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Good Morning:

My name is Howard J. Dugoff; I am the Administrator of the Research
and Special Programs Administration of the Department of Transportation. I
am accompanied by Messrs. Anderson, Byron and 0'Donnell of the Transportation
Systems Center. I am pleased to have the opportunity this morning to describe
and discuss the Staff Study on Employment and Economic Effects of a Chrysler
Shutdown or Major Reduction in Business. The study was prepared by the staff
of the Transportation Systems Center; Cambridge, Massachusetts, which is a
part of the Research and Special Proarams Administration.

Let me begin by describing how the study came to be done. As you
may know, since its inception, the Department of Transportation has conducted
important regulatory programs affecting automobile transportation. In
addition to responsibilities in motor vehicle safety, more recently the
Department’s National Highway Safety Admipfstratfoh:has»been adminiétering
a program of motor vehicle fuel economy regulation pursuant to the Energy
Policy and Conservation Act of 1975, These activities have contributed to
the assembling of a considerable body of knowledae not only of automobile
technology, but also of the management and financial aspects of automobile
and automobile equipment manufacturing and manufacturers. Much of this
expertise is found at our Transportation Systems Center.

So, when the Chrysier management approached the Federal Government
this Spring seeking financial support, it was not suprising that the Treasury

Department, the executive branch coordinating agency for the Chrysler matter,



requested the Department of Transportation and other agencies to undertake
certain employment and economic analyses to provide background information

for decisionmaking. On August 15, the Transportation Systems Center staff
forwarded to Treasury Department officials, with whom they had been working,

a draft report addressing the specific questions that had been put to them.
Subsequently, the draft study was furnished to members of Congress who requested

it, and was introduced into the Congressional Record by Senator Eagleton.

The views expressed in the draft were the views of the individual authors.
They had not received higher level review,

Since the draft study was prepared, it has been further refined,
although the basic data and its implications have not changed.

Having reviewed the background for the Transportation Systems Center
study, let me now turn briefly to its contents. Two primary issues raised
by the Treasury Department were:

0 What employment effects would result from a complete

shutdown of the Chrysler automotive production facili-

ties?

o What economic effects would the Nation, or more

particularly several regions of the Nation, sustain

under the same shutdown conditions?
The report was produced in response to these questions and consists, for
the most part, of an objective aggregation of quantitative data, interpreted
in Tight of our knowledge of the Corporation and the automobile industry.

As the report clearly states, it is not a prediction of a shutdown; it

merely estimates what would be the effects of a shutdown. The report



specifically disclaims any intention to imply that Chrysler's only option

in the face of continued financial stress is to completely shut down opera-
tions. The shutdown option should be viewed as an exaggeréted "worst case"
scenario. For this reason, the report does not discuss in detail such issues
as:

a. The long-term impact on overall employment in the

automobile industry as a whole; rather, the report
focuses almost exclusively on the impact of a shutdown
on Chrysler's own labor force; and

b. Options short of a shutdown such as whether Chrysier's

ultimate viability requires some dispersal of its
facilities outside Detroit.
Again, the report is not meant to be a prediction of shutdown.

The text of the report is supported by a number of exhibits which
quantify various aspects of the Chrysler situation and, I believe, largely
speak for themselves. At the risk of oversimplifying, what the Transporta-
tion Systems Center staff did was to consider the location of the various
Chrysier plants and the employment associated with each plant. To these
data were then applied mu]éip]yer factors derived from six recent studies
which measured historic patterns of layoffs in the auto industry to arrive
at a projection of total job 1osses;

The study then went on to analyze the chances for alternative
employment opportunities for those workers. Here we considered the
organization and plant locations of other major automobile and component
manufacturers and the capacities of those plants. The possibility that
another manufacturer would assume all of Chrysler's operations was considered,

as were alternative uses for the Chrysler facilities and the possibilities

for employment outside of the auto industry. The numbers underscored the



fact that the Detroit area would be the geographic area particularly affected
by a Chrysler failure.

That observation leads me to make special reference to an important
feature of the study. The ana1y$is Tooks at the situation from a community
point of view. As I have previously indicated, it builds from plants and
community data rather than takino a national, macroeconomic approach. The
shutdown of an employer, even of the size of Chrysler, may not seem signifi-
cant in terms of gross national product or national work force. It may,.
however, have very different implications when assessed in terms of its impact
on particular communities.

In concluding my statement, let me reiterate that the Transportation
Systems Center staff study is no more than an assessment of the quantatitive
impacts of a hypothetical event; namely, the total shutdown of Chrysler opera-
tions. It in no way speaks to the question of the Tikelihood of that event,
or the-possib1e influence that Federal action or actions might have on the
likelihood of that event. Administration decisions concerning possible
Federal assistance to Chrysler will be made only after careful consideration
of all available data, including the proper role of Government and the
relationship to all National interests.

My colleagues and I will be happy to respond to any questions which

the Committee may wish to ask about the study. Thank you.



