
State of U.S. Auto Industry 
 
 

• The U.S. auto industry has been hard hit by the credit crisis. 
o Carmakers can’t get credit to complete their restructurings and put new 

advanced technology vehicles into production. 
o Customers can’t get credit for new cars and other purchases, and 

consumer confidence has fallen to an all-time low. 
o Suppliers are losing business and can’t get credit to keep them afloat 

until the industry recovers. 
o Dealers can’t get credit to finance inventory and other routine business 

needs. 
 
 

• Prior to this crisis, the U.S. auto industry was aggressively and 
successfully restructuring.   

o The industry has invested $10 billion in U.S. plants and equipment each 
year.1 

o U.S. based companies have closed the productivity gap with leading 
imports.2 

o Ford and GM have all but closed the quality gap with Asian carmakers.3 
o New labor agreements will make U.S. manufacturers’ labor costs 

competitive with the transplants by 2010. 
 
 

• GM has been in the process of building a winning auto company for the 
long term.  These efforts are threatened by a severe downturn in sales and 
a sharp drop in revenue caused by a widespread economic and credit 
crisis. 

o GM is focused on building sustainable success, not short-term results. 
o New GM vehicles such as the Saturn Aura, Cadillac CTS, Chevy Malibu 

and Buick Enclave are getting great reviews from the experts and 
enthusiastic support from customers. 

o GM is committed to leading in the development of advanced propulsion 
technology, including breakthrough technologies like the Chevy Volt 
extended-range electric car. 

o At the same time GM has been creating these award-winning vehicles, 
the company has been taking tough action to cut costs – our cumulative 
structural cost reduction from 2006-10 will be approximately $13-14 
billion. 

o GM has been streamlining its U.S. operations.  It has reduced its U.S. 
salaried workforce from 44,000 in 2000 to 32,000 in mid-2008, and its 
hourly workforce from 132,000 to 72,000 during the same period. 

o In response to the recent economic crisis, GM is further tightening its belt.  
The company recently took additional actions to reduce salaried 
employment costs by 20 percent, eliminate raises and discretionary 
bonus for executive and management employees, and suspend the 401k 
match for salaried employees. 

 



• The long-term security of the U.S. requires a strong auto industry and 
strong domestic R&D programs. 

o The auto industry will play a critical role in diversifying our energy sources 
away from imported petroleum. 

o The U.S. should not trade its dependence imported oil for a dependence 
on imports of critical technologies – batteries, biofuel technology, 
advanced internal combustion engines and transmissions, hybrid 
systems, and fuel cells. 

o The U.S.-based auto industry is second only to the semiconductor 
industry in R&D spending -- $12 billion last year alone.4 

 
 

• Federal assistance to help the U.S.-based carmakers through this historic 
downturn is a good investment in America’s future. 

o Potential cost for supporting loans to the industry would be a fraction of 
one year’s lost tax revenue should the industry collapse.5 

o Because of pent-up demand, the industry should recover quickly once the 
economy improves, implying a fast payback for loans and interest. 

o A healthy auto industry is an engine for creating the jobs, the new 
technologies, and the global business growth that America needs if it is to 
remain a great power. 

 
 

• What happens to the U.S. auto industry matters on Main Street. 
o There are some 14,000 U.S.-brand dealers in cities and towns across the 

country6, employing approximately 740,000 people, with a total payroll of 
some $35 billion.7 

o U.S.-based companies have 105 assembly and component plants in 20 
states, including such “non-auto” states as California, Texas, Kansas, 
Louisiana and Maryland.8 

o The three companies purchased $156 billion in parts, materials and 
services, supporting jobs in all 50 states.9 

o The companies provide benefits for 775,000 retirees and surviving 
spouses, and provide health care benefits for 2 million.10 

 
 

• Automotive manufacturing is a 21st Century growth industry, and the U.S. 
needs to earn its share.  

o A strong U.S.-based industry lets America benefit from global growth of 
one of the largest, most important industries. 

o Less that 15% of the world’s population owns a car, so growth potential is 
significant. 

o The industry sold 70.6 million vehicles globally in 2007, an increase of 13 
million units from 2002. 

o U.S. companies can compete:  GM’s now sells 61 percent of its car and 
trucks outside the U.S., and continues to set sales records overseas. 

o Motor vehicles and parts are the single largest export from the U.S., 
topping aerospace, medical equipment and communications.11 
 



• The collapse of the U.S.-based auto industry would be devastating.  In just 
the first year:12  

o Direct, indirect and spinoff employment would drop by 2.95 million people  
o Personal income would drop by $150.7 billion 
o Government transfer payments would increase by $14.3 billion 
o Social security receipts would drop by $21.1 billon 
o Personal income tax paid would drop by $24.7 billion 

 
 

• This is an auto industry crisis, not just a Detroit 3 crisis.13 
o Center for Automotive Research assumes that a 50 percent drop in 

Detroit 3 production would cause a 50 percent drop in production at the 
transplants due to supplier disruptions and bankruptcies. 

o A complete shutdown of the Detroit 3 would also shut down the 
transplants for at least one year. 
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