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1979 Chrysler bailout holds lessons

Company,
union both
gave 1n a little
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When Chrysler teetered on the
brink of bankruptcy in 1979,
the automaker spent months
building support for a $1.5 bil-
lion loan guarantee that helped
save the company and tens of
thousands of jobs.

Nearly 30 years later, the
U.S. auto industry is getting
only weeks to make its case.

Still, the Chrysler chapter
offers lessons to the execu-
tives of General Motors Corp.,
Ford Motor Co. and Chrysler
LLC, as well as the United
Auto Workers union, as they
try to win support in Congress
for a stalled $25 billion rescue
plan.

Chrysler secured the loan
guarantees in 1979 because
labor, management and other
stakeholders all made conces-
sions, analysts and lawmak-
ers said. The company also
benefited from the salesman-
ship of its chairman, Lee Ia-
cocca, as well as a broad coali-
tion of supporters and a larger
hold of the domestic auto mar-
ket.

“The loan guarantee wasn’t
justhanded to them on a silver
platter,” said Charles Hyde,
author of “Riding the Roller
Coaster: A History of the
Chrysler Corporation.”

Contrast that to the two days
of high-profile hearings this
past week when automakers
stumbled and congressional
leaders told them to come back
after Thanksgiving with a bet-
ter case. Detroit’s chief execu-
tives arrived aboard private
jets, denied culpability for the
jam their companies are in and
blamed their problems on the
economic downturn. The UAW
said it had already taken wage
and benefit concessions in
2007 and declined to endorse
new givebacks.

“We’re asking the taxpay-
ers to throw money in. We're
not asking management to do
anything,” said Sen. Charles
E. Grassley, Iowa Republican,
who supported the Chrysler
deal as a House member.
“We’re not asking unions to do
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Chrysler Chairman Lee lacocca testifies in 1979 before the House banking committee. Three
decades later, the U.S. auto industry is back in Washington seeking another bailout.

anything, and we aren’t asking
government to do anything ex-
cept throw the money in.”

Chrysler’s efforts in 1979
did not get off to a fast start, ei-
ther. Struggling with its
largest-ever quarterly loss, a
fleet of inefficient cars and
high gas prices, Chairman
John Riccardo appealed to the
Carter administration that
July for $1 billion to stabilize
the company and protect its
250,000 workers.

Mr. Hyde, a Wayne State
University history professor,
said many people forget that
Chrysler was forced to come
up with $2 billion in conces-
sions from unions, white-collar
employees, dealers, suppliers
and banks as part of the deal.
State and local governments
connected to plants provided
tax concessions, and Chrysler
was required to adhere to tight
government supervision after
they received the loans.

Sen. Richard G. Lugar, the
Indiana Republican who
helped write the 1979 legisla-
tion with Sen. Paul Tsongas,
Massachusetts Democrat, re-
membered  that UAW
President Douglas Fraser told

him that his union “never
made concessions — never”
and Chrysler’s leaders were
“equally cavalier about it.”

But Mr. Lugar said Con-
gress approached the Chrysler
loans “pragmatically — that
there would need to be sub-
stantial changes in the offer-
ings by Chrysler, likewise sub-
stantial changes in the labor
agreement with the UAW.”

Mr. Riccardo announced his
resignation in September and
was replaced by Mr. Iacocca,
a master salesman who intro-
duced the wildly popular Ford
Mustang in the 1960s. Mr. Ia-
cocca agreed to work for a $1
a year until Chrysler turned a
profit. He traveled between
Detroit and Washington on
commercial airlines.

“You don’t fly around on
your private jet when you’re
asking the government for a
big loan,” said Reginald Stuart,
who covered the 1979 rescue
as the New York Times’ Detroit
bureau chief and wrote a book
about it.

Mr. Iacocca teamed with
Detroit Mayor Coleman Young
to make the case for the loans.
Together, they served as a

“one-two punch,” Mr. Stuart
said in an interview, bringing
in the Urban League and Na-
tional Association for the Ad-
vancement of Colored People
to their cause and organizing a
grass-roots campaign by busi-
ness and city leaders, dealer-
ships, auto suppliers and oth-
ers.

Former Michigan Gov.
James Blanchard, as a con-
gressman, spent five months
helping steer the Chrysler loan
guarantees through the House.
“They don’t have this kind of
time now, in my opinion,” he
said.

U.S. automakers also face a
different market now. None of
the Japanese companies had
started building cars in the
United States in 1979, and De-
troit’s automakers held more
than three-fourths of the mar-
ket. Cars carrying foreign
nameplates represented 49
percent of U.S. sales last year.

Now, Mr. Hyde says, “The
minute you leave Detroit, most
of the rest of the county says,
‘We’re not against the auto in-
dustry, we’re only against
those backward Detroit com-
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Award Winning French Cuisine
Come Dine with us on Thanksgiving

% Thanksgiving Specials & Regular Menu.
# Christmas Party Welcome & Open Chirstmas Eve
# Open 7 days including Sunday
# Catering available
+ Soft Shell Crabs & Crab Cakes

# 5 minutes from Wolf Trap

132 Branch Rd., Vienna, VA
(703) 281-0070
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REWARD

$250.000.00

Kenneth Michael Trentadue was
tortured and murdered in August
1995, while incarcerated at the
Federal Transfer Center in Oklahoma
Cily, Oklahoma. He was strangled
with plastic handcuffs or “flexicuffs’.
Kenneth Trentadue’s family believes
that he was murdered by agents of
the Federal Bureau of Investigation,
and are prepared to pay a reward of
Two Hundred Fifty Thousand Dollars
($250,000.00) to the person who
provides new evidence resulting in final
felony murder convictions of those who
committed this crime. For terms and
conditions of this offer of reward, go
to: www.kmireward.com

Paid for by the family of
Kenneth Michael Trentadue
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Supporting Regional

For 32 years, CCAA’s Annual Miami Conference remains the premier forum that

focuses specific attention on the small economies of the Caribbean and Central
America. It combines addresses of major political leaders in the region with
morning policy issue workshops and afternoon industry sector roundtables, giving
attendees the opportunity to participate actively in a series of discussions with
government and business leaders from Asia, the Caribbean, Central America,
Europe and the United States.

This year’s conference, titled “Supporting Regional Sustainability,” will
highlight the challenges to economic development in the Caribbean and Central
America caused by current global crises.With the slowdown in the US economy
and the energy and food crises, how can these small economies manage these
threats so as not to reverse the progress in development gained over the last
several years!? What does the future looks like for Haiti and Cuba? What impact
will the European Partnership Agreement have on the Caribbean? What can the
region expect from a new administration in VWashington?

Receptions, luncheons and dinners as well as a diversified exhibit hall, provide
ample opportunities for networking with a broad cross-section of companies and
individuals actively involved in the region.

Invited Speakers include:

Patrick Manning - Prime Minister, Trinidad and Tobago (c)
David Thompson - Prime Minister, Barbados (c)

Nelson Oduber - Prime Minister,Aruba (c)

Tillman Thomas - Prime Minister, Grenada

Alvaro Colom Caballeros - President, Guatemala
Leonel Fernandez -
Martin Torrijos Espino - President, Republic of Panama
John P.de Jongh, Jr. - Governor, USVI

Register Now.
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