonus Plan on page 42.

To enable the stockholders to obtain an understanding of the cost of
executive management, the following relationships may be helpful:

Executive Management Cost per Share of Common Stock:

With earnings for the year 1938 of $2.17 per share, the net salary cost,
after allowing for Federal corporate income taxes, applying to the group
of 181 executives was equivalent to $0.07 per share on the common stoclk
outstanding. This cost of $0.07 per share compares with $0.08 per share
for the year 1937. In view of the fact that the earnings for the year were
high enocugh to make the bonus participation factor operative, there was
supplernental compensation provided for this group. The estimated provi-
sion for supplemental compensation to this group was equivalent to $0.03
per share on lhe common stock outstanding, after allowance for Federal
income taxes paid by the Corporation. In 1937 the corresponding item was
equivalent to $0.08 per share.

On the basis of 1938 operations, therefore, the estimated total executive
management compensation was equivalent to $0.10 per share on the com-
mon stock outstanding. This compares with $0.16 per share in 1937,

The lesser amount of total executive munagement compensation in
1938 was due principally to the lower earnings in 1938 which reduced the
amount of the bonus participation factor in that year, as well as to the
reduction in the salary level already discussed.

Executive Management Cost per $100 of List Price of Producis Sold:

On every $100 of list price of the Corporation’s products sold, executive
management salary cost was equivalent to §0.28. Supplemental compensa~
tion under the bonus plan was equivalent to $0.11. Therefore, total execu-
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tive management cost was equivalent to $0.39 per $100 of list price. This
compares with $0.38 for the year 1937.

Executive Management Cost for Each Dollar of Total Payroll:

For every dollar paid in salaries and wages, executive management
salaries consumed 134 cents. If there is added the effect of the bonus plan,
executive management consumed 174 cents per dollar of total payroll
This compares with 134 ceats per dollar for 1937.

Executive Management Cost in Relation to Profits:

For every dollar earned in profits for the stockholders, executive
management salaries consumed 3 cents. If there is added the effect of
the bonus plan, executive management consumed 414 cents. This compares
with 314 cents for the year 1937,

Executive Management Cost in Terms of Volume of Business:

For every dollar of business volume, the executive management salaries
consumed 4/10 of a cent. If there is added the effect of the bonus plan,
executive managemeni consumned 14 cent, or the same as for the year 1937,

NUMBER OF INDIVIDUALS RECEIVING SALARIES OF
$10,000 OR MORE PER ANNUM

The following tabulation shows the number of executives in various
salary groups receiving salaries of $10,000 or more per annum as of Decem-
ber 31, 1938, whether or not included in the executive management group
as defined above:

Amount of Number of

Salary Individuals
$ 10000t % 20,000.. ... .. ... i 279
20,001 to 30,000.......... ... .. 41
30,00t to 50,000......... . . . 12
50,000 to  75000.. ... ... .. ... 12
75,001 to 100,000.. ... ... .. ... . ... 6
100,001 and over (none over $200,000).............. 2
Total. o e s 352

Attention is called to the fact that the number of executives in this
group is simply indicative of the magnitude, diversity and geographical
distribution of the Corporation’s operations.
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COOPERATIVE PLANS

Through its Cooperative Plans, the Corporation has two objectives:
first, to develop such programs as will promote security and protection, in
so far as it is practically possible, for the benefit of the organization as a
whole; and second, to supplement the normal relationship between the
Corporation and its executive and supervisory groups, whereby an oppor-
tunity is provided for those groups to participate in the success of the
business for which they are directly responsible, and in proportion to each
individuel’s relative capacity to contribute.

The second objective merits some amplification. The success of General
Motors depends upon the individual initiative and ability of a large group
of important executives. Many of this group operate independently for the
most part because of the magnitude of the Corporation’s operations, their
geographical distribution, and the many different phases of the Corpora-
tion’s activity. The most effective result and the greatest security for
progress and stability are achieved by placing such executives in the same
relative position, in so far as is practicable, as if they were in business on
their own account. In that way, managerial talent is attracted to the Cor-
poration on account of the opportunities offered, and means are provided
for developing the talent within the Corporation’s organization. Both are
viizl to success.

The Corporation has submitted to the stockholders, from time to time,
various proposals directed toward the purposes just mentioned. The results
of these various plans have been duly reported in detail in each annual
report. At times, altered circumstances have made it desirable to effect
changes in the plans.

At the present time, the Corporation’s Cooperative Plans consist of
the following:

BONUS PLAN

The General Motors Bonus Plan was established in 1918; hence has
been in operation for more than twenly years. It now provides that there
may be set agide as a bonus fund 109, of each year’s net earnings, after
deducting 79, on the net capital employed during the year. This means
that before there was a bonus fund available in 1938, there had to be earned
for the stockholders approximately $70,156,000, equivalent to $1.42 per
share on the common stock outstanding.

At the inception of the Bonus Plan, all salaried employes who had heen
with the Corporation for a full year were eligible to participate. Subse-
quently, the eligibility was confined to those receiving $5,000 2 year or
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more. This minimum was later reduced to $4,200 a year. Beginning with
the 1936 bonus distribution, the salary limit was again reduced and the
group eligible for bonus consideration now consists of all those who receive
salaries at the rate of $2,400 a year or more. The result of this reduction
in salary limit was a substantial increase in the number of eligible emploves.
Bonus awards, based upon recommendations made by the Chairman of
the Board of Directors, are made on the authority of the Bonus and Salary
Committee which is composed of five Board members who are not actively
engaged in the management of the Corporation and who are not eligible
for bonus. The action of the Bonus and Salary Committee is submitted to
the Board of Directors for review and final approval. The distribution of
the bonus is made in the form of common stock of the Corporation. Awards
to employcs receiving salaries of less than $4,200 a year are delivered in
total immediately. For those bonus beneficiaries receiving salaries at the
rate of $4,200 a year or more, one-fourth of the award is delivered immedi-
ately alter notification and the balance in three egual annual instalments,
provided the beneficiary remains in the service of the Corporation.

As pointed out above, the General Motors Bonus Plan provides for the
establishment of a bonus fund to which shall be credited yearly an amount
not to exceed 109, of the net earnings after deducting 7%, on the net
capital employed, to be invested in General Motors common stock. When
the stock for the bonus awards can be taken from the Corporation’s treasury,
as was the case in 1938, the number of shares required has been limited to
the number computed by dividing the bonus fund by the stock’s average
daily market price during the year. The 78,750 shares available for dis-
tribution for the vear 1938 were determined on the basis of the average
daily market price of $39.63 a share. These shares, together with $266,900
payable in cash by certain foreign subsidiaries, constituted the Corporation’s
bonus fund. The average cost of the stock allocated from the Corporation’s
treasury was $39.19 a share. The total cost of the bonus fund to the Corpor-
ation in 1938 was $3,538,070.

Since the individual bonus awards have not been finally determined
it is not possible to estimate the number of employes of the Corperation
who will benefit by the distribution of the 1938 fund. No individual will
receive more than a 29, participation in the total bonus fund. The Chairman
of the Board does not participate in the 1938 bonus distribution.

The record of bonus awards from the inception of the plan through the
year 1938 is displayed on page 70 of this report.

EMPLOYES SAVINGS AND INVESTMENT PLAN

This plan was inaugurated in 1919 and was suspended as of December
31, 1935, because of uncertainty as to the legal requirements under the
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Social Security Act and the Securities Act of 1933, No class, therefore, was
formed after that date, but the rights of employes with respect to payments
which had been made by them into the Savings Fund prior to January 1,
1936, were in no way affected by this action.

The plan at the time of its suspension provided that any employe re-
ceiving less than $4,200 per year was permitted to pay into the Savings
Pund an amount not to exceed 109, of his earnings, but not in excess of
$300 per year. For each dollar of savings paid in, the Corporation con-
tributed $0.35 to the Investment Fund. Interest was allowed on the em-
plove’s payments, while the Corporation invested its own contribution and
the income thereon in its own common stock. The entire amount was paid
to the employe at the end of a five year period.

Each employe who paid $100.00 into the 1933 Class, which matured
December 31, 1938, was entitled to receive $180.93 at the maturity of the
class. Of this total payment, $100.00 represented the employe’s original
savings while the balance of $80.93 represented benefits contributed by
the Corporation in cash and General Motors common stock. The 1933
Class was in operation only during the last five months of that year.

A total of $1,317,787 was distributed early in 1939 to 16,951 employes
who participated at the maturity of the Class of 1933, as follows:

On account of Common Stock contributed by

the Corporation........................ & 387,013
On account of 5% interest on Savings—paid by

the Corporation... ... .................. 204,834
Total contributed by the Corporation......... $ 591,847
On account of Employes Savings............. 725,940
This makes a total distribution of . ........... $1,317,787

Since the inception of the plan in 1919, a total of $249,329,150 has been
paid out to the Corporation’s employes through settlements of maturing
classes and withdrawals before maturity. Of this amount, $143,407,367
represented employes’ savings and $105,921,783 was contributed by the Cor-
poration. The return to the employe, over and above the amount of his
savings, consisted of the Corporation’s contribution to the Investment Fund
at the formation of each class, together with interest, dividends on the
comnmon stock and appreciation in the value of the stock during the life of
these classes.

GROUP INSURANCE PLAN

During 1938 there was paid through this plan $2,505,498 to benefici-
aries of 1,028 of the Corporation’s employes who died during the vear. In
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addition, benefits of $1,115,348 on account of temporary disability resulting
from sickness or non-industrial accidents were paid to 13,542 employes.
Total benefits paid during 1938, therefore, amounted to $3,620,846. Claims
paid under the plan since its inception on December 1, 1926 have totalled
$35,815,309,

The Group Insurance Plan is available to all employes of the Corpor-
ation after three months service and provides life and temporary disability
insurance at a very low rate. At the end of 1938, more than 989 of the
eligible employes were participating. The plan is cooperative, the direct cost
being shared by the Corporation and the employes, with the Corporation
bearing the entire expense of administering the plan.

MEDICAL AND HEALTH SERVICE

During 1938 the Corporation spent $960,297 in the United States to
protect the health of its factory workers on their jobs. This expenditure,
which amounted to $7.63 for each of the 125,836 hourly workers, was for
medical service, hospitalization, physical examinations and for miscel-
laneous activities to safeguard employes from occupational diseases. In
1937 the expenditure was $1,262,635, or $6.50 for each of the 194,308
hourly workers.

This supplemented expenditures of more than $2,600,000 made in
1938 in the continuing effort to provide the most healthful working condi-
tions and to protect employes from accidents through the installation of
mechanical safeguards. Furthermore, a new all-time safety record in 1938
marked the fifth consecutive year of safety improvement in General Motors
plants. The frequency, as well as the severity, of lost-time accidents was
at the lowest point in the Corporation’s history. Records of the National
Safely Council indicate that General Motors plants rank among the safest
in the country.

EDUCATION AND TRAINING

This activity was continued throughout the year, in accordance with
the plan set forth in previous annual reports.

HOUSING FOR EMPLOYES

As stated in previous annual reports, the Corporation’s policy with
respect to this activity continues to be one of liquidation rather than ex-
pansion. There have been no impoertant changes during the year. Such
houses as are still owned by the Corporation are practically all rented to
its employes.
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LABOR ECONOMICS

The Corporation recognizes the importance of improving the economic
position of its workers from the standpoint of both their progress and
stability, hence advancing their status in a fundamental way. Such a policy
is not only socially desirable but economically necessary because of the vital
necessity of developing every worker into the broadest possible consumer.

The wage level in relation to prices is important. Too many are of the
belief that the wage level is at the discretion of management—that there
is no ceiling other than that which management seeks to establish arbi-
trarily. Such an approach is far from a realistic one. As a matter of fact,
the problem that confronts the national economy today is how to establish
the essential balance between the component parts of productive enterprise
so that there may result the greatest productivity of wealth, to the end
that more of the people may have more that will add to the comforts and
pleasures of living. In other words, the wage level is part of a great economic
problem affecting all. The trend of General Motors wages over the years
has been steadily upward. Increasing wages and reducing prices are pos-
sible only through the capitalization of technological progress, supported
by a constantly improving operating technique, thus reducing real costs.
High wages are a result—not a cause. Tt is to be regretted that this fact is
not more generally appreciated.

While the wage rate determines the labor content as affecting costs
and hence selling prices, it is not a fundamental index in determining the
econoric position of the worker nor his ability to consume industry’s
products. In that problem is further involved the number of hours of work
and the continuity of employment throughout the year. These are im-
portant considerations and they involve the seasonal fluctuations in the
consumer demand for industry’s products—an important factor in the
automotive industry.

Attention has been concentrated during the pasl few years upon ways
and means whereby a greater continuity of employment may be effected.
The model year has been advanced by the industry with this objective in
mind. Employment is being stimulated during the months of low consumer
demand by accumulating inventories of component parts. While produc-
tion schedules of the automotive industry must be determined largely by
the consumer demand, after an adequate stock has heen established in the
field for distribution, further progress can be looked forward to in the
leveling of production and in the greater continuity of employment for the
worker.

» 46 «



FOR THE YEAR ENDED DECEMBER 31, 1938

INCOME SECURITY PLANS FOR 1939

In 1938 the Corporation adopted benefit plans for its hourly paid em-
ployes, effective for the year 1939. Two plans, designed to promote greater
continuity of income for the employes, were formulated. The first, for em-
ployes older in point of service with the Corporation, was called the “In-
come Security Plan” and the second, for employes having less service, was
termed the “Lay-Off Benefit Plan.” While these plans were specifically
announced to the stockholders at the time of their adoption, the general
conditions are repeated here, for the purposes of the record.

The Income Security Plan is applicable to all hourly paid wage em-
ploves who have five years or more of service on January 1, 1939 and who
worked for the Corporation any time during December 1938. Ilach such
eligible cmploye is assured that his minimum weekly income during each
week of the year 1939 will be at least 609 of his standard weekly earnings.
If such employe’s income during any week, as received from the Corpora-
tion and from other regular employment and as a result of any unem-
ployment compensation to which he may be entitled, is not equivalent to
609%, of his standard weekly earnings, the Corporation will, at such em-
ploye’s option, advance to him an amount sufficient to bring his weekly
income up to 609, of his standard. This advance, which carries no interest,
is to be repaid only in terms of work when made available by the Corpora-
tion in the future. Whenever the employe’s subsequent wcekly earnings
exceed 609, of his standard weekly earnings, one-half of the excess will be
used to repay any advances that have been previously made under this
plan. The employe’s standard weekly earnings are defined as forty hours
pay at his latest hourly base rate. Should any employe die, his unpaid
advances will be cancelled.

The Lay-Off Benefit Plan applies to those hourly paid employes who
are not eligible under the Income Security Plan, but who had at least two
years of service or more on or before January 1, 1939 and who worked any
time during December 1938 or during the year 1939. Such employes are
assured a minimum weekly income of 409, of their standard weekly earn-
ings. However, under this plan the total advances that an employe may
have outstanding at any one time are limited to an amount equivalent to
72 hours pay at the employe’s latest hourly rate. Repayment of advances
under this plan is made in the same manner as under the Income Security
Plan.

Attention is called to the fact that the Corporation is not guaranteeing
work for which there is no need during any particular period. The employe
makes no sacrifices whatsoever in the way of income through the use of the
plans. The plans do not contemplate increasing the cost of production and
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hence selling prices, except to the extent of losses incidental to employes
permanently leaving the service while under obligation to the Corporation.

The cost to the Corporation of extending this form of income security
to its employes cannot be definitely determined until after several years of
experience. Irrespective of what that cost may be, however, it is believed
that it will not be an unreasonable burden on the business in view of the
important benefits to be obtained in the way of better relationships with
its employes through the fact that the employes benefiting under the Income
Security Plan should be able, at the beginning of the year in which it is in
operation, to plan definitely for the year with the assurance that during
every week they will receive, subject to the provisions of the plan, a mini-
mum amount regardless of what the trend of the business might be.

Naturally, the plans must be considered more or less experimental.
Circumstances may arise that are impossible to foresee. The purposc is,
however, to make a start at this time and to develop through evolution
such modifications as experience may dictate from year to year. There are
included the usual provisions allowing for suspension of the plans in case
of fires, floods, wars, riots, strikes or other circumstances beyond the control
of the Corporation.

THE WORKER IN GENERAL MOTORS

A few facts indicating the progress of the wage earner in General
Motors from the standpoint of the wage level and in other ways are set
forth below.

Wortking Hours per Week:

As a result of the reduccd level of business activity during the year,
the Corporation found it necessary to reduce the working force during the
greater part of the period, although retaining at all times as many workers
as was feasible, A reduction in working time was also instituted in order
to insure some employment to the maximum practical number of workers.

As a result of the above, during the year there was a decrease in the
average hours worked per week by the hourly paid worker in the Corporation’s
plants in the United States, the average being 31.2 hours per week in 1938
as compared with 36.5 hours during the previous year. The Corporation’s
basic forty-hour week remained unchanged during the year, with time and
a half payment for all work in excess of forty hours per week or eight hours
per day.

Wage Level:
Stockholders have been informed from time to time as to the trend
of wages prevailing in the Corporation’s operations. Briefly, the average
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hourly rate of the hourly paid worker in General Motors is currently about
4397, over that prevailing in manufacturing plants in general and 30%, over
that prevailing in 25 large industrial manufacturing industries which cover
a broad cross-section of all industry.

The basic hourly wage rates paid to hourly workers in the Corporation’s
plants in the United States were not changed during the year 1938. The
average hourly earned rate in 1938 was 33.89, above that of 1929.

Annual Earnings per Worker:

Regularly employed hourly paid workers in the United States received
average annual earnings of $1,342 during 1938, compared with $1,618 in
1937. The decrease in 1938 was due solely to the decrease in the average
number of hours worked. Reflecting changesin the cost of living, asmeasured
by the index of the United States Bureau of Labor Statistics, the average
annual earnings of regularly employed General Motors workers in 1938 had
a purchasing power which was approximately 129, greater than their aver-
age annual earnings in 1929.

Other Workers Statistics:

Total wages pald to General Motors hourly workers in the United
States during the year amounted to $188,899,701. This compares with
$336,030,958 for the year 1937, a decrease of 43.89;. During 1938 the
average number of hourly workers emgployed in the United States was
125,836, including both men and women. Of this number 106,523, or
approximately 859, were on the payroll throughout the entire year.
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A FINANCIAL REVIEW

The consolidated balance sheet and summary of consolidated income
of General Motors Corporation and subsidiary companies for the year
ended December 31, 1938, are submitted herein. Attention is called to the
fact that the accounts of certain subsidiary companies are not consolidated
in the accounts of the Corporation. A list of such companies, not con-
solidated, is set forth in detail on page 64,

Earnings:

Net earnings available for dividends for the year 1938 amounted to
$102,190,007. This compares with net earnmgs of $196,436,598 for the
year 1937. After paying the regular dividends of $9,178,220 on the $5
series preferred stock for the year 1938, there remained $93,011,787, being
the amount earned on the common stock outstanding. This is equivalent
to $2.17 per share on the average number of common shares ocutstanding.
For the year 1937, alter deducting preferred dividends of $9,178,220, there
remained earnings of $187,258,378 on the common stock, equivalent to
$4.38 per share.

The Corporation’s equity in earnings (net) of subsidiary companies
not consolidated does not include a net profit of $2,055,838 representing
the appreciation in market value of securities held by the General Exchange
Insurance Corporation. The profit on this account has been set aside as a
reserve against future market fluctuations.

Net earnings for 1938 do not include profits in the amount of 5,297,065
realized abroad due to the inability to remit such profits on account of
exchange restrictions. These excluded profits are based upon the Reichs-
mark converted at 23.8 cents in the case of Adam Opel A.G. and upon
previous par rates of exchange or current nominal rates, whichever are
lower, in the case of other foreign subsidiaries. There have also been ex-
cluded from 1938 earnings, profits of $2,477,061 realized abroad which have
been set aside as a reserve against foreign operations.

Since January 1, 1934, it has been the practice not to reflect in reported
net earnings any profits realized abroad which may not be remitted due to
exchange restrictions. The cumulative amount of such profits of Adam Opel
A.G., which has not been included in net earnings through December 31,
1938, is $15,152,916, equivalent to $0.35 per share of common stock. The
Reichsmark has been converted at 23.8 cents. Cumulative profits realized
abroad by other foreign subsidiaries through December 31, 1938, but not re-
flected in net earnings due to exchange restrictions, amounted to $7,112,634,

» 50 «



FOR THE YEAR ENDED DECEMBER 31, 1938

equivalent to $0.17 per share. There have also been excluded from net earn-
ingsthrough December 31, 1938, profits of $3,564,689 realized abroad which
have been set aside as a reserve against foreign operations.

Dividends:

Regular dividends were paid on the $5 series preferred stock, requiring
$9,178,220 for the year. Common dividends in the amount of $64,386,421
were paid, making a total dishursement of $73,564,641 to stockholders for
the year. This compares with a total of $169,728,081 for the year 1937.
There were retained in the business earnings in excess of dividends in the
amount of $28,625,366. This compares with $26,708,517 for the year 1937.
Total dividends disbursed in 1938 were equivalent to 72.09, of the earnings.
This compares with 86.49, for the year 1937 and with 86.89; for the ten
years ended December 31, 1938.

Dividends paid on the common stock during the year amounted to
$1.50 for each share cutstanding. This compares with $3.75 for the year
1937, After payment of all dividends in 1938, the remeining earnings avail-
able for reinvestment in the business were equivalent to $0.67 per share of
common stock outstanding.

A record of the Corporation’s sales, earnings and dividend disburse-
ments by vears, since 1917 and extending through 1938, is recorded on
page 67.

Net Working Capital and Cash:

Net working capital amounted to $387,243,513 at December 31, 1038,
or $40,027,397 in excess ol the net working capital of $347,216,116 at De-
cember 31, 1937. The major items accounting for this increase in net
working capital during the year were the retention of earnings of $28,625,366
and the excess of $12,124,044 in the depreciation provided over and above
expenditures for real estate, plants and equipment.

Cash, United States Government and other marketable securities at
December 31, 1938, amounted to $242,805,320. This was $92,011,308 in
excess of corresponding items of $150,884,012 at the close of 1937, There
has been excluded from the consolidated cash account at December 31,
1938, an amount of $4,881,134 representing a portion of the foreign cash of
certain overseas subsidiaries operating in countries under exchange restric-
tions. This particular cash is held abroad in excess of operating needs and
was derived principally from profits which are unremitted because of ex-
change restrictions. The total amount has been transferred on the balance
sheet to miscellaneous investments against which a reserve of $3,361,134
has been applied. This reserve represents a portion of the reserve set up in
1938 and prior years against unremitted profits of certain foreign subsidi-
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aries included in consolidation. Except for the restricted foreign currency
cash which has thus been excluded from the consolidated cash account,
foreign currency working capital accounts consist mainly of cash, inven-
tories and receivables normally required in the conduct of the business.

Inventories decreased $79,274,743 during the year and amounted to
$199,871,640 at December 31, 1938, compared with $279,146,383 at De-
cember 31, 1937.

Surplus:

There were no adjustments to the surplus account during the year un-
der review. Earned surplus at December 31, 1938 amounted to $423,413,108
and compares with $394,789,742 at December 31, 1937, an increase of
$28,625,366, representing the excess of earnings over dividend disburse-
ments during the year.

Real Estate, Plants, and Equipment:

Total gross real estate, plants and equipment amounted to $758,830,738
at December 31,1938, anincreaseof $11,012,944 averthetotal of $747,817,794
at December 31, 1937. Reserves for depreciation showed an increase of
$23,136,988 during the year, or from $339,351,532 at December 31, 1937 to
$362,188,520 at Decernber 31, 1938. The net book value of real cstate, plants
and equipment, therefore, showed a decrease of $12,124,044 during the vear
and amounted to $396,342,218 at December 31, 1938. These figures reflect
a net increase of $4,863,944 in gpecial tools, dies, ete., during 1938. Exclud-
ing such special tocls, dies, etc., applicable solely to the manufacture of
current models, the increase in gross plant account amounted to $6,149,000
and, after making allowance for the increase of $23,136,988 in depreciation
reserves, the net plant account showed a decrease of $16,987,988 during
the year.

The increase of $6,149,000 in the gross plant account, excluding special
tools, dies, etc., may be accotunted for by the following items: {(a) gross plant
expenditures for additions and improvements amounted to $32,508,650;
(b) a gross amount of $5,291,657 of idle plant was reinstated as active plant,
while conversely $9,162,301 was transferred from active to idle plant (a
net decrease of $3,870,644 in the gross plant account); and (c) property
disposed of and other adjustments reduced the gross plant account by
$22,579,006.

There has been no change during 1938 in the Corporation’s policy
with respect to the provision [or depreciation or in the depreciation
rates. The amount of depreciation charged against earnings in 1938 was
$47,019,404, the largest annual provision in the Corporation’s history. In
the year 1937 depreciation in the amount of $44,453,041 was charged
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against earnings and represented the largest annual provision in the Cor-
poration’s history prior to 1938. The provision for depreciation, referred
to above, included in 1938 a charge of $514,359 for amortization of lease-
hold improvements as compared with a similar charge of $432,743 for the
year 1937. It also included in 1938 an amount of $271,681 for depletion of
timher tracts as compared with $1,005,385 for the vear 1937,

The policy underlying the transfers mentioned above between active
and idle plant was outlined in the 1932 Annual Report, which policy con-
tinues to be applied to properties within the United States. The gross value
of surplus and idle plant in the United States and Canada was $21,076,561
at December 31, 1938, and was carried on the Corporation’s books at a
salvage value of $4,893,255. Since the difference hetween the gross value
and the salvage value of this idie property has been charged against reserves
for depreciation, the net book value of real estate, plants and equipment
has remained unaffected.

Investmentsin Subsidiary CompaniesNot Consolidated, and Miscellaneous:

The Corporation’s investments in subsidiary companies not consoli-
dated, together with certain miscellaneous items, are listed on page 64
of this report. The aggregate of all such items totalled $242477,567 at
December 31, 1938. This compares with $245,563,030 at December 31,
1937, a decrease of $3,085,463.

Prior to 1936 the Corporation reflected in earnings its proportion of
the undivided profits or losses of companies not controlled; i.e., 509, or
less owned. Beginning in 1936, however, earnings of these uncontrolled
companies have been reflected in the Corporation’s income only when
received as dividends, together with adjustments for cumulative net losses
since December 21, 1633, or net recoveries of losses absorbed to that date.
General Motors Corporation’s proportion of the undivided profits of com-
panies not controlled, and excluded from the Corporation’s income in
accordance with the policy just enunciated, amounted to $1,191,661 for
the year 1938 and $1,012,906 for the year 1937,

The more important changes in investments in subsidiary companies
are outlined in the following items:

General Motors Acceptance Corporation

The Corporation’s investment in General Motors Acceptance Cor-
poration increased from $84,915,319 at December 31, 1937 to $85,572,120
at the close of 1938, This increase is zccounted for by the excess of the
earnings of General Motors Acceptance Corporation over the dividends
paid to General Motors Corporation.
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General Exchange Insurance Corporation

The investment of the Corporation in General Exchange Insurance
Corporation amounted to $12,479,575 at December 31, 1938, which was
$10,275,352 lower than the investment of $22,754,927 at December 31,
1937. This decrease reflects the fact that dividends paid to General Motors
in 1938 were substantially in excess of General Exchange Insurance Cor-
poration’s earnings for the year 1938. This company had paid no dividends
to General Motors Corporation during the years 1936 and 1937.

Yellow Truck & Coach Manufacturing Company

The Corporation’s investment in Yellow Truck & Coach Manufactur-
ing Company decreased $248,208 during 1938, from a total of $28,603,126
at December 31, 1937, to $28,354,918 at December 31, 1938. This reduction
in the Corporation’s investment was due to the payment of preferred
dividends by this company in excess of its earnings for the year.

Vauxhall Motors Ltd.

The investment of the Corporation in Vauxhall Motors Ltd. increased
from $17,420,171 at December 31, 1937 to $20,452,755 at the close of 1938,
The increase of $3,032,584 during 1938 represented principally the excess
of the Corporation's equity in the earnings of Vauxhall over dividends
received by the Corporation as well as additional advances made to Vauxhall
during the year. In 1938 the Corporation sold 6,234 shares of Vauxhall 697
preference stock to employes of Vauxhall Motors Ltd. After this sale, the
Corporation’s preference share holdings amounted to 216,139 shares, or
729, of the total shares outstanding.

Adam Opel AG.

The net earnings of Adam Opel A. G. are not reflected in consolidated
earnings of the Corporation in recognition of foreign exchange restrictions.
Consequently, the investment in Adam Opel A. G. has been reported at a
constant figure of $35,030,628 in each of the annual reports for the years
1933-1937, inclusive. At the end of 1938, however, the investment in Adam
Opel A.G. is reported at $34,890,024. The reduction of $140,604 is due to
certain accounting adjustments applicable to periods prior to January
1,1934,

Automobile Dealerships
The Corporation’s investment in automobile dealerships held by the
Motors Holding Division amounted to $9,242,313 at December 31, 1938,

a net increase of $384,777 over the investment of $8,857,536 at December
31, 1937.
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Ethyl Gasoline Corporation

The Corporation’s investment in Ethyl Gasoline Corporation in-
creased $6,914,272 during 1938, and amounted to $11,346,700 at the close
of the year. This increase resulted principally from the fact that General
Motors Corporation, as a stockholder of Ethyl Gasoline Corporation, ad-
vanced its proportionate share of the funds required by the latter to finance
its expansion prograi.

National Bank of Detroit

At December 31, 1938 this investment consisted of 396,922.5 shares of
common stock carried at a cost of $6,615,375, which represented a reduc-
tion of $97,150 from the investment of $06,712,525 at the close of 1937, due
to the sale of 5,829 shares.

Balances in Closed Banks

Balances in closed banks, after deduction of reserves of $1,867,996,
totalled $1,908,674 at December 31, 1938, a reduction of $1,632,521 during
the year 1938 due primarily to recoveries of funds previously impounded.

Treasury Stock:

At December 31, 1938, the Corporation held in its treasury stock
account 374,099 shares of General Motors Corporation common stock and
263,620 shares of GM Shares, Inc. Class B stock. GM Shares, Inc. is the
resulting corporation of a consolidation involving General Motors Manage-
ment Corporation. These 263,620 shares of GM Shares, Inc. Class B stock
plus 19,495 shares of GM Shares, Inc. common stock were received by
General Motors Corporation in exchange for its holding in General Motors
Management Corporation. Since the 263,620 shares of GM Shares, Inc.
Class B stock are exchangeable share for share for General Motors common
stock, they are included in the treasury stock account. The 19,495 shares
of GM Shares, Inc. common stock, carried at $394,408, represent holdings
of 17,390 shares of General Motors common stock, but are not presently
exchangeable for General Motors common stock, and for this reason are
included in investments.

The General Motors Corporation common stock and its equivalent
held in the treasury stock account at December 31, 1938 totalled 637,719
shares, carried at $14,688,180, a decrease during the year of 193,326 shares
of common stock, or $7,066,185. This decrease reflects the use during the
year of 251,226 shares held in the treasury at December 31, 1937 for bonus
awards for the year 1937, partly offset by an increase of 42,649 shares,
transferred to the treasury stock account from investments as a result of
the classification by GM Shares, Inc. of assets received from General Motors
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Management Corporation in the consolidation, and to an increase of 14,269
shares due to the operations of the Employes Savings and Investment Plan.
Of the common stock included in the treasury at December 31, 1938, a
total of 78,750 shares is being carried at a cost value of $3,086,358, or
$39.19 per share, for the payment of the 1938 bonus awards.

There was no change during the year in the 39,722 shares of preferred
stock held in the treasury and carried at $3,267,219, or $82.25 per share.
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IN GENERAL

This section presents brief comments on several subjects wh1ch have
not been covered under previous headings.

NUMBER OF EMPLOYES

The average number of employes on the payroll during the year 1938
was 189,039. This compares with an average of 261,977 for the year 1937,
a decrease of 72,938, or 27.897,.

PAYROLLS

The payrolls of the Corporation, including salaries and wages, for the
year 1938 amounted to $300,825,930. This is a decrease of $159,625,814, or
34.79, from payrolls of $460,451,744 for the previous year.

GOODWILL AND PATENTS

The Corporation’s goodwill and patent account as of December 31,
1938 amounted to $50,322,686 and shows no change from the balance at
December 31, 1937,

Goodwill under the Corporation’s standard accounting practice is the
difference between the purchase price and the book value of properties
acquired.

Goodwill as reported in the balance sheet is not intended to represent
an appraisal even in a minor degree of the intangible value of an outstand-
ing group of highly specialized manufacturing organizations and their execu-
tive personnel, supported by vast distributing organizations, operating in
practically every country in the world. Neither does it include the likewise
intangible value of the favorable attitude of the markets of the world to-
ward a group of products, the quality and excellence of which are well
established in practically every community in every country.

STOCKHOLDERS

At the close of the year there were 389,509 stockholders. This es-
tablishes a new fourth quarter record. The previous published year-end
record for the number of stockholders was for the fourth quarter of 1937,
when there were 375,755 stockholders.

It is particularly interesting to note that, of this large number of stock-
holders, approximately 156,000 individuals have holdings of ten shares or
less. The Corporation helieves in the broadest possible distribution of
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ownership. To the degree that American business is owned by the American
public, its security and the opportunities for progress are enhanced.

The number of preferred and common stockholders since 1917 is dis-
played on page 71 of this report.

CONCLUSION

On behalf of the Board of Directors, and for ourselves as well, we again
express and record appreciation of the efforts of the organization, its loyalty
to the institution, the progressiveness of its thinking and the aggressive-
ness of its action as evidenced by the important advances of the year, not-
withstanding the fact that, due to the adverse circumstances prevailing,
the tangible results could not have been as important as those of many
previous years in the history of the Corporation.

By order of the Board of Directors,

WirrLiaM S. KNUDSEN, ALrrED P. SL0AN, Jr.,
President Charrman

March 15, 1939,
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GENERAL MOTORS CORPORATION

SUMMARY OF CONSOLIDATED INCOME
FOR THE YEARS ENDED DECEMBER 31, 1938 AND 1937

Year Ended Year Ended
Dec. 31, 1938 Dec. 31, 1937
NetSales. ... ............. .. e $1,066,973,000.26 $1,606,789,841.02

Profit from operations and income from investments

(including dividends received from subsidiary

companies not consolidated) after all ex-

penses incident thereto, and after prowdmg

$47 019,403.85 in 1938 and $44 453,040.96 in

1937 for depreciation of real estate, pla.nts and
equipment. .. ... ... e $ 143,650,024.34 § 248,058,728.43

General Motors Corporation's equity in earnings (net)
of subsidiary companies not consolidated, less
dividends received.. .. ..................... *9.6567,845.30 7,094,601.96

Net Profit from operations and investments......... $ 133,992,679.04 $ 255,153,330.39

Less provision for:

Interest on employes savings fund less investment
fund reversions account of employes savings

withdrawn before class maturities. .. ........ & 144,23812 § 161,900.18
Employes bonus (based upon cost of stock distribu-

tableasbonus)............................ % 3,271,17048 §  8,725,070.79
Amounts provided for employes bonus pa.yments by

certain foreign subsidiaries. . . 266,900,00 457,500.00
Total bonus (including amounts prowded by

subsidiaries not consolidated) . . - 3,538,070.48 % 9,182,570.79

TGEAL. - o ovvii e s i e s e sty o Ak $  3,682,308.60 §  9,344,470.97

Net Income before Income and Excess Profits Taxes and
Surtaxes ... ... ... e $ 130,310,370.44 § 245,808 ,859.42

Less provision for United States and foreign income
and excess profits taxes (includes, in 1937, pro-
vision of $5,736,906.12 for surtax on undistribu-
ted profits) . . . 28000,334.15  49,107,135.08

Net Income forthe Year. . ........................ $ 102,310,036.29 $ 196,701,724.34
General Motors Corporation's Proportion of Net Income $§ 102,190,006.97 $ 196,436,598.15

Dividends on preferred capital stock—8$5 series (less

dividends applicable to stock held in treasury) . 9,178,220.00 9,178,220.00
Amount Earned on Common Capital Stock........... % 93011,786.97 $ 187,258,378.15
Average number of shares of common capital stock

outstanding during theyear. ... ... ... ..... 42,921,603 42,783,554
Amount Earned Per Share of Common Capital Stock. . $2.17 $4.38

NotE: The above carnings do not include such portion of the earnings of foreign subsidiaries as cannot be
remitted on account of foreign exchange restrictions.,

*For the year 1938 dividends received were in excess of the Corporation’s equity in earnings (net) of sub-
sidiary companies not consolidated.
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GENERAL MOTORS CORPORATION
SUMMARY OF CONSOLIDATED SURPLUS

FOR THE YEARS ENDED DECEMBER 31, 1938 AND 1937

Year Ended Year Ended
Dec. 31, 1938 Dec. 31, 1937
Earned Surplus at beginning of year................... $394,789,741.80 $368,081,225.31
General Motors Corporation's Proportion of Net Income,
per Summary of Consolidated Income. ., .. ....... 102,190,006.97 196,436,598.15
Earned Surplus before dividends.......... ... .. ... ... $496,979,748.77 $564,517 823 .46
Less cash dividends paid or accrued:
Preferred capital stock—$5 serfes.......oooov.. ... $ 9,376,830.00 § 9,376,830.00

Common capital stock:
Mar. 12 {$0.25 on 43,500,000 shares in 1938).... § 10,875,000.01

$ 10,874,999.99
43,500,000.00
43,500,000.00
65,250,000.16

June 13 ($0.25 on 43,500,000 shares in 1938). ...  10,875,000.0¢
Sept. 12 ($0.25 on 43,500,000 shares in 1938).... 10,875,000.00
Dec. 12 {$0.75 on 43,500,000 shares in 1938).... _ 32,625,000.08

TOAY . .o s e ... § 65,250,000.10

$163,125,000.15

Total cash dividends paid or accrued. .. $ 74,626,830.10

$172,501,830.15

Less amount received or accrued by General Motors
Corporation on capital stock held in treasury:

Preferred capital stock—385 serfes............... $  198,610.00 § 198,610.00
Commeon capital stock. ........ ..o il 863,579.40 2,575,138.49
Total. .. ... $ 1,062,180.40 § 2,773,748.49

Net cash dividends paid or accrued... .. § 73,564,640.70

$169,728,081.66

Earned Surplus at end of year......................... $423.415,108.07

$394,789,741.80

Nots: Earned surp]us includes $23,594,205.22 at December 31, 1938 and $33.251,640.52 at December 31,
1937 for net earned surplus of subsidiaries not consolidated; also $1,729,560.21 at December 31, 1938 and
$1,726,848.48 at December 31, 1937 for net earned surplus of companies in which a substantial but not more

than 50% interest is held,
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GENERAL
CONDENSED

DECEMBER
ASSETS
Current Assets: Dec. 31, 1938 Dec. 31, 1937

CaSh. o e et § 175,609,305.72 § 143,859,608.46
United States Government securities—short term-—

at cost (less than market) .. ... ... ... .... 65,885,868.26 4,923,976.82
Other marketable sccurities—short term—at cost

(tess than market} .. ..................... 1,400,145.89 2,100,427.17
Sight drafisand C. O. D, itemis. . . ............ 8,526,729.40 8,074,289.93
Notesreceivable... ... ... ... ... .. ... ..... 878,652.22 1,183,538.80

Accounts receivable and trade acceptances
{less reserve for doubtful accounts: in 1938,
$2,192,065.85; in 1937, $2,298,592.06), .. .. ..

Inventories at cost or less {not in excess of marlket)

Total Current Assets....................... $

68,155,441.38
199,871,639.83

520,327,782,70

53,610,611.99
279,146,383.45

$ 492,898,836.62

fnvestments and Miscellaneous:

Subsidiary companies not consolidated, and mus-
cellaneous (Schedule 1).. .. ... .. ... .. .....
General Motors Corporation capital stock held in
treasury for corporats purposes (in 1938,
637,719 sharescommon, $14,688,179.92;39 722

$ 242,477,567.27 § 245,563,030.64

shares $5 series no par preferred, $3.267,219.38) 17,955,399.30 25,021,584.21

Total Investments and Miscellaneous. . ... .. ... $ 260,432,966.57 $ 270,584,614.85

Real Estate, Plants, and Equipment. . ........ ... ... $§ 738,830,737.78 & 747,817,793.75
Prepaid Expenses and Deferred Charges. ... ....... .. § 800805603 $  5,040,864.58
Goodwlll, Patents, Ete............................ $  50,322,686.38 & 50,322,686.38
TOTAL ASSETS............ . ... ... ... $1,508,012,229.16 $1,566,673,796.18

Notes: Current receivables include amounts of $26,726,999.65

: ; b L009.65 2t December 31, 1

at D.c_ccml,er 31, 1937 due from Gereral Motors .e\ccx:p’tancu Corporation, rcp::senﬁnz:sﬁr?;lgipfxllgois:&frm'-2'::.

:;ggéa. mc(l:onnectmn with cucrent financing of sales of the Corporation’s products; $2,032,581,95 at D”cembe;:'ngi

193 c;:&olgs&;;};ggtzféasgo?T%Lic[mi}ef)3“ lg:'.', ;cpr@sunﬁng current accounts due from subsidiary companic&:.

ar:dqgguia‘.oyés. ﬂ, 7 ,759.11 at Deccmber 31, 1938 and $90,237.49 at December 31, 1937 due from officers
ere are reflected in treasury stock as shown abnve, in connection with the operati g

fﬁépgg?}té'ﬁ E‘fnus E'ltmilj 263,%200 s:'ihlm(i:‘i)gg General Motors Corporation conmfo%l;abgg}?:f g;cgr?:ll:cerl}i {‘ici;a.irg
20, hares a ecember 31, , representing the respective equi : of 2 3 y

S}larcs, Ine. Class B stcek held ot December 31, 1938 and IOT,GES sharezqoufwé]]ggstSBO;tggl%gleg blh;l;et}s& Dsfhgm{

of c::F«’::mmon stock of General Motors Management Corporation held at Deecmber 31, 1937 As cxpl im;f

on Page 55, General Motors Management Corporation was consolidated inte GM Sharas, Ine. d-lu-IngI ?9?368

M OT O ig

CONSOLIPATED

BALANCE SHEET

31,938 AND 1937

CORPORATION

LIABILITIES, RESERVES, AND CAPITAL

Current Liabilities: Dec. 31, 1938 Dec. 31, 1937
Accounts payable. . ... ... $ 61,335,358.03 $ 55,372,055.41
Taxes, payrolis, warranties, and sundry accrued

TLEITIS .« v v e e e e et et e e e 35,647,453.22 39,320,117.42
United States and foreign income and excess profits
taxes and surfaxes. ... e 30,089,040.68 46,669,257.06

Employes savings funds, payable within one year

4,462,714.32

2.758,485.73

Accrued dividends on preferred capital stock. ... 1,529,703.34 1,562,805.00
Total Current Liabilities. . ................... $ 133,084,269.59 $ 145,682,720.62
Other Liabilities:
Employes savings funds, payable subsequent to
ODE YOAT. oo o\ oo ooe oot ee e ae e 4,407,150.33 & 8,008,159.10
Employes bonus (based upon cost of stock dis-
tributableas bonus) . .. . ... o 3,086,395.79 8,725,070.79
Taxes, warranties, and miscelianeous........... 17,607,282.02 14,960,711.50
Total Other Liabilities. . ................ ... ¢ 725100,837.14 § 3169394145
Resetves:

Depreciation of real estate, plants, and equipment 3
Sundry and contingencies. .. ...

362,488,520.30
20,498,281.16

339,351,531.73
30,337,014.73

Total Reserves. .. ..ovovvianaiocninines %

391,986,301 .46

3069,688,546.46

Capital Stock and Surplus:
Capital stock of General Motors Corporation:
Preferred, no par value, stated value $100 per
share (authorized, 6,000,000 shares; issued,
1,875,366 shares of $5 series). .. ....... ..
Common, $10par value (authorized, 75,000,000
shares; issued, 43,300,000 shares) .. ... ..

187,536,600.00
435,000,000.00

o

187,536,600.00
435,000,000.00

Total Capital Stock . . ..............oihot 3

Interest of minority stockholders in subsidiary
company with respect to capital and surplus,
represented at December 31, 1938 by prefer-
ence stock of subsidiary in hands of public. ..

Earmed surplus. ...

622,536,600.00

1,388,613.20
423,415,108.07

622,536,600.00

2,282,245.85
394.789.741.80

Total Capital Stock and Surplus. . .......... ..

$£1,047,840,321.27

£1,019,608,587.65

TOTAL LIABILITIES, RESERVES,
AND CAPITAL...................

$1,598,012,229.46 $1,566,673,796.18

CONTINGENT LIABILITIES: Claints in respect of back tazes, patent infringements, and ot
to the ordinary coursc of business, together with other contingencies, involve amounts tota

her matters incident
Jling approxinately

$17,000,000,00. There §5 no way of determining the amount for which these claims may eventually be scttled

but in the opinion of the managenent and counsel, amounts includs
poserves on the books of the Corporation and its consolidated subsidiarics

tuded in other liabilitics and contingency
are adequatc to cover all settlements

that may k¢ made. In additicn, there {s the claim of the Commissioner of Internal Revenue for $15,342,369.00,
1 the assets of the Fisher Body Corporation,

together with interest from 1927, arisiug out of the acquisition of

No provision has been made fcr any possible loss in connection with this

case for the reason that it is believed

to have been a tax-free reorganization. This position was upheld by the ].]ni_ted States Board of Tax Appeals,
i the Circuit Court of Appeals.

and the ease is now peading upon. appeal by the Commissioner to




GENERAL MOTORS CORPORATION

INVESTMENTS

DECEMBER 31, 1938 AND 1937

Investments in Wholly Owned Companies which are Catried
at Net Worth as Shown by the Books of the Several
Companies:

General Motors Acceptance Corporation., ........
General Exchange Insurance Corporation. ... .. ...
Modern Dwellings, Limited (consohdated in 1938)
Other (consolidated in 1938). . AU

Investments in Subsidiary Compames which are Carried at
Cost Adjusted to Include the Corporation's Proportion
of Undivided Profits or Losses since Acquisition:

Yellow Truck & Coach Manufacturing Company
(includes $9,668,265.01 representing 7% pre-
ferred stockh)s v v in i o in cmiarn S i .

Vauxhall Motors Limited. ......................

Adam Opel A, G..

Automobile dealersh:ps held by Motors Holdmfr
Division . .

Investments in Companies not more than 50% owned which
are Carried at Cost Adjusted to Include the Corporation’s
Proportion of Undivided Profits or Losses at December
31, 1935, and Net Decreases in lts Equities since that
Date or Net Recoveries of Losses Absorbed to that Date:

Ethyl Gasoline Corporation.. .......... ... .ove.
Bendix Aviation Corporation....................
North American Aviation, Inc....................
Kinetic Chemicals, Inc.

Investments in Other Compames which are Carried at Cost:
National Bank of Detroit common stock. .

Miscellaneous:

Balances in closed banks (less reserves: in 1938,
$1,867,995.89; in 1937, $1,871,776.12) ..

Land contracts and mortgages (held princ 1pa11y bv
housing divisions), bonds, and notes.

GM Shares, Inc.—19,495 shares common stoelc in
1938; General Motors Management Corpora-
tton—ﬁ 752 shares common stock in 1937 (see
balance sheet note) . .

Cash and securities in excess of operatmg needs sub-
ject Lo exchange restrictions in foreign countries
(less reserves: in 1938, $4 534,787.17; in 1937,
$659,053.53). . e

Other (in 1938 mcludmg one realty subsuhary,
$I00.00000): . cooes o cions s it G a0t S

Total Investments in Subsidiary Companies Not
Consolidated, and Miscellaneous. ... .......

Norr: The above schedule does not include invesuments in three foreign subsidiaries excluded from con-
solidation in 1938 (81,016,315.47) and one excluded in 1937 ($442,795.64) which are offset by reserves.

# In recognition of foreign exchange restrictions, no effect has been given herein to earnings of Adam Opel

A. G. since December 31, 1933.

Dec. 31, 1938

Dec. 31, 1937

S —

Schedule 1

$ 85,572,119.64 & 84,915,319.03
22,754,927 44

12,479,574.75

28,354,918.44
20,452,754.99
*34 890,024.38

9,242 312.68

11,346,700.21
15,341,659.78
4,510,641,52
652,617.87

6,615,375.00
381,780.00

1,908,674.44

6,028,342.93

394,407.91

3,328,375.58
977,317.55

28,603,125.74
17,420,170.64
*35,030,627.74

15,341,659.78

102,991.52
371,657.78

8,857,536.44

4432 428.55

4,507,308.01
554,617.87

6,712,525.00
1,033,026.26

3,541,194.95

6,363,591.82

1,361,779.31

2,322,975.58

1,335,567.18

$242,477,567.27 $245,563,030.64
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HASKINS & SELLS

CERTIFIED PUBLIC ACCOUNTANTS 67 BROAD STREET
NEW YORK

February 28, 1939.

General Motors Corporation,
1775 Broadway,
New York.

Dear Sirs:

We have made an examination of the Condensed
Consolidated Balance Sheet of General Motors Corpo—
ration and its subsidiaries as of December 31, 1938
and 1937, and of the related Summaries of Consolidated
Income and Surplus for the years ended those dates.
For the year ended December 31, 1938, and for the
twenty preceding years, we have examined or tested
the accounting records of the companies and other
supporting evidence, have made general reviews of
their accounting methods and operating accounts, and
have reviewed the methods of internal contrel and
audit procedure, which appear to be effective, but
have not made detailed audits of the transactions.

In our opinion, based upon such examination,
the accompanying Condensed Consolidated Balance
Sheet and related Summaries of Consolidated Income
and Surplus fairly present, in accordance with ac—
cepted principles of accounting consistently followed
by the companies, their consolidated financial con—
dition at December 31, 1938 and 1937, and the results
of their operations for the years ended those dates.

Yours truly,
HASKINS & SELLS
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GENERAL MOTORS ACCEPTANCE CORPORATION
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

DECEMBER 31, 1938
ASSETS

Current Assets:

Cagh:
United Statesand Canada......................
Other Countries (Note A).......................

Notes and Bills Receivable {including instalments ma-
turing after one year, of which approximately
$5,300,000 mature after 1940):
United States and Canada (Note B).............
Other Countries (Note A).......................

Deductions:
Unearned Income. . ..............coueieinnans
Resgerve for Losses on Notes and Bills Receivable

Total Deductions........

$ 42,179,904.81
1,229,009.41

$353,768,342.59
26,888,027.81

§380,656,370.40

$ 15,754,469.19
6,436,208.45

§ 22,190,677.64

Notes and Bills Receivable, Less Deductions...........,..

Accounts Receivable (including affiliated companies,

B257,427.62) . .. e e,

Total Current Assets. ... . .. inninrnraene, s
Investments (Note C) .. ..o ittt ciae e

Deferred Charges: .
Prepaid Discount (Notes Payable)...............,..
Unamortized Discount and Expense (Long-Term Debt)
OLher, o sl S i L el e b i st

Company Automobiles and Office E« uipment, Less Depreciation

$ 544,369.91
374,823.97
231,862.07

¥ 43.408,914.22

358,465,692,76

632,000.41
$402,506,607.39
260,074.11
764,919.60

1,151,055.95

LIABILITIES, CAPITAL STOCK AND SURPLUS

Current Liabilities:
Notes and Loans Payable:
United States and Canada (including $3,750,000.00

duein 1940) . . ... . ...,
Other Countries {including affiliated companies,
$117,050.00) (Note A) . ...t inienanann.

314{ % Notes, Called for Redemption February 1, 1939,

Including Premium. ..... ... .. ... o i oo

Accounts Payable:

Due to General Motors Corporation and Other Affili-
ated Companies (for wholesale paper purchased,
insurance premiums, ete). ... oo L ...,

Other. . ... e e

Accrued Liahilities:
Interest.. ... ... ... . i,
Federal Income and Other Taxes. . ..............

Dealers’ Repossession Loss Reserves. . ... ... . ... ...

Long-Term Debt:

Ten-Year 3% Debentures, due August 1, 1946, ..., ..
Fifteen-Year 314 9% Debentures, due August 1, 1951...
Contingency and Other Reserves. . ... o iivnvena.

Capital Stock and Surplus:
Capital Stock—8$§100 par, authorized and outstanding,
500,000 shares. .. ... ..ot
Pald-In Surplus. .. ..o o i e
Earmed Surplus. ... ... e e e
Undivided Profits. ... ... i it iiaaas

$133,309,482.84

§ 29,076,214.17
892,094.97

$ 1,446,248.83
4,976,960.02

Total Current Liabilities, . ........ ... ... ...

$ 50,000,000.00
50,000,000.00

$ 50,000,000.00
11,250,000.00
§,750,000.00
15,572,119.64

$404,682,657.05

$153,581,772.38

§,040,000.00

29,968,309.14

6,423,208.85
16,625,363.00
$212,638,653.37

100,000,000.00
4,471,884.04

85,572,119.64

$404,682,657.05

Notes:

(A) Cash of $742,317.76 and Notes and Bills Receivable of $13,180,011.23 were pledged as collateral against
bank borrowings amounting to $11,106,266.88 in countries other than the United States and Canada.

(B) Inchides $6,015,890.34 from General Motors Corporation affiliated dealership companies.

(C) Includes $22,063.74 representing net assets in the Spanish operation; the liabilities of such operation include

$187,437.50 of bank obligations guaranteed by the Corporation,
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GENERAL MOTORS CORPORATION
RECORD OF SALES, EARNINGS AND DIVIDENDS

Net sales, net income, amount paid in dividends and the amount reinvested in the
business since the beginning of the present General Motors Corporation of Delaware are
shown in the following table. Net income and amount reinvested in the business beginning
with 1922 include General Motors Corporation’s equity in earnings (net) of subsidiary

companies not consolidated.

% Income
Disbursed in
Cash Cash Divi-
Balance Dividends dends on Income

Year Net Income Available Paid on Preferred  Reinvested
Ended Available for  Preferred for Common Common and Common _in the
Dec. 31  Net Sales Dividends  Dividends Stock Stock Stocks Business
19178 § 96,295,741 § 14,204,482 § 491,300 § 13,802,592 § 2,294,199 19.49%, & 11,508,393
1918 269,796,829 14,825,530 1,920,467 12,905,063 11,237,310 88.75%, 1,667,753
1919 509,676,694 60,005,484 4,212,513 55,792,971 17,324,541 35.89% 38,468,430
1920 567,320,603 31,750,375 5,620,426 32,129,949 17,893,289 62.29%, 14,236,660
1921 304,487,243 *38,680,770 6,310,010 *44,980,780 20,468,276 — 1 65,468,056
1922 463,706,733 54,474,493 6,429,228 48,045,265 10,177,887 30,489, 37,868,148
1923 695,038,947 72,008,955 6,887,371 65,121,584 24,772,026 43.97% 40,349,558
1924 568,007,459 51,623,490 7,272,637 44,350,853 25,030,632 62.57% 19,320,221
1925 734,592,592 116,016,277 7,639,991 108,370,28C 61,935,221 59.97% 46,441,065
1926 1,058,153,338 186,231,182 7,645,287 178,585,805 103,930,993 59N, 74,654,902
1927 1,269,5190,673 235,104,826 9,109,330 225,995,496 134,836,081 61.23%, 91,159,415
1928 1,459,762,906 276,468,108 9,404,756 267,063,352 165,300,002 63.19%, 101,763,350
1929 1,504,404,472 248,282,268 9,478,681 238,803,587 156,600,007 66.89%, 82,203,580
1930 983,375,137 151,098,992 9,538,660 141,500,332 130,500,002 92.68Y%, 11,060,330
1931 808,840,723 96,877,107 9,375,899 87,501,208 130,500,001 144.38%, T 42,598,793
1932 432,311,868 164,979 9,206,387 *0.041,408 53,993,330 — T 65,084,738
1933 569,010,542 83,213,670 9,178,845 74,034,831 53,826,355 75.711% 20,208,476
1934 862,672,670 04,769,131 9,178,220 85,590,911 64,443,490 77.69% 21,147 421
1935 1,155,641,511 167,226,510 9,178,220 158,048,290 96,476,748 63.18%, 61,571,542
1936 1,439,289,940 238,482,425 9,178,220 229,304,205 192,903,299 84.74%, 36,400,906
1937 1,606,789,841 196,436,598 9,178,220 187,258,378 160,549,861 86.40%, 26,708,517
1938 1,066,973,000 102,190,607 9,178,220 93,011,787 64,386,421 71.99% 28,625,366

The earnings and dividends paid per share of present $10 par value common stock
{outstanding since 1929) for 1929 and subsequent years have been as follows:

Earnings Dividends Earnings Dividends
Year Per Share Paid Year Per Share Paid
1929 $5.49 $3.60 1934 $1,99 $1.50
1930 3.25 3.00 1935 3.69 2.25
1931 2.01 3.00 1936 5.35 4.50
1932 L} 1.25 1937 4.38 3.75
1933 1.72 1.25 1938 2.17 1.30

NoTe: General Motors Corporation of Delaware was incorporated October 13, 1916, succeeding General

Motors Company of New Jersey, organized September 16, 1908,
§ 5 months ended December 31, 1917,

* Deficit.

1 Decrease in surplus.
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UNIT SALES OF CARS AND TRUCKS

The following table shows unit sales of General Motors passenger cars and trucks to
dealers in the United States and Canada, including overseas shipments to assembly plants
and warehouses; production by foreign manufacturing subsidiaries; and total unit sales
from all sources for 1919 and subsequent vears:

Unit Sales to Dealers

in the United States and Unit Sales of
Canada, including Foreign Manufac-
Overseas Shipments turing Subsidiaries®
T Total
Unit Sales
Passenger Passenger from All

Year Cars Trucks Total Cars Trucks Sources
1919 368,338 23,400 391,738 — —_ 391,738
1920 353,033 40,042 393,075 — — 393,075
1921 208,443 6,356 214,799 — S— 214,799
1922 443,625 13,138 456,763 —_ — 456,763
1923 774,617 23,938 798,555 — -— 798,555
1924 562,553 24,788 587,341 — — 587,341
1925 787,148 48,754 835,902 — — 835,902
1926 1,121,771 113,079 1,234,850 — — 1,234,850
1927 1,348,307 214 441 1,562,748 —_ —_ 1,562,748
1928 1,552,617 258,189 1,810,806 —_ —_ 1,810,806
1929 1,554,304 344,963 1,899,267 — —_— 1,899,267
1930 097,937 160,356 1,158,293 7,682 8,140 1,174,115
1931 896,271 137,247 1,033,518 25,588 15,603 1,074,709
1932 448 193 77,534 525,727 21,429 15,814 562,970
1933 671,380 130,224 802,104 46,918 20,013 869,035
1934 902,324 226,002 1,128,326 81,885 30,236 1,240,447
1935 1,324,858 239,394 1,564,252 116,166 35,270 1,715,088
1936 1,599,777 266,812 1,866,589 120,020 51,081 2,037,690
1937 1,646,308 282 473 1,928,781 132,207 55,909 2,116,897
1938 930,301 177,706 1,108,007 149,244 50,498 1,307,749

*There are included above passenger cars and trucks manufactyred by Opel since July 1, 1930 and by Vauzhall
since April 1, 1930.
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EMPLOYES SAVINGS AND INVESTMENT FUNDS

A summary of the condition of unmatured Classes of the Employes Savings and
Investment Funds at December 31, 1938 (including the Class of 1933 which matured
December 31, 1938), and of the results of the matured Classes since establishment of the
Plan in 1919, follows:

Total Total
Unmatured Matured Aggregate
Classes Classes  All Classes
{1933 to (1919 to {1919 to
Class Class Class 19351 1932 1935%
Emplayes 1933 1934 1935 Inclusive) Inclusive) Inclusive)
Savings Fund $ $ E $ $ $

Net amount paid in by employes.. 1,204,990 4,654,045 7,196,928 13,055,963 107,516,080 120,572,043

Interest credited by Corporation. . 253,275 899,287 1,012,457 2,165,019 22,560,077 24,725,096

Total ............ 1458265 5,553,332 8,209,385 15,220,982 130,076,157 145,297,139

Withdrawals by employes........ 527,491 1,747,352 2,838,004 5,112,847 76,662,315 81,775,162

Balance credited to employes..... 930,774 3,805,980 5,371,381 *10,108,135 53,413,842 63,521,977

Employes
Investment Fund

Amount paid in and invested in

stock by Corporation®¥,....... 301,247 1,628,916 2,518,925 4,449,088 63,807,789 68,256,877

Tncome received .. .. oviinnnanaan 115,090 558,080 596,632 1,269,802 26,628,777 27,898,579

Totallnvested ..... ™ 415337 ~ 2,186,996 3,115,557 5,718,890 90,436,566 96,155,456

‘Withdrawals by employes........ 73,189 283,117 247,104 603,410 13,199,213 13,802,623

Balance........ -+ 343148 1,903,879 2,868,453 5,115,480 77,237,353 82,352,833
Amount invested for employes re-

maining in Savings Fund...... 271,451 1,508,003 2,023,787 3,803,241 47,000,635 50,803,876
Amount reverting to Corporation
on basis of original cost of stock
(balance in Investment Fund af-
ter deducting amount invested

for employes)..vuvinrieenan e 71,697 395,876 844,666 1,312,239 30,236,718 31,548,957

Notes: Under the 1919, 1920 and 1921 Plan the Corporation guaranteed to the employes in the Investment
Fund at maturity an amount equal to one hundred per cent of their credits in the Savings Pund, Forfeitures
in the Investment Fund on account of withdrawals did not revert to the Corporation. Beginning with the
Class of 1922, up to and including the Class of 1930, the Plan was amended to provide that thereafter for-
feitures in the Investment Fund would revert to the Corporation and that it guarantee that the Investment
Fund at maturity would equal an amount equivalent to fifty per cent of the Savings Fund credits. Beginning
with the Class of 1931, this guarantee was discontinued; but, however, there is a reversion to the Corporation
on account of withdrawals. The amounts reported for the 1919 through 1930 Classes include Canadian Savings
PFund accounts ul par; the amounts reported for the 1931, 1932, 1934 and 1935 Classes include Canadian
Savings Fund accounts converted into United States funds at the rate of exchange prevailing at the close of
those classes: there is no Canadian participation for che Classof 1933. The above figures do not includc separate
Punds established by overseas subsidiares.

} The Employes Savings and Investment Plan was suspended as of December 31, 1935, and no new classes
have been formed since that date.

* Includes amounts applied by employes to purchase of homes.
** Includes additional amounts required to meet the guarantee for the 1927, 1928 and 1929 Classes.
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PAYROLLS AND NUMBER OF EMPLOYES

The annual payrolls of General Motors Corporation, including salaries and wages, for
1921 and subsequent years, not including certain subsidiary companies, such as Adam
Opel A.G., Vauxhall Motors Ltd., Yellow Truck & Coach Manufacturing Company, and
Fisher Body Corporation prior to the acquisition of the minority interest as of June 30,
1926, have been as follows:

1921...... $ 66,020,481 1927. ..., $302,904,988 1933......8171,184,315
1922.. .. .. 95,128,435 1928, .. .. 365,352,304 1934, ..... 263,204,225
1923, .. .. 138,290,734 1929, ... 389,517,783 1935, . ..., 327,677,624
1924 ... .. 110,478,000 1930...... 279,410,144 1936...... 384,153,022
1925...... 136,747,178 1931, ... .. 236,520,474 1937...... 460,451,744
1926...... 220,918,568 1932, .. .. 143,255,070 1938...... 300,825,930

The number of employes of the Carporation, not including certain subsidiary companies,
for 1938 and prior vears has been as follows:
1909, ..14,250 1915...21,599 1921.,.45,965 1927, ..175,666 1933...137,764
1910...10,000 1916...25,666 1922...65,345 1928...208,981 1934...191,157
1911...11,474 1917...25,427 1923...91,265 1929...233,286 1935...211,712
1912...16,584 1918...49,118 1924...73,642 1930.,.172,938 1936...230,572
1913...20,042 1919...85,980 1925,..83,278 1931...157,586 1937...261,977
1914...14,141 ¥1920...80,612 **1925,,129,538 1932,..116,152 1938...189,039

*Beginning with the year 1920 figures shown in this table are averages for the year.
*+Average for 1926 does not include Tisher Body prior to June 30.

BONUS AWARDS

The General Motors Bonus Plan, established in 1918, provides that there may be set
aside each year as a bonus fund 109, of the Corporation’s net earnings after deducting 7%
on the net capital employed in the business, to be invested in General Motors common
stock. For the period 1923 through 1936, only one-half the fund, or 5% of net earnings,
was set aside for distribution as bonus. Another 5%, of net earnings was paid to Managers
Securities Company from 1923 through 1929, and to General Motors Management Cor-
poration from 1930 through 1936. Beginning with the year 1937, the bonus fund has been
awarded in the form of General Motors common stock under the Bonus Plan. When stock
is not purchased during the year and is available in the Corporation’s treasury, the num-
ber of shares to be distributed is limited to the number computed by dividing the amount
of the bonus fund by the average daily market price of General Motors common stock
during the year. Stock awarded to employes in the bonus group, composed of those receiv-
ing salaries at an annual rate of less than $4,200 a vear, is delivered immediately, while
stock awarded to employes receiving salaries of $4,200 or more is delivered one-fourth at
the time of the award and the balance in three equal annual instalments. A record of the
awards follows:

Number of Number of

Number of Shares of Cammon Number of Shares of Commeon
Year Bonus Awards  Stock Awarded (a) Year Bonus Awards  Stock Awarded (a)
1918......2,279 26,146 1920 .. .. 2,839 167,378
1919 . ....6,453 214,659 (b} 1930 ... .. 1,033 117,624 (d)
1920......6,578 84,966 (b) 1931... .. 1,377 65,807 (d)
1921...... (@ (c) 1932, .. .. (c) {c)
1922...... 550 95,857 1933..... 1,234 51,440
1923...... 647 -120,681 1934, ..., 1,484 71,664
1024 .. ... 676 15,370 1935..... 2,312 189,010
1925...... 947 46,043 1936. .. .. 9,483 211,799
1926...... 1,514 84,869 1937, .. .. 10,026 252,086
1927......2,007 110,689 1938. .. .. {e) 78,750 (e)
1928...... 2,504 78,188

Note: Excludes amounts provided for employes bonus pavments by certain foreign subsidiaries,

{a) Common stock awarded: In year 1918—3$100 par value; 1919 through 1923—mo par value (old): 1924
through 1926—mno par value (new); 1927 and 1928—8§25 par value; and thereafter in present $10 par value,

(b) In addition to the common stock awarded in 1919 and 1920, 18,934 shares of 7% debenture stock were
awarded, of which 14,191 shares applied to the 1919 awards and 4,743 shares to the 1920 awards.

(¢} No bonus was available for the years 1921 and 1932,

(d) Bornus awards in 1930 and 1931 were in Class A stock of the General Motors Management Corporation
which was equivalent, share for share, to General Motors common stock,

{e) .Alth:mgkél 78,750 shares of common stock have been set aside for bonus purposes, the awards have not yet
been made.
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NUMBER OF GENERAL MOTORS STOCKHOLDERS

DISTRIBUTION OF
TOTAL STOCKHOLDERS
BY SIZE OF HOLDINGS
FOURTH QUARTER OF 1938
17O 10 SHARES 1 TC 50 SHARES

51 70 100 SHARES

1718 1% 20 21 '22'23’24'25‘26’27‘28‘29'30'31 32 33 34 '35 36 37 28
NUMBER OF STOCKHOLDERS~FOURTH QUARTER OF EACH. YEAR

1932 ..., .. ..365,985
1933 i 358,761
1934 ... .350,164
1935 ... 337.218
1836, ......... 342,384
1937..........375,755
1938, .....,... 389,509

TOTAL NUMBER OF CARS AND TRUCKS OF ALL MAKES
REGISTERED IN THE UNITED STATES

NUMBER NUMBER
OF CARS OF CARS
8 TRUCKS & TRUCKS
30,000,000 : 30,000,000

25,000,000 : §-25,000,000

20,000,000

15,000,000

1,000,000

5,000,000

41516 1718 '19°20 24 223'2425‘262?‘25'29'30 3132 33 34 3536 37 38
NUMBER REGISTERED DURING EACH YEAR
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