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Cha pt ex 1 

INTRODUCTION 

.DuT i:;1g the past three years the American economy in 

g c n er a 1 an J t h c auto rn o b i l E-: ind u s 1: r y in part i cul a r w a s p 1 a g u e d 

with :ir·.:C.ation:. recession,. and unemployment. With sales de-· 

cJ.i;i-iLg during those years, profits vanished and layoffs �Ln-
creased within the automobile ]ndustry. 

0·1e of the fa ·tors that contribute�<i to tl11·s bl , pro . . em 

vas the kra b Oil Em bat go of November, 197 3. In the last 

quarter of 1973, when the automobile industry started its 

proJ.ong�d decline in sales, most of the Oil Producing and 

Export Countries (OPEC) were red.irecting the world economy 

for their m\'11 benefit through emba ·�goes and pr ice fixing on 

their oil. 

Because of the dramatic ramifications the Arab Oil 

Embargo had on the U.S. automobile industry, this study fo-

cuses on the changes in consumer demand for automobiles during 

the embargo of Novembe�, 1973, and the recession and infla-

tionary period that followed through the first quarter of 

1975. The events that took place in the automobile industry 
during those periods are outlined below. 

BACl;GROUND 

St · s e s i· 11 t he pr i c e of c r u cl e o i l ''h� r e ob ·-
L e e p 1.11 c l e �L , . 

servc.-:d. cJfter the oil embargo was imposed in November of 1973. 

1 



Since higher prices were charged for oil, gasoline prices 

were also higher. These factors had a direct effect on in-

flation and real disposable income. Further, consumers who 

drove large cars found that driving was getting very expen-

sive. From 1960 to 1965 the cost of gasoline increased by 

only .5 percent at a compound annual rate, whil e in 1 974 it 

jumped 36 percent ov er 1973.1 

While consumers worried about how much it cost to 

operate their automobiles, they found that the automobile 

manufacturers were raising new car prices. I t  is easy to 

2 

understand why this could have a significant effect on demand 

for new cars. The average American consumer allocates a 

far-ily constant percentage of hj_s personal outlays to a�to 

transportation. This outlay av erages about 10 percent, in-

eluding car payments, parts, gas and oil .
2 

The total cost of car ownership went up at a rate of 

3.6 percent per year from 1 965 through 1973. This was a rate 

of increase less than that of the c onsumer price index, which 

averaged an annual increase of 4.4 percent over the same time 

period. However, by industry estimates, over the next seven 

years the cost of car ownership should rise by 8. 2 percent a 
year, including a seven percent annual rise in new car prices. 

---.r-------- ----·-----

lFinancial World, November 6, 1974, p. 13. 
- .. --�-----------· 

' ' 



The consumer pric e index during that period of time is ex­

pected to go up by an average of 6 .7 percent per year .
3 

3 

Coupled with the gasoline crisis and the rise in new 

car prices, only 3.9 million cars were sold during the first 

half of 1974 . This was 24 percent below a year earlier, and 

was the lowest half-year figure recorded in 11 years .
4 

The 

collapse of the big-car market cau s ed the greatest majority 

of the loss in auto sales. This can be directly related to 

the dramatic increases in gasoline prices and s h ortag es of 

supply observed during the critical time period. 

The auto�ob i l e  manufacturers responded by embarking 

on a progTam to improve fuel economy and by reducing the over-

all weight of automobiles. One approach· used to improve fuel 

economy was the catalytic converter in 1 975 mode l s . This 

result d in a 12.4 percent improvement in fuel economy indus­

try-wide, and cleaner air to please the environmentalists.
5 

However, it nust be stated that the catalytic converters were 

not introdtced with the expressed intent of i n crea s in g fuel 

economy. 

Rather, such a device was mandated by pre ious Con­

gr ssional action. In this particular case it was an example 

4 !'! c ,� s we e k , Ju 1 y 1 5 , 1 9 7 4 , p . 6 7 . 
[' 

. 

�Financ
_
ia_!_JVorl<l, loc. cit. 
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of "good timing", since the devices did result in the fortui--

tous improvements in fuel economy noted above. 

After a crippling first and se c ond quarter in auto-

mobile sales durin g 19 7 4, sa les picked up again during the 

summer. The automobile industry suffered sharp reverses 

again in m id- October, after most of the automobile manufac-

turers had introduced the new 1975 models. Part of the reason 

for this reversal was the $92 9 average price increase experi­

enced duri g the 1974-75 model year. Over $400 of thi s aver-

age increase came with the introduction of the 1975 models. 

As a result, the.public rushed to buy 1974 cars before the 

n ew pr ic e increase s on the 1975 models came into effect. 

Their action produced a bulge in. s a l es at the end of the sum­
mer in 1974 and a sharp reduction in auto sales by mid-October, 

7 d · h · a6 when measured against 19 3 sales ur1ng t at per10 . 

Sales of American made cars had been dropping steadily 

during 1974, and were now well under 1973's levels, which in 
turn reflec ted the first impact of the Arab Oil Embargo. 

Further evidence that � eveals how sales dropped in 1974 is 

the scrappage rate of automobiles per year. As recently as 

1972 it was estimated that 8 mi l lion autos were scrapped dur-

ing that year, either because they wore out or were damaged 

beydnd repair. The auto industry estimated the scrappage rate 

61bid. 
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for 1974 was down to approximately 6. 5 millio n cars a year .
7 

When times are had, owners keep their -cars longer. 

Since sales were down and profits were declining, 

aut omobile man1Jfacturers were for c e d to lay off many employees. 

Auto sales were off by 38 percent and inventories of unsold 

car.� were accumulating at alarming rates. Thus , the industry 
was forced to drastically reduce prod uc t ion schedules.

8 

The automobile industry was headed for an economic 

crisi with consumer demand dropping, production falling, 

and unemployment risi11g. Since the industry is a larg com­
ponent of the U.S. manufacturing sector> these factors had 

dramatic ramifications for the U. S. ec�nomy as a whole. 

New automobiles were accumulatin� by the hundreds of 

thousa ds in fac tory parking lots and dealer showrooms across 

the country, and it was only a ma tt er of time before car 

manufacturers were forced to implement new techniques to get 

them out of factory parking lots and into buyers' garages. 

One such technique was known as the cash rebate. 

The first rebate plan, introduced by Chrysler Corpora­

tion was formally announced in television commercials during 

the 1975 Super Bowl Game in Janur ry of that year. This plan 

was calJed "Chrysler's Car Clearance Carnival". Chrysler 

7u.s. News and Wor l�!_Bep�rt, January 27, 1975, p. 60. 

8Newsire�k, December 2, 1974, p. 68. 
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designated certain·cars and trucks each week for a cash rebate. 

After the buyer and dealer negotiated the sale of a particular 

car, such as a Dodge Dart, the buyer would receive a $200 cash 

rebate directly from Chrysler Corporation. Purchase of a 

larger car, such as a New Yorker, would bring a $300 rebate.9 

Reasons for offering a larger rebate on the bigger cars were: 

(1)  these cars generally have a greater percentage mark-up 

price than the smaller cars , and '(2) Chrysler had a larr.er 

iiventory of big cars at that time. With respect to the first 

reason, tl1is obviously gave them more variability in terms of 

a profit margin. · The second reason Telates to the fact that 

interest charges on these high priced models held in inventory 

by both manufacturers and deaJers were severely damaging 

their already troubled financial positions. 

Chrysler was the fjrst to introduce such a rebate 

program, and Ford, General Motors, and American Motors were 

soon forced to follow. Rebate promotions were ·the chief 

instrument used by the industry in the f i rs t. quarter of 197 5 

in an attempt to reverse their precarious positions. 

PROBLEM STATEMENT 

The background information presented above dealt with 

the United States as a whole. However, the question of whether 

this impact was equally distributed throughout the coun�ry is 

· 9 �-e w s we ck , January 2 0 ; 1 9 7 5 , P · 6 3 �· 
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also one of interest. To address this question directly, 

three different markets were identified: (1) Rapid City) 

South Dakota; ( 2 ) the greater Denver, Colorado, metropolitan 

area; (3) the aggregate United States market. 

The Ra pid City-United Sta tes pair represents the total 

market small. market cornparjson, whi l e the Denver ma r ke t  repre-

scnts an intermediate point .of observation. This three market 

approach served as the structure for examining the question of 

impact distribution men ·ioned above. Comparing changes in new 

car sa les within and a mon g these individual markets during the 

Arab Oil Embargo of November, 1 9 73, and the rec es sion and in­

fl�tionary period that fo llo�ed served as the approach to the 

impact incidence problem. 

Also, the problem of consumers switching from larg er 

to smalle · cars mentioned previously is one of concern to the 

automobile manufacturers as well as individual dealer�. Thus, 

thi s  area of concern is also addressed. 

The effectiveness of the cash rebate system used to 

promote sales and move accumulated inventory during the first 

quarter of 1975 is the final problem area examined. 

GENERAL OBJECTIVES 

The problem ar e a s mentioned above lead to the follow­

ing general object ives: 
l . T 0 d et 0 rnd n c i f I� a p j d C i t y w a s r e 1 at iv e 1 y i n s u 1 at c d 

in new cClr sales in cornparic-on to the Denver and entire United 
States markets. 



2. To assess the impact of buyers switching t11eir 

preference from larger to smaller cars during the period in 

question. 

3 .  To examine the effectiveness of cash rebat e s  

offered hy automobile corporations during the first quarter 

of 197 5. 

8 



Chapter 2 

DEVELOPMENT OF METHOD OF 

DATA EVALUATION 

Two principal areas are discussed in this chapter. 

The first area is the specific tjme frame that was us ed for 

the s tudy and how the statistical information was gathered. 

The second is concerned with how the data was eval�atcd. 

ANALYTICAL TIME FRAME 
AND DATA BASE 

Specific Time Fra�e Used 

The period of analysis covered in the study was 

October 197 3 ·through March 197 5. This period was chosen in 

order to capture the changes in consumer demand for a.utomo-

biles resulting from three specific events: ( 1 )  the Arab 

Oil Embargo of 1973; (2) the recession and infl·tionary 

period of 1974; and (3) the cash rebates offered during 

the first quarter of 1 97 5. 

Data Used 

S tatistical information used was new automobile regis-

trati on data compiled by R.L. Polk and Company for the Olds­

mobile Divisio11 of General Motors Corporation. R.L. Polk and 

C�mpany compiles all new car registrations reported by -states 

within the United St�tes. After the s tatistical infor�ation 

is con1 ·1 � R 1 Pol ·k � nd Com p a n y d istributes the data to · p L CCI, • , • u • 

9 
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General Motors Corporation. General Mo tor s  t}1en distributes 

this information to the different divisions within the corpor­

ation. The separate d ivis i on s of General Motors are Cadillac, 

Chevrolet, Pontiac, Buic k, .and Oldsmobile. 

The statistics usecl in this analysis were received 

from the Oldsmobile Division Denver Zone Office.1 These data 

were in the form of monthly reports of new car iegistra-ions 

concerned with the Rapid City area, the Denver metropolitan 

area, and the Unite<l States. These monthly statistics showed 

comparisons in new car automo b ile registrations dependent upon 

two factors: (a) size of th· automobiJe and (b) the particu-

lar divisio1 or c o rporation frorr w}ich the car came. 

A sample of the data received from he Oldsmobile 

Division Denver Zone Office is presented in Table 1. This 

report shows tha running totals of new car registrations for 

the Rapid City area for the month of October. Running totals 

are the curnmulative sales that have taken place in each cate-

gory during a parti cular year. For example, Table 1 il lus ­
trates total sales of new cars for the different s ize groups. 

These figures are the total cummulative sale s for the months 

January through October 1973. By using the se monthly reports 

an evaluatj.on can be made to determine how many Oldsmobilei of 

a pa�ticular size were sold in 197 3  through October of that 

--------�-----

1 st at i s t i c s we r e 1� cc e iv e d from Mr • G en e Vaughn , 01 d s -
mobile D:tvisjon Denver Zone Manager. 
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Table 1 

Sample Data- Rapid Ci ty Area 

"''·"''--E.A.("...J£_Lr .... __ 10 .. 1_.D.f:..N'.l..ffi__ __ .,,, •• cT _ _.,3'----· 



1 2  

y e a r . S p e c i f i c a l l y ,  T a b l e 1 s h o w s t ha t  1 8  c omp a c t  O l d s mo b i l e  

Om e g  · 1  s h ad b e en s o l d t h r o u g h  O c t o b e r , 1 97 3 .  

A s  m e n t i o n e d  b e f o r e , t h e  s t a t i s t i c s  a r e r e f e r en c e d  

w i t h  r e s p e c t t o  t h e p a r t i c u l a r  " b ra n d n am e "  o f  c a r a n d  siz e 

gro up . F o r  p u r  o s e s  o f  c l a r i t y a n d  c o n t i n u i t y t h rou g hou t t h e  

r ema i n d e r  o f  t h e s tud y , t h e  t e rm s  s e d to i d e n t i fy t h e i nd i -

v idu a l s i z e  g l o u p s  a r e s p e c i f i e d b e l o w .  

C omp a c t . T h e  c om p a c t are a r e p r e s e n t s o n l y  sm a l l  s j z e  

c a r s . Ex am µ J c s i n c  u d e  O l d s m o b i l e  Om e g a , C h ev r o l e t N o v a , 

P o n t i a c  V e n t u r a , Bu j_ c k  Ap o l l o ,  Ford Mav e r i c k , M e r c u r y  C o m e t , 

P y1 1 o u t h  /a l i a n t , Do <l g e D a r t , AMC H o r n e t , a nd a l l  c o m p a c t 

imp o r t s . 

Mid - S j  z. c . T b. 1 3 t c nn d e n o t c: s  au t o s  s u c h  a s  O l d s m o b i l e  

Cu t l a �; ,; , C h e v r o l e t C hev c l l c� ,  Po n t i ·· ,... T emp e s t , Bu i c k  S ky l ark , 

F o r d  G r an a d a ,  M e r c t i -c y  M o n t  e g o , a n d  P l ym o u t h  Du s t e r . 

!� e g� l 1  �E . T 1 1  · _ :·_� :i s <i s ix Jr s s en g c r f u 1 J - s i z e c a r  . I n -
e l u d ed a · c  t h e C h ev r o l e t  I mp a l a , P o n t i a c C a t a l i n a , B uic k L e  

S a b � e , � t e r- c u r y  M2 r qu i s �  and F o r d  L T D . 

I l  j F } 1 - P r  3. c n .:l . 
_ .. _ _  v_ --·-·-----·-- -· - . 

I n c J u d ed i n  t h i s c a t e g o � y a r e t h e m o r e 

exp c n s i v  e: a u  � o s �� u c h a s O 1 d s m o  b i l e T o r o  na do , Bu i c k  E 1 e c t r  a 
an d Ic�. v � r ·-J ,  a 1 1  C c;  d i.. 1 1  c.: c:  m o  cl e l s ,  F o r d T h u nd e r b i r d , L i nc o l n  

Co n t  i n  ::. n _ a  J , C h  r y s 1 t.� r J 1� 1 p A r  �- a 1 , a n d  a 1 1  c x p  c n s i v e i m p  o r  t s . 

. �r_o t �- �� _ .  _gy 0 �?- . Th i s  t e r  m r e p T e· s c n t s t h  c a g g r  e g a t  e o f  

a 1 1  C o  lTt p a  c t , M i d  - S i z c , R c g  u 1 a r , cm cl f J  j g h - P 1, i c: e d m o d  c 1 s . 
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M E T H OD O F  DATA EVAL UAT I ON 

Da t a  an a l y s i s  wa s o r g a n i z ed in & n  e f f o r t t o  eva l u a t e  

t h e  o b j e c t i v e s o f  t h i s  s tu d y . T he g e u e T a l  o bj e c t ive s p r e s en t e d 

i n  C hap t e r 1 we r e  a s  f o l l o w s : 

1 .  To d e t e rm i n e  i f R a p i d C i t y la s r e l a t i v e l y  i n su l a t e d  

i i  n e w c a r  s a l e s  wh e n  c omp a r e d  t o  t he D e nv e r  a nd U . S . ma r k e t s .  

2 .  To a s s e s s  t h e  i 1np a c t of bu ye r s s w i t c h i ng t h e i r 

p r e f e r e n c e fro1� l a r g  r t o  Sm a l l e r c a r s  du r i n g  t h e per i od i n  

qu e s t i o n . 

3 .  T o  e x am i n e the e f f e c t i v e n e s s  o f  c a s h  r e b a t e s 

o f f e r e d  by a u  : o rn o b i l e  c o rp o r a t i o n s  du r i n g t h e  f i r s t  qu a r t e r  
o f  1 9 7 5 . 

Th c a n  a 1 y s .i s i n  i t i  a 1 1  y f o c u s  e d l p o  n t he f 1 u c t  u a t  i o n s 

i n  s a l e s w i t h i n  e a c h o f  t he  t h r e e  rna r k e t s . T o  E, v a l u a t e t h e s e  

f l u c t u a t i o n s , t h e  a na l y s i s  wa s o r g a n i z e d b y  ex amin ing t h e  

c h a n g e s  j E  J .. e w  c a r  s a l e s  b a s e d o n  t he s i z e  o f  t l  e a i t om o b i l e .  

B y  l i s t i n g a l l  au t om o b i l e d i v i s i o n s  and c o r p o r a t i o n s  t h a t  s o l d  

t h a t  p a r t i c u l a r s i z e a u t om o b i l e ,  i t  w a s  p o s s i b l e  t o  d e t e rm i n e  

how m an i ::i t  1 t o s o f  t h  a t s i z e \'.re r e s o  1 cl a t v a r i o u s  p o  i n t s i n  

t im � . 

T hr o H? h s u c h  a f r am c:'\'¥'O r k  t h e  f o c u s w a s d i  r e c  t c d a t  

s how i n g  t· h c c ha n g e s  i n  t o t a  1 <'. u t orn o b  i .  l c s a 1 e s f o r  t h e  f o u r  

d i f f e r e n t  s i z e s  o f  au t omo b i l e s  t ha t  w �: r c  e v a l u a t e d . R c a l l 

t h a t  t h e T o t a l G r ou p  s � l c s  f i gu r e i s  t h e  sum of t he f o u r  i n  

d i v i <lu a l  g r o l:p s :  C o np a c t > M i d - S i z e , R e g u l a r , a n d  H i g h - P r j c c d . 

A ': a r e s u 1 t 0 f t h  i s 0 J' g �1; i_ z 2 t i. c. n J 1 s c h  cm e > t h e c h  ... � p t  e r  o n  
3 2 3 2 8 6  
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1 4  

d a t a  a n a l y s i s  t h a t  f o l l o w s  ha s f i v e  p r i nc i p a l  s e c t i o n � , o n e  

f or e a. c h o f  t h e  f ou r  a u t o  s i z e  g r o u p s a n d  a t o t a l g r ou p . The 

a p p r o a c h  o f  a n a l y z i n g  t h e s e  d a t a  g r o u p s i s  o u t l i n e d  b e l o w . 

T h e  f i r s t  s e c t i on o f  t h e  a n a l y s i s  c h ap t e r i s  c o n c e r n e d 

w i t h  a n  ev a l u a t i o n o f  t h e c ha n g e s  i n  c om p a c t c a r  s a l e s  i n  t h e  

t h r e e  m a  k e t  a r ea s u n d e r  o b s e r v a t i o n : Ra p i d C i ty ,  D e nv e r , a n d  
t h e  U . S .  Fo l l ow i n g  t h e  p r e s e n t a t i o n  o f  t h e  s t a t i s t i c s  r e g a r d -

1 n g t h e f l u c tu a t i o n s  i n  c om p a c t c a r  s a l e s  f or e ach ma r k  t d u r ­
i n g  t h e  p c r " od un d e r o b s e r v a t i o n , th e t o t a J  c o mp a c t g T o n p  s a l e s 

o f  e a c h  m a r k e t  i s  j l l u s t r a t e d g r a p h i c a l l y  b y  u s i n g t he m o n t h l y 

r u n n i n g  s a l e s t o t a l s .  B y  p l o t t i n g  c o m p a c t g r o u p  t o t a l s  f o r  

e a c h  o f  t h e  t hr e e  m a r k e t s , a t t e n t i o n i s  t h en d i r e c t e d t o  h o w  

t o t a l c omp a t s a l e s  f l u c tu a t e d i n  e a c h _ i n d i v j d u a l  m a r k e t  ar e a . 

T h e qu e s t i o n  o f  'vhe t h e r  R a p i d  C i t y  w a s r e l a t i v e l y  

i n s u l a t e d a s  c om p a r e d t o  D e n v e r  a n d t h e  U . S .  i 1  d em a n d  f o r  

new c m p a c t c a r  d u r i ng t h e  c r i s i s  e r a  i s  a d d r e s s e d a f t e r 

e x am i n i n g  t h e f l u c t u a t i o n s among t h e t hr e e s e p a r a t e  m a r k e t s . 

T he s e c o n d , t h i r d , a n d  f o u r t h  s e c t j o n s o f  t h e  c h a p t e r  

ev a l u a t e t h e  c ha n g e s  i n· to t al s a l e s  f o r  M i <l - S i z e ,  R e g u l a r ,  a nd 

H i g h - P r i c _. d c a r s  i n  t h e  t hr e e m a r k e t  a r e a s .  T he s a m e  a n a l y t i ­

c a 1  f r am e  w r k  d j  s cu s : c d  a bo v e  f o r  c om p a c t c a r s  wa s f o l l o w e d  

f o r  e a c h of t h e se t h r e e  g r o u p s . 

T h e  f i f t h  s e c t i o n , t o t a l  g r o u p  s a l e s , i s  e x am i n e d  

fo l l ow i n g  t h e f o ur s e c t i o n s  o n  i n d i v i d u a l s i z e g r ou p s . T h e s e 

f iv e  s e c t i o n s  c Y C emp l o y e d  t o  f o c u s d i r e c t l y  o n  t h e o b j e c t i v e s  

o f  t h i s  r e s e a r c h . 



I n s u l a t j o n 

DATA EVA LUAT I ON W I T H RE S P E C T  
T O  S TATE D  O B J E C T I V E S  

1 5  

F l u c tu a t i o n s  i n  n ew c a r s a l e s  f o r t he R a p i d  C i t y ,  

D e n v e r , a n d  U . S .  m a r k e t  a r e a s  b e t w e e n  1 9 7 3  and 1 974  w e r e u s ed 

in d e t e rm i n i n g  wh e t h e r  Ra p i d  C i t y w a s r e l a t iv e l y u na f f n c t  d 

J. n  t he s a l e s  o f  new c ar s  wh e n  c o mp a r ed t o  t h e  o t her t wo 

m a r k e t  a r e a s d u. r i n g  t h i s  t i m e  p e r i o d . 

S p e c  i f j c <1 1 1  y , p e r  c e n  t a g e c ln n g cs f o r  t h e 1 9 7 3 - 7 4 pe r · o d 

w e r e  c o mp t <l f o r  e a c h  o f  t h e  f i v e  c a r  g r oup s d e t a i l  . d  p r e v i -

ou s l y Rap i d  C i. t y ' s p r ec en t a g e c h a n g e f i gu r e s  w e r e t h e n  c o m -

p a r e d w i t h t h o s e  o f  D e n v e r  a n d  t h e U . S . ma r k e t  a r e a s . Whi l e  

n o  f o n r n l c r i  t 0 r i o n wa s e s t a b l i s h ed to d e t e r.m i i e  t h e  i n s u J  a -

t i o n o f  o n e  m a r k e t fr om a 1 1 o t. h er , e g . , a t h r e e  o r  f i v e  p e r -

c n t a , p o  · n t d i f f e r e nc e i n  t h e  1 9 7 3 - 7 4 p e r c en t a g e  c h a n g e  

f i g t r e s f o r  a n y  t w o  m a r k e t s , t he s e  p n r c en t a g e  c ha n g e  f i g u r e s  

o bv i o u s l y a r e i n d i c a t i v e  o f  t h e  r � s p o n s i v e n e s s  i n  t h e  t hr e e  

mar k e t s  b e i ng c om p a r e d  d u r i n g  t h e  p e r i o d un d e r o b s e r v a t i o n . 

S h i f t i n  C o n s um e r  P r e f e r e n c e 
---- ---- ------ -�· - ---�-·--

A f t e r  a l l f o u r  s i z e g r oup s a r e e v a l u a t e d ,  an t t emp t 

c a n b e  m a d e  t o  s ho w  w h e t h e r c on s um e r  p r e f e r � n c e  s h i f t ed t o . 

sma � 1 c r  , i z e  c a r s  d u r i n g  t he e n e r g y  c r i s i s .  T h i s  a t t e mp t. 

wa s ma d e  b y  c v n lu a t i n g  t h e f l u c t u a t i o n s  in m a r k e t  s h a r e s ·  f o r  

l a r g e r a n d  sm a l  e r  c a r s d u r i n g  t h e  fu e l  s h o r t a g e . 
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C a s h  Re b a t e s  

A n  a na l y s i s  o f  t h e o v er a l l  e f f e c t i v en e s s o f  c a s h  

r e ba t e s  wa s t } 1e f i n a l  a r e a  e x am i n e d . T h e  s p e c i f i c  t i m e  f r am e  

u s ed f o r  t h e  c v a l 1 1 a t i o n wa s D e c emb e r  1 9 7 4  t h r o u g h  Marc h 1 9 7 5 .  

To t a  a g g r e g a t e  s a l e s  o f  new c a r s w i t h i n  t h e Ra p i d  C i t y , 

env e r ,  and U . S .  m a r k e t  a r e a s o n  a m o n t hl y  b a s i s  fo r t 1 1 e  

f ou r - mo n t h  p e r j o d  w a s t h e s p e c i f i c  d a t a  e x am i n ed . 



C h a p t e r  3 

DATA A NA LYS I S  

F o l l o w i n g  t h e  a n a l y t i c a l f r am e wo r k  s p e c i f i e d i n  t h e 

p r e c 8 rl . 11 g  c h a p t e r , p r e s e n t e d  i n  t h e i n i t i a l p o r t i o n o f  t h i s 

c r ap t e r  L t h e  s ta t j s b c a l  d a t a  d e a l i n g w i t h  t h e  f i v e  c a r  

g r ou p i n g s u 1d c r c o n s i d e r a t i o n  f o r  t h e  R a p i d  C i t y , D en v e r , 
a n d  U . S .  m a r ke t  a r ea . T h e l a t t e r po r t io n o f  t he c ha p t e r  
u s  s t h i s  b a s i s  t o  n d d r c s s  t h e t h r e e  s p e c i f i c  o b j e c t i v e s  o f  

t h i s r e s (:� a r c h  e n d e a v o r . 

COMPACT 

T h j s s i z e g r o u p  i n c l u d es t h e  e c o n om ica l  s m a l l  s i z e  

c a r  . A h r c o. ]'d o wn o f  t h i s s i z e  g r o u p  i n t o t h r e e  s e p a r a t e 

m a r ke t  , Ra p i d C i t y ,  D e nv e r , a n d  t h e  U . S . , r e s p e c t i v e J y ,  i s  

p r e s e n t  . d  ." n  Ap p e n d i x  T � b l e s  1 0 ,  1 1 , a nd 1 2 . Run n i n g  t o t a l  

s a l  :. 5  i nc -r· e c  s c s  t h a t h a v e  t a k e n  p l a c e  i n  e a c h  i nd iv i d u a l 

d i v i s i o n o r  c o  · p o r a t i on w i t h i n a m a r k e t  a r e  i nc l u d ed i n t he 

t a b l e s . S a l e s  i n c r e a s � s o n  a m o n t h l y b a s i s  c a n b e  c ompu t ed 

b y· su b t r a c t i n g  t h e  p r e c e d i ng m o n t h ' s  t o t a l s a l e s f r o m  t h e 

m n t h  i n  q u e s t i o n . T he dat a m i g h t b e  u s e d  t o  a n s w e r  t h e f o l 

l o w i n g  qu e s t i o n : " I Jow  m a n y  c omp a c t  C h ev r o l e t s  w e r e  s o l d  i n  

D e c  c'm b e  r 1 g 7 3 f 0 r t h e  R a p  j d C i t  y a r e a  ? " T h e  a n s w e r  w o u 1 d b e  

11 0 m in� s  9 8 , o r  J. 2 .  T o  g i v e  a m o r e  c om p r e h e n s i v e  r e p �c s e n t � ­

t i o n o f  thes e s t a t i s t i c s , t h e r u n n i n g t o t a l  s a l e s  o f  c o mp a c t s  

1 7  



1 8  

i n  e a c h  r e s p e c t i v e  ma r k e t  f o r  t h e  m o n t h s  O c t o b e r  1 9 7 3  t h r o u g h  

Ma r . h 1 9 7 5  a r e  i l l u s t r a t e d g r a p h " c a l l y  in F i g u r e 1 .  

S i n c e  t h e  s t a t i s t i c a l  d a t a  a r e p r e s e n t e d i n  r u n n i n g  

m o n t h l y  t o t a l s ,  t J 1 e  y e ar )  y f i g u r e s  f o r  e a c h  m a r k e t  a r e  d e -

r · v ed f r  m D e c  c1 11 h c r , the l a. s t  rn o n  t h  o f  t h e ye a r . T h e s e  a n nu a l  

t o t a l s f o r t he t h r e e  m a r k e t s  f or t he ye a r s  1 9 7 3  a n d  1 9 7 4  a r e 

p r e s e n t e d i n  T ab l e 2 .  

T a b l e  2 

T o t a l  S a l e s  o f  C o m p a c t C a r s 

T o t a l  To t a l  P e r c e n t a g e 
M · r k e t  1 9 7 3  1 9 7 4  C h a n g e  

·---- -- · · -

Rap i d  C j t y  6 4 7  6 6 0  + 2 .  0 

cn v e r  1 2 , 2 7 0  ' 1 1 , 2 3 3  - 8 .  5 

U . S .  1 , 9 2 0 , 5 0 3 1 , 7 0 9 , 0 5 2  - 1 1 . 0 

R a p i d C i t y ' s t o t a l  c om p a c t  c a r s a l e s  f o r  1 97 3  a n d  1 9 7 4  

w e r e 6 4 7 a nd 6 6 0 , r e s p �c t i v e l y . T h e r e  wa s a n  i n c r e a s e  o f  1 3  

un i t s o v e r  1 9 7 3  s a l e s , or a p o s i t i v e  c h a n g e  o f . 2 .  0 p e r c e n t . 

D e n v e r ' s  t o t a l  c omp a c t  s a l e s  f o r  t h e  t w o  y e ar s u n d e r 

o b s e r v a t i o n  w e r e  1 2 , 2 7 0  a n d 1 1 , 2 3 3 . T h u s , t o t a l  s a l e s f o r  

D e nv e r  i n  1 9 7 4  ha d d e c r e a s e d b y  1 , 0 3 7  u n i t s  wh e n  c. ompa r e <l t o  

t h e 1 9 7 3 l ev e l . T h i s  w a s a p e r c en t a g e c h a n g e o f  - 8 . S pe r c e n t . 

T o t a l  c onp a c t s a l e s  f o r 1 9 7 3 and 1 9 7 4 i n  t he U·. S . lv e r e  

l , 9 2 0 , S 0 3  a n d 1 , 7 0 9 , 0 5 2 u n i t s , r e s p e c t i v e l y . T o t a l  a g g r e g a t e 
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2 0  

s a l e s  f o r  1 9 7 4  f e l l  b y  2 1 1 , 4 5 1 u n i t s .  T h " s  wa s a c h � n g e o f  

- 1 1 . 0 p e r c ent . 

A n  e x a m i n a t i o n o f  t h e  l a s t  c o l un n o f  T a b l e  2 ,  p e r c en ­

t a g e  c h a n g e s  i n  comp a c t  c a r  s a l e s  b e t w e e n  1 9 7 3  and 1 9 7 4 ,  

c l  a r l y  r ev e a l s t ha t  R a p j. d  C i t y wa s i n s u l a t e d in t h e s a l e s 

o f  c omp a c t c a r s  whe n c om p a r e d  t o  e i t h e r  t h e  Denv e r  o r  t he U .  

ma r k e t . 

MI D - S I  Z D  

G e n e r a l l y , a u t om o b i l e s  o f  t hi s  c a t e g o r y a r e i n t c rnt ecl i -

a t e  i n  s i z e . T h i s s i z e 6 r o up r e p r e s en t s  t he l a r g e s t  m a r k e t  

s e gment . T l1 e  r unn i n g  t o t a l  s a l e s  f o r  m i d - s i z e c a r s i n  e a c h o f  

t h e ·  t r e c  m a r h: � t s  i s  i J  l ll s t r a t e d  i n  Ap p e11d ix T a b l e s  1 3 , 1 4 , a nd 

1 5 .  P i g r e  2 p o r t r a y s  g r a p h i c a l l y  t h e ru n n i n g  t o t a l  s a l e s  o f  

m i d - s i z e  c a r s f o r  t h e  m o n t h s o f  Oc t o b e r  1 9 7 3  t h r o u g h  M a r c h  

1 9 7 5  f o r  t h / t hr e e m a r k e t s . P r e s e n t e d  · n  T a b l e  3 a r e  t h e  

r e l e v a n t  a n n u a l s a l es a nd p e r c en t a g e  c h a n g e f i gu r e s f o r  t h e 

t h  e e  m a r k e t s . 

T a b l e 3 

To t a l  S a l e s  o f  M i d - S i z e  C a r s  

Mar k e t  
T o t a ]  
1 9 7 3  

-------· -------· 

Ra p id C j t y  7 1 4  

D e nv =-- r 1 4 , 8 5 6 

U . S .  2 , 6 3 7 , 7 7 0  

To t a l 
1 9 7 4  

7 3 0 

1 2 , 8 4 2  

2 , 2 0 3 , 5 2 9  
. ---------- ·-· ___ . _ _____ _______ ... ___:....._ ... ...... -----------

P e r c e n t a g e  
C h a n g e  

+ � . 2 

- 1 3 . 6 

- 1 6 . 5  
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2 2  

O nce a g a i n , R a p i d  C i t y  wa s t h e  o n l y  m a r k e t  o f  t h e  

t h r e e  t o  s u r p a s s  i t s 1 9 7 3  l e v e l  o f  s a l e s . R a p i d  C i t y ha d a 

p o s i t iv e  p e r c e n t a g e  c h a n g e i n  m i d : s i z e  a u t om o b i l e s s i m i l a r  t o  

t h a t  d i s p l a y e d  i n  t h e c o m p a c t g r o u p . B o t h  D e n v e r  a n d t h e  

U . S . , h o we v e r , h a d  a m o r e  d r a ma t i c  n e g a t i v e  c ha n g e wh e n  c om ­

p ar e d  t o  t h e c om p a c t  g r o u p . T hu s , R a p i d  C i t y  wa s e v e n  mo r e  

s t r o n g l y  i n s u l a t e d i n  t l 1 e  s a l e s o f  m i d - s i z e  c a r s  w h e n  c omp a r e d  

to c omp a c t s .  

R E GU LAR 

T h e r e gu l a r  s i z e c a t e g o r y  i s  c o m p o s e d of t h e  r e l a t i v � -

l y  i ? ex p en s i v e s i x p a s s e n g e r fu l l - .s i z e  c a r s . T h i s  i s  t h e  o n l y  

s i z e  g ro u p  i n  w h i c h  t he r e a r e  n o  i mp o r t e d c a r s . Ap p e n d i x  

T a b l e s  1 6 ,  1 7 , a n d  1 8  p r e s e n t  t h e r u n n i n g  t o t a l s a l e s  i n c r e a s e s  

f o r  r e g u l a r s i z e c a r s  i n  e a c h  o f  t h e  t h r e e m a r k e t s .  F i g u r e  3 

g r a p h i c a l l y  i J l u s t r a t e s  t h e r u n n i n g  t ot a l  s a l e s  o f  r e g u l a r  s i z e  

c a r s f o r  t h e  m o n t h s u nd e r  o b s e rv a t i o n . 

T h e  Ar a b  O i l Emb a r g o , a n d  t he g a s o l i n e  s h o r t a g e s t h a t  
f o l l o w e d  wo u l d  a p p e a r  t o  h a v e pr omp t e d a d e c l i n e  i n  l a r g e  c a r  
s a l e s . T h e  h e avy , r o omy , s i x p a s s e n g e r a u t o s  t ha t  t h e i n d u s t r y 

d e s i g n a t e s a s  " fu l l - s i z e "  o r  " r e g u l a r "  h e l d 3 4  p e r c e n t  o f  t h e  

m a r k e t  i n  1 9 7 3 , hu t i n  1 9 7 4  wa s p r e d i c t e d t o  f a l l  f a r  b e l o w 

. 1 2 0 p e r c e n t . I n  s u p p o r t  o f  thi s e s t  i m a  t c d d o wnwa r d  t r e n d , 

---------

1 F o r.!·� , Ju 1 y 1 9 7 4 , p . 8 0 . 
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t l1 e  d a t a  u t i l i z ed i n  t h i s s t u d y  r ev e a l e d  t h a t  i n  D e c e m b e r  

1 9 7 4 , t h e  r e g u l a .· s i z e g r ou p  h e l d 2 0 . 4 p e r c e n t of t h e  m a r k e t . 

Ta b l e 4 

T o t a l  Sa l e s  o f  l e g u l a r  S i z e  C a r s 

T o ta l  T o t a l  P e r c en t a g e  
Ma r k e t  1 9 7 3 1 9 7 4  C ha n g e 

Ra p i. d  C i t y  9 1 6 5 9 6  - 3 4 . 9  
D e n v e r  1 2 , 8 5 2 7 , 5 1 1  - 4 1. 6 

U . S .  3 , 0 8 9 , 5 0 9  1 , 7 7 8 , 9 3 2  - 4 2 . 4  

---

T h e d a t a  p r e s e n t e d  i n  T a b l e 4 r e v e a l t h a t  a l l  t iu e c  
m a r k e t s r e a c t e d i n  a s ind l a r n e g a t i v e  m a nn e r . i-: u r t h e r , u n -

l i  e t h e ( l �: e  i n  c omp a c t a n d  m j d - s i z c  c a r s , Ra p i d C i t y ' s  

s a l e s  d r  p p c <l  in r e g u l a r  s i z e c a r s . H o wev e r , o n  a p e r c e n t a g e  

b a s i s , t h i s m a r } e t  w a s s t i l l  r e l a t i v e l y  i n s u l a t e d  w h e n  c om -

p a red t o D e nv e r  a n <l  t h e  U . S . , s i n c e t h e p e r c en t a g e  d e c l i n e was 

n o t a s  s ev e r e  i n t he Ra p i d  C i t y m a r k e t  a r e a . 

H I  G I T - P R I C E D  

T h e  t e rm h i gh - p d c e d j n c l u d c s a l l exp e n s i v e  l u x u r y  

a u t omo b i l e <;; . I n  t e r m s  o f  n u m b e r  o f  a u t om o b i J c s  s o l d ,  h i g h -

p r i c e d c a r  s r a n k  e cl 1 a s t i n  t o ta 1 s a 1 c s  . App e n d  j x Ta b l  e· s 1 9 , 

2 0 , a nd 2 1  p r e s e n t  t h e  r u n n i n g  t o t a l  s a l e s  f o r  h i g h - p r i c e d  

c n r s  i n e ,., c h  m a  r k e t u n cl c r ob s c r v a t  i on . 
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i l l u s t r a t e s t h e ru n n i n g t o t a l  s a l e s  of h i g h - p r i c e d c a r s  f o r  

t h e  m o n t h s u n d e r e v a l u a t i o n . 

D u r i n g  t h e  e n e r gy c r i s i s  o b s e r v e r s  o f  t h e  a u t o  m a r ke t  

w e n �  p r ed i c t i n g  t h a t  w i t h i n a d e c a d e  C a d i l l a c , L i n c o l n , B u i c k , 

O l d � m o h i l e , P o n t i D c ,  a n d C hr y s l e r ma y n o  l o n g e r  b e  m a k i n g t h e  

b i g l u  ' u r y  c a r s  t ha t  b e a r  t h e i r  n am e - p l a t e s . I n s t e a d � t he y  

w o u l d  b e  bu i l d i n g  sm a l l l u x u r y c a r s , mu c h  l i k �  t h e M e r c e d e s , 

C i t r o e n , o r  V o l v o . 2 

A l l  t h r e e  ma r k e t s f a i l c: . cl t o  r e a c h  t h e i r  1 9 7 3  l e v e l s i n  

1 9 7 4 f o r  s n l e s o f  h i g h  - "' H  .i c e d c a r  s , wh i c h  w a s a l s o  t h e c a  s c 

f o r  r e gu l a r  s i z e  c a r s . T h e  a c t u a l  num b e r s a nd p e r c e n t a g e 

c ha n g e d a t a a r e p r e s e n t e d  i n  T a b l e 5 .  

Ta b l e  S 

T o t a l  S a l e s  o f  H i g h - P r i c e d C a r s 

T o t a l T o t a l  P e r c e n t a g e 

Ma r k e t 1 9 7 3  1 9 7 4  C h a n g e 

R a p i d C i t y ' 2 3 6  2 0 6 - 1 2 . 7 

D pnv er  5 ,.  31 4 3 , 4 1 3  - 3 5 .  8 

U . S .  9 9 7 , 7 5 8 7 0 1 , 2 8 4  - 2 9 . 7  
_ _  , __ _ _ ___ ..... � - -�---· 

R e l a t j v e i n s u l a t i o n f o r  t h e Ra p i d  C i t y ma r k e t  i s  

ev i d en c e d  b y  t h e f a c t  t l1 n t  R a p i d  C i ty ' s n e g a t i v e  p e r c e n t a g e  

c h a n g e i s _ s i g n i f i c a n t l y  l e s s  t h a n  t h e two o t h e r  m a r k e t s  

--- --·- - - - · ----

2 J 0 ·7 7 � 3  ·-· }) - .  }• l "' C r • l!T c. n } r 1' o v c m b e r  2 4 ' - J • .) ' p • .) • - ·��--� -�:!._.!.�_:._':-'� � 
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b e i n g  c om p a r e d . A l s o , f o r t h e  f i r s t  t i m e  w i t h i n  t h e  a n a l y s i s  

D en v e r  f e l l  b e l ow t h e U . S . m a r k e t  j n  p e r c en t a g e  c ha n g e b e ­

t we e n t h e y e a r s . 

T OTA L G R O U P  

T h i s a r e a i s  c on c e r n e d  w i t h  t o t a l  s a l e s  o f  a l l  f o u r  

c a r  s i z e s  w i t h i n  e a c h  m a r k e t . App e n d i x  T a b l e s  2 2 , 2 3 , a nd 2 4  

p r ov i d e  t h e r u n n i n g t o t a l  s a J e s f o r  a l l  fou r s i z e s  w i t h  r e -
s p e c t  t o  t h e  t h r e e  i n d iv i du a l  m a r k e t s b e i n g  a n a l _,�  z ed . F i gu r e  

S g r ap h i c a l l y  i l l u s t r n t e s t h e s e  r unn i n g t o t a l  s a l e s . 

T h e  U . S . s a l e s  o f  a l l new d om e s t i c and imp o r t e d a u t o s . 

r e a c h e d  a n  a l l  t im e  h i g h  o f  1 1 . 5  m i l l i o n  i n  1 9 7 3 . I n  19 7 4  ·' 

n cvir c a r  s a l e s f e l l t o  8 .  9 m i l l i o n . Th e s e  r e d u c e d  d ema nd s f o r  

n e w  c a r s pu t t h e U . S .  a u t o  i n d u s t r y  i n  i t s d e e p e s t  s l u m p  s i n c e 

Wo r l d Wa r I I . 3  

A f t e r  e x am i n i n g  h o w  t o t a l s a l e s f l u c t u a t e d  f o r  a l l 

n e w c a r s  f r o m  O c t o b e r  1 9 7 3  t o  Mar c h  1 9 7 5 ,  t h e s t a t i s t i c s  

r ev e a l t h a t  t h e  a u t o  i n d u s t r y  wa s i n  d e e p  t r o u b l e .  T he s e 

f l u c t u a t i o n s  i n  t o t a l s a l e s  a r e  emp l o y e d  b e l o w  t o  f o c u s  

d i r e c t l y o n  t h e f i r s t o b j e c t i v e  o f  t h i s  r e s e a r c h . 

I n su l a t i o n  
. t e �·. <j n1 1· n r.. w } 1 r� "L·· h e r R a p i d c 1· t y  T h e  f j r s t  o b j e c t i v e  w a s · o  . .r ci  .._, " 

wa s  r e l a t i v e l y  i n s u l n t e J f r o m  t h e  D c rw e r  a n <l U .. S .  m a r k e t s . 

T h e an a l y s i s :f o u n d , a s  i J lu s t r a t c d i n  T a b l e  6 ,  t h a t  R a p i d  C i t y  

----- �--------- .. -------.... 

3 o . s .  N c \\' S �rn d 1\f r_Y: J. c R epo r t , J a nu ti. r y  2 7 , 1 9 7 5 ,  p .  6 0 . 
- ... _ .... _______ .. __ __ _ . ··- ·- .. -·--- --- -··-- .... _ ,.. ____ _ _ _ _ _  _ 



il � ?J f. 
n 

F i g u r P- 5 

Ru n n i n g  T o t a l s  fo r T o t a l  G r o up 

�:;��� / 

.],.) . 
• 2 :.:.: 

1l:.:. 
/!/) :;�;L 

/ C.'0 
'b';" . 
(,� 

-'/c.: . . 

J �  ' 
_,__. _._��--��___, _ ____,_____._��-- ...___._ 

"/j 
"/J. 
3 l  

.3� 
,3J . 
.3 D  
.1. 1  
.J (  
.,i.I 
I f 
I �  

0 
?) 

/ 

p J 
1i. 

D J T 11 
75 

il 
� 

_... _._ __ _,, �-� --- �-·--""'---�- -��- -----'--
0 .i> J f K 

75 0 J ,. 11 
7) ;-:. 

�--, 

! J...�:> 
1!.\' j' / 1 .• J 

l..fo '"f .SS"'• : 
Sr to 

'/H • 

-��:l 
�,,· 

•. h .)! 
� CC\'1 • 
Ht'� · 

l � l. �  v 
s r o 

�-· -...___J. _ __...-,_ ____ . . _ .. - -·-"- ..... ___ __ ... __ ______ _ . ._____.__, ,A __ _._ 
0 T J J  A S O - p J f l'I  

" � " 

2 8  

P a p i c.1 C i t y 

D � nv e r  

U n i t e d S t a t e s  



wa s d e f i n i t e l y  i n su l a t ed f r o m  D e nv e r  a n d  t h e  U . S .  i n  t o t a l  

g r o up s a l e s o f  C omp a c t ,  M i d - S i z e , R e gu l a r , H i g h - P r i c e d a nd 
4 

S p o r t y G r o up c a r s . W h i l e R a p i d  C i t y s ho 1 · e d  o n l y  a s l i g l t 

2 9  

d e c l i n e  f r om t h e  p 1 e c e e d i n g  y e a r , D e nv e r  s a l e s d e c l i n e d b y  

a f a c t o r  g r e a t e r t h a n  1 2  i n  c om p a r i s on t o  Ra p id C i t y  ( - . 6  
p e r c e n t  v e r s u s  - 7 . 5 p e r c e n t ) . T h e Ra p i d  C i t y - U . S . · c omp a r i -

s o n  a s  e v e n  m o r e  d r am a t i c , ( - . 6  v e r s u s  - 1 6 . 3 ) , wi t h t h e U . S .  

d e c l i 1 . i n g  b y  a f a c t o r  o f  m o r e  t h a n 2 7  wh e n  c omp ar e d t o  t he 

Ra p i d  C i t y ma r ]' c t  a r e a . 

T a b l e 6 

T o t a l G r o up S a l e s 

·---· ------ - - - --�-----

T o t 8 1 T o t a l Pe r c e n t a g e  

Ma r k et 1 9 7 3  1 9 7 4  C h a n g e  
- ---- - ·  

R a p i d  C j t y  2 , 5 1 5  2 , 5 0 1 . 6 

D env e r  4 5 , 2 9 2  4 1 , 8 8 2  7 . 5  

U . S .  8 , 6 4 5 , 5 4 0  7 , 2 3 7 , 9 3 0  - 1 6 . 3  

T o  b r o a d e n  t h e b a s i s  o f  t h e  i n s u l a t i o n qu e s t i o n , 

t o t a l  a g g r e g n t c  s a l e s  o f  a J l n e w  c a r s s o l d i n  t h e R a p i d  C i t y ,  

D env r a nd U . S . m a r k e t  a r e a s  a r c p r e s e n t e d  i n  Ta b l e  7 .  
' 

---------

4 w h e n  t h e S p o r t y G r o u p , d e f i n ? d  a n d  cl i s c u s  s e el b e  l o w, 
w a s in t r d u c e. cl  i n  S ep t em b er o f  1 9 7 4 , i t  b e c am e  a n  i n t e g r a l  

p a r t  o f  t h e  T o t a l  G ou p . 



3 0  

I n c l u d e d i n  t h e s e a g g r e g a t e  t o t a l s arc  C om p a c t ,  M i d - S i z e ,  

R e g u l a r ,  l E g h - P r i c e d , Sp o r t y  G r o u p , S u b - C omp a c t ,  a nd P a s s en ­

g e r Va n s . F o r  p u r p o s e  o f  c l a r i t y , t he t erm s u s e d t o  i d en t i f y 

t h e  l a s t  t h r e e i nd iv i du a l  s i z e  g r o u p s a r e  s p e c i f i e d b e l o w . 

S p o r t y ��.?..� ·  T h i s g r o u p  r ep r e s en t s s u c h a u t o s  a s  

O l d s m o b i l e S t a r f i r e ,  C h ev r o l e t Mo n z a , Bu i c k S k y h a w k , a n d  

F o r d  M t1 s t a n g  I I . 

Su b - C ompa c t . I nc l u d e d i n  t h i s  c a t e g o r y  a r e  C h e v r o l e t  

V e g a >  F o r d  P i n t o ,  a n d  AMC Gr em l i n . 

Pa �_ e n g� V an s . T h i s  t e rm r ep r e s e n t s v a n s t h a t  a r e 
bu i l t f o r  th e ex c l u s i v e  u s e  o f  p a s s en g e r s ,  n o t  c a r g o . 

P r i o r  t o  S e p t em b e r , 1 9 7 4 ,  an i n d i v i d u a l  a n a l y s i s  o f  

S p o r t y  G r oup , S 11 b - C omp a c t , a n d  P a s s en g e r  V a n s  wa s n o t  p o s s i -

b l e . T h e  r e a s o n  \\ra s t ha t  t h e s e  t h r e e  g r ou p s w e r e  a t  t h a t  

t im e i n d " v i d u a l c om p o n e n t s  o f  a n  a l l i n c l u s i v e  c a t e g o r y . 

S t a t i s t i c s  f o r  S p o r t y  G r o u p , Su b - C omp a c t , a n d  P a s s e n g e r Van s 

c ou l d  b e  u s e d on l y  i n t o t a l  a g g r e g a t e  s a l e s . R . L .  P o l k  and 

C ompa ny , t h e  o r i g i n a l  s o u r c e o f  d a t a  u s e d i n  t h i s s t u dy , d i d  

n o t c omp i l e  t h e s e  s t a t i s t i c s  i n  s e p a r a t e g r o u p s u n t i l  S ep t  m ­

b e r  1 9 7 4 . A t  t h a t  t i m e , O l d s m o b i l e  j n t r o d u c e d  t he i r  f i r s t  

S p o r t y  C r o u p  a u t o m o b i l e .  S i n c e O l d smo b i l e  d i d  n o t  c o mp e t i -

t i v e 1 y e n t e r  t }1 c S p  o r  t y G r o u p  s i z e u n t i 1 S e p t e m b e r o f  1 9 7 4 , 

t hey w e r e n o t c o n c e r n e d  w i t h  t h o s e s e p a r a t e  s t a t i s t i c s . 

I n  t e r m s  o f  t o t a l  a g g r e g a t e  s a l e s  o f  n e w c a r s in 

1 9 7 3  a n d  1 9 7 4 , Rn p i d  C i t y  s o l d 3 , 3 5 5 a n d  3 , 1 2 8 ,  r e s p e c t i v e l y . 

T h i s g av e  R a p i d  C i t y a p e r c e n t a g e c h a n g e  o f  - 6 . 8 p e r c en t .  



T a b l e  7 

T o t a l  A g g r e g a t e  S a l e s  

T o t a l  T ot a l 
Ma r ke t  1 9 7 3  1 9 7 4  
---------- --------
R a p i d  C i t y  3 , 3 5 5 3 , 1 2 8 

D en v e r  6 7 , 5 7 8  5 5 , 1 0 9 

U . S .  1 1 > 2 9 2 , 2 7 8  8 , 7 0 1 , 0 9 4  
- - ----- - ----- ------ -----------

3 1  

P e r c ent a g e  
C h  n g c 

6 . 8 
- 1 8 .  5 

- 2 3 . 0  

c nv e r s o l <l 6 7 , S 7 8 i n  1 9 7 , and 5 5 , 1 0 9 i n  1 9 7 4 ,  w i t h  a p e r ­

e n t a g c.� c l1 a 1 1 g c  b c t \v e e n  y e a r s  o f  - 1 8 . 5 .  Au t o  s a l e s i n  t h e 

U . S .  f e l l d r a m a t i c a l l y , w i t h  s a l e s  o f  8 , 7 0 1 , 0 9 4 in 1 9 7 4 a s 

c o.m p a r  e d w j t h J l , 2 9 2 , 2 7 8 in 1 9 7 3 . T h e  s e t o t  a 1 s g a v e  t l) l; 
U . S .  a - 2 3 .  0 p c r c t : n t c h a n g e . T he t o t a l a g g r e g a t e  s a l e s  

i g u . s  r e  e a l t h e- t.  R a p i d  C i t y w a s i n s u l a t e d i n  t o t a l s a l  s 

o f  n ew c c. r ..:i . D e n v e r  a n d  t h e U . S .  m a r k e t s  f e l l b y  a f a c t o r 

o f a l mo s t  t h r e e  a nd f ou r t j m c s , r e s p e c t i v e l y ,  w h en c omp 8 r ed 
w i t h  r a p i d C i t y . 

S w i t c h .i n o  1 0  S m a l l e r C c ir s  --··----!:L- -� -.. -··---------

T he s e c o n d  o b j e c t i v e  o f  t h i s  s t u dy r e l a t e s  t o  t h e  

r , l a. . i v c m a r l ·  e t  s kir e s of t h e  s i  z c  g r o u p s w i t h i n t h e t h r e e  

rn ' r k e t s  u n l c r o b s e r v a t i o n . T a b l e  8 i n d i c a t e s  t h e  ma r k e t  

h a r e s o f  l a r g e  v e r s u s  s m ;i. 1 1  c a r s w i t h i n t h e  m a r k e t  a r .c a s o f  

Ra p i d C i t y ,  D c Jl\.� e r , a nd tJ1 c U . S .  F o r  t h i s a n a l y s i s ,  J a r � e  

c � r s a r .. d e f i n  . cl :i. s H i g h - P r i c e d a n d I� c g u l a r , w h i l e  sm a J  c a r s  
a r e cl -. f :i. 11 e: cl a � M i cl -·  s i z e , c 0 m p  :=i c t , Su b - C o mp a c t , a n d  S p  o r t  y Gr o u p  . ) 
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T a b l e 8 

M on t h l y  Ma r k e t  S ha. r e s f o r  L a r g e  a nd 
Sma l l  C a r s , O c t o l e r  1 9 7 3  

T h r o ug h Au gu s t  1 97 4  

---
- - - --------- --

R a p i d  C i t y Denv e r  u s .  
L a�� S m a  J 1 L a_r g e  Sm a l l L a rg� Sma l l ---- - ---- ----

- ----- - - ----- .. 

O c t  7 3  3 4 . S  6 5 . 5 27 . 0  7 3 . 0 3 6 . S  6 3 . 5  

N o v  7 3  3 4 .  6 6 S . 4  2 7 . 1  7 2 . 9  3 6 . 6 6 3 . 4  

D - c 7 3  3 4 . 4  6 5 . 6  2 6 . 9  7 3  1 3 6 . 2  6 3 . 8  

J a n  7 4  3 0 . 1  6 9 . 9 1 9 . 6 8 0 . 4  2 7 .  8 7 2 . 2 

F b 7 4  2 7 .  9 7 2  4 1 9 .  2 8 0 . 8  2 7 .. 8 7 2 . 2 

Ma r 7 4  2 s .  s 7 4 . 5  1 9 .  3 8 0 . 7 2 7 . 8  7 2 .  2 

Ap r 7 4  2 5 . 3 7 4 . 7  2 0 . 1  7 9 .. 9 2 7 .  9 7 2 . 1  

M a y  7 4  2 4 . 5  7 5 . 5 1 9 .  5 8 0 . 5 2 7 . 8  7 2 . 2  

u n  7 4  2 5 . 0  7 5 . 0  1 9 . 7 8 0 . 3  2 7 . 7  7 2 . 3 

Ju l 7 4  2 S . 3 7 4 . 7  1 9 . 7  8 0 . 3 2 7 . 9 7 2 . 1  

Au g 7 4  2 5 . 7 7 4 . 3  1 9 . 6 8 0 . 4 2 8 . 0 7 2 . 0  
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T h e s e  f i g u r e s  c a p t ur e  t h e c h a ng e s  in c o n sum e r  p r e f e r ­

e n c e fo r l a r g e c a r s . T h e  p a r t i c u l a r  t i me s e r i e s  t ha t  . wa s 
u s e d i n  T a b l e  8 i l l u s t r a t e s  t he e f f e c t t h a t  t h e A r a b  O i l 

Em b a r g o  h a d  o n  t h e c o m p o s i t i o n o f  the a u t o  m a r k e t . 
R a p i d  C i t y ' s  ma r k e t  s h a r e f o r  l a r g e c a r s d e c l i n e d  

fr om 3 4 . 5  p e 1 c en t  i n  O c t o be r  1 9 7 3  t o  2 5 . 7 1 n  Au g u s t  1 9 7 4 ,  

wh i e sma l l  s i z e c a r s  i n c r a s e d f r o m 6 5 . 5  t o  7 4 . 3  p e r c e n t  

o e r  t h e  s a m e  t j m e p e r " o d .  

T h e  U . S .  m a r l · e t h a cI  v e r y  s i mi l a r  r a t i o s  o f  l a r g e  

v e r s u s  s m a l l c ar s a l e s 1vh e n c om p a r e d t o  Ra p i d C i t y . T h e s e  

m a r  e t  s h a r e s  c h a n r; e d  f r om 3 11 .  5 t o  2 8 . 0 p e r c e n t  i n l a r g e 

c a r s , a nd 6 3 . 5  t o  7 2 . 0  p e r c e n t  i n  s m a l l  c a r s . 

D e nv e r , o n  t h e o t h e r h a n d , h a d  a h i g h e r  ma r }· e t s h a r e 

f o r sm a l l e r  c a r s  i n  O c t o b e r  1 9 7 3  t h a n  d i d t h e  Ra p i d C i t y 

an d U . S . m a r k e t s .  D e nv e r ' s r a t i o  a t  t h a t t i m e  wa s 7 3 . 0 
p e r c e n t  f o r  sma l l  a n d  2 7 . 0  f o r  l a r g e . S i n c e  D e nv e r  i s  a 

l a r g e  m e t r o p o l i t a n  a r e a ,  i t  wo u l d  b e  l o g i c a l  t o  a s s u m e  t ha t 

m a n y  p e o p l e  p r e f e r r e d  s ma l l  c a r s b e c au s e  o f  t h e i r fu e l  

e c o n omy i n  c i t y  t r a f f i c . By Au g u s t , 1 9 7 4 ,  t h e r a t i o  o f  

l a r g e  v e r s u s  s ma l l  in t h e  D env e r  m a r k e t  h a d  s h i f t ed t o  1 9 . 6 

a n d  8 0 . 4 p e r c e nt , r e s p e c t i v e l y . 

I n  c o nc l u s i on ,  1vh i l  c t h e  l a r g e  t o  s m a l l r a t i o s f o r 

e a c h  o f  t h e  t h r e e  m a r k e t s  w e r e n o t  e q u a l i n  t h e  Oc t o b e r , 

1 9 7 3 ,  p e r i o d , t he p e r c e n t a g e  s h i f t  t o  sm a l l e r c a r s  o h s er v e cl 

b y  Au g u s t  o f  1 9 7 4  ,.,, a s  qu i t e  s im i l a r  f o r e a c h o f  t h e  m a r k e t s . 

) 

• 
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C a s h  R e b a t e s  

The a na l y s i s  o f  t h e  t t i r d  o b j e c t i v e  d e a l s  w i t h  t he 

f l u c t u a t i o n s  i n  t o t a l  m o n t h l y  s a l e s fo r t h e R a p i d  C i t y , D e nver , 

a n d  U . S .  m a r ke t  a r ea s  d u r i n g  t h e  c a s h  r e b a t e  p e r i o d . T h e  

m o n t h s  o f  N o v emb e r , 1 9 7 4 , t h r o u g h  Ma r ch ,  1 9 7 5 ,  w e r e c h o s e n 

t o  c a p t ur e t h e  f l uc t u a t i o n s i n  s a l e s  b o t h  b e f o r e  and d u r i n g  

t h e c a s h  r e b a t e  p r o g r am . D a t a  f o r t h j s p e r i o d  · a r e  p r e s en t e  

i n  T a b l e 9 .  

T a b l e  9 

Mo n t h J y S a l e s  Du r i n g  t h e C a s h  R e b a t e  P r o g r am 

----·------ ---� ------------
D e c  J a n· 

Ma r k e t 7 4  7 5  

Rap i d  C i t y  2 1 7  2 1 4  

D e nv r 3 , 7 8 2  3 , 8 9 0 

U . S .  6 2 6 , 9 8 1 5 6 7 , 3 8 1  

F e b  
7 5  

1 9 3 

3 , 5 5 9  

5 8 7 , 7 1 6  

Mar 7 C  
j � 

2 0 0 

4 , 6 2 8 

6 3 2 , 6 4 8  

Du r i n g  t h e  c a s h  r e b a t e  p r o g r am R a p i d  C i t y ' s s a l e s f o r  

t he m o nt l1 s D e c emb e r  1 9 7 4 t h r o u g h  Mar c h  1 9 7 5  wer e 2 1 7 , 2 1 4 , 

1 9 3 ,  a n <l  2 0 0 ,  r e s p e c t i ve l y . E v e n  t ho u g h  c a s h  r e b a t e s  w e r e  

o f f e r e d  i n  R a p i d  C i t y ,  n o  s i g n i f i c a n t  s a l e s  i n c r e a s e s  we r e . 

no t e d . H o w e v e r , t h i s i n f o r m a t i o n i n  a n d  o f  i t s e l f  d o e s  n o t  

m e a n t h a t t J1 c  r e h o t c p r o g r a m  i n  t h e R a p i d  C i t y  ra R r k e t wa s n o t  

f f e c t i v n . F o r ex amp l e , th e r e b a t e s  c o u l d  h a v e  b e en e f f e c ­

t i v e  in p r e  > c n t :i n g a s i g n i f i c a n t d e c l i n e  i n  s a l e s ,  i . e . , h e  

r ·1 t h ·1 1 1 J ti p U n f o r t u n a t e l y ,  t h e  t yp e  o f  � ) a e s . (' ( •  s ;1 � s v o  u m e  . ) 
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d a t a  a v a i l a-b l c  d i d n o t p e rm i t t h e d e t a i l e d a n a l y s i s  n e c e s s a r y  

t o  e v a l u a t e  t h i s  p o s s i b i l i t y . 

U . S .  t o t a l  s a l e s  fo r t h e  m o n t h s  u nd e r  o b s e r v a t i o n  w e r e  
6 2 6 , 9 8 1 , 5 6 7 , 3 8 1 , 5 8 7 , 7 1 6 ,  a n d  6 3 2 , 6 4 8 , r e s p e c t i v e l y .  W o r t h  

n o t i n g f r o m  t h e s e  f i g u r e s  i s  t h e  f a c t t ha t  t o ta l U . S .  s a l p s 

d i d  n o t  d e c l i n e  i n  t h e J a nu a r y - F e b ru a r y  p e r i o d ,  a r e s u l t  no t 

a c h i e v e d  i n  t h e R a p i d  C i t y  a nd D env e r  m a r k e t s .  

D e n v e r ' s  t o t a l m o n t h l y  s a l e s  w e r e 3 , 7 8 2 , 3 , 8 9 0 ,  3 , 5 5 9 , 

a n d 4 , 6 2 8 , r e s p e c t i v e J y .  Ex c ep t  f o r t h e  m o n t h o f  Ma r c h , 

Denv e r  r e � c t c d  s i m i l a r t o  R a pid C i t y i n  r e s p o n s e  t o  t h e c a s h 

r e b a t e  p r o g r a m . T he d i f f e r e nc e , a s  i l l u s t r a t e d , wa s t h e  f a c t 

t ha t s a l e s f o r  the m o n t h o f  Ma r c h  i nc r e a s ed d r a ma t i c a l l y i n  

t h e D en v e r mn r k c t  w h i l e  Rap i d  C i ty s ho w e d  o n l y  a s l j g h t in -
c r e a s e . On e p o s s i b l e r e a s o n  fo r s h a r p  i n c r e a s e s  i n  s a l e s  f o r 

D e nv e r  a n d  t h e U . S . <l u r i n g t h e  m o n t h  o f  M a r c h wa s m a n y  c o r p o r ­

a t i o n s  an d d iv i s i o n s  h ad a d v e r t i s e d  t h e e n d  o f  th e  r e b a t e  

p r o g r a m  o n  M a r c h 3 1 , 1 9 7 5 . 

No c on c l u s i on s  c a n b e  d r awn f r o m t h e r e s u l t s  p r e s e n t e d . 

Fu r t h e r , o n e mu s t  k e e p  in m i n d t h a t  R a p i d  C i t y  wa s f oun d t o  b e  
i n s t 1 l a t e d i n t o t a l  s a l e s  du ring 1 9 7 4  i n  c o mp a r i s o n  t o  t h e 

D en v e r  a n d  U . S .  m a r ke t s , w h i c h  c o u l d  l e a d  t o  t h e  e x p e c t a t i o n  

t h  t t }  b t P I- o g r am wou l d  h av e  l e s s  o f  a n  i m p a ct i n t h e  a �  ·_ i e  r e  a . e 
i i  su l a t e d ma r k e t . 



C ha p t e r 4 

SUMMA RY AND C O MME N T S  

S U:MMA RY 

An i mm e d i a t e  r e s u l t  o f  t h e A r a b  O i l  Em b a r g o in t h e f a l l  

o f  1 9 7 3  w a s a s h a r p  i n c r e a s e in t h e p r i c e  o f  g a s o l i n e .  Com ­

b i n e d w i t h  t h e s e  i n c r e a s e d p r i c e s  i n  g a s o l i n e , a u t o m o b i l e  

m a nu f a c t u r e r s w e r e a l s o  i n c r ea s i n g  c a r  p r i c e s . W i t h  t h e s e  

i n c r e a s e s  t h e Am e r i c a n  c o n s u me r f o u nd t ha t  a u t o  t r a n s p o r t a -

t i o n wa s becom i n g  m o r e  a nd m o r e exp e n s i v e . I t  i s  e a s y  t o  

und e r s t and w hy t h i s c o u l d h a v e a s i g n i f i c a n t  e f f e c t o n  n ew 

c a r  s a l e s . S o , i n  J a nu a r y  1 9 7 4 , t h e  a u t om o b i l e  i n du s t r y 

en t e r e d i n t o  a p r o l o n g e d d e c l i n e : n  s a l e s . 

Fo r t h e  n e x t  1 5  m o n t h s  t h e  au t o  i n d u s t r y wa s p l a g u e d  

b y  i n f l a t i o n , r e c e s s i o n ,  a n d  u n emp l o ym e n t .  T h e d e c r e a s e  i n  

s a l. e s  a n d  r e du c e d o r  n e g a t iv e p r o f i t s  s i g na l e d a n  e c on om i c  

c r i s i s i n  t h e a u t o  i n d u s t r y . 

W i t h  n e w au t o m o b i l e  i n v e n t o r i e s  a c c u mu l a t i n g  b y  t h e  

hu n d r e d s o f  t ho u s an d s , t h e  a u t o  m a nu f a c t u r e r s  w e r e  f o r c e d 

t o  i m p l em e n t  n e w t e c h n i qu e s t o  s e l l a u t om o b i l e s . O n e  s u c h  

n e w t e c hn i q u e H a s kn own a s  t h e  c a s h  r e b a t e . 

R e l a t i v e  t o  t h i s  s i t u a t i o n , t h e  pu r p o s e  o f  t h i s 

s t u dy w a s t o  ex am i n e  t h e d r ama t i c r a m i f i c a t i o n s  t h e A r a b  

O i l Em b a r g o  h a d o n  t he U . S .  a u t om o b i l e  i n du s t r y , S u p p l e ­

m eri t a r y o b j e c t i v e s  w e r e t o  d e t e rm i n e  i f  Rap i d  C i t y ' s a u t o  

3 6  
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ma r k e t  h a d  b e e n i n s u l a t e d du r i n g t h e c r i s i s  e r a , t o  d e t e rm i n e  

t h e c h a n g e s  i n  ma r k e t  s ha r e s  f o r  l a r g e  v ersu s sma l l c a r s , 

a n d  t o  ex am i n e  t h e  e f f e c t i v e n e s s - o f  t h e  c a s h  r eb a t e s . C h a n g e s  

i n  au t o  s a l e s  and ma r k e t  s ha r e s  o f  R a p i d  C i t y ,  D e nv er , a n d  

U . S .  from O c t o b e r 1 9 7 3  t o  Ma r c h 1 9 7 5 , w e r e c omp a r e d  i n  o r d e r  

t o  a c h i ev e  t h e  a b o v e  o b j e c t i v e . 

C o n c l u s i o n s 

B a s e d o n  t h e  a n a l y � i s  a nd e v a l u a t i o n  o f  t h e m a t e r i a l 

p r e s e n t. e el i n  t h i s  s t u d y , t he f o l l. o w i n g  c o n c l u s i o n s  w e r e 

r e a c h e d . 

I n s u ] a t i o n .  I t  wa s f ou n d  i n  t h e  a n a l y s i s  t h a t  Rap i d  

Ci t y  w a s i n s u l a t e d  f r om D e n v e r  a n d  t h e U . S .  i n  t o t a l  s a l e s o f  

Comp a c t ,  M i d - S i z e , R e gu l a r , and H i g h - P r i c e d c a r s . Fu r t h e r , 

i n  t o t a l  a g g r e g a t e  s a l e s o f  a l l n ew c a r s  in 1 9 7 3  a n d  1 9 7 4 , 

R a p i d  C i t y s o J d 3 , 3 5 5  a n d 3 , 1 2 8 ,  r e s p e c t i v e l y . Tho s e  f i g u r e s  

g av e. R a p i d C i t y a c h a n g e o f  - 6 . 8 p e r c e n t . D en v e r  s o l d  

6 7 , 57 8  i n  1 9 7 3 , a nd 5 5 , 1 0 9 i n  1 9 7 4 , w i t h  a p e r c en t a g e c han g e  

b e t w e en y e a r s  o f  - 1 8 . 5 p e r c e n t . U . S .  m a r ke t  c a r s a l e s  f e l l 

d r a m a t i c a l l y  w i t h  s a l e s  o f  8 , 7 0 1 , 0 9 4  in 1 9 7 4  a s  c omp a r e d  w i t h  

1 1 , 2 9 2 , 2 7 8  i n  1 9 7 3 .  T h i s  g av e  t h e  U . S .  a - 2 3 . 0 p e r c en t  c h a n g e . 

D e nv e r  a n d U . S .  a u t om o b i l e  s a l e s  d e c r e a s e d by a f a c t o r  o f  

a l mo s t t h r e e  a nd f o u r  t i m e s , r e sp e c t iv e l y ,  when c om p a r e d w i t h  

R a p j d  C i t y .  

���i t � .. b}_!1_g t o Sm.�}}. Ca:!�.:� . T h i  s o bj e c t  i v  e w a s r e 1 a t  e d 

t o  t h e r e l a t i v e  m a r k e t  s h a r e s o f  l a r g e  v e r s u s s m a l l  c a r s  

w i t h i n R a p i d  C i t y , D e nv e r , a n d  t h e  l J . S .  R a p i d  C i t y 1 s m a r k e t  



3 8  

s ha r e  f o r l a r g e  c ar s  d e c l i n e d  from 3 4 . 5  p e r c en t  i n  O c t o b e r , 

1 9 7 3 ,  t o  2 5 . 7  j n  Au g u s t 1 9 7 4 ,  wh i l e  t h e  s m a l l  s i z e  c a r s  i n ­

c r e a s e d f r om 6 5 . 5 t o 7 4 . 3  p e r c e n t  o v e r  t h e  s ame t im e  p er i o d . 

T h e  U . S .  m a r k e t  s h a r e s  c h a n g e d f r om 3 6 . 5 t o  2 8 . 0  p e r c e n t  i n  
l a r g e  c a r s , and 63 . S  t o  7 2 . 0 p e r c e n t  i n  s m a l l  c a r s . D e nv e r  

c h a ng e f r om 7 3 . 0  p e r c e n t f o r sma l l a n d 2 7 . 0  f o r  l a r g e t o  

8 0 . 4 f o r s m a l l a n d 1 9 . 6  f o r  l a r g e . 

W h i l e  t h e l a r g e t o sm a l l  r a t i o s f o r  e a c h  m a r k e t  wa s 

n o t  e qu a l  i n  O c t o b e r , 1 9 7 3 ,  t h e p c r c e n t a J e  s h i f t t o  s m a l l e r 

c a r s o b s e r v ed b y  Au g u s t  o f  1 9 7 4  wa s v e r y  s i m i l a r f o r  e ac h  

o f  t h e  t h r e e  m a r k e t s . 

C a s h  R e b a t e s . Mo n t h l y  s a l e s i n  t h e  Ra p i d C i t y 

1n n r k c t  f o r t h e  p ��r i o d  ex a m i n e d , N o v em b e r  1 9 7 4  t h r o u g h  Ma r c h  

1 9 7 5 ,  w e r e  n e a r l y
' 

c o n s t a 1 1 t . C omp a r a t i v e l y , t h e D e nv e r  a n d 

U . S .  m;n ]· c t s s h o '·� c d  s i g n i f i c n n t l y  m o r e  v a r i a t i o n  fo r t h e  

m o n t  1 s e x a m  i n  e el . H o w e v e r , n o  c o n e  l u s  i o n s c a n b e  d r a wn 

f r om t h e d a t a e x a m i n ed . Pu r t h e r , t h e f a c t t h a t  Rap i d  C i t y  

w a s f o u n d  t o  b e  i n s u l a t e d i n  t o t a l  s a l e s  d u r i n g  1 9 7 4  i n  

c o mp a r i s o n  t o  t h e D e n v e r  a n d U . S .  m a r k e t s wo u l d  p o s s i b l y  

l e a d  t o  t h e  ex p e c t a t i o n  t h n t  a r e b a t e  p r o g r am wo u l d  h a v e  a 

r e d u c e d i m p a c t  i n  t h e i n s u l n t e d Ra p j d  C i t y m a r l  e t . 

C OMM E N T S  

T h e  Ar a b  O i l  Em b a r g o  o f  1 9 7 3  ha d d r a ma t i c r a m i f i ­

c a t j o n s o n  U . S .  a u t o m o h i l c  m a nu fa c t u r e r s . N o t  o n l y  d i d 
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s a l e s  d e c l i n e  d r am a t i c a l l y  a n d  p :c o f i t s  v a n i s h , bu t D e t r o i t  

f i n a l l y h a d  t o  s w i t c h  t o  a n ew e r a and l e a r n  t o  p r o d u c e 

sma l l  c a. r s .  I t  a p p e are d t h a t  t h e d a y s  o f  t h e  b i g , g a s o l i n e  

gu z z l i n g c a r w e r e nu mb e r e d . 

H o w e v e r , f o r  a l l  t h e s t r e s s  o n  fu e l  e c o n o my a n d 

t h i n k i n p  s m a l l  t h a t  f o l l ow e d  t he 1 9 7 3  M i d d l e  E a s t  o i l 

emb a r g o , t h e  p u l-> l i c  i s  n o w  s p u r n i n g t h e s m a l l m o d e l s . 1  

S a l e s  a r e  n o t  c o m i n g i n  t he a r e a s wh e r e  D e t r o i t ' s  a u t o -

m a k e r s m j g J 1 t  kl v e  e x p e c t e d t hem . I t  s e em s  t h a t  t he 

Am c � i c a n  c o n s u m e r  i s  w i l l i n g  t o  s a c r i f i c e  e c o n omy f o r  

m o r e  J e g r o o m a n d c om f o r t . 

C o n s u m e r s ha v e  b e e n buy i n g  f e w e r  sm a l l  c a r s  a nd 

m o r e l a r g e  on e s  t h a n e x p e c t ed . T h i s r e s u ] t i s  t h r o w i n g  

p r o d u c t i o n s c h c cl u l c s  o u t  o f  l i n e  w i t h p r i o r  e x p e c t a t i o n s  

a n d  c a u s i n g  i nv e n t o r y p r o b l em s  w i t b i n  t h e  a u t o  i n du s t r y . 

T h e  s l o w e s t  s c l J e r s  h a v e  b e e n  s u b - c omp a c t s . I f  t h i s  n ew 

t r e n d  p e r s i s t s  p r o d u c e r s  c o u l d  f a c e a n o t h e r  p a i n fu l  p e r i o d . 

A s  o n e  m i g h t e x p e c t i n  a n  o v e r a l l a u t o  s a l e s  

r e c o v e r  y , ma n y  w or Jr e r  s w h o  1 o s t t he i r j o b  s u p  t o  t F o 

y e a r s  a g o a r e  g r a d u o l l y b e i n g r c c a l l e cl ,  a n d  s o m e  a r e  e v e n  

wo r k i n g o v e r t i m e . Bu t o t h e r s a r e  g e t t i n g  l a yo f f  s l i p s  a s  

p r o d u c t i o n  i n  s m a l l c a r  p l a n t s  i s  s l a s h e <l . 2 

l r im e , A.p r i J  5 , 1 9 7 6 ,  p . 6 3 .  

2 W a l l S t r e e t  J ou_rn�!_ , F c b r u a  r y  1 1 , 1 9 7 6 ' P · 1 .  



S i m i l a r t o  c a s h  r e b a t e s , t h r o u g h  c o s t l y d e a l e r 

i n c e n t i v e s  a n d  c u s t om e r  g i v e a w a y s , a u t o ma k e r s a r e hav i n g  

t o  p u s h  sm a l l c a r s t ha t  u s ed t o  s e l l  t h em s e l v e s . D e t r o i t  

i s  b e i n g  fo r c e d  t o  b u i l d m o r e  o f  t h e l a r g e r  m o d e l s , wh e n  

4 0  

a y e a r  a g o  l a r g e r c a r s w e r e  v i ew e d  b y  c o n s um e r s a s  l o s e r s . 3 

3 I h i d . 
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B t.� s i n c s s  W e e k , Nov em b e r  2 4 , 1 9 7 3 , p .  3 8 .  
F i r a n c i a l  Wo r l d , Nov e m b e r  6 ,  1 9 7 4 , p .  1 3  . 
.f._g_r_tu n e , J u l y ,  1 9 7 4 ,  p .  8 0 .  

__ 1 P i·: s w e  c k  , J u l y  1 5 , 1 9 7 4 , p . 6 1' • 

Ii�w s w e  e k , D cc cm b e  r 2 , 1 9 7 4 , p . 6 8 • 

��_wS \! c k , J a  iuary  2 0 ,  1 9 7 5 ,  p .  6 3 . 

l_!_:_�_._N ew_�--�"11 d Wo r l_�l -�_C2J>OTt , Janua ry 2 7 , 1 9 7 5 , p .  6 0 .  

� > t a t i s t i c s  r e c e i v e d f r om O l d sn o b i J e D j v i s i o n D env e r  Z o n e  
O f f j c c .  T h e y  a r c  c oni p i l e d b y  R . L .  P o l k  a n d  C o mp a ny . 
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