














The U.S. Automotive Industry: National and State Trends in Manufacturing Employment

The Auto Industry’s Southern Migration

Alabama’s Automotive Employment Base

The employment statistics underscore the migration of the automotive manufacturing industry
southward. Forcign-based companies located their operations in the southern part of the United
States, away from the traditional center of U.S. auto manufacturing, the auto belt states of
Michigan, Indiana, and Ohio discussed above. This southern migration is largely attributable to
forcign investors being drawn to the U.S. South’s low-cost land and labor, along with states that
promote more flexible labor regulations and do not appear to have a strong pro-union sentiment.
Despitc the present overcapacity in auto-making facilitics, scveral new plants arc slated for the
South, with Kia and Volkswagen opening auto production plants in Georgia and Tennessee in late
2009 and in 2011, respectively. Kia is expected to open an assembly plant in West Point, Georgia
and VW's assembly plant is to be in Chattanooga, Tennessee (sec Table 2). Toyota 1s still
constructing a new auto plant in Mississippi, although it has delaved its opening until the auto
market turns up.”

Alabama has been successful in attracting foreign automakers: Mercedes-Benz, Honda, and
Hyundai all have large vehicle assembly plants in Alabama, and Toyota makes V-8 engines in the
statc. Mercedes-Benz began production in its first North American manufacturing facility in
Alabama in 1997 (scc Table 2). Japancse automotive manufacturers have also located assembly
operations in the state. Honda initiated mass production of its vehicles in 2001 and Toyota
sclected Alabama as the site for its first V-8 enginc facility outside of Japan in 2003. Hyundai is
the newest transplant automotive manufacturer to locate in the state.” This plant initially
produced the Sonata sedan in 2005 and added the Santa Fe crossover (CUV) in 2006 at its new
$1.1 billion facility in Montgomery, Alabama.™ The Hyundai plant is just over 100 miles and one
hour and forty minutes from the new Kia plant in West Point, Georgia (Kia is a Hyundai
subsidiary that will share many of the same parts suppliers). Alabama’s vehicle production
currently represents 8% of total auto production in the United States.

As a result of these investments, Alabama’s auto manufacturing industry has fared much better
than the traditional auto manufacturing states of Michigan, Indiana, and Ohio. As shown in Table
6, since 2003, while the United States as a whole lost 231,000 motor vehicle manufacturing jobs,
Alabama added 12,000—the only gain of this magnitude in the country. Of these jobs,
approximately 6,000 were in vehicle assembly, with another 5,000 in parts manufacturing.

72 West, Phil. “Toyota Puts Brakes on Mississippi Plant,” Commercialappeal.com, December 15, 2008.

™ Alabama Automotive Manufacturers Association, An Alabama Industrv Profile. hitp://www.aama.to/
auto_profile.pdf.

* Hyundai, Hyundai in the U.S., U.S. Investment. http://www.hyundaiusa.com/abouthyundai/usinvestment/
usinvestment.aspx.
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Table 6. Employment Trends in Alabama’s Motor Vehicle Manufacturing Industry,
2003-2008

(number of employees, in thousands)

2008 Change Change

Alabama 2003 2004 2005 2006 2007 (preliminary) from 2003 from 2007
Motor vehicle mfg. 6 7 9 12 12 12 3 0
(3361)
Motor vehicle body and 3 4 5 3 5 5 2 0
trailer mfg. (3362)
Motor vehicle parts 12 K] 17 17 17 17 5 0
mfg. (3363)
Motor Vehicle 21 24 31 35 35 33 12 -1
Total
Manufacturing 294 292 298 303 296 284 -10 -12
Employment
Private Sector 1,483 1,509 1,548 1,575 1,592 1,570 87 22
Employment

Source: U.S. Department of Labor. Bureau of Labor Statistics, Quarterly Census of Employment and Wages
(QCEW). http:/Iwww bls.govicew/.

Notes: These statistics cover NAICS 3361-3363. 2008 QCEW data are preliminary.

Notwithstanding the rapid growth of Alabama’s auto industry over the last few years, it has been
unable to sustain the pace in the face of anemic new car sales. Employment in Alabama’s motor
vehicle manufacturing segment was stagnant in 2007 and fell in 2008, following double-digit
advances in 2005 and 2006. Despite thesc gains, motor vehicle manufacturing employment in
2008 was still only 11.7% of Alabama’s manufacturing workforce, significantly below the
traditional auto belt states, and its intensity quotient, at 1.8 times the national average, is also
lower. The University of Alabama’s Center for Business and Economic Rescarch maintains that
“while Alabama’s motor vehicle and parts manufacturers are facing the same challenges as their
countcrparts in other statcs, to some cxtent they arc in a better strategic position to rebound,
primarily due to their product mix and to newer and relatively more efficient plants.””

Mercedes-Benz is reportedly preparing to expand its U.S. assembly plant in Vance, Alabama to
produce “future products.” This report eomes following the steep fall in the production of
vehicles at the Alabama plant as consumers stecred away from SUVs like the M- Class in the
wake of higher fuel prices. The plans include a $290 million investment at the Vance, Alabama
factory that would allow Mercedes to build more vehicles. The new expansion project is expected
to take until 2011 to complete.”

™ Center for Business and Economic Research, Culverhouse College of Commerce, The University of Alabama,
“Economic Outlook Second Quarter 2009,” Alabama Business, Second Quarter 2009. http://cber.cba.ua.edw/pdf/
ab2009q2.pdf.

’ Chappell, Lindsay, “Mercedes Prepares to Expand Alabama Plant,” Automotive News, March 20, 2009.
http://www.autonews.com/apps/pbes.dil/article? AID=/20090320/ANA02/903209969/1 181.
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Auto Investment in Tennessee and Kentucky Remains Strong

Similar to the automotive investment trends in Alabama, in the past 20 years, two other southern
states in the 1-65/1-75 auto corridor, Tennessee and Kentucky, have succeeded in attracting a
number of foreign auto manufacturing plants (scc Table 2). There is also a GM Satumn plant in
Spring Hill, Tennessee. That trend continues to the present dav. An estimated 43,000 Tennesseans
were directly emploved in automotive manufacturing in 2008, accounting for 12% of the state’s
manufacturing workforce, based on preliminary data from BLS. The Spring Hill plant is GM’s
third ncwest assembly plant. It opened in 1990 to asscmble the Saturn brand of cars. Howcver,
Saturn production at Spring Hill, Tennessee, ceased in March 2007, and the plant now builds the
Chevrolet Traverse. GM recently announced that its Spring Hill plant has not been designated for
permanent closure; it will be placed on “standby™ and could build a future vehicle.”

In July 2008, the Volkswagen Group of America announced that it would produce a car
specifically designed for the North American driver. That production facility will be located in
Chattanooga, Tennessee. VW's decision to locate car production in Tennessee marks a return to
U.S. production for the company, which closed its only U.S. plant in Pennsylvania in 1988.” The
new plant is expected to employ about 2,000 people when it reaches full production, which is
scheduled to begin in 2011. There is no indication that VW will delay its plans due to the existing
tough cconomic conditions facing all auto manufacturcrs.”

Somec industry analysts havc noted that the falling valuc of the U.S. dollar may have been a key
factor in VW'’s decision to resume car production in the United States. The decline of the U.S.
currency has increased the cost of overseas production, and converscly made U.S.-based auto
manufacturing more cost effective. At its new Chattanooga facility, VW intends to develop a car
to compete with Honda’s Accord and Tovota’s Camry. Economists at the University of Tennessee
in Knoxville project the Volkswagen plant could generate 11,477 jobs at the plant, its suppliers
and related businesses.*’

As in Tennessee, the motor vehicle industry has a strong presence in Kentucky. In 2008, 781,000
cars and light trucks were assembled in the state, third nationwide behind Michigan and Ohio.”'
These vchicles arc manufacturcd by Gengeral Motors at their Bowling Green plant, which
produccs the Corvette and Cadillac XLR. In addition, Ford has a plant in Louisvillc that produccs
the Ford Explorer, among other vehicles. Tovota’s Georgetown plant manufactures the Tovota
Camry, Avalon, and Solara. The most recent figures indicate that light vehicle production in
Kentucky fell by 25% in 2008.%

7 Lareau, Jamie, “GM Identifies 14 Plants to be Closed or Idled,” Automotive News, June 1, 2009.
http://www.autonews.com/article/20090601/ANA02/906019968/1128.

7 Volkswagen was the first foreign automaker to open a U.S. plant and was also the first (and only) to close a U.S.
plant. Volkswagen has supplied the U.S. market with imported cars ever since.

7 Pare, Mike, “Chattanooga: VW Reaffirms Plant Despite Profit Drop; CEO Visit,” Chattanooga Times Free Press,
April 23, 2009. http://www timesfreepress.com/news/2009/apr/2 3/chattanooga-vw-reaffirms-plant-despite-profit-drop/?
volkswagen.

% Fox, William, Murray, Matthew, and Watts, Ann, “Economic and Sales Tax Revenue Effects of Volkswagen s
Location of its Automobile Assembly Plant in Chattanooga, Tennessee,” Center for Business and Economic Research,
pp. 1-2, August 2008. http://www.chattanoogachamber.com/PDF _Files/
110308_VWT.conomicImpactStudy%20(2).pdf.

#1 Automotive News, 2008 Market Data North American Production, Crain Communications. April 7, 2008, p. 3.
82
Ibid.
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As a result of the Ford, GM, and Toyota automotive manufacturing facilitics that opcrate in
Kentucky, over 18% of state’s manufacturing workforce was employed in the motor vehicle
manufacturing industry in 2008, with an automotive workforce of almost 45,000, down from a
high of over 50,000 jobs carhier in the decade. Kentucky recorded a higher level of motor vehicle
manufacturing emplovment as a percentage of all manufacturing employment in the state than
Ohio’s 14%, and a higher intensity quotient as well (2.8% compared to 2.1%). Since 2003, there
has been a steady decline of motor vehicle manufacturing jobs in Kentucky, with the biggest
decrcases recorded between 2003 and 2004 (the state’s automotive sector shed approximately
1,200 jobs) and from 2006 and 2007 (with 2,500 fewer workers than the previous year).
Preliminary 2008 data indicatc a continuation of that trend, with automotive manufacturing
emplovment 1n the state down by nearly 11% over 2007, or a loss of 5,500 jobs.

Auto Industry is a Growing Presence in Texas and Remains Significant in
Illinois, Missouri, and California

Automotive assembly manufacturers have also located operations in Texas, which recorded a gain
in assembly operations, mostly from a large new Toyota Tundra light truck plant that began
operating in San Antonio in 2006.* In addition, General Motors’ Arlington plant is in the Dallas-
Fort Worth arca. So far, no changes at the Arlington, Texas GM plant have been announced. ™
Between 2003 and 2008, the state added over 5,000 automotive manufacturing jobs employing
34,200 Texans, sccond only to the net increase in jobs posted in Alabama during the same time
period (sce Table 4). As a percentage of the state’s manufacturing base, motor vehicle
employment increased from 3.2% in 2003 to 3.7% last year. What the current troubles of the
Detroit automakers, particularly GM’s restructuring plans, will mean for the long-term growth of
auto manufacturing in Texas remains to be seen. While there has been an observable “retreat back
to thc Midwest™ by the Detroit 3, any decision to ecnd GM production of the Chevrolet Suburban
and Tahoc, GMC Yukon, and Cadillac Escalade (all large SUVs) at Arlington, Texas would
practically cede all auto production in the statc of Texas to Toyota.

Hlinois, Missouri, and California, all of which have been top auto manufacturing states for
decades, have not attracted any new foreign- or domestically-owned assembly plants since 1990.
The auto industry shares of llinois and Missouri’s manufacturing workforces were significant in
2008 at 5.2% and 8.4%, respectively. California’s auto industrv compriscd a much smaller share
of its manufacturing base at around 2.4% in 2008.

[llinois has a long history as a major automotive state, especially in auto parts production. Ford’s
oldest continually operating plant, Chicago Assembly, began producing Model Ts in 1924. The
plant currently manufactures the Ford Taurus and Lincoln MKS. Ford will also begin producing
Explorers at the Chicago plant in mid-2010. Chrysler has produced cars in Belvidere, which is
located in northern 1llinois, since 1965. The Belvidere plant, closcd since April 30, 2009,
reopened on July 27, 2009.% Belvidere's products include the Dodge Caliber (compact) and Jeep
Compass and Patriot and, in 2011, Belvidere is slated to begin production of Fiat models (the

# Toyota, “Toyota Begins Tundra Production in San Antonio,” November 17, 2006. http://www.toyota.com/about/
news/manufacturing/2006/11/17-1-TMMTX html.

8 Associated Press, “Arlington Not On 1ist of GM Plant Closures,” Dallas Moming News, June 3, 2009.
http://www.dallasnews.com/sharedcontent/dws/bus/stories/060408dnbusgm.479195 html.

¥ Wall Street Journal, “Chrysler’s North American Plants to Resume Production in July,” June 19, 2008.
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Fiat-bascd Dodge Hornet and the Alfa-Romeo-based Chrysler Mito). The only foreign-owned
OEM in Illinois is the Mitsubishi assembly plant in Normal, Illinois. It employs approximately
1,800 workers and manufactures the Eclipse coupe, Galant sedan, and Endeavor SUV.

The Illinois automotive industry, which had nearly 34,300 workers in 2008, shed 6,800 jobs since
2003, with most of this decline attributable to 4,800 fewer jobs in the auto parts manufacturing
segment of the industry. As in other states, Illinois’ manufacturing base is highly dependent on
automotive manufacturing, which accounted for more than 5% of total manufacturing
employment in 2008 (sce Table 4).

Automotive manufacturing is an important part of Missouri’s economy. The automotive industry
accounts for 8.4% of total manufacturing employment in the state. Ford, GM, and Chrysler
operate assembly plants in Missouri. Since 2003, automotive industry emplovment in the state
has fallen. The most recent statistics indicate 12,500 fewer autoworkers in Missouri in 2008,
based on preliminary data, than in 2003, with employment dropping from approximately 37,000
to fewer than 25,000 last year. The announced closing by Chrysler of its St. Louis North assembly
plant by the end of next year will eliminate Chrysler manufacturing in Missour.

In California, the Fremont auto assembly plant had been a joint venture between GM and Toyota
since 1984. As part of the GM bankruptcy proceeding, the joint venture, known as New United
Motor Manufacturing Inc. (NUMMI), was listed as an asset of “Old” GM, now formally known
as Motors Liquidation Company. The Fremont plant was the last major auto assembly facility in
California.”™ It opcratcd as a training facility for both Toyota and GM. As its cntry point into the
U.S. market, Toyota operated the facility to determine the feasibility of establishing
manufacturing operations in the United States. For GM, NUMMI provided GM executives and
UAW workers with valuable insights into the way Toyota operates.’” Numerous GM executives
worked at NUMMI, as did Akio Toyoda, Toyota’s new president.™

In July 2009, the NUMMI plant was running threc assembly lines, producing the Toyota Corolla
compact car, the Toyota Tacoma pickup truck, and the Pontiac Vibe hatchback. Employment at
the plant is approximatcly 4.500 workers. In carly July, Toyota announced that GM’s exit from
NUMMI has “prompted a set of difficult and complex decisions for Toyota.™ While the “new”
GM is no longer a partner in NUMMI, Toyota will likely consider many factors, even if it makes
a quick dccision about the plant’s futurc. Some of these factors arc: NUMMI has reportedly never
made a profit for either company; it is Toyota’s highest cost facility; wage costs are as much as
80% higher at NUMMI than many of Toyota’s newer facilities; it is the only plant that Toyota
operates with UAW labor; and it is at the very far end of Toyota’s American supply chain.

On the other hand, California is Tovota’s largest market and a plant closing could result in
possible criticism for the company; culturally, plant closings and even layoffs have been a verv

% Toyota will continue producing the Pontiac Vibe until August 2009 and the Corolla and Tacoma until Toyota makes
a decision about the plant’s fate

% New United Motor Manufacturing, Inc. website, “what we’re about,” http://www.nummi.com/us_roots.php.

®8 Automotive News, “Final Assembly: GM’s NUMMI news was buried in the small print,” July 6, 2009.
http://www.autonews.com/apps/pbes.dll/article?AID=/20090706/ANA03/30706994 1 &AssignSessionID=
273357677374500.

% 1inebaugh, Kate, “Toyota-GM NUMMI Plant at Risk,” Wall Street Journal, July 13, 2009, San I‘rancisco Business

Joumal, “Report: Toyota leaning to close NUMML,™ July 21, 2009; Chappell, Lindsay, “Tovota says it may end
NUMMI operations,” Automotive News, July 13, 2009.
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low priority for the company.” The Tacoma and Corolla are both very popular vehicles; a
NUMMI closing would force Toyota to redistribute production of those models to other plants at
a reported cost of $500 million to $1 billion.”! For California, GM’s bankruptcy will extend well
beyond the NUMMI plant: it could create a domino effect throughout the state’s auto supplier
industry, especially if Toyota decides to terminate its portion of the joint venture.” Preliminary
2008 data indicate there were 34,200 automotive manufacturing jobs in the state, down from
40,500 in 2003, resulting in a 16% drop in auto industry employment. Automotive manufacturing
comprises about 2.4% of the state’s manufacturing base, but few states exert such a powerful
influcnce over car design and car culturc as California.

Other Motor Vehicle Manufacturing States

Scveral other states have at least onc light motor vehicle assembly plant, including those where
plant closures were announced by 2008 (sce Table 4). The table also includes states that have a
major role in the auto industry as vehicle parts suppliers. Notable among these are North Carolina
and New York (whose last assembly plant, in Tarrytown, was closed in the 1990s). But while
motor vehicle industrv-related employment has been relatively stable in North Carolina, it has
declined by 19,600 jobs, or 51%, in New York since 1990, a higher rate of auto manufacturing-
related employvment loss than in Michigan during the same period.

South Carolina is another southern state that has attracted foreign-owned automotive investment.
The number of automotive industry jobs in the state was relatively stable between 2003 and 2008,
dropping slightly from 25,400 to 24,700. More than 10% of the state’s manufacturing workforce
in 2008 worked in the automotive sector. BMW’s only North American plant was established
there in 1994 and a $750 million plant expansion is underway.” Capacity at the plant is expected
to increase from 170,000 to 200,000 vehicles a year by 2012. The Spartanburg plant, which builds
diescl versions of the X5 for the U.S. market and diesel-powered XSs and X6s for the European
market, exported more than 60% of its Spartanburg production in 2008 to more than 100
countrics. In 2009, BMW reported that it had 5,000 full-time jobs at its Spartanburg location and
was opcrating two shifts.*

Delaware had one GM assembly plant, which closed in July 2009, The low-volume plant, which
built the Pontiac Solstice, Saturn Sky, and Opel Roadster, produced 18,842 vehicles in 2008.
According to GM, there were 1,875 cmployccs at the Wilmington plant.* It is among the 14 GM

® Liker, Jeffrey K., The Toyota Way: 14 Management Principles from the World's Greatest Manufacurer. New York:
McGraw-Hill, 2004. Chaps. 16-17.

*' Avalos, George, “Toyota at NUMMI: Should they stay or should they go?” MercuryNews.cam, July 17,2009,

*? Edmunds AutoObserver, “Future of GM-Toyota NUMMI Plant Uncertain with GM Bankruptcy,” June 2. 2009.
http://www.autoobscrver.com/2009/06/future-of-gm-toyota-nummi-plant-uncertain-with-gm-bankruptcy . html;
Greimel, Hans, “Toyota won’t bear full cost of closing NUMMI,™ Automotive News, August 4, 2009.

3 Barkholz, David, “Exports, flexibility help BMW’s U.S. plant avoid layoffs,” dutomotive News, June 10, 2009.

* Barkholz, David, “Exports, flexibility help BMW’s U.S. plant avoid layoffs,” Automotive News, June 10, 2009;
Woodward, Douglas and Paulo Guimardes, “BMW in South Carolina: The Economic Impact of a Leading Sustainable

Enterprise,” September 2008. http://mooreschool.sc.edw/exportsites/default/moore/research/presentstudy/bmw/
BMWReportSept2008 pdf.

% GM reports on its website that there are 1,875 employees at its Wilmington Assembly Plant:
http://www.gmdynamic.com/company/gmability/environment/plants/facility_db/facilities/find_by_state?state=DE.
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plants in the United States that will close by 2011.° In August 2009, Delaware will no longer
have an automotive assembly plant located 1n the state. The GM closure follows the closing of a
Chrysler plant in Newark, Delaware in December 2008.°” In October 2008, Chrysler closed its
Newark SUV plant. which produced the Dodge Durango and Chrysler Aspen (see Table 1).
Originally, plans to closc the plant were announced in 2007, with the closure planned for 2009.
However, the plants” closure was accelerated due to low demand. Last vear, there were about
1,200 people employed in the state’s small automotive manufacturing industry. They comprised
about 4% of the state’s manufacturing emplovment base.

In Mississippi, 6.2% of the state’s workforce 1s engaged in automotive manufacturing, with
automotive industry cmployment accounting for about 10,000 jobs in the statc. Despitce the
establishment of a large Nissan assembly plant in Canton, Mississippi in 2003, which produces
cars such as the Nissan Altima, Quest, Armada, Titan, and Infiniti QX56, with an annual
production capacity of 400,000 vehicles,” Mississippi has recorded little net overall automotive
manufacturing employment gain. Nissan is investing $118 million in its Canton facility to build
commercial vehicles (trucks).” Toyota, which has built a new facility in Blue Springs, near
Tupelo, has yet to install production equipment and has deferred startup from 2010 until
automotive demand improves. Initially, the plant was to build the Highlander, but Tovota later
decided to locate Prius production at the facility. At present, Tovota has announced that it will not
build the Prius there, but has not announced which vehicle will be produced there.'”

In other states in this group, two assembly plants in Georgia, both in the Atlanta area—one owned
by Ford, the other by GM, have closed in recent years.'”' As a result, automotive employment in
the state dropped from 20,500 workers in 2003 to 15,600 last year, a loss of 4,900 jobs. Further,
in September 2008, GM closed its minivan plant in Doraville, Georgia, affecting 1,500 employees
(scc Table 1). However, although the Detroit 3 no longer assemble vehicles in Georgia, the
automotive manufacturing industry there will change as Kia Motors prepares to open a new
assembly plant in West Point, Georgia, which is on the border with Alabama. This is the first
manufacturing site in North America for the Korean-owned Kia Motors Corporation (Hyundai
has controlling intcrest in Kia). The company announced that it would invest $1.2 billion in its
first U.S. production plant and it is scheduled to begin production in the last quarter of 2009. At
full capacity, the plant will have the ability to produce 300,000 vehicles annually and it plans to
employ approximately 2,500 workers.'"

% Gardner, Greg, “Which GM Factories are Likely to Close,” The Detroit Free Press, April 28, 2009.
http://www.freep.com/apps/pbes.dil/article?ATD=2009904280331.

" Visnic, Bill, “Plant Closings May Not Be Over For GM,” Edmunds AutoObserver, July 17, 2009.
http://www.autoobserver.com/2009/07/plant-closings-may-not-be-over-for-gm.html; Abuelsamid, Sam, “Short Run for
Chrysler Hybrids? Newark DE Plant to Close December 31, 2008,” Autoblog Green, October 23, 2008.
http://www.autobloggreen.com/2008/10/2 3/short-run-for-chrysler-hybrids-newark-de-plant-to-close-dec-3.

% Nissan, .4bout Nissan, http://www.nissanusa.com/about/corporate-info/nissan-in-north-america. htmi,

% Nissan North America, Nissan Commercial Vehicles, News and Events, “Nissan expands Canton plant as it prepares
to build Commercial Vehicles.” http://www.nissancommercialvehicles.com/news-events/detail/9.

1% Chandler, Clay, “Promises Kept by Toyota in Blue Springs,” The Mississippi Business Journal, ¥ ebruary 23, 2009.
http://www.allbusiness.com/automotive/motor-vehicle-models-sedans/1 18 19698-1.html.

' _tssociated Press, “Ford, GM Cuts Leave Georgia Out in Cold in Auto Plant Battle,” January 24, 2006,
https://www.accessnorthga.com/detail. php?n=131399&c=8.

192 Kia Motors, “First Major Auto Assembly Equipment for KIA Arrives in the U.S.,” October 9, 2008.
http://www.kmmgusa.com/news_10_09_08.aspx.
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Ford has also announced closure of the only assembly plant in Minnesota. The Ford Motor
Company plant in St. Paul was expected to close in September 2008.'” but more recently Ford
has announced that they would keep the Twin Cities plant open through 2011. Minnesota’s
automotive employment base totaled approximately 6.000 workers in 2008, down from more than
8,000 in 2003. Chrysler closed its large assembly plant in Kenosha, Wisconsin (a former AMC
plant), two decades ago, but still maintains an engine plant there (earlier this vear, the company
announced layoffs at the factory that has operated in Kenosha for more than 100 years).'*

Because of GM's financial problems and the decline in SUV sales, the company accelerated the
closure of its Janesville, Wisconsin plant, which produced the Chevrolet Tahoe and Suburban and
GMC Yukon and Yukon XL full-size SUVs.'”* That plant closed in Dccember 2008 (scc Table 1).
The closures affected approximately 2,200 employees. This will reduce the state’s automotive
manufacturing base this year even further, continuing the downward trend of recent years.
Between 2003 and 2008, the state lost more than 5,500 automotive manufacturing jobs.

GM also builds trucks in Kansas and Louisiana. GM reports that it employs 2,153 workers at its
Shreveport, Louisiana plant, which opened in 1981,'® and 2,350 workers are employed at the
companies Fairfax assembly plant in Fairfax, Kansas."” The Shreveport assembly plant was not
on the list of GM plant closures announced on June 1, 2009, nor was the Fairfax assembly
plant.'® In none of these states is the auto industry share of manufacturing employment greater
than 5%. Last year, Kansas and Louisiana together employed over 11,600 auto manufacturing
workers.

New automotive manufacturing jobs might be created in Louisiana in the years ahead as a result
of a recently announced new auto company investment backed by T. Boone Pickens and the
Silicon Valley venture capital firm, Kleiner Perkins Caulficld & Beyers, among others. Louisiana
Economic Development announced on June 17, 2009, the investment in the new auto company,
V-Vehicle Company (VVC). Production at the new assembly plant in Monroe, Louisiana. could
begin in 15 months and could create over 1,400 direct jobs, according to an economic impact
analysis by Louisiana State University.'”

"% DePass, Dee, “Ford's Latest Plan: St. Paul Plant Will Close in September 2009, StarTribune.com,
http://www:startribune.com/business/16195272 html.

1% Content, Thomas, “Chrysler: Kenosha Layoffs on Hold,” The Journal Sentinel, March 23, 2009.
http://www.jsonline.com/business/41824082.html.

195 Associated Press, “GM Plant in Janesville Closing for Good This Week,” Milwaukee-Wisconsin Journal Sentinel,
April 19, 2009. http://www jsonline.com/news/wisconsin/43254027 html.

1% (GM Facilities, Global Operations, http://www.gmdynamic.com/company/gmability/environment/plants/facility_db/
facilities/21.

17 GM Facilities, Global Operations, http://www.gmdynamic.com/company/gmability/environment/plants/facility_db/
facilities/find_by_state?state=KS.

108 Times-Picayune, “General Motors Plant in Shreveport Escapes Closure,” June 1, 2009. http://www.nola.com/
business/index.ssf/2009/06/general_motors_plant_in_shreve. html.

19 [ ouisiana Economic Development, “New American Car Company Will Make History in Louisiana,” June 17, 2009.
http://www ledlouisiana.com/news--multimedia/news-releases/new-american-car-company-will-make-history-in-
louisiana.aspx, “V-Vehicle Company.™ http://www.ledlouisiana.com/downloads/V-Vehicle_Company_Info_&
_Bios.pdf.

Congressional Research Service 35


http://StarTribune.com
http://wvvw
http://startribune.com/business/16
http://www.jsonline.eom/business/41824082.html
http://w:ww.jsonline.com/newsAvisconsin/43254027.html
http://wwAv.gnidynamic.com/company/ginability/environment/plants/facility_db/
http://www.nola.com/
http://www
http://wAvw.ledlouisiana.com/downloads/V-Vehicle_Company_Info_&

The U.S. Automotive Industry: National and State Trends in Manufacturing Employment

Outlook

The U.S automotive industry is a major emplover of manufacturing workers in the United States.
The industry is undergoing a substantial restructuring that has gencrally affected all scgments of
the industry, including domestic as well as forecign OEMs and parts supplicrs. U.S. producers of
motor vehicles and auto parts have been much more affected by the economic recession than
foreign companies that do business in the United States. For the most part, companies like
Toyota, Nissan, Honda, BMW, Mercedes, and Hyundai are well capitalized and are expected to
regroup as the global recession comes to an end. Ford has significant cash reserves, is reducing its
debt, has renegotiated its contract with the UAW, and no longer has oncrous legacy costs that
previously added significantly to Detroit 3 production costs. GM and Chrysler went through a
bankruptcy reorganization process that saw the “good assets™ sold to new owners. The “bad
assets” were left in bankruptcy with “Old GM” (a/k/a Motors Liquidation Company) and “Old
Chrysler” (a/k/a Carco LLC).

The U.S. Bankruptcy Court agreed to a settlement that saw the “new” Chrysler (Chrysler Group
LLC) sold to Fiat (initially 20%), the United Auto Workers union (a 68% stake), and the U.S. and
Canadian governments (a 12% stake combined).'”® and the “new” GM (General Motors
Company) to the U.S. Treasury (60.8%), the Canadian and Ontario governments (11.7%), a health
care trust fund operated for the benefit of UAW retirees (17.5%), and unsecured bondholders and
other unsecured creditors of GM (10%).""" As with Ford, the new GM and new Chrysler contracts
with the UAW were renegotiated as part of the bankruptcy package, with significant changes to
health care, retirement, and compensation. Management ranks at GM and Chrysler have been
reduced by tens of thousands and current retiree benefits for managers were reduced significantly
and immediately. Nevertheless, GM is expected to continue to close facilities untit 2011. The
former parts divisions of GM and Ford, Delphi and Visteon, are both in bankruptcy and remain
reliant on GM and Ford for most of their sales. Some other U.S. auto parts suppliers are either
bankrupt or are expected to be if the market stabilizes at levels well below 16 million units per
year. Forcign competitors arc in better financial shape and continue to look for investment
opportunities in the United States and elsewhere—although expansion opportunities in the U.S.
may be limited until sales pick up dramatically.

GM and Chrysler may account for a smaller share of U.S. auto production in the next few years.
Both companics and Ford appcar to be rcvamping their product lincups to achicve a better
balance between cars and light trucks and between small, more fuel-efficient vehicles and larger
vehicles. To succeed, most analysts agree that all three companies will have to make a profit in all
segments of the auto market. There is no long-term certainty that SUVs and trucks can be the
main profit centers for these companies moving forward.

At the national level, employment in the industry as a whole will continue to decline in 2009 and
2010 as the Detroit 3 and the foreign OEMs restructure their business operations and auto parts
supplicrs continue to adjust to significantly lower demand for auto parts. While several foreign-
owned OEMs continue to invest in the United States, the recession has slowed their overall levels
of investment and has caused companies like Tovota to rethink their strategy for the U.S. market

"% CRS Report RAXINO3, /.S, Motor Vehicle Industry: Federal Financial Assistance and Restructuring, coordinated by
Bill Canis, p. 27.

"' General Motors, Form 8-K. July 16, 2009, p. 49, hitp://www.gm.com/corporate/investor_information/sec/.
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going forward. Because emplovment is heavily concentrated in the traditional auto belt states
(Michigan, Ohio, and Indiana) and increasingly in the southern states along the 1-65/1-75
corridors, the impacts will likely be most deeply felt among the OEMs and their suppliers—at
lcast until demand for new vehicles picks up. But the challenges confronting the Detroit 3 have
also been shared more broadly, to some extent, by states like New York, New Jersey,
Pennsylvania, Delaware. Maryland, Virginia, Missouri, Wisconsin, Illinois, and California, where
auto assembly and parts plants have been in the process of closing over the past 30 vears.
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