


slow, but it was, perhaps, about as rapid as the
producing companies could absorb, considering
their limited finances and the need for major invest-
ments n tools and equipment to make the improved
products designed by their engineers.

Windshields and tops, originally sold as optional
equipment, were soon included in the standard
specifications of the car. Prest-O-Lite tanks were
replaced by electric lights, tires improved in both
mileage and riding qualities, and engines increased
in horsepower and economy. Each year made ad-
vances in product and that trend is still continuing,
as was demonstrated recently in a comparison of a
1929 Buick, introduced in August of 1928, with a
1948 Chevrolet,

At the hearing in Washington before the joint
Congressional Committee last December, and to
which | previously referred, we submitted as a part
of our presentation a comparison of the specifica-
tions of these two cars and, in addition, we had the
actual cars available for physical comparison. With-
out correcting for increased labor rates and making
no adjustment for the current low purchasing power
of the dollar as compared with 1928, the following

facts were disclosed:
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Manufacrurer's List Price
Horsepower
Maximum Speed

Fuel Economy (Miles per
Gallon—30 MPH }

Curb Weight

MNumber of Cylinders
Wheelbase

Shoulder Room—Front
Shoulder Room—Rear
Hip Room—Front
Hip Room—Rear
Head Room—Front
Head Room—Rear
Leg Room—From

Leg Room—Rear

Overall Wideh (Fenders
or Body)

Owerall Height {(Loaded
5 Passengers)

1929

BUICK CHEVROLET

$1,320

T4.0

1948

$1.280

Q0.0

64.75 MPH 81.8 MPH

14.7

3,764 lbs,

6
115.75"
49.5°
52.0"
47.4"
47.57
36.37
35.0°
40,27

41.67

69.37

T2.57
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22.7
3,225 lbs.
[
1167
54.1°
54,47
58.0"
48.5"
37.3°
315.6"
42.4°

39.3°

72.8"

66.1°



It should be pointed out that the manufacturer’s
list price for both cars excludes freight, taxes and
dealer handling. The Buick price did not include
the spare tire and bumpers, which are included in
the Chevrolet price. In addition, the 1948 Chevro-
let price includes a number of features not found
on the 1929 Buick, for example:

All Steel Body 4-Wheel Hydraulic Brakes
Safety Glass Sealed-Beam Headlights
Syncromesh Transmission  Hypoid Differential Gears
Automartic Spark Advance  Voltage Regulator

Knee Action Suspension Low Pressure Tires
Built-In Luggage Dash Glove Compartment
Compartment

No Draft Ventilation
Thermostatic Controlled Pressure Cooling System
Gear Shift Lever on Steering Column

Buick and other General Motors cars have made
comparable advances since 1928.

The depression of the 1920's, as well as World
War 11, fell within this twenty-year period. Whether
these events stimulated or retarded engineering
development may be open to question, but no
one can doubt the greatly increased value that is
offered 1oday.

As products improved and demand increased,
the emphasis changed from engineering to produc-

tion, and the manufacturing staff moved into the
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position of greatest importance. Even the finest
automobile ever designed by the most competent
group of engineers is worthless unless and until it
can be produced.

To meet the volume requirements necessitated
new methods and our industry has long been recog-
nized as the pioneer in mass production. This means
much more than a moving final assembly conveyor
from which completed cars and trucks are delivered
to the shipping department. It required the expan-
sion and efficient operation of foundries, forge
plants, pressed metal shops. It necessitated the care-
ful machining of these and hundreds of other parts,
all held to extremely close limits. Crankshafts, cam-
shafts and connecting rods must flow from the fin-
ished machining operations and work perfectly in
any motor block in which they are assembled. Inter-

changeability of parts is recognized as a must.

Motor Car Prices

Present costs and selling prices of automobiles
are, to an important degree, the result of the inge-
nuity and aggressiveness of the production depart-
ment. In referring to the present selling price of

automobiles, I am ignoring the abnormal rise in
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cost and price in the postwar period. That is
caused by inflation and is not subject to the control
of any industrial organization. Motor cars are still
the greatest value for the price of any manufactured
product. The continuing demand in the face of
current production volume indicates the public still
requires more modern transportation than they
now own, and that relatively, motor cars are still
worth prevailing prices.

It has not been my intention to imply that
aggressive engineering and production methods cre-
ated the automotive industry and that volume mer-
chandising and distribution came later. It is obvious
all three would have to move in parallel, and that
the Sales Departments were experiencing the same
trial and error period as were the other depart-
ments. Gradually, through intelligent study and
analysis, sales policies and procedures were devel-
oped to meet the conditions peculiar to our
particular business.

We have to deal with the seasonal variation in
demand for new cars ranging from 49, in some of
the winter months to 127 in the spring selling
season. In addition, our model change requires a

complete shut-down of the factories, frequently for
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quite a long period of time. However, it has been
proven these changes are necessary to stimulate the
market and, more particularly, to hold or improve
our percentage of available business.

The Sales Department had to meet changing
conditions and new influences as the volume in-
creased and the industry matured. Two of the most
important {rom the long range viewpoint, trouble-
some as they have been at times, were time financ-
ing and handling used cars taken in trade. Both
contributed to making car ownership available to
all income brackets.

There is a limited number of people who can
afford to buy and pay for new cars. This number
would be substantially less if cars had to be sold for
cash. It would be further reduced il there were no
market for used cars, but the combination of time
financing and accepting used cars in trade offers
personal transportation to everyone from the new
car price down to the point where the license fee
possibly costs as much as the car. That is why our
production rate is five million vehicles annually.
That is why forty million cars and trucks arc under
license. And that is why so many workmen can live

as much as fifty miles away from their places of
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employment. The mobility of our population has a
great influence upon almost every phase of our living
habits and nearly everyone wants a better car when

one becomes available at a price he can afford to pay.

Many Cars Are Old

Figures have not yet been published as to the age
of cars at the end of 1948, but at December 31,
1947, 429, of all passenger cars under license were
more than ten vears of age, 459, were from six to
ten years of age, while only 139, had been produced
postwar. Even correcting for 1948 production the
percentages would not change materially. The age
of trucks parallels generally that of passenger cars,
so there is every reason to believe the automotive
industry will have to produce a substantial number
of vehicles to replace those that should be, and even-
tually must be, scrapped. The war years prove the
country can do without automotive production for

a considerable period of time, but our market
potential is good.

Reasons for Corporations
The capital requirements of the automotive pro-
ducing companies are so large, and these vary

according to the degree of integration, that they
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can best be linanced through corporate organiza-
tion. Corporations offer a method of doing business
when the nature of the business requires more capi-
tal than an individual has or is willing to place at
risk. It enables many people to pool their savings
and each take a proportionate share of the profits
or losses that may result. General Motors is typical
of that method of operation, has an important
volume position in the industry, issues detailed
financial statements disclosing the essential facts
about the business and can, therefore, be used as
an example to illustrate the problems, policies and
principles of our industry.

General Motors Corporation was organized in
1908, with Buick, Oldsmobile, Oakland (now
Pontiac), Cadillac Cartercar and Elmore passenger
cars and Reliance and Rapid trucks as a nucleus
The latter two passenger cars were discontinued
and Reliance and Rapid subsequently became
GMC Truck. Chevrolet was added in 1918, General
Motors” proportion of the industry was 199 in
1909, dropped to 997 in 1916, but had increased o
459, in the prewar years of 1939-1941.

In 1948 General Motors sales averaged 18 million

dollars per day and payrolls 5 million dollars per
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day, both on a five-day week. Net capital employed
by General Motors as of September 30, 1948 was
nearly two billion dollars. There were 380,000 em-
ployes, of whom 340,000 were in the United States.
The continued employment of these people and
the earnings on the investment of the stockholders
are dependent upon the ability of the sales depart-
ments to keep the products moving in an orderly
way through the distribution channels to the retail
Customers.

With the exception of a small number of retail
stores owned and operated by some of the General
Motors Divisions, the automotive products are
distributed through independent retail dealers
who own and operate their own sales and service
establishments.

Selection of Dealers

Our wholesale organization, in the selection of
dealers and in subsequent contact with them, has
two separate objectives in mind, the first of which
is, of course, the sale and distribution of our prod-
ucts. The second is also important. It is seldom that
the customer has any direct contact with factory

personnel, so his impression of General Motors is
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based upon his experience with the dealer. We
seek, therefore, dealers who can and will represent
us constructively. The money invested in our enter-
prise is on a permanent basis; we must build a
clientele that will make that investment productive
over a long period of time.

It is necessary for an individual desiring to
acquire a General Motors franchise to meet certain
capital requirements established by the Corpora-
tion. These must be sufficient to provide funds for
the purchase and installation of machinery and
equipment for the service station, the acquisition
of an inventory of service parts, and to cover pay-
rolls, accounts payable and operating expense for
a specific period of time. In addition, the planning
potential of the dealer’s zone of influence is care-
fully analyzed and standards established covering
the required or anticipated inventories of new
and used cars. In all of this, the broad experience
of the car division is made available to the dealer.
Invested funds must be adequate but within limits
where the return on investment of the dealer will
be satisfactory.

Another service to the dealer is rendered by the

business management department of the Division.
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Dealers submit monthly statements to the con-
trolling car divisions. These are analyzed, and
while individual dealer results are kept confidential,
a comparison discloses where the efficient dealer
is profiting above average and this information is
made available to others. Break-even points are
established by determining fixed expense and fixed
income as related to the size of the dealer’s contract.
In this way, the dealer has the advantage of com-
paring his operation with others of like size and
territory conditions.

The Sales Department also conducts various
training courses for the dealer’s personnel. The
courses for the retail salesmen cover product infor-
mation with which the salesmen must be familiar,
comparisons with competitive product and the
varying aspects of customer contact. There are
courses of training for the dealer’s service mechanics
on the repair and maintenance of customers’ cars,
There is also available a manual showing the
methods employed by various dealers in the recon-
ditioning and sale of used cars.

All of these objectives are directed from a central
office but they are carried to the field by the

regional and zone personnel. It may seem a difficult
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and complicated problem to bring this information
to thousands of dealers but there are usually only
some two hundred of them operating under a zone
and this permits close and intimate contact with
all of them.

While the car division absorbs the cost of national
advertising, local advertising cost is divided between
dealer and factory on a cooperative basis. The de-
tails are not so important, but the principle is
worthy of consideration. The car division deals
with a reputable and well-staffed advertising agency
and handles the national campaign. In addition,
they make available to the dealer the facilities, ex-
perience, copy and art work used in the national
campaign, thereby making a coordinated program
from which all benefit. It avoids the confusion that
would certainly result if all dealers were to handle

their own advertising.

Training Future Dealers

The Chevrolet Division has operated an inter-
esting training program for several years, known
as “Sons of Dealers School.” This is an intensive
six-weeks course conducted in Detroit, where a
group of forty sons of Chevrolet dealers are trained
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at one time in all phases of retail automotive oper-
ation. More than seven hundred students have
graduated from this school and there is a long wait-
ing list of applicants. It is an effort to train a younger
generation of dealers and to perpetuate, if possible,
the retail franchise in the family. At least, in the
event of the death or retirement of the operator,
first consideration is given to the possibility of suc-
cession by a son who has graduated from this school
and has had experience in operating the franchise.

New car discounts in the prewar period were
approximately 259 of the list price. This level was
established after many years experience which
proved that a substantial part of this discount was
dissipated in over-allowances on used cars taken in
trade and in the cost of reconditioning and selling
these cars. Efforts were made from time to time to
convince the potential customer that he should
accept a lower allowance for his old car, that he was
really buying a new car and not selling an old one.

However, in a buyers’ market, the customer
usually traded with the dealer who allowed the
largest amount for the old car against the purchase
of a new one. During the postwar scllers’ market,

new car dealers have not experienced losses on used
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cars taken in trade but when the buyers’ market
returns, this condition will again apply and the
new car discount rate will be needed to give the
dealer a fair return on his investment over a

business cvele.

Allocation of Cars

These are only a few of the more important re-
lationships that exist between the manufacturer
and the dealer. There are many others that might
have been discussed. One of the most troublesome
is the allocation of new cars, particularly in the
present sellers’ market. Each dealer feels that he
should receive more cars than are currently made
available to him. We have used, and are continuing
to use, our best judgment in this matter, according
to what we believe to be in the long term interest
of the customers, the dealers and ourselves. We give
full consideration to the shifts in population, the
amount of employment, the income in the area from
farm and industrial activity, and all other elements
we feel are essential. However, we have never yet
discovered a means of distributing a shortage to the
satisfaction of anyone, including ourselves.

The expense involved in the various dealer pro-
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grams is well justified by the results accomplished.
It is to the interest of the stockholders and our em-
ployes that we should have a strong retail selling
organization and whether it is realized or not the
factory and dealer are really in business together
and their interests are mutual.

If the product is not competitive in appearance,
performance, durability or price, the dealer position
is prejudiced, even though all of these are the result
of factory decisions over which he has no contral.
In like manner, when the dealer over-charges the
customer, under-allows on used cars, loads the car
with accessories that are not wanted, ete., he is
building resentment in the mind of the customer
that also reflects upon the factory even though the
responsibility rests entirely with the dealer.

The greatest progress can be made by factory
and dealer working together, dealing fairly with

each other and with their customers, building good

products, selling them on a basis that builds confi-

dence and insures continued satisfactory relation-
ship. It is for this objective we have been striving
for more than forty years. We not been entirely
successful, but we are making progress and we in-

tend to continue our efforts along these lines.
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