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Dear Senator Levin:

Re:  Financial Challenges facing the auto industry

Thank you for your email providing your summary and the link to your testimony before 
the House Financial Services Committee.  I have also watched most of the Senate Banking 
hearings on C-SPAN.  I am a retired executive from GM, and a continuing student of 
organizational challenges.  

While the initial focus has been on the Detroit 3 and the UAW, I believe the causes are 
much broader and deeper, and affect the entire manufacturing sector.  As with all major problems, 
there are many causes as the credit crises has illustrated.  Most causes have been incrementally 
created in the past 40 years by a series of less-than-sound economic decisions focused on the 
short term by the companies, unions, federal government, and state governments.  The lessons to 
be learned are understanding these actions and their consequences.  

What is broken is the USA National Industrial System.  All of the stakeholders must come 
to the table, and offer to do their parts in making American industries competitive.  The auto 
industry is the major industry in financial crisis at the moment —  and in the hot seat in 
Washington — because of the systemic problems of that broken system because of the quadruple 
events of high gas prices, collapse of the credit market, unfunded liabilities coming due, and 
demands on costs to develop complete new vehicle lines for the fuel economy standards.  

Just addressing Detroit 3's cash shortage with a bridge loan and actions by the companies 
and the unions is insufficient.  Also required are corrective actions for the underlying systemic 
causes in the federal and state laws and practices that have resulted in the USA becoming a debtor 
nation and exporting our wealth.  

We need only look at the bankruptcy by Delphi to realize the uncertainties and peril of that 
approach.  After two years, Delphi is still in bankruptcy.  GM has paid billions toward legacy 
costs — the previously-ignored unfunded liabilities.  The bankruptcy indicates many 
uncompetitive areas and the magnitude of the painful givebacks.  But so far, no adjustments have 
been made by governments to ensure the federal and state laws and regulations do not impose 
internationally-uncompetitive requirements on domestic industry.  

At the next Congressional hearings, I hope that all stakeholders will be testifying on the 
changes they are willing to make to create a competitive business environment for domestic 
industry.  Those accountable stakeholders include:

(1) auto companies (competitive products, competitive business practices, scenario long-



range planning, etc.)
(2) UAW and other unions (competitive labor contracts, work rules, retirement, health care, 

separation, etc.)
(3) representatives of the boards of directors (executive compensation, setting direction, 

establishing policy, conducting oversight, approving long-range plans and major 
expenditures with emphasis on the longer range)

(4) governors of the industrial states (competitive state taxes, laws and practices for labor, 
management and business compared to those of other states)

(5) congressional delegations from the industrial states (competitive federal taxes, laws and 
practices for labor, management and business comparable with those of other countries)

(6) congressional delegations from the industrial states (tax policies related to trade that create 
competitive taxes on products regardless country of manufacture — part of competitive 
trade policies)

(7) congressional delegations from all states (amend the form of the fuel economy standards 
— from CAFE to NAFE [National Average Fuel Economy] — to eliminate the 
disadvantage to the Detroit 3, and to be based on proven technologies)

(8) executive branch and congressional delegations (replace the ideology of “free trade” with 
“trade for mutual benefit” to address currency issues, requirements for local content, and 
other protective barriers that impose uncompetitive requirements on domestic industry)

(9) SEC and accounting standards that address the unfunded liabilities that companies and 
government at all levels need help on.  

(10) other sectors of American industry that face similar national industrial problems.  
(11) the general public to recognize that buying American products keeps more of the wealth 

in the USA
(12) other groups (no group can be left out).  

Because the corrections are painful, a common objective is required which I believe is to be 
competitive in all areas.  This would provide a neutral basis for what people and governments 
may perceive to be givebacks in exchange for sharing in the common good from the difficult 
actions to be taken.  What must be avoided are requirements from the federal government on the 
Detroit 3 that are not also imposed neutrally on all producers.  In my view, the tax issues require 
a value-added system with VAT added for products and components entering the USA and 
forgiven when leaving.  

I agree with the argument by Peter Morici, professor of business at University or 
Maryland, at the Senate hearing that the auto industry is or may be a contracting industry.  One 
of the scenarios that must be part of the long-range planning for each company is one based on a 
declining industry.  He also stressed that, because of the low margins, the Detroit 3 must be 
competitive in all areas, not “almost competitive”.  

An important question to be asked of the CEOs of the Detroit 3 and the President UAW is, 
"Can your company be competitive on the long-term in a contracting industry and maintain 
significant manufacturing operations in the USA without competitive practices for items 4 
through 9 in the above list?"

As a retired executive from GM, I believe the companies have been slow in responding to 
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changing conditions with too much focus on the short term, and have made some poor decisions 
— not different from any other group.  I believe the companies and the UAW have done a poor 
job in communicating the many actions that have been taken in the last 10 years.  They seem to 
have been unwilling to talk about the obligations and poor economic practices created 20 years 
and more ago that are now coming due.  These are often referred to as legacy costs, but are in 
reality unfunded liabilities that are now inescapable.  

Mark Phelan of the Detroit Free Press wrote a nice article in the 2008 Nov 17 Free Press 
based on facts describing six myths about the Detroit 3.  His facts show that the following 
statements are untrue.  
    •  Nobody buys their vehicles.
    •  They build unreliable junk.
    •  They build gas-guzzlers.
    •  They already got a $25-billion bailout.
    •  GM, Ford and Chrysler are idiots for investing in pickups and SUVs.
    •  They don't build hybrids.
Debunking these myths may be good talking points.  

Sincerely,

Donald L. Nordeen

cc: Mr. Richard Wagoner, CEO GM
GM Board of Directors
Gov. Jennifer Granholm
Senator Tony Stamas
Representative Kevin Elsenheimer
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