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A P O L I C Y  O F  G I V I N G  T H E  F A C T S  
6v~m.rY.5E~w:7v 

The responsibility o f  an industrial orgonization to  present the 
important facts o f  the business to its stockholders hos olwoys been 
fully recognized by the management of General Motors Corporation. 
The monagement, however, further believes thot, when the operations 
reach the scope and magnitude of those of  General Motors, there 
enters on added responsibilify-one to the community a t  lorge. 
Every effort has been made to  discharge adequately both o f  these 
obligations. It  hos not been considered sufficient to  present, even in 
defoiled form, just ihe important focfs of a stofistical nature. There 
olso hos been presented such salient information of a general chor- 
octer os should enoble the stockholders and the public a t  large to  
obtain as complete an understonding as possible o f  the Corporation's 
position as well as of its operating policies. Any forecost as to  the 
future, however, is considered undesirable. 

The monagemenf's obligofion to  sfate its position extends to  such 
general influences as moy, in its belief, alter the Corporotion's oppor- 
tunity for constructive accomplishments and hence its contribution to  
the general welfare. I t  extends porticulorly to such forces as moy 
develop within the economic area, which are o f  great importonce as 
affecting the stockholders' interests. Such influences are reflected in 
vorious economic policies thot may be adopted from time t o  time by 
the monogement in the interest of the business, or os moy result from 
the general industriol trend, or as may relate to industry by action 
of government. Irrespective of their origin, or whether their influence 
be favorable or  unfovomble as affeding the operations of  the busi- 
ness, i t  is considered an essential respo&biliti to inform the stock- 
holders frankly 0s to  such facts and circumstancer. 

In accordance with this policy, reports are submitted of the end of 
each of the first three quorters o f  a year outlining the results o f  each 
quorfer's operations, occomponied by such comments os seem perii- 
nent. These quorferly reports in turn ore supplemented from time to  
time by messages on special subjects believed to be of importonce to  
the stockholders. As soon as possible after the close o f  the year, an 
onnuol report is submifted, the purpose being to deal comprehen- 
sively, in an historical way, with all the important events that have 
developed during the yeor under review. 



T H E  

O F  T H E  C H A I R M A N  

O F  G E N E R A L  M O T O R S  

G O R P O R A T I Q N  

T 0 O U R  S T O C K H O L D E R S  

THERE IS PRESENTED HEREIN a review of the operations of your Corpora- 

tion and subsidiary and related interests for the year 1940, together with 

a consolidated balance sheet as of December 31, 1940, and a summary of 

consolidated income for the year. There is also presented a center spread 

showing the trend of ccrtain pertinent factors over the years. 

It is recognized that not all of the Corporation's stockholders are 

interested in the detailed presentation of the year's operations as con- 

tained in the main body of its annual report. However, a full disclosure 

therein is essential in order to establish a complete record for future ref- 

erence. For those who are concerned only with the more salient points, 

the following resum6 is presented. 
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In General 
During 1940 the normal production of goods and services in many 

countries was greatly reduced. Industrial countries at war have sub- 
ordinated normal peacetime production to the demands for war mate- 
rials, and their governments have taken over the responsibility of direct- 
ing production and distribution of essential commodities. Curtailment 
of distribution facilities has kept goods and services from normal mar- 
kets in some other areas. In the United States the peacetime organization 
of industry continued to prevail, although strongly affected, and to an 
increasing degree, by war abroad. Thus the existence of war in Europe 
dominated economic activities throughout the world in 1940. 

Automotive production in this country was maintained at relatively 
high levels throughout the first half oE the year. After the usual inter- 
ruption of operations incident to the annual model change, production 
in September and in the succeeding months reached increasingly higher 
levels, reflecting a consumer demand substantially above that of the 
early part of the year. This demand for ar~tomntive products was only 
one of several indications that the national income and purchasing 
power in the United States had been stimulated by the production of 
materials needed by the belligerents for the war in Europe and to an 
increasing degree by the evolution of the domestic program of national 
defense. Such increased purchasing power was reflected very generally 
throughout all the Corporation's various activities as will be seen in the 
following summary. 

In  Terms of Value-The Corporation produced and sold to the dis- 
tributors of its products throughout the world merchandise with a net 
value of: 

1940.. .$1,794,936,642 
1939.. .$1,376,828,337 

Increase 30% 



In  Terms of Automotive Units-Passenger cars and trucks produced 
by the Corporation's United States and Canadian plants and sold 
throughout the markets of the world totaled: 

Sales of non-automotive products also showed substantial increases 
in 1940. 

Competitive Position 
During the year, the Corporation's proportion of new passenger 

cars and trucks sold to consumers in the United States, as measured 
by registrations, was the highest on record, amounting to 45.6% of the 
industry. 

Stackholders, Earnings and Dividends 
The more important figures with respect to these items are tabulated 

below lor 1940 and, lor comparative purposes, for 1939 as well: 

1940 - 1939 - 
STOCKHOLDERS 

Toto1 number o f  stockhddorr a t  end o f  year.. ........ 397,928 386,100 

EARNINGS 

General Moton proportion of net income before inmmc 
and excess profits taxes ......................... $320,649,462 $228.142.41 1 

Less income and emerr profit. taxer.. ............... 125,027,741 44.852.1 89 -- 
Earnings available for  dividends.. .................. $195,621,721 $183,290,222 

Earnings per shore o f  common rtock, after deducting 
dividends on $5 series preferred stock ............. $4.32 $4.04 

AMOUNT OF DIVIDENDS PAlD 

O n  $5 series preferred stock.. ..................... $ 9,178,220 $ 9,178,220 
O n  common stock.. .............................. 161,864,924 150,319,682 -. 

Total ....................................... $171,043,144 $159,497,902 

Percentage o f  earnings disbursed through dividends.. .. 87.4% 87.0% 

DIVIDENDS PAlD PER SHARE 

on $5 prsfcnod rtock... .................... $5.00 $5.00 
O n  common dock.. .............................. $3.75 $3.50 

EARNINGS RETAINED IN  THE BUSINESS FOR ITS PROTEC- 
TION AND EXPANSION 

Tot01 .......................................... $24,578,577 $23,027,468 
Per shore o f  common stock... ...................... $0.57 $0.54 

9 



Earnings in 1940 are reported after providing for excess profits taxes 
of $40,766,505 computed in accordance with the Revenue Acts of 1940. 
The earnings were reduced in the amount of $~g,ooo,ooo to provide an 
additional special contingency reserve due to the continuation of dis- 
turbed conditions abroad. In 1939, earnings were reduced $~o,ooo,ooo 
on this account. In addition, it is the policy to exclude those profits 
realized abroad which cannot be remitted to the United States due to 
exchange restrictions. Thc net balance so excluded from earnings for 
1940 amounted to $3,930,634. 

Net Working Capital and Cash 
The Corporation continues to inaintain a strong financial position. 

Net working capital at the close of 1940 was $477,940,113, compared 
with $434,172,831 at the close of 1939. Cash and marketable securities 
totaled $q33,207,722, compared with $289,921,683 at the close of the 
previous year. Thus the cash position at the end of 1940 showed an 
increase of $iq3,286,ogg over that at the end of the previous year. This 
increase is accounted for in part by special deposits of $38,500,351 held 
on government contracts and is accompanied by an increase of 
$79,681.854 in the amount of taxes payable within a year. 

Plant Development 
Expenditures for real ebtate, plants, and equipment in 1940 amounted 

to $59,352,073. The expenditures were principally for machinery and 
equipment, the purpose of which was to maintain the efficiency of the 
Corporation's production facilities in line with technological progress. 
This included readjustments and additions to plants and machinery 
incident to the introduction of the 1941 line of products. There were no 
extensive developments during the year in~olving new plants nor sub- 
stantial increases in the manufacturing facilities for automotive pro- 
duction. There were included, however, expenditures of $11,60z,ggz 
for facilities to be used in thc production of Allison aviation engines 
and for certain other projectr inaugurated to meet the demands of the 
program of national defense. 

Labor Economies 
The better business prevailing in 1940 is reflected in the following 

summary 01 General Motors employment and payrolls. The increase in 



average annual earnings of the regularly employed hourly wage ein- 
ploye in the United States results principally from the increased num- 
ber of hours worked. 

1940 - 1939 - 
Average hours worked per week by hourly wmge employes 

in the United States. ............................... 39.1 34.9 

Averoge onnuol earnings of regvlady employed hourly wage 
employer in the United Stoter. ....................... $1.804 $1,503 

Increased purchasing power of above m n u d  earnings over 
annual earnings in 1929 ........................... 53% 29% 

Average nvmber of employes cm the brpaoticm's payrolls.. 249,386 220,434 

Total mlarier and wager paid to all Corporation employes.. $492,246,017 $386,292,203 

The Income Security and Lay-OR Benefit Plans, announced in 
November 1938. were in operation in 1939 and 1940. These plans are 
being continued in 1941. 

Executive Management Compenulion 
The executive management group, as defined on page 47, comprised 

184 of the Corporation's major executives at the end of 1940. The total 
compensation of this executive management group in 1940, consisting 
of salaries and bonus participation, was equivalent to $0.14 pcr share 
of common stock after allowance for Federal corporate income and 
excess profits taxes, as against earnings of $4.32 per share. This com- 
pares with $0.18 per share in 1939. 

Total executive management compensation was equivalent to $0.40 
for each $loo of retail price 01 the Corporation's products sold in 1940, 
compared with $0.52 in 1939. For each dollar of total payroll, total 
executive management compensation amounted to r cents and com- 
pares with 2% cents in 1939. 

Bonus Plan 
As a result of thc year's operations, 226,190 shares of common stock, 

together with cash provided for awards to employes of certain foreign 
subsidiaries, were set aside undcr the Bonus Plan and will be distri- 
buted to approxinlately io,qoo individuals. While final allotment of 
these shares has not been determined as yet, the maximum bonus award 
to any one individ~~al will be less than 2% of the total bonus fund. 



Employes Savings and Investment Plan 
The 1935 Class of the Employes Savings and Investment Plan 

matured at the end of igqo, and the amounts distributed to 34,623 
employes participating in this class are tabulated below: 

Amounts 
Distributed 

On account of employes' origlnol swing$. . . . . . . . . $4,230,410 
On occount of contributions by the Corporation. . . . 3,833,430 

Total distributed.. . . . . . . . . . . . . . . . . . . . . . . . . . $8,063,840 

Since the inception of the plan in 1919, a total of $264,301,368 has 
been distributed to employes through this plan of organized sav- 
ings, of which amount the Corporation's contribution amounted to 
$I 13,265,321. The Employes Savings and Investment Plan was suspended 
as of December 31, 1935. The class which matured at the end of 1940 
thereiore is the last class to participa~e under the benefits of this plan. 

Group Insurance Plan 
During 1940 there were paid through the Group Insurance Plan bene- 

fits totaling $6,303,137. This amount included payments to beneficiaries 
of 1,084 of the Corporation's employes who died during the year. Also 
included were benefits paid to 23,984 of the Corporation's employes for 
temporary disability resulting from sickness or non-industrial accidents 
and to 23,986 employes under the hospitalization and surgical operation 
insurance features of the plan. 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. More than 99% of the eligible 
empioyes were participating in the Group Insurance Plan at the end 
of 1940. 

Employes Contributory Retirement Plan 
The Corporation adopted during the year an Employes Contribu- 

tory Retirement Plan effective July 1, 1940. This plan, which is designed 
to supplement the old age benefits under the present Federal Social 
Security Act, provides that all employes in the United States receiving 
salaries in excess of $250 per month, who have completed one year of 
service and who, at the time the other requirements for eligibility 
have been met, have reached age 40 and are less than 55 years of age, 



are eligible to participate. The benefits under this plan supplement the 
present Federal social security benefits and apply to that portion of 
the salary above $250 per month not covered by the Federal plan. The 
cost of the Contributory Retirement Plan is shared by the employes 
and the Corporation. Of the eligible employes, over g3Y0 were partici- 
pating under this plan as of December 31, 1940. 

Cost of Government 
Taxes of the Corporation and its subsidiaries, together with its pro- 

portionate share of taxes of manufacturing companies in which a sub- 
stantial interest is held, accrued or paid in 1940 to the various taxing 
authorities in the United States, including excise taxes paid on products 
sold by the Corporation and in turn passed on to the consumer, totaled 
$PIO,~~I ,OOO. This compares with $1oi,884,000 in 1939, an increase of 
106.5%. Attention is called to the fact that these figures contain only 
such taxes as are definitely ascertainable and do not, by any means, 
represent the entire tax bill. For example, no effect has been given to 
taxes levied against other products and included in the cost of matcrials 
purchased, as such information is not available. 

THE TAX BILL DEFINITELY ASCERTAINABLE FOR 1940 WAS EQUIVALENT TO: 

107.671, of not sorningr evailable M rtockholdarr 

$4.87 per share of common stock while earnings were $4.32 per shore 

$12.13 for each $100 of sales in the United Staler 

$875 for each employe in the United States, and 

$42 for sach $100 of wogss and ialorier paid in the United Stoter 

The total ascertainable tax bill of 5410,411,000 would have been 
reduced by approximately $$.i,rjoo,ooo if the tax structure applicable 
to 1939 had existed in 1940. This is a measure of the increase in taxes 
during the past year. 



AH E C O N O M I C  R E V I E W  

THE 'TREND- W"7- 
150 .  

IN THE UNITED STATES 
I 

I ADIUSTED FOR SEASONAL VARIATION 

Before displaying thc statistical and financial facts and other im- 
portant circumstances reflected in the operations of the Corporation 
for the year 1g40, it  is desirable to review in general terms for the pur- 
pose of establishing a suitable background the various trends of the 
world's economy and certain surrounding influences as they affect the 
Corporation's operations. 

Economic activities throughout the world during 1940 were domi- 
n a ~ e d  by the war in Europc. In nrany countries the normal production 
of goods and services was greatly reduced. In manufacturing countries 
at war normal peacetime production was subordinated to the demands 
for the materials 01 wal.. In other areas curtailment of distribution 
facilities prevented goods and services from reaching their normal 
markets. Governments at war have taken over the responsibility of di- 
recting production and distribution of essential commodities and have 
subordinated the comfort and even the health oi the civilian population 
to the needs of defense. In  the domestic area the peacetime organization 
of industry continued to prevail, although strongly affected to an in- 
creasing degree by the existence of war abroad. 

In the first four months of i g p ,  general business activity in the 



United States receded somewhat from the peak reached at the end of 
the previous year. Automotive production, however, was maintained at 
relatively high levels throughout the first half of the year. After the 
usual intcrruption of operations incident to the annual model change, 
production in September and in the succeeding months reached in- 
creasingly higher levels-refiecting a consumer demand substantially 
above that of the early part of the year. 

This demand for automotive products was only one of several indi- 
cations that the national income and purchasing power in the United 
States had been stimulated by the production of materials needed by 
the belligerents for the war in Europe. Residential building construc- 
tion, employment, payrolls, farm income, estimated national income 
paid out and retail wade were all substantially higher than in the cor- 
responding months of lggg and were increasing rapidly as the year came 
to a close. 

This war material stimulation appeared to be on the point of dis- 
appearing in June at the time of the defeat of France but it was more 
than renewed subsequently by the intensification of British war orders. 
Upon this was superimposed a most intensive program of national de- 
fense in the United States. Expenditures for the Army and Navy rose 
from a monthly average of less than $i5o,ooo,ooo in the first half of the 
year to the neighborhood of $~oo,ooo,ooo in December. Private industry, 
anticipating these government expenditures, accumulated materials and 
expanded production. This was particularly true of the heavy industries 
-the machinery and steel industries in particular increased operations 
to their practical capacity. The textile industry also expanded its our- 
put. The resulting increases in employment affected denland for all 
kinds of consumer goods, particularly for consumer durable goods such 
as the products of the automotive industry. 

A prosperity based upon a stimulation incident to such a program 
of national defense is temporary. It is not necessarily dangerous if credit, 
currency and fiscal policies are sound. Such a prosperity, however, is 
essentially artificial. And because production for national defense is 
unproductive wealth in the sense that it does not add to the standard 
of living, it is added overhead on the economy. As a matter of fact, 
over the long-pull position, it means a reduction in the standard of 
living, unless otherwise offset. And further, such a prosperity is almost 
certain to cause a postwar depression to a greater or lesser degree, 
depending upon the intensity of the movement and the intelligence 
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with which the various forces within the economy are managed. Sound 
credit, currency and fiscal policies can moderate a subsequent depres- 
sion chiefly by preventing an unbalanced rise in the price level. 

At the time of the inauguration of the program of national defense, 
there existed large unused resources in the form of millions of idle 
workers, idle plant capacity, raw materials in abundance and billions of 
dollars of idle capital. Manifestly, the first effort should be directed to 
putting these idle resources to work. The nation should develop to the 
greatest practicable extent the full utilization of its idle resources. Such is 
the first responsibility of both government and industry. By so doing, the 
national income rises. Increased revenues flow from increased activity. 
The expenses of government may be reduced by eliminating, through 
increased employment, the cost of maintaining the unemployed. It may 
well be said that to the degree we bring into use resources now idle, to 
that extent the cost of the program to the nation as a whole is im- 
portantly reduced. In making this statement it is recognized that the 
distribution of such cost is an entirely separate problem. 

The impact of the program of national defense on the economy 
raises at least four important questions:- (a) the extent of the readjust- 
ments that may be required in the economic life of the nation; (b) the 
effect of the financial cost upon the further growth of the public debt 
and upon the financial position of the government; (c) the possibilities 
of a great inflation of the price level; and (d) the danger of a collapse of 
the economy upon the liquidation of the artificial influence of the 
defense program. 

It is hardly within the province of this review to examinc the 
economic significance of these important problems. Only a few gen- 
eral comments are possible. The observation has already been made 
that the first responsibility of industry and government is to promote 
the fullest possible utilization of our idle resources. It must be recog- 
nized, however, that even in so doing, bottlenecks are bound to develop, 
and inasmuch as the policy must be to give the program of national 
defense first consideration, these bottlenecks must be considered and 
dealt with on an individual basis, as good judgment may dictate. 

At the moment of this writing, the full scope or magnitude of the 
program of national defense has not been defined. Therefore, such 
comments as might be made are neccssarily subject to review as cir- 
cumstances change and further information becomes available. Con- 
sidering all the facts now known, however, i t  does not appear at this 



moment as if the magnitude of the program of national defense is such 
as to require a profound disorganization of the economic system during 
its course, that is, if proper economic policies are adopted. 

In its first stage, an appreciable expansion of consumer income and 
its capitalization through expanded output largely within the area of 
consumer goods appear to be possible without handicapping the pro- 
gram of national defense. As we pass, however, from the initial stage to 
the point where we are employing, in general, our idle resources to the 
point of their fullest practical utilization, it may well develop that 
further expansion of consumer purchasing must be restrained in certain 
lines in order to permit an increased output of defense materials. 

In connection with this particular problem, it must be recognized 
that the most vital needs in the area of material for national defense lie 
within a rather narrow area of industry's productivity. Further, it must 
be recognized that the essential productive capacity for such vital needs 
evm at the beginning of the year was largely in the blueprint or early 
development stage. Mass production processes do not lend themselves 
to rapid change. Very little flexibility exists. Our peacetime industrial 
plants can be adapted only to a small extent to the needs of national 
defense. Productive capacity to fabricate raw materials into the essen- 
tial finished product must be developed from the beginning. Therefore, 
the impact on the economy as measured in terms of materials, workmen, 
organization and the incidental services, in all probability, will not 
reach a peak until near the end of the current year, or perhaps even 
later. 

One of the greatest calamities that can befall a nation, and one that 
is especially liable to occur during a situation such as now exists in 
the United States, is inflation. A moderate increase in the average of 
commodity prices is natural and not unduly harmful, because the 
increase in prices tends to increase the available supply and to retard 
demand. On the other hand, a drastic and general increase in the price 
level may be disastrous. It particularly prejudices most wage earners 
and those with fixed incomes. It invariably leads to more serious defla- 
tion with widespread unemploymen~ and the wiping out of values 
when the time for liquidation comes, as it inevitably must. History 
shows that all great efforts, such as the national defense program, have 
been accompanied by a phenomenal rise in the prices of nearly all classes 
of goods and commodities. History also shows that, if inflation is to be 
averted, it must be controlled at its incipience. If that is not done, it is 
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unlikely that any subsequent control can be made effective. 
The forces that lead to inflation are numerous. In all probability 

they can be controlled by preventing credit excesses, by a policy of in- 
creasing the yield of taxes through increasing the productive output of 
the nation by utilizing its full productive capacity, by preventing abnor- 
mal increases in  wage rates, by controlling consumer purchasing power 
in relation to the available supply of consumer goods, and by other 
means. The  prevention of credit excesses requires the promotion of 
savings and their investment in private productive enterprise or in 
government bonds. The control of consumer purchasing power in rela. 
tion to I he availability of consumer goods suggests special excise taxes on 
those goods of which the full production is in conflict with the needs of 
defense. 

Perhaps the cause of inflation most to be feared is an increase in 
wage rates. Unless the cost of living rises, there is no economic justifica- 
tion for a general increase in wage rates. Approximately 85y0 of the 
price of goods and services consumed reflects the cost of salaries, wages 
and other payments for labor. If labor capitalizes on the existing emer- 
gency to obtain increases in wage rates not justified by an increased cost 
of living, prices must necessarily rise. That  is a very definite inflationary 
influence. And there is likely to result an inflationary spiral of advancing 
prices to a point of real danger. 

Another important problem that arises as a result of the impact 
of national defense on the economy is the danger of a collapse upon the 
liquidation of the defense program. And in approximately that time 
area, the economy must also accept the consequences of other postwar 
problems. Any attempt to analyze that problem at this time is hardly 
within the province of a review which should be more importantly con- 
fined to the events of 1940. However, it may be said that no more con- 
structive step could be taken, even at this time, than to develop a 
comprehensive and constructive economic program for the period of 
reconstruction which must necessarily be Faced sooner or later. There 
should be brought to bear the maximum intelligence, experience, cour- 
age and statesmanship available, for in the treatment oI ihe problem 
may well lie the future of democracy and free enterprise-the real 
objectives which the nation is now united in its determination to defend. 

I t  is recognized that the cost of the program of national defense must 
be met, involving not only increased national indebtedness but also 
drastically increased taxes. Nevertheless, too much attention cannot he 



concentrated on the appalling increase in the cost of government as 
reflected in the trend of recent years. If it could be assumed that the 
economy were to be relieved of what might be referred to as "emergency 
taxes" on the liquidation of the program, it would be a source of great 
encouragement to the future of enterprise, but the record does not 
justify any such assumption. Probably no more fundamental attack on 
the post-defense problems could be made than an entire reorganization 
of the tax structure, particularly reflecting the principle that more 
equitable methods and reduced rates might well result in increased rev- 
enues, just as lower prices expand volume in industry. Far too many 
fail to recognize that the cost of government is paid for in the cost of 
goods, and services, just as is the cost of labor. 

While taxes have been both specifically and generally dealt with in 
the various sections of this annual report as applied to recent years. 
the 16-year lonx-time trend indicates morc comprehensively just what 
the facts really are. 

'.". ', . ,r*,.,- >-r".r...Tr..qw~w,~.,- 

INCOME a EXCESS PROFITS T l  
Affiliates as Yo of Earnings Arc 

Year % - -  Yea, To --  
1925 14.4 1933 17.8 
1926 15.6 1934 20.9 
1997 15.4 1935 40.8 
1998 12.9 1936 21.5 
1949 12.4 1937 29.2 
1930 12.6 1938 34.3 
1931 16.8 1939 28.9 
1932 0 1940 72.2 

li Incl t~des income and excess profits taxer accrued by General Motorr arad its sub- 
sidiories, together with its propwtionate share of such taxes accrued by tnonufocturirr~ 
companies in which n substantial interest is held. 
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T H E  P R O G R A M  OF N A T I O N A L  D E F E N S E  

The most important single event that occurred during the year, the 
impact of which is bound to have a tremendous influence on the 
Corporation's activities in the short-term future, was the program of 
national defense, inaugurated about the middle of the year. It influ- 
enced the 1940 operations directly only in a small degree. The national 
defense program may be said to be the greatest productive effort that iu- 
clustry has ever been called upon to make from the standpoints of its 
magnitude, its technical complications and the limited time available 
for accomplishment. Its influence on the economy has been dealt with 
in the section, "An Economic Review." The purpose of this section is 
to deal with the matter from the operating standpoint. 

First, the policy of management with respect to the program for 
national defense should be clearly established. The responsibility of 
industry in this time of emergency stands out crystal clear. lndustry 
becomes the backbone of national defense. War today is more particu- 
larly a conflict between two opposing technologies. The nation that is 
able to capitalize the most advanced technology in terms of mass pro- 
duction is bouud to have a tremendous advantage over any adversary. 
This has already been amply demonstrated. 

Now, what does this mean? T o  illustrate:-it means airplanes of higher 
speed, superior maneuverability, greater carrying capacity, wider radius 
of action, and equipped with instruments of superior effectiveness. 
It means that every instrument in the whole category of defense equip- 
ment must embody the most advanced ideas that the most aggressive 
engineering and production processes make possible. Likewise, every 
such instrument must reflect in its design the maximum adaptability to 
the essential processes of mass production. That is why war is a "tech- 
nological" competition. That is why the responsibility lies so definitely 
within the realm of industry-and, moreover, in a rather narrow area of 
industry 
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As to the management of General Motors Corporation, its policy is 
very definitely established. It proposes to do not only its part, but more 
than its part. It proposes to contribute to the utmost the services of its 
highly organized units of industry together with the experience and 
ability of its operating and technical staffs, particularly in the devel- 
opment of the many additional specialized production units that are 
demanded of a program of this character. I t  believes that its maximum 
contribution to the objective can be made in the more highly technical 
area where, as a matter of fact, the needs are by far the most consequen- 
tial, the difficulties. of meeting these needs are the greatest and the 
available experience in relation to the necessities of the case is the least. 
I t  believes that the emergency involves two prime ohjert.ives:-first and 
foremost, to make America impregnable to attack from without; 
second, to maintain the strongest and most virile economy based upon 
the fundamental principles of free enterprise. While we are preparing 
to defend ourselves against aggression from without, we must not over- 
look the importance of defending our way of living. We must win not 
only the defense, or i f  need be the war, but in doing so we must not 
lose the peace. 

In accordance with the Corporation's policy just defined, contracts 
for defense purposes have been assumed for the account of the United 
States and foreign governments which, as of the end of January 1941, 
totaled $683,400,000. It is estimated that when the plants now under 
construction are completed and running at capacity, the number of 
workers involved in such defense activities will be upward of 60,000. 
These commitments are in addition to large obligations assumed by 
companies affiliated with the Corporation. To  produce all but a small 
part of this material for national defense requires the development of 
entirely new production facilities in which the time element is an im- 
portant factor. 

Special defense materials delivered to the United States, British and 
Canadiali governments in 1940 amounted to approximately $6o,ooo,ooo. 
About 2570 of this total represented December deliveries. It is to be 
expected that production for defense will rapidly accelerate in volume 
as the plants under construction come into productive use. It might be 
said, however, in general terms, that there must elapse a period of about 
a year between the conception of a project and its development to a 
point where production begins. Even then, further time must elapse 
before the full capacity is realired. 
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The sales value of the materials delivered to the United States, British 
and Canadian governments was 355yL) of the total sales volume of 
General Motors in 1940. The  net income realized on such business in 
1940, before Federal taxes, was 1.5% of the Corporation's total net in- 
come for the year, before deducting Federal taxes. The management 
subscribes to the belief that profit resulting from war or defense 
should be importantly restricted. Likewise, it believes that there is a 
responsibility-and a very important one-resting upon industrial man- 
agement to maintain, without prejudice to the program of national 
defense, the financial and operating integrity of our industrial enter- 
prises, in order that after the war is over they may continue to discharge 
their responsibilities to the economy in a virile aud aggressive manner. 

There is a great deal of misunderstanding as to the limita~ion that 
exists in the production of materials for national defense. From the 
standpoint of a long-pull position, there are practically no limitations. 
The capacity and the ability exist to expand indefinitely. In other 
words, such limitation as exists involves solely the essential time of 
preparation. The  quantities that are needed involve mass production. 
Mass or quantity production is not a process that can be started at 
will. I t  is a factory system and requires the most careful coordination 
between many important factors as well as definite procedure in- 
volving rigid limitations. These processes and limitations must be rec- 
ognized if satisfactory results are to be obtained. 

The  essential element in mass production is the period of preparatory 
work, or make-ready. Only after this is completed can mass production, 
as it is popularly conceived, really begin. In  projecting quantity output 
of any particular product, such preparation involves first finding out 
what is wanted; then designing the product, selecting materials to suit 
the purpose, testing the samples and correcting their shortcomings; and 
next determining the most desirable methods of manufacture, the devel- 
opment and construction of tools and machinery adequate for the job, 
laying out the plant for efficient flow of work and planning the final 
production process itself. All of which is rcquircd before the first fin- 
ished products are turned out for use. 

Even in the automobile industry with its long experience in quantity 
production and its yearly model change, no substitute has been found 
for the many months of careful planning and preparation before pro- 
duction can be started on a new design. A year's intensive work is 
essential. 
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As a general rule the intricate devices that characterize modern war- 
fare require plants specifically designed and equipped with special 
machinery to do the particular job. Where existing plants can be util- 
ized, there is usually required a complete rearrangement and re-coor- 
dination of plant facilities to allow for installation of a vast quantity 
of new tools and machines before production can get under way. I t  
can all be done and there is assurance on every hand that the job will 
be carried forward most aggressively. But any expectation that miracles 
can be performed overnight will only lead to confusion in the program 
and to unnecessary disappointment. The  realities must be faced. 

Another factor importantly influencing the production of defense 
material is the difficulty experienced in determining the specific type 
of equipment to be produced and its design. Especially is this true 
under currcnt conditions. Military technology appears to be undergoing 
a rapid change-one might almost say a re>-olution-so far as types and 
specifications of particular war implements are concerned. Designs con- 
sidered adequate yesterday are obsolete today. If, then, new desigus 
become necessary, further delays are inevitable. With the essential 
technique of quantity production based upon careful preparation after 
the approval of a design, even minor changes frequently require a rc- 
building of tool equipment and a re-planning of the job. 

America is the home of the machine. Through the process of indus- 
trial research and the intensive application of an ever-advancing tech- 
nology it  has become possible to produce more useful things and in a 
greater variety than anywhere else in the world. The  efficiency of our 
enterprise, the skill of our workmen and the resourcefulness of in- 
dustrial management have importantly contributed to the strength 
and productive capacity of this country. These are now being capitalized 
in the interest of national defense. Whatever thc demands upon 
American industry in this great program may be, they will be n~ct  
intelligently and aggressively. The  task is an important one requiring 
the utmost understanding and cooperation of which we all are capable. 
But timc is an essential factor. 



A N  O P E R A T I N G  R E V I E W  

CAR, TRUCK, BODY AND ACCESSORY OPERATIONS 
In presenting statistics of the world's markets in last year's annual 

report, only incomplete information was available. Censorship, the 
inclusion of statistical data in the category of military secrets and other 
exigencies of the war have imposed further limitations during the year 
under review so that the difficulty of obtaining statistics for the world 
market is greatly increased. Accordingly, certain of the tabulations in 
this section are modifications of those shown in annual reports of pre- 
vious years. In addition, certain other tabulations have been omitted 
entirely, due to lack of data pertaining to 1940. 

The world trend of unit volume of the automotive industry as pre- 
sented heretofore in the form of registrations or consumer sales of new 
cars and trucks in the major markets of the world is omitted due to lack 
of information. 

Likewise, it has been customary to present statistics on the sales of 
General Motors cars and trucks to dealers throughout the world, in- 
volving production from all Corporation producing sources-domestic 
and overseas. In view of the fact that complete data are not available 
from sources overseas, statistics on sales of General Motors cars and 
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trucks to dealers throughout the world are limited to data on production 
of domestic and Canadian plants, and as such, will be dealt with else- 
where in this review. 

It is reasonable to believe, however, that thc total production of cars 
and trucks in units throughout the world as a whole was not substan- 
tially different in 1940 from 1999. In other words, the increased pro- 
duction of the industry in the United States and Canada was undouht- 
edly more than sufficient to ofket the reduced production of sources 
overseas. 

Domestic Operations 
The trend of production by the automotive industry in the United 

States and Canada is shown in the following table: 

CARS AND TRUCKS PRODUCED BY THE INDUSTRY-UNITED STATES AND CANADA 

Estimated Retail 
Yeor Unils - S a l s  Value - 
1929 ...................... 5,621,000 $5.1 47,000,000 
1930 ...................... 3,509,000 3,060,000,000 

1939 ...................... 3,733,000 3,228,000,000 
1940 ...................... 4,692,000 4,200,000,000 

Increase 1940 Over 1939 26% 30% 

Compared with 1931, the best year since lgeg, the unit volume pro- 
duced by the industry in 1940 W ~ S  6% less, while the estimated value 
of retail sales was 6% higher. Compared with the peak year 1929, pro- 
duction in the year 1940 showed a reduction of 17% in units and a 
reduction of 18% in the estimated retail sales value. 

The trend of sales by the automotive industry in the United States is 
evidenced by sales to consumers. From the low point of the industry's 
sales to consumers, reached in the year 1932, when sales were equivalent 
to ~ 7 . 8 7 ~  of the record year 1929, each year showed an improvement 
through 1936 and 1937, indicating a recovery in those years to a level 
equal to about go% of the 1929 volume. Sales to consumers declined to 



about 50% of the 1929 volume in the secondary depression year of 1938, 
and in 1940 increased to 88.7% of sales to consumers in 1929-a level not 
substantially different from that established in the years 1936 and 1937. 
These facts are indicated in the following tabulation: 

SALES BY THE INDUSTRY TO CONSUMERS IN THE UNITED STATES 

Number of Percentage Number of Percowage 
Year Cars&Truckr of 1929 Year Carr&Trucks of 1929 - - 
1929 ....... 4,620,000 100.O~lo 1935. ...... 3,419,000 74.0% 

The following chart shows the trend of sales of General Motors cars 
and trucks by dealers to consumers in the United States: 

SALES OF GENERAL MOTORS CARS AND TRUCKS TO 
CONSUMERS IN THE UNITED STATES 

The competitive position of the Corporation in the United States 
in the year under review, as evidenced by its proportion of the total 
industry's registrations, was the best on record, being 45.6% of the new 
passenger cars and trucks registered, and 47.6% of the new passenger 
cars. 



The sales of General Motors cars and trucks in the United States 
were as follows: 

1940 - - 1939 - Increase 

General Motors cars and trucks sold to deolen in the U. S. 1,860,354 1,364,426 36y0 

General Motors cars and truck sold by dealers to conrum- 
err in the U. S.. ................................ 1,827,241 1,364.761 34v0 

The Corporation's sales to dealers within the United States of 
1,860,354 cars and trucks in igqo constituted a new all-time record and 
exceeded by 11% the previous record in 1yg6 of 1,682,594 units. Like- 
wise, sales by General Motors dealers to consumers in the United States 
of i,Sz7,241 cars and trucks in igqo constituted a record and exceeded 
by 6% the best previous record in 1936 of 1,720,213. 

Overseas Operations 
I1 has been the custom in this section of previous annual reports to 

present the sales trend in the overseas markets of the cars and trucks 
produced in the United States and Canada in relation to the trend of 
those produced outside of the United States and Canada. The  latter is 
important. In  particular, attention has been called to the increasing 
strength of foreign production, when measured by its percentage of 
total world-wide production, due in  large degree to the constant trend 
toward national industrial independence, regardless of the economic 
consequences. Superimposed upon that are the increasing handicaps 
on exports from domestic sources, resulting from restrictions on inter- 
national trade. For the reasons previously stated, statistics relating to 
sales of foreign manufacturers must be omitted. 

Any appraisal of the operating results of the Corporation's overseas 
operations for the year must give full recognition to the disruption in 
international trade resulting from the European and Asiatic wars. 

Due to the almost total absence of reliable information from manu- 
facturing countries abroad for 1940, no picture of the world trend is pre- 
sented. Instead, the facts are limi~ed to the Corporation's sales to dealers 
in overseas markets of cars and trucks from domestic and Canadian 
sources. These are shown in the following tabulation: 

GENERAL MOTORS SALES TO DEALERS IN OVERSEAS MARKETS O F  CARS AND TRUCKS O F  
UNITED STATES AND CANADIAN MANUFACTURE 

Year Units - Year - Units - Year - Unitr - 
1930 ......... 129,029 1934 ......... 110,918 1938 ......... 154,951 
1931 ......... 86,581 1935 ......... 134,858 1939 ......... 145,238 
1932 ......... 40,706 1936 ......... 154,194 1940... ..... 119,520 
1933 ......... 54,978 1937 ......... 179,841 



Cars and trucks produced by the Corporation's domestic and Cana- 
dian plants and sold to dealers in overseas markets amounted to 119,po 
units in 1940. This was a decrease of 18% from the previous year. The 
sales for the year 1940 were lower than those in any of the previous 
five years. The war was the reason for the decline which undoubtedly 
would have been greater except for the sale of trucks to foreign govern- 
ments for military purposes. 

While the Corporation's sales from American sources have thus de- 
clined, its competitive position has been well maintained. In other 
words, the Corporation's percentage of the business in those territories 
from which returns are available not only shows an increase over the 
preceding year but also indicates a new record for the past twelve years, 
in fact the second highest all-time record. Fairly viewed, the record for 
lgqo may be considered the all-time record, because the previous record 
was established in the year when a major manufacturer was practically 
out of the market. 

GENERAL ENGINE. HOUSEHOLD APPLIANGE AND 
MISCELLANEOUS OPERATIONS 

The purpose of this particular section is to present such developments 
as occurred within the year other than those involving the Corpora- 
tion'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 more 
or lcss unusual, as distinguished from those of a routine character; and 
in the case of new activities, to report their progress until they become 
established as a constructive and productive addition to the Corpora- 
tion's activities as a whole. From the latter standpoint, the following, 
although to some extent dealing in generalities, may be of interest. And 
it might be added that constructive progress has heen made on all fronts 
during the year-perhaps more so than ever before. 

General Engine Group 
Recent annual reports have traced the evolution of the Corporation's 

activities in the design and production of Diesel engines. The hroad- 
ening acceptance of the economies and other advantages of the Diesel 
type oE engine and the promising opportunities lying ahead of the 
Corporation in this activity have already been made a matter of record. 



Results in 1940 showed a markcd improvement over previous years and 
the outlook for further constructive development from the technical 
standpoint more than justifies the observations already made and gives 
great encouragement as to the future possibilities. 

During the year under review there has been a further increase in 
the recognition and use of Diesel power for transportation by rail, 
truck and bus. Diesel locomotives for railroad use are manufactured 
by the Electro-Motive Corporation, a wholly owned subsidiary. Pro- 
duction exceeded by a wide margin any previous year. A new Diesel 
freight unit was produced during the year and operated on trial runs 
on twenty leading American railroads. Substantial orders for the new 
equipment resulted. This product gives Electro-Motive a line of loco- 
motives which makes possible, for the first time, a completely Diesel 
equipped railroad, with many important resulting economies. 

Smaller Diesel units for use in trucks and busses are manufactured 
by the Detroit Diesel Engine Division. Diesel engines for propulsion 
and auxiliary use in naval units as well as for general purposes in 
commercial ships are produced by the Cleveland Diesel Engine Divi- 
sion. These divisions operated during the year at a high rate. The 
Cleveland Diesel Engine Division in particular has received important 
contracts as a result of the program of national defense. 

The Allison aviation engine manufactured by the Allison Division 
received increased recognition during the year as a part of the program 
of national defense. Supplementing the new engine plant which was 
completed in March 1940, referred to in the 1939 Annual Report, an 
addition was constructed and completed during the year, increasing the 
capacity of the plant to approximately 350 aviation engines per month. 
Notwithstanding the fact that the new plant was not physically com- 
plete until March 1940 and having in mind the difficulties in organizing 
an entirely new unit, involving a highly technical product, 1,153 engines 
were produced during the year as compared with 48 the year before. 
A further expansion of the plant is already under way and will he com- 
pleted by next Fall. Production capacity of the entire plant when fully 
developed will he 1,000 engines a month. 

Aeroproducls Division 

During the year under review, the Corporation expanded its partici- 
pation in the airplane industry through the acquisition of the assets 



of Engineering Projects, Incorporated of Dayton, Ohio, engaged in 
the development of airplane propellers. This unit is now known as the 
Aeroproducts Division of General Motors Corporation. While its opera- 
tions are still in the experimental stage, it nevertheless promises to add 
additional strength to the productive capacity of the aviation industry 
by contributing manufacturing facilities for an important component, 
applicable not only to defense but to commercial purposes as well. 

Household Appliance Glrmp 

The Frigidaire Division continued to maintain the position of leader- 
ship which it has held in the electric refrigeration industry since the 
early days of that particular business. In 1940 a new record was estab- 
lished for the electric household refrigeration industry, a gain of 57% 
in units over 1939. This was made possible in part by a substantial 
reduction in prices. About 2,600,ooo household units were sold in the 
United States by the industry in 1940. This compares with the previous 
record of 2,310,ooo in 1937. Frigidaire sales of electric household refrig- 
erators in the domestic market attained a new high in  igqo when over 
600,ooo units were sold, a gain of more than 80% over iggg. 

The Frigidaire Division added an electric range to its line of products 
four years ago. Sales of about 450,000 electric ranges in 1g4o by the 
industry in the United States established a new record. This compares 
with the previous record of qo5,ooo in 1937. Sales of electric ranges in 
igqo by Frigidaire constituted a new high for the Division. 



B W O O U 6 T  E V O L U T I O N  

Through General Motors established policy of product improvement 
by continued evolutionary advancements, the 1941 General Motors 
cars represent the highest level of operating efficiency, comfort and 
styling yet achieved. The fact that General Motors 1940 models were 
so successful created a challenge to present 1941 products surpassing in 
value their immediate predecessors. That this challenge has been suc- 
cessfully met is witnessed by the wide public acceptance of the current 
models, which exemplify the utilization of new developments as well 
as the improvement of existing features. 

Among the many engineering developments and refinements for the 
year, two are of particular interest. Hydra-Matic Drive, which first ap- 
peared on the market with the announcement of the 1940 models, has 
been further refined and, with the facilities for its manufacture ex- 
panded, is now available on a wider range of cars than heretofore. This 
important feature, which eliminates the clutch, takes the operation of 
manual gear shifting out of driving technique. The changes in gear 
ratios, or speeds, are made automatically, thus providing extreme flexi- 
bility and ease in handling. 

The second engineering advancement is the development of a fuel 
system known as "Compound Carburetion," representing an innova- 
tion in motor car engineering practice. T o  the regular dual carburetion 
system is added a second, or supplementary, dual carburetor which oper- 
ates only when extra power is needed. From the standpoint of the 
owner, the benefits of this new development come from increased fuel 
economy and added power. 

The 1941 models incorporate an important safety feature in that all 
doors are hinged at the front to open against the windstream of the 
car in motion. This tends to eliminate the hazard of doors swinging wide 
open if accidentally unlatched, and thus further contributes to the all- 
around safety for passengers and driver created by the strength and 

31 



sturdiness of the Unisteel Turret Top body construction introduced 
by General Motors some years ago. 

Greater roominess, comfort and luxury have been achieved in the 
1941 models through the use of wider bodies, inaeased wheelbase, new 
materials and the refinement of interior appointments. Style leadership 
has been maintained with the continuation in an improved form of the 
popular "Torpedo" type body introduced by General Motors in 1940, 
and the addition of a similar type body in  the low priced car line% A 
new streamlined body type, the "aero-dynamic," has also been accorcled 
a very favorable reception by the public. 

While such advancements as these represent the more striking and 
dramatic features of the new cars, they do not tell by any means the full 
story of the year's progress. Inside and out, these automobiles embody 
in their details of design and workmanship the refinements resulting 
from the persistent application of engineering and technical research. 
While some features are to be found in one line of cars, some in another, 
throughout there is exemplified the constant striving for product better- 
ment for which General Motors engineers have achieved distinction. It 
has always been the policy of the Corporation to build into its products 
the greatest possible value, and it is a matter of gratification that 
through the years General Motors research and engineering groups 
have been able to contribute importantly to making the motor car the 
serviceable mechanism it is today. 

The versatility and progressiveness of General Motors technicians in 
fields outside that of automotive engineering have been demonstrated 
in the past by such developments as the two-cycle Diesel engine, the 
Allison liquid-cooled airplane engine and the use of teuaethyl lead as 
a component of gasoline. These three developments have not only 
revolutionized technique in their respective fields hut have become 
important elements in the national defense program. I t  is a source oE 
satisfaction to the management that these technical developments, as 
well as many others that have resulted from General Motors research 
and engineering activity, are now available for the more effective 
implementation of the nation's vital efforts toward building a strong 
defense. Buttheir  wntributions by no means end there. They will 
continue in the years to come to add to the effectiveness of the nation's 
industrial and economic resources. 



L A B O R  ECONOMICS 

The Corporation recognizes the importance of improving the eco- 
nomic 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 thc vital importance of the purchasing power of the factory worker. 

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 which confronts the national economy is how to estab- 
lish the essential balance between the component parts of productive 
enterprise, so that there may result the greatest productivity to the 
end that more of the people may have morc that will add to the com- 
forts 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 thc years has been steadily upward. Increased wages and 
reduced prices are possible only through the capitalization of techno- 
logical progress, supported by a constantly improving operating tech- 
nique, thus reducing real costs. It is to be regretted that this fact is not 
more generally appreciated. 

While the wage rate detcrmines the labor content in costs, and hence 
selling prices, it is not the sole index in determining the economic posi- 
tion of the worker nor his ability to consume industry's products. I n  that 
problem is further involved the number of hours of work and the con- 
tinuity of employment throughout the year. These are important con- 
siderations to the extent that fluctuations in automobilc production 
cannot be entirely avoided due to the seasonal characteristics of con- 
sumer demand. 



Attention has been concentrated during the past 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. 
Employe Benefit Plans have been adopted by the Corporation to equal- 
ize income in relation to the seasonal trend and the business cycle. Fur- 
ther progress can be looked forward to in the leveling of production 
and in the greater continuity of employment for the worker, but in the 
final analysis, productio~~ schedules of the automotive industry must 
be determined largely by the consumer demand after an adequate stock 
has been established in the field for distribution. 

Employe Benefit Plans 
Income Security and Lay-08 Benefit Plans. 
These plans were adopted in the year 1938 and became effective Jan- 

uary I, 1939. They were described in the annual report covering the 
year 1938. They have now been in operation for two years and are being 
continued in 1941. 

The purpose of these plans is to supplement the income of workers 
during slack periods which may result from seasonal factors, model 
change-overs or from reduced operations incident to the business cycle. 
Under the Income Security Plan advances arc made to hourly wage 
employes with five years' service or more, to insure weekly earnings up 
to 607, of the standard weekly earnings. The employe's standard weekly 
earnings are defined as 40 hours pay at his latest average earned hourly 
rate. The maximum amount that may he advanced under this plan is 
limited to 360 hours pay. Under the Lay-Off Benefit Plan advances are 
made to hourly wage employes with more than two years but less than 
five years of service to insure weekly earnings up to 40% of the standard 
weekly earnings. Advances under this plan are limited to 72 hours pay. 
Advances made under these plans are repaid when work is available to 
the extent of one-half of the earnings in excess of 60% of the standard 
weekly earnings. It should be repeated that the employes' total earnings 
or income over a period of time are not clrauged by the operation of the 
plans. The cost to the Corporation, in addition to the expense of ad- 
ministering the plans, results from the cancellation of advances out- 
standing of employes who die or permanently leave. 



The results of the operation of these plans in 1940 are summarized 
below: 

Told number of employes receiving advancer.. ................... 26,796 
Advancer under the plans ...................................... $1,132,686 
Advoncer repaid through work during the year.. .................. $1,053,828 
Advances outstanding at end of year, after deducting uncollectible items $71,949 

Outstandings on account of 1939 advances were reduced from 
$159,720 at December 31, 1939 to $17,211 at December 31, 1940, so 
that total advances outstanding at December 31, 1940 were $89,160. 

Separation Allowance Plan. 
In March 1940 the Corporation announced the adoption of a Sepa- 

ration Allowance Plan applicable to all salaried employes of the Cor- 
poration and its wholly owned subsidiaries in the United States. Any 
salaried employe with one year or more of continuous service who is 
released for reasons beyond his control is paid a separation allowance. 
The separation allowance amounts to 25% of one month's salary for 
each year of sewice up to ten years. Eor each year of service in excess 
of ten years the allowance is 35% of a month's salary. The minimum 
separation allowance is one-half of one month's salary and the maximum 
six months' pay. 

Under the plan, any salaried employe whose separation is recom- 
mended is assured a thorough consideration and review of all the facts 
before final action is taken regarding release or layoff. An organized 
effort is made to retain, through transfer, such employes if an opening 
is available and the employe is qualified. 

The plan also provides that any released or laid-off salaried employe, 
who has a complaint regarding his separation and who has exhausted 
all steps for adjusting the corllplaint within the division from which he 
was separated, may appeal the case to an official of the Corporation. 

Employment and Payrolls 

The following summary illustrates the increase in the Corporation's 
total employment and payrolls in 1940 over 1939: 

1940 - 1939 - Increase - 
Avemge number of salaried and hourly employer 

on the Corporotion'r payrolls.. ............ 249,386 220,434 13.170 

Total payrolls of the Corporation.. ........... $492,246,017 $386,292,203 27.4% 



During 1940, all hourly wage employes in the United States having 
one or more year's sewice were granted one week's vacation with pay, 
or in lieu of vacation, an allowance equal to 40 hours pay. This allow- 
ance was paid during the last half of 1940. Substantially similar benefits 
were extended to hourly wage employes in Canada. 

The following shows the number of hourly workers employed by the 
Corporation in the United States and wage payments to thosc cmployes: 

1940 - 1939 - Increase - 
A v e r q a  number of hourly workers in the United 

Stater........ ......................... 180,576 155,765 15.9% 

Woges poid to hourly workers in the United States $357,252,822 $263,848,703 35.4% 

The average number of employes in the United States in December 
1940, including both hourly and salaried employes, amounted to 
258,308, which was an all-time record in the history of the Corporation 
for employment during a month. 

Annual Earnings per Worker 

Regularly employed hourly workers in the United States received 
average annual earnings of $1,804 during 1940, compared with $1,503 
in 1939. The increase in 1940 was due principally to thc increase in 
the average number of hours worked. There were 175,499 hourly work- 
ers on the payrolls in the United States throughout the entire year, 
compared with 154,070 in 1939. 

Purchasing Power of Annual Earnings 

Reflecting changes in the cost of living as measured by the revised 
index of the Unitedstates Bureau of Labor Statistics, the average annual 
earnings of regularly employed General Motors workers in 1940 had a 
purchasing power which was approximately 53% greater than their 
average annual earnings in 1929. 



Working Hours per Week 
As a result of the higher level of operations during 1940 the average 

number of hours worked per week by the hourly wage employe in the 
Corporation's plants in the United States was 39.1 hours which is an 
increase of 12.0% over the average of 34.9 hours worked in 1939. 

The Corporation's policy of a basic forty hour week with time and 
one-half for work in excess of eight hours a day and forty hours a week 
remained unchanged during the year under review. In addition, except 
to employes who rotate on continuous operations, double time is paid 
for work on Sundays and on certain specified holidays, and in weeks 
containing one of the specified holidays time and one-half is paid for 
work on Saturday. 

Wage Level 
The average hourly earned rate of the Corporation in the United 

States in 1940 was about qgyo higher than that prevailing in all manu- 
facturing plants and 29% higher than that in 25 major manufacturing 
industries. The average hourly earned rate of the Corporation's em- 
ployes in 1940 was 38.3% above that of 1929. 

Medical and Health Service 
The Corporation expended the following sums in the United States 

for medical service, hospitalization, physical examinations and certain 
miscellaneous activities to safeguard employes from occupational dis- 
eases: 

Average per 
Yeor Total Expended Hevrly Workor - 
1940 $1,298,395 $7.1 9 
1939 $1,119,019 $7.1 8 

In addition, expenditures of more than $3,5oo,ooo were made in 1940 
for the installation of mechanical safeguards in furtherance of the Cor- 
poration's effort to provide the most healthful working conditions and 
to protect employes from accidents. A new all-time safety record in 1940, 
from the standpoint of the reduction of lost-time accidents, marked an- 
other year of safety improvement in General Motors plants. Records of 
the National Safety Council indicate that General Motors plants are 
among the safest in the country. 



C O O P E R A T I V E  P L A N S  

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 practicably 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 
opporlunity is provided for those groups to participate in the success 
of the business for which they are directly responsible, and in proportion 
to cach individual's relative capacity to contribute. 

The second objective merits some amplification. The success of Gen- 
eral Motors depends upon the individual initiative and ability of a large 
group of important executives. Many of this g o u p  operate independ- 
ently for the most part because of the magnitude of the Corporation's 
operations, their geographical distribution, and the many different 
phases of the Corporation's activity. The most effective result and the 
grcatest 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 Corporation on account of the opportunities 
offered, and means are provided for developing the talent within the 
Corporation's organization. Both are vital 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 desir- 
able to effect changes in the plans. 

The Corporation's Cooperative Plans now consist of the following: 

Bonus Plan 
The General Motors Bonus Plan was established in 1918; hence has 

been in operation for more than twenty years. It now provides that after 



deducting 7% on the net capital employed during the year, there shall 
be set aside as a bonus fund 10% of each year's net earnings after all 
taxes including excess profits taxes. This means that before there was a 
bonus fund available in 1940, there was earned for the stockholders 
approximately $86,iyj,ooo, equivalent to $1.78 per share on the com- 
mon stock outstanding. 

At the inception of the Bonus Plan, all salaried employes who had 
been with the Corporation for a full year were eligible to participate. 
Subsequently, the eligibility was confined to those receiving $5,000 a 
year or more. This minin~um was later reduced to $4,200 a year. Begin- 
ning with the 1936 bonus distribution, the salary limit was again re- 
duced and the group eligible for bonus consideration now consists of 
those who receive salaries at the rate of $2,400 a year or more. This 
reduction in the salary limit substantially increased the number of 
eligible employes. Bonus awards, based upon recommendations made 
by the Chairman of the Board of Directors, are made on the authority 
of the Bonus and Salary Committee which is composed of five Directors 
who are not actively engaged in the management of the Corporation 
and who are not eligible for bonus. The action of the Bonus and Salary 
Committee is submitted to the Board of Directors for review and final 
approval. The distribution of the bonus is made in the form of common 
stock of the Corporation, except in the case of certain foreign subsidi- 
aries which distribute their bonuses in local currency. Awards to em- 
ployes receiving salaries of .$z,qoo to $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, onefourth of the award is delivered immediate- 
ly after notification and the balance in three equal annual instalments. 

As pointed out above, the General Motors Bonus Plan provides for 
the establishment of a bonus fund, to which shall be credited an amount 
not to exceed 10% of the net earningsfor the year after deducting 7% 
on the net capital employed, to be invested in General Motors common 
stock. The amount of the total bonus fund in 1940 on the basis of this 
calculation was $ii,g87,oio. When the stock for the bonus awards can 
be taken from the Corporation's treasury, as was the case in 1940, the 
number of shares required has been limited to the number computed by 
dividing the bonus fund by the stock's average daily closing market price 
during the year. Attention is called to the fact that stock in the treasury 
does not consist of shares unissued but rather stock that kds becn pur- 
chased in the open market by the Corporation in previous years for cash. 



In other words the transaction does not alter the total number of shares 
issued. The 226,190 shares available for distribution out of earnings for 
the year 1940 were determined on the basis of the average daily market 
price of $49.24 a share. These shares, together with $2tjo,o33 payable in 
cash to the employes of certain foreign subsidiaries, constituted the Cor- 
poration's honus fund in 1940. This amount excludes the equivalent 
of $1 10,ooo payable in local currency as bonus to employes of foreign 
subsidiaries and applicable to unremitted earnings of such subsidiaries. 
The average cost of acquisition of the stock allocated from the Corpora- 
tion's treasury was approximately $18.28 a share, so that the net amount 
of the bouus fund in 1940, in terms of cost of acquisition of the stock 
distributable, was $4,382,955. 

The individual bonus awards have not been finally determined for 
1940. I t  is estimated now that approximately io,qoo employes of the 
Corporation will benefit by the distribution of the 1940 fund. The 
maximum bonus award, however, to any one individual will be less 
than a 2 %  participation in the total bonus fund. The Chairman of the 
Board, at his own request, is not considered to be eligible to participate 
in the 1940 bouus distribution. 

The record of bonus awards from the inception of the plan through 
the year 1940 is displayed on page 81 of this report. 

Employes Savings and investment Plan 
This plan was inaugurated in 1919 and was suspended as of Decem- 

ber 31, 1935 because of uncertainty as to the legal requirements under 
the Social Security Act and the Securities Act of iggg. The last class 
formed, that of the year 1935, matured on December 31, 1940. This re- 
port, therefore, closes the record of this particular plan. 

The plan at the time of its suspension provided that any employe 
receiving less than $4,200 per year was permitted to pay into the Savings 
Fund an amount not to exceed 10% of his earnings, but not in excess 
of $300 per year. For each dollar of savings paid in, the Corporation 
contributed $0.35 to the Investment Fund. Interest was allowed on the 
employe's payments, while the Corporation invested its own contribu- 
tion 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, an 
employe who withdrew prior to matnrity receiving pro rata benefits. 

Each employe who paid $loo.oo into the fund throughout the year 
1935 was entitled to receive the equivalent of $igo.gi at the maturity 
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of the 1935 Class on December 31, 1940. Of this settlement $loo.oo repre- 
sented the employe's original savings, while the balance of $90.91 rep- 
resented benefits contributed by the Corporation in cash and General 
Motors common stock. 

A total of $8,063,840 was distributed early in 1941 to the 34,623 em- 
ployes who participated at the maturity of the Class of 1935, as follows: 

On account of mmmon stock contributed by the Corporation.. .... $2,564,695 

On account of 5y0 interest on ravings, paid by the Corporation. .. 1,268.735 

Total contributed by tho Corporation.. ..................... $3,833,430 

On account of employer' rovingr ............................ 4,230,410 

Thb maker a total distribution of.  ......................... $8,063,840 

Since the inception of the plan in 1919, a total of $264,301,368 
has been paid out to the Corporation's employes through settlements 
of maturing classes and withdrawals before maturity. Of this amount, 
$151,036,047 represented employes' savings and $113.265,p1 was con- 
tributed by thc Corporation. The return to the employes, over and 
above the amount of their own savings, consisted of the Corporation's 
contribution to the Investment Fund at the formation of each class, 
together with interest on savings, dividends on the common stock and 
appreciation in the value of the stock during the life of these classes. 

Group Insurance Plan 
The Group Insurance Plan offers three types of protection at a very 

low rate to the Corporation's employes who have completed three 
months' service. Life insurance is available to all such employes. In 
addition, employes receiving less than $4,200 a year may participate 
in sickness and accident insurance and in hospitalization and surgical 
operation insurance. 

The plan is cooperative, the direct cost being shared by the Corpora- 
tion and the employes, the Corporation assuming the entire administra- 
tive expense. 

During 1940 there were paid through the Group Insurance Plan bene- 
fits totaling $6,303,137. This amount included payments to beneficiaries 
of 1,084 of the Corporation's employes who died during the year. Tem- 
porary disability benefits resulting from sickness or non-industrial acci- 
dents were paid to 23,982 employes, and benefits were paid to 23,986 
employes under the surgical benefits and hospitalization insurance fea- 
tures of the plan. Since the inception of the Group Insurance Plan in 
December 1926, claims totaling $46,199,037 have been paid. 



At December 31, 1940 more than 99% of the eligible employes were 
participating in the life insurance feature of the plan; nearly 99% 
were participating in sickness and accident insurance; while over 95y0 
were participating in hospitalization and surgical insurance, which has 
been in effect since July I ,  1939. 

Employes Contributory Relirement Plan 
At the annual meeting of the stockholders held on April 30, 1940, 

the adoption of the Employes Contributory Retirement Plan was ap- 
proved. The plan was made effective as of July I, 1940. 

The plan, which is designed to supplement the old age benefits under 
the present Federal Social Security Act that covers the first $250 of 
monthly earnings, provides that all employes in the United States 
receiving salaries in excess of $250 per month, who have completed one 
year of service and who, at the time the other requirements for eligibility 
havc bccn met, have reached age 40 and are less than 55 years of age, 
are eligible to participate. 

The plan as adopted provides that each participating employe will 
contribute 57, of the amount of his monthly salary in excess of 96250. 
As of October I, 1940 the minimum monthly contribution was fixed 
at $2 for employes receiving in excess of $250 and up to $290 per month. 
The employe may contribute into the plan only up to age 60, except 
those employes who become eligible after age 45, who may contribute 
for a period of 15 years or to the date of retirement, whichever is earlier. 

The Corporation contributes the balance of the funds necessary to 
provide the annuity benefits under the plan. It is estimated that the 
cost of the plan to the Corporation for the year ending June go, 1941 
will be $735,000, including $35,000 on account of the increase in the 
minimum contribution to $2 per month. After allowing for savings in 
Federal normal corporate income taxes, the net cost to the stockholders 
would be $558,600. 

Monthly retirement benefits at age 65 under the plan will be equal 
to 3 0 7 ~  of the employe's average monthly contribution into the plan 
during his participation in the plan multiplied by the number of years 
he has contributed under the plan. The maximum monthly benefit paid 
to an employe on his retirement may in no event exceed $1,250. 

All employes eligible to participate in the plan will be retired auto- 
matically at age 65 except in special cases. At the Corporation's option, 
an employe may he retired at any time between ages 60 and 65, in which 



event the employe will suffer no reduction in retirement income already 
provided by his own and the Corporation's contributions. If the em- 
ploye retires voluntarily between ages 60 and 65, provision is made for 
the payment of retirement income on a reduced basis. 

A contract has recently been negotiated between the Corporation and 
the Aetna Life Insurance Company, the Metropolitan Life Insurance 
Company and the Prudential Insurance Company of America providing 
for the purchase from these companies of the annuities payable under 
the plan. 

As of December 31, 1940, over 93% of the total eligible employes were 
participating under the plan. 

Education and Training 
The urgent requircrnents 01 ~11e national defense program are focus- 

ing attention on the need for trained personnel for the production in 
quantity of technically intricate products. General Motors has always 
recognized this need and for many years past has conducted for its 
employes a number of organized training activities. These are com- 
posed of the apprenticeship and foreman training programs offered by 
many of the Corporation's divisions, and the work of the General Motors 
Institute at Flint, Michigan. 

The General Motors Institute was established in 1920, and in its 21 

years of existence it has trained more than 75,000 General Motors 
workers and supervisors. The current academic year began with an 
expanded physical plant and teaching stag 

The Institute's long background of experience with methods of in- 
struction and training procedures now is invaluable to General Motors 
divisions engaged in or preparing for production of defense equipment. 
At General Motors plants where defense requirements have demanded 
new skills, the practice generally is being followed of familiarizing men 
with specific operations by means of short, intensive training courses. 
Procedures of instruction are adapted to local needs and problems, and 
the General Motors Institute cooperates with the various divisions by 
furnishing training plans and instruction material. These training 
courses for special defense work are separate and apart from the stand- 
ard apprenticeship programs designed to produce all-around mechanics 
and expert craftsmen. I t  is hoped that this intensification of industrial 
education will be an additional contribution to the progress of the 
national defense program. 
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E X E C U T I V E  M A N A G E M E N T  
C O M P E N S A T I O M  

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 net capital employed. Both factors, as affecting any par- 
ticular individual, vary with the ability of the individual and with the 
opportunity for accomplishment. As to ability there is no need of elab- 
oration. By "opportunity for accomplishment" is meant the degree of 
responsihiliry involved in the individual's contribution to the Corpora- 
tion's progress, affected, as it must be, by volume possibilities. 

I t  follows that when the volume of business importantly declines the 
opportunity to accomplish is likewise reduced. That part of total com- 
pensation emanating from a participation in the profits automatically 
adjusts itself with the state of business, because as volume recedes profits 
decline at an increasing rate. That part emanating from salary is subject 
to adjustment, depending upon general economic conditions. 

Executive management participation in profits comes through the 
application of the Bonus Plan. With respect to profit possibilities, the 
effect of taxes, corporate and personal, has become a factor of increasing 
importance. Compensation arising out of profit participation through 
the Bonus Plan is based upon profits after the deduction of income and 
excess profits taxes. Thus, the increase in taxes results in a reduction 
in compensation. 

There is a broad coverage of the Corporation's total salary group 
eligible for benefits under the Bonus Plan. For several years previous to 
1936 all members of the organization receiving salaries at the annual rate 
ol $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 up to $4,200 a year. The Bonus Plan is described in detail 
under "Cooperative Plans." 

Total Compensation Position of the Three Highest Remunerated Executives 

Both the salary and the bonus participation factors which constitute 
total compensation are affected importantly by the opportunity to ac- 
complish, and are further influenced by the state of the business. The 
fluctuations in the business cycle not only affect business profits but 
also result in wide variations from year to year in that part of an execu- 
tive's compensation resulting from profit participation, so that the real 
level of compensation can be measured only by the average received 
over a period of years. 

Any consideration of the problem of compensation must also involve 
the influence of personal income taxes as affecting the amount available 
to the individual to spend. For, as the cost of government must be paid 
for by the consumer in the form of higher selling prices, thus diminish- 
ing real purchasing power, so such coat must be reflected in all com- 
ponents of the national economy. Compensation, whether it be of the 
worker or the executive, is no exception. 

T o  show the influence of the business cycle and the effect of taxes on 
total compensation, the three highest remunerated executives over the 
past ten years have been selected for illustration, based on the assump 
tions hereafter stated: 

SALARY 

TEN YEARS-1930 THROUGH 1939 

Highest Salaried Second Highert Third Highest 
Executive Salaried Executive Saiariod Executive 

Maximum ..................... $200,000 $1 50.000 $1 20,000 
Minimum.. .................... 1 12.500 76.666 83,173 

BONUS PARTICIPATION 

Maximum.. ................... $41 1,161 $387,450 $258,615 
Minimum ...................... -0- -0- -0- 

TOTAL ANNUAL COMPENSATION 

Moximvm. .................... $561,161 $507,450 $353.655 
Minimum.. .................... 1 12,500 76,666 90.000 

AVERAGE ANNUAL TOTAL COMPENSATION 

Before allowonce for perronal 
Federal income taxes.. ....... $274.796 $289,681 $205,707 

After allowonce for personal 
Federal income taxas.. ....... 11 9.1 92 124,802 98,152 



The above representations are based upon the following premises: 
(a) The period used covers the ten years through 1939. Five years re- 
flected reasonably good earnings, while the remaining five were years 
of relatively low earnings. (b) Deductions from the individual incomes 
due to taxes are based upon personal normal and surtax rates as they 
exist today, but do not reflect the deduction for "defense taxes" applic- 
able to individual incomes for the five years beginning with 1940. 
(c) While the total tax liability is influenced by income from investments 
and other sources, nevertheless it has been assumed that the executives 
in question had no income other than that derived from the compensa- 
tion received from the Corporation. (cl) 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, even though delivery of stock under the Bonus Plan is actually 
made in four equal instalments over a period of three years. (e) Bonus 
stock is valued on the same basis as it is awarded and not at the cost to 
the Corporation which was generally lower. (9 No deduction? haw heen 
made for State income taxes which in New York currently would 
approximate 8'%. 

The amount of bonus participation for 1940 has not been finally 
determined, so that 1940 has not been included in this comparison. 
It is anticipated that the 1940 bonus participation of these executives 
will be determined by following the practice of past years, except that 
the Chairman, who is one of the executives used in this comparison, 
has at his own request been eliminated since January 1, 1937 from fur- 
ther participation in the bonus. 

I t  will be noted from the above table that in a year of good business 

total compensation has been relatively large. In years of poor buhess, 
total compensation is reduced by about 80% as applied u, these illustra- 
tions. The increasing cost of government has the effect of reducing the 
profits of the stockholders, increasing selling prices and reducing volume. 
Likewise, the amount of executive compensation to the recipient is 
drastically reduced by increasing taxes. The amount paid to General 
Motors cxccutives 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 ten-year period, so that, generally 
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speaking, each of the three executives would be left with an amount 
only substantially equal to the base salary. 

Total Compensation of Executive Management Group 

In order to report the cost of executive management, the question is 
necessarily raised as to what constitutes management in a business of 
buch 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. 
And in 1940, there was superimposed on these normal activities the 
added responsibilities in connection with the national defense pro- 
gram. 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: 

". . . the principal executive officers of the Corporation: the 
executive heads of its General Administrative Staffs; thc execu- 
tive heads of the Operating Divisions and wholly owned Sub- 
sidiaries; the four principal functional executives of the more 
important operating units; and the executive in charge of each 
of the assembly and manufacturing plants in thc United Statcs 
located away from divisional headquarters and of the overseas 
assembly and merchandising operations." 

A total of 184 individuals was included in the above defined list aL 
December 31, 1940, the same as at the end of 1939. In  the comparisons 
which follow, compensation is represented by salary and bonus partici- 
pation. As to the latter, it includes that part and only that part of the 
bonus fund distributed to the executives within the group included in  
the executive management category as defined above. The  amount of 
their bonus participation for the year 1940 has not been finally deter- 
mined. The  figures used in the following comparisons, therefore, are 
based on a preliminary estimate of the 1940 bonus participation of these 
executives as a group. 

T o  enable the stockholders to obtain an understanding of the cost 
of executive management, certain relationships have been developed as 
shown below. In  these relationships the estimated 1940 bonus awards 
are valued at  $49.24 per share of General Motors common stock which 
is the average daily closing market price of the stock for the year 1940. 
This is also the price used in determining the number of common shares 
available for distribution from the bonus fund provided om of rgqo 



earnings. For 1939, the bonus awards were valued at $qE.ig per share of 
common stock, the average market price for that year. In the relation- 
ship of executive management cost to profits, allowance is made for the 
fact that such costs are deductible in the determination of Federal 
income and excess profits taxes. 

EXECUTIVE MANAGEMENT COST 

PER SHARE OF COMMON STOCK 1940 1939 - - 
Executive management rolarior.. ............................. $0.06% $0.08% 

Supplemental compensation under bows plan.. ................. 0.07% 0.09% - -  
T m l  ................................................... $0.14 $0.18 - -  

(Earnings per shore of common dock in  1940 were $4.32, ond in 1939, $4.04) 

PER $100 OF RETAIL PRICE OF PRODUCTS SOLD 

Executive management raloriar.. ............................. $0.20 $0.26 

Suppiomento1 compensation under bonus plan. .................. 0.20 0.26 - -  
Total .................................................. $0.40 $0.52 - -  

PER DOLLAR OF TOTAL PAYROLL 

Exewfivc monogemen1 solorior.. ............................. $0.01 $0.01% 

................. Svpplemcntal compensation under bonus plan.. 0.01 0.01% - -  
Total.. ................................................ $0.02 $0.02% - -  

PER DOLLAR OF PROFITS EARNED FOR STOCKHOLDERS 

............................. Executive management ralarios.. $0.012/5 $0.02 

Supplementd compensation under bonus plan.. ................. 0.01% 0.02% -- 
T o t  ................................................ 50.03 60.04% 

PER DOLLAR OF TOTAL VOLUME OF BUSINESS 

............................. Executive mmogement salaries.. 60.00% $0.00% 
................. Supplemental compcnrotion under bonus plan.. 0.00N 0.00% - -  

Total .................................................. $0.00% $0.00% - -  
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Number of Individuals Receiving Salaries of $10,000 or More per Annuln 

The following tabulation shows the number of executives in various 
salary groups receiving salaries at the rate of $~o,ooo or more pcr 
annum as of December 31, 1940, whether or not included in the execu- 
tive management group as defined above: 

Amount of Salary 

.................. $i0,000 to $ 20,000 .................. 20,001 to 30,000 .................. 30,001 to 50.000 .................. 50,001 to 75,000 .................. 75,001 to 100.000 ................ 100,001 to 200,000. 

Tot01 .............................. 

Number ef 
Individuds - 

300 
49 
18 

The number of executives in this group is simply indicative of the 
magnitude, diversity and geographical distribution of the Corporation's 
operations. 



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 interesting to 
the stockholders. 

Due to the force of economic uecessity and through a process of evo- 
lution, certain units of industry have become large. This is because of 
the continuously broadening market for industry's products and serv- 
ices resulting from the production of more useful things at continually 
lowered prices. There is superimposed upon this evolutionary process 
the additional inRuence of an increasing need for integratiou of manu- 
facturing proccsses involved in mass production. The effect of such an 
evolution on the capital structure is to require ever increasing amounts 
of capital. The old concept of individual ownership is less applicable 
in mass production industries. The position is being approached, if 
it has not already been reached, when management, speaking in the 
broad sense, will become largely divorced from ownership in the mass 
production organizations of the industry of today. And while this may 
apply particularly to the United States, due to the larger markets that 
industry has enjoyed here, 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 dis- 
charged 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 involved in this particular question. But it is 
desirable that the facts be stated as they exist, so far as General Motors 



Corporation is concerned, 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 
involved, yet if it is to be assumed that the responsibility of any man- 
agement to any business cause has any relationship whatsoever to the 
personal stake involved in that cause, then that relationship is impor- 
tant in the instance of General Motors Corporation. 

Among the twenty-seven Directors, fifteen are directly concerned with 
and devote all their time to the management of the Corporation's af- 
fairs. This particular group owns and controls 1,908,400 shares of Gen- 
eral Motors common stock which at $48.00 per share, the closing market 
price on Dcccmber 31, 1940, represent an investment of $g1,603,00o. 
Three other members of the Board, not directly concerned with the 
operating management, own 670,500 shares, representing an investment 
of 5132,184,000 at $48.00 per share. Six other members have holdings of 
268,900 shares, an investment of $lz,gol,ooo at $48.00 per share, and 
also represent the large stock interest of the E. I. du Pont de Nemours & 
Company. The remaining three members are neither concerned directly 
with the operating 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 3,600 individuals in the supervisory group 
wi~hin the operating organization, who devote all their time to its serv- 
ice, are owners to the extent of 932,400 shares, an investment of 
$44,755,000. Thus there is directly involved in ownership management 
in General Motors Corporation a total of 3,782,300 shares, an invest- 
ment of ~18i,rjrjo,ooo. 

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

The operating management g o u p  of General Motors Corporation 
has a very real personal stake in the success of the enterprise. 
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PUBLIC RELATIONS 

One of the important and continuing responsibilities of industrial 
management is the promotion of a better understanding of mutual 
problems affecting various elements of our industrial and economic life. 
This means that there must be not only a better knowledge and under- 
standing of the public by industry, but a wider knowledge of the prin- 
ciples and processes of industry by the public. 

General Motors has long recognized that good relationships in the 
broader sense begin with constructive and mutually satisfactory policies 
as affecting those with whom the Corporation has direct and immediate 
dealings. Included are employes, customers, stockholders, dealers and 
suppliers. T o  these must be added its relationships with the community 
itself. In this connection it is gratifying to note an increasing interest 
on the part of the public in the role of industry in our society, an 
awakened desire to understand better industry's functions in the general 
economy. This spirit of inquiry is one of the most promising indications 
of progress toward still further satisfactory relationships. 

Under our democratic way of life understanding is the basis of all 
progress. Accordingly, industry must strive to know ever better the 
necds and desires of those it serves. In General Motors the Customer 
Research Staff maintains carefully planned and continuous studies to 
determine the public's likes and dislikes as regards the Corporation's 
products. This to the end that those products and services may become 
of constantly greater benefit and usefnlness to the buyer. 

The community is entitled to an understanding of the basic prin- 
ciples that govern industry's ability to contribute to its well-being. 
Throughout its field' organization and wherever its plants are located, 
General Motors endeavors to be a "good neighbor," to promote mutual 
understanding and hence better relationships everywhere. There is no 
conflict-and there can be no conflict-between sound business policies 
and the public interest. 
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Important a? thew factors are under normal conditions, they become 
of far greater consequence under conditions of emergency and stress. 
Today industry's productive facilities, its resources of manpower, skill 
and technical ability are being called upon to supply the implements 
for an impregnable national defense. As evolved under our system of 
frce enterprise, industry's ability to produce, which in normal times 
served to advance our standards of living, now, in time of emergency, 
is emphasized as a vital source of national strength. Thus on a new 
and dramatic front the interests of industry and the community at 
large are bound together. It may be said that the progress and effective- 
ness of the defense effort will depend to a considerable degree upon a 
widespread understanding of the problems involved and the means 
through which our national defense objectives must be attained. 

In Gcncral Motors it is recognized that the more widespread the 
understanding, internally and in the community at large, of the basic 
factors, policies and problems of its operations, the better service the 
organization is able to render, whether in normal or in emergency 
times. 1'0 the promotion of such understanding as will make possible 
in its own field a maximum contribution to the welfare and progress of 
all concerned, Gencral Motors continues to devote its persistent efforts. 

With the close last fall of the New York World's Fair and the 
Golden Gate Exposition in San Francisco, General Motors concluded 
one of its most dramatic presentations to the public. The attendance at 
the General Motors exhibits during the two years of showing was about 
nq,ooo,ooo persons at the New York World's Fair and 6,800,ooo at the 
Golden Gate Exposition. Not only did these millions of people have the 
opportunily of inspecting a full line of General Motors products hut 
in the Previews of Progress and in other demonsuations they saw and 
heard dramatically ~~ortrayed the processes through which scientific 
research and industrial enterprise move forward in the production of 
more goods for more people. Particularly did the Futurama-considered 
one ol the outstanding attractions of the New York World's Fair-express 
the concept of the social and economic function of industry and trans- 
portation as related to the future. This feature was presented not as a 
forecast, but rather as a symbol of progress in many fields of industry. 

It is a matter of satisfaction that these exhibits received such enthu- 
siastic response from visitors from all parts of the country. It is reason- 
able to believe that the beneficial results accruing to the Corporation 
will continue for many years to come. 



MOVING F O R W A R D  

General Motors Corporation has not deviated from the policy it has 
followed down through the years of investing the capital essential to 
maintain the efficiency of its manufacturing operations; and 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 con- 
structive opportunities have presented themselves. I t  has continued its 
research and engineering activities aggressively for the purpose of in- 
creasing its efficiency and developing new and useful products. 

Expressing this policy in terms of the capital investment which is 
applicable to plant utilized in its regular operations, exclusive of tools, 
dies, etc. specifically related to its yearly product program and written 
off as a part of the cost of production of the model to which they apply, 
the Corporation expended $47,749,081 for plant construction, real 
estate and equipment in igqo and approximately $338,ooo,ooo over the 
seven years since the low point of the world depression. 

The expenditures for plant construction and the purchase of real 
estate and equipment for regular operations in lgqo did not involve 
any important increase in existing facilities as such, but represented in 
part an adjustment to bring such facilities in line with current tech- 
nology, and to provide equipment essential for the 1941 line of products. 

The Corporation's participation in the national defense program and 
in the production of war materials for the British and Canadian gov- 
ernments, exclusive of cxisting plant facilities directly or indirectly 
assigned for such work, has necessitated the expenditure during igqo 
of $ii,6ozrgg2 for plant construction, real estate and equipment for its 
own account. In addition, the Corporation appropriated $27,5@,000 in 
1940 to be expended for plant construction, real estate, equipment and 
tools for the account of the United States, British and Canadian govern- 
ments, of which $7,764,203 was expended in 1940. The Corporation is 
to be reimbursed for these expenditures and title to the assets passes to 
the respective governments. 
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COST OF 6OI I IERNMENT 

Previous annual reports have included a section on the "Cost of 
Government." This section is included again because it is recognized 
that the continuous increase in the cost of government must, of neces- 
sity, more and more adversely affect costs and selling prices, and, like- 
wise, 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. 
It is recognized of course that the defense program must be paid for. 
Nevertheless the alarming increase in the cost of government over the 
past few years, with its economic influence upon 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. 

i t  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 govern- 
ment in terms of taxes levied directly on the Corporation's own opera- 
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tions. For the purpose of reflecting the cost of government as measured 
by taxes definitely ascertainable, there are presented herein data bascd 
upon all taxes accrued or paid directly by the Corporation and its sub- 
sidiaries, together with its proportionate share of direct taxes paid by 
manufacturing companies in which a substantial interest is held, and 
including excise taxes paid on products sold by the Corporation. It 
must be recognized that from the consumer standpoint, even as applied 
to the Corporation's products, there are additional taxes, such as sales 
taxes, that importantly reflect the cost of government but are not in- 
cluded in this analysis. 

Total Ascertainable Direct Tax Bill 
1940 - 

Taxee owrued or p d d  by Gensroi Motors Corpomtion and its offiliotsr to 
the various foxing authorities within the United States (including excess proRtr 
taxer of $45,932,000). .......................................... 5170,832,000 

Excirs taxes on produd. soid by the Corporation and paid directly to the gov- 
ernment ........................................................ 39,579,000 

Told ascertainable direct tax bill ................................... 1210.41 1,000 

The Trend of Cast of Government 
Substantially higher taxes were paid in 1940 due to increases in cor- 

porate income, excise and other taxrates and the imposition of the excess 
profits tax. The ascertainable direct tax bill of $2 I O , ~ I  ~ o o o  in 1940 was 
approximately $~I,~OO,OOO, or 51.5% higher than it would have been 
if computed under the 1939 tax structure. The difierence is a measure of 
the increase during the last pear of the cost of government to the con- 
sumer and to the stockholders of General Motors Corporation. 

Tax Bill in Relation to Earnings, Sales and Payrolls 
The ascertainable direct tax bill in 1940 of $~10,411,000 was 7.6% 

greater than total net earnings available for dividends, and more than 
twice the corresponding figure of $101,884,000 in 1939. 

The effect of this total ascertainable tax bill can be illustrated by the 
following relations: 

1940 1939 1938 1937 - - - -  
Tax bill per dare of mmrnon dock..  . $ 4.87 $237 $1.72 $2.45 

Tax bill per $100 of roles in U . 5  ..... $12.13 $8.12 $7.95 $7.22 



The relationships below express the effect of the total ascertainable 
tax bill in still another way: 

1940 1939 1938 1937 - - - -  
Tax bill par employe in U. 8. .  . . . . . . $875 $523 6 450 $444 

Tax bill per $100 of payroll in U. S.. . $ 42 $ 28 $ 27 $ 24 

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 stockholder and to the consumer of General 
Motors products, inasmuch as there are included only those taxes defi- 
nitely ascertainable and paid or accrued with respect to the Corpora- 
tion's direct operations and sales. In other words, it reflects in no sense 
the tax bill as a whole. No effect has been given to the cost of govern- 
ment as reflec~ed in the cost of materials purchased and consumed or 
in the cost of services rendered the Corporation and its affiliates in 
the conduct of their business, nor to the effect of taxes imposed upon 
channels of distribution. 



A  F I N A N C I A L  R E V I E W  

EARNINGS AVAILABLE FOR DIVIDENDS 
,on, 

(MILLIONS OF DOLLARS) I 

The condensed consolidated balance sheet, summary of consolidated 
income and summary of consolidated surplus of General Motors Corpor- 
ation and its consolidated subsidiaries for the year ended December 31, 
1940, in comparison with the previous year, are submitted on pages 
72 to '75 of this report. A list of certain subsidiary companies, the ac- 
counts of which are not consolidated in the accounts of the Corporation, 
together with certain other investments and miscellaneous assets, is 
shown on page 76. 

Earnings 
The constantly increasing burden of taxation has made it desirable 

to deal with earnings both before and after United States and foreign in- 
come and excess profits taxes. The stockholders may thus better deter- 
mine the trend of the earning strength of the Corporation-that part 
within the influence of management as distinguished from that part 
over which management has no control. 

A comparison of consolidated net earnings of General Motors Cor- 
poration, including equity in the earnings of subsidiary companies 



not consolidated, both before and after income and excess profits taxes, 
for the years 1940 and 1939, together with a comparison of the provision 
made for such taxes, follows: 

lnrvease 

1940 - 1939 - in 1940 - 
General Motors proportion of net income 

before income and excess profitr taxes.. $320,649,462 $228,142,411 $92,507,051 

Lerr provision for: 
U. S and foreign income taxe*. . . . . ... $ 84,261,236 $ 44,852,189 $39,409,047 
U. 5. excess pmflb taxes.. . . . .. . . . . .. 40,766,505 - 40,766,505 

Total provision for U. 5. and f~reign in- 
mme and excess profits taxer.. . . . $125,027,741 $ 44.852.1 89 $80,175,552 

Earnings available for dividends.. . . . . . . . $195,621,721 $183,290,222 $12,331,499 
Dividends accrued on preferred copitai stock 9.1 78.220 9,943,072 764,862 
Earned on common capitol stock: Amount... $1 86,443,501 $173.347.1 50 . $13,096,351 

Per share. $4.32 $4.04 $0.28 

The total provision in 1940 for United States and foreign income and 
excess profits taxes reflects, in addition to the new Federal excess profits 
tax, an increase of one-third in the Federal corporate income tax rate 
applicable to 1940 earnings, or from an 18% rate to a 24% rate. The 
provision for the excess profits tax has been computed on the basis of 
the excess in 1940 of the taxable income, after the deduction of the nor- 
mal tax, over 95% of the four-year average, 1936 through 1939, as pro- 
vided in the Second Revenue Act of 1940. On all such excess profits over 
@,oo,ooo, a tax of 5 0 7 ~  must be paid. 

After deducting the provision for taxes and preferred dividends 
there remained carnings of $186,443,501 on the common stock for 
the year 1940, equivalent to $4.32 per share on the average number 
of common shares outstanding during the year. For the year 1939. after 
deducting provision for taxes and preferred dividends there remained 
earnings of $173,347,+0 on the common stock, equivalent to $4.04 
per share. 

The net earnings for the year 1940 were increased by $1,381,752 due 
to the reversal of a portion of the reserve provided in 1933 on account 
of balances in closed hanks. The reserve remaining at the dose of 1940 
amounted to $5oo,ooo and is considered adequate to cover balances of 
$806,981 remaining in the account. 

In view of the continuation of disturbed conditions abroad, and to 
cover possible future losses which may be considered as applicable to 
the current period, a special contingency reserve of $15,ooo,ooo, equiv- 



alent to 160.32 per share, was provided out of earnings in 1940. This 
provision increased the special contingency rescrve to $z~,ooo,ooo at 
December 31, ~g~o,$~o,ooo,ooo having been provided in 1939. 

A provision of $4,546,619 was chargcd to 1940 earnings for payments 
and possible losses on advances to be made subsequent to 1940 to 
present employes under the Employe Benefit Plans. These plans cover 
the Income Security and Lay-Off Benefit Plans for wage employcs and 
the Separation Allowance Plan for salaried employes. The rescrve for 
the cost and any possible losses which may be incurrcd under these 
plans subsequent to 1940 amounted to $6,930,665 at Dccember 31, 1940. 
The cost of these plans covering opelations since inception LO Decem- 
ber 31, 1940 was $251,833. 

The revaluation of net working capital outside the United States to 
current or last quoted exchange rates resulted in a charge of $735,074 
against 1940 earnings. This charge can be attributed primarily to the 
decline in foreign exchange rates as a result of the war. I n  the event 
that changes in the rates of foreign exchange result in a reduction in the 
value, as measured in dollars, of the working capital in use in foreign 
operations, the Corporation's accounting practice provides that the 
reduction becomes a charge against reserves where provided, or to the 
Corporation's earnings if in excess of reserves. 

I t  has bccn the policy since December 31, 1933 to exclude from net 
earnings those profits realized abroad which could not be remitted to 
the United States due to exchange restrictions. The dollar amount of 
such profits in each year was based upon rates of exchange then current. 
Earnings in 1940 of foreign subsidiaries, other than Adam Opel A.G., 
which could not be remitted due to exchange reatrictions amounted to 
$5,879,696. However, profits of .$1,949,062 previously deferred wcre in- 
cluded in income on account of remittances to the United Statcs during 
the year, so that earnings of foreign subsidiaries in the net amount of 
$3,930,694 were excluded from the 1940 consolidated earnings of the 
Corporation. Earnings subsequent to 1939 have not been reported by 
Adam Opel A.G. 

On a cumulative basis through December 31, 1940, profits realized 
abroad but not reflected in earnings because of exchange restrictions 
amounted to $27,160,325, equivalent to $0.63 per share of common 
stock. Unremitted profits of Adam Opel A.G. account for $15,682,460 
of the cumulative restricted carnings, equivalent Lo $0.36 per common 
share. In stating the dollar amount of Adam Opel A.G. profits excluded, 



the Reichsrnark has been converted at 23.8 cents. 

Dividend Payments and Earnings Retained in the Business 

Dividends paid and earnings retained in the business in 1940 C O ~ I -  

pare with 1939 as follows: 

1940 - 1939 - 
Earnings availoblo for dividends.. . .. . . . . . . . . . 5195,621,721 5183,290,222 

Dividends paid on the $5 series preferred steck.. $ 9,178,220 $ 9,178,220 

Dividends paid on lho mmmon w k ,  $3.75 per 
shore in 1940 and $3.50 per shore in 1939.. 161,864,924 150,319,682 

Totol dividends paid to tho rtalrholdcrs.. . . . . $171,043.1 44 $1 59,497,902 

Earnings retained in the burinerr, $0.57 per share 
in 1940 and $0.54 per share in 1939 ....... $ 24,578,577 $ 23,027,468 

Total dividend payments or par centof net comings 87.4% 87.0% 

In the ten years ended December 31, 1940, dividends paid were 89.9% 
of the earnings available for all dividends. 

A record of the Corporation's sales, earnings and dividends by years 
from 1917 through 1940, is shown on page 79. 

Net Working Capital and Cash 

Net working capital amounted to $477,940.1 13 at December 31, 1940, 
an increase of $43,767,282 over net working capital of $434,172,831 at 
December 31, 1939. This increase in net working capital in 1940 was 
accounted for principally by earnings of 424,578,577 retained in the 
business and by an increase of $irj,ooo,ooo in the special contingency 
reserve. 

Cash, United States Government and other marketable securities 
amounted to $433,207,722 at December 31, 1940, an increase of 
$143,286,039 over corresponding items of $z89,921,683 at December 31, 
1939. It should be noted that income and excess profits taxes payable 
within a year are now a far greater drain on cash than a year ago. These 
tax liabilities at the end of 1940 amounted to $126,621,183 as compared 
with $46,939,329 at the end of 1939. Furthermore, the cash balances at 
December 31, 1940 include special deposits of $38,500,351 on govern- 
ment contracts. The consolidated cash account at December 31, 1940 
excludes an amount of $3,834,463 representing that portion of cash in 



excess of operating needs which is held outside the United Stares and 
which cannot be remitted due to exchange restrictions. This foreign 
cash arose principally from profits realized by certain foreign snb- 
sidiaries in countries under exchange restrictions. The  amount so 
excluded has been transferred to miscellaneous assets and a reserve of 
$3,386,649 applied, lcaving a net balance of $447,814 in miscellaneous 
assets on this account. The  reserve applied against resuicted cash con- 
sists, for the most part, of a portion of the reserve sct up  in 1940 and 
prior years representing unremitted profits of these foreign subsidiaries. 
Foreign working capital included in the consolidated balance sheet 
items consists mainly of cash, inventories and receivables normally re- 
quired in the conduct of the business. 

Inventories amounted to $265,000,682 at Dccembcr 31, 1940, which 
compare with inventories of $233,764,789 a1 December 31, 1939. 

Surplus 
There were no adjustments to the surplus account during the year 

under review. Earned surplus of $471,021,153 at December 31, 1 9 ~ p  
cornpares with $446,442,576 at the end of 1939, an increase of $24,578,577 
which is accounted for by the exccss of earnings over dividends paid 
during the year. 

Real Estate, Plants, and Equipment 
The  gross real estate, plants and equipment account amounted to 

$814,219,268 at December 31, 1940, an increase of $44,801,850 ovcr 
the total of $769,417,418 at December 31, 1939. Reserves for deprecia- 
tion increased $28,042,971 during the year, or from $383,557,809 a t  
December 31, 1939 to $41 1,600,780 at December 31, 1940. The  net book 
value of real estate, plants, and equipment, therelorc, increased 
$16,758,879 d u r i n ~  the year and amounted to $402,618,488 at Decem- 
ber 31, 1940. 

There was a net increase during 1940 of $7,olo,g50 in special tools, 
dies, etc., accounted for principally by expenditures for special tools ap- 
plicable to defense contracts. 

Excluding special tools, dies, etc., the increase in gross plant account 
amounted to $37,7go,goo and, after making allowance for the increase 
of $28,opn,g71 in depreciation reserves, the net plant account increased 
$9,747,gzg9. The  increase in gross plant account may be accounted For 



by the following items: (a) gross plant expenditures for additions and im- 
provements applicable LO regular operations amounted to $47,749,081; 
(b) gross plant expenditures applicable to the national defense pro- 
gram amounted to $1 1,602,992; (c) a gross amount of $2,885,679 of idle 
plant was reinstated as active plant, while conversely $3,444,991 was 
transferred from active to idle plant, so that there was a net decrease of 
$559,312 in the gross plant on this account; and (d) property disposed 
of and other adjustments rednced gross plant account by $21,001,861. 

There has been no change during 1940 in the Corporation's policy 
with respect to the provisions for depreciation or in the depreciation 
rates, except, in certain instances, an increase in depreciation and 
amortization rates has been applied to some of the facilities and equip- 
ment utilized in the production of defense and war materials under 
contract with the United States and foreign governments. The amount 
of depreciation and amortization charged against earnings in 1940 was 
$45.97 1,036, including $1,237,953 for accelerated depreciation and amor- 
tization on defense facilities. In the year 1939, depreciation and amorti- 
zation in the amount of $43,092,427 were charged against earnings. 

The policy governing transfers between active and idle plant was 
described in detail in thc annual report for the year 1932, and continues 
to apply to properties in the United States. At December 31, 1940, the 
gross value of surplus and idle plant in the United States and Canada 
was $17,236,533 and was carried on the Corporation's books at a net 
salvage value of $4,146,259. Since the difference between the gross value 
and the salvage value of this idle property has been charged to reserves 
for depreciation, the net book value of real estate, plants, and equip- 
ment was not affected by these transfers. 

Investment Oulside of the United States 

I t  has been the practice of the Corporation to consolidate in its 
accounts, the assets, liabilities and income of its foreign subsidiaries 
other than Adam Ope1 A.G. and Vauxhall Motors Limited-the latter 
arc carried in Investments in Subsidiary Companies Not Consolidated 
at cost adjusted to include the Corporation's proportion of undivided 
profits or losses since acquisi~ion, exclusive of amounts deferred because 
of exchange restrictions. This practice has been continued for the year 
1940 notwithstanding the fact that the Corporation's activities in certain 
foreign countries, particularly England and Continental Europe, have 



been seriously affected by war conditions. The amounts involved in the 
case of the European subsidiaries included in consolidation are not large 
enough relatively to require separate treatment in the financial state- 
ments, and the amount of net working capital employed is particularly 
small. These conditions together with the present uncertainty as to the 
duration of the current situation, considered in relation to the desire to 
maintain continuity in the scope oE consolidation, have led to the deci- 
sion to make no change in the practice followed in the preparation of 
consolidated statements. It should also be noted that data are available 
as to certain operations in Europe only for varying parts of the year 1940. 

Further, it may be said that the Corporation's accounting prac- 
tice provides that, in the event it is impossible due to exchange 
restrictions LO transfer profits from the country of origin to the United 
States, such amounts are excluded in determining the Corporation's 
profits. Furthermore, in the event that a change in the rate of exchange 
between any country in which the Corporation may be operating and 
the United States results in a reduction in the value, as measured in 
dollars, of the net working capital in use in that operation, the reduction 
becomes a charge against the Corporation's earnings if it exceeds re- 
serves previously provided. Reference has been made on page 60 to the 
amount of profits excluded in 1940 because of exchange restrictions as 
well as to the charge to igqo earnings for the revalnation of foreign 
working capital to current or last quoted exchange rates. 

The net investment of General Motors Corporation and its consoli- 
dated subsidiaries outside of the United States amounted to $80,488,444 
at December 31, 1940, after deducting allocable reserves of $24,418,769 
which have been set up to provide against contingent losses that may 
arise in any locality in which foreigu investments are located. Allocable 

reserves do not include any portion of the special contingency reserve of 
$Z~,OOO,OOO provided in view of the continuation of disturbed condi- 
tions abroad. The net investment outside of the United States at Decem- 
ber 3 1, 1939 amounted to $86,955,087. after deducting allocable reserves 
of $z1,4oo,zo1. The net investment at Decembcr 31, 1940 was 7.4% of 

the Corporation's total capital stock and surplus of $1,093,557,'753. 
Earnings from sources outside of the United States which have been 
included in consolidated net income in 1940 constituted about 4.5% of 

earnings available for dividends. 
The following table summarizes the total General Motors investment 
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outside of the United States at December 31, 1940 in comparison with 
December 31, 1939: 

SUMMARY OF GENERAL MOTORS INVESTMENT OUTSIDE THE UNITED STATES 

Arrstr of consolidated foreign rubridiaric.; 
Current orratr.. ................................. 
Fixed assets (after deducting rerervcr far depresiotionl.. 

Total orrrtr.. ............................... 
investment in subsidiary companies not condidoled: 

AdamOpo1A.G ................................. 
Vauxholl Motors Limited.. ......................... 

Total ...................................... 
Lets current ond other liabilities.. ..................... 

Totol invertmcnt outride of the United Stater before 
............... deduning oliocable reserves.. 

Lerr oilocablo reserves provided agoinrt contingent iorter.. 

...... Net investment outride of the United Stater. 

December 31, 
1940 

December 3 1, 
1939 

The total investment outside of the United States at Decfmber 31, 
1940 nray be classified geographically into three groups, as follows: 

GEOGRAPHIC CLASSIFICATION OF GENERAL MOTORS INVESTMENT 

OUTSIDE THE UNITED STATES-DECEMBER 31, 1940 

Canmdian European Ail Other - - -  Total - 
Asrats of conralidoted foreign rub- 

sidiariea 
Currant arrctr.. ............ $24,152,339 610,i 18,493 $34,137,705 $ 68A08.537 
Fixed osch  (after deducting ra- 

server fwd depesiittinn). . .  11,993,892 4,448,653 12,656,493 29,099,038 

Totol arrstr.. ............ $36,146,231 $14,567,146 $46.794.1 98 d 97,507,575 

Less: Current liabilltier.. ......... 12.224.316 10.681.860 16.830.228 39736404 . . . . 
Otherliabilitier ............ '140,113 1,590,000 5,061,267 6.791;380 

Net investment in rvbridioriar 

Investment in wbridiary companies 
not consolidated: 

Adam Ope1 A G  ............. - 34,890,024 -- 34,890,024 
Vauxhoil Matorr Limited.. .... - 19,037,398 - 19,037,398 

Totol investment outrideof the 
United Stoter before de- 
ducting ollocabie rerervcr $23,781,802 $56,222,708 $24,902,703 $104,907,213 

Less aliocablc reserves provided 
againrt contingent lorrsr.. ...... 

Net investment outride of tha 
United Stater. ......... 



In addition to the foregoing, General Motors Acceptance Corpora- 
tion, a wholly owned non-consolidated subsidiary, had total gross assets 
outside of the United States of $3e,qzi,g44. After deducting funds 
borrowed from foreign institutions to finance the wholesale and retail 
sales of the Corporation's products, and other liabilities and reserves, 
General Motors Acceptance Corporatioti's net equity in the assets was 

22,601,748. 

Investments and Miscellaneous Assets 

The Corporation's investments in subsidiary companies not consoli- 
dated, other investmel~tr and miscellaneous assets are listed on page 76 
of this report. The aggregate of all such items totaled $242,zoo,o56 at 
December 31, 1940, compared with $246,434,121 at December 31, 1939. 

The Corporation's investment in subsidiary companies not consoli- 
dated amounted to 8188,732,828 at December 31, 1940, which compares 
with $191,291,823 at December 31, ry~g .  These investments include 
companies more than 50% owned by General Motors Corporation, and 
whose business is closely related to the Corporation's activities. Total 
income realized in 1940 from these investments, together with the Cor- 
poration's proportion of uudivided profits or losses, amounted to 
$18,997,672, which compares with total income of $18,836,070 in 1939. 

Other investments in partially owned companies amounted to 
$42,376,575 at December 31, 1940 and compare with $40,163,947 at 
December 31, 1939. Total income from such other investments in 1940 
amounted LO $12,962,815 representing dividends and interest received 
and compares with $12,36;,350 received in 1939. 

Prior to 1936 the Corporation reflected in earnings its proportion of 
the undivided profits or losses of certain companies not controlled; i.e., 
50% or less owned. Beginning in 1936, however, and as stated in the 
annual report of that year, earnings of such companies have been re- 
flected in the Corporation's income account only when received as 
dividends, with adjustments for net losses in any year since December 
31, 1935 or net recoveries of losses absorbed to that date. General 
Motors Corporation's proportion of the undivided profits of companies 
not controlled which was excluded from the Corporation's income in 
accordance with the policy just enunciated, amounted to $1,544,066 for 
the year 1940 and to $rj,7gg,goz for the entire period beginning with the 
year 1936. 
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T h e  changes in the more important investments are outlined in the 
following items: 

General Motors Acceptance Corporallon 

The  investment of the Corporation in General Motors Acceptance 
Corporation amounted to $85,898,078 at December 31, 1940 as com- 
pared with $85,717,083 at December 31, 1939. The  increase in the in- 
vestment is accounted for by the excess of thc consolidated earnings of 
General Motors Acceptance Corporation over dividends paid to Gen- 
eral Motors Corporation. During 1940, Motors Insurance Corporation, 
a wholly owned subsidiary organized by General Motors Acceptance 
Corporation in 1939, expanded its operations to insure automobiles 
financed by General Motors Acceptance Corporation in eleven western 
states where the business was formerly carried on by General Exchangc 
Insurance Corporation. 

General Exchange lnsurance Corporation 

The  Corporation's investment in General Exchange Insurance Cor- 
poration amounted to $12,31o,zoj at December 31, 1940 and compares 
with an investment of $13,qGi,l?g at December 31, 1939, a decrease 
of $1,150,924. The  decrease In the investment repre3ents the excess of 
dividends paid to General Motors Corporation over the earnings of 
General Exchange Insurance Corporation. 

Yellow Truck & Coach Manufacturing Company 

The Corporation's investment of $28,715,553 in Yellow Truck & 
Coach Manufacturing Company at December 31, 1940 compares with 
an investment of $28,803,252 at December 31, 1939. The  decrease in 
the Corporation's investment was due to the excess of the dividends 
received by General Motors Corporation over the Corporation's equity 
in the earnings of Yellow Truck & Coach Manufacturing Company. 
During 1940, the Corporation purchased for $161,705, 14,500 shares 
of Class B stock of Yellow Truck 8c Coach Manulacturing Company. 

Vauxhall Motors Limlted 

The  investment of the Corporation in Vauxhall Motors Limited 
amounted to $19,037,398 at the close of 1940, a decrease of $679,805 
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from the investment of .$1g,717,203 at Decemher 31, 1939. The Corpora- 
tion's equity in unremitted earnings of Vauxhall Motors Limited in 
1940 has not been included in the Corporation's accounts due to foreign 
exchange restrictions. In 1940 the Corporation did, however, receive 
dividends from Vauxhall out of prior year earnings, accounting for the 
major portion of the reduction in the investment. 

Adam Opel A.G. 

In recognition of foreign exchange restrictions, the net earnings of 
Adam Opel A.G. have not been included in the consolidated earnings of 
the Corporation since 1933. The investment in Adam Opel A.G. at 
December 31, 1940 is carried at $34,890,024 and reflects no change from 
the previous year. 

Aulomobile Dealerships 

The Corporation's investment in automobile dealerships held by 
the Motors Holding Division amounted to $7,592,870 at Decemher 31, 
1940, a decrease of $806,261 from the investment of $8,399,131 at De- 
cember 31, 1939. 

Ethyl Gasoline Corporalion 

The investment of the Corporation in Ethyl Gasoline Corporation 
amounted to $14,956,054 at December 31, 1940, an increase of 
$3,499,400 over the investment of $11,456,654 at December 31, 1939. 
This increase in the investment during 1940 represents advances made 
for the expansion of the manufacturing facilities of Ethyl Gasoline 
Corporation. 

Bendix Aviation Corporalion 

The investment of the Corporation in Bendix Aviation Corporation 
at December 31, 1940 amounted to $12,273,021, compared with 
$14,605,260 at Decemher 31, 1939. The decrease of $2,332,239 resulted 
entirely from the sale of 76,010 shares of the Corporation's holdings in 
the common stock of this company. 

National Bank of Delroit 

The investment of the Corporation in the National Bank of Detroit 
amounted to $6,433,251 at December 31, 1940, a decrease of $89,424 from 



the investment at December 31, 1939. During the year, 5,902 shares of 
stock of the National Bank of Detroit were sold to the executives of the 
bank. 

Balances in Closed Banks 

During the year 1940, balances in closed hanks, before deducting re- 
serves, were reduced $2,329,547. principally by the recovery of funds. 
Of total balances of $21,197,530 originally impounded, a total of 
$20,390,549 has been recovered or written off through December 31, 
1940, leaving an amount of $806,981 remaining impounded. The re- 
maining impounded balanccs at Dccember 31, 1940 are carried in 
miscellaneous assets and a reserve of $~OO,DOO has been applied. 

Treasury Stock 

At December 31, 1940, General Motors Corporation held in its treas- 
ury stock account 349,271 shares ol COI~IIIIUII stock, carried at $5,274,597, 
and 39,722 shares of preferred stock, carried at $3,267,219. 

The common stock held in the treasury at December 31, 1940 showed 
a decrease during the year of 219,809 shares, or $6,877,816. This decrease 
is due principally to the use of 232,403 shares for the bonus awards made 
for the year 1939, partly offset by an increase of 1q,oo5 shares due to the 
operations of the Employes Savings and Investment Plan. Of the com- 
mon stock held in the treasury at December 31, 1940, ,zz6,1go shares, 
available for distribution as bonus awards out of earnings for the year 
1940, are being carried at an average of approximatcly $18.28 per share. 

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. 

Goodwill, Patents, Etc. 

The Corporation's goodwill and patent account as of December 31, 
1940 amounted to $50,322,686 and shows no change from the balance 
at December 31, 1939. Patents are carried at a nominal amount of $1. 

Goodwill under the Corporation's standard accounting practice is 
the difference between the purchase price and the book value of prop- 
erties 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 out- 



standing group of highly specialized manufacturing organizations and 
their executive 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 toward a group ol  products, the quality and ex- 
cellence of which are well established in practically every market in  
every country. 

STOCKHOLDERS 
The ownership of General Motors Corporation is widely distributed 

geographically and among a large number of individuals. At the last 
date of record in the year under review there was a total of 397,928 
stockholders. I t  is particularly interesting to note that, of this large 
number of stockholders, approximately 154,000 individuals have hold- 
ings of ten shares or less. I t  is not only to the interest of the Corporation, 
but it  is to the interest of the community that American business should 
be owned in the broadest possible way by the American public. Its 
security and the opportunities for accomplishment are enhanced 
thereby. 

The  total number of preferred and common stockholders at  the end 
of each year since 1917 is shown on page 83 of this report. 



The year 1940 from the standpoint of progress was outstanding, 
whether measured by earnings or by technical and operating advance- 
ment. It can fairly be said that the Corporation has enhanced its 
position, as a major unit of American enterprise. The superimposing 
of the program of national defense, with all its complications, upon 
an organization already dealing with the most highly involved research, 
engineering and production problems of industry, constitutes a greater 
test than ever before of the ability of the organization particularly as 
applying to the unusual demands of the immediate future. As to the 
adequate discharge of that great responsibility, there can be no question. 
The loyalty of everyone in the organization to the institution and to 
one another, the progressiveness of their thinking especially in dealing 
with new problems and the aggressiveness of their action, are amply 
demonstrated in the record of many years of continuing and increasing 
success. This record justifies complete confidence that what must be 
done, will be done-and up to the standards that are recognized as 
characterizing General Motors performance. 

We wish to express here our deep appreciation of the distinguished 
service rendered the Corporation for almost twenty years by Mr. William 
S. Knudsen, our President who retired during the year to assume an 
ixportant governmental responsibility in the program of national 
defense. The management is gratified at having been able to make 
this contribution out of its organization in the emergency that has 
arisen. It is hardly necessary to say that Mr. Iinudsen's services will 
be most difficult to replace. But his duty was clear. And as he now 
moves on to a still greater responsibility to the common cause, he has 
our every wish for continued success. 

On behalf of the Board of Directors and for ourselves as well, we 
express and record our appreciation of the efforts of the organization. 
under the extraordinary circumstances existing during the year under 
review. 

By order of the Board of Directors, 

CHARLES E. WILSON, 
President 

March 1 1 ,  1941. 



GENERAL MOTORS CORBORATlON 
AND CONSOLIDATED SUBSIDIARIES 

SUMMARY OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1940 AND 1939 

Year 1939 
$1,376,828,337.39 

3iam com- 

and $43,092,426.97 in 1939 for deprec. 
amortization of real estate, plants , and e 

ktion and 
quipment . .% 345,989,626.22 $ 246,800.688.96 

Len: 
Special contingency reserve provided in view of 

. . . . . . . . . . . . . . . . .  disturbed conditions abroad. $ 15,000,000.00 $ 10,000,000.00 
Provision for possible losses under employe bene- 

.................................. fit plans. 4546,619.07 2,635379.27 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  T O ~ ~ I .  $ 19,546,619.07 12,635379.27 

.............................. Remainder. S 326,443,007.15 $ 234,164,809.69 
A d d  General Motors Corporation's equity jn earnings 

(net) of subsidiary companies not consohdated, less 
divideds receivd (forthe year 1940 dividends re- 
ceived exceeded the Corporation's equity in earn- .................. ings (net) of such companies). 1,088,976.85 2,267,857.02 

Not  Profit from operations and investments. ........ $ 325,354,034.90 S 236,432,666.71 

Lorr provision for: 
Interest on employes savings fund less investment 

fund reversions an account of employes savings ........... withdrawn before class maturities.. $ 228,331.37 $ 340,431.16 
Empl ' 

Net 

oyes ~onus :  
~nlnve.~ bonus distributable in stack on basis 

.re daily market orice of stock.. ..... $ 11,136.977.29 $ 

note) .................................... 250,033.Ml - 
Total bonus fund for year (including amounts pro- 

vided by subsidiaries not consolidated). ...... $ 11,387,010.29 
Less excess of homls fund over cost of acauisition 

of treas . 
Net amount of employes bonus distributable in 

cash and stock (based upoq cost of acquisition _ 
' --- - - ?  97 

............ ..... urv stock distr&tableas bonG. 7,004,057.47 

. . . . . . . . . . . . . . . . .  of stock to the Corporation) .5 4,JXz,Ys2.~.. , ,uuv 

................................ Total.. $ 4,611,284.19 
.. Income before Income and Excess Profib Taxer.. S 320,742,750.71 

Lorr provision for United States and foreign income 
and excess profits taxes (including provision for con- 
tingent income taxes)-includes in 1940 provision of 
$40,766,505.55 for United States excess profits taxes 125,027.741.30 

......................... Net  Income for the Year. $ 195,715,009.41 
General Motors Corporation's Proportion of Not Income $ 195,621,720.63 
Dividends on preferred capital stack-$5 series (less .... dividends applicable to stock heldin treasury). 9,178,220.W 

......... Amount Earned on Common Capital Stock.. $ 186,443,500.63 
Average number of shares of common capital stock 

outstanding during the year. . . . . . . . . . . . . . . . . . .  43,165,398 

Amount Earned Per Share of Common Capital Stock.. . - $4.32 
See Notea on following page. 



GENERAL MOTORS CORPORATION 
A N D  CONSOLIDATED SUBSIDIARIES 

SUMMARY OF CONSOLIDATED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1940 A N D  1939 

Year 1940 Year 1939 
Earned Svrplur at beginning of year.. . . . . . . . . . . . . . . . . . $446,442,575.81 $423,415,108.07 

Generat Motors Corporation's Proportion of Net Income. 
per Summary of Consolidated Income.. . . . . . . . . . . 195,621,720.63 183,290,221.70 

Earned Surplus before dividends.. . . . . . . . . . . . . . . . . . . . . $642,064,296.44 $606,709,329.77 

Loss cash dividends paid or accrued: 
Preferred capital stock-$5 series.. . . . . . . . . . . . . . . . . S 9,376,830.00 5 10,158,232.50 

Common capital stock: 
Mar. 12 ($0.75 on 43,500,000 shares in 1940). . . . $ 32,625,000.08 $ 32,625,000.08 
June 12 ($1.00 on 43,500,000 shares in 1940). . . . 43,500,000.00 32,625,000.08 
Sept. 12 (51.00 on 43,500,000 shares in 1940). . . . 43,500,000.00 32,625,000.08 
Dec. 12 ($1.00 on 43,500,000 shares in 1940).. . . 43,500,000.00 54.374.999.97 

Total ....... ......... .............. . .  $163,125,000.08 $152,250,000.21 

Total cash dividends paid or accrued.. . $172,501,830.08 5162,408,232.71 

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

Preferred capital stock-85 series. . . . . . . . . . . . . $ 198,610.00 $ 215,160.84 
Common capital stock. . . . . . . . . . . . . . . . . . . . . . . 1,260,076.59 1,930,317.91 

Total.. . . . . .  . . . .  . . . .  . .  . . . . . . . . . .  ....I 1,458,686.59 $ 2,145,478.75 

Net cash dividends paid or accrued.. . . 5171,043,143.49 $160,262,753.96 

Earned Surplur at  end of year. . . . . . . . . . . . . . . . . . . . . . . . $471,021,152.95 .%446,442,575.81 

Nolm 10 Summa~io% of Concolidehd Insone end Surplus 
Since December 31. 1933 there has been excluded from earnines such oortion of the earninns of f o r e i ~ n  



G E N E R A L  M O T O R S  C O R P O R A T I O N  
A N D  CONSOLID;;~D S U B S I D I A R I E S  

C O N D E N S E D  CONSOLI~,+,TED B A L A N C E  SHEET 
D E C E M B E R  3 1 , 1 9 4 0  A N D  1 9 3 9  

ASSETS LIABILITIES, RESERVES, A N D  CAPITAL  
Cunrnt Ass&: Dec. 31, 1940 Dec. 31, 1939 Current Liabilities: Dec. 31, 1940 Dec. 31, 1939 

. . . . . . . . . . . . . . . . . . . . . . . . . .  Cash $ 282,924,743.20 $ 154,919,033.77 ~~~~~~t~ payable. S 107,710,639.88 $ 79,226,059.40 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Taxes, payrolls, warranties, and sundry accrued 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  United States Government securities-short term items. 66,419,578.63 46,464,600.79 
. . . . .  a t  Cost (market: 1940, $148,979,423.68; 1939, Special deposits on government contmcts.. 38,500,350.75 300,000.00 

9131,999,268.21) . . . . . . . . . . . . . . . . . . . . . . . . .  148,982,806.36 132,002,116.17 united States and foreign income and excess 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  Other marketable securities-short term-at taxes.. 126,621,182.71 46,939,329.36 

cost (market: 1940, $1,300,260.00; 1939, Employes savingsfunds, payable withinone year. 4,859,946.51 8,070,648.88 
. .  S3,MW),234.37). . . . . . . . . . . . . . . . . . . . . . . . . . .  1.300,172.01 3,000,S32.81 Dividends payable on preferred capital stock. 2,294,555.00 2,294,555.00 

. . . . . . . . . . . . . . . . . . .  Sight drafts and C.O.D. items. 8,522,686.99 10,625,184.00 Total Current Liabilities.. $ 346,406.253.48 $ 183,295,193.43 . . . . . . . . . . . . . . . .  
Notes receivable. . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,521,475.68 1,501,493.90 Other Liabilitier: 
Accounts receivable and trade acceptances 

Employes of stok bonus distributable (based upon as bonus). cost of . . . . . . . . . .  acquisition $ 4,132,919.82 $ 7,557,490.68 (less reserve for doubtful accounts: 1940, 
. . . . . . . . . .  $11630,939.79; 1939, 8F1,850,074.95) 116,093,800.33 81,654,875.28 Taxes, warrantie, and miscelianeous. 18,253,700.07 18,857,431.24 . . . . . . . .  

................... Inventories-at cost orless, not in excessof market 265,000,682.12 233,764,788.73 ~ ~ t ~ l  ~ j ~ b i l i t i  =... 5 22,386,619.89 8 26,414,921.92 

Total current Asreh..  . . . . . . . . . . . . . . . . . . . . .  S 824,346,366.69 $ 617,468,024.66 Reserver: 
. . . . . . . . . . . . . . . . . . . . . .  ~~~l~~~ benefit plans. 8 6,930,665.04 $ 2,578,656.27 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  ~nvertmenh and Miscellaneous Assetr: (Schedule 1) &fend income. 3,340,471.70 3,057,984.63 
Investments in subsidiary companies not consoli- Contingencies and miscellaneous; . . . . . . . . . . .  

dated.. $ 188,732,828.30 $ 191,291,822.68 Allocable to foreign subsl&anes. 24,418,769.21 21,400,200.65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  General (including special reserve: 1940. 
. . .  Other investments.. . . . . . . . . . . . . . . . . . . . . .  42,376,574.81 40,163,946.84 $25,000,000.00; 1939, $10,000,000.00). 36,987,385.63 15,767,642.53 

........................... Miscellaneous assets. . . . . . . . . . . . . . . . . . . . . .  11,090,652.71 14,978~5 1.60 R ~ ~ ~ ~ ~ ~ .  S 71,677,291.58 S 42,804.484.08 

Total inveslmenh and Miscellaneous Arrekr. . .  8 242,200,055.82 $ 246,434,121.12 Capital Stock and Surplua 
Capital stock of General Mators Cor oration: 

Capital Stock in Treasury: Preferred, no par vaiue, stated " a t e  $100 per 
Held for corporate purposes (1940,349,271 shares &are 1,875,366 (authorized, shares of 6,000,000 $5 series). shares: . . . . . . . . . . .  issued, $ 187,536,600.00 $ 187,536,600.00 common, 55,274,596.75; 39,722 shares $5 sc. 

ries no par preferred, 83267,219.38). . . . . . . .  $ 8,541,816.13 8 15.419.632.23 Common, shares; $lOparvalue issued, 43,500,000 (authorized, shares). 75,000,000 . . . . . - .  435,000,000.00 435.000.000.00 
. . . . . . . . . . . . . . . . . . . .  Real Estate, Plants, and Equipment. S 814,219,268.42 $ 769,417,417.87 Total Capital Stock. t 622,536,600.00 8 622,536,600.00 . . . . . . . . . . . . . . .  

~ i m ~ i t y  interest in preference stock of subsidiary 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Less reserve for depreciation. . . . . . . . . . . . . . . .  411,600,780.39 383,557,808.88 1,888,613.20 1,888,613.20 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Net  Real Estate, Plants, and Equipment.. $ 402,618,488.03 8 385,859,608.99 ~~~~~d surplus.. 471,021,152.95 446442,575.81 . . . . .  ~ ~ t ~ l  capital Stock and Surplur. . . . . . . . . . . . . .  $1,095,446,366.15 $1,070,867,789.01 
Prepaid Expenses and Deferred Charger.. . . . . . . . . . . .  96 7,887,118.05 $ 7,878,315.06 

Goodwill, Paten4 Etc. .......................... S 50,322,686.38 $ 50,322,686.38 
T O T A L  LIABILITIES, RESERVES, 

T O T A L  ASSETS. . . . . . . . . . . . . . . . . . . . . .  51,535,916,531.10 $1,323,382,388.44 AND CAPITAL. . . . . . . . . . . . . . . . . . .  51,535,916.531.10 51,323,382,388.44 
- 

For information regarding foreign investments see page 63. I 
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Schedule 1 

GENERAL MOTORS CORPORATION 
A N D  CONSOLIDATED SUBSIDIARIES 

INVESTMENTS AND MISCELLANEOUS ASSETS 
DECEMBER 31, 1940  AND 1939  

Dec. 31, 1940 Dec. 31. 1939 
Investments in Subsidiary Companies Not  Consolidated: 

Wholly owned companies carried at  net worth as shown 
by the books of the subsidiary companies: 

General Motors Acceptance Corporation.. . . . . . . .  $ 85,898,077.80 $ 85.71 7,083.46 
General Exchange Insurance Corporation. ....... 12,310,204.65 13,461,129.24 

Subsidiary companies carried at  cost adjusted to in- 
clude the Corporation's proportion of undivided 
profits or losses since acquisition: 

Yellow Truck & Coach Manufacturing Company 
(includes $9,575,265.01 representing 7% pre- 
ferred stock). .............................. 28,715,553.37 28,803,251.60 

Vaunhall Motors Limited (see note). ........... 19,037,397.86 19,717,202.75 
Adam Opel A. G. (see note). . . . . . . . . . . . . . . . . . .  34,890,024.38 34,890,024.38 
Automobile dealerships held by Motors Holding 

Division.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,592,870.24 8,399,131.25 
Other (excluding investments in two foreign subsidi- 

aries not consolidated amounting to $292,053.20 in 
1940 and $831,064.10 in 1939, which are offset by 
reserves). ...................................... 288,700.00 304,000.00 

Total Investments in Subsidiary Companies 
N o t  Consolidated.. . . . . . . . . . . . . . . . . . . .  $188,732,828.30 $191,291,822.68 

Other Investments: 

equities since that datk or net recoveries of losses ab- 
sorbed to that date: 

Ethyl Gasoline Corporation.. . . . . . . . . . . . . . . . . . .  $ 14,956,053.82 
Bendix Aviation Corporation.. . . . . . . . . . . . . . . . . .  12,273,020.99 
North American Aviation, Inc. . . . . . . . . . . . . . . . .  4,510,611.12 
Kinetic Chemicals, Inc. . . . . . . . . . . . . . . . . . . . . . . .  652,617.87 

National Bank of Detroit common stock (at cost). . . .  6,433,250.76 
GM Shares, Inc. common stock. . . . . . . . . . . . . . . . . . . .  394,407.91 
Other ........................... ........ . .  3,156,612.34 

Total Other Invo~tments. ................. O 42,376,574.81 

Miscellaneous Assets: 
Properties, land contracts and mortgages held by 

housing divisions (less reserves: 1940, $2,686,470.69; 
1939, $2,378,900.59). . . . . . . . . . . . . . . . . . . . . . . . . . .  

Cash and securities in excess of operating needs subject 
to exchange restridions in foreign countries (less rc 
saves: 1940, $6,861,477.74: 1939. $6,104,253.68). . .  

Balances i n  closed banks  (less reserves: 1940, 
$500,000.00; 1939, $1,881,160.64). . . . . . . . . . . . . . . . .  

0 th  er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Total Miscellaneous Assets. . . . . . . . . . . . . . .  

T O T A L  INVESTMENTS AND 
MISCELLANEOUS ASSETS. . . . . . . . .  $242,200,055.82 $246,434,121.12 

NOTE: In recognition ul foreign cxchange rerttictions, no effect has been given to the undistributed earnings 
of Vaurhall Motor. Lxmited since December 31, 1939 or of Adam Ope1 A.G. since December 31, 1933. 



HASKINS 8: SELLS 
CERTlFlPD PUBLIC ACCOUNTANTS 67 BROAD STREET 

NEW YORK 

February 28, 1941. 

General Motors Corporation. 
1775 Broadway. 

New York. 

Dear Sirs: 

We have made an examination of the Condensed 
Consolidated Balance Sheet of General Motors Corpora- 
tion and consolidated subsidiaries as of Deoember 31, 
1940 and 1939, and of the related Summaries of Consoli- 
dated Income and Surplus for the years ended those 
dates. For the year ended December 31, 1940 and for 
the twenty-two preceding years, we have examined or 
tested the accounting reoords 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 control and 
audit procedure, whioh appear to be effeotive, but 
have not made detailed audits of the transactions. 

In our opinion, based upon such examination. 
the accompanying Condensed Consolidated Balanoe 
Sheet and related Summaries of Consolidated Income 
and Surplus fairly present, in accordance with ac- 
cepted principles of acoouuting consistently followed 
by the companies, their consolidated financial con- 
dition at December 31, 1940 and 1939, and the results 
of their operations for the years ended those dates. 

Yours truly, 

HASKINS & SELLS 



GENERAL MOTQRS ACCEPTANCE CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1940 

Deductions: 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Unearned Income.. S 25.547.576.87 ........... Reserve for Loses on Notes and Bills Receivable.. 6.076.683.44 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total Deduclions.. $ 31,624.260.31 
......................... Notes and Bills Receivable. Lees Deductions.. 122,115.114.59 

. . . . . . . . . . . . . . . . . . . .  Acmunts Receivabie (ineiuding affiliated companies. $75,973.50). 627.717.64 
Total CurrenL Asset 8568.789.124.96 

Investments: 
wholly Owned Subtidiark not Con I . 

Carried at net worth as rhawn,by books of the subsidiaries: ........................... MuLors Insumnfe Corporation.. S 3,342.721.16 
General Exchange brporation. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.702.50 

......... Allgemeine Finanzierungs-GeSellsshdt m.b.H. (Note C). 318.053.98 
United States Treasury Nates due 1943 at amanirad cost (leas than . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  market) (Note A). 607,834.76 
Other. 96.454.54 4.372.766.94 ........................................................ 

. . . . . . . . . . . . . . . . . . . . . . .  Company Automobiles and Offic+Equipment. Lees Depnciatian. 1.037.261.01 
........  sit^ to Redeem Called Secumtle~, and Dealers' Specla1 Depsits (see contra). 631,173.38 

Deferred Charges: . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  prepaid Discount (Notes Payable). 8 695.712.49 
Other ......................................................... 191.112.14 886.824.63 

Tot. $575.717.150.92 

LIABILITIES, CAPITAL STOCK AND SURPLUS 
current Liabilities: 

Notes and Loans Psvablo: 
United States: 

Short T o m  Notes Discounted (includi~1S2OO.WO.OOdue in 1942) P19.332.5W.00 ................. I%% Serial Debentures due May 1. 1941.. 1.OW.WO.M) 
Can&; ............................ Short Term Notes Discounted 3.558.558.56 

Bank Loans and Over 3 293 693.69 
Other Countties (Note A) 9:~0:742.72 $296,785.494.97 

Accmmts Payable: 
Due to  Genezal hlators Corporation?nd Other Affiljated Companies .... (for wholesale paper ~ r c h s ~ d ,  ms-ncs prermums.,etc.). S 40,102.310.17 
Duo Motors Insurance &rporatlon (for lnsuiancc piernmma). .... 675,034.58 

.................................................... Other.. 2.710.923.22 43.488.268.27 
Accrued Liabilities: 

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 550.563.05 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Federal Income and Other Taxes. 5.328.412.38 5.878.975.43 
............................................ Dealers' Reposscsrion Loss Reserves.. 20,614.183.27 

Total C-nt Liabilitie 8366,706,P21.94 
Long-Term Debt: ...................... Piue-Yelr l H %  Notes, due August 1. 1 9 ~ 1 . .  $ 50.000.000.00 

. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Nine-YeyZ Noie.. due May 1. 1049 50.Mn.OM.00 . . . . . . . . . . . . . . . . .  1 x 7  Scnal%ebentures, due Mav 1. 1'542 tp 1950. 9.000.000.00 
. . . . . . . . . . . . . . .  cana%nn Th-Year ZK% Notes, due Aprll 1. 1943 6.756.756.76 115.75h.756.76 

. . . . . . . . . . . . .  Securities Called for Red-prion, and Dealers' Special Deposits (see contra). 631,173.38 
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Reserves: For Contingencies. $ 5.WO.WO.00 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other. 1.644.221.04 6.664.221.04 
Capital Stock and Surplus: 

Crpitai Stack-$100 par, authorized and outstanding. 500.OW shares. 8 50.OW.000.00 
.............................................. Paid~In Surplus.. 11.250.0W.00 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Earned Sumlus. 4750.0W.W ........................................... Undivided Profits.. 15,898,077.80 85.898.077.80 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  T O ~ I  $575.717.150.92 



GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 

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 
D39b"ised In 

Cash Cash Divi- 
Balance Dividends dends on Income 

Year Net Income Available Paid rm Reierred Reinvested 
Ended Available for Preferred for Common Common and Common in the 
Dee. 31 Net Sales Dividends Dividends Stock Stock Stocks Business - 
19175 $ 96.295.741 1 14,294,482 0 491.890 S 13.802.592 $ 2.294.199 19.5% 1 11,508393 

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

Earoiw Dividends Earnings Dividends 
Year Per Share Paid Year - -  - Per Sbare Paid - 
1929 15.49 $3.60 1935 $3.69 $2.25 
1930 3.25 3.00 1936 5.35 4.50 
1931 2.01 3.00 1937 4.38 3.75 
1932 * .el 1.25 1938 2.17 1.50 
1933 1.72 1.25 1939 4.04 3.50 
1934 1.99 1.50 1910 4.32 3.75 

t Decrease in surplus. 
$ Preferred dividend in 1939 includes $764.852 for an additional month's aec-I to provide for the full amount 
of the dividend payable February 1. 1940. 



Payrolls 

Number of Employes 

PAYROLLS AND NUMBER OF EMPLOYES 
The combined annual payrolls, including salaries and wages, and number of employes 

for 1940 and prior years for General Motors Corporation, General Motors Acceptance 
Corporation, General Exchange Insurance Corporation and other wholly owned subsidiaries, 
but excluding Adam Ope1 A.G.;Vauxhall Motors Ltd., Yellow Truck & Coach Manufac- 
turing Company, and Fisher Body Corporation prior to the acquisition of the minority 
interest as of June 30, 1926, have been as follows: 

. . 

. . , 

. . .  

. . .  

. . .  

. . .  
.Beginning with the yckr 1920 &ures shown in this tablc arc avcragcs for the year. 
"Average for 1926 does not include Fisher Body prior to June 30. 



BONUS A W A R D S  
The General Motors Bonus Plan, established in 1918, provides that there may be set 

aside each year as a bonus fund 10% of the Corporation's net earnings after deducting 
7% on the net capital employed in the business. The bonus fund is distributed in the form 
of General Motors common stock, except in the case of certain foreign subsidiaries which 
have separate bonus plans. The total amount provided under the bonus plans of these 
foreign subsidiaries is deducted from the 10% bonus fund and is distributed directly in 
foreign currency. For the period 1923 through 1936, only one-half the total fund, or 5% 
of net earnings, was set aside for distribution a5 bonus. The other 5% of net earnings was 
paid to Managers Securities Company from 1923 through 1929, and to General Motors 
Management Corporation from 1930 through 1936. Beginning with the year 1937, the 
total 10% fund has been distributed in the form of bonus awards under the Bonus Plan. 
When there is sufficient stock held in the Corporation's treasury to meet the annual bonus 
requirements. so that the stock does not have to be purchased in the open market during 
the year, the number of shares to be distributed is limited to the number computed by 
dividing the h n u s  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 
receiving salaries at an annual rate of from $2,400 to $4,200 a year is delivered immedi- 
ately, while stock awarded to employes receiving salaries of $4,200 or more is delivered 
one-fomth at the time of the award and the balance in three equal annual instalments. A 
record of the awards follows: 

Number of 
Number of Shares of Common 

Year Bonus Awnrds Stock Awarded (a) - 
1918.. ... -2,279 26,146 
1919. .... .6,453 214,659 (h) 
1920. .... .6.578 84.966 (b) 

Number of 
Year Bonus Awards - 

.... 1930.. 1.933 

. . . .  1931.. 1,377 
1932 ...... (c) 
1933.. . . . .  1,234 
1934.. .... 1,484 
1935.. . . . .  2,312 

. . . .  1936.. 9,483 
1937.. ... .10,026 
1938.. . . .  4,211 
1939.. .... 9,845 

. . . .  1940. .10,400 (€1 

Number of 
Shares of Common 
Stock Awarded (a) 

117,624 (d) 
65,897 (d) 

(d 
51.440 
71,664 

189,010 
212,388 (e) 
252,086 (e) 
77,930 (e) 

232,468 (e) 
226,190 (f) 

~ 

Note: The of ahans of oommon stock s d e d  shorn above excluder bonus payments in cash to 
employes of certain foreign subidiarirc. 
(a) Cmnmon stock awarded: In year 1918-$100 par value. 1919 thmwh 1923-?o par value (old); 1924 

th-h 1 9 % ~  par value (new); 1927 and 1928625  pi? d u e ;  and therieafter m present $10 par value. 
(b) In addition to the mmmon stock a ~ r d e d  in 1919 and 1920. 18.934 sh- of 7% debenture stock were 

=warded, of which 14.191 shares applied to the 1919 awards and 4.743 shares to the 1920 awards. 
(c) NO bonus was available for the years 1921 and 1932. 
(d) Banus awards jn 1930 and 1931 were in Class A stack of the Oenwsl Motors Managrmmt Corwrstion. 

w b h  wa.  equivalent, share for share, to Genval Motors common stock. 
(e) Includes h e  equivalents of certain cash awards tu employes receiviw salaries at an annual rate of fmm 

92.400 to 14.200. 
(f) nlthough 226.190 shares of common stock haw been set aside for bonus purposes in 1940, the awards 

have not yet been made and the Gwgurer aie prelrmmary. 



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; sales by foreign manufacturing subsidiaries; and total unit sales from 
all sources for 1919 and subsequent years: 

Year - 
1919 

1920 

1921 

1922 

1923 

1924 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 

Unit Sales to Dealers 
in the United States and 

Canada, including 
Overseas Shipments 

Unit Sales of 
Foreign Manufac- 

turing Subsidiaries* 

Passenger 
Cars Trucks Total 

Passenger 
Cars Trucks 

Total 
Unit Sales 
from All 
Sources 

Where are included above passenger carsand trucks manufactured by Ope1 since JULY 1. 1930 and bv Vauahall 
since April 1. 1930. Data for 1940 are not available. 



NUMBER OF STOCKHOLDERSFOURTH QUARTER OF EACH YEAR 

I "nrzr .. N .  .. V.....-+ .w ... * . . .  
I TOTAL N U M B E K ~ F  CARS e TRUCKS OF ' A L ~ ?  

MAKES REGISTERED IN THE UNITED STATES 








