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US: Detroit 3 Assembly Outlook
2011 – 2021 (millions)

Assembly Volume Excess Capacity Utilisation (R-Axis)

After an unprecedented defeat at the hands of FCA workers, United Auto 
Workers (UAW) officials negotiated an effective elimination of the two-tier 
wage system. Ratification of a new contract with General Motors took 
additional time and Ford approved their contract by slim margin.

The devil is in the details

UAW contract negotiations have long carried a sense 
of tension and drama in Detroit, and this year’s 
discussions were no different. Since 2007, entry-
level union workers at the Detroit 3 have been 
relegated to lower wages in a two-tier system that 
favored those with more seniority. Workers across 
both tiers banded together to vote down the first 
proposed contract at FCA by a margin of 65% to 35% 
- the first UAW defeat of a national tentative 
agreement since 1982. The biggest sticking point was 
the lack of a clear path for Tier 2 workers to reach 
Tier 1 wages. This was particularly problematic for 
FCA, which has the largest pool of Tier 2 workers 
(42%) of the three unionized Detroit automakers. 
The second proposed contract included an eight-year 
path to reach the Tier 1 wages of $29 per hour. The 
additional costs of the renegotiated contract could 
reportedly cost FCA an additional $2 billion, Other 
highlights include:

US: Terms and conditions
UAW negotiations wrap up for the Detroit 3

December 2015

- Entry level starting wages of $17 per hour 
growing to the $29 cap after 8 years.

- Raises of 3% in the first and third years of the 
contract and 4% lump sum bonuses in the second 
and fourth years.

- Investments of $5.3 billion in product and plant, 
though specifics have yet to be disclosed.

General Motors was the UAW’s next stop, and while 
terms weren’t as contentious, contract ratification 
was briefly stalled. Though a majority of the voting 
members approved the contract by a margin of 55%, 
skilled trade workers voted down the agreement, 
objecting to what was deemed to be insufficient 
pledges of additional apprenticeship. The UAW 
surprised many by heeding these concerns and 
extending the ratification, but the measure was 
ultimately passed after further deliberation with its 
skilled trades members. Neogitated contract terms 
for GM involve the following: 

Source: Autofacts 2015 Q4 Data Release
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Detroit 3 / UAW: Current State

2014 FORD GM FCA

Hourly U.S. Workforce (est.) 52,000 48,400 36,900

Percentage of Tier 2 Workers 28% 20% 42%

Fully Loaded Labor Costs $57/hr $58/hr $48/hr

Profit Sharing              
(per employee)

$6,900 $9,000 $2,750

Net Revenue $144.1B $155.9B $96.1B

Source: Company Reports, UAW, Center for Automotive Research, Automotive News, Autofacts Analysis

- Tier 1 workers would receive a 3% raise in the 
first and third years of the contract, and a 4% 
lump sum bonus in the second and fourth years. 

- Signing bonuses of $8,000 would be paid to all 
workers upon ratification.

- Profit sharing formula remains unchanged 
($1,000 per $1b in North America profit).

- Elimination of Tier 2 pay gap over eight years to 
reach $29 per hour, similar to FCA’s terms.

- An additional investment of $1.9 billion across 12 
US facilities. 

The vote at Ford came down to the wire and the 
contract was ratified by a razor thin margin. The 
contract includes terms similar to both FCA and GM:

- $8,500 upon ratification along with a $1,500 
profit sharing pre-payment.

- 8 year path to Tier 1 wages for Tier 2 workers, 
removal of Tier 2 hiring cap.

- $250 competitive and $1,500 inflation protection 
bonuses, to be paid annually.

- Tier 1 workers receive a 3% raise in the first and 
third years of the contract, 4% lump sum 
payments in years two and four.

- Investment of $9 billion in plants and products in 
the US.

Drawing conclusions

After offering concessions in each of the last two 
labor negotiations, the UAW effectively flexed it’s 
muscle to win new guarantees and pay raises for its 
membership. The agreements come at a time when 
the U.S. market has enjoyed strong results, and D3 
leadership seems content to reward its workforce.

However, the end result will likely mean higher fully 
loaded labor costs and an increased wage gap 
compared to non-unionized plants – a topic that has 
been a rallying cry for competitiveness during 
previous negotiations. Time will tell the ultimate 
impact this will have on financial performance and 
allocation of new and existing products over the 
course of the contract period.

Detroit 3 / UAW: New Labor Agreement

2015 – 2019 Agreement FORD GM FCA

Approval Percentage 51% 55% 77%

Signing Bonus $8,500 $8,000 $4,000*

Investment Commitment $9b $8.3b** $5.3b

Jobs Commitment
Create / retain 

8,500
Create / retain 

3,300
Net gain of 103

*$3,000 for Tier 2 workers **Includes previous investment announcements


