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The Status of the

uto
By Dr.C.R.In(Buzz) Canup

The global automotive industry is facinga crisisunlike
anythingeverseen.OverallannualsalesintheUnitedStates,based
onnumbersreportedforFebruary2009,areforecastto fallbelow10
millionunitsfor the first time in 27 years.Thisis morethana 30
percentdropin overallsalescomparedto thepreviousyear.Ifsales
withintheU.S.droptoanannualizednumberofunder9 millionunits,
it wouldrepresentthe first timeeverthat Chinawouldsurpassthe
UnitedStatesintermsof monthlysales.

Some of the first vehicles produced at the
General Motors Baltimore Assembly Plant.
(GENERAL MOTORS PHOTO)

Just a few of the higWights of recent de-
velopments: automotive sales for 2008 fell
at the fastest rate of the past 34 years; for
February 2008, compared to a year earlier,
GM was down 48.9 percent, Ford down
40.2 percent, Toyota down 39.1 percent,
Honda down 33.5 percent, and Nissan
down 54 percent.

And the numbers will probably get
worse before they get better. The industry
that has long been considered the king-pin
of all manufacturing has been brought to
its knees and is struggling to get up. The
impact of the current economy and the cur-
rent state of the automotive industry is not
limited to the Big Three. All manufactur-
ers, foreign and domestic, are being im-
pacted on a global basis.
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AutomotiveEmployment
Statistics

The loss of jobs in the U.S. has been un-
surpassed. The Bureau of Labor Statistics
reported that in January 2008, 951,200 per-
sons were employed in motor vehicles and
parts manufacturing. Employment for Jan-
uary 2009 was reported at 754,100, a loss
of 197,100 jobs injust 12 months, or over
20 percent. But motor vehicle and parts
manufacturing jobs are not the only jobs
impacted. The BLS also reported the loss
of an additional 170,000 jobs among vehi-
cle and parts dealers, i.e., the sales and dis-
tribution arms of the industry and the after
market.

But even these numbers - as staggering
as they are -do not tell the whole story.
One of the reasons the industry has long
been held to be the crown jewel of all
prospects in economic development is the
multiplier effect of direct employment.
Most analysts agree that the number of in-
direct and/or induced jobs ranges between
three and six for every direct job created
within the industry. If the inverse of this
relationship is true, then the loss of 197,100
jobs is even more staggering. Two hundred
thousand jobs (Continued on page 26)
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at a weighted average of $25 per hour
working for a fullyear represent$10.4bil-
lion in payroll.

The automotive industry has become
nearly stagnant in one of the shortestperi-
ods of time in history.Consumersarehold-
ing on to their current vehicles for more

than a year longer than in recent years, and
many are reluctant to buy new cars when
their own job may be in jeopardy. An
anomaly is that used cars are actually in-
creasing in value compared to new cars
which are decreasing in value.

The current state of the automotive in-

dustry has had a catastrophic impact on in-
dustry employees, automotive suppliers,
automotive dealerships and consumers -
not to mention its impact on the economic
conditions of states, counties and commu-
nities. We have seen plant closures and job
losses that stagger the imagination. We
have seen state, county and city tax rev-
enues tumble.

TargetedPredictions
But where is all of this headed? No one

can predict the future. But we can make a
critical analysis of current and past events.
And we can make some fairly targeted pre-
dictions about the direction the automotive
industry will take in the future:

Mergers, acquisitions and divestitures
will dominate the landscape for the near
term.

Over the past 15 years we have wit-
nessed unprecedented acquisitions by Gen-
eral Motors, Ford and others, not only
among each other and but also among au-
tomotive suppliers. Companies by the
name of Jaguar, Land Rover, Saab and
Volvo were bought, but retained product
identity. Nissan was purchased by Renault.
General Motors spun off Delphi, and Ford
spun off Visteon. Delphi has been work-
ing in bankruptcy since 2005, and Visteon
is seeking financial assistance from both
Ford and the government.

Just recently, Fiat announced they had
obtained a 35 percent stake in Chrysler-
and no upfront cash. It has just been re-
ported by Der Spiegel in Germany that
BMW and Daimler are swapping 7 percent
ownership in each other in an unprece-
dented move. Only last year, Jaguar Land
Rover was purchased by Tata Group of In-
dia from Ford.

Companies will (Continued on page 28)
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