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The federal government rescue of General Motors and Chrysler in 2008-2009 was a dramatic reminder that a liberal state can exert plenary powers to stem a public crisis by controlling the primary agents.  Yet federal action came at a moment when social science debates about how institutions shape change had reached a point where government intervention is the less significant fact than the ways that agents are able to innovate from institutional routines.
 The successful auto bailout raised questions about the evolution of government-market relationships and the capacity of government to improve on market outcomes. The U.S. auto crisis began in the late 1970’s when foreign-based companies rapidly grew their share of the domestic market.  Since then debates have asked whether the U.S. companies could adopt the new “best practice” evidenced by these market successes. Would competitive forces force them to adapt or would bureaucratic constraints vitiate successful adaptation?  Yet, this binary frame is upended by the observation that the “best practice” model of auto manufacturing associated with Toyota was a fairly recent invention in Japan, some key elements of which date only from the 1970’s just before Toyota decided to extend its organization in the U.S.  Moreover, Toyota modified its system to accommodate American conditions because adaptiveness is one of its key qualities. The Obama administration played a crucial role in helping G.M. and Chrysler autoworkers and managers make a successful adaptation.  It did so not by privileging market forces or denying organizational interests and still less by government fiat.  Instead, the Obama administration seized an opportunity to build on decades of growing experience with industry restructuring to enable government officials to govern the alliances in auto manufacturing that already were engaged in reform.    

There is an important dimension of codetermination to institutional life, which is obscured in the public debate by the polar images of government takeover versus free market and in the professional literature by an over-emphasis on structural limits on action that undervalues the creative work that agents do every day. The auto rescue demonstrated that agents could extend their capacity to foment social cooperation to solve economic problems to a greater degree than these views allow.  In contrast, I present a pragmatist analysis that builds on the distinction between a logic of orientation and a logic of practice.
 The logic of orientation for the autoworkers and managers for several decades in the mid-20th century was the image of mass production (or Fordism).  In the 1980’s, workers and managers increasingly became re-oriented to a new logic associated with the Toyota production system (or Lean Production). These orientations are models that agents share that guide their work together in the project of manufacturing automobiles, but the models do not determine the practice of the agents. The logic of practice emerges because the actual situations at work are more complex than models can encompass and because the background conditions for production organization are not fixed.  Adaptation depends on agents’ assessments of their options and on the political conditions that support (or not) the authority of agents to take action. 
 By the time that the Bush and Obama administrations bailed out G.M. and Chrysler, the companies’ managers and unionized employees had already made dramatic improvements in manufacturing practice.  The auto rescue was less about the exogenous forces of global market competition and a controlling state and more about the accession of a knowing political coalition that empowered the reformers to pursue their goals.  The institutional presidency was an important resource for the U.S. auto industry’s adaptation.


The remainder of the chapter is organized in the following way.  Section two develops the pragmatist argument.  A key issue is the status of institutional structures in agents’ work and conversely how agents may re-structure the conditions they find themselves in through their projects.  American institutions have supported multiple forms of social and economic organization.  Section three discusses the heyday of Fordism to show that the primary agents oriented themselves to the logic of mass production manufacturing, but that this logic generated boundary problems that led to heterodox practices.  Section four shows that when Japanese competitors arrived and their challenge became understood as a powerful alternative system of production – lean production – the American auto companies and autoworkers as well as others sought to learn how to adapt the new principles in diverse American conditions. Three alternative narratives emerged to explain the ways auto governance was changing and should change. The Saturn experiment illustrates the reform process at work.  Section five shows that there were multiple credible interpretations of the 2008 crisis and that Obama encompassed some of their themes in a broad vision of restructuring.  Section six sets out how Obama’s rescue package restructured the industry, what it changed and what it continued, and what the rescue may augur for the long-run survival of the U.S. companies and the U.A.W. The final section sums up the argument about the surprising reform capacity of the American polity. 

Innovation beyond Institutional Constraint and Shocks 

Institutions bound situations for agents, but most institutional analyses emphasize how boundaries constrain rather than provisionally stabilize.  Peter Hall and David Soskice developed a typology of national governance that focused on how distinctive sets of institutions shape labor-management relations, corporate governance, education and training, and inter-firm relations. Firms tend to adapt their strategies to the forms of coordination that are supported by their country’s institutions. These institutional sets create complementary expectations among the agents about the actions of the others. The coordinating institutions establish distinctive national strategies of competition as well as disincentives for countries to converge on the “one efficient way” as imagined in neo-classical economic models.
 They proposed two basic types, “coordinated market economies” like Germany and Japan, whose institutions favor stakeholder negotiations and long-term commitments, and “liberal market economies” like the U.S., whose institutions favor arms-length contracting and asset-switching.
  Kathleen Thelen has argued that governance evolves along a path established by historical class political alliances that empower specific institutions of coordination, which are operated to sustain the goals that the alliance has set.
 

Consider a problem with the institutionalist concept of national governance in the American case and where its acknowledgment can take explanation.  The U.S. operated not one, but two (at least) governing types.  There was the New Deal type that was associated with workplace pluralism and collective bargaining, anti-trust monitoring of the large corporations, and social insurance.  There also was the Southern type that was associated with unitary management, authoritarian political structures, including white supremacy and “right to work” laws that created strong disincentives for union organization, and minimal public services.  The national Democratic Party held these regional types together, but the price of southern alliance was segmented rather than national rules.
 The Taft-Hartley Act of 1947 specifically declared two different goals for national labor policy and supported two different regionally based ways to practice labor-management relations during the New Deal era.
 

 
Karen Orren and Stephen Skowronek take institutional multiplicity and complexity as the key to political development.
 Institutions are conceived not as complementary but as potentially clashing because they were created at varying times to achieve diverse purposes.  Wolfgang Streeck and Kathleen Thelen account for evolving governing patterns by such mechanisms as drift and exhaustion and by official strategies to cope with complexity by accommodation, settlement, layering and redirection.
  Structural change results from exogenous shocks.  But, if there are competing institutions which have authority to respond to a shock, more than one solution seems possible because there is plausibly more than one problem to solve and more than one set of rules.  Which problem to solve and how to do so would appear to be as much a product of agents’ changing their ways of thinking about inherited commitments and institutional rules as it is a product of negative environmental feedback. 

Pragmatist constructivism starts with human action—roughly how the agents assess their situation and create new habits.
  Real agents “think” their institutions as they act.  They perceive the situation they are in, interpret for themselves what it is and imagine what their interests could be, and organize with others to revise commitments and reform the rules in ways that enable them to achieve them. The boundaries between exogenous and endogenous, structure and agency, lose their constraining force.  For example, when agents perceived a new challenge from global competitors in the 1980’s, some officials in north and south initially responded in routine ways, but others began to change their economic development strategies.
  Japanese and German firms became attracted to the south rather than the north with its dense network of manufacturing expertise and infrastructure.  The U.S. offered two sets of rules to foreign manufacturers, one for the north—with its contentious pluralist labor management and higher taxes—and one for the south where managements were given a freer hand.  Why not choose the profit-subsidizing South and gain a competitive advantage over the American auto companies?  Yet, as eager as southern officials were for foreign investment, the location of high performance work organizations in the south became a challenge for southerners, beyond the latter’s expectations, to re-think what they were doing.
 

The scholarly question is how people may be able to pursue new projects in a world in which what people do is already institutionalized.  Reformers (presidents among them) create a discursive context in which agents can imagine how to re-combine their relationships in ways that could make them more effective in the new context than they were in the old.
 Projects can take on a new meaning and reconstitute commitments in a new organization.  The policy question in 2008-09 was how federal officials could use public authority to help G.M. and Chrysler (and Ford) to prevail. The Obama administration’s objective was to manufacture high quality products in the United States that were attractive to consumers while employing American workers in conditions that sustain a middle-class lifestyle. The administration connected itself with the industry by employing individuals at its Auto Task Force who were familiar with the debates about industrial relations, corporate governance, and industry restructuring—the practical discourses of organizational life.  It narrated a new history that contrasted selected past practices with current performance and with superior practices demonstrated by more successful organizations, such as Toyota. The administration engaged some parts of the primary agents’ common project—the manufacture of cars for a profit and a livelihood—and brought new authority for changes in the rules of play into the discussion. The administration had the authority to be there and compel other agents to participate, but it announced it would lead rather than command. 

The Practice of America’s Production Systems 
Auto workers and managers always were cognizant in the pursuit of their projects.  During the mid-20th century the core institution of auto governance was pluralist labor-management relations.  The operation of pluralism depended on stable political background conditions that included inter-regional alliances cemented by Democratic Party dominance of Congress and by the leading position of the U.S. in the world financial system. 
  Auto managers, union leaders, workers, industrial relations experts, government regulators, members of Congress, and others all were engaged in various ways in managing the industry during a long course of profitable development from the 1930’s to the 1980’s.  But the production system was fragile rather than robust because the primary players who worked directly for the companies could not control the boundary conditions that otherwise seemed to promise stable relationships and growth. They always assessed their options for improving their performance vis-à-vis each other and in the marketplace. The interactions between governing institutions, organization relationships, and individual action are complex and require vision and choice in everyday life.

The dominant orientation for the primary agents was the image of mass production, which facilitated their relationships and gave meaning to their actions. The common orientation supplied knowledge about how production was organized, a shared language of auto work, a habitual rhythm to hourly, daily and yearly work cycles and contract terms, and expectations about the similarity of condition and action across companies in the industry. There was an appropriate organization for the factory, clearly marked roles, and obvious performance metrics.  These relationships were codified by rules, but the stability of relationships required effort and renewal because boundary conditions were much less amenable to such organizational control. 

Thus mass production was taken to be characterized by certain facts of technology and economies of scale that required bureaucratic hierarchy, extreme task specialization, and strict control of the pace of production.  Each employee’s role was regulated by rules that described precisely what each of thousands of jobs entailed, how the jobs were linked with one another for purposes of promotion and layoff, what pay rates applied, and many other conditions of specific workshops. In the logic of orientation, operational decisions were reserved to managers and the union had no say in decisions about technology, product strategies, supplier relationships, marketing, and investment. The evaluation of a worker’s performance was driven by the overriding fact that the integrated quality of production diminished individual contributions to car building. National contracts specified annual increases in everyone’s wages through cost of living allowances and productivity gain-sharing.  Health and pension benefits were piggy-backed on national tax and welfare policies.
 The wage and work rules stabilized factory life and contributed to the companies’ ability to realize volume sales to sovereign consumers.
  

These routines depended on the actions of many others beyond the factory. Fiscal and monetary policies underwrote increasing incomes for consumers at large, but they did not end business cycles and specific policy debates.  The NLRB managed the union duty of fair representation in cases of race discrimination and the right of employees not to join a union.
 The U.S. strategy of global hegemony defined domestic consensus, but it also committed the U.S. to large foreign military expenditures and unequal trade relations, which created chronic monetary and trade problems.  Increasing returns to scale led to rising industrial concentration and dislocated workers.  Union wages created disparity between those in the core firms and those on the margins, many of whom were members of minority groups and southerners, while guaranteed wages in the core contributed to inflation.
 Wage-price inflation aggravated the pursuit of the U.S. role in the world.  So, throughout the 1960’s Democratic administrations intervened in collective bargaining negotiations and corporate price-making, imposed capital controls, and manipulated government commodity inventories and wage and hour rules. 

The performance metrics in the industry also had characteristic problems that stimulated a search for modifications.  Workers were ensconced in a bureaucratic hierarchy that discouraged their individual contributions, diluted craft skills, and undermined consent. Workers were pressed to work quickly to achieve volume; slowing-down to ensure a better product could be penalized.  The situated nature of consent was revealed when workers stopped working during strikes.  The U.A.W. bargained for time away from work – vacations, personal days off, voluntary overtime, early retirement, and generous attendance rules – and it collaborated with university experts and managers to implement “quality of work life” programs in the 1970’s based on behavioral theories of the firm in order to humanize work and improve job satisfaction.
 

In short, workers, unions and managers collaborated to fashion the practical meaning of Fordism to enable the auto companies to profit and autoworkers to make a good living.  But in the late 1970’s the Japanese auto import surge began. The U.S. companies began to miss their performance targets and Chrysler was saved from bankruptcy by a federal bailout in January 1980.  

Americans Reorient to Lean Production

The newly competitive automobile market is associated with the success of the “lean” Toyota Production System (TPS).  In lean production, a company orchestrates collaborations among a network of suppliers in a disciplined process of tightly coordinated manufacturing and continuous improvement. 
 Firms’ hierarchies are flatter – there are fewer managers and white collar staff – and production workers have greater responsibilities for product flow and quality. 
  Toyota promises to create a work environment that enables employees to be the most productive of the highest quality product they can.  The goal is “reliability of delivery rather than sheer volume”. 
  When Toyota began to manufacture in the U.S., it started to modify its system and integrate the company’s principles of manufacturing with practices that American workers and managers were used to.
 

Three narratives of practice shaped Americans’ perceptions of the lean challenge. Presented here as ideal types that are stylizations of empirical materials, they outline the range of choices that agents considered and acted upon.
  I label them industrial pluralism, unitary management, and codetermination.  Industrial pluralism is stylized from the historical practice of New Deal policies that supported pluralistic labor management in the factories, regulated monopoly, and the Keynesian welfare state. Unitary management references the historical practices of southern state economic development and labor management as well as the Reagan revolution of neo-liberalism.  Codetermination references Toyota in Japan or BMW in Germany, but it is stylized and not a reference to the co-determination law in Germany. It also references historical American collaborative decision-making in garment manufacturing, tool-making, building construction, and printing.  

The narratives all surfaced in the debates about the government bailout of Chrysler in 1980.  First there was the emerging neo-liberal critique of New Deal governance related to stagnant stock share prices, which was stimulation for the corporate governance theory of shareholder value (a referent for unitary management).  Shareholders are the primary constituency for the management of the corporation and maximizing their return on investment is the primary objective.
 The theory justified aggressive action to increase share prices in the short run.  Chrysler’s management was one that came under intense investor pressure in the 1970’s to boost its share price and dividend.  By 1979 the company was virtually insolvent. However, the company was saved by the federal bailout, which also preserved New Deal industrial pluralism. The contested notion was that Chrysler was too big to fail. To New Dealers, big could be efficient and valuable for consumers and the public interest could be secured against “big business” power through regulation. Yet the very success of the Chrysler bailout was considered a terrible threat at the Heritage Foundation, National Taxpayers’ Union, the Business Roundtable, Citicorp, and Lehman Brothers Kuhn Loeb because it violated the market test for firms.
 

The bailout also was problematic from the perspective of codetermination.  Merely guaranteeing loans to Chrysler, as President Carter did, and requiring proportional financial sacrifices from the stakeholders, was to hope that the structural conditions between industry and market would be restored so that no changes in the relationships among the stakeholders had to be made and every group could continue to defend its interests.  Proponents of restructuring argued that the pre-1980 market conditions were not going to return, product market instability was permanent, and pluralistic industrial relations was no longer a competitive format.  But rather than turn to unitary management as the alternative, they proposed flexible forms of industrial organization based on union-management partnerships. The terms of this debate were “quality circles”, “management by stress”, “employee involvement”, “empowerment”, “flexible specialization”, “strategic choice”, and “high performance work organizations”.
 However, in the New Deal narrative of pluralism, partnership invited management cooptation of workers in the company’s plans and, in the unitary management narrative, an attempt to undermine management by imposing social and political goals on the firm. 

The Chrysler bailout debate was settled politically by the victorious Reagan coalition. Where automobile industry organization showed its vulnerability to exogenous change and where the New Deal government demonstrated the political quality of the boundary conditions when it bailed out Chrysler, the market fundamentalism aroused by Reagan made a fetish of the boundary. 
  The administration’s main concessions to the auto industry were negative:  to block increases in fuel economy and compel Japan to limit auto exports.  The Japanese auto companies responded by investing in the U.S.  In 1982, the Federal Trade Commission officially declared the auto markets competitive when it ended its five-year anti-trust investigation of auto manufacturing.
  The companies and the union ostensibly were on their own.

Some leaders in the U.A.W. and the companies began to reorient themselves to lean production. Rather than the uniform economic space of Fordism, there was growing appreciation of the potential of networks of collaboration, organizational skills, on-line teamwork, and external research. Lean reformers were encouraged by outside consultants, but inside their organizations they were factions which faced opposition. 
  Reformers expended time and effort to start new projects, the value of which depended on outcomes, which took time to appear and define, and some reformers were defeated or retired along the way. The companies dis-integrated by spinning off parts production into independent companies, a shift that evolved into a prolonged process of learning how to manage decentralized production networks. 
  The U.A.W. re-opened its contracts and made wage concessions in the early 1980’s, which sparked bitter dissension and useful debates about the meaning of industrial change and therefore about what workers’ interests were in change.  The Big Three each formed joint ventures with Japanese companies. 

The most ambitious project was the joint venture initiated in 1982 by the U.A.W. and G.M. to introduce industry best practices at Saturn.  Saturn’s organizational principle was “joint” union-management operational responsibility in contrast to the bright-line distinction associated with the image of mass production. 
  They located Saturn in Tennessee, a right-to-work state with non-union Japanese factories. The labor agreement created a joint Strategic Action Council whose mandate was company-wide issues and long-term planning and relations with all stakeholders; a Manufacturing Action Council that included the plant managements and the U.A.W. local president and all the vice-presidents who served on the local bargaining committee; Work Units of about a dozen employees with elected leaders which operated as self-managed work teams (with authority for assignments, schedules, working to budget, quality, housekeeping, inventory control, and repairs); Modules made up of several Work Units grouped according to location, product, and technology to which two Advisors were appointed by the union and company; and decision-making committees for Business Units composed of Modules for each of the plants that manufacture the major components (body systems, power train, and vehicle systems).  Hundreds of local union members were assigned to modules that normally were the province of managerial staff, such as operations management, supplier selection, financial analysis, and strategic planning. What emerged at Saturn was “co-management”.
 The Tennessee factory became one of the most efficient and flexible manufacturing sites in G.M. and its cars beat almost all the competition for customer satisfaction in the 1990’s.  


Skill development and pay systems also diverged.  All new Saturn workers received training in their job tasks as well as a broader array of organizational skills, such as team work processes, decision-making, problem-solving, conflict resolution, and the history of the union-management relationship, and business tasks, such as budgeting, scheduling, quality control, record keeping, engineering and job design, experimental design, and data analysis.
 About 20% of workers’ pay was performance-based because the lean logic was that employees were given significant control over their work and responsibility for high performance.  Saturn workers’ pay partly depended on meeting benchmarks for quality, cost, schedule, profitability, and volume. 

For many unionists, the U.A.W. gave up core commitments.  Saturn promised job security only for 80% of the workforce and it violated seniority rules in assignments.  The pay system undermined long-settled notions about equality. The workers’ right to elected representation was undermined because Advisors were appointed, which distracted union leaders from their roles as advocates for worker interests.  Opponents argued that workers could not be held responsible without authority over strategic planning, product decisions, and engineering, all of which were under the control of the top management until the local forced the issue. On the management side, objections were muffled by corporate hierarchy and the lack of independent representation for white-collar staff.  At the corporate level in Detroit, the chief advocates for Saturn met resistance from vice-presidents of the other product divisions who competed with Saturn for investment funds.  Rubenstein and Kochan argued that the signal failure of Saturn was the failure to develop leadership to cultivate “continuous improvement” by on-going benchmarking.  This is something that G.M.’s top managers failed to support.
  In the Saturn local, objections led to contested elections.  But once new leaders took office and new positions were created to handle grievances and the pay formula was revised to make it more like that elsewhere in the company, the core of the innovations continued – co-management and joint self-managed teams.

Saturn demonstrated the value of the new labor-management model, but it did not address all of the problems; it could not. The Clinton administration’s labor law reform debate came to an end when the Republican Party won control of the Congress in the 1994 election. 
  The Saturn experiment was isolated in G.M. and then suspended.  Co-management was not the only possible strategy for the company and the union. The company invested heavily in automated production technology, which contributed to a financial crisis in 1992 and a reduction in funding for Saturn. This crisis led it to close 12 factories and the U.A.W. to demand job security to the point that it lobbied to move the next generation Saturn product to Delaware where G.M. had just closed a plant.
 Finally, the company shifted its strategy to trucks and SUVs in the 1990’s, which avoided head-to-head competition with foreign firms and which turned out to be very profitable until about 2005.  

While the primary agents were activated, the U.S. government had come under the sway of the unitary management narrative that prioritized the capital-allocating functions of managers and investors over all over functions and stakeholders.  The electoral background conditions were reflected in the industrial landscape where battles raged between companies and unions in the 1980’s and 1990’s over company restructurings, most of which were lost by the unions.  Autoworkers could see that contractual security was more important than ever because the political environment was hostile to unemployed workers, including even autoworkers who took buy-outs.
 The American-based companies’ market share was cut to half from 1980 to 2008.  The U.A.W.’s membership shrank from 1.5 million members in 1979 to 392,000 in 2009.  At the same time, the companies made a lot of money during most of those years after 1980 and a shrunken cohort of workers made a good living.  Yet before the Great Recession began, the American companies had all begun to lose huge amounts of money. In 2008 they were teetering on the edge of bankruptcy.  

Narrating the Crisis  

President Bush announced on December 19, 2008 that $17.4 billion from the TARP fund would be used for emergency loans to G.M. and Chrysler, plus about $7 billion for their finance companies, Chrysler Financial and GMAC.
  In January and February, G.M. and Chrysler submitted business plans to the Treasury that had been required by the December loan agreements in order to ask for additional federal aid.  President Obama’s Auto Task Force declared the plans unacceptable, gave each company a new deadline for better plans, and then, when it got them, led each company into a managed bankruptcy. The federal government committed an additional $8 billion to Chrysler-Fiat and $30 billion to the new G.M.
 

Unlike the 1980 bailout of Chrysler, President Obama mobilized his administration to transform the industry.  The President said “decade after decade, we’ve seen problems papered over and tough choices kicked down the road, even as foreign competitors outpaced us….Now is the time to confront our problems head-on and do what’s necessary to solve them.”
  Obama drew upon the expertise embodied in the networks that helped bring him to power and he used his position to promote a narrative of the crisis and solution.  Obama’s narrative was a critical resource for restructuring because the complex situation engendered multiple alternative interpretations that expressed themes of pluralism, unitary management, and codetermination.  Obama assembled some of these themes into a broader vision of a renewed American economy and he decisively favored the reformers in the companies.  

Opponents of the bailout argued that the marketplace had determined that the companies were losers. The Wall Street Journal argued in December 2008 that American consumers did not need the American-based companies because they already had decided to buy Japanese cars.
 A chart accompanying the Journal’s editorial illustrated the dramatic shift in sales between American and foreign-based companies, but the chart showed only cars.  The editors surely knew that many American consumers switched to trucks and SUVs (which are built on truck chassis) in the mid-1990’s.  Car sales peaked in 1986 while total vehicle sales continued to climb. At the time of the Journal’s editorial, the American-based companies had a 51% market share.  In 2008 consumer demand collapsed for all companies, domestic and foreign. The annual production capacity of domestic plus foreign auto companies in the U.S. was about 17 million vehicles in 2008, but consumer demand dropped in early 2009 to an annual sales rate of under 10 million. That is why even Toyota lost money.
  A related theme appeared in the argument that regulators had failed to resist interest group pressures from the auto companies on fuel efficiency. Political influence – the capture of the regulatory institutions by the industry – stymied consumer interests, but now the government should compel Detroit to produce electric cars. Obama articulated a link between the auto rescue and re-building the economy that aspired to shift the rescue to a broader conception of innovation and security. The administration acknowledged the changed composition of the product market:  it pressed the U.S. companies to sharply reduce their production capacity, but the president promised that “the United States of America will lead the world in building the next generation of clean cars”. 
  The American Recovery and Reinvestment Act of February 2009 included subsidies for purchasers of electric cars as well as for developers of battery technologies. In April 2009, President Obama set out “five pillars” for a growing economy:  new rules for financial firms, investments in education to “make our workforce more skilled and competitive”, investments in renewable energy industries, healthcare reform, and long-term fiscal prudence.
 

It was equally important to change the work orientation of the primary agents.  To management and industrial relations experts, the unpredictability of consumer demand suggested that manufacturing flexibility – process – rather than particular products was the key to viability.
  The foreign companies had a more diverse product mix and a flexible factory organization that could handle instability and, thus, their bottom lines were not as affected.
  The potential for quality improvements if the companies shifted from their old mass production orientation to volume was detailed in studies by scholars associated with International Motor Vehicle Program at M.I.T., the Wharton School, the University of Michigan’s Center for Automotive Research, the Michigan Technology Institute, Case Western, and the Brookings Institution.
  Their argument was that the failure to manufacture quality vehicles led the U.S. companies to discount prices and seek fleet sales.  A strategy that emphasized cost reduction would lead to more production shifted to Mexico.
  Improved quality could raise prices and profits.  Workers and plant managers had shown that they could adapt lean production techniques, but the commitment of corporate leadership was still problematic. The quality argument became incised in the cost reduction plan of the Auto Task Force.
  Product and process quality was a goal of teamwork among workers and managers, manufacturers and suppliers. The administration replaced top managers, invested in suppliers, and placed limits on outsourcing. 
 
Bailout opponents in the U.S. Senate argued that the crisis proved the superiority of the south’s unitary management model because the crisis was precipitated by the U.A.W.’s push for wages that drove up the cost of vehicles to noncompetitive levels. 
  In fact, in 2007 the U.A.W. made major concessions in collective bargaining agreements to bring wage rates down sharply for certain categories of jobs and cut costs.
  As a result, G.M.’s average hourly costs were about $50 compared to $47 at Toyota.
  The greater difference between union and non-union companies was the “legacy cost” of 60 years of public policy support for employer-based health and pension benefits.
  The 2007 auto contracts addressed the health care costs by creating “voluntary employees' beneficiary associations” (VEBAs), which allowed the companies to buy-out their long-term obligations with short- and medium-term payments to a union-controlled benefits fund.  These contractual obligations to the VEBAs and the strategic purpose which they served in the long-run revival of the companies were transformed in rescue into a 55% union ownership stake in Chrysler and a 17.5% stake in G.M.
  But the anti-pluralists invoked the image of the vindicated South whose resistance to the New Deal had now been proven correct.  The Wall Street Journal explained that the foreign-based companies “made sure not to get saddled with” employee benefits by locating in what it called “investment-friendly states. The South proved especially attractive, offering tax breaks and a low-cost, non-union labor pool”. It emphasized that “Mississippi, Alabama, Tennessee and South Carolina—which accounted for a quarter of U.S. car production last year—are ‘right-to-work’ states where employees can’t be forced to join a union”.
  Yet the southern narrative of opposition to federal intervention in markets was never about opposition to government intervention per se; it is specifically federal intervention that might upset state-level social policy that earns southern scorn.
  Soon the opposition leader, Senator Corker (R, TN), was compelled to update his perception of industry organization because networked auto suppliers served both union and non-union manufacturers, and therefore the union would survive, but he vowed that “the U.A.W. will get their wages rationalized to where we are paying exactly the same, not a penny more, to what the transplants are making…”
 

When Obama stipulated that best practice was the non-union auto companies in the American south, it may have seemed to abandon the New Dealers’ commitment to pluralist industrial development, but this was not a simple vindication of the old south’s unitary management.  Instead, the meaning of the regional differences was given a new interpretation by Obama because his administration articulated a different lesson from the crisis. It was not the southern employers but the Japanese who perfected the bundle of manufacturing techniques that create high performance work organizations.  When Obama emphasized a new spirit of factory teamwork to satisfy public needs, this was no acceptance of the New Deal binary but, instead, something like the transcendence of it.
  Teamwork is a challenge to G.M. and the U.A.W., but it is also a challenge to historical southern social and labor institutions and the companies that have grown up under their protection.  The president of the U.A.W., Bob King, who took office in June 2010, stoutly praised the transformations of the union’s relationship with the American companies and put the transplants on notice that, now, the unionized companies had best practices that exceeded their own in the area of employee representation.  The U.A.W. promised to aggressively seek unionization at the non-union companies.
 Auto manufacturing will survive in the U.S., but how will it be oriented?

The crisis debate drew on the three ideal types, but practice exceeded the models.  The Bush administration violated its principles and the Obama administration was presented with a task it never sought. The Auto Task Force became the superintending authority for the auto agents who had already demonstrated their capacity for reform in the old regime, who were now engaged in more radical reforms whose long-term outcomes are not known. 

The Auto Industry Rescue

The White House helped the companies fulfill what the Detroit 3 had not been able to accomplish alone.  The Task Force drew upon the new expertise in industry restructuring that had developed since the 1970’s in management consulting, investment and private equity banking, university research centers, and think tanks and it had the political leverage to make those knowledge resources available to the industry agents who were willing to become partners to achieve their goals. The rescue was nominally headed by Timothy Geithner because Treasury managed the TARP funds and by Lawrence Summers at the National Economic Council, but the Task Force was run by a staff led by private equity bankers and industry restructuring experts from the private sector. Steven Rattner became the chief of staff and Ronald Bloom was the deputy chief. Rattner was a private equity banker and managing partner of Quadrangle; before that he was deputy chairman of Lazard Freres.  He was an active New Democrat Clinton supporter. Bloom got his start with Lazard Freres and later formed an investment firm with Eugene Keilin and worked on projects at large companies, such as U.S. Rubber and Eastern Airlines, before going to work for the United Steelworkers Union to help restructure the steel industry. 
  Lazard was the advisor to the U.A.W. during the auto rescue.  In addition to the Lazard alumni, the Task Force relied on management consultants and finance specialists from Boston Consulting Group, McKinsey Global Institute, and Rothschild. The Auto Task Force did not run the factories or pick products and set their prices, but an internal report advised the President that it would be deeply involved in picking the leadership teams in the companies.
 

The elements of the administration’s restructuring plan were:

· Keep automobile manufacturing a viable sector in the U.S.  The benchmark is Toyota. The administration set goals for each company for employment in the U.S.

· Unions would survive as partners of the restructured auto companies once they agreed to substantial worker concessions on pay and health benefits.   

· Re-orient labor-management contracts to break down the bright line distinction between management and labor to focus on strategic and production cooperation among workers and managers. 

· Once labor costs were re-set and the size of the companies was adjusted, discourage the managers from competing on the basis of further labor cost-cutting and shifting production to Mexico. 

Rattner, Bloom and their colleagues assumed the strategic planning function just as they might have in a private restructuring.  They superintended the players – the creditors, government agencies both domestic and foreign, the board of directors, the CEO, and the union leadership.  They made clear that continued financial support was contingent on progress.
 The Task Force’s “viability assessments” focused on adjustments to product mix and design, manufacturing flexibility, purchasing, and dealer networks.
  The Task Force left it to the OEMs to push the suppliers for quality.

The administration’s monitoring was informed by the post-1970’s debates, but the President gave codetermination a greater voice. 
 The Treasury was primarily concerned about protecting the “commercial” interests of the taxpayers’ investments and loans to the companies.  As the GAO later reported to the Congress, 

“Treasury developed several principles to guide its role [according to which] Treasury plans to oversee its financial interests in a commercial manner….Treasury officials stated that they…would make an appropriate determination to maximize the taxpayers’ return.” 
 

Treasury resisted “external pressures to focus on public policy goals” such as “job retention”. The Treasury’s view was that the government should have the same goals as those that companies are supposed to have toward their investors – now including citizens-as-investors—which is to maximize shareholder value. This view is what officials believed made Treasury’s actions not political.
  Even Rattner had doubts about the application of the shareholder value to G.M., in part because he was impressed by the new capabilities at the factory level.
 Whatever the government did – including shareholder value – was a commitment to a social vision.  In a critical meeting about whether to save Chrysler, the Task Force was split and the C.E.A. was opposed.  The President made the decision to save the company and workers’ jobs despite a “commercial” argument that a Chrysler liquidation would help G.M. and Ford survive.
  The agreements between the U.S. Treasury and the auto companies stipulated goals for future domestic production and employment.
  

The administration saved the union by seeking better collective bargaining agreements and it preserved most of the pension and health benefits for incumbent employees and retirees.  The auto companies themselves resisted the unitary management assumption that they should fight the union on benefits because “these guys you’re dealing with are the ones who build your products”.
  The administration gave new authority to the internal alliances around U.A.W. president Ron Gettelfinger, who fought to save jobs, but who also agreed to convince members about the new strategic cooperation.  Starting pay was cut dramatically and performance-based pay may increase over time.
  Hundreds of job classifications were collapsed to make job assignments and responsibilities more flexible. The companies and U.A.W. collapsed production worker jobs into two classifications, team member and team leader; the Task Force pushed to reduce skilled trades jobs into two or three classifications.  Union members agreed to a no-strike clause.  These changes earned strong opposition from some autoworkers, but most members voted for the changes.
 

The government rescue re-created the consumer market.  Contrary to commentary that consumers would shun government-controlled companies’ products, the American companies thrived.  Wall Street Journal stories about G.M.’s initial public offering of stock typically included the refrain that the company badly needed to escape the taint of “government motors” in order to win back consumers. But the bailout did not harm the company’s popularity with consumers. The rescue drew intense observation to the American companies.  Consumer curiosity led them to discover the great strides they were making in the product quality.
  The J. D. Power & Associates quality study in summer 2010 showed that domestic makes’ reliability outperformed all others for the first time in 24 years, except for certain luxury models, and the Detroit 3 had regained market share. 

Yet the general economic crisis was worse than the President’s advisors predicted in 2009 and, as with many of the President’s ideas, including his one-time support for the Employee Free Choice Act that might have aided unionization in the south, legislative proposals were blocked by Republicans or watered down, as happened with the Graduation Initiative to boost technical education at community colleges. 

Conclusion

The auto industry rescue revealed a codetermination dimension in American politics that is different from interest group adjustment and market-based corporate-led coordination.  First, the institutional presidency may empower a president to act when his authority is enhanced by the broader network that brought him to the office.  In Obama’s case, the presidential coalition included significant new resources from private equity banking and management consulting, which had been developing new capabilities since the industry policy debates of the 1980’s.  These groups extended support services to the White House for the restructuring and enabled the mostly successful rescue. The president excelled at governing the industry’s alliances.

Second, workers and managers in the companies have choices to make every day in their work with others in a structured project (manufacturing automobiles in a particular way) that orients their cooperative action to get the work done. The logic of practice counts more than the rules that regularize their interactions when problems inevitably arise.  The agents must perceive what the new situation is and confer about how to handle it.  In this pragmatist conception, organizations are always evolving in some degree.  When the Japanese suddenly showed up in the late 1970’s, the U.S. auto companies and the U.A.W. greatly accelerated the exchanges of information and strategies across the alliances of workers and managers.  This learning process included partnerships between each of the U.S. companies and a foreign auto manufacturer.  While the primary agents were activated, the political background conditions of the Reagan years authorized unitary management and reinforced the boundaries between state and economy and workers and managers. It was only when the Bush administration acted in the 2008 crisis that the opportunity was created for Obama to re-engage the broader reform debate and use his authority to facilitate a partnership of the reformers in the union and companies to restructure the auto industry.  

Obama’s discursive leadership was perlocutionary because the mode of reform he favored depends on actions by other agents. 
  His goals required further conditions to exist in order to achieve their effects:  citizen actions rather than government edicts. Presidents of course are not free agents; they operate in a densely populated organizational environment that includes organizations in the economy as well as political and bureaucratic ones.  Yet the President’s judgment about what can be changed and what can be redirected to new goals gives substance to his narrative of his place in this environment and makes sense for others about what his governing project is about if they choose to act or not.  Obama’s narrative of the auto rescue went well beyond the industry’s financial crisis to invoke possibilities in energy policy, industry development, health, education, and community building.  The industry could be renewed if workers and managers addressed their responsibilities to respond to public demands; the government stood ready to be their partner in this new industry.  President Obama set out to re-create a middle class public that supports a high performance economy and an effective public sector, but the critical need was to link his discourse of inclusive reform with a political method of public deliberation and action.
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