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U.S. Motor Vehicles & Parts
Capacity Utilization and Profits
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U.S. Automotive Deflation
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Supplier Table of Pain

Industry PPI/CPI/ECI 1998-2005 YTD % Change
New Cars and Trucks CPI -3.4%
Motor Vehicles Manufacturing Price Index -0.3%
PP

Motor Vehicle Parts PPI-Commodities -1.7%
Cold Rolled Steel AMM-Midwest +35.4%
Hot Rolled Steel AMM-Midwest +60.6%
Primary Aluminum PPI +35.0%
Plastic Materials & Resins PPI +63.4%
Refinery Gases (Feedstock) PPI +206.1%
Petroleum Refineries PPI +190.0%

BLS ECI Health Cost +64.0%

Source: BLS




Wage Rate and

Health Cost Inflation
1991 to 2004
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Employer Sponsored Plans

2004 Worker Participation
Use Medical Care
Insurance
All Employees* 53%
White Collar 59%
Blue Collar 60%
SerV|qe 24%
Occupations
Less Than $15 an 40%
hour
More than $15 an 21%
hour
Non-Union 50%
Union 81%
Goods Producing 69%

Source: BLS, NCS March 2004 *Weighted Average, numbers will not
add to 100%.
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CAR/OESA Supply Base
Health Care Survey

Respondents by
Revenue

O Less than
$75 million

O0$75 to $250
million

0 $250 million
to $1 billion

Oover $1
billion

Note: n =36, 1 no response

Electronically administered in June/
July 2005

37 respondents

Median number of employees =
1,060 with upper quartile = 3,000
and lower guartile = 500

12 of the firms have employees only
in the U.S.

Respondents were primarily light-
duty component suppliers; however,
companies producing modules and
heavy duty components are
included — particularly the 11 firms
over $1 billion in revenue.
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Health Cost Inflation
By Gross Revenue

Average 2003-2004
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Health Cost Spending Increase

By Relative Level of
Inflation Experienced

Average 2003-
2004
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Health Cost Inflation Forecast
All Companies Surveyed
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Health Cost Inflation Forecast
By Gross Revenue

2005 to 2010
2005 Annual

Small

$$1255t00 11% 11%
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Medium
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Health Cost Inflation Forecast

By Relative Level of
Inflation Forecast

2005 to 2010
2005
Per Ahnum
Low 9% 7%
Inflation
Middle 11% 9%
Inflation
High 14% 14%
Inflation




Corporate Policy Actions:
What Works and
What Doesn’t Work



Sources of

lealth Costs Savings
By 2003 to 2004 Inflation Rates
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What Will Work to Contain Costs

Highest Inflation
(14%)

Middle Inflation
(9%)

Lowest Inflation
(7%)

By Forecasted Inflation Rates
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The Role of Health Care In
Manufacturing Location Choice

 Q: From a standpoint of overall
competitiveness, how important are health care
costs when considering . . .

— Overall manufacturing competitiveness: 72%
responded important or very important

— International versus U.S. locations: 70% responded
Important or very important

— Within the U.S. locations: 78% responded important
or very important



Conclusions

e Suppliers spend an average of 21.5 cents of
their labor dollar on health care coverage.

o Given supplier's shipments equal $200 billion
and health care is approximately 4% of their total
cost structure, suppliers spend some $8 billion
per year in the US on health care.

o Suppliers’ ability to control HC inflation over
2003 and 2004 varies greatly:

— Median: 11% annual inflation
— Best firms: 7% annual inflation
— Worst firms: 16% annual inflation




Conclusions

« The variability of expected health care inflation between
2005 and 2010 will continue:
— Median: 9% annual inflation
— Worst firms: 14% annual inflation
— Best firms: 7% annual inflation

e Firms that contained costs the best took a more
balanced approach seeking savings:
— Administration costs
— Plan changes
— Improvements in health and health care use
— Worker cost sharing

* Firms that focused only on plan changes and increasing
workers costs typically experienced the highest health
care inflation rates.



Conclusions

* Going forward, the best firms continue to take a
balanced approach with an increasing emphasis
on.:

— disease management

— generic drug use incentives

— consumer driven programs along with wellness
programs and change in plans, co-pays.

 Firms forecasting the worst inflation continue to
count on employee cost sharing.



Conclusions

* Approximately one-third of the respondents
believe that health care costs are a very
Important contributor to overall national
competitiveness as well as a manufacturing
location decision factor internationally and within
the United States.

e Suppliers are looking to better management of
their health care spend to control their costs —
the suppliers are not looking exclusively for
national or state solutions.
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