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P O L I C Y  O F  G I V I N G  T H E  F A C T S  W I T H  
G E N E R A L  M O T O R S  AT WAR 

* The a m 1  reports of recent years have displayed a sfofement of 

policy with regard to  the manogemenf's procedure in giving important 

facts concerning fhe business to  stockholders. The responsibility of on 

indusfrial organization to  presenf fhe salient fads of fhe business to  its 

stockholders has long been recognized as a cardinal principle by the 

management o f  General Mofors Corporation. Furthermore, it has been 

held thot this obligofion is broad in scope and extends to  such geneml 

influences as may alter the Corporation's opportunity for constructive 

accomplishmenf, and hence affect nof only the direct inferests o f  the 

sfockholders buf the contribution of fhe busines to  fhe general welfare. 

It  embraces various forces thof develop wifhin the economic area, 

whether adopted by management or imposed by action o f  Government. 

The managemenf has endeavored fo discharge these obligafions fully 

and fo the besf o f  its obilify. 

* The 1942 annual report covers a period in which there musf neces- 

sarily be certain fempomry departures in the form of fhese facfuol 

presenfotions. Under war redricfions the management is limited in what 

it is permiffed to  say as to  various activities, new and old, in which the 

Corpomfion is engaged. This applies specifically to fhe nature and 

of the various war products the Corporation is making. & a 

result, certain secfions of the report have been omitted, others modified. 

New w t ions  hove been added fo give as fully as possible a record of 

fhe year's war opemfions. 

a In the Corporation's annual report, as well as its regularly published 

quarterly stofements and special messages, every effort has been mode 

to keep the stockholders fully informed from a statisfical, financial and 

policy standpoint as the business hos moved from a civilian to a war 

economy. 



E 1 9 4 2  A N N  

OF T H E  C H A I R M A N  OF  

G E N E R A L  M O T O R S  C O R P O R A T I O N  

T O  OUR STOCKHOLDERS: 

THE REPORT covers the results of the Corporation's operations during 
the first full year of our country's participation in the war. Winning 
the war was-and is-the dominating objective of American industry. 
The year 1942 witnessed an expansion of war production and a con- 
traction of the civilian economy without precedent in the United States. 
In industries devoted to the fabrication of metal, such as the auto- 
motive industry, the production of civilian goods virtually ceased early 
in the year, and almost the entire facilities of an expanding capacity 
were turned over to the production of war materials. The speed with 
which this conversion was carried out exceeded the expectations of 
many people. 

The rapidity and intensity of h e  change and the necessity for insuring 
an all-out war effort produced many serious problems of Government 
control both to achieve maximum production for war and to prevent a 
disastrous inflation. Strict limitations were placed on the use of materials 
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and on the output of non-essential commodities, and consumers were 
restricted as to what they could buy out of the limited stocks of many 
civilian goods. This came just at the time when the expansion in war 
production was increasing employment and payrolls and raising sharply 
the total of individual incomes, particularly in the lower brackets. 

As a part of the program of restricting output and the purchase and 
use of civilian goods, the production of passenger cars for civilian use 
was stopped completely by the end of January ~gqz. The sale of new 
cars in the hands of dealers was limited to eligible consumers; likewise. 
the sale of tires was strictly controlled. Later, gasoline was rationed and 
its use restricted. Parallel with such moves as these, the Government 
took a number of major steps to control selling prices and profits and, 
by means of taxes and otherwise, to diminish the inflationary effert of 

the expanding purchasing power on the limited volume of available 
goods. Further restrictions and controls are likely to be considered 
necessary as the war continues. 

A state of war materially changes many things. Modern war involves 
a major reorganization of the economy even to the extent of materially 
altering the principles under which it normally operates. It affects the 
daily lives of every one of us to a greater or lesser extent and in increas- 
ing degree as the war lengthens. All this is generally recognized, but it is 
mentioned here because it outlines the background against which the 
Corporation's operations were carried on in 1942. 

ANNUAL STOCKHOLDERS' MEETING 

The  annual stockholders' meeting is scheduled 
to be held on May 25, 1943. It is expected that a 
proxy statement will be sent to stockholders be- 
ginning about April 24, 1943, at which time 
proxies for use at this meeting will be requested. 



S U M M A R Y  OF O P E R A T I O N S  

Transilion to War 
During the year 1942, wor production in General Motors plonh increased of 

o rapid rote. Deliveries in the fourth quorfer were more than three times those of 

the firrt quorfer ond were of on onnuol rate in excess of 63,000,000,000. The 

growih in the Corporotion's wor production resulted from (0) increased orders 

for materials olready in production, (b) inougumtion o f  production on orders 

previously received, and (c) new orders for o voriety of additional types of 

moteriols-all involving special techniques ond production processes. 

This rate of delivery of wor goods was not accomplished without overcoming 

a multitude o f  engineering ond other problems. Imporfont new foc;lities, princi- 

pally mochine tools, were acquired representing to o consideroble degree on 

investmenf for the occount o f  others, moinly the United Stotes Government. 

Meanwhile, all possible use wos mode of existing plant ond facilities. Conver- 

sion to  wor output was carried on side by side with the monufocture o f  war 

moferiols. Before the end of the year 011 of the Corporation's 112 plants in the 

United States and Conodo were engaged in war moteriol production. 

Value of Product Delivered 
Because of the wide voriety of products the Corporation is monufocturing for 

wor purposes, and becouse o f  censorship restrictions, it is impossible to  report 

deliveries except in terms of their oggregote dollar volue. For purposes of com- 

porison as between peacetime and worfime production, deliveries ore divided 

into two categories or indicofed below: 

Deliveries 1942 - - 1941 - 
.............. War Motoriol Produst... $1,898,195,445 $ 406,149,273 

Ofher Avthorizsd Produsts (in 1941, com- 
mercial soles included). .............. 352,353,414 2,030,651,704 

............... Total Net Solar.. $2,250,548,859 $2,436,800,977 

Totol 1942 sales nearly equaled the volue of those of 1941, despite the 

extmordinorily difficulf problems that hod fo be met during 1942 in connection 

with the changeover from pwce to  wor produdion. In reality the physic01 volume 



o f  war materials delivered in 1942 increased far more rapidly thon its dollar 

value indicates, due to  the fact that the Corporation was able to  make sub- 

stantial price reductions during the year as cost savings were realized through 

the development o f  new methods, the simplification o f  designs and an expanding 

volume o f  production. 

Subcontracting 
The Corporation, in addition to  its own facilities, made extensive use of the 

facilities o f  thousands o f  subcontractors and suppliers scoffered widely over the 

country to  supply it with ports and materials for its expanding volume of  war 

goods production. In 1942, purchases from subcontractors and suppliers approx- 

imated $900,000,000. This extensive use of subcontractors is the opplicotion to  

wartime operations o f  a long-established peacetime procedure of General 

Motors and the automobile industry in general, a procedure which has helped 

to  maintain the requirements of  mass production through the delivery of parts 

and subassemblies according to  prearranged time schedules. This practice in 

the case of the Corporation resulted in the spread o f  approximately one half 

of its war work to  outside firms. 

Training, Field Observation and Service 
In 1942, sixteen training schools in maintenance techniques were operated 

by General Motors for technicians and inst~ctors from the armed services. They 

were attended by more than 1 1,000 men. Facilities are crvailable for the iraining 

of approximately 40,000 students in 1943. Cooperation is being extended 

military authorities through assistance in esfoblishing ports schedules and main- 

fenance units in combat arms. In addition, technical observers are stationed on 

battle fronts to report on products in action. While designs and specifications 

for military products ore o f  necessity the responsibility of the armed forces, 

REDESIGNING SPEEDS PRODUCTION 

Of the 565 parts in the Oerlikon Automatic Anti- 
Aircraft Cannon, as manufactured by Pontiac, 
409 have been redesigned or reprocessed. Results: 

Prod~ction Man Hours Reduced-SOgb 
Simpler, More ElRcient Operation 



cooperation between Generol Motors production engineers and milifary fech- 

nicians has resulted in steady technologiml advancement in war products. 

Employment and Payrolls 
Employment ond payrolls of the Corporafion raclchad all-time high levels in 

1942 despite intermpiions occasioned by the fmnsition from the production of 

civilian goods to the production of war goods. 

1942 - 1941 - 
Average number of employes on tho Corporotlon's paymlh.. 314,144 303,827 
Total sdarics and wager paid to all Carporation employe*.. $859,314,062 $669,744,870 

Average number of hourly-rate employer in Ihe United Stater 
only . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  221,401 221,709 

Wages paid to hourly-rote employes In the Unifed State* only $632,196,403 $500,422,165 

War Labor Board Orders 
The Nation01 War Lobor Board in Sepfember and October ordered the Cor- 

poration fo put into effect, retroactive to April 28, 1942, increases in the woge 

rates of hourly employes. It likewise required the Corporation to include a so- 

called "maintenance of membership" clause in its union contracts. These orders 

were incorporated in contracts concluded with the unions o f  automobile workers 

and electric01 workers. 

Personnel Adjustments 
The wor progmm creofed many special problems for the employes and for 

the Corporotion as an employer. Cessotion of civilian goods production and 

conversion to  war goods output of first brought reduced employment. This, 

however, proved moderate both in number and in duration; and well before the 

end of 1942 the number of employes on the payrolls had reached fhe highest 

figure in the Corporation's history. To dote, more than 50,000 Generol Motors 

employes have ioined the ormed forces. 

General Motors sought throughout to distribute its war work among its 

plants in such a way as to cause fhe leasf possible amount of dislocation and 

adjustment far its employes. This was of especial significance for those com- 

munities in which General Motors is by far the largest employer. Special ormnge- 

ments were set up to focilitofe the transfer of workers between plants, as well 

as to assist many other employes tempororily displaced from sales and other 

curtailed activities to find work within fhe Corporafion or, when such work was 

not ovailable, to  get lobs elsewhere. 
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The urgent necessity for adapting the skills of thousands of old and new em- 

ployes to new jobs brought a great expansion of General Motors training 

progroms which embrace the activities of the General Motors Institute ond of 

the various divisions of the Corporation. During 1942, more than 190,000 

hourly-rate and salaried workers who had never been with the Corpomtian 

before received specialized training. There was a consideroble increase in the 

number of women employed in the plants and it is expected thof 1943 will 

bring further increases. 

Employe Suggestion Plan 
As an extension of General Motors long-established policy of encouraging 

suggestions from employes, special wartime awards are being mode in the form 

of wor savings bonds and stamps, up to a maximum of a $1,000 war savings 

bond, for ideas on increasing pmduction, improving quality, saving material, 

reducing waste, or improving working conditions. During the nine months that 

the plan hod been in operation, a fotal of 57,469 suggestions was submitted, 

and 7,468 awards fotaling $259,331 were made to employes. 

Employe Plans 
At the end of 1942, about 97% of the eligible employes were partici- 

pating in one or more features of the Corporation's Group Insurance Plan. 

During the year, benefits totaling $7,296,859 were paid under the plan. This 

amount included payments to beneficiaries of 1,192 of the Corporation's 

employes who died during the year. Benefits were also paid to 27,377 employes 

for temporary disability resulting from sickness or non-industriol atcidents and 

to 19,039 employes under the hospitalizotion and surgical operation feotvres. 

Mare than 88% of the eligible employes were participating in fhe Employes 

Contributory Retirement Plan as of December 3 1, 1942. 

More than 4,000 individuals will shore in the bonus distribution for 1942 

under a plan which has been in operation since 191 8. The total amount to be 

distributed is $7,750,946, of which $2,477,296 was carried over from 1941 

and distributed in respect of 1942. 

Executive Management Compensation 
On December 31, 1942, there were included 203 individuals in fhe execufive 

manogement g rwp  as defined an page 54. At the end of the yeor,474 executives 

were receiving salaries of $1 0,000 or more per annum. Commencing October 3, 

1942, all compensation paid by General Motors fo the persons included in the 



above groups as well as to all ofher employes was subject fo fhe limifotians 

established by Executive Order No. 9250 of fhe Presided of the United Sfates, 

and to fhe regulotians promulgated by the Office of Economic Sfobilization ond 

the Bureau of Internal Revenue. 

Stockholders 
The ownership of General Motors is widely distributed geogmphicoNy and 

among a large number of individuals. On the last record dates in 1942, there 

wos a total of 413,349 stockholders. 

Net Income and Dividends 
The more important figures wifh respect to these items are tabulated below 

for 1942 a d  1941: 
1942 - 1941 - 

NET INCOME 
Net  income available for dividends ................... $163,651,588 $201,652,508 

Net income per rhan of common rtock, after deducting diii- 
dendr on $5 series preferred stork.. ................. $3.55 $4.44 

AMOUNT O F  DMDENDS PAlD 
On $5 series preferred ttock.. ...................... $ 9,178.220 $ 9,178,220 
On conmn stock .................................. 86,992,295 162,608,296 

Tot01 ........................................ $ 96,170,515 $171786,516 

Pncenhge of net imome dirbwrsd in dividends.. ...... 58.8% 85.2% 

DIVIDENDS PAlD PER SHARE 
On $5 series preferred stock.. ...................... $5.00 $5.00 
On common stock... ............................... $2.00 53.75 

NEl  INCOME RETAINED IN THE BUSINESS 
Total .......................................... $ 67,481.073 $ 29,065,992 
Per shore of common stock.. ........................ $1.55 $0.69 

Net income for fhe year 1942 includes income ifems of a specid nature 

amounting to $31,129,475. Excluding these items, nef income on fhe common 

stock amounted to $2.84 per share in 1942. These special income credits consist 

of a reduction in the Corporation's 194 1 income and excess profits faxes resulfing 

from the write-off of foreign invesfments in enemy territories, ond a recovery by 

the Corporotion in settlemenf of a stockholders' action, as dealt wifh elsewhere 

in fhe report. 



Plant Development 
Expendifures in 1942 for real estate, plants and equipment, excluding special 

tools, dies, etc., for fhe Corporation's own occounf totaled $30,743,176. These 

facilities, required for war production, are considered usable after the war. 

In  addition to these expenditures for fhe Corporation's own accounf, expendi- 

tures for plonts, machinery and equipment, including initial expenditures for 

fools, amounting to $359,446,358 were made i n  1942 for the account o f  the 

United States Gavernmenf and others. These expenditures were largely for plonts 

and equipment o f  a character and magnitude nof usable by  the Corporation in 

its normal operations. 

Net Working Capital 
Net working copitol of fhe close o f  1942 was $652,326,139, compared 

with $500,023,010 of the end o f  1941. Cash and United States Government 

securities fofoled $344,746,265 at  December 31, 1942, a decrease of 

$136,565,626 from fhe bolance af the close o f  the previous year. Increased 

Government receivables and an increose i n  inventories, due to the rapidly ex- 

ponding war material production, resulfed in a considerable drain upon the 

Corporofion's cash. At the end of 1942, borrowings from banks under the terms 

of the General Motors $1,000,000,000 V-Loan Credif Agreement amounted 

to $100,000,000. 
Inventories a t  the end of 1942 totaled $466,265,585, an increase of 

$133,438,811 during the year. O f  this total, $369,223,133 represented 

invenfories held for the production of war moteriols, and $97,042,452 repre- 

senfed inventories of commercial products, fhe maior portion o f  which con- 

sisted of service parts held available for fhe servicing o f  cars on fhe road, 

and o f  finished products held for sale subiecf fo rationing. 



A WARTIME ECONOMIC R E V I E W  

In  1941, the Corporation like the rest of industry was engaged pri- 
marily in the production of civilian goods, superimposed upon which 
was a rapidly increasing output of materials for war. In 1942, on the 
other hand, the Corporation's civilian production declined sharply 
early in the year, and in the final quarter amounted to but 6% of the 
total, as compared wirh war production representing 94% of that total. 
War production rose to a value in the final quarter exceeding by 2 2 7  
that oI all production in the last quarter of the previous year. 

Under the national war program established at the beginning of 
1gq2. an amazing amount of war material was produced. In  particular, 
the speed and efliciency with which the automobile industry and some 
other large industries adapted themselves to the production of war 
material have astounded skeptics. The  performance is a dramatic 
demonstration of t h ~  ahility of American industrial management and 
the soundness of the principles of Cree enterprise. IL reconversion to 
civilian products can be accomplished with equal speed at the end of 



the war, the danger of a post-war depression will be greatly reduced. 
There is no fundamental reason why this should not be possible. 

Trend of Industrial Production 

T h e  Federal Reserve Board index of industrial production in De- 
cember 1942 rose to igjyo of the 1935-39 average and was 18% above 
December ,941. T h e  igqe average of 18 1% was 16y0 above 1941. This 
increase is due entirely to expansion in the production of materials 
intended for purposes of war. As a matter of fact, such production 
quadrupled, while the production of goods for civilian use was less than 
two thirds of that in  ,941. T h e  output of many consumer durable goods, 
such as automobiles, refrigerators and other metal household equip- 
ment, and the construction of private residences, except those intended 
lor war workers, were in tbe course of 1942 almost completely elimi- 
nated. T h e  materials and labor formerly used for these purposes were 
diverted to the war effort. During the year, vast additions were made to 
the nation's plants-to some extent for production of raw materials, but 
more particularly for the fabrication of various types of specific war 
products. I t  would seem that further additions in facilities for the war 
effort will be limited, so that still more material and more labor can be 
released and used directly for war production. 

The National Income 

T h e  national income, whethcr measured by the physical volume of 
things turned out, or by their money value, or by the total of all sorts 



One of the fosferf ond deodliesf of fighter planes is the Airacobro powered by 

the Allison engine. Mony of these plones ore equipped with nose connon built 

by Oldsmobile and propellers monufocfured by Aeroproducts Division. 



Landing boots such as these, powered by G M  Diesel engines, played a major 

role in the invasion of North Africa and Guodalcanal. Many types of Diesel 

engines for the Navy ore manufactured by the Electro-Motive, Detroit Diesel 

Engine and Cleveland Diesel Engine Divisions. 



of money income received by consumers, rose considerably in 1942. The 
total of income payments as estimated by the Department of Commerce 
was $92 billion in 1941, and increased to $1 14 billion in 1942. This was 
a rise of 24%. Of the principal components of national income, factory 
payrolls increased 41% over 1941 and farmers' net income increased 
537, while interest payments were practically unchanged, and dividend 
payments declined 12%. The Department of Commerce has estimated 
that corporation profits after taxes fell 67,, and a more recent compila- 
tion by the National City Bank indicates a decline of 13% for 710 lead- 
ing manufacturing corporations. 

Although direct taxes increased considerably, the amount of "dis- 
posable" income available for the purchase of goods and services or for 
savings rose from $88 billion in 1941 to 56108 billion in 1942. Since the 
volume of goods and services available for civilian consumption de- 
clined and the amount spent on them increased only moderately, there 
was left a sum of unexpended purchasing power, sometimes referred 
to as the "inflationary gap," estimated at about $26 billion. This sum 
was partly used to reduce outstanding debts and partly invested in Gov- 
ernment bonds, other securities or in insurance. Because this amount 
of unexpeuded purchasing power was only partially absorbed in this 
manner, there remains an abnormally large volume of liquid funds 
which will add to the difficulty of maintaining price controls. 

During 1942, the price level, as measured by the official indexes of 
the Bureau of Labor Statistics, rose moderately. Between November 
1941 and December 1942, wholesale prices and the cost of living both 
increased gyo-about half as much as in the fixst thirteen months of 
our participation in the first World War. In the forty-month period 
since August 1939, the cost of living index has increased 22% while 
wholesale prices have gone up 35%. 

Economic Controls 
The rapidly accelerated transition from a civilian to a war economy 

during the year 1942 raised many unusual problems all of which might 
be expressed in the embracive term "controls." In a system of free enter- 
prise, every business unit as well as perhaps every individual has some 
economic objective. Out of the composite of forces comes a balance, 
and out of these innumerable objectives and individual ambitions comes 
the progress that charactprizes the free enterprise system. In a time 



of war this can no longer be true: the single objective of victory is 
essential. T o  this objective the entire economic resources of the country 
must be dedicated. 

Modem wars differ from those of earlier days in that they involve 
practically the entire population. Modern wars differ again in that they 
are highly mechanized. There results a demand for raw materials and 
manufactured products in nature and quantity entirely at variance with 
the needs of normal times. Hence, shortages develop in all areas of the 
economy. Production facilities become inadequate. Additional prodnc- 
tion facilities must be created to produce specific artides of warfare 
needed in unusual quantity and type. Manpower becomes limited. Raw 
materials become increasingly scarce. Manifestly, thcre must be a single 
authority to divert the available economic resources to those specific 
purposes that will serve best to achieve the prime objective. That 
authority can only be the Government. 
Nor is that the complete problem. The enormous increase in national 

income resulting from the intensive utilization of the nation's economic 
resources creates a tremendous amount of additional purchasing power 
while the diversion of production from goods for civilian purposes to 
goods for war purposes brings about a shortage of available goods in 
relation to the ability to buy. The effect is a constantly increasing up- 
ward pressure on the level of prices. In other words, there is developed 
the basis for a price inflation. Therefore i t  is necessary to impose re- 
strictions not only on what materials can be used and the manner of 
their use, but also on selling prices and profits as well as on wages and 
all other components of costs that affect selling prices. 

During the year igqe, the necessity for increased controls became 
apparent. The production of passenger cars was entirely prohibited 
after January 1942. Automotive dealers were restricted in the number 

NEW MACHINES DO NEW JOBS 
Cadillac craftsmen designed completely new ma- 

, chines for producing this complex part, a super- 
-b,L;; .-., 
. - ,  ,hi charger rotator vane, effecting important savings 
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in time and material. 
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of cars that they could sell and the consumers to whom that limited 
number might be sold. Automobile users were forbidden to purchase 
tires or retread old tires, except for essential uses. The sale of gasoline 
in certain eastern states was rationed in May. This was extended to the 
whole country in December. The production of consumer durable and 
semi-durable goods, particularly those competing in the demand for 
materials needed for the expansion of the war program, was  educed or 
largely eliminated as the year progressed Price ceilings were set up to 
cover most products and efforts made to stabilize wages. 

As more and more war plant capacity comes into production, demand- 
ing increasing amounts of material and labor; as the armed forces 
expand, requiring enormous quantities of supplies and equipment and 
reducing the available labor force; and as large inventories of civilian 
goods become depleted, it may he expected that avilian restrictions will 
have to be increased and the entire nation will more fully realize what 
an allout war effort means. 

The President said, in his recent budget message to the Congress, that 
the gigantic war program ". . . calls for vision on the part of those in 
charge of war production, ingenuity of management and the skill, 
devotion and tenacity of the men on the farms and in the factories." 

Taxation 
The financing of a war of the magnitude of the one in which we are 

engaged is a tremendous undertaking. I t  is a comprehensive problem. 
not by any means limited to the mere raising of the necessary funds, 
whether by taxation or borrowings or both. First, i t  is essential that 
the relationship between revenues-taxes-and expenditures he such 
as to maintain the financial stability of the Government. That is a prime 
consideration. Then the essential taxes must he levied in a fair and 
equitable manner, and the objective cannot be limited solely to revenue. 
Under existing circumstances, taxes may properly be used as an instru- 
mentality toward control of the excess purchasing power aeated by the 
tremendous expansion in national income, the purpose being the main- 
tenance of a reasonable price level. And all this needs to be accomplished 
in such a manner as to promote-certainly not to prejudice-the maxi- 
mum contribution to the war effort, having in mind also the problems 
of the post-war era. 



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

War Material Production 
In setting forth the facts relative to General Motors war production, 

appreciation is expressed for the help and cooperation received from 
the representatives of the armed services, as well as for the assistance 
given by the thousands of suppliers and subcontractors who have con- 
tributed so much to the results thus far achieved. 

As already indicated in previous sections of this report, the year 
1942, SO far as the Corporation's opcrations were concerned, can be char- 
acterized as a period of rapid transition from a peace to a war basis. 
During the years 1940 and 1941, the Corporation had already made 
important commitments, both for the development of additional pro- 
duction facilities and for the manufacture of various war products, 
some of a type closely related to its normal manufacture and others 
entirely different. The volume of sales in 1940 and, more particularly, 
in 1941 was influenced by this expansion. In 1941, while it may be said 
that the Corporation was primarily on a peace basis, it was at the same 
time partly on a war basis. Following the attack on Pearl Harbor, large 
additional commitments were assumed with the ultimate objective of 
the utilization ol all its resources in the furtherance of the war effort. 
At the end of January 1942, production of the Corporation's passenger 
cars was discontinued and shortly thereafter production ceased on prac- 
tically all of its otber products for civilian purposes. There followed 
the accelerated conversion of production facilities to purposes of war 
with the result that the Corporation's plants in the United States and 
Canada were all engaged in war production by the end of the year. 

In harmony with its declaration of purpose expressed at the inaugura- 
tion of the defense program in 1940, the Corporation has striven con- 
sistently and aggressively to live up to its war production responsibilities. 
It has accepted obligations in every instance where, in collaboration 
with Government agencies, it appeared that its services were needed or 
could be constructiv~ly used. In the results that have been achieved the 



Newly designed M-7 0 tank destroyer, built by Fisher Body Division, is a speedy, 

moneuveroble land cruiser which already hos proved itself in bottle. Radiators 

are mode by the Horrison Rodiotor Division. Tank frock sets for the destroyer 

ond for other types of tonks ore made by Inland Manufacturing Division. 



Buick and Chevrolet build Pratt & Whitney engines for bombers like this, now 

so important in global warfare. Landing gear struts for this type of bomber ore 

made by Delco Products Division. 



continuing support of employes, new and old, has been a substantial 
contributing factor. 

By the end of 1942, General Motors was delivering war products at 
the rate of more than $8,ooo,ooo a day. This flow of war materials repre- 
sents the contributions of many plants in many places rather than a 
concentrated production in one plant or one community. For, in line 
with its long-established plan of decentralized operations with coordi- 
nated control in times of peace, the Corporation has distributed its war 
load over a wide area. This plan of operation made possible the success- 
ful mass production of many different items of war material. 

The  wartime operation of General Motors was graphically described 
in a Governmental publication on January 31, 1943, issued by the War 
Production Board through the Office of War Information, commenting 
on war production radiating from the Detroit area: 

". . . Detroit also provides an outstanding example of indus- 
try in diffusion. Two miles north of Cadillac Square, the city's 
hub, is a massive, block-square office building. Within are 
drawn together in a complex cortex the nerve ends of the 
vast system that is General Motors. 

"GM is the largest producer of war materials in the country. 
Radiating from its central offices on Grand Boulevard are 104 

lants in 46 cities and 13 states from Connecticut to California. 
%he first circle of GM plants falls within the Detroit area. 
Draw a line on a 25-mile radius from the GM Building and 
you will encompass seventeen GM operations, upwards of 
50,000 war workers. And their products provide a good cross- 
section of the things General Motors is making-making at a 
current rate of $8,ooo,ooo a day to fill more than 1,700 war 
orders. 

"To the West are tanks and Diesel engines, airplane instru- 
ments and subassemblies, parts for guns, military trucks and 
aircraft engines. T o  the North, anti-aircraft cannon of 20, 40, 
and go mm. dimensions, aerial torpedoes and parts for many 
other products. Off to the East, 3- and 5-inch Naval gun hous- 
ings, bomber subassemblies, shells, military truck parts and 
tank transmissions. And to the South, even across the Detroit 
River in Canada, is to be found a GM-operated machine gun 
plant within the 25-mile radius. 

"All of these plants are in production-and well along toward 
planned capacity. Yet all but two were built to build the prod- 
ucts of peace. The  real miracle of conversion is the engineers' 
now proven ability to apply the mass production know-how 
of peace to the business of war. They have put even the big 
go mm. cannon on a coxlveyor line. Thcy have made it possible 
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to make ten Oerlikon anti-aircraft guns today in the time it  
took to make live a year ago. 

"Improvements such as these have conserved the country 
tons of precious material. They have put tanks in Africa and 
planes in Australia and guns on our ships at sea. And they 
have made those tanks and planes and guns better than the 
enemy's. . ." 

T h e  magnitude of an undertaking of this scope is difficult to realize. 
I t  is inadequately represented by figures, impressive as they may be. 
Over many years the management has developed a group of highly 
specialized manufacturing units effectively organized and coordinated 
for the purpose of manufacturing motor cars, trucks and other technical 
products. Thcse plants are now called upon to manufacture entirely 
different types of products, still highly technical in character but involv- 
ing in varying degrees different machinery, different processes and, in 
many cases, a completely different manufacturing approach. Twenty- 
three " E  awards have been received by General Motors plants from 
the armed services. 

The  great majority of war products were not designed primarily 
with a view to the application of mass production processes. They had 
never been required in the quantities now demanded and no oppor- 
tunity to gain experience in quantity manufacture had previously been 
pesented. Accordingly, in relation to expanded volume requirements, 
these products by no means incorporated the most effective production 
techniques, either from the standpoint of the purpose for which they 
were to be used, or having in view the sudden and urgent need for 
conserving materials, manpower and equipment. Such circumstances 
presented both an opportunity and an obligation to promote through 
advanced technology, on the one hand, savings in materials, more 
effective utilization of machinery and reductions of manpower: and 
on the other hand, increased effectiveness of design and therefore im- 
proved quality. A great deal has been accomplished along these lines. 

TWELVE TIMES AS FAST 
a newly designed electric welding ma- 

kes it possible to speed up welding of 
Diesel engine crankshaft balancers from 3 to 36 



Increased production is being obtained with a reduced consumption 
of limited resources-hence at lower cost to the taxpayers-and of a 
quality that should contribute much to attaining superiority in weapons 
over those of the enemy. 

All possible use has been made by the Corporation of existing plants 
and equipment in the furtherance of the country's war production pro- 
gram. I n  addition to the conversion of its normal manufacturing opera- 
tions, as well as their expansion in many instances, the Corporation has 
been called upon to provide new facilities and the necessary organization 
and management to operate them. These additional facilities represent 
to a considerable degree an investment for the account of others, prin- 
cipally the United States Government. A major part of the investment 
was for the purchase of machine tools of types and sizes not existing in 
the Corporation's facilities; a relatively small part represents the con- 
struction or adaptation for specific war jobs of 15 buildings or plants. 

During 1942 General Motors completed the conversion of all of its 
own plants or operating units to war production and by operating 
these plants, in addition to those owned by the Government, more days 
per week on a multi-shift basis, the Corporation will be able at current 
prices to produce a yearly volume of $~,ooo,ooo,ooo, approximately 
double its normal capacity. This does not mean that the Corporation's 
capacity for its normal business has been increased. It does mean that 
the Corporation faces the important post-war problem of reassembling 
its production facilities lor its ~lormal business. 

The burden on management and the organization has been increased 
to a far greater extent than the preceding paragraph might imply. This 
is because of the great diversity and highly different character of the 
many war products the Corporation is making. 

The ability of the General Motors organization to meet this great 
challenge of war production and the cooperation obtained during the 
trying conversion period should be a source of satisfaction to the stock- 
holders, not only as an evidence that the Corporation is doing its part in 
the war, but also as a promise that when victory and peace come the 
organization will again be equal to the big job of converting back to the 
manufacture of products of peace. 

The Corporation operates under a system of decentralized manage- 
ment. This contemplates that the responsibility of each individual unit 
in the system is complete. The objective is to make each separate unit 
self.contained, complete with all the functions essential to its full 
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development. Its chief executive is charged with the responsibility for 
its success or failure. Such an approach to the problem of industrial 
management develops men. It encourages initiative. I t  promotes enter- 
prise. I t  encourages the assumption of responsibility. I t  increases effi- 
ciency. It insures a more intensive concentration of know-how on each 
individual problem. Without doubt this scheme of management has 
contributed importantly to what General Motors has been able to ac- 
complish. The underlying philosophy is tbat of individual enterprise. 

Value of Product Delivered 

In view of the wide variety of products which the Corporation is 
manufacturing for war purposes, deliveries must be expressed in terms 
of their aggregate dollar value. For the purpose of a better understand- 
ing of the general trend, sales are divided into two categories defined 
as follows: 

I. War materials are products manufactured by the Corpora- 
tion's United States and Canadian plants, largely of a spe- 
cial character, usable for purposes of war and not included, 
except in minor degree, in General Motors normal range 
of production in the pre-war period. 

2. Other authorized (including civilian) products are defined 
as those normally within the scope of General Motors 
activities and now sold to non-governmental customers in 
the United States and Canada. They also include all procl- 
ucts manufactured and sold by the Corporation's overseas 
operations. All products within this group are essential 
to the support of the war program. 

War materials are produced both in plants specifically designed for 
the purpose and in plants formerly engaged in the production of peace- 
time goods now converted to production for war. 

A comparison of the two categories of deliveries in 1942 and 1941 
is shown in the following table: 

Deliveries 1942 - - 1941 - 
........................... War Material Products $1,898,195,445 $ 406,149.273 

Other Authorized Products (in 1941, commercial *ales ................................ iedudedl.. 352,353,414 2,030,651,704 

......................... Total Net Sales $2,250,548859 $2,436,800,977 



Fromihe beginning of General Motors produrtion fordefensein 1939. 
through December 1941, General Motors deliveries of war materials 
from its plants in the United States and Canada totaled $483,855,014 
For the year 1941 alone, deliveries of war materials amounted to 
$406,149,273, of which $48,226,142 was from Canadian sources and 

$357,923,131 f ron~  domestic sources. At the time of Pearl Harbor, 
General Motors war matella1 production had already reached a volume 
of more than $z,ooo,ooo per day. Deliveries of war material? in the 
fourth quarter of 1942 were more than $8,000,000 a day or more than 4 
timea tho.ie in the fourth quarter of 1941, and at an annual rate in excess 
of $~,ooo,ooo,ooo. For the year 1942, deliveries of war material5 aggre- 
gated $1,898,195,445, or nearly 5 times the amount delivered in the pre- 
ceding year. Of these deliveries $1,7gq,zgo,67g was from sources wilhin 
the United States and $1og,go4,766 from Canadian plants. The  increase 
in deliveries of war materials when expressed in dollars does not show 
the full extent of the increase in the physical volume of deliveries. 
Throughout the ).ear, as experience was gained in the manufacture of 
new products and costs decreased due to expanding volume and to more 
efficient methods of production, prices on products sold to the Govern- 
ment and to other governmental suppliers were progressively reduced. 
The amount of these voluntary I-eductio~~s is indicated later in the 
report. 

GM WAR PRODUCT DELIVERIES 

4s indicated on the center page spread, the relationship between sales 
of military and non-military items, as expressed in dollars, was reversed 
in a period of one year. In the last quarter of 1941, war production 



deliveries represented 26% of total sales. In the last quarter of 1942, they 
represented 94% of total sales, with the remainder made up of other 
products conuibuting directly or indirectly to the functioning of the 
war economy. The total sales volume in 1942, despite the extremely 
difficult problem of changing over from peace products to the intricate 
products of modern war, was nearly as large as the total in 1941, the big- 
gest volume year in the history of the Corporation. Total volume in the 
year 1942, representing all classes of  product^, aggregated $z,z50,548,85g 
as compared with total sales of $?,qgG,Soo,g77 in the year 1941. While 
sales were 8% less in 1942, the actual cost of goods produced, which is 
the real measure of the productive effort, somewhat exceeded that of 

'941. 
The  increase in war deliveries during 1942 was due not only to an 

increase in the output of items which were in production at the begin- 
ning of the year, but more importanlly to new items of equipment, such 
as Pratt & Whitney aircraft engines, other aircraft items and tanks, which 
came into production during 1he year. New implements of war brought 
into production during 1942 are accounting for an increasing part of 
the Corporation's total sales. The upward trend, particularly as it con- 
cerns aircraft and aircraft items, is expected to continue through 194%. 
Several new items in the aircraft held are scheduled for production in 

The Problem of Converslon 
Reference has already been made to conversion. In the early days of 

the war effort, particularly after the declaration of war, there was much 
discussion of the subject. When the war becomes history and the facts 
are definitely established it is hoped that this problem, and others as 
well, can be appraised more intelligently than is now possible. Little 

CONSERVING VITAL MATERIALS 
I',j Chevrolet engineers have developed satisfac- 

tory substitutes resulting in  savings per 
loo,ooo military vehicles of: 

5,000,000 Lbs. Robber 200,000 Lbs. Chrnmn 
1,200,008 Lbs. Nickel 125,000 ~ b s .  latex 

500,000 Lbs. Copper 70,000 Lbs. Tin 



would be accomplished by reviewing the whole problem here. This 
much, however, might be said as relating to one point of view: 

Expressed in  general terms, the procedure followed for developing 
the industrial power of the United States for purposes of war was to 
create first such additional ~nanulacturing facilities as were needed for 
the production of the great variety and volume of war products required. 
In some cases, and important ones, no nianuIacturing facilities what- 
soever existed. In others, pl-oduction was on a Tery limited scale entirely 
inadequate to the necessities o l  war. The  circumstances existing were 
entirely consistent with the fact that the American economy was a peace 
economy. The  nation, as a whole, had IIOL in recent years ronte~nplated 
the problems of war. Coincident with this first step in  development, 
production for civilian purposes was maintained. 

The  second step was to convert existing civilian production Iacilities 
to provide additional capacity for war production in those categories 
where needed. This general procedure wab a sound approach to the 
problem. I t  resulted in a greater volume of war production, particularly 
a, to critical items, than would have been possible under any alternative 
approach. I n  addition, it was less disturbing to the economy as a whole. 
Aside Irom these considerations, it is a debatable question whether ihe 
public attitude of mind a t  the time ivould have accepted the sacrifices 
that a different policy would have ueqoired. 

I n  various arlnual 1.eport5 and in special messages, atlempts have 
been made to tell the story of mass production-of what it consists; what 



it accomplishes, and how; and what its limitations are. Ir is not intended 
to repeat the story at this time. T o  make the record complete, however, 
this might be said: Mass production from the standpoint of the prin- 
ciples involved might be defined as a method of producing a particular 
produrt in large quantity by the intensive utilization of machinery and 
tools specifically adapted to that product. The mass production tech- 
nique involves a sequence of operations whereby each component part 
is produced through progressive manufacture, with the sequence so 
coordinated as to permit a continuous flow of material in process from 
the raw state to the final assembly of the finished product. 

To  modify any particular dcsign requires reorganbation of the entire 
scheme. T o  make an entirely different product requires a revolution 
of that scheme. In other words, a new start must be made. Although 
rome machinery may be salvaged in the process, depending upon cir- 
cumstances, all of it must be retooled and in some cases it must be 
rebuilt. Thus the problem of conversion of any system of mass produc- 
tion in comparison with the construction of additional capacity be- 
comes, to a large extent, a matter of the building structure itself with 
its supporting services, together with a varying proportion of existing 
machinery. An important favorable factor in ronversion, however, is 
the fact that there already exists an organi~ation of management and 
workers as a foundation. But again, they must be educated for the new 
task. 

With this brief review, the magnitude of the undertaking that con- 
fronted the Corporation may be better appreciated, especially when it 
is considered that there were involved 94 Corporation-owned plants 
or operating units in 46 communities and 13  states in the United States, 
in addition to 15 buildings or plants provided by the Government- 
having a combined floor area of approximately ~~.ooo,ooo square feet. 
In addition, it was necessary to tool and install approximately ~8,000 
new machine tools, many of which were of types and sizes not used in 

SAVES COPPER-BETTER JOB 

Harrison Radiator Division now builds for the 
Army oil coolers of brazed steel, replacing copper 
tubing, to save 64% of copper used and provide 
better performance-stronger construction. 



the Corporation's peacetime production, and to retonl and, in many 
cases, relocate approximately 49,000 machine tools previously owned by 
the Corporation. At the end of the year, the Corporation in its total 
operations had 97.000 machine tools operating on war work. 

The undertaking also required the retraining of many thousands of 
employes for war work as well as the employment and training during 
the year of more than 1g0,ooo men and women who had never worked 
for the Corporation before. This task of conversion was carried forward 
during the year simultaneously with the maintenance of a constantly 
expanding flow of war materials as one unit after another came into 
production. 

Subcontracting 
An important phase of the conversion problem was the change the 

subcontractors who formerly supplied the automotive industry had to 
make in their plant and facilities and products to do their part of the 
war production job. Additional subcontractors had to be located and 
facilities developed to supplement and expand previous subcontracting 
activities. 

Subcontracting plays a vital part in the production of war materials 
as well as in the maintenance of the business economy of the country. 
In considering this subject, it is important to keep in mind the broad 
structure of American business before the war. Generally speaking, 
American industry could be classified under three major headings: 

(a) Those industries, both large and small, engaged in metal 
production and fabrication 

(b) Other industries producing products made of materials 
other than metal 

(c) Those businesses engaged in distribution or service of 
products for the public 

Each of these groups had developed special tec11niqut.s and skills, 
together with special tools and equipment, to serve their particular 
purposes. But, due to their highly specialized nature, these techniques 
and equipment were not readily adaptable in fields other than those 
for which they were being utilized. Each of these groups maintained 
large lists of subcontractors within their respective fields. Each group 
formed a network of businesses, and this interwoven network was one 
of the factors that made mass production possible over a wide range 
of products made of many different materials. Many of these businesses 
never were "prime contractors" in the sense that they built finished 



products for consumer use but served solely as specialists in producing 
parts and assemblies which they, in turn, sold to other manufacturers 
who made the final product. 

General Motors has operated almost entirely in the field of metal 
fabrication. Like other units of the automohile industry, it has had a 
broad and successful experience in contracting with thousands of out- 
side suppliers to furnish great varieties of materials and parts. And these 
suppliers, in turn, have developed the necessary know-how to justify the 
responsibility assumed in the Corporation's scheme of production. These 
suppliers were General Motors peacetime subcontractors. 

With America's entry into the war it became inunediately evident 
that industry's contribution must be the maximum production of war 
materials in the shortest space of time by the most effective utilization 
of manpower and productive facilities. The armed services, therefore, 
made the practical approach of placing prime contracts in the hands 
of those organizations which had been accustomed to dealing with 
finished products in peace time, relying upon them to utilize their net- 
work of suppliers and subcontractors just as they had used them in the 
normal channels of trade. This quickly spread the work to the largest 
possible number of companies having the ability to produce the mate- 
rials required. At the same time, it quickly put into use the maximum 
number of usable machine tools and the largest possible amount of 
skilled labor at the points where the businesses were already established. 

Early in the defense program General Motors had decided ( I )  to 
seek contracts for the more complicated war products rather than for 
those that could be easily fabricated, thereby making maximum use of 
its know-how and organization experience, ( 2 )  to concentrate its own 
manufacturing activities on the most difficult parts of those products, 
and (3) to subcontract as much of the balance as possible. Formal ex- 
pression of the Corporation's policy on subcontracting was given in a 

L? SALVAGING TOOLS 
GM Divisions are successfully salvaging thou- 
sands of damaged tools thus helping to relieve 
shortages in tool material and tool making capac- 
ity. For example, broken drills and reamers form- 
erly discarded are now being brazed together with 
silver solder and restored to full usage. 



letter dated February 11, 1941, which requested general managers of 
divisions "to purchase, outside the Corporation, component parls for 
all our defense projects to  the limit 01 the current capacity of the 
sources equipped for the specific type of ~nanuIacture . . . and from such 
other sources in the particular field as we can establish . . . are depeud- 
able and competent." This course was determined upon because the 
Corporation believed that under this policy, not only the Col-poration 
hut the balance of American industry would be enabled to make the 
maximum contribution to the war effort. 

A related Corporation policy which supplcmcntcd subcontracting in 
distributing war production activities over the widest possible area was 
expressed as follows: "Obtain orders for war products for every plant 
city and every plant. Allot the production where i t  can be produced 
with the greatest efficiency and the least new floor space and machinery." 
General Motors has always insisted on  maximum decentralization of 
its manufacturing operations. As a result, this policy of obtaining orders 
for every plant meant, in effect, the farming out of those orders to 107 

General Motors owned or leased plants in  46 communities and 13 states 
in  the United States. These plants then snhcontracted to thousands of 
other concerns and, in addition, acted as subcontractors to other outside 
organizations. T h e  final resull to the Corporation has been the spread- 
ing of approximately one ha11 01 its entire \olume of war work to 
firms outside General Motors. 

GM PURCHASES FROM SUBCONTRACTORS 
AND SUPPLIERS 

Since almost all oi General Motor\ produrfiou in the war effort, a, 
xvcll as in peace, deals with metal fabrication, the difficulty of trying 
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to utilize as subcontractors those manufacturing businesses that lie out- 
side the metal fabrication field becomes immediately appareut. There 
have been many instances where the Corporation has attempted to 
make use of them, and in some cases the effort has been successful. 
Generally speaking, however, the new machine tools and equipment 
needed and the lack of trained supervision available make it difficult 
to place subcontracts with manufacturers outside the field of metal 
fabrication. 

A more critical problem relates to that group of businesses which in 
peace time dealt with the distribution and servicing of various products 
for the public. The General Motors dealers are a good example of this 
group. This is also the group most seriously affected by the curtailment 
of the normal civilian economy. While in some instances these concerns 
have been able to undertake some war production, usually they are 
successful only when they have in their organization men with previous 
manufacturing experience. However, this group represents a continuing 
national problem. 

It is recognized that maintaining the economic vitality of the great 
aggregation of smaller units of industry and business is a matter of prime 
importance. In these enterprises lies the very foundation of the Amer- 
ican industrial system. The progressive development of the more snc- 
cessful smaller units makes possible the larger ones. I t  is a process that 
should be continued and encouraged. The problem requires the most 
thoughtful consideration. But this is an entirely different objective from 
that demanded by the urgency of war-the maximum production in the 
minimum time. 

Design Engineering 
The technical requirements of military products must always remain 

the responsibility of the armed forces. They alone are cognizant 
of the tactical purposes for which the equipment is to be used, and how 
those purposes can best be accomplished. However, it is the respon- 
sibility of industry to contribute its manufacturing and engineering 
experience, in cooperation with the armed forces, to the end of attain- 
ing an ever-advancing technology in the weapons of war. In competi- 
tion with the enemy it is essential to achieve and to maintain techno- 
logical superiority. Following Pearl Harbor, the urgent need was for the 
most rapid possible production of war materials in the designs that then 



existed. As experience has been gained and as production in volumc 
has developed it has been possible for the technical staffs in General 
Motors to make substantial contributions to war product design. 

In support of the engineers and research men in the plants and 
laboratories, General Motors has technical observers located in battle 
areas for the purpose of observing products in action and passing back 
the results of their observations to the technical men at the production 
front. This liaison is expected to prove of increasing value in supporting 
the work of Army technicians. 

Know-HOW 
Know-how is an all-inclusive term. It reflects all phases of the task 

of getting the job done. It includes the coordinated efforts of the entire 
personnel. The Corporation's contribution to the war effort, in line 
with its original declaration of purpose, has been almost entirely directed 
toward highly technical products, for in this area its know-how can be 
most effectively applied. 

Much has already been said about the importance of the function of 
engineering in the production of material for war. The engineering 
phase of know-how iuvolves two approaches, quite separate but at the 
same time closely related. One is the technique of design which has a 
direct bearing on what might be called the "efficiency in combat" of 
any particular type of war product. The second approach concerns the 
technique of production. This involves in war production the maximum 
effectiveness of manufacturing equipment and facilities and the 
minimum consumption of man hours and material to effect a given 

REDUCING COSTS 
Oldsmobile method of machining on four selected 
operations in aircraft cannon production made 
it possible to: 

1-00 the Job with 8 Machines lnslsad ol 64 
2-Saw $228,800 in Machine Costs 
3-Cul112.65 in Cost per Gun 
I-Saw 11% Produclion Hours par Gun 



result. The techniques both of design and of production importantly 
influence costs. The technique of design has been dealt with above. A 
short statement as to the technique of production is an essential part of 
the record. 

In interim reports and in special messages the stockholders have been 
apprised of the contributions the Corporation has made in cooperation 
with the technicians of the armed force$ by way of facilitating produc- 
tion and reducing costs. Specific illustrations with supporting data have 
been given of savings in material, man hours and cost in the production 
of airplane engines, guns, Diesel engines and other products. Each is a 
study in itself. Improved technology has been reflected through the use 
of methods developed by the Corporation during its long experience in 
the production of motor cars and allied products. 

Perhaps the clearest appreciation of what has been accomplished 
in advancing production techniques may be gained from the fact that 
these improvements have made possible voluntary reductions in selling 
prices amounting to $361,288,825. Of this amount, $177,980,415 applied 
to deliveries made up to the end of 1942. The balance of $183,308,410 
will apply to deliveries to be made subsequent to 1942 under the exist- 
ing contracts. These reductions are passed on to the Government in 
line with the Corporation's pricing policy, referred to on page 71. 

Maintenance and Training Programs 
In a war in which the volume and quality of mechanical equipment 

placed in the hands of the fighting forces have proved to be of such 
extreme importance, the maintenance of that equipment in the best 
possible working order has assumed crucial significance. Special staff 
organizations have been set up by General Motors to work with the 
Corporation's manufacturing divisions in cooperation with the armed 
forces in facilitating the proper and efficient maintenance of General 
Motors war products after they have been delivered to areas of combat. 
To  facilitate the maintenance of its products the Corporation has a 
staff of its own technicians on fighting fronts. The maintenance prob- 
lem at the front involves not only adequate supply of the proper parts 
but also the presence of men skilled in repair procedures and equipped 
with efficient repair facilities. Through its broad experience with such 
problems in connection with its automotive and other products, the 
organization has been able to render substantial assistance to the armed 



services in this phase of war activity. Rebalancing spare parts inven- 
tories, for example, has reduced production time and, more important, 
has saved much valuable shipping space. On various fronts the Corpo- 
ration is operating assembly and maintenance stations. 

Sixteen training schools, with courses of from ten days to eleven 
weeks, operated by the Corporation for Army and Navy instructors 
and technicians, have provided the nucleus of trained mechanics for the 
servicing and maintenance of General Motors-built equipment, both 
at home and overseas. During the year 1942, these schools were attended 
by more than 11,ooo men. Present plans make possible the training of 
40,000 or more technicians and instructors for the armed forces during 

'943. 

Other Wartime Activities 
Early in the year, General Motors in cooperation with the United 

States Treasury conducted an intensive employe war savings bond 
campaign, furthering efforts started in the previous y x r .  The response 
was excellent, with the result that 97.4 per cent of all employes had 
voluntarily enrolled and were participants in the Corporation's payroll 
savings plan as the year drew to a close. Since the beginning of the opera- 
tion of the plan employes had invested nearly $56,ooo,ooo in Series E 
War Savings Bonds, with $8,350,000 being invested in December alone. 
In many of the divisions at  least 10% of all wages and salaries was being 
invested in bonds. A campaign was under way at  the close of the year 
to increase the amount being invested by the Corporation's employes in 
war savings bonds. 

General Motors participation in the collection of scrap during 1942 
resulted in the salvaging of 1,017,758,000 pounds of iron, steel, copper 
and other metals, of which I 18,805,000 pounds were from non-produc- 
tion sources, including large quantities of old dies, tools, jigs and fixtures 
previously used in the manufacture of parts which were taken out of 
storage and made available to the national scrap pile. Non-metal scrap 
has been the object of an equally intensive drive and in one month alone 
more than 2,500,000 pounds of such material were collected. 

Active support is being given by the Corporation to the Government's 
efforts to conserve automobiles for the nation's transportation, along 
with other consumer durable goods. I t  is of interest to mention in thls 
connection the wide demand for a booklet "The Automobile User's 
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Guide, With Wartime Suggestions" prepared by the Customer Research 
Staff of the Corporation, which gives valuable suggestions on the care 
and conservation of motor cars. More than 4,000,000 copies have been 
distributed upon request. 
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I N D U S T R I A L  R E L A T I O N S  

T h e  war program created many special problems for tlie employe 
and for the Couporatioil as an employer. These were a part of the larger 
problems involved in making adjustments in our national economy to 
meet the new conditions imposed by the war. At the beginning of the 
ymr ,942, there was the prospect of rcduccd crnploy~nent in  Gr~ieral 
Motors plants as a result of the cessation of production of cars and 
trucks and other civilian products, and the rapid conversion of auto- 
mobile and otlier plants to war work. T h e  drop in tlie Corporation's 
enrployment, however, proved to be moderate both in number and in 
duration. By the elid of the third quarter of the year, the nuinbcr of 
employes on (lie payvoils had reached the higllebt figure in the Corpora- 
tion's hiatory a ~ ~ d  further increases occurred in the final quarter of 1942. 



Distribution of Employment Opportunities 

I n  its approach to the problem of the transition from the production 
of peacetime goods to materials needed for the war effort, the Corpo- 
ration has tried not only t6 make the greatest possible contribution to 
that effort but also to accomplish this with the least possible amount of 
dislocation and adjustment for its employes and their families and for 
the communities in which it operates. In many of these communities 
General Motors is by far the largest employer. Initial plans called for 
providing a volume of war production for each operating unit at least 
comparable in importance to that of its normal peacetime operation. 
In each production area employment would thereby remain as stabilized 
as possible and the effcct of the transition on the communities would 
be minimized. Any other approach might have resulted in the accentua- 
tion of migration of employes from one plant city to another. This 
would have been highly undesirable, both socially and economically, 
in its effect on the war effort itself as well as on the individuals and 
their families and on the communities involved. The important big 
expansions, especially where they involved new plants, were located 
near large cities where workers would be available-for example, 
Chicago, Indianapolis and the Buffalo area-in order to avoid as far as 
possible over-expansion in the Corporation's automotive plant cities. 

As an important result of these policies, General Motors has not so far 
experienced any general manpower problem of major importance. In- 
creased working time per employe has helped to keep the supply of 
manpower in balance with the need. Extensive subcontracting has les- 
sened General Motors own manpower problem, while at the same time 
it has helped to distribute the employment load better. Training pro- 
grams, upgrading practices in the plants, and other measures have also 
been constructive factors in this connection. It is recognized, however, 
that as the national war effort mounts, bringing added demands on man- 
power, and as additional men are inducted into the armed services, the 
manpower problem as well as the corollary problems of housing and 
transportation will continue to be an important problem for the nation. 

Employment of Women 

There has been a considerable increase in the number of women 
employed in the plants. Twice as many women wage earners were on the 
payrolls at the end of 1942 as at the end of the previous year. Women 



have been employed in large numbers in certain aircraft operations 
and in some of the parts divisions where lighter type of work especially 
suitable for women is being done. 

The  Corporation's further expanded war production program for 
1943 will call for additional use of women workers and for ingenuity 
in many directions in planning plant programs to avoid so far as pos- 
sible the development of any critical situation relating to manpower 
needs. 

Personnel Placement 
In order LO aid its employes and to protect as fully as possible the 

experience and eeffectiveness of the organization it had developed, the 
Corporation early in 1942 inaugurated a program to facilitate the trans- 
fer of employes made necessary by the changeover to war produc~ion. 
Facilities were set up, especially in cities where more than one General 
Motors plant is located, to help in the transfer of hourly-rate workers to 
plants where the conversion to war work was more advanced. However, 
the problem of temporary displacement of employes was by no means 
confined to plant workers. I t  concerned many who were formerly 
engaged in sales and other activities curtailed as a result of the war. 
The  Corporation therefore operated fifty-two clearing points in key 
cities where it assisted both men and women employes in finding work 
within the Corporation or, when such work was not available, in getting 
jobs elsewhere. Many were placed in war jobs or with Government 
agencies where their experience could bcst be utilizcd in furthering the 
war effort. 

CONSERVING VITAL T O O L  STEEL 
Important savings in vital tool steel are being 
made throughout General Motors by methods sim- 
ilar to the following at Delco Products Division: 
One tool formerly made from a solid block of 
high vanadium high-speed steel is now pro+ced 
by welding a thin strip of tool steel to a block of 
low-grade steel. 

Saving, e3% of rod Steel Originally Repvhed 



These activities proved of particular value during the changeover 
period in the early part of 1942 before the country began to experience 
an acute need for all types of experienced persons. During tlic year, 
more than 15,000 employes were placed through these clearing points. 
The transfer of engineers and certain other skilled workers within the 
Corporation was parlicularly beneficial to the divisions in helping to 
develop production of unfamiliar and intricate war products. 

Salaried Employes 
At the end of 1942, General Motors had about 75,000 salaried em- 

ployes. Too little mention has been made of the contribution of what 
has been termed "white collar" workers to the war effort and of the 
important place of foremerl and supervisors in the industrial scheme. 

Vital to the operation of the production process are the skill, the first- 
hand knowledge, the judgment, the initiative and the planning expe- 
rience of the plant foremen and supervisors. Particularly has this been 
true during the past year in face of the extraordinarily difficult prob- 
lems of conversion, coupled with the need for introducing old employes 
and thousands of new ones to unfamiliar jobs and shop routines. It is 
upon this factory supervision that dependence must be placed to see 
that schedules are met and that the Corporation's vast war production 
program is carried out in the plants and on the assembly lines. In like 
manner, the organization's efforts depend importantly upon the un- 
spectacular but devoted work of the clerical and other office workers 
and their supervisors whose activities and acceptance of responsibility 

SUBSTITUTION SAVES MATERIALS 
Previously drawn from brass and then nickel and 
silver plated at Guide Lamp Division, headlamp 

.. reflectors are now drawn from less critical steel, 
enameled and coated with vaporized aluminum. 
Metal used per ~oo,ooo military vehicles: 

OLD TYPE NEW TYPE 
65,000 LBS. COPPER 7l3.000 LBS. STEEL 
g2,OOO LBS. ZINC 5 LBS. ALUMINUM 

275 LBS. NICKEL 
160 LBS. SILVER 



contribute so much toward carrying out the Corporation's broad pro- 
gram. Few people realize the importance of system and clerical work in 
modern industry. No material moves from one location to another, or 
is processed through a plant, without clerical work to guide the activity. 

Employe Suggestion Plan 
Early in 1942, it was determined to make Cull use of an employe 

suggestion plan as a means of helping to further the war effort. 
For many years it has been the policy of General Motors to encourage 

suggestions from any employe for improving working conditions and 
increasing production. As a means of focusing the interest of plant 
workers on improving war production, the Corporation inaugurated an 
employe suggestion plan based upon the Corporation's past experience. 
Awards are made up to a maximum of $800, payable in war savings 
bonds and stamps, for ideas on increasing production, improving qual- 
ity, saving material, reducing wastc, or improving working conditiora. 
In most cases the amount of the award is based on the actual saving 
involved over a definite period. 

During the first nine months the plan was in operation, a total of 
57,469 suggestions was submitted. Acceptances amounted to 8,431. for 
which 7,468 awards totaling $259,331 were made to employes. Thirty 
maximum awards have been made wherein each employe received a war 
savings bond with a face value of $1,000. Not only has the number of 
suggestions submitted each month gradually increased but the quality 
of the suggestions has definitely improved, as indicated by a rise both 
in the percentage of acceptances and in the average value of awards. 

War Labor Board Orders 
Beginning in March and continuing through October, the Corpora- 

tion was engaged in collective bargaining with CIO unions and in 
negotiations before the National War Labor Board relative to the terms 
of a new contract. A brief summary of the more pertinent facts and 
results of these bargaining negotiations follows: 

On April 28, 1942, collective bargaining contracts between General 
Motors and the United Automobile, Aircraft and Agricultural Imple- 
ment Workers of America (CIO) and the United Electrical, Radio and 
Machine Workers of America (CIO) expired. The unions had filed 
with the Corporation a series of demands for provisions to be 



incorporated in new contracts, and the Corporation also proposed a 
number of changes. Prolonged negotiations between the parries were 
unsuccessful and the cases were certified to the National War Labor 
B o a d  Following hearings and arguments the Board finally issued 
orders in each case on September 26th. Two of the more significant 
provisions in the Board's orders deserve mention. 

The  Corporation was directed to include a so-called "maintenance 
of membership" clause in its union contracts. This provision speci- 
fied that employes who, fifteen days aCier the order was issued, were 
members of the union in good standing, and those employes who 
thereafter became members must, as a condition of employment, main- 
tain their union membership throughou~ the life of the contract. 

While constrained to comply with the Board's order on maintenance 
of union membership, the management is convinced that this order 
was unreasonable and infringed upon the rights of both the employes 
and the Corporation. 

The  second important change was an adjustment, retroactive to April 
28, 1942, in the straight time wage rates of hourly employes equivalent 
to a flat increase of four cents per hour. Employes with five years' or 
more seniority were also to receive an increased vacation allowance, 
equivalent to an extra week's pay, in addition to the week's allowance 
all eligible employes receive. Other payroll adjustments were ordered. 
Supplementary orders in October effected total wage-rate increases ol 
ten to twenty cents an hour for certain skilled groups. These were also 
made retroactive to April 28th. These increases importantly added to 
the cost to the Government of war material in 1942. 

The  Board dismmssed a Corporation proposal for incentive pay to 
employes and othcr proposals designed to increase the efficiency of its 
war efforts, reduce priccs to the Government, and at the same time 
afford higher pay to the more efficient employes. They also ignored the 
fact in considering rates that the working hours had been substan- 
tially increased above forty hours per week increasmng the weekly wage 
so that the cost of living formula was not a sound basis for hourly wage 
increases. 

Provisions in conformity with the Board's orders were incorporated 
in contracts concluded with the automobile workers' union on October 
19th and with the electrical workers' union on November end. 



Employment and Payrolls 

During 1942, the total e~nployment and payroll, of the Corporation 
at home and abroad reached an all-time high. T h e  following summary 
preienb the facts for lgqn and 1941: 

1942 1941 - - 
Average number of salaried and hourly-rate employes on 

the Corporation'r payroll.. .......................... 314,144 303,827 
Total payrolls of the Carporotion ........................ $859,314,062 6669,744,870 

There was an increaae in  the number of salaried employes necessi- 
tated by tlic diverbity and co~nplexity of war producw, the preparation 
of facilily and tooling programs, and the increased paper work required 
to o1mat.e under wartime restrictions, which more than ntiset the nnni- 
her of salaried employes no longer required in sales a ~ ~ d  commercial 
activities. 

T h e  following shows the average nrnnber ol liourly-rate worker:, e n -  
ployed by the Corporation in the United States and wage paymenls to 
those employes: 

1942 1941 - - 
Average number of hourly-rote employer in t h e  United Stater 

only ............................................. 221,401 221.709 

Wages paid to hourly-rots employer in me United States only. $632.1 96,403 $500,422.1 65 

These payrolls were equivalent 1.0 92.855 per hourly-rate employe, 
hased on the average monthly employment in 1942, as compared to 
92.257 per employe in 1941, an increase of 26%. 



The  average employment and total payroll figures for hourly-rate 
employes in the United States in 1942 were affected adversely by the 
changeover to war production. While the duration and volume of the 
layoff were far less than anticipated, it manifestly reduced a\erages and 
totals for the year as a whole. 

During the la$t half of the year, the number oi hourly-rate employes 
in the United States increaxd iapidly, and in the month of December 
averaged 287 824 compared with a peacetime peak of 240,046. The wage, 
paid to these hourly-rate employes in December were at an annual rate 
of approximately $8oo,ooo,ooo. 

Working Hours and Earnings per Week 

During 1942, the average number of hours worked per week by the 
hourly-rate employes in ihe Corporation's plants in the United States 
was 45.5 compared with 40.7 in 1941, an increase of 12%. Weekly 
earnings of hourly-paid workers in the Corporation's plants in the 
United States averaged $54.91 during 1942. This compares with an aver- 
age of $43.41 during 1941 and represents an increase of 26%. 

Wage Level 
For the year 1942, the average hourly-earned rate of the Corporation's 

employes in the United States was about 38% higher than that prevail- 
ing in  all manuiacturing plants and approximately 27% higher than the 
rate in 25 major manufacturing industries. 

Education and Training 

I n  the year under I-eview the conversion of the Corporation's peace- 
time facilities to war production,was paralleled by an outstanding record 
of training new workers, adapting to new jobs the skills of thousands of 
old workers and enlarging technical and supervisory staffs. This record, 
which comprehended what has been probably the largest and most all- 
inclusive industrial training project ever undertaken, was made possible 
only because the Corporation was able to bring to bear on the problems 
involved nq years of specilic educational and training experience stem- 
ming from the General Motors Institute. 

The  Institute constituted the focal point of the Corporation's war 
training program, serving both as a training center and source of 



extension courses and as a research agency equipped to analyze training 
needs oE the divisions and develop specific training programs to mcct 
those needs. Enrollment in the Cooperative Engineering Prog~am, 
source of much of the Corporation's supervisory and technical talent, 
was increased to 1,200 students during the year. More than 8,000 super- 
visors and potential supervisors attended special courses given largely 
by Institute field men. Other courses were provided to teach effective 
methods of training to instructors of new workers. I n  addition, largc 
numbers of key men were trained in special operations or processes and 
in technical subjects essential to the war program. All told, the Institute 
provided more than 26,000 men and women with z,q8o,ooo employe 
hours of training during 1942. 

This was largely in addition to the training of hourly-rate workers, 
a job carried forward by the individual divisions, each in relation to its 
own need. During the year, more than igo,ooo hourly-rate and salaried 
workers who had never been with the Corporation before rcccivcd 
specialized training. New employes included an increasing number of 
women as the year progressed. By greatly expanding their own train- 
ing programs and by availing themselves of the wholehearted coopera- 
tion of public educational authorities, the divisions were able to keep 
abreast of the demands of the production lines. 

As mentioned in another section of this report, General Motors is 
also cooperating with the Army and Navy in the training of instructors 
and technicians for the maintenance of the Corporation's war products 
in use by the armed forces. Schools are operated by the Institutc as wcll 
as by many of the divisions. Assistance has also been given in the 
preparation of manuals and in the broader field of developing training 
concepts and procedures. 

IMPROVED METHODS RELEASE MACHINES 
Cadillac has devised war production methods 
which reduce the number of machines required to 
make Allison crankshafts, camshafts and balancer 
weights. An example: One operator on one ma- 
chine now does work formerly requiring six 
operators on six machines-and with less physical 
effort. 



Safely and Health Protection 
In carrying forward the Corporation's safety and health program 

many new problems were encountered during the year. New machines 
and materials required study from the viewpoint of the physician and 
the safety inspector. New workers had to be taught the fundamentals of 
accident prevention and health maintenance. Despite these problems, 
the accident frequency record for 1942 compared favorably with Cor- 
poration averages over the past decade. The severity record, or number 
of days lost through accidents in relation to hours worked, was the low- 
est in the Corporation's history. This record constitutes an important 
contribution to the vital needs of war production. The Corporation 
received an award from the National Safety Council for its outstanding 
safety record in 1942. 

Expenditurr~ for safety and health protection during the year totaled 
more than $6,5oo,ooo. 



EMPLOYE PLANS 

General Motors, through its Employe Plans, has had two primary 
objectives: one, to develop programs which would promote the security 
and stability of the organization, and two, to provide an opportunity 
for its executive and supervisory groups to participate in the success of 
the business for which they are directly responsible, in proportion to 
each individual's contribution to that success. 

Sound incentives and a confidence in the policies and purposes of 
the enterprise as a whole stimulate the initiative and resourcefulness 
of any organization and enhance its ability to accomplish assigned tasks. 
There is thus promoted an esprit de corps, a morale indispensable to 
aggressivc accomplishment. The Corporation's policy has been to pro- 
mote such morale and teamwork as are needed today to assure successful 
accomplisl~ment of the organization's great war production responsi- 
bilities. 

The Corporation has submitted to the stockholders from time to time 
various proposals in connection with the above objectives. The results 
of the various plans have been duly reported in detail in each annual 
report. At times, altered circomstances have made it desirable to effect 
changes in the plans. 

General Motors Employe Plans now consist of the following: 

Group Insurance Plan 
The Corporation's Group Insurance Plan offers three types of pro- 

tection at very low rates to eligible employes who have completed three 
months' service. The insurance coverage placed with the Metropolitan 
Life Insurance Company includes life insurance which is available to 
all eligible employes In addition, employes receiving less than $4,200 a 
year may participate in sickness and accident insurance and, under 
certain conditions and at the employe's option, in hospitalization and 
surgical operation insurance. 



The plan is cooperative. 'The Corporation assumes the administrative 
expense of the plan and a part of the cost. At December 31, 1942. about 
97% of the eligible employes were participating in one or more features 
of the plan. 

During 1942, there were paid through the Corporation's Group In- 
surance Plan benefits totaling $7,296,859. This amount included pay- 
ments to beneficiaries of 1,192 of the Corporation's employes who died 
during the year. Temporary disability benefits resulting from sickness 
or non-industrial accidents were paid to 27,377 employes, and benefits 
were paid to 19,039 employes under the surgical benefits and hospitali- 
zation insurance features of the plan. Since the inception of the Cor- 
poration's Group Insurance Plan in December 1926, claims totaling 
$61,192,123 have been paid. 

The Corporation continued to make available to its employes and 
their eligible dependents, in localities where concentration of employ. 
ment existed, the local hospital service plans approved by the American 
Hospital Association. The Corporation has no financial responsibility 
or other interest in the organizations fostering these local plans, but it 
has offered its assistance in collecting and transmitting the service 
charges in order to make the plans readily available to such of its 
employes as desire them. 

Employes Contributory Retirement Plan 
On April 30, 1940, the stockholders approvcd the adoption by the 

Corporation of the Employes Contributory Retirement Plan, applicable 
to employes in the United States, which became effective July 1, 1940. 
At the annual meeting held on April 28, 1942. the stockholders approved 
an amendment providing that employes who are citizens or rcsidents of 
the United States, hired in the United States and sent out of the United 
States to work in foreign operations and whose services would be 

i 
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discontinued by recalling them to the United States and dismissing them 
in the United States, shall be eligible for participation in the retirement 
plan, with the right, up to December 31, 1942, to make their participa- 
tion effective as of July 1, 1940, upon payment of back contributions 
and compliance with all other requisite conditions of eligibility for 
participation on July I, 1940, other than place of work. The cost of the 
plan to the Corporation for the year ending June 30, 1942, the second 
full year of operation, was $927,681 

As of December 31, 1942, over 88% of the total eligible employes 
were participating in the plan. 

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

ration Allowance Plan applicablc to all salaried employes of the Cor- 
poration and its wholly owned subsidiaries in the United States. This 
plan serves as an immediate financial protection to the employe who 
loses his position through no fault of his own, by providing an allowance 
equal to 25% of average monthly salary for each ycar of service up to 
ten years. For each year of service beyond ten years, the allowance is 
35% of average monthly salary. The maximum payment under the plan 
is equal to six months' average salary. During 1942, eligible employes 
received separation allowances which amounted to $795,433. 

Bonus Plan 
The General Motors Bonus Plan has been in operation for twenty- 

five years. It now provides that there may be set aside as a bonus fund up 
to 10% of the net earnings available before provision for bonus aIter 
deducting 7y0 on the net capital employed. This means that, of the 
net earnings subject to bonus, after deducting the capital exemption, 
not less than 90% would go to the stockholders and an amount not in 
excess of 10% to the bonus fund. In 1942, $85,orjg,ooo, equivalent to 
$1.74 per share on the common stock outstanding, was earned for the 
stockholders before any bonus fund was earned. 

Bonus awards are bascd upon recommendations made by the Chair- 
man of the Board of Directors and are made on the authority of the 
Bonus and Salary Committee, composed of five Directors who are not 
eligible for bonus and are not ac~ively engaged in the management 



of the Corporation. The action of the Bonus and Salary Committee is 
reported to the Board of Directors of General Motors Corporation. 
The distribution of the bonus is made in the form of common stock 
of the Corporation, except in the case of certain foreign subsidiaries 
which distribute their bonuses in local currency. The 1942 bonus bene- 
ficiaries will receive one fourth of the award shortly after notification 
and the balance in three equal annual instalments. 

As a result of 1942 operations, $5,273,650 was credited to the bonus 
fund. In accordance with action taken by the Bonus and Salary Com- 
mittee, the 1gq2 bonus fund was not increased as a result of the includon 
in income of items of a special nature which are described on page 70. 
A sum of $2,477,296 had been set aside out of the 1941 bonus fund by 
direction of the Ronus and Salary Committee and carried forward for 
Luture d~stribution. T h ~ s  latter amount, together with the total fund 
available out of lgqr earnings, totals $7,7rjo,g46 and is available for 
bonus distribution in respect of 1942. After allowing for $268,000 to be 
charged to the fund on account of bonus awards in cash, this distribu- 
tion will require 161,600 shares of common stock at $46.30 per share, 
this being based upon thc net C U ~ L  of the General Motors common stock 
acquired for this purpose. The stock for bonus awards will consist of 
shares taken from the Corporation's treasury, including shares pur- 
chased during 1942 and 1943. Attention is called to the fact that stock 
distributed as bonus does not consist of newly issued shares but rather 
stock that has been purchased by the Corporation for cash. In other 
words, the total number of shares issued is not affected. The amount of 
$268,000 which will be deducted from the fund of 567,750,946 on account 
of bonus awards in cash to employes of foreign subsidiaries includes 
$93,652, representing a charge against the 1942 bonus fund on account 

SPECIAL EQUIPMENT SPEEDS PRODUCTION 

Chevrolet developed a special dual grinding wheel 
mount and 5pecial grinding wheels to rough grind 
and finish grind aviation engine parts on one 
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of the balance of 1940 and 1941 bonus awards payable in foreign cur- 
rencies, applicable to net income of foreign subsidiaries in those years 
which had not been remitted at December 31, 1941. All foreign honus 
awards for the year 1942 are being charged against the 1942 honus fund. 

The individual honus awards have not been finally determined for 
1942. It is estimated that more than 4,000 employes of the Corporation 
will participate in the distribution of the 1942 fund. The maximum 
honus award, however, to any one individual will be less than a zG% 
participation in the honus distributed currently. The Bonus and Salary 
Committee has determined that lor the year 1942 participation in the 
bonus fund he confined, generally, to employes receiving a salary of 
$4.200 or more a year. The Chairman of the Board, at his own request, 
has not participated in the bonus fund distribution since December 

31, 1936. 
In April 1942, the Board of Directors adopted an amendment to the 

Bonus Plan providing that employes of General Motors Corporation, 
who, after January I, 1941, with the consent of General Motors Corpo- 
ration, leave its employ to accept employment with a corporation in 
which General Motors Corporation is a stockholcler, shall he eligible for 
honus consideration with respect to services rendered after January 
I, 1941, and up to the time of leaving the Corporation's employ. At the 
same time, the Plan was amended by the Board of Directors to provide 
that no such employe should forfeit previous bonus awards by reason 
of withdrawal from the employment of the Corporation under such 
circumstances, and that General Motors Corporation, after such em- 
ploye had withdrawn from its employment, would have no right there- 
after to forfeit or cause to be forfeited the previous bonus awards for 
any reason whatsoever. 

The record of bonus awards in stock from the inception of the plan 
through the year 1942 is displayed on page 97 of this report. 



ADMINISTRATION OF THE BONUS PLAN 

This section of the annual report refers to the administration of the 
bonus plan with particular reference to an unusual set of circumstances 
that developed during the year. 

In 1936, a stockholder's derivative suit was brought against certain 
of the officers and directors of the Corporation. Other similar suits fol- 
lowed. This type of suit is brought at times against corporate manage- 
ment. It does not necessarily reflect any general dissatisfaction with the 
management, but constitutes an attack on the part of one or more 
stockholders usually having a very small interest-in the original case 
240 shares out of a total of 4g,5oo,ooo shares-one objective being to 
collect counsel fees on such recovery as may be obtained. In justice to the 
officers and directors, it is clear that there should be recorded, as a part 
of the events of the year, the essential facts and circumstances. 

Stockholders will recall having received in September 1942 a notice 
entitled-"Notice of Hearing on Proposed Settlement." In this notice 
there were set forth all the issues, the decision of the Court and the posi- 
tion of the defendants with respect to each question. Unfortunately, the 
facts are complicated and in some cases involve highly technical ques- 
tions of accounting. But notwithatanding this, it is believed that a short 
summary of the points involved should be presented as a part of this 
report. 

The theory of the complaint against the directors was as follows: 

First: The bonus plan inaugurated in 1918 and modified from 
time to time way not in the interest of the stockholders and had not 
been properly approved by them. 

Second: Bonuses paid to executives were excessive. 

Third: Certain decisions of the Corporation's Finance Com- 
mittee as well as of its Bonus and Salary Committee, affecting the 
amount of the bonus, constituted a waste of corporate funds. 

The Court held that as to the first and second charges there was no 
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justifiable complaint. In  other words, the bonus plan was in the interest 
of the stockholders. It had been properly approved by them. Further, 
bonuses paid under the plan with respect to the period under examina- 
tion, i.e., 1930 through 1940, were not excessive. They were held to be 
justifiable in  view of the magnitude of the operations and the outstand- 
ing results obtained by the management for the stockholders. 

Nevertheless, the Court held certain directors and officers responsible 
for certain transactions involving issues of technical accounting and 
business policy based on decisions by Committees of the Roard of Direc- 
tors specifically charged with this responsibility, thc Finance Committee 
through the early part of the period and, subsequent to 1936, the 
Bonus and Salary Committee. Some of the members of the Finance 
Committee were beneficiaries, but the large majority were not. No 
member of the Bonus and Salary Committee was a beneficiary under the 
plan. As a result of the Court's decision, certain of the directors who 
happened to be served in the case, but only a small minority of thosc 
participating in the decisions, wereordered to pay to the Corporation the 
amounts involved in these transactions. I t  is important for the stock- 
l~olders to understand that many of the directors involved in the lawsuit 
were not beneficiaries under the bonus plan and never had been. During 
the eleven-year period, in ten of which bonus awards were made, the 
total number of beneficiaries averaged over 5,000 a year. Manifestly i~ 
was not feasible to seek restitution of over-payments from all the bene- 
fic~aries even if desirable. 

The  transactions embraced in the third category referred to above 
concerned questions of accounting practice and business policy. Those 
involving the greatest aggregate amounts were approved by the Court as 
having been based upon sound business judgment. These need not be 
dealt with further. The remaining questions will be summarized briefly. 

SPEEDING ENGINE PRODUCTION 
At Allison Division, new multiple spindle drills 
perform 14 lapping operations simultaneously, 
superseding single radial drill operation in these 
aircraft engines. For this operation: 

Tlme Reduced-80% Production Up-413g 
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First, there was involved the question as to whether or not the profit 
resulting from the use of treasury stock for bonus awards, as measured 
by the difference between cost and award value, constituted a profit and 
hence a proper component of the earnings subject to bonus; or should 
have been credited dlrectly to capital surplus, in which event it would 
not have been included in the bonus calculation. The Corporation's 
policy had been to consider net income from such a transaction as a 
profit in the year realized and hence a part of the bonus calculation. The 
proper technical treatment of such matters had for years been debated in 
accounting circles. The Court held that the capital surplus treatment 
for such transactions should have been followed and that the amounts 
involved were therefore not proper earnings for bonus purposes. 

Second, it had been the practice of the Corporation to reaward stock 
forfeited by employes who had left its service, instead of having the 
stock revert to the Corporation. The authority for this was an amend- 
ment to the B p u s  Plan by the Board of Directors in the year 1920 
based upon previous action by the stockholders, which authorized the 
Board of Directors to amend the bonus plan in their discretion. The 
Court held that this particular change was beyond the legal power of the 
directors and the directors voting therefor in 1920 were held account- 
able. 

Third, a transaction concerned the action of the Corporation's 
Finance Committee in iggo in making an adjustment with a group of 
executives of the Corporation who had received their bonus through 
the Managers Securities Company, which under a contract was entitled 
to receive one half of the bonus fund for the period of eight years, 1~~23-  
I 930 inclusive. It was found by the Corporation desirable in its interest 
to shorten by one year the contract period for the purpose of more 
promptly establishing a second plan for a further period of seven years. 
The reason was that the Corporation's business, and hence its organi- 
zation, had expanded greatly and it was important that more executives 
should be included in the scope of such a plan than was possible under 
the limitations of the Managers Securities plan. It seemed only equi- 
table, therefore, to place the participants involved in the same position, 
as to bonus benefits for the year 1930, as they would have been in had 
the plan continued for the full term. It was simply a matter of good 
faith. They had purchased stock in the Managers Securities Company 
and participated in the plan on the assurance of the eight-year contract. 
Accordingly, a payment was made to them in shares of General Motors 
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common stock available out of the 1930 bonus fund to equalize any 
difference in cases where differences existed. There was involved no 
added cost whatsoever to the stockholders. It was a part of the bonus 
fund of 10% of net earnings after deducting 7% on the net employed 
capital, which would have been distributed to employes in any event. 
The Court took the view that the transaction was an improper disposi- 
tion of corporate assets and held liable the directors voting therefor. 

Fourth, there was quentioned a transaction between the Corporation 
and a former executive who had participated in the bonus fund through 
Managers Securities Company but who had retired from active service 
in 1928. It had been the practice of the Corporation for years, in cases 
of executives retiring from its service, to purchase their interest in 
Managers Securities Company according to a formula which had been 
approved by the stockholders. The settlement with this particular execu- 
tive was made on the same basis as had been made with numerous other 
employes. The Court criticized the transaction for the reason that it had 
not been specifically reported to the Corporation's Finance Committee, 
which had originally declined to make the exchange solely on the 
ground that the Corporation did not have in its treasury sufficient 
shares to make the exchange on the same basis with all others similarly 
situated, though no other such executive had requested it. 

The fifth and remaining question involved a non-recurring profit 
resulting from the sale of treasury stock to the General Motors Man- 
agement Corporation in the year 1930. This profit amounted to 
$10,057,559 and therefore resulted in an increment to the bonus fund of 
lo%, or $1,005,7yj. The Court, in examining the financial records upon 
which the profit was calculated, concluded that the profit was not cor- 
rect, and held that those officers the Court thought had most to do with 
the handling of the transaction should reimburse the Corporation for 
the $1,005,755 excess credit to the bonus fund. This position was taken 
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by the Court notwithstanding that the profit was determined in due 
course by the financial staff of the Corporation and certified as correct 
by Haskins & Sells, independent public accountants. 

In this transaction, as well as in all other transactions involving 
accounti~lg practices and auditing, the directors felt that they had a 
right to rely upon the financial statements as verified by the independ- 
ent, certified public accountants. The directors should not be expected 
personally to audit the records. 

Such, in general terms, were the transactions that caused the Court 
to hold eight directors who had bccn served with process, for various 
amounts aggregating $4,348,044, plus interest. 

During the period under examination; i.e., the eleven years 1g30-1g40, 
the management earned for the stockholders net income of an aggre- 
gate amount of $1,509,371,368 and paid dividends in the aggregate 
amount of $1,361,311,444. The Corporation's net sales amounted to 
$1z,og6,670,211. All this was accomplished notwithstanding a part of 
the period was one of severe economic depression. The amount for 
which the directors were held liable on account of the transactions dis- 
cussed above was about of 1% ot the total profits of the period. 
As measured in terms of common stock, it was equivalent to an average 
of less than one cent per share per year as compared with average divi- 
dends paid to the stockholders of562.66 per share per year for the period. 

In another section of this report under the subject "A Reserve Policy" 
is discussed the position of the management with respect to reservcs. 
'I'he management has always been most careful to set up adequate 
rescrves against any contingencies that could be foreseen. During the 
years 1930-1940, the management reduced earnings by charges aggregal- 
ing $164,000,000 which a less conservative management might not have 
made. Reserves, for instance, for depreciation and obsolescence of 
property were set up equivalent to $8.z,ouu,ooo in excess of what the 
Bureau oE Internal Revenue allowed as deductions for tax purposes. 
The effect of these special reserves set up for various purposes was to 
reduce the profit for the period by a corresponding amount and hence 
to reduce the bonus fund by some $iq,ooo,ooo. It would appear to be 
only equitable when highly involved controversial questions of account- 
ing policy arise, that if the directors are to be held personally responsible, 
especially on questions the merits of which are debatable, they should 
at least be entitled to consideration for such deductions as they have 
set up against earnings solely in the interest of protecting the business 



with the consequent adverse effect on bonus. On one band, the directors 
were charged with $4,348,044 plus interest, but on the other hand, no 
credit was given to the reduction of the bonus funds by some $14,ooo,ooo. 

The  question may arise in the minds of the stockholders why, under 
the circumstances recited, an appeal was not taken by the directors from 
the decision of the Court. This was considered. From the standpoint of 
the record and as a precedent, it  was desirable to appeal. On  the other 
hand, there were many other interests involved. As already stated, only 
a limited number of the directors had been served with process, notwith- 
standing that a much greater number shared equally in the responsi- 
bility. If any one of the issues involving a large amount had been decided 
against the directors by an appellate court, it might have resulted in 
bankruptcy if the financial burden had fallen on one or a limited 
number of directors who happened to be served in the suit. On the 
other hand, a settlement could be properly participated in by all the 
defendant officers and directors, whether served or not, and thus the 
burden could be more equitably distributed in reiation to the respon- 
sibility involved. But of equal importance, the transaction was one of 
great concern not only to the directors but to the organization as well. 
T o  appeal would have involved much distraction and expense. I t  would 
have been disturbing to the organization for a protracted period at a 
time when its maximum efforts were demanded to discharge the tre- 
mendous responsibilities it had assumed in the war effort. While the 
directors felt it constituted a great injustice from the standpoint of the 
equities involved, yet on balance, settlement seemed to be the expedient 
thing. Perhaps the decision to make a settlement was a prudent one- 
perhaps not. All that can be done in such circumstances is to exercise the 
best judgment possible. Hence, a settlement was finally effected resulting 
in the payment to the Corporation of the sum of $q,tjoo,ooo by 32 officers 
and directors who had been named defendants, of whom only 8, held 
liable for varying amounts, were before the Court. 

Releases somewhat more restricted than those described in the Notice 
of Hearing on Proposed Settlement were delivered to those contribuling 
to the settlement. A copy of the Court's opinion approving the settle- 
ment will be sent to any stockholder on request. 



EXECUTIVE MANAGEMENT COMPENSATION 

The success of any business depends greatly upon its management. In 
the industrial area the real difference between the performance of one 
business and another lies most importantly in the personnel that con- 
stitutes management. Manufacturing equipment is largely the same. 
All businesses operate within the confines of the same economy. T h e  
same rules and regulations to a major degree govern all so far as out- 
side influences are concerned. Management must exercise the essential 
leadership, the responsibility for which rests largely upon the principal 
executives. The leadership must have ability. It must have experience, 
imagination and courage. Both in war and in peace an all-out effort is 
demanded-in war time, essential to victory; in peace time, vital to 
progress because industry operates in an economy of competition. 

All the above is particularly true of General Motors. Because of the 
magnitude and geographical distribution of its numerous operations 
and the many and diverse phases of its activities, it is essential that great 
responsibilities be assumed and independent action encouraged. The 
management policy of the Corporation has evolved from the belief that 
the most effective results and the maximum progress and stability of 
the business are achieved by placing its executives in the same relative 
position, so far as possible, that they wonld occupy if they were con- 
ducting a business on their own account. This provides opportunity 
for accomplishment through the exercise of individual initiative, and 
opportunity for economic progress commensurate with performance. 
In that way managerial talent is attracted to and retained by the Cor- 
poration. 

It is believed that this report outlines the problems that faced the 
management of the Corporation at the beginning of the year. Likewise, 
it reflects the manner in which the management discharged its respon- 
sibility. The job accomplished would appear to demonstrate clearly 
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that the philosophy of management adopted over twenty-five years ago 
and consistently adhered to ever since was a sound concept of the 
management function. This philosophy-the philosophy of decentral- 
ized responsibility with coordinated control-has demonstrated itself 
down through the years and strikingly so in the year 1942. 

As has been stated in previous reports, compensation of the Corpor- 
ation's executives is from two sources-a salary and a bonus contingent 
upon profits. Both factors, as affecting any particular individual, vary 
with the ability of the individual and with the opportunity for accom- 
plishment. As to what is meant by "ability," there is no need of elab- 
oration. By "opportunity for accomplishment" is meant the degree of 
responsibility involved in the individual's contribution to the Corpo- 
ration's performance, affected as it must be by specific conditions from 
year to year. 

Number ol  lndividuals Receiving Salaries of $10,000 or More per Annum 

The tabulation below shows the number of executives in various 
salary groups receiving salaries at the rate of $io,ooo or more per 
annum as of December 31, 1942, whether or not included in the exccu- 
tive management group as defined in the following section: 

Number of Individuals 
Amount of Salary as of December 31, 1942 

$ l0,OOO to $ 20,000 .............. 378 
20,001 to 30.000 .............. 54 
30,001 to 50,000 .............. 16 
50,001 to 75,000 .............. 16 .............. 75,001 to 100.000 8 

.............. 100.001 to 200,000 2 - 
Told ......................... 474 - 

The foregoing amounts of salary represent the rates in effect at De- 
cember 31, 1942. Commencing October 9, 1942, all compensation paid 
by General Motors Corporation to the individuals included in the 
above groups as well as to all other employes was subject to the limita- 
tions established by the Executive Order No. 9250 of the President of 
the United States, and the regulations promulgated by the Office of 
Economic Stabilization and the Bureau of Internal Revenue. 

The number of executives in the $IO,OOO and over salary group 
is simply indicative of the magnitude, diversity and geographical dis- 
tribution of the Corporation's activities. 



Total Compensation of Executive Management Group 

It has been the practice in annual reports for some years past to report 
the cost of executive management. I t  is recognized that stockholders are 
entitled to know the COG of conducting the business from the executive 
standpoint. This raises thc question as to what constitutes management 
in a business of such magnitude, involving as it does a greatly diversified 
and highly technical line of products with operations normally con- 
ducted not only in the domestic markets but in nearly every country 
throughout the world. The group comprising executive management 
for the purpose of discharging the responsibility involved in the above 
policy is defined as follows: 

The  principal executive officers of the Corporation; the 
executive heads of its general administrative staffs includ- 
ing heads of divisional groups: the executive heads of the 
operating divisions and wholly owned subsidiaries; the 
four principal functional executives of the more im- 
portant operating units; and the executive in charge of 
each of the assembly and manufacturing plants in the 
United States located away from divisional headquarters 
and of the overseas assembly and merchandising opera- 
tions. 

For the purpose of clarification the phrase "including heads of divi- 
sional groups" this year has been specifically included in this definition 
in acco~dancc with the practice actually followed in the past. 

A total of 203 individuals was included in the above defined group 
at  December 3 I ,  194% 

In  reports of recent years the cost of executive management as above 
defined, including both salary and bonus participation, has been ex- 
pressed in terms of such yardsticks as: dollar profits, earnings per share 
of common stock, total volume of business, retail sale of products, and 
total payroll. Existing war conditions modify to some degree the com- 
parisons with previous years but they remain the best expression of the 
cost of this particular phase of the Corporation's activities. Therefore, 
as modified, they are continued as a part of this report. The  amount of 
the exccutive management group's bonus participation for the year 1942 
has not been finally detenuined. The figures used in the following corn 
parisons, therefore, are based on a preliminary estimate of the rgqz 
bonus participation ot these executives as a group. 



EXECUTNE MANAGEMENT COMPENSATION 

1942 - 1941 - 1940 - 
PER SHARE O F  C O M M O N  STOCK 

€xewt ivs  management salaries.. ................... $0.12 $0.12 $0.1 1 

Suppiementai empenro t ion  under bonus pion.. ........ 0.09 0.10 -- - 0.11 _ 
Total ......................................... $0.21 $0.22 10.22 - - 

(Earningr p n  $hare of common ~ l o c k  in 1942 were $3.55, rn 1941 $4.44 and i n  1940 $4.32) 

PER DOLLAR O F  PROFITS EARNED FOR STOCKHOLDERS 

Executive management rdor ies  ...................... $0.035 '10.02% $0.02% 

Supplemental cornpenrotion under bonus p b n  .......... 0.02% 0.02% 0.02/, -- 
Total .................................... . $0.05% $0.04% $0.04'1~ - -- - 

PER DOLLAR O F  TOTAL VOLUME O F  8USINESS 

Executivs management mlar ier.  ..................... $0.00'/6 $O.OO'/G $0.00% 

S~pplemento l  compon$ation under benus plan.. ........ O.OO1/s 0.OOzh 0.00% - -- - 
T0t.l.. ....................................... $0.OO2/, $o.oo2/, $0.OO1h 

PER DOLLAR OF TOTAL PAYROLL 

Exec"tive m.n.gement rolorier. ..................... S0.003h $0.00% $0.01 

........ Supplemental compensation under bonus plan.. O.OOYs O.OO"h 0.01 - . 

............... T0t.l .. ...................... $0.01 $o.ol~/. $0.02 - - 
NUMBER OF EXECUTIVES INCLUDED ................... 203 192 - - 

Total Compensation Position of the Three Highest Remunerated Executives 

There is shown below for the information of stockholders a table indi- 
cating the compensa~ion of the three highest remunerated executives of 
the Corporation wil.11 rcspect both to salal-y and to the bonus, which i? a 



part of compensation as already explained. T o  present a more complete 
picture these figures are shown for the years 1939, 1940 and 1941, and 
there are also indicated in each case the net amounts of the com- 
pensation after payment of personal Federal income taxes. The amount 
of bonus participation for 1942 has not been finally determined, so that 
1942 has not been included in the comparison. Net compensation for 
1942 after deducting personal Federal income taxes will of course be 
materially reduced by the substantial increases in taxes on individual 
incomes for 1942. 

HIGHEST REMUNERATED EXECUTIVE 

Salary ................................ 5149,328 

Banur awarded ......................... 178,249 

Total .................................. $327,577 

Net compensation oher deducting 
personal Federal insoms taxer.. ........ $1 12,795 

SECOND HIGHEST REMUNERATED EXECUTIVE 

Solory ................................ $100,000 
Bonus awarded ......................... 174,288 - 
Total .................................. $274,288 

Net compensation aftor deducting 
penonal Federal income taxer.. ........ $ 98,929 

THIRD HIGHEST REMUNERATED EXECUTIVE 

Solory ................................ $100,000 
Bonus awarded.. ....................... 134,677 - 
Tot01 .................................. $234,677 

Net compensation after deducting 
perronol Federal income taxer.. ........ 5 87,897 

NWE: (a) The compensation as shown is based upon the assumption that the execu- 
tive received his total compensation within the year in which it was ;warded, even 
though delivery of stock under the bonus plan is actually made in four equal instal- 
ments over a period of three years. (h) While the total tax liiibility of each individual 
is influenced by income from investments and other sou~ces, nevertheless i t  has been 
assumed that the executives in question had no income other than that derived from 
the compensation received from the Corporation. (c) No deductions have been made 
for State income taxes. (d) Income taxes for each year are computed a n  a basis of the 
rates effective for that year. 



PUBLIC RELATIONS 

The impact of war superimposed on the rapid social and economic 
changes in process in recent years has influenced profoundly the public 
position of corporations like General Motors. More than ever the public 
now is interesting itself in the performanre of industry. Misapprehen- 
sions concerning the ability of the automobile industry to do the needed 
job were widely current at the time of Pearl Harbor. Nor was the posi- 
tion of the Corporation in the war production effort then publicly un- 
derstood. There was presented new and striking evidence of the respon- 
sibility companies in the public eye must assume to see that their policies 
and performances are not only clearly outlined for the benefit of those 
most directly concerned but are broadly understood by the public at 
large. 

Modern war requires a full utilization and coordination of all re- 
sources, experience and skills directed to a single purpose. The General 
Motors organization has sought to make its own contribution to that 
purpose through the conversion of its physical facilities to war work 
and through such interpretation of the production job as seemed needed 
to inspire greater efforts toward the common objective on the part of 
all concerned with the enterprisc. 

FASTER PRODUCTION-LESS MATERIAL 
At Buick a reduction fixed gear for an aircraft 
cnginr, previously made in a steam forging ham- 
mer, bas been redesigned to be produced on a 
forging press. Saves 7 lbs. of steel per shaft. 
Machine tool load reduced. Production increased 

300%. 



The outlines of an all-out war are steadily becoming clearer, and there 
is a developing understanding of the principles under which industry 
operates to make possible the production of war materials needed to 
hark up the men at the battle fronts. The public is enhled to know 
how each of the various groups participating in the war effort is discharg- 
ing its responsibilities. Failure on the part of any group to keep the 
public informed is likely to result in misconceptions with regard to the 
nature of the contribution and lead to a loss in public confidence. 

The technological competence of General Motors, its ability in engi- 
neering and scientific research and its production know-how are the 
basic elements of its performance. In peace and in war it seeks to make 
these attributes an underlying and permanent asset of the community 
and the nation. I t  is a part of the organization's operating philosul~hy 
that what is good for the country is good for General Motors and what is 
not good for the country is not good for General Motors. 

General Motors regards it as part of its obligation to its stockholders, 
to its own organization and to the public not only to record the story 
of the diversified job i t  is doing and to explain the problems involved 
but to demonstrate the means by which implements of war are being 
poduced in the quality and quantity required. Continued interpreta- 
tion by industry of its obligations and how they are being met provides 
the best answer to those who seek information on the efficiency and 
effectiveness of the system under which American enterprise operates. 

If the public relations function of American industry can help to 
bring about this broad understanding, it will have greatly expanded 
industry's wartime usefulness. In addition, it will have laid a founda- 
tion for the constructive contribution that industry can make toward 
the building of a virile economy in the reconstruction period following 
victory at the battle fronts. 



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

1'1ie ownership of General Motors Corporation is widely distributed 
geographically and among a large number of individuals. O n  the last 
record dates in 1942, there was a total of 413,349 stockholders, of whom 
50% were women. It  is particularly interesting to note that, of this 
large number of stockholders, approximately 156,ooo individuals have 
holdings of ten shares or less. It  is to the interest not only of the Corpo- 
ration but of the counwy as well that ilnierican business should be 
owned in  the broadest possihlc way by the American pnblic. Its becurit) 
and the opportunities for  accomplishment are thereby enhanced. 

The  total nuinber of prelerred and colninon stockl~olders at the end 
of each year since 1917 is shown graphically below. 

ENERAL MOTORS STOCKHOLDERS 



P O S T - W A R  A D J U S T M E N T S  

It might perhaps be said that the subject of post-war adjustments 
has no logical part in the record of the year ~ g . p .  On the other hand, 
since the Corporation is operating as a part of the war economy and will 
continue to do so in intensive form for the duration, certain questions 
might well arise as to the effect the resumption of peacetime production 
will have on its operating position and financial structure. T o  deal with 
certain of these questions is the purpose of this discussion. It is not 
intended to raise the problem of post-war planning--an entirely different 
though most important subject. 

Plant and Equipment 
As discussed in detail in the section entitled "A Financial Review," 

during the year 1942-and this likewise may apply to the year 1943- 
there was an expansion of the Corporation's war production facilities 
involving a large aggregate expenditure of capital. What will happen to 
these facilities when the demands for war production cease? Will losses 
result? What are the facts involved? 

Investments in additional production facilities for war purposes arc 
divided into two categories: (a) expansion of plant, the cost of which 
is financed by others-largely the United States Government; and (b) 
expansion of plant at the stockholders' risk by the use of the Corpora- 

/2 NEW PROCESSING SPEEDS GUN PRODUCTION 
Flame cutting replaces machining on breech hous- 
ing of naval anti-aircraft guns at Fisher Body Divi- 
sion, reducing production time on one operation 
from 4% hours to 24 minutes. 



tioo's capital. As to (a), manifestly there can be no liability other than 
that of a custodian. As to (b), capital invested in plant facilities for war 
production by the Corporation on its own account from the inaugura- 
tion of the defense program to the end of the year 1942 was $81,897,559. 
These facilities are required for the purpose of war production, but at 
the same time are investm'ents considered usable from the standpoint of 
the Corporation's peacetime needs. To  a major degree these expendi- 
tures involved additions to existing plant facilities, particularly in those 
cases wherc the post-war physical segregation of assets would be difficult 
or impractical. In only two instances were there involved completely 
new manufacturing units. Such new facilities, under wartime operating 
conditions, are entitled to accelerated depreciation and may be amor- 
tized within the war period. Provision for depreciation and amortization 
has been carefully considered by the management and is believed to be 
adequate. 

Cancellation of War Contracts 
At the close of the war, recognizing the probable cancellation of 

existing war contracts, must operating losses be accepted? 
The Corporation's contracts for war products are largely on a fixed 

price basis. That is the general policy except where circumstances are 
such as to preclude sound cost estimates and where the lack of produc- 
tion cxperiencr requires the use of cost-plus-a-fixed-fee contracts. In such 
cases, as sound cost estimates become available, contracts are changed 
from a cost-plus-a-fixed-fee to a fixed price basis. All contracts for war 
products are subject to cancellation, but the cancellation conditions, if 
equitably administered, should reasonably protect the Corporation in 
respect to expenditures made on arcount of such contracts, irlcluding 
the cost of the cancellation of commitments for materials and facilities. 
Therefore, the Corporation should not be required to absorb losses 
when war contracts are cancelled. 

$1,000,000,000 V-Loan Bank Credit 
Will such indebtedness as may be created under the terms of the re- 

cently negotiated V-Loan Bank Credit be burdensome to the Corpora- 
tion at the time of the cessation of hostilities? That question was very 
thoroughly discussed in a special message sent to the stockholders at the 
time the V-Loan was negotiated. 



Upon the termination of the Corporation's war contracts with the 
United States Government, either by cancellation or by completion, 
cash resources then available out of settlement of such contracts should 
be sufficient to discharge the obligations which the Corporation may 
have assumed, either through the V-Loan or olherwise, for the purpose 
of financing the working capital requirements of such contracts. 

Rehabilitation of Production Facilities 
Rehabilitation of the Corporation's production facilities for the man- 

ufacture of peacetime goods ia a problem of monumental proportion% 
involving planning, time and expense. It means that practically all con- 
verted plants must be entirely rearranged or re-equipped. There are 
involved expenditures in two classes: (a) the cost of reinstalling machin- 
ery not now in use and the rearrangement and rebuilding oE machiner) 
now in use. According to the Corporation's accounting practice, installa- 
tion costs are part of the initial capital cost of the equipment. With the 
exception of capital cost of installation of facilities to be amortized over 
the war period, the original costs of installation and arrangement of 
facilities for war production as well as installation costs lost in the re- 
moval of machinery and equipmcnt from formcr plant locations are 
either reimbursed under provisions of war contracts, or are allowed as 
costs of war production. In  addition, there will be (b) expenditures 
in relatively large amounts for general rearrangement and reconstruc- 
tion, not specific in character, which must be absorbed against costs of 
operation in the post-war period. T o  cover such contingencies, among 
others, the Corporation is setting up by a charge against income a reserve 
for post-war contingencie, and rehabilitation, the amount of which 
charge is related to sales. There was set u p  $16,598,644 in 1941 and 
$23,986,315 in 1g.p. Tbcrefore, as of December 31, 1942 there wa? avail- 
able for this purpose an amount of $40,584,959, Although the poli~y 
with respect to this reserve for 1943 is not yet established, undoubtedly 
it will be continued u p  to the point where the reserve is considered 
adequate to take care of these and other post-war adjustments. 

Financial Position 
W ~ l l  capital in large amounts be needed for such purposes as p ~ o -  

viding expansion of existing manufacturing facilities, or for the purpose 
of manufacturing additional products, or modifying existing prod- 



Pontiac-built Oerlikon anti-oircroft guns fire a protective screen of  explosive 

shells from the flight deck of  o Novy carrier. 



Hundreds of Army Air Force student mechanics ore being trained of the Aviation 

Engine School operated by h ick  in connection with the production of Pratt & 

Whitney oirplone engines. This is one of 16 schools for service personnel oper- 

oted by Generol Moforr divisions. 



ucts, as well as replacing existing equipment because of depreciation 
or obsolescence resulting from the unusual service required during the 
war period? 

In view of the fact that no estimates are available as to the capital 
needs of the Corporation in the post-war period, only a general statement 
can be made. Normally, it is the practice to maintain all facilities at the 
highest state of efficiency to promote the maximum productivity. This 
policy, insofar as it affects commercial facilities, has necessarily been 
suspended during the war due to the fact that all new equipment is 
under priority. Therefore, reserves set up for depreciation and obsoles- 
cence of Corporation-owned facilities are accumulating in large amount, 
resulting in an increase in net working capital which will be available 
for plant improvement after the war. 

The above is not intended to be a complete discussion of the subject. 
It is included as a part of the 1942 report because it is important that 
the stockholders should be informed as to the circumstances to the extent 
that the facts are available. 

Reconversion 
Here is injected into the discussion a somewhat different problem. 

What will be the effect on the Corporation's production when the time 
comes to resume its peacetime activities-reconversion in other words? 

It might be said in a general way that production of passenger cars, 
trucks and other peacetime products can commence, so far as the physical 
limitations are concerned, within a period of four to five months. Full 
production might be expected three months later. T o  accomplish this, 
however, it is essential that all former peacetime production units be 
released from their then existing responsibilities. The Corporation's 
normal production facilities are highly integrated. Each unit has an 
important part to play in the final result. Therefore, an effective con- 
version is impossible under a piecemeal plan. And this applies not only 
to each manufacturing group within the Corporation but, to an im- 
portant degree, to the Corporation as a whole. The degree to which 
facilities of suppliers become available will likewise be an important 
factor. 

Accordingly, the policy to be adopted by the Government with respect 
to curtailment of war production will be a governing factor in deter- 
mining ihe ilctuill time period required in the reconversion process. In 



view of the fact that circumstances similar to those within General 
Motors apply to industry as a whole, an important contribution could 
be made by Government in facilitating the effective return to a peace- 
time economy if a definite and predetermined policy could be estab- 
lished. 

Post-War Products 
The discussion of the preceding subject is predicated upon a policy 

that contemplates producing during the early post-war period products 
similar in design to those in production upon the declaration of war. 
There is much discussion at the moment about a so-called "postwar" 
car, and much conjecture as to the technical and appearance character- 
istics of such a car. The automobile industry is a stautich and aggressive 
supporter of the philosophy of constant progress. And, in general, it is a 
fact that the supreme effort required in war has accelerated technical 
progress. However, all the energies and the technical and engineering 
resources of General Motors have been and are being entirely absorbed 
in promoting higher standards of technology as applied to war products. 
Here lies the great present need for accomplishment. Regardless of the 
demands of the post-war period, it would be indefensible to divert any 
effort that might be expected to contribute to victory. Therefore, the 
technical development of an entirely new and different car, so far as 
can be seen at this writing, would not appear to be practical, even if it 
were possible and were considered to be an intelligent approach to the 
problem of immediate post-war products. The so-called "post-war" car, 
like the "pre-war" car, is more likely to be a product of evolution than 
one of revolution. 



TAXES 

When dividends are received there is frequently little recognition of 
the extent to which they have been affected by taxes which-like all 
other expenses-must be deducted before such dividends are possible. 
From the standpoint of the individual investor, his net return is further 
affected by the payment of individual income tax on the amount he 
receives in the form of dividends. Taxes are essential. But it is highly 
important that they should at all times be kept at a minimum c~nsistent 
with the needs of Government. T o  the extent that taxes reflect ineffi- 
ciency and extravagance, there results an uneconomic burden on the 
productive system. The assessment of taxes should be apportioned on 
a basis of equity. They should be designed to promote rather than penal- 
ize the productivity of the economy. 

The ~roblems of taxes are of course entirely different in times of war 
and in times of peace. In times of war the expenses of Government are 
enormously increased-and necessarily so. This increase must be met 
in part through higher taxes. 

In the face of higher tax rates as applied to corporations, there was a 
reduction for 1942 in General Motors total tax bill. I n  this year, taxes 
paid or accrued amounted to $222,560,000, equivalent to $5.12 per share 
of common stock. These taxes include all Federal, state and local taxes, 
including excise taxes, accrued or paid directly by the Corporation and 
its subsidiaries, together with its proportionate share of the taxes of 
manufacturing companies in which a substantial interest is held. The 
taxes were lower in 1942 because of the lower amount of profits resulting 
from the Corporation's self-imposed price policy and subsequent agree- 
ment reached with the United States Government through the War 
Department Price Adjustment Board limiting profits in line with that 
policy. Total taxes in 1942 were also reduced because of the payment of 
a substantially lower amount of excise taxes. During most of that year, 
sales of automobile and other peacetime products normally subject to 
excise taxes were. either eliminated or were made to the Government 
tax free. 



A R E S E R V E  POLICY 

It has been the custom in dealing with the financial aspects of the 
Corporation's operations in all annual as well as iulerim reports to 
set forth the circumstances concerning major reserves which are estab- 
lished from time to time, together with any changes in those reserves 
which subsequent events may require. An understanding of this whole 
matter of reserves is of consequence to the stockholders in judging the 
earnings trend of the business. Under present conditions, the profit 
possibilities of business are importantly affected by taxes and public 
war policy as well as by the efficiency of operations. Superimposed upon 
these circumstances is the fact that a war injects into the situation 
unusual hazards, both present and future. They should be recogniretl 
and provided for, so far as possible. Since all elements cannot be de- 
termined accurately, contingencies are anticipated which may or may 
not develop into realities, but to protect the balance sheet and to state 
income conservatively they should be recognized in the form of reserves. 

Reserves are in two categories: first, those reserves that must neces- 
sarily be provided in order to conform with accepted principles of 
accounting; and second, those reserves covering items which are not 
currently subject to exact determination but for which provision is con- 
sidered advisable in order that a conservative statement of income may 
be presented. Conservative management seeks to protect the business by 
setting up reserves whcn circumstances indicate the need for such re- 
serves. I t  is important that the assets and the liabilities of the Corpora- 
tion should be conservatively stated, and this applies likewise to the 
income. 

These reserves are derived from charges against earnings and repre- 
sent a provision for some foreseen expense or loss of asset value properly 
applicable to the period in which such charge against earnings is made, 
but which cannot be definitely established until some time in the future. 
When the [acts are finally established, the amount involved, having been 



previously provided for, may be charged to the reserve and therefore 
does not affect the profits of the business for that particular period.If 
fhe amount finally determined is in excess of the reserve provided, the 
difference is charged against operations of the current period and hence 
reduces such profits. If the amount is less than provided for, the estab- 
lished excess of the reserve is restored to earnings and the profits in the 
particular period involved, as reported in the income statement, are 
increased accordingly. 

Any reserves set up currently to cover anticipated losses and expenses; 
even though they are attributable to current operations, are not an 
allowable deduction in determining the amount of income upon which 
Federal income taxes are paid. The  amount of each loss or expense 
becornes an allowable item for tax purposes only when it is actually 
realized and determinable. 

Perhaps this subject can be clarified by referring to the application 
of reserve policies to the operating results of the Corporation for the year 
1942. I t  is stated in the section entitled "A Financial Review" that a 
reserve amounting to $23,986,315 has been set u p  for post-war contin- 
gencies and rehabilitation. This reduces current profits as shown in the 
income statements to that extent. The need for this reserve is self- 
evident. The  ultimate expense is at this time undeterminable. On the 
other hand, rcference is likewise made to a reduction in Federal income 
taxes applicable to the year 1941 resulting from the write-off of certain 
foreign investments, as permitted by the Revenue Act of 1942. The  elIect 
of this is to increase earnings for the year 1942 by $28,906,475. This cir- 
cumstance arises because in preceding years, in the belief that losses 
probably would result from the unsettled politicial conditions through- 
out the world, reserves were set up in anticipation of such a probability 
and without knowledge when the losses would be allowed as deductions 

UTILIZING SCRAP 
Utilizing material formerly scrapped now saves 
over 30 tons of metal per month at  Cadillac. 

xample: The  fire wall partition of the M - j  
ght tank was redesigned so that the metal re- 

moved for the door openings could be re- 
stamped to make the doors. 



from taxable income. This reduced the profits of the Corporation as 
reported for the earlier years. 

Thus we see that in the year 1942 profits have been reduced, on the 
one hand, by reserves set up to take care of anticipated losses and con- 
tingencies not now determinable, and have been increased, on the other 
hand, as a result of reserves having been provided in previous years in 
excess of requirements as finally determined. 

To  repeat, therefore, it is important in evaluating the trend of 
earnings of the Corporation, especially under existing circumstances, 
to judge earnings as reported in relation to the influence of such re- 
serves as may have been established in the past, as well as those currently 
established, in anticipation of future losses. 

I t  has been the policy of the management to establish reserves to cover 
such contingencies as may be foreseen and to apply all charges and 
credits in respect thereof through the income statement rather than to 
surplus. 



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

The condensed consolidated balance sheet, summary of consolidated 
income and summary of consolidated surplus of General Motors Cor- 
poration and its consolidated subsidiaries for the year ended December 
31, 1942, in comparison with the previous year, are shown on pages 86 
to go of this report. In  1941, the accounts of certain foreign subsidiaries 
located in enemy ahd enemy-controlled territories were not included 
in the consolidated statements of the Corporation. In  1942, the Corpora- 
tion's investments in all operations located in enemy and enemy-con- 
trolled territories were entirely written off against reserves previously 
provided. Subsidiaries which, in accordance with past procedure, are 
not consolidated in the financial statements of the Corporation are listed 
on page 91, together with other investments and miscellaneous assets. 

Earnings 

Net income available for dividends for the year 1942 amounted to 
$163,651,588. This includes income items of a special nature amounting 
to $31,129,475, later described in detail. Net income available for divi- 



dends for the year 1941 amounted to $201,652,508. After paying regular 
dividends of $9,178,220 on the $5 series preferred stock, there remained 
net income available for the common stock in 1942 of $154,473,368, or  
$3.55 per share on the average number of common shares outstanding 
during the year. The amount earned on common stock in 1942 before 
adding income items of a special nature was $2.84 per share. For the 
year 1941, net income of $192,474,288 available for the common stock 
was equivalent to $4.44 per share. 

The  1942 special income credits consist of the following: 

Reduction of $28,906,475 in United States income and excess 
profits taxes provided in 1941, due to the allowance for tax pur- 
poses of the write-off of certain foreign investments.-As per- 
mltted by the Revenue Act of l g q ,  the Corporation amended 
its United States income and excess profits tax returns for the 
year 1941 for the purpose of claiming as a deduction in that year 
the write-off of its investments in enemy and enemy-controlled 
territories. This resulted in a reduction of $~8,goG,q75 in the 
liability for 1941 income and excess profits taxes. The Corpora- 
tion will also deduct similar losses applicable to 1942 in its tax 
return for that year, resulting in a reduction of $370,282 in the 
current pear's provision for taxes. The Corporation early recog- 
nized the hazards arising from the disturbed conditions abroad 

u 

Corporation's subsidiaries in France, ~clgiu;, Denmark and 
T a ~ a n  wcre excluded from consolidation. and the invatment in 

poration in enemy and enemy-controlled territories, including 
those in Germany, were written off in 1942 against reserves 
previously provided. The  total of all such investments written 
off had an aggregate gross book value of $46,913,679, of which 
$24,941,015 was written OR against reserves of a like amount 
allocable to foreign investments, and the balance of $2 1,972,664 
was charged to the $25,ooo,ooo special contingency reserve pro- 
vided in 1939 and 1940. 

Rccovery of $2,223,000 (net) from settlement of a stockholders' 
action.-As a result of stockholders' action brought against cer- 
tain officers and directors relative to the administration of the 
Corporation's bonus plan, there was recovered by the Corpora- 
tion during the year a gross amount of $4,5oo,ooo. The  net 
recovery by the Corporation amounted to $2,223,000, after 
deducting fees and allowances of $795,000 to attorneys and 
accountants representing minority stockholders as directed by 
the Court and after allowing for United States income taxes at 
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the 40% rate which is applicable, under the tax law, to such 
abnormal income. 

The  net income for the year 1942 gives recognition to the following 
provisions and charges: 

There has been deducted a provision of $23,986,315 in 1942 for 
post-war contingencies and rehabilitation. This is inaddition to 
$16,598,644 set u p  in the year 1941 making a total of $40,584,959 
available for this purpose. 

There has been deducted a provision of $48,661,545 for refund 
to the United States Government in connection with the over- 
all renegotiation of war material contracts. 

Fatly in ICJJ~~, t11c Corporation \0111111arilv adopted a 1)oliq of 
rcduciw ~ r i ccson  indi\,idual war ronir:~cts soon ;IS i t  bcrame 
possihl<through the realization of cost savings. In line with this 
pol~cy, the Corporation has voluntarily effected reductions 
of $361,288,825 in contract prices of such materials. Of this 
amount, $177,980,415 applied to deliveries made u p  to the end 
of 1942, including deliveries made prior to the inauguration 
of this pricing policy. The  balance of $183,308,410 will apply 
to deliveries to he made subsequent to 1942. 

Under Section 403 of the Sixth Supplemental National Defense 
Appropriation Act of 1942, as amended by Section 801 of the 
Revenue Act of 1942, authorizing the renegotiatiou of war 
material contracts, an agreement was made with the United 
States Government through the War Department Price Ad- 
justment Board as of October I, 1942 limiting the Corpora- 
tion's profits on the sale of war materials, which substantially 
embodied the policy voluntarily established by the Corporation 
earlier in the year. T h e  eRect of this was to limit the rate of 
profit, belore proviaion for income and excess profits taxes, for 
the year lgqr on the Corporation's manufacturing operations 
to approximately one half that of 1941 on  substantially the 
same volume of busiues This agreement will require the re- 
fund of $48,661,545 to the United States Government in the 
early part of 1943, applicable to 1942 business, as stated above. 

The  final result is that the Cor oration's income from all its 
manufacturing business, exclud%g income items of a special 
nature and its income from investments but after providing for 
necessary reserves as well as income and excess profits taxes, 
amounts to 4.5% on net sales of $2,250,548359 for the year 
'942. 

Earnings in 1942 were reduced $13,234,537 because of the adjust- 
ment of commercial inventories to conservative values, losses 
incurred in the disposition of such inventories including the 
sale of surplus raw materials to the Government, and the can- 
cellation of commitment$ related to non-war business following 
the cessation of commercial production early in the year. 
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Provision for United States and foreign income and excess profits 
taxes in 1942 amounted to $1e4,goo,gso. In 1941, provision for 
these taxes amounted to $287,992,343. I n  1942, the amount in- 
cludes provision fo r  United States excess profits taxes of 
$30,373,494 after deducting $3,374,833 for the post-war credit 
applicable thereto. United States excess profits taxes were 
$171,931,086 in 1941. The  United States excess profits taxes 
were computed on the basis of the excess of the income subject 
to such taxes over average earnings of the four years, 1936 
through 1939, in accordance with the provisions of the Revenue 
Act of each year. T h e  decreased excess profits tax in 1942, as 
compared with 1941, is accounted for principally by the lower 
profits realized on war production sales in 1942, as a result of 
the Corporation's pricing policy described above. 

There were excluded from net income in 1942 all profits realized 
abroad which could not be remitted to the United Statesdue toexchange 
restrictions. This has been the policy since December 31, 1933. The  dol- 
lar amount of such profits in each year was based upon rates of exchange 
then current. Net income from foreign sources in 1942 which could not 
be remitted due to exchange restrictions amounted to $3,624,252. How- 
ever, net income of $4,047,851 previously deferred was included in the 
Corporation's consolidated incon~e account because of remittances to 
the United States during the year. The  net effect was therefore to in- 
clude in 1942 consolidated income $423,599 more than the current 
year's foreign earnings. On a cumulative basis through December 31, 
1942, net income realized abroad but not refiec~ed in earnings because 
of exchange restrictions amounted to $6,902,196, equivalent to $0.16 
per share of common stock. This excludes unremitted earnings of sub- 
sidiaries in enemy and enemy-controlled territories, the investment in 
which was written off in 1942. 

STEEL REPLACES ALUMINUM 
Aeroproducts Division is now building stronger, 
lighter propellers by substituting hollow steel con- 
struction for solid aluminum blades. Savings: 

100 to 200 Lbs of Aluminum Per Proveller 
I ;  75 Lhs. in Weight of Com@lete Assembly 



Dividend Payments and Net Income Retained in the Business 
Dividends paid and net income retained in the business in 1942 

compare with 1941 as follows: 

1942 - 1941 

~~t income .vailoble for dividends ..................... $163,651,588 $201,652,508 

........... Dividends paid on the $5 series preferred stock $ 9,178,220 $ 9,178,220 
Dividends paid on the common stock, $2.00 per shore in .................. 1942 and $3.75 per share in 1941 86,992,295 162,608,296 

............... T O I ~  dividendr paid to the rtockholderr.. $ 96.170.51 5 $171,786.51 6 

Net income retained in the buriness, $1.55 per share in 1942 
ond $0.69 in 1941 ............................... $ 67,481,073 $ 29,865,992 

Told dividend payments at per cent of net income.. ...... 58.8% 85.2% 

I n  the fifteen years ended December 31, 1942, dividends paid were 
82.17~ of the net income available for all dividends. 

4 record of the Corporation's sales, net income and dividends, by 
years from 1917 through 1942, i ~ h o w n  on page 94. 

Net Working Capital 
Net working capital amounted to $652,326,139 at December 31, 1942, 

an increase of $152,303,129 over net working capital of $50o,o23,010 at 
December 31, 1g41. This increase in 1942 may be accounted for prin- 
cipally by: (a) earnings of $67,481,073 retained in the business, repre- 
senting the excess of net income over dividends paid; (b) the receipt of 
$2 j,ooo,ooo from General Motors Acceptance Corporation in the repur- 
chase of its Two-Year 17, Notes; (c) the excess of $28,693,254 in  depre- 
ciation and amortization (including tool amortization) charged income 
over expenditures for new construction and special tools; and (d) the 
provision of $23,986,315 for post-war contingencies and rehabilitation. 

Accounts receivable, notes receivable, trade acceptances, etc. at 
December 31, 1942, amounted to $502,838,161, an increase of 
$319,360,795 over receivables of $183,477,366 at December 31, 1941, 
all of which was represented by increased receivables from the United 
States Government. 

Inventories at the end of 1942 amounted to $466,265,585, an increase 
of $133,438,811 over inventories of $332,826,774 at the end of 1941. 
While it was not possible to follow the Corporation's usual practice of 
taking physical inventories at all locations during the year because of 
[he urgency of war production schedules, nevertheless more than 90% 
of the aggregate valueof the inventories at December 31, 1942 is based 



upon physical inventories taken at some time during the year. The 
increase in inventories, as in the case of receivables, was accounted for 
by the rapidly increasing volume of war material production during 
1942. At December 31, 1942, commercial inventories amounted to 
$g7,oqz,45z. The greater part of these inventories represent service parts 
which are available to service cars now on the road and finished products 
held for sale subject to rationing. 

Cash and United States Government sccurities at December 31, 1942 
amounted to $344,746,265, or $136,565,626 less than the corresponding 
item of $481,311,891 at December 31, 1941. 

At the end of 194% a total of $ioo,ooo,ooo had been borrowed from 
banks under the terms of the General Motors $~,ooo,ooo,ooo V-Loan 
Credit Agreement announced in a message to the stockholders on Octo- 
ber 31, 1942. The interest rate is z%% on the amount borrowed and, 
in addition, the Corporation pays a commitment fee of 1/, of 1% per 
annum on the unused portion of the credit. An amount of $399,235, 
representing interest and commitment fees, was charged to income for 
the year 1942. 

Surplus 
Earned surplus of $561,364,160 at December 31, 1942 compares with 

$493,883,087 at the end of 1941, an increase of $67,481,073. This increase 
represents the excess of net income over dividends paid during the year. 

Capital surplus of $ii,o8z,2~3 previously reported at December 31, 
1941 has been increased to $11,787,273 in order to include the excess of 
the stated value over cost of the 39,722 shares of $5 series no par pre- 
ferred stock held in treasury. This change is the result of reflecting such 
shares as a reduction of outstanding stock rather than as an asset. 

Capital surplus of $11,g44,z!jg at December 31, 1942 showed an 
increase of $156,986 during the year, which is accounted for by the 
transfer from the reserve for general contingencies of profit realized in 
prior years upon the sale or use of common capital stock received in the 
operations of the employes invest~neut fund plan which was discon- 
tinued after 1955. 

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

$8'72,924,635 at December 31, 1942, an increase of $1~,7~1,105 over the 
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total of $858,193,530 at December 31, 1941. Reserves for depreciation 
increased $53,1~2,47g during the year, or from $448,319,074 at Decem- 
ber 31, 1941 to $501,441,553 at December 31, 1942. T h e  net book value 
of real estate, plants, and equipment, therefore, decreased $38,391,374 
during the year and amounted to $371,483,082 at December 31, 1942. 
The  reserve for depreciation at December 31, 1942 and 1941 includes 
amortization of special war facilities which was formerly netted against 
the asset account. 

The  plant investment at December 31, 1942 does not include 
$428,726,155 of plan1 and equipment owned by agencies of either the 
United States, Canadian or British Governments and operated in the 
United States and Canada by the Corporation in  the production of war 
materials. 

There are induded in the above figures for real estate, plants, and 
equipment at December 31, 1942. special tools, dies, etc., with an un- 
amortized value of $zg,40g2597 as compared with $29,695,487 at  Decem- 
ber 31, 1941. Of the total at  December 31, 1942, $13,272,207 represents 
tools, dies, etc. applicable to war production. T h e  balance of 
$16,137,390 represents the value of tools applicable to commercial pro- 
duction which remained unamortized after the cessation of civilian 
production early in 1942. They are being held available for use upon 
resumption of civilian production after the war. At this time it appears 
that, when passenger car production is resumed, the tools being held 
available for use in the production of cars after the war will be used, 
and it is assumed that a sufficient number of cars will be produced to 
absorb in costs the unamortized value in the tools. Accordingly, these 

MORE PROOUCTION-LESS MATERIAL 
Formerly machined from chromium nickel bar 
stock weighing 8.45 lhs., a basic generator part is 
now machined at  Rochester Products Division in 
two separate pieces from a total of 2.76 lbs. of 
metal, then copper-brazed into one unit. 

Saving, 67% in Malerial and Much Valulbls l imn 



special tools are being stored and will be available for use upon resump- 
tion of car production. 

Excluding special tools, dies, etc., the increase in gross plant ac- 
count amounted to $1 j,o16,ggj. After making allowance for the in- 
crease of $53,122,479 in depreciation reserves, the net plant account 
decreased $38,105,484. The increase in gross plant account may be 
accounted for by the following items: (a) gross plant expenditures for 
additions and improvements, applicable almost entirely to the produc- 
tion of war materials, amounted to $30,743,176; (b) a gross amount of 
$4,269,318 of idle plant was reinstated as active plant while, conversely, 
$1,084,174 was transferred from active to idle plant, so that there was a 
net increase of $3,185,144 in the gross plant on this account with a cor- 
responding credit to depreciation reserve; and (c) property disposed of 
and other adjustments reduced gross plant account by $18,911,325. 

There has been no change during igqz in the Corporation's policy 
with respect to the provision [or depreciation or in the depreciation rates 
except that, in certain instances, increased rates have been applied to 
machinery and equipment utilized in the production of war materials 
under contract with the United States and foreign governments, and 
reduced rates have been applied to machinery and equipment held 
available but not in use for war work. The overall effect of these changes 
in depreciation rates on the 1942 provision for depreciation and amor- 
tization was negligible in amount. The amount of depreciation and 
amortization charged against net income in 1942 was $5g,16~,640, in- 
cluding $12,941,109 for accelerated amortization of war facilities at the 
rate permitted for tax purposes. In the year 1941, depreciation and 
amortization in the amount of $53,161,347, including $6,079,144 for 
accelerated amortization of war facilities, was charged against net 
income. 

The policy governing transfers between active and idle plant was 
described in the annual report for the year 1932 and continues to apply 
to properties in the United States. Depreciation is not provided cur- 
rently on this type of surplus and idle property. At December 31, 1942. 
the gross value of surplus and idle plant in the United States and Canada 
was $6,008,384 and was carried on the Corporation's books at a net 
salvage valiie of $i,gi6,350. Since the difference between the gross value 
arid the salvage value of idle property is charged Lo 1.esrrvt.s for depre- 
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ciation, the net book value of real estate, plants, and equipment is not 
affected by transfers on this account. 

Investments Outside the United States 

In 1942, the Corporation wrote off its investments in enemy and 
enemy-controlled territories against reserves previously provided. These 
investments consisted mainly of the Corporation's equity in subsidiaries 
located in Gcrmany and Japan, and in Franse, Belgium, Denmark, Java 
and other territories seized by the enemy. The investments written off 
amounted to $46,913,679, of which $34,890,024 represented the invest- 
ment in Adam Ope1 A.G., the Corporation's former manufacturing 
subsidiary in Germany. This write-off was made against reserves of 
$24,941,015 previously provided and allocable to foreign subsidiaries, 
together with $21,972,664 charged against the $25,000,000 reserve pro- 
vided in 1939 and 1940 in view of disturbed conditions abroad. 

After giving effect to the above write-offs, the net investment of 
General Motors Corporation and its consolidated subsidiaries outside 
of the United States at December 31, 1942 amounted to $37,962,~ I I, after 
deducting allocable reserves of $1r,gog,530 which have been set up to 
provide against further losses that may arise in any locality in which 
foreign investments are located. At December 31, 1941, the net invest- 
ment outside of the United States was $71,117,717 after deducting 
allocable reserves of $25,427,545. The write.off of foreign investments is 
largely responsible for the decrease in the Corporation's net, investment 
outside the United States during the year. Amounts included in reserves 
are considered adequate to take care of any further losses in foreign 
investments which may arise. 

The net investment outside of the United States includes the net assets 
of consolidated foreign subsidiaries and the net investment in foreign 
subsidiaries whose assets and liabilities are not consolidated in the Cor- 
poration's accounts. The latter includes in 1942. as in past years, the 
Corporation's manufacturing subsidiary in England-Vauxhall Motors 
Limited-which is carried in Investments in Subsidiary Companies Not 
Consolidated at cost adjusted to include the Corporation's proportion of 
undivided profits or losses since acquisition, exclusive of profits deferred 
because of exchange restrictions. On account of the war, there have been 



excluded from consolidation in 1942 subsidiaries located in Sweden and 
Switzerland. 

The Corporation's net investment outside the United States at 
December 31, igqz was 3.2% of its total capital stock and surplus of 

$l,lg1,87e,81g. 

Earnings from sources outside of the United States which have been 
included in consolidated net income in 1942 constituted approximately 
5.2% of net income available for dividends. The Corporation's account- 
ing practice provides that, in the event it is impossible due to exchange 
restrictions to transfer profits from the country of origin to the United 
States, such amounts are excluded in determining the Corporation's 
consolidated net iucorue. Rderence has been made on page 72 to the 
amount of net income excluded in 1942 because of exchange restrictions. 
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 net income if it exceeds reserves pre- 
viously provided on this account. Foreign working capital consists 
mainly of cash, inventories and receivables normally required in the 
conduct of the business. 

The following tables summarile the total General Motors investment 
outside of the United States: 

SUMMARY OF GENERAL MOTORS INVESTMENTS OUTSIDE THE UNITED STATES 

December 31. December 31, 
1942 1941 

Asrdr of conrolidmted foreign wbsidiorien 
Current o%&r ...................................... $ 77,713,166 $ 80,561,683 
Fixed aseh  (after deducting reserves for dcpreciotion). ... 25,496,624 25,127,409 

Total assak .................................... $103,209,790 $105,689,092 
Lor. current and other liabilities.. ........................ 70,460,991 63,373,858 

Net investment in subsidiaries included in conrolidotion. $ 32,748,799 $ 42.315.234 
Inuestmontr in subsidiary mmponiar not consolidated: 

Adorn Ope1 A.G ..................................... - 34,890,024 
Vauxholl Motom Limited .............................. 16,516,545 19,081,745: 
Other ............................................. 1,606,397 -- 258.259 

Total invertmenk outride of the United Stater before 
deducting ailocoble reserves.. .................. $ 50,871,741 1 96,545,262 

Less ollocable rerewas provided ogaind contingent losses.. .. 12,909.530 25,427,545 

Net investment ouhids of the United Stater. ......... $ 37,962.21 1 $ 71.1 17,717 -- 



Fisher Body, Chevrolef and Buick combine to produce fh is .90  mm. rapid-fire 

onfi-oircroft gun using modern moss production mefhods. Cortridge cores for 

guns of  this type ore mode by Guide Lomp Division ond high explosive shells 

by Oldsmobile. 



General Motors ossists the Army in scheduling and supplying the right replace- 

ment ports when ond where needed for GM-built equipment. Here Army mechan- 

ics recondition Chevrolet trucks ot a field maintenance depot. 



GEOGRAPHIC LOCATION OF GENERAL MOTORS INVESTMENTS 
OUTSIDE THE UNITED STATESDECEMBER 31, 1942 

Canada, England 
Mexico and and British 
So. America Porrsrri~lr All Other - -  Total - 

Assets of consolidated foreign 
*"bridiarier; 

Currentassets ........... $55,958,690 $21,012,725 $ 741,751 $ 77,713,166 
Fixed assets (after deducting 

reserves for depreciation) 17,934.279 7,531,828 30,517 25,496,624 

Total assets. ..... . . . $73,892,969 $28,544,553 $ 772,268 $103,209,790 

LN(I Current liabilities .... . . . . . 43,636,528 17,924,073 1,644,233 63,204,834 
Other liabilities ........ . . 2,457,407 4,694,513 110,237 7.256.1 57 

Net invertment in subridi- 
aries included in con- 
d i d d i m  ........... $27,805,034 $ 5,929967 $ 98.9,ZOZ $ 32,748,799 

Investmentr in subsidiary sompo- 
nisr not conliolidatsd: 

Vauxhail Mdorr Limited.. . - 16.51 6,545 - 16,516,545 
Other.. . . ...... . . . .. . .. 31 1,259 - 1.295.1 38 1,606,397 

Toai inveltmsnb oul- 
sidetheunited States 
before deducting d- 
locable reserves.... $28.1 16,293 522,442,512 $ 31 2,936 $ 50,871,741 

Less allosobie reserver provided 
agoinst contingent losses.. . . . 12,909,530 

Net investment outride 
of the United Stater $ 37.962.21 1 

In addition to the forcgoing, General Motors Acceptance Corporation, 
a wholly owned non-consolidated subsidiary, had total gross assets out- 
side of the United States of $i2,68g,3zg. 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 Corporation's net equity in the assets was $526,322. 
Foreign net assets of General Motors Acceptance Corporation in the 
amount of $750,154 wereawritten off in igqz against reserves provided 
out of income by this subsidiary in prior years. 

Investments and Miscellaneous Assets 

The Corporation's investments in subsidiary companies not consoli- 
dated, other investments and miscellaneous assets are listed on page 91 
of this report. The aggregate of all such items totaled $214,261,518 at 
December 31, 1942, compared with $267,883,156 at December 31, l gq l .  



The Corporation's investments in subsidiary companies not consoli- 
dated amounted to $i57,013,6g5 at December 31, 1942, which compares 
with $215,913,878 at December 31, 1941. These investments include 
companies which are more than 50% owned by General Motors Cor- 
poration and whose business is closely related to the Corporation's nor- 
niat activities. The Corporation's equity in earnings (net) of subsidiaries 
not consolidated amounted to $21.529.818 in 1942 and $ne,866,qg6 in 
1941, of which$i7,818,gz4 in 194% and $19,955,337 in 1941 was received 
by the Corporation as dividends and interest and the balance was re- 
tained in the business by the subsidiary companies. 

Other investments in partially owned companies amounted to 

$46,260,452 at Decemher 31, 1942. which compares with $43,246,453 at 
December 31, 1941. Total income from these investments in 1942 
amounted to $7,028,818, representing dividends aull interest received, 
which compares with $14,239,774 received in 1941. 

Prior to 1936, the Corporation reflected in net income its proportion 
of the undivided profits or losses of certain companies not controlled; 
i.e., 50% or less owned. Beginning in 1936, however, as stated in the 
annual report for that year, income of such companies has been reflected 
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 Corpora- 
tion's proportion of the nndivided profits of companies not controlled, 
which have been excluded from the Corporation's income in accordance 
with the policy just enunciated, amounted to $4,705,304 for the year 
1942, and to $14,qg,701 for the years 1936 through igqz. 

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

General Motors Acceptance Corporation 

The investment of the Corporation in General Motors Acceptance 
Corporation amounted to $87,878,373 at Decemher 31,1942 as compared 
with $1 1~,007,77z at Deccrnber gi,1y4i. The decrease in the investment 
is accounted for by the repurchase by General Motors Acceptance Cor- 
poration of $~rj,ooo,ooo Two-Year 1% Notes due June 1, 1943, held by 
the Corporation, less the excess of the consolidated net income of 
General Motors Acceptance Corporation over dividends paid to General 
Motors Corporation. 



The Corporation's investment in General Exchange Insurance Cor- 
poration amounted to 813,ogo,q70 at December 31, 194s and compares 
with an investment of $12,010,356 at December 31, 1941. The increase 
in 1942 is due to the excess of the net income of General Exchange Insur- 
ance Corporation over dividends paid to General Motors Corporation. 

M o w  T ~ e k  & Coash Manufacturing Company 

The Corporation's investment of $33,135,976 in Yellow Truck & 
Coach Manufacturing Company at December 31, 1942 compares with 
an investment of $go,ggg,416 at December 31, 1941. The inaease in the 
Corporation's investment was due to the. excess of the Corporation's 
equity in the net income of Yellow Truck &Coach Manufacturing Com- 
pany over the dividends received. 

An offer was made early in 1943 by General Motors Corporation to 
acquire all the assets of Yellow Truck & Coach Manufacturing Company. 
The offer proposes that the assets of Yellow Truck &Coach Manufactur- 
ing Company shall be acquired in exchange for common stock oE 
General Motors Corporation, which in turn will be distributed by 
Yellow Truck & Coach Manufacturing Company to its stockholders in 
exchange for their stock in that company. Under the terms of the offer, 
a holder of one share of 7% cumulative preferred stock of Yellow 
Truck & Coach Manufacturing Company will be entitled to receive 2.7 
shares of the common stock of General Motors Corporation and a 
holder of three shares of the Class B or common stock of Yellow Truck 
& Coach Manufacturing Company will he entitled to receive one share 
of common stock of General Motors Corporation. Certain terms and 

SAVING TIME, TOOLS. MATERIAL 
Formerly made from 4 inch seamless, stainless 
tubing weighing 23% lbs., one machine gun 
part made by AC Spark Plug Division is now 
machined from a 6% lb. casting of "Arma- 
Steel," a GM development. Result: 

:=,;-- ' Man Hours Saved45% Scral RedscelClOgb 
Number o l  cutting lo& redered sobstmifly 



conditions relating to the details of the contemplated transaction, com- 
pliance with regulations, and approval by the stockholders of Yellow 
Truck & Coach Manufacturing Company are incorporated in the offer. 

VauxhPII Motws Limited 

The investment of the Corporation in Vauxhall Motors Limited 
amounted to $16,516,545 at the end of 1942, a decrease of $2,565,200 
from the investment at December 31, 1941. The Corporation's equity 
in unremitted earnings of Vauxhall Motors Limited has not been 
included in the Corporation's accounts since December 31, 1939. In 
194z, the Corporation did, however, receive remittances from Vauxhall 
which were applied as a reduction to the investment. 

Adam Ope1 A.G. 

The Corporation's investment in Adam Ope1 A.G., a former manu- 
facturing subsidiary in Germany, amounting to &q,8g030zq, was written 
off during the year against reserves previously provided. For further 
detail see page 77. 

A~lromobae Dealerships 

The Corporation's investment in automobile dealerships held by the 
Motors Holding Division amounted to $4,596,334 at December 31, 1942, 
a decrease of $1,810,372 from the investment of $6,406,706 at December 
31, 1941, due principally to the liquidation or sale of dealerships during 
the year. 

The investment in Ethyl Corporation (formerly Ethyl Gasoline Cor- 
poration) amounted to $18,549,233 at December 31, 1942, an increase 
of $2,134,400 over the investment o f f  16,414,833 at December 31, 1941. 
This increase in the investment during 1942 represents the purchase 
of additional preferred stock. The funds derived from the sale of the 
stock were used by Ethyl Corporation for the expansion of its manufac- 
turing facilities. 

Treasury Stock 

At December 31, 1942, General Motors Corporation held in its treas- 
ury stock account 41,17 I shares of common stock, carried at $1,678,625. 



Many thousonds of women are employed in war production in the various divisions 

of General Motors. Here froinees are learning techniques in airplane construction 

at Eastern Aircroft Division. 



"Pancake" Diesel engines built by Electro-Mofive Division power many U .  S 
Navy sub chasers. 



During the year, 3 g . p  shares of preferred stock held in the treasury, 
and formerly carried as an asset at their cost of &,267,21g, or $82.25 per 
share, were applied as a net reduction in the capital stock and surplus 
account. December 31, 1941 figures have been adjusted accordingly. 

The common stock held in the treasury showed a net deaease during 
the year 1942 of 170,569 shares. This deaease may be accounted for by 
the use of 243,914 shares for the bonus awards made for the year 1gq1, 
partly offset by purchases during the year of 72,200 shares of which 
34,913 were used for 1941 bonus awards and the balance is to be used 
for 1g4zbonus awards. 

Stock required for distribution of bonus awards in respect to 1942 has 
been provided by setting aside for this purpose 39,084 shares of common 
stock held in the treasury at December 31, 1942, and by the purchase of 
122,516 shares early in 1943. 

Goodwill, Patents. Etc. 
The Corporation's goodwill and patent account as of December 31, 

1942, amounted to $50,236,551 and shows a decrease of 586,135 from the 
balance at December 31, 1941, because of the write-off, against reserves 
previously provided, of the goodwill applicable to certain foreign and 
liquidated subsidiaries. Patents are carried at a nominal amount of $1. 

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

Goodwill as reported in the balance sheet is not intended to represent 
an appraisal even in a minor degree of the intangible value of an out- 
standing group of highly specialized manufacturing ~rganizations and 
their executive personnel, operating in many countries in the world. 



GENERAL MOTORS-TODAY AND TOMORROW 

The objectives that have guided the management of the Corporation 
lor over twenty-five years have brought a continuous advance in tech- 
nical standards, a deeper penetration of markets served, an expansion 
in manufactured products, a general strengthening in economic posi- 
tion, and at the same time, it is believed, reasonablc returns to slock- 
holders and distinct advantages to the community and to the nation. 

All efforts and all resources of General Motors are now being devoted 
to the prime objective of winning the war. Modem warfare is highly 
mechanized. The quantity and quality of weapons play an important 
role in the struggle toward victory. When that day arrives American 
industry will have played an important part through supplying an 
ever-increasing volume of weapons to back up the men on the fighting 
fronts. Contributing to that victory will be the efforts of the more than 
300,000 employes of General Motors who will have helped produce 
those weapons, not to mention the sacrifices of more than 50,000 former 
General Motors employes who have joined the armed forces. 

But the winning of the war does not necessarily mean victory. Win- 
ning the war is not the end objective. It is merely a means to the end. 
Victory embraces a solution to the great problems of post-war organira- 
tion and reconstruction. What is to be the position of American indus- 
uy in the future scheme of things? Will it be encouraged as a matter of 
public policy? Will it be recognized that only through the creators of 
enterprise and production will it be possible to provide more things 
for more people in more places? 

All too frcquently over the years, artificial restrictions and politically 
inspired attacks have operated to retard business expansion. There has 
resulted in certain quarters a loss of confidence in the future of enter- 
prise itself. Perhaps the record of American industry in the war may 
bring about a wider recognition of all that industry can offer in p r e  
moting the pursuits of peace desired by all. Perhaps it will help to 



bring a better understanding of the contributions to the economy that 
must inevitably come through the creation rather than the restriction 
of individual initiative. 

The year 1942 was one of dramatic change. This fact stands out in the 
background on every page of this review. The General Motors organi- 
zation has never put forth a greater effort than in 194% All have done 
the parts assigned. While the contribution of any one individual is 
necessarily a small part of such a large total, each part must be intelli- 
gently and aggressively done. Only through the integration of these 
many snlall contributions into the larger pattern is the maximum con- 
tribution possible. 

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

By order of the Board of Directors, 

CHARLES E. WILSON, 
President 

A L F ~ D  P. SLOAN, JR., 

Chairman 

March 25, 1943. 



GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 

SUMMARY OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED DECEMBER 31. 1942 A N D  I941 

Year 1942 Year 1941 

Net  Sales.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,250,548,858.53 82,436,800,977.49 
General Motors Corporation's equity in earnings (net) 

of subsidiary companies not consolidated (dividends 
and interest recaved amounted to $17,818,323.65 
in 1942 and $19,955,336.65 in 1941). . . . . . . . . . . . .  21,529,817.88 22,866,496.22 

Other income (including dividends received of 
$7,003,448.77 in 1942 and $14,011,659.63 in 1941) 
less sundry income deductions.. . . . . . . . . . . . . . . . . .  10,440,516.09 17,212,368.08 

Total.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,282,519,192.50 $2,476,879,841.79 
Lor* 

Cost of sales (excluding provision for depreciation). $1,832,215,524.96 $1,803,608,246.99 
Sell i i ,  general, and administrative expense.. ..... 56,196,884.53 101,480,273.85 
Provision for: 

Depreciation and amortization of real estate, 
plants, and equipment. . . . . . . . . . . . . . . . . . . . .  59.162.639.91 53,161,346.73 

Post-war contineencies and rehabilitation.. ..... 23.986.315.06 16.598.044.22 
Re-fund in conn&tion with the reneaotiation of 

war rnatmd rontrxtsunderan agr&nmt n.ith 
... the United S t a t e  Government. 48,6L1,545.11 

1:moloves bonus lsec Note A).  . 5.273.050.30 12.38(,.4;9.33 ~. , . ~ .  
~ni~e~~tat&andfoeignincomeandexcessprofits 

t a x d n c l u d e s  provision for United States en- 
cess profits taxes of $30,373.494.30 (after de- 
ducting post-war credit of 83,374,832.70) in 

............. 1942and$171,931,085.50in1941 124,500,520.15 287,992.342.67 
Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,149,997.080.02 $2,275,227.333.79 

Not  Income b d o n  Special Income Credits.. . . . . . . . . .  $ 132,522,112.48 5 201,652,508.00 
Add Income Items of a Special tinrum: 

Kedu tion in United Statesincomeand excess profit i 
r;.<cs charred u, income in 1941 resultine from - ~ ~ ~- ~ ~~ ~~ - 

Gr i tL t r  in 1942 of investments in en& and 
enemy-controlled territories (see Note B). ....... $ 28.906.475.25 $ - 

~ e c o v &  in settlement of stockholder;' action 
(see Note C): 
Gross amount recovered.. . . . . . . .  $4,500.000.00 
L-sft,esa%arded by Court toplam 

tlffs' atwrneys and accountants 
fS795.000.00, and Vntted States 
i k k e  taxkapplicable to recov- 
ery ($1,482,000.00) . . . . . . . . . . .  2,277,000.00 2,223.000.00 - 

Total Inwme Items of a Special Nature.. $ 31,129,475.25 $ - 

Net  Income lor the Year.. ....................... S 163,651,587.73 $ 201,652,508.00 
Dividends on preferred capital stock-$5 series.. .... 9.178.220.00 9,178,220.00 

Amount Earned on Common Capital Stock.. . . . . . .  $ 154,473,361.73 8 192,474,288.00 

Average number of shares of wmmon capital stock 
outstanding during the year.. ................... 43,498,457 43,366,660 

$3.55 Amount Earned Per Share of Common Capital Stock.. - $4.44 - 
In 1942, the amount earned per share of common 

capital stock before adding income i t a s  of a special 
natureamountedto . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2.84 - 

The notes on page 90 form a part of this statement. 
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GENERAL MOTORS CORPORATION 
A N D  CONSOLIDATED SUBSIDIARIES 

SUMMARY OF CONSOLIDATED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31. 1942 AND I941 

EARNED SURPLUS 
Year 1942 Year 1941 

Earned Surplus at beginning of year.. . . . . . . . . . . . . . . . . .  $493,883,087.23 $471,021,152.95 
Transfer to Capital Surplus of excess of award value over 

mst of treasury stock distributable as bonus for the 
year 1940 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 7,004,057.47 

Remainder . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $493,883,08723 $464,017,095.48 
Net Income for the Year per Summary of Consolidated 

Income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  163,651,587.73 201,652,508.00 

Earned Surplus before dividends.. . . . . . . . . . . . . . . . . . . . .  $657,534,674.96 $665,669.603.48 

Less cash dividends: 
Preferred capital stock-$5 series.. . . . . . . . . . . .  $ 9,178.220.00 $ 9,178.220.M) 
Common capital stock: 

Mar. 12 ($0.50 per share in 1942). . . . . . . . . . . . . .  $ 21,749,479.99 $ 32,532,335.89 
June 12 (S0.50 per share in 1942). . . . . . . . . . . . . .  21,748,738.49 43,376,430.50 
Sept. 12 ($0.50 per share in 1942). . . . . . . . . . . . . .  21,749,236.49 43,376,435.75 
Dec. 12 ($0.50 per share in 1942). . . . . . . . . . . . . .  21,744,840.13 43,323,094.11 

Total.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 86,992,295.10 $162,608,296.25 

Total cash dividends.. . . . . . . . . . . . . . .  S 96,170,515.10 $171,786,516.25 

Emnod Surplus at end of year.. . . . . . . . . . . . . . . . . . . . . . .  S561,364.159.86 $493,883,087.23 

CAPITAL SURPLUS 
Year 1942 Year 1941 

Capital Surplus at beginning of year.. . . . . . . . . . . . . . . . . .  $ 11,787,272.91 8 - 
Excess of award value over cost of tresury stock 

distributable as bonus: 
Amount attributable to 1940 bonus.. .......... ~- 7.M)4,057.47 
Amount attributable to 1941 bonus. . . . . . . . . . . .  585.59 4,078,234.82 
Amount attributable to 1942 bonus.. . . . . . . . . . .  27.425.27 - 
Adjustmentsarising from forfeituresof prior years' 

bonus awards reverting to the Corporation. . .  33,820.67 - 
Excess of stated value over cost of $5 series no par 

preferred stock held in treasury.. . . . . . . . . . . . . . . .  - 704,980.62 
Transfer from reserve for general contingencies of 

profit realized in prior ycars upon the sale or use of 
common capital stock received as a result of the 
operation of the employes investment fund.. . . . . .  162,795.79 - 

Capital Surplus at end of year . . . . . . . . . . . . . . . . . . . . . . . .  $ 11.944.258.99 8 11,787.272.91* 



G E N E R A L  M O T O b  C O R P O R A T I O N  
A N D  C O N S O L I D C E D  S U B S l D l A R l E S  

CONDENSED CONSOLlmTED BALANCE SHEET 

D E C E M B E R  3 1 9 4 9  A N D  1 9 4 1  

ASSETS LIABILITIES, RESERVES, A N D  CAPITAL 

Cunent Ass&: Dec. 31. 1942 Dec. 31, 1941 Cunent Liabilities: Dec. 31, 1942 Dec. 31, 1941 
. . . . . . . . . . . . . . . . . . . . . . . . . .  Cash ...................... .. .. . . . . . . . . . . .  5 287,282,344.81 $ 196,230,729.66 Accounts payable.. $ 146,613,940.34 8 86,293,937.83 

Notes payable t o  banks, under Federal Reserve 
United States Govenment securities at  cost: Regulation V 100,000,000.00 - . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . .  Shortterm .............................. - 19,997,161.53 Due t o  foreign banks. 2,423,005.16 17,980,865.05 
Ta?, payralls, warranties, and sundry accrued 

Tax notes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  57,463,920.00 265,084,000.00 ~tems.  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87,499,021.45 82,136,175.08 
Accounts raeivableUnited States Government 391,344,591.27 71,089,940.07 Due to contracting agencies of United States Gov- 

ernment, for price reductions required under 
Other accounts receivable, notes receivable, trade contracts providing for retroactive price 

acceptances, etc. (less reserve for doubtful redeterminations.. . . . . . . . . . . . . . . . . . . . . . . . .  104,152,102.71 - 
receivables: 1942, $1,235,888.04; 1941, Due to United States Government, under an over- 
$1,627,465.73). 111,493,569.51 112,387,425.81 all renegotiation agreement with the Govern- . . . . . . . . . . . . . . . . . . . . . . . . . . .  ment.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48,661,545.11 - 

Inventories-at cast orless, not inexeessof market Deposits on government contracts.. . . . . . . . . . . .  27,839,152.63 18,217,467.62 
(excludes inventories held for accouat of others United States and foreign income and excess 

. . . . . . . . . . . . . . . . . . . . . . . . . . .  under cost-plus-a-fixed-fee contracts: 1942, profits taxes.. 136,049,869.41 290,491.677.43 
Employes bonus (see notes). . . . . . . . . . . . . . . . . . .  5,990.680.10 178.342.49 

$54,772,044.80; 1941, $7,029,526.47). ....... 466,265,584.86 332,826,773.77 Dividends payable on preferred capital stock. . .  2,294,555.00 2,294,555.00 
.................... Total Current A n & .  ...................... 81,313.850.010.45 S 997,616,030.84 Total Current Liabilities. S 661,523,871.91 S 497,593,020.50 

Other Liabilities: 
investments end Miscollaneour Arretr: (Schedule 1) Employes bonus (based upon cost of treasury 

. . . . . . . . . . . . . .  Investments in subsidiary companies not consoli- stock distributable as bonus). $ 1,639,189.05 $ 5,587,148.64 
. . . . . . . . .  Taxes, warranties, and miscellaneous.. 39,969.075.39 18,414,160.80 

dated.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 157,013,694.56 $ 215,913,878.18 . . . . . . . . . . . . . . . . . . . .  Total Other Liabilities.. $ 41,608,264.44 S 24,001.309.44 
Other investments.. . . . . . . . . . . . . . . . . . . . . . . . . .  46,260,452.10 43,246,452.50 Reserver: 

~ ~~. 
Miscellaneous assets. . . . . . . . . . . . . . . . . . . . . . . . .  10.987.370.62 . . . . . . . . . . . . . . . . . . . . . .  8,722,825.41 Employe benefit plans.. $ 6,386.933.43 S 6,352.514.43 

Employes bonus (undistributed portion of 1941 
Total Investments and Mitcollaneour Anots. .. $ 214,261.517.28 $ 267,883,156.09 fund) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - 2,477,295.81 

Deferred income. . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,339,014.66 5,875.551.58 
. . .  Common Capital Stock in Treasury: Post-war contingencies and rehabilitation. .: 40,584,959.28 16,598,644.22 

Contingencies and miscellaneous: 
Held for bonus purposes (1942, 41,171 shares; Allacable to foreign subsidiaries. . . . . . . . . . . .  12,909,530.11 25,427,545.13 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1941, 211,740 shares). . . . . . . . . . . . . . . . . . . . .  $ 1.678.625.46 $ 4,486.510.02 General 16.6,57.110.92 39.533.717.29 
. . . . . . . . . . . . . . . . . . . . . . . . . . .  Total Reserver.. 882.877.548.40 $ 96.265.268.52 - 

Real Eltate, Plants, end Equipment.. . . . . . . . . . . . . . . .  $ 872,924,635.33 $ 858,193,530.16 Minority Interest in Proforonce Stock of Subsidiary 
Less reserve for depreciation (including amorti- Company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1.8S8.613.20 $ 1.S88.613.20 

zation of special war facilities) . . . . . . . . . . . . .  501,441,552.87 448,319,073.97 Capital Stock end Surplur: 
Capital stock: 

Not  Real Estate, Plants, and Equipment. ...... S 371.483.082.46 $ 409,874.456.19 Preferred, no par value, stated value $100 per 
share (authorized. 6,000,000 shares; issued, 

Prepaid Expenses and Deferred Charges.. ........... 6 28.261.329.73 S 13,800,132.28 1,875,366sharesof $5 series; lessin treasury, 
39,722 shares; outstanding, 1,835,644 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Goodwill, Patents, Etc.. .......................... $ 50,236,551.42 $ 50.322.686.38 shares) 5 183,564,400.00 S 183,564,400.00 
Common, $10 parvalue (authorized, 75,000,000 

shares; issued, 43,500,000 shares). . . . . . . .  435.000.000.00 435.000,000.00 
. . . . . . . . . . . . . . . . . . . . .  Total Capital Stock. S 618,564,400.00 c6i8,564,400.00 

Capital surplus.. . . . . . . . .  . . . 11,944,258.99 11,787,272.91 
. . . . . . . . . . . . . . . . . . . . . . . . . . . .  Earned surplus.. 561.364.159.86 493,883.087.23 

. . . . . . . . . . . .  Total Capital Stock and Surplus.. S1.191.872.818.85 S1.124.234.760.14 
T O T A L  LIABILITIES, RESERVES, 

. . . . . . . . . . . . . . . . .  AND C A P I T A L . .  $1.979.771.116.80 $1.743.982.971.80 ...................... T O T A L  ASSETS. $1,979,771,116.80 $1,743,982,971.80 - 
T.:e notes on gage 90 form a part of this statement. 
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Notes to Summary of Consolidated Income 

N o t a  to Condensed Consolidated Balance Shoot 

CASH: 
Cash of &825.385.91 held bv the Comqration a t  December 31. 1942 for employes' war savines bond 
purchases and the contra habdtty are not included m the helance rhcct. 

ACCOUNTS RBCBIYABLB: 
other aecountr receivable no& -1vabb. trade seceptances. +. include $15.913.361.42 at D ~ e m b e r  31. 
1942 $22,679.~8.09 dt ~ ~ ~ ~ b e r  31, 1941 of c u m n t  recewable. from ruboidiary companler net wn- 
=1jdated. and ~9,638.10 Deaembsr 31, 1947. and $124.014.42 a t  December 31. 1941 of recnvablen 
from and emp~oyes. 

~ha~rovss  BONUS L u m m :  
=here is included in current liabilities the amount of employe+ bonus which is to  he aid in cash to  em- 
p~oyes of certain foreign subsidiaries, together w t h  that p f m n  of the I942 bonus k d  which is t o  be 
applied t p  the purchare,of the ~ o ~ ~ ~ ~ ~ t ~ ~ ~ ' ~  common cap~tal stock,dter the dose 0: the year. There is 
included other l i rb~h t~e r  that part of the employe. bonus fund w h ~ h  wss mvested in such stack at the 
close of 1942. 

G m s u  NOIBS: 
PO, prpm,of  rnmpa+on certain items in the eonde& consolidated balance sheet a t  December 31. 
1941. as prevlouriy publuh&, have been ml-lfied herem. 
Por idomat ion rqading the Corporation's foreign invetmentr, see page 77. 



Schedule 1 

GENERAL MOTORS CORPORATlON 
AND CONSOLIDATED SUBSIDIARIES 

INVESTMENTS AND MISCELLANEOUS ASSETS 
DECEMBER 31, 19q2 AND I941 

Invertmonts in Svbridiarv Commnier Not Consolidated: 
Wholly owned companies cariicd a t  net worth as shown 

bv the books of the comoanies: 
-General Motors Acce&mce Corporation 
General Exchange Iniurance C~;~ora t ion . .  . . . . .  

Subsidiary companies carried a t  cost adjusted to in- 
clude the Corooration's orowrtion of undivided 
pr&ts or losses: since acq&tkm: 

Yellow Truck & Coarh Manufacturing Company 
(includes $9,575,265.01 representing 7y0 ppre- 
ferredstack) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . .  Vauxhall Motors Limited (see note). 
Adam Ope1 A. G. (see note). . . . . . . . . . . . . . . . . .  
Automobile dealerships held by Motors Holding 

Division.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total lnvortmonts in Subsidiary Companies 
Not  Consolidated.. . . . . . . . . . . . . . . . . . . .  

Other Investments: 
Companies which arecarricdat cost adjustedtoinclude 

the Corporation's proport.ion of undivided profits or 
losses a t  December 31, 1935, and net decreases in its 
equities since that date or net recoveries of losses ab- 
sorbed to that date: 

Ethyl Corporation.. . . . . . . . . . . . . . . . . . . . . . . . . .  
Bendir Aviation Corporation.. . . . . . . . . . . . . . . . .  
North American Aviation, Inc . . . . . . . . . . . . . . . .  
Kinetic Chemicals, Jnc.. . . . . . . . . . . . . . . . . . . . . .  

. .  National Bank ol Detroit common stock (at cost). 
GM Shares. Inc. common stock. . . . . . . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . .  Total Other Investments.. 

Properties, land contracts and mortgages held by 
housing divisions (less reserves: 1942, $3,028,468.29; 
1941,$2,861,426.37) . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,566,690.39 $ 5,165,545.89 

Cashand sccuritiesin encessof operating needs subject 
to exchange restrictions in foreign countries (less re- 
serves: 1942, $895,944.79; 1941, $2,359.498.36) . 3,070,891.21 1,545,254.34 

Balances in closed banks (less reserves: 1942, 
$362,408.23: 1941, $509,45579). . . . . . . . . . . . . . . . . .  209,810.40 

Post-war refund of Unitcd States excess profits taxes. 3,374,832.70 -- 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  974.95632 1.802.214.78 -- 

Total Miscellaneous A s & .  . . . . . . . . . . . . .  $ 10,987,370.62 $ 8,722.825.41 

T O T A L  INVESTMENTS AND 
MISCELLANEOUS ASSETS.. . . . . .  8214,261,51728 8267.883.156.09 -- - 



H A S K I N S  & SELLS 
CERTlFlED PVBLlC ACCOUNTANTS 67 BROAD STREET 

NEW YORK 

GENERAL MOTORS CORPORATION: 

We have examined the Condensed Consolidated 
Balance Sheet of General Motors Corporation and oonsoli- 
dated subsidiaries as of December 31, 1942 and 1941, 
and the related Summaries of Consolidated Income and 
Surplus for the years ended those dates, have reviewed 
the accounting procedures of the companies, and have 
examined their accounting records and other evidence 
in support of such finanoial statements. Our examina- 
tion was made in acoordance with generally acoepted 
auditing standards applicable in the circumstances and 
inoluded all auditing procedures we considered nec- 
essary, which procedures were applied by tests to the 
extent we deemed appropriate in view of the systems of 
internal control: it was not praotioable to confirm 
receivables from the United States Government and our 
examination of the inventories did not include physioal 
tests of the quantities at certain locations where the 
production schedules for war materials did not permit the 
taking of physioal inventories, as to both of whioh 
matters we satisfied ourselves by means of other 
auditing prooedures. 

In our opinion, the acocmpanying Condensed 
Consolidated Balance Sheet and related Summaries of 
Consolidated Income and Surplus fairly present the 
consolidated financial condition of the oompanies at 
December 31, 1942 and 1941, and the results of their 
o~erations for the sears ended those dates, in conformity 
with generally accepted accounting principles and prac- ' 
tices applied on a basis oonsistent with that of the 
preceding year. 

HASKINS & SELLS 



GENERAL MOTORS ACCEPTANCE CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 194P 

ASSETS 
C m e n t  Assets: 

. . .  ........................................... Carh (Note A) ................. ., : 
Notes and Balls Reeewable (mdudmng instalments of $3,272.022 

mattiring in 1944 and 11.259.991 thereafter) (Nates A and B l . .  $227.200.361.02 
Deductions: 

Unearned Income. ........................................ $ 1.010.221.26 
........... Reserve for Loses on Notes and Bills Receivable.. 2,751.538.95 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Total Deductions. S 6.841.760.21 
......................... Notes and Bills Receivable. Leu Deductions.. 

Accounts Receivable (including affiliated companies. 5109,131,741. ................... 
Total Current Assets 

Investments: 
wholly Owned Subsidiaries not Ca,n~oljdated (carried a t  net worth ar 

shown by the books of the subudlanes): 
Motors Insurance Corporati? $ 4,906.084.18 
General Exchange Comaratso 9,141.21 

Other.. . . . . . . . . . . . . . . . . . . . . . . . .  1.WO.W 4.916.225.39 
........................................... Company Automobiles. Less Depreciation. 709,573.10 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Deposits t o  Redeem Securities (see contra). 78,282.14 

Deferred Charges 188,572.57 
1254.192.694.65 

LIABILITIES, CAPITAL STOCK AND SURPLUS 
Civrent Liabilities: 

Nates and Loam Payable: 
$ 73.818.WO.W 

Other Countries (Note A). ................................... 1.636.949.76 1 80.028.823.63 

Accounts Psyable: 
Due General Motors Corporation +nd Other Affiliszted Companie~ 

(for wholesale paper urchared, lnsm+nce premumr.etc.). . . .  1 3,039.555.54 
. . . .  ~ u e  ~ u t o r e  ~murance Ebrporat~on (for mrurance prem~umr). 186.485.05 

0th- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1.867.572.26 5.093.612.85 

Accrued Liabilities: 
Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 189.999.98 
Federal and 0th- T-_. ................................... 5.416.884.06 5.606.884.04 

~ ~ a l ~ r s '  Repossession Lorr Reserves.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,633,027.08 
Total Current Liabilities.. ...................................... 11W.362.347.60 

Long-Term Debt: 
Nine-Year 2ya Notes. due May 1, 1949 . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 50.W0,000.00 
1 x 7  Serial Debentures due May 1. 1946 to 1950..  ............... 5.W0.000.00 
~ ~ * - 3 i = a r  7 

(Note A 55,360.850.00 
Securities to be 78.282.14 

Reserves: 
For Contingencies.. ............................................ I S,W0,000.00 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.512.842.18 7.512.842.18 

capita1 St, 
Canital 

9 ,<,I. 

(.I. Stim R8:la Rcc i w t : e  cf S727.941 55 were nlch 'd  ss c~~l!rtt.rnl amin-r bank lmrrowinrs nmoun~~ni! 
, 3 I : .  I a .  I : d  r ! .  1 .  J I . [ ' i r k .  iSl~,04,.5" .?d 
u >.:d n l l i  I ~ ~ C . , \ . ~ ' . I .  oc t.850.76 ,inlprd 1 5 ~ , ~ . i w ~ ~  i g . l i l ~ ~  TCII-YCIC 7 %  xl.ulnn P I S .  
L' ,7=,<x:.1 n-r.l3>!c.:#.,..t,':.,! :. 83C ~ , ~ 5 ! 1 ! . 8 .  

'R) Ic:lcdcJ in N-re; anJ Bi:k R t c o ~ ~ b l c  a:,: nn#nunu, Unxicd State% 630,431,57247 and Ch!#a(i~. 
,~~,,j4i.91.. :e~:LsE:.,rr/. ncter c i  Gr:.%ril .\:,tor: Ccry :ri:wn seilnlal de-ler.!.,:, c-mpa, e r .  



GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 

RECORD OF SALES, NET INCOME 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 inmme and amount reinvested in the business beginning 
with 1922 include General Motors Corporation's equity in earnings (net) of subsidiary 
companies not consolidated. 

YeAx 
Ended 
Dec.31 Net Sales 

1917P $ 96295.741 
1918 269,196,829 
1919 509676.694 

Net Income 
hvailable for Preferred 
Dividends Dividends 

1 14,294,482 $ 491.890 
14.825.530 1.920.467 
60.005.484 4 212.513 

Balance 
Available 

for Common 
Stock 

1 13.802.592 
12.905.063 
55.792.911 
32.129.949 

'44,900,780 
48,045,265 
65.121.584 
44.350.853 

108.376.286 
178.585.895 
225.995.496 
267.063.352 
238,803,587 
141.560.332 
87.501.208 
*9.041.408 
74,034.831 
85.590.911 

158.048.290 
229,304,205 
187.258.378 
93,011.787 

173,347.150 
186.443.501 
192,474,288 
154,473.368 

% Incorn? 
Disbwsed m 

Cash Cash Divi- 
Div[den& dends on Incame 
Psld an Preferred Reinverted 

common and Common in the 
Stock Stocks Busmess 

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

Net Income Dividends Net Income Dividends 
Year Per Share Paid Year Per Share Paid - - -  A - -  
1929 $5.49 $3.60 1936 $5.35 14.50 
1930 3.25 3.00 1937 4.38 3.75 
1931 2.01 3.00 1938 2.17 1.50 
1932 * .PI 1.25 1939 4.04 3.50 
1933 1.77 1.25 1940 4.32 3.75 
1934 1.99 1.50 1941 4.44 3.75 
1935 3.69 2.25 1942 3.55 2.00 

NOTE: General Motor. Cowration ,of Delaware was incorporated October 13. 1916, succeeding General 
Motors Company of Now Jersey, arganued September 16. 1908. 
$ 5 months ended December 31. 1917. 
* Deficit. 
t Decrease in surplvb 

Preferred dividend in 1939 includes $764.852 for an additional maath's accrual to provide for the full amount 
of the avidend wynble Pebnrary 1. 1940. 



UNIT SALES OF CARS AND TRUCKS 
-- 

The fouowing table shows unit sales of General Motors passenger cars and trucks to 
dealers in the United States and Canada, including sales to governmental agencies and 
overseas shipments to assembly plants and warehouses; sales by foreign manufacturing 
subsidiaries; and total unit sales from all sourcw 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 
1941 
1942 

Unit Sales to Dealers 
in the United States and 

Canada, Including 
Overseas Shipments 

Passenger 
Cars Trucks Total -- 
368,338 23,400 391,738 
353,033 40,042 393,075 
208,443 6,356 214,799 
443,625 13,138 456,763 

Unit Sales of 
Foreign Manufac- 

turing Subsidiaries* 

Passenger 
Cars Trucks 

Total 
Unit Sales 
from All 
Sources 

391,738 
393,075 
214,799 
456,763 

798,555 
587,341 
835,902 

1,234,850 

1,562,748 

1,810,806 
1,899,267 

1,174,115 

1,074,709 
562,970 
869,035 

1,240,447 

1,715,688 

2,037,690 
2.1 16,897 
1,307,749 

1,727,086 



PAYROLLS AND NUMBER OF EMPLOYES 

The combined annual payrolls. including salaries and wages. and number of employes 
for 1942 and mior wars for General Motors Corooration . General Motors Acceotance 

turing Company. and Fisher Body Corporation prior to the acquisition of the minority 
interest as of June 30. 1926. have been as follows: 

PAYROLLS 

NUMBER OF EMPLOYES 

. 
*Beginning with the year 1920 6gtms shorn in thistable are averages lor the year . 
*Average for 1926 does not include &her Body pnoi to June 30 . 

NUMBER OF STOCKHOLDERS 



BONUS AWARDS 
The General Motors Bonus Plan, established in 1918, provides that there may be set 

aside each year as a honus fund 10% of the Corporation's net earnings after deducting 
7% on the net capital employed in the business. The honus fund is distributed in the farm 
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 10Yo 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 of stock as bonus. The other 5% of net earnings 
was paid in cash to Managers Securities Company from 1923 through 1929, and to General 
Motors Management Corporation from 1930 through 1936. From 1937 through 1940, the 
total 10%fund was distributed in the form of stock under the bonus plan. In 1941, the total 
10% was credited to the fund, but only 80% of the amount so credited was distributed. . . .  
with the balance carriedin the fund far future distribution. In 1942, the bonus fund presently 
to be distributed will consist of the total 10% credited to the fund, plus the undistributed 
haknce carried forward from the 1941 fund. From 1933 through 194i the number of shares 
to be distrihuted was limited to the number computed by dividing the honus fund by the 
average daily closing market price of General Motors common stock during the year For 
1942, stock required for distribution of bonus awards has been largely acquired by market 
purchases during 1942 and 1943, and the numher of shares to be distributed has been based 
on the cost of such stock to the Corporation. Stock awarded to employes in the honus 
mour, camoosed of those receiving saliries a t  an annual rate of from $2.400 to $4.200 mav - .  . . . . . 
be delivered immediately, while stock awarded to employes receiving salaries of $4,200 or 
more is delivered one fourth at the time of the award and the balance in thee  eaual annual 
instalments. A record of the awards of stock follows: 

Number of 
Number of Shares of common 

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

Number of 
Number of Shares of Common 

Year Bonus Awards Stock Awarded (a) - 
1930..  . . . .  1,933 117,624 ( d ) - ~  
1931..  . . . .  1,377 65,897 (d) 
1932..  . . .  (c) (ci 

1941. .... 9,958 243,958 (4 
1942 ...... (f) 161.600 (f) - 

Note: The number of bonus awards and the number of shares of common stock awarded show above exclude 
bonus payments in cash to  ~ l ~ l o v e s  of certain foieim rubridiaries. 

(c) NO bonus was available for the years 1921 and 1932. 
(d) Bonus awards in 1930 and 1931 were in Class A stock of the Geneial Motors Manazcmcnt Cornoration. 

which was equivalent. share for share, t o  Genera! Motors common stock. 
(el Includes share equivalents of certain cash awards to employes icceiving salaries at an a--1 rate of from 

$2.400 to S4.200. . . 
(0 Although 161.600 shares of common stock have bcen set s i d e  for bonus p-ses for 1942. the swards 

have not vet been made. 








