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Executive Summary

¢ Although the Biden Administration has positioned itself as one of the most pro-union in U.S. history, it
has done little to reverse a paradox of labor trends: Union membership is still on along decline, while
strike activity and idleness have seen a marked increase, showing that organized labor has struggled to
come to agreements with management.

e Thistrend is perhaps best exemplified by the threatened strike of the International Association of
Machinists (IAM) —one of Boeing’s largest unions — against the aircraft maker, although the tentative
agreement may indeed be ratified before this week’s strike deadline.

e While past IAM strikes have not had a substantial effect on Boeing' s revenue, the ripple effects of thisor
afuture IAM strike against Boeing could indeed create significant disruption for the local economy and
reverberate throughout the national supply chain.

Introduction

The Biden Administration has touted itself as one of the most pro-union administrationsin U.S. history, with
President Biden becoming the first sitting president to join a picket line at the United Auto Workers strike in
September 2023. Y et Biden's policies do not seem to have significantly affected union membership rates, which
have been in steady decline since the mid-twentieth century. Union membership is down to 10 percent in 2023
compared with 11.3 percent in 2013, 12.9 percent in 2003, 15.7 percent in 1993, and 20.1 percent in 1983,
halving over 40 years.

Moreover, strike activity has been increasing in recent years, demonstrating organized labor has struggled to
come to agreements with management. In 2018, 2019, and 2023, over 400,000 workers were involved in maor
work stoppages. (The years 2020 through 2022 had diminished strike activity, likely due to the COVID-19
pandemic.) In the 15 years from 2003 to 2017, the average number of workers involved in major work
stoppages was only about 87,000, with the highest number still under 200,000. More than 450,000 workers
participated in strikes in 2023, possibly indicating alarger trend of greater union activity.
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With union strike activity on the rise again, a new challenge looms for one company of sectoral and overall
economic significance: On July 17, 2024, Boeing's largest employee union voted almost unanimously to
authorize a strike. Boeing is among the world’ s largest aerospace manufacturers and defense contractors, and
one of the largest exportersin the United States.

The union, the International Association of Machinists and Aerospace Workers District 751 (IAM), is made up
of around 32,000 members, and is looking to secure higher wages, the revival of a pension program eliminated
in 2014, and the assurance that future planes will be built in Washington state. While a preliminary agreement
has been reached, it has not been ratified, and the potential for a strike remains. IAM members are scheduled to
vote on September 12 and could still strike on September 13 if they reject the proposal.

Since the first agreement between the IAM and Boeing in 1936, machinists have staged seven strikes: in 1948,
1965, 1977, 1989, 1995, 2005, and 2008, approximately once every 12 years. The last strike was 16 years ago
and lasted 57 days. While past IAM strikes have had relatively little effect on Boeing’s revenue, the ripple
effects of afuture IAM strike against Boeing could indeed create significant disruption for the local economy
and reverberate throughout the national supply chain.

Comparison With Impact of 737 Max Groundings

Given Boeing' s prominence, interruptions to its production can significantly impact the U.S. economy. In a
recent example in March 2019, the Federal Aviation Administration (FAA) ordered the Boeing 737 Max to be
grounded following two crashes involving the aircraft. The Trump Administration clamed that the grounding
“subtracted 0.4 percentage point from second quarter annualized real growth.” The incident also cost Boeing at
least $20 billion in direct costs. The FAA lifted the grounding order in November 2020.

But the grounding of the 737 Max is not entirely analogous to a strike. The grounding order lasted for 20
months, whereas IAM strikes have lasted an average of 58 days. Moreover, Boeing continued producing aircraft
during the grounding order, albeit at a reduced rate, and did so until January 2020, when it fully suspended
production. While a strike fully halts production, the relatively shorter duration means that costs generally arise
from delays in fulfilling orders rather than cancellations. On the other hand, at least 448 orders for 737 Max
planes were canceled due to the grounding.

The grounding order demonstrates that disruptions in Boeing’ s production can cause significant wavesin the
economy. An unusually long strike thisfall, or in the future, could theoretically approach this kind of impact,
but accounts of previous strikes point to a different, less costly outcome.

A Brief History of IAM and Boeing Strikes

1948

Thefirst IAM strike started on April 22, 1948, over concerns regarding pay and seniority rules. Contract
negotiations began in early 1947, with Boeing aiming to remove seniority provisions and the lAM seeking to
protect seniority provisions and to secure a 10-cent per hour wage increase.

The lAM accused Boeing of not negotiating in good faith and authorized a strike on May 24, 1947, but did not

follow through. Boeing attempted to renegotiate, but the two parties could not reach an agreement for several
months. The IAM struck Boeing on April 22, 1948, but the union was ultimately unsuccessful in securing their
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demands due to intervention by therival International Brotherhood of Teamsters, which helped Boeing recruit
strikebreakers. The National Labor Relations Board (NLRB) demanded that the company cease bargaining with
the Teamsters, but Boeing stayed the course.

The strike ended unsuccessfully on September 13, 1948, largely due to the interventions by Teamsters. The cost
of the 140-day strike was over $2 million, approximately $25.6 million in today’ s dollars. Boeing accepted the
workers back asit was also paying $172,000 daily in fines from the NLRB. Thisfirst strike was the longest
ever, and the only one to not end in an agreement between Boeing and the IAM.

1965 and 1977

The next two strikes followed a similar pattern. Thefirst in 1965 came after a period of turbulence in relations
between Boeing and the IAM. Initial contract negotiations opened in July 1962 and lasted for 10 months.
Workers were after pay increases, improved benefits, and union security, among other demands.

On September 1, 1962, the IAM authorized a strike to occur on September 15, when the previous contract was
set to end. It did not occur, as President Kennedy requested that both parties extend negotiations. A new strike
deadline was set for January 25, 1963, but the president once again delayed the strike until April 15. Just afew
hours before the deadline, Boeing and the IAM came to a new temporary agreement, scheduled to expirein
September 1965.

In the summer of 1965, negotiations opened again and the IAM hoped to secure the provisionsit had not
received in 1963. Thistime, the union could not reach an agreement with Boeing and began striking on
September 15, 1965. With intervention from federal mediators, the parties resumed negotiations on September
20 and reached an agreement on October 4, just 19 days after the strike began.

The 1977 strike played out similarly. Negotiations began on August 1, 1974, and by the end of September,
resulted in athree-year contract set to end on October 3, 1977. The IAM sought sustained wage increases and
improvements to the pension program.

Once again, negotiations fell through in 1977. The IAM strike began on October 4, 1977, one day after the
previous contract had terminated. The IAM and Boeing were able to reach an agreement 44 days later on
November 15, 1977.

1989

The 48-day strike occurred during a period of increased production for Boeing. The company had ordersto
produce 1,603 planes over the next few years, leading it to manufacture planes at about four times the pace of
just two years prior. Consequently, many employees were working seven-day weeks and mandatory overtime of
up to 200 hours every three months.

The 1AM began striking on October 5, 1989, hoping to gain increased pay and a reduction of mandatory
overtime. Over the next 48 days, the IAM and Boeing negotiated a contract that was eventually accepted on
November 22, ending the strike. Leaders of the IAM claimed that the contract was “the best reached for
machinistsin decades,” as it achieved the wage increases and overtime reduction it wanted.

The strike cost Boeing approximately $2.5 billion in lost revenue, approximately $6.2 billion in today’ s dollars.
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In 1988, Boeing made $614 million in profits from $17 billion in sales.
1995

The 1995 strike occurred largely dueto IAM concerns over health care benefits and overseas workers. The IAM
rejected a new contract offer and struck on October 6, 1995. After a 69-day strike, it came to an agreement with
Boeing on December 14 that included some concessions on health care and job security for workers affected by
overseas subcontracting.

Boeing could withstand a strike due to a recovered but not overly high demand for aircraft and an already
slower delivery schedule. Upon the end of the strike, Boeing stock reached its then-highest price.

2005

Inits 2005 strike, the IAM targeted familiar issues of health care, pensions, and overseas subcontractors.
Contract negotiations failed after three months, leading the IAM to strike on September 2, 2005. Amid concerns
over the impact on production timelines and competition from Airbusif the strike were to go on for too long, the
IAM came to an agreement with Boeing 28 days later on September 30.

The strike was estimated to have cost Boeing about $1 billion. Instead of ramping up production to account for
the delay from the strike, Boeing shifted its delivery schedule, causing long-lasting financial impacts.

2008

The 2008 strike came during a surging demand for planes and a record backlog of almost 3,700 planes for
Boeing, making it another costly strike. The strike mainly centered on issues of overseas subcontracting and job
security. The IAM struck on September 6, 2008, and came to an agreement with Boeing 57 days later on
November 1, addressing the concerns surrounding job security, health care benefits, and wage increases. The
strike cost Boeing approximately $1.3 billion.

Impact of Strikeson Boeing Revenue

The table below shows the percent changesin Boeing' s revenue over the five years surrounding each strike. The
first column shows the percent change from two years before the strike to the year before the strike; the second
column shows the percent change from the previous year to the strike year; the third column shows the percent
change from the strike year to the next year; and the final column shows the percent change from the next year
to two years after the strike. There is no data available for 1979.

Percent Change Between Percent Change from Y ear Percent Changeto Y ear After Percent Change Between Next
Previous 2 Years Before Strike Strike 2Years

1948 55% 485% 126% 7.1%

1965 0.2% 2.7% 16.5% 22.2%

1977 5.4% 2.6% 35.9% -

1989 10.4% 19.6% 36.1% 6.2%

1995 -13.8% 50.4% 7.6% 29.2%
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2005 4.2% 4.3% 14.7% 7.9%

2008 7.9% -8.3% 12.1% -5.8%

Data comes from Boeing’s Annual Reports to Sockholders.

All strike years except for 1948 and 1995 displayed slower growth from the previous year compared with the
following year, but there is no clear trend over the five-year period. The numbers for 1948 may be aresult of a
post-war decrease in manufacturing followed by arecovery that outweighed the effects of the strike. Boeing
also reported significant delivery delays in 1947. The negative change from 2007 to 2008 islikely in part dueto
the financia crisis.

While strikes, especially recent ones, have been costly, thereis no clear trend in how they have affected year-to-
year revenue. This may be because Boeing generally delays orders rather than losing them, so their revenueis
time-shifted rather than diminished.

Why Now?

The 2008 strike resulted in afour-year contract set to terminate in 2012, but that was ultimately extended twice.
During new contract negotiations in 2011, Boeing threatened to start manufacturing its 737 Max outside
Washington state. Boeing had already built a new plant in South Carolina, where it began manufacturing its 787
Dreamliner planes outside Washington for the first time in 2009. In 2011, the NLRB asserted that this decision
to move out of Washington constituted illegal retaliation against the IAM for its decision to strike. The case was
withdrawn upon the lAM’ s request following approval of the contract extension between the IAM and Boeing
in 2011.

Much of thisissue centers around the difference in legal environment on labor issues between South Carolina
and Washington. South Carolinais a“right-to-work” state, which meansit offers protections for workers who
choose not to join unions. Washington is not a right-to-work state. In 2009, South Carolina had the third-lowest
union membership rate in the country at 4.5 percent (2.3 percent in 2023, now the lowest in the country), while
Washington had the fourth-highest rate at 20.2 percent (16.5 percent in 2023). In addressing the move, Boeing
emphasi zed its desire for new avenues of investment and production, but also acknowledged struggles with
union negotiations as a motivator.

Boeing used the same strategy during contract negotiations in 2013. The company warned the IAM that it
planned to relocate production of its 777X unless the IAM agreed to another extension. The IAM initialy
rejected the agreement, but accepted it in are-vote on January 3, 2014. The contract is set to expire on
September 12, 2024, after which workers can strike if an agreement is not ratified.

On July 17, 2024, the IAM passed a strike sanction vote with 99.9 percent in favor. This measure allows
workers to start receiving benefits without delay in the event of astrike. The IAM’s current demands include
wage increases, restoration of the pension plan removed in 2014, improved health care benefits, an end to
mandatory overtime, and for the next airplane program to remain in Washington. The last point islikely in
reaction to Boeing’ s warning in the 2011 and 2013 negotiations.
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The lAM has stated that it also hopes to secure improved quality and safety measures, among them more quality
inspectors, in manufacturing. This comes amid concerns regarding the safety of Boeing aircraft, highlighted by
two 737 Max crashesin 2018 and 2019.

While a strike may be narrowly avoided with a preliminary deal, the agreement still requires ratification by the
union’ sworkers. Considering the cost of the previous two strikes, combined with legal troubles related to
manufacturing issues, a strike at this juncture could be particularly damaging. On July 7, 2024, for instance,
Boeing agreed to plead guilty to acriminal fraud charge related to the two 737 Max crashesin a plea deal that
has not yet been approved by afederal judge. As part of the plea deal, Boeing would have to pay a $243.6
million fine and invest an additional $455 million into its compliance and safety programs. It remains to be seen
if the IAM will be willing to come to the table to avoid a strike, given that several years have passed since the
last contract negotiation extension.

Larger Implications

An |IAM strike against Boeing would likely have a notable economic impact. Not only would an |AM strike
have a substantial effect on Boeing's operations but it would also affect the local economy and supply chain.
For example, Boeing paid over $200 million in state and local taxes in Washington in 2022. Meanwhile, the
company claimsthat it spent more than $2.25 billion with suppliers across the state. Undoubtedly, a strike,
especialy along one, would have ripple effects on Washington and the rest of the country.

An |AM strike could also be viewed as part of alarger trend of increased strike activity. More workers are
participating in stoppages, and resulting idleness has also gone up. In 2023, work stoppages resulted in over 16
million days of idleness, the most since 2000. No year between 2000 and 2023 had more than 4 million days of
idleness from work stoppages.

Such high levels of idleness are costly. The United Auto Workers strike, which began in September 2023 and
lasted six weeks, heavily contributed to increased strike activity and idleness that year. With about 50,000
participating workers, it is estimated to have cost Ford, GM, and Stellantis atotal of $3.6 billion in lost revenue.

Conclusion
The current Boeing and |AM negotiation is merely the latest in a multi-generation push and pull between a key
U.S. manufacturer and one of its primary labor unions. It isalso just the latest example of alooming, large-scale

strike that could have notable economic impact, contributing to decreased productivity, dropsin revenue, and
economic uncertainty for the company, workers, and the broader economy.
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