Autos heading toward ‘normal’ downturn

‘The other day I was Invited to dis-
cuss the recent spate of record quar-
ters reported by the U.S. auto indus-
try at one of those weekly news sem-
inars on local televislon.

Explalning the signlficance of
record auto profits normally is one
of thuse subjects I.avoid discussing
in mixed company, just as I avoid
predicting who the next chalrman of
General Motars wlit be. Regardless,
Hke mest print journailsts with an
¢go problem, given an opportunity to
be on televislon, 1 relented and of-
{ered my expertise,

Then 1 rushed to the library to
Took up the latest auto flnanclal
statements,

Ignorance alonc never stopped me
from offering my opinlon. The maln
reason I never comment on record
auto profits is because it Is a subject.

complex enough to support nearly
any half -as, ... On {urther
thought, maybe It is my kind of to-
plc. But I digreas,

The combined total of $3.54 bllllon
In Blg Three earnings dld, in fact set
an eammnlings record of sorts for a sin-
gle quarter, II you ignore the current
low state of the dollar, (nflatlonary
adfustment, and Chrysles’s acqulsl-
ticn of AMC — some of the factors
that make ‘“records” inevitable as
long as the economy doesn't slow
down.

The next picce of informatlon
quickly offered b
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times won't last forever.

MOST OF THiS I tend to Ignore as
more or less standard balance sheet
blather. I also ignore other qulrks
common to major US. corporations,

y
looking over thelr shoutders at Unit-
ed Auto Workers contract negotia-
tlons is that proflts as a percentage
of sales (also near-record levels)
aren't so hot. Then they go on to
warn, llke Diana Ross, that good

such as in the f{ine print
that if afl the current lawsuits go
against them, the settlements exceed
the corporate net worth. Or how the
pension fund isn't really funded. It
never is.

In fact, other than noting that

Every product reaches maturity

By Mary DiPacle
spoclal welter

Market maturity represents the
stage during an indusiry’s product
life cycle when sales level off and
the competiton (3 the toughest.

Many competltors have entered
the market in the battle for profits
and are very aggressive. Generally
greaking, profits fall during this
stage because promation costs keep
increasing as some competltors cut
prices to atiract businees, Even dur-
Ing market maturlty, new competi-
tors can arrive on the scene in hopes
of capturing valuable market share.

To compete ecffectively, per-
suasive promotlon appeals are criti-
cal because the Industry’s products
ar services differ only slightly, if at
all. Distribution methods also be-
come more intense during this stage
tn order for the products or service
to remaln avaliable to potential cus-
tomers,

To boost sales durlng thls stage,

« Unimited draws

many companles improve thelr

product or service for the same or a
dmercnt customer market — and Tet
It start off on a dlfferent cycle. They
may alse withdraw or phase out
their product before the next llfc
cycle atage {market decline) sets in.
Examples of product ndustries now
in the market maturity stage Include
most  groceries, cosmetics and
househeld appliances.

MARKET DECLINE is one stage
that most companles try to avotd.
During market dectine, new prod-
ucts replace the old. Price competi-
tion from dylng products may be-
come more vigorous, hut iU’s the
strongest brands that usually gen-
erate some profit until the end. To
minlmize losses during this stage,
many companles pursue a ‘“phase
out” strategy. This may involve se-

them of{. Advertising and other pro-
motlonal efforts may be canceled
because there is no point In promet-
Ing for the long run any more. Such
actions will Influcnce ‘company mo-
rale if little or nathing 1s done to pre-
pare employees and suppliers for the
phaseout.

As new _products replace those
that have been cllminated, the prod-
uct life starts over agaln. But devel-
oping a new product demands much
time and talent ~— and still the risks
ang costs of fallure are high, As
product life cycle apalysls 1s a pro-
cess used to describe and cvnllunc
Industry success over the long term,
so are the activities assoclated with
new product development. The five-
step process through which any new
product movea 1nnludes Idea genera-
tlon, scrcenlug. §dea evaluation, de-

lective ordering so that
can end with & minimum of unused
Inventory.

It may also mean shlfting the
sales force to other jobs or laying
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Next weck we will dlscuss this
process In more detall as it pertains
to both Industrial .and consumer
markets.

Mary DiPaolo is the oumer of
MarkeTrends, a Farmington
Hilis-based business consulting
firm, She is also producer and

f host of the cable television series,

these are pretty good times In the
auto buslness, there iso't much to
say about record profits.

, it scems kind of weird that a
reasonabla approximation of pros-
perity continues in an industry town
that is more actustomed to beart-
ntnpplng business ups and downs.

This despite (he fact that if you
keep whistling away the gloom
based on trade figures, national debt
and the pending n:mm‘:ltiou of the

here is an
be a good time for the car business.

Baby boomers are just getting in
thelr stride as consumers, keep hav~
ing families and discoveriog
thelr lal.he::ub:lupu Olamwbllts

s
spending. In an odd Hnd ol way, the

Is just around the mrncr h that there
hasn't been one recently, This Is the
kind of thinking that would have had
us fighting World War VI by now if it
was pumled by the defense depart-
ment.

In fact, the auto industry basn’t
bad 2 “normal” downturn since the
end of World War II. Instead, there
have been a serles of shocks precipl-
tated by modern cvents: postwar

worldwide the oil

o
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crisis, envlmnmen!zl lc&hlﬂiw.
changes in world currency, ete.”
Today, energy cosis are rixin
slowly; the dollar is galning s
but not rapidly; interest rates”
bouneing and most d
car lines are as competitive as they
have ever been agalnst import com-
petition. . e
That's pretty dull =tuff for telcvi-
slon. But al} I could say was'that
with auto sales softening, along ‘with
production schedules, we seem to be
heading into the rarest econcmic
event of all — a “normal” buslpess
downturn, like they tell you about b:
buslness school.

Dan McCosh i3 the cuwmou've
editor of Popular Science. 3

better.
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