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Executive Summary

This study seeks to estimate the economic impact in 2010 0f Toyotads U. S.

oper a

U.S. economy and 16 individual state economies. | t finds that Toyotads empl
contributes to the support of more than 365,000 jobs nationally, and compensation of over $20

billion.

Toyotabs U. S. 0 per atoven2d,500 pebpleawringl2¢10, &vith gdmpepnsatin

of nearly $2.3 bilion. Toyot ads U. S. operati ons anarmfactiing,i ned i
marketing, distribution, research, development and design, headquarters, and all other

operational activities within the company. From the direct employment at Toyota facilities, it is
estimated that, i ncludi ng t bBupportmore¢hant177,000dabsin Toy ot a

the U.S. economy, with an associated compensation of nearly $11.7 billion.

There are three companies who employ people solely for the production and distribution of
Toyota vehicles. These three companies employ a total of 5,700 people and support another
14,000 jobs, for a total of nearly 19,700 additional jobs in the economy.

When factoring in the people selling and servicing new Toyota vehicles, an additional 168,000
jobs and $8.6 billion in annual compensation brings the total jobs supported annually by Toyota
in the U.S. to 365,000 and annual compensation to $21.4 billion.

Additionally, Toy ot ads n e Welantin Tame®,Mivdissippi (due to come on line in late
201) is expected to employ 2,000 people once it is fully operational. In an analysis of the
expected economic impact of the new plant, this study estimates that almost 16,000 jobs will be
created nationally by the operations at this facility. This highlights the substantial impact
automotive assembly operations have on job creationd one of the highest job multiplier sectors

in all of manufacturing.

This study confirms job creation and retention are occurring on a very large scale as a result of
Toyot abs U. %ndare paring a tarigeoimpsct on the U.S. economy. For those jobs in
the U.S. auto industry related to Toyota and those supported by the industry spending, the
average employee tends to be very well-compensated, leading to higher than average
household spending and tax payments. An analysis and discussion of individual state

employment and economic impacts for 16 states occurs further in this report.
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Introduction

The motor vehicle industry is the largest manufacturing industry in the United States. No other
single industry is linked so closely to the U.S. manufacturing sector or directly generates so
much retail business and employment. This study describes the br eadt h of Toyot
involvement in the U.S. automotive industry and the economic impact it contributes to the motor

vehicle industry and national economy.

The importance of this study is directly related to the importance of foreign direct investment
and operations in the sustainability of the overall U.S. automotive industry. While there has
been a restructuring of the domestic auto companies, international manufacturers have retained
and seem poised to expand U.S. operations. Toyota is an international automotive company
that has a long history of investment in the United States. As a result, its impact on the U.S.
economy is substantial compared to many other international auto companies with U.S.
operations. A better understanding of the role of Toyota in the U.S. economy leads to a more
comprehensive view of the industry as a whole and how it may change in the future and further
impact the U.S. economy.

The Center for Automotive Research (CAR) conducted an earlier studyiCont ri buti on of
Motor North America to the Economies of Sixteen States and the United States in 2006a' This

current analysis updates that studyand descri bes the economic contri b
manufacturing and non-manufacturing operations in the United States. The first section of this

study presents an updated overview of the industry and T o y o toke o &.

The second section of the st udy esti mates the contribution of
dealership partners to employment and income in the economies of sixteen states and the
United States in 2010. The 16 states analyzed in detail include Alabama, Arkansas, California,
Georgia, lllinois, Indiana, Kentucky, Maryland, Michigan, Mississippi, Missouri, North Carolina,
Ohio, Tennessee, Texas and West Virginia. T o yxwréena écenomic contribution was
analyzed using an economic software model, which was also used to empirically estimate the

expected contributiontothee conomy of Toyot abs f TupaorMississippt e mbl y f

The employment and compensation data f o r Toyotads U. S. pedgnetheat i ons
research was provided by Toyota. The remaining data on the U.S. economy and the
automotive industry was collected by CAR from a wide variety of publicly available sources,

listed in the Reference section.

lHiII, Ki m. AifiContri bution of Toyota Motor N 060 Cdnterdome r i ca t o t
AutomotiviResearch, October 2007. Ann Arbor Michigan.
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Section I: Overview

Toyotads stated mission is to enricths sgioiu@ty thr

report states,

AiSince its f ouunchangimgonission Mas lpeentt@cdrdribute to society by
making safe and reliable vehicles. This will continue to be our priority... The automobile
industry is being driven by advances in environmental technology. Toyota will work to
improve its technology, while broadening its strategy of sustainable mobility to include
new technologies and products, partnerships, the urban environment and energy. By
strengthening the bonds between the customers, dealers and suppliers who represent

our driving force, we will redouble our efforts to create a new future for the automobile.o

It is fitting to start a report such as this with this statement. An economic impact study, at its
heart, is the study of how many additional economic opportunities are created by a given
industry. Contributing well-paying jobs to societyi and thus improving its overall quality of lifei is
part of the social contract. More importantly, motor vehicle manufacturers require an extensive
network of parts suppliers, service companies and dealerships. This network extends the reach
of the automotive industry into nearly every community of the nation. In this first section, the
study tracks Toyaomhparysn thg Unitedt Statesa the second section details
what Toyota contributes back to the U.S. society through job creation.
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The Automobile in North America

For more than a century, the automotive industry has been a major contributor in shaping the
identity of the U.S. economy and has generated millions of jobs. The industry is not static and
continues to undergo dramatic changes. Over the past two decades, the U.S. industry has been
transformed by more than $25 billion in new direct investments from Asia and Europe?®. Much of
the foreign direct investment has gone to areas in the country that were not traditional locations

for automotive employmenti in effect, stretching the footprint of the U.S. auto industry.

Along with these new investments, the composition of the auto industry has been transformed
as domestic automotive assembly firms (Chrysler, Ford, and General Motors) have slowly lost
market share to international firms operating in the U.S. In 2007, for the first time in history,
there was market share parity between the Detroit 3 and international firms. The collective
market shares of international automakers are forecasted to be at nearly 60% for 2010 and
beyond. The erosion of domestic automaker market share over twenty years, as shown in
Figure 1, reveals how competitive the U.S. automotive landscape has become for all auto

manufacturers.

Figure 1. U.S. Motor Vehicle Market Share, 1986-2011
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2 Center for Automotive Research, Book of Deals
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The economic performance of the automotive sector, as well as the broader manufacturing
sector, is extremely important for the continued development and growth of the national and
regional economies, as it comprises a large share of total U.S. output. At the end of 2008, U.S.
automotive output was 2.2% of GDP; overall manufacturing contributed 11.5%.% While the
automotive industry adds only a few percentage points to the total GDP, the effects of the
industry extend significantly beyond that due to the complex manufacturing process chain
supporting many tiers of suppliers and jobs across a wide array of industries.

As can be seen in Figure 2, growth or decline in automotive output often constitutes a significant
portion of total change in GDP. 1 n addi ti on, due to the industryo:
motor vehicle output have cascading effects into other industries, resulting in surprising
significant changes in the overall GDP. This effect can also be seen in Figure 2 where periods

of large growth and decline in GDP follow and coincide with changes in motor vehicle output.

Figure 2: Changein U.S. GDP and Automotive Output, 2007-2010
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*BEA. ( 2 0OomestiProdu®&DPpyd ndustry Data. o Bureau of Economic Anal ys
<http://www.bea.gov/indudpbignd_data.htm>.
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Toyotad ®resence in the Region

Toyota Motor Sales, U.S.A., Inc., was established in 1957, with its headquarters based in
California.” Sales, beginning in 1958, were modest with just a few hundred vehicles sold that
year. However, within one decade, Toyota was selling over 20,000 vehicles a year and was the
third best-selling import brand in the United States. By 1975, Toyota became the top selling
import brand in the nation. With the 1986 opening of its New United Motor Manufacturing, Inc.

(NUMMI) plant, a joint venture with General Motors, Toyota began production in North America.’

Over the following two decades, Toyota continued to expand its product offerings with the
additions of Lexus and Scion brands. Simultaneously, Toyota added to its production capacity
with new engine and assembly plants across the nation. Toyota assembles cars and trucks in
nine plants across North America, builds engines in four plants, and builds transmissions in two
plants. Figure 3 depicts a timeline outlining milestones in T o y o tNarth sSAmerican growth
throughout the years.

Figure 3: Toyota North American Milestones

Toyota in North America
Princeton, IN _
assembly _ Huntsville, AL
Cambridge, ONT engine plant
assembly T
_ Toyota Motor Sales, San Antonio. TX
USA established assembl);
1950 1960 1970 1980 1990 2000 2010
Georgetown, KY Tupelo, MS
Joint ¢ assembly and assembly
oint venture - ; L
NUMMI engine plant Woodstock, ONT
1 assembly
Buffalo, WV engine Raleigh, NC Aisin
and transmission = AW transmission
plant plant

Source: Toyota®
Figures 4 to 6 detail Toy ot a 6 sly @asts, engibe plants, and transmission plants in the
United States. Assembly plants are located in Kentucky, Indiana, Texas, and Mississippi and

provide Toyota with a total annual capacity to produce 1.8 million motor vehicles annually. At its

4Toyot a. AfiToyota: 50 Years in America and Counting. o0 Accesse:l
5<http://www.toyota.com/about/our_business/our_history/u.s._history/>.

Ibid.

6Toyota. (2008) . AToyota Mot or Neomgihn eAemreirn gc a&n Mbeamuwiff aacctt wirrii mngg Nv

Sales, U.S.A., Inc. January 17, 2008. <http://pressroom.toyota.com/pr/tms/manufacturing/TYT2002010227094.aspx>.
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seven assembly plants, Toyota produces a variety of products including the Avalon, Highlander,

Venza, Camry, Corolla, Sequoia, Sienna, Tacoma, and Tundra. Engine Plants in Alabama,

Kentucky, and West Virginia provide Toyota with the capacity to produce 1.5 million engines

annually. Transmission plants in North Carolina and West Virginia provide Toyota with the

capacity to produce 1,030 transmissions annually.

Figure 4. Toyota Assembly Plants in the United States, 2010

VI

\ 'f\-_'f;"“ ME

J MN

Wy WI NY f

N MI '
o 1A =
iy IL TIN
;~’:-- KS MO
| Nm OK AR \
e LA N
TX —
®
00\ Q)
O B, @®  Toyota Assembly Plants
2010 Production
Plant Type Facility Location Product Estimate

Georgetown #1 Assembly Georgetown, KY Camry, Avalon 172,350
Georgetown #2 Assembly Georgetown, KY CamryVenza 213,025
Lafayette #2 Assembly Lafayette, IN Camry 83,496
Princeton East Assembly Princeton, IN Sienna 128,194
Princeton West Assembly Princeton, IN Sequoia, Highlandt 105,831
San Antonio Assembly San Antonio, TX TundraJacoma 145,897
Tupelo Assembly Tupelo, MS Corolla 26,578 (2011)

Source: CAR Research, Toyota, IHS Global Insight
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Figure 5: Toyota Engine Plants in the United States, 2010
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Figure 6: Toyota Transmission Plants in the United States, 2010
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Recent North American Market Developments

At the beginning of this past decade, annual motor vehicle sales peaked at 17.4 million and

remained at over 16 million units through 2007. This unprecedented sales activity was largely

supported by a plethora of factors including access to low interest credit, housing development
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patterns necessitating increased vehicle ownership, a booming stock market, posti 9/11

manufacturer incentives, and an enhanced sense of personal wealth.

The surplus of vehicles purchased in the early part of the decade, the ensuing credit crunch,
and the recession are the central factors driving the recent issues in the automotive industry. In
2008, along with other bubbles associated with debt financing, the motor vehicle bubble burst.
Because suppliers, dealers, and assemblers expanded capacity during the early part of the
decade, many were vulnerable when sales suddenly began to drop off.

As major consumer lending arms of large banks increased credit requirements and reduced
lines of credit to all but the most qualified applicants, many consumers could no longer finance
motor vehicle purchases. High unemployment rates made the problem worse. With the current
unemployment rate still hovering at 9.5 percent (July 2010), economic recovery and the rebound
of the auto industry have been affected. Employment, income stability and consumer confidence
are major determining factors in the purchase of durable goods like automobiles. Despite these
conditions, the industry is beginning to recover. The Commerce Department reported that
automobile sales improved in July even though July retail sales in general were disappointing.’
Many of the leading economic indicators are trending in the right directioni with consumer
confidence, the Dow Jones Index, full time employment, and the CPlIs for both new and used
vehicles all increasing in the first half of 2010. Sales as a whole have improved, with a 14.8

percentincreaseover | ast julyés figures

During the months of July and August in 2009, the U.S. Federal government intervened in the
U.S. auto sales market by introducing the Car Allowance Rebate System, commonly referred to
as the fACash f or Qorngress kriginally@ppmpriated $labitlion for the program,
but due to how quickly that amount was depleted, increased the amount to $3 billion. The
impact on new vehicle sales was immediate and significant with roughly 690,000 eligible
vehicles turned in by consumers who then received a $3,500 or a $4,500 voucher for

purchasing or leasing a new, fuel- efficient vehicle.

The program generated new vehicle sales of 998,000 units in July and 1,262,000 units in
August of 2009. Cash for Clunkers had a significant stimulating effect on the industry, as
dealers sold hundreds of thousands of additional vehicles beyond the norm for that time of year.

The higher-than-anticipated volume of new vehicle sales created a tax revenue boost that

7VIasic, Bill. (2010). fiDetroit Ges.AsgusFl3,20M0.Gl oom t o Economic

<http://www.nytimes.com/2010/08/14/business/14auto.html?src=busln>.
Aut omotive News. (2010). AU. S. Total Vehicles Sal es
<http://www.autonews.com/section/datacenter>.

Center for Automotive Research | March 2011 Page 11

by

E

Ma k e,



hel ped statesbéettnahcehe Phegefatn i s noti othabl e i

American sales in Figure 7; the months of July and August show dramatic increases in sales.
Those months also show gains in market share for Toyota as the program stimulated sales of
high fuel economy vehicles such as the Corolla, Prius, and Camryi among the most purchased

vehicles under Cash for Clunkers.

Figure 7: Toyota Monthly North American Sales and Market Share, 2009-2010
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Source: Automotive News

Also notable in Figure 7 is the dip in market share during the first quarter of 2009 when media

coverage of i ssues with fAunintended accelerationc

the loss in market share during January and February was regained as Toyota engaged in an

aggressive incentive program.

As depicted in Figure 8, from 2001 to 2007, auto sales were mostly flat; however, during this
time period, Toyota was regularly able to increase sales. While both U.S. and Toyota sales fell
from 2007to 2 0 0 9 , Toyotads decrease in sal escompared
to 35.6%). Figure 9 displays a similar story for production, with overall U.S. production flat or
slightly declining for the period from 2001 to 2007, while Toyota increased its production by over
40 %. Both Toyota and U.S. production fell
production cutbacks were less drastic than those seen in the U.S. as a whole (40% reduction as
compared to 47%).
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Figure 8: Toyota U.S. Sales, 2001-2010
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Figure 9: Toyota U.S. Production, 2001-2010
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WhileToyot abds s al e sbegurutnb eir mp rhoawee o vddferentlsegméents gre ar 6 s
improving at different rates. While Toyota has seen remarkable growth in SUV sales in July

2010 as compared to July 2009 (48 percent sales growth), the base numbers of July 2009 were
abnormally low; SUV sales had fallen by nearly 58 percent from the previous year. CUVS,
however, had relatively low losses in July 2009 compared year over year to July 2008 (less than

two percent decline), and have shown reasonably strong growth in the past year (14 percent

sales growth). Toyota continues to primarily sell passenger cars, with that segment making up

58 percent of total sales.
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Despite the recession, Toyota has maintained steady vehicle production in the U.S. This year,
the portion of domestically produced Toyota vehicles sold in the U.S. was the highest it has
been in a decade, with 63 percent of all vehicles sold produced domestically. Figure 10
graphically displays the shareof Toy ot a 6 s demedidally preduceda 1Vwhen the new
plant in Tupelo Mississippi (see page 32) enters production in 2011, it is estimated that the

percent of Toyota vehicles (sold in the U.S.) produced domestically will rise to 70 percent.

Figure 10: Breakdown of To ydetSalésdy DbSestic/igpornted,V e h i
2000-2009
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Source: Automotive News

Motor vehicle manufacturing employment and vehicle parts manufacturing employment trends
in the United States have been in decline since 2001. Motor vehicle manufacturing employment
has dropped by more than 120,000 (44.0 percent) between 2001 and 2009, as seen in Figure
11. Similarly, over the same period, motor vehicle parts manufacturing employment has
declined by more than 350,000 (46.3 percent). The industry decline accelerated in the recession
of 2008/2009, with a considerable loss of jobs among automakersi particularly among parts
suppliers. Currently, however, automakers and suppliers have rationalized capacity; the industry
is well positioned (at all levels) to be profitable at much lower levels of production. Industry
employment should be stable or even grow in coming years.
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Figure 11: Motor Vehicle and Parts Employment: 2001-2009
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The Leaders of Lean Manufacturing

Toyota is well known for its lean manufacturing practices, which have now diffused throughout

the industry. The effects of a corporate philosophy that stresses the elimination of waste and

constant improvement are apparent throughout Toyota operations, including manufacturing as

well as non-manufacturing facilities. Toyota also believes that eliminating waste is only a part of

implementing successful lean practices. Other important factors include eliminating the

overburden to people and equipment as well as eliminating unevenness in production

schedules.’ Figure 12 depicts the evolution of the total hours of manufacturing labor input (a

total of hours used in vehicle assembly, engine and transmission assembly, and stamping of

major vehicle body panels) per vehicle produced (HPV). The figure utilizes datafromHar bour & s

HPV analysis, which is considered the most reliable manufacturing productivity comparison

available for the North American auto industry. The HPV for Toyota, as well as figures for the

major domestic automakers producing vehicles in the United States, is shown from 1995 to

2008.

9Liker, Jeffery AThe Toyota Way: 14 ManagementHillR00hBE i pl es
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Figure 12: Productivity Estimates (Hours per Vehicle), 1999-2008
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Source: The Harbour Report 1996 i 2010, Harbour Consulting. Research by the Center for Automotive
Research.

The complexity of the content of vehicles has increased significantly in recent years, particularly
with the growth in electronic components integrated into vehicles. Electronics are now

estimated to constitute 40-50 per cent of a vehicleds cos'ftin
addition, the variety of vehicles introduced into the market has greatly increased. These factors
have created both productivity and quality control challenges for all automakers. Regardless,
Toyota has historically maintained productivity levels higher than the industry average. Clearly,
Toyota has been the benchmark since before 1995. Only recently have the other automakers
managed to pull even, with the Detroit 3 average hours per vehicle reaching near parity with

Toyota in production year 2008.

Toyot abs i mpact i n changing i ndustry
however. Many companies, throughout not just the manufacturing sector but also the service
and retail sectors, benchmark Toyota and lean manufacturing practices for productivity
improvement. The U.S. economy has experienced strong, almost historic, productivity growth in

recent years. Although the source of this growth can be partially attributed to the greater use of

10 Murray, Charles J. (2009). "Automakers Aim to Simplify Electrical Architectures." Design News. July 29, 2009.
<http://www.designnews.com/article/318d87akers_Aim_to_Simplify_Electrical_Architectures.php>.
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information technology, some observers also point out the competitive effect of international
companies on the entire U.S. economy.**

The high levels of productivity achieve d by Toyotads U. S. ma nnotfae ct ur i n
the expense of quality in its products. Figure 13 depicts the history of J.D. Power and

A s s o c i laitialeQuadity Study (1QS) results. The number of problems reported per 100

vehicles in the first 90 days (PP100) is shown for vehicles sold in the United States, as well as

Toyota Division vehicles (not including Lexus), during 1998-2010.

Figure 13: J.D. Power and Associates Initial Quality Study Ratings: 1998-2010
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Sources: J.D. Power and Associates Initial Quality Study (IQS) 2005-2010, Center for Automotive Research.

Although the overall industry has posted impressive improvements in quality during this time
period, Toyota has maintained its lead in quality. From 1998 to 2009, Toyotabdbs PP100O

llForinstance,s&pear, Steven, and Brown, H. Kent fDecoding the DNA «
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decreased from 162 to 101, an improvement of around 38 percent. For that same period, the

industry as a whole improved its quality performance, as well.

For the 2010 IQS, however, Toyota fell from 6™ best brand to 21 with 121 problems per 100
cars. Among the most frequent of complaints for the brand were problems with floor mats and
brakes, the same issues that garnered massive media coverage and resulted in the company
recalling over eight million vehicles.** With so much negative publicity centered on the brand, it
is possible that owners filling out questionnaires for the IQS graded the company more critically
than in previous years, an effect that would not materialize in scores of other brands.

Environmental Sustainability

While Toyota has set a moving standard in world class manufacturing productivity and quality, it

has also made a corporate commitment to setting another standard in developing environmental

technology for its products and processes. Toyotaaims @A f or growth that i s in

environment o and strives At o develop, establish
environment and economy %t Pheof@i sé¢necsatr mdahiowulsé 50
American Council for an Energy Efficient Economy (ACEEE) is reproduced in Figure 14. The

list takes fuel economy and engine emissions into consideration when ranking vehicles, using a

i Gr e en Srctleer2@10 kankings, Toyota placed two vehicles in the top 10 and has other

fuel efficient products, as well, with the Toyota Camry Hybrid and the Lexus HS 250H nearly

making the top 10 list.**

The Toyota Prius, which places second, is the most efficient gasoline vehicle in the 2010 lineup.
The Prius has a 3-mile-per gallon increase in fuel economy over the previous model year, with
51 mpg in the city and 48 mpg on the highway. The improvements include increased engine
size (allowing the engine to operate at lower rpm on the highway), a new exhaust gas
recirculation system, an electric water pump, a lower coefficient of drag, light-weighting of
several parts, LED low-beams and taillights, a more efficient A/C system, and solar panels on
the moon roof.'> Toyota will release a plug-in version of the Prius in 2011, featuring the

ma n u f a c fira litheim-@rsbattery.

12KiIey,Dav.id (2010). AMaking Sense of the 7JOrD.ArRo weéhre yRan KAiorl g sA:u t Toasy.

<http://autos.aol.com/articlefg@i@veiqualitystudy/>.

BToyota. (2009). AToyota Mo tMotorCaporaton Pg20.iMarch 35200 al Report 200

<http://www.toyota.co.jp/en/ir/library/annual/pdf/2009/index.html>.

igA CEEE. (2010) . AACEEEO®s Gr e-EfiicienBBconkmyo<htifpy:fiveviv.greeaencarCooglibn ci | f or  a
Ibid.
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Figure 14: American Council for an Energy Efficient Economy
Greenest Vehicles for 2010 List

e a Emission MPG: | MPG: | Green
Make and Model Specifications Standard® City Hwy | Score
HONDA CIVIC GX°© 1.8L 4, auto [CNG] | Tier 2 bin 2/ PZEV 24 36 57
TOYOTA PRIUS 1.8L 4, auto CVT Tier 2 bin 3/ PZEV 51 48 52
HONDA CIVIC HYBRID 1.3L 4, auto CVT Tier 2 bin 2/ PZEV 40 45 51
SMART FORTWO . .
CONVERTIBLE/COUPE 1.0L 3, manual Tier 2 bin 5/ ULEV I 33 41 50
HONDA INSIGHT 1.3L 4, auto CVT Tier 2 bin 3 40 43 50
FORD FUSION HYBRID/ . .
MERCURY MILAN HYBRID 2.4L 4, auto CVT Tier 2 bin 3/ PZEV 41 36 47
TOYOTA YARIS 1.5L 4, manual Tier 2 bin 5/ ULEV Il 29 36 46
NISSAN ALTIMA HYBRID 2.5L 4, auto CVT PZEV 35 33 46
MINI COOPER 1.6L 4, manual [P] | Tier2bin5/ULEV Il 28 37 45
CHEVROLET COBALT XFE/ . .
PONTIAC G5 XFE 2.2L 4, manual Tier 2 bin5/ PZEV 25 37 45
HYUNDAI ACCENT BLUE 1.6L 4, manual Tier 2 bin 5/ ULEV Il 27 36 45
HONDA FIT 1.5L 4, auto Tier 2 bin 5/ ULEV Il 28 35 45
[CNG] denotes compressed natural gas fuel.
[P] denotes premium gasoline
"auto CVT" denotes continuously variable automatic transmission.
a Certain other configurations of these models (with different transmissions or meeting different emission
standards) score nearly as well.
b A listing with two emission standards (e.g., Tier 2 bin 2/ PZEV) denotes a single vehicle carrying both a
Federal and a California emission certification. Green Scores for such listings reflect the cleaner of the
two certifications.
¢ Compressed natural gas (CNG) vehicle fuel economy given in gasoline-equivalent miles per gallon.

Source: ACEEE

In addition to reducing fuel consumption and engine emissions, Toyota has invested in reducing
the environmental impact of its facilities. They recently completed a North America-wide
greenhouse gas inventory. Over the past decade, Toyota has made progress in reducing
energy consumption and greenhouse gas emissions per vehicle produced.® In addition, Toyota
plants in North America have achieved and maintained near-zero waste-to-landfill status with all
plants collectively having a greater than 95% reduction in the amount of waste sent to landfills

compared to 1999 levels.

Toyot ads manufacturing p r oeneegy usE sandfgoeenhaise gas

emissions, reducing waste and improving recycling, decreasing water consumption, reducing

16Toyota.(2005‘v‘ﬁ).2009 North America Environment al Chal

2009. < http://www.toyota.com/about/environmentreport2009/pdfs/2009report.pdf >.

Report:
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the use of substances of concern, and improving air quality. Regarding end-of-life vehicles,
Toyota has worked to support automobile recycling. Toyota has developed methods to reduce
the amount of waste stemming from dismantling vehicles, thus improving the amount of content

that can be reclaimed.
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Section Il: The Economic Impact Analysis

Vehicle Manufacturing-related Activities, 2010

Table 1 in this section details the estimated employment and income contributons by Toyot abd

U.S. manufacturing operations to the private sector economies of sixteen states and the U.S. for
2010. The estimates of employment are broken out by direct employment (people employed
directly by Toyota); intermediate employment (people employed by suppliers who supply
Toyota, and the suppliers who supply them); and spin-off employment (expenditure-induced
employment resulting from spending by direct and intermediate employees who earn an income
as a result of Toyota-related activities).

The process of building motor vehicles necessitates a great many workers assembling those

vehicles. I n addition to the workers directly e

many more people are needed to supply the goods and services that are directly or indirectly
related to the operations of a motor vehicle company. Beyond the employees at the
manufacturing plants, Toyota Motor North America is comprised of individuals that routinely
engage in research and design activities that improve vehicle safety and performance; transport
and store parts and finished vehicles; manage the complexities of a multi-billion dollar
enterprise; and transact with customers to finalize new vehicle sales. Each of these activities
requires a unique mix of labor talent and input from other sectors of the economy; the
summation of inter-industry transactions and associated labor income expenditures provides a
snap shot of Toyotabds <contributi on vyt dhiststudgy
estimates t he t ot al number of wor ker s r e leaassenbly
operations, as well as employees in dealership operations and workers employed by the

suppliers of goods and services to dealerships.

Complete U.S. operations employment and payroll data supplied by Toyota totaled 28,742
employees who were compensated at $2.3 billion as of June 30, 2010. The employment and
payroll data was coded according to the North America Industry Classification System (NAICS)
into seven categories for input into the modeld motor vehicle manufacturing (NAICS 3361);
motor vehicle parts manufacturing (NAICS 3363); management of companies (NAICS 551);
professional, scientific and technical services (NAICS 541); securities, commodity contracts and
investments (NAICS 523); warehousing and storage (NAICS 493); and administrative and
support services (NAICS 561). The motor vehicle assembly data does not include employment

at the New United Motor Manufacturing, Inc. (NUMMI) plant in California.
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As can be seen in the table below, there are 55,410 intermediated or supplierd jobs resulting
from Toyotads direct empl oyment . The sum
categories totals 84,152 total jobs. The spin-off jobs associated with spending by the people

who work in the direct and intermediate jobs add another 93,645 jobs, bringing the total jobs

associated with Toyotabs automotive activities
spin-off) to 177,797 jobs. The ratio of total jobs created to direct employment equals the
employment multiplier of 6.2 (177,797 + 28,742). This means there are 5 additional jobs in the
U.S. economy for every 1 job in Toyota manufacturing-related operations.
Table 1 also includes employees located at Subaru of Indiana Automotive (SIA) in Lafayette,
Indiana and employees of two distribution companies. A discussion of SIA and the distribution
companies begins on page 34.
Table 1: Contribution of toltlefEoonay in th@ pratedaStates, 2040
Toyota- Toyota-
dedicated dedicated
Manufacturing- | Employees | Employees at
Economic Impact Related at SIA Distributors
Employment
Direct 28,742 1,278 4,400
Intermediate 55,410 3,023 1,598
Total (Direct + Intermediate) 84,152 4,301 5,998
Spin-Off 93,645 5,715 3,643
Total (Direct + Intermediate + Spin-off) 177,797 10,016 9,641
Multiplier: (Direct + Intermediate + Spin-off)/Direct 6.2 7.8 2.2
Compensation ($ Billions Nominal) 11.646 .665 522
Less: Transfer Payments & Social Insurance Contributions -2.168 -.130 -.146
Less: Personal Income Taxes -1.280 -.072 -.065
Equals Private Disposable Personal Income ($ Billions
Nominal) 8.198 463 311
Contribution as % of Total Private Economy
Employment 0.10
Compensation 0.08
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Compensation in the private sector associated with total jobs (direct plus intermediate plus spin-
offf amounts to $11.6 billion. After accounting for transfer payments, social insurance
contributions, and personal income taxes, the private disposable personal income (or personal

income after taxes, including transfers) is $8.2 billion.

A key change since the 2006 study is that the multiplier effect of direct jobs at Toyota has
increased slightly. Primarily, intermediate employment (the suppliers of goods and services to
Toyotads manuf ac tperditect gmploypecimcedseédo mgart, the recession of
2008-2009 brought a contraction in global trade that effectively reduced the long standing
pattern of overseas outsourcing. Both auto assembly and auto parts supplier companies
purchased increasing amounts of intermediate inputs from domestic sources. There could be a
number of explanations for this reversal of outsourcing including unfavorable exchange rates,

lower domestic wages, and an effort by more companies to build and source where they sell.

Table 2 provides a breakout of the nearly 150,000 intermediate and spin-off jobs supported by
T o y ot an@factureraelated operations. Table 4 on page 28 shows even greater detail of sub-
categories these intermediate and spin-off jobs; table 4 also includes an examination of the
downstream jobs created by dealership employment. These jobs are spread across numerous
manufacturing and non-manufacturing industries. As discussed earlier, the intermediate
category captures the employment necessary

services it needs to design, produce and sell motor vehicles. This can be broadly considered
Toyot abs Unédwork. sThipgupply eetwork consists of the suppliers who supply parts

and services directly to Toyota along with the suppliers who supply the basic materials and

services to Toyotabs suppliers. Some of thhese

several steps removed from the vehicle design and manufacturing process.

Spin-off jobs are expenditure-induced jobs, created as a result of spending by the people
employed in the direct and intermediate categories. As could be expected, a large portion of the
spin-off jobs are in the non-manufacturing sectors of retail trade and health services. When
employees use their paychecks to purchase a wide range of goods and services including
electronics equipment, clothing, food, and health care, employment is created to supply their

demands.
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Table 2: Intermediate and Spin-off Employment Contributionof Toyot aés Ma-nuf act u
related Operations in the U.S., 2010

# of Jobs supported by
Types of Jobs Toyota manufacturing
operations

Forestry, Fishing, Related Activities, and Other 306

Mining 626

Utilities 377

Construction 5,766

Manufacturing 30,174
Nonmetallic mineral product manufacturing 1,150
Fabricated metal product manufacturing 2,973
Machinery manufacturing 1,220
Computer and electronic product manufacturing 589
Electrical equipment and appliance manufacturing 468
Motor vehicles parts manufacturing 18,501
Furniture and related product manufacturing 428
Miscellaneous manufacturing 236
Food & Beverage manufacturing 521
Textile mills, textile products, apparel 926
Paper mfg., Printing and related support activities 846
Chemical, petroleum product manufacturing 1,089
Plastics and rubber product manufacturing 1,915

Wholesale Trade 8,115

Retail Trade 10,852

Transportation and Warehousing 7,026

Information 2,585

Finance and Insurance 9,702

Real Estate and Rental and Leasing 5,264

Professional and Technical Services 13,126

Management of Companies and Enterprises 2,212

Administrative and Waste Services 10,926

Educational Services 2,688

Health Care and Social Assistance 11,762

Arts, Entertainment, and Recreation 2,674

Accommodation and Food Services 6,694

Other Services, including Public Administration 17,492

TOTAL 149,055
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Automobile Dealerships

Auto assembly operations and motor vehicle parts manufacturing operations are business
operations often clustered together within certain areas in manufacturing-oriented regions of the

country. Auto dealerships, on the other hand, are found in nearly every community across the

countryi in rural and urban areas alike. Just as the manufacturing segment of the motor vehicle

industry has suffered in the recent economic downturn, the retail and service segment of the

industry has also incurred heavy losses. If the amount of column space in news media is
considered a measure of issues of importance, the economic and cultural impact of the

downturn on auto dealerships was substantial. The omnipresence of auto dealerships in
communities across the U.S. allows for a deep connection between their business operations

and civic event s. Aut omoti ve News observes, nlf
philanthropy of businesses in America, the local car dealer would always take the top prize. If

you go to a Little League or youth hockey game or any other locally organized sporting event,

the sponsors always seeth to be |l ocal auto dealers

Tables 3 and 6 detail the estimated employment contributions by new vehicle dealer operations
to: the economies of each of the 16 states of this study, the rest of the nation, and the nation as
a whole. Employment estimates are broken out by direct employment (people directly
employed at dealerships); intermediate employment (people employed by those who provide
goods and services, excepting inventory, to dealerships); and spin-off employment
(expenditure-induced employment resulting from spending by direct and intermediate

employees).

Automotive dealership employment for new vehicle sales totaled nearly 80,000 employees. As
can be seen in the table below, there are 33,383 intermediate jobs that support direct
employment in the industry (suppliers of goods and services, not including motor vehicle
inventory). The spin-off jobs associated with spending (from the people who work in the direct
and intermediate jobs) add nearly 55,000 more jobs, bringing the total jobs associated with new
motor vehicle Toyota retail operations to nearly 170,000 jobs. The ratio of total jobs created to
direct employment produces an employment multiplier for motor vehicle retail operations of 2.1.
This multiplier of 2.1 means there is slightly more than 1 additional job in the U.S. economy for

every 1 job in Toyota new vehicle dealership operations.

YAutomotive News. Keithl®rairsepi@mbeirng , Dea®#l0Or.s hiPps 2 2Be Ca
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Compensation in the private sector associated with total jobs (direct plus intermediate plus spin-
off) amounts to $8.5 billion. Estimated personal taxes to be paid resulting from employment in

automotive manufacturing operations are $1 billion.

Table 3: Total Contribution of Toyotads New Vehi
to the Private Sector Economy in the United States, 2010
New
. Vehicle
Economic Impact
Dealer
Related
Employment
Direct 79,658
Intermediate 33,383
Total (Direct + Intermediate) 113,041
Spin-Off 54,678
Total (Direct + Intermediate + Spin-off) 167,719
Multiplier: (Direct + Intermediate + Spin-off)/Direct 21
Compensation ($ Billions Nominal) 8.558
Less: Transfer Payments & Social Insurance Contributions -1.701
Less: Personal Income Taxes -1.000
Equals Private Disposable Personal Income ($ Billions Nominal) 5.857
Contribution as % of Total Private Economy
Employment 0.10
Compensation 0.09
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Intermediate and Spin-o f f
Operations in the U.S., 2010

Empl oyment Contributiormelabel Toyot ao:

Table 4 provides a detailed look at the nearly 150,000 intermediate and spin-off jobs supported
by
supported by dealership operations. These jobs, totaling nearly 240,000 jobs do not include

Toyot abs -relaed ogeratiorts and eearly 90,000 intermediate and spin-off jobs

direct employment at Toyota or the dealerships. These jobs are spread across numerous

manufacturing and non-manufacturing industries. The intermediate categories of jobs are the

suppliers of goods and s e perationeand td Toyofd deglers. aAss pr odu
stated earlier in this report, spin-off jobs are expenditure-induced jobs, created as a result of
spending by the people employed in the direct and intermediate categories. These jobs are
created or supported when employees use their paychecks to purchase a wide range of goods
and services, including electronics equipment, clothing, food, and health care.
Table 4: Intermediate and Spin-of f Empl oyment Contribution of Toy
Dealerships in the U.S., 2010
Operations Dealerships
Types of Jobs (Sub-category job titles are indented and listed below
the main job category) Sub- Sub-
category category
Forestry, Fishing, Related Activities, and Other 306 268
Mining 626 382
Utilities 377 314
Construction 5,766 6,198
Manufacturing 30,862 5,592
Nonmetallic mineral product manufacturing 1,150 332
Fabricated metal product manufacturing 2,973 909
Machinery manufacturing 1,220 211
Computer and electronic product manufacturing 589 150
Electrical equipment and appliance manufacturing 468 139
Motor vehicles parts manufacturing 18,501 439
Furniture and related product manufacturing 428 350
Miscellaneous manufacturing 236 204
Food & Beverage manufacturing 521 485
Textile mills, textile products, apparel 926 132
Paper mfg., Printing and related support activities 846 821
Chemical, petroleum product manufacturing 1,089 503
Plastics and rubber product manufacturing 1,915 917
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Continued from previous page

Operations Dealerships
Types of Jobs (Sub-category job titles are indented and listed below
the main job category)
Sub- Sub-
category category
Wholesale Trade 8,115 2,833
Retail Trade 10,852 8,733
Transportation and Warehousing 7,026 3,766
Truck transportation 3,177 1,887
Warehousing and storage 2,465 892
All other modes of transportation 1,384 987
Information 2,585 2,200
Finance and Insurance 9,702 6,271
Business operations 4,406 2,986
Insurance and all other financial services 5,296 3,285
Real Estate and Rental and Leasing 5,264 4,292
Professional and Technical Services 13,126 8,811
Advertising, marketing, promotions, media, communications 2,632 2,909
Engineering and engineering technician services 4,512 944
Scientists, except medical fields 1,274 352
Legal services 1,653 806
Computer and IT services 2,938 3,498
All other professional and technical services 117 302
Management of Companies and Enterprises 2,212 1,225
Administrative and Waste Services 10,926 8,944
Educational Services 2,688 1,180
Health Care and Social Assistance 11,762 8,367
Arts, Entertainment, and Recreation 2,674 1,884
Accommodation and Food Services 6,694 4,153
Other Services, including Public Administration 17,492 12,648
Protection services (police, fire, etc.) 1,905 1,623
Repair and maintenance services - building and vehicle 12,990 8,563
Government services (except protection services) 1,748 1,975
All other services 849 487
TOTAL 149,055 88,061
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Summary

The table below sums the combined effects from all motor vehicle manufacturing and retalil
operations. Summing the direct employment from all operations (108,400), intermediate
employment (88,793) and spin-off employment (148,323) Toyota operations directly provide or
support 345,516 jobs in the U.S. economy. There are employees at SIA who produce the
Toyota Camry. There are two distribution companies who handle the distribution for about one-
thrid of all Toyota vehicles sold in the U.S. A discussion of the SIA employment contribution
and distribution employment contribution begins on page 34. Including these employees and
their economic impacts, Toyota operations support 365,173 jobs in the U.S. economy.
Comparing total employment to direct employment produces an overall employment multiplier of

3.2. This means that there are 2.2 additional jobs in the U.S. economy for every one job related

to Toyota.

Table 5: Tot al Contri buti on orelated@anddNevavelsicleManuf act u
Dealership Operations to the Private Sector Economy in the United States, 2010
Economic Impact Manufacturing- New Sub- Toyota- Total

P Related Vehicle Total | dedicated
Employment
Direct 28,742 79,658 | 108,400 5,678 | 114,078
Intermediate 55,410 33,383 88,793 4,621 | 93,414
Total (Direct + Intermediate) 84,152 113,041 197,193 10,299 | 207,492
Spin-Off 93,645 54,678 | 148,323 9,358 | 157,681
Total (Direct + Intermediate + Spin-off) 177,797 167,719 345,516 19,657 | 365,173
Multiplier: (Direct+Intermediate+Spin-off)/Direct 6.2 2.1 3.2 35 3.2
Compensation ($ Billions Nominal) 11.646 8.558 20.204 1.187 21.391
Less: Trnsfr Pymts & Social Insur. Contributions -2.168 -1.701 -3.869 -0.276 -4.145
Less: Personal Income Taxes -1.28 -1 -2.28 -0.137 -2.417
Equgal_s Private _Dlsposable Personal Income 8.198 5.857 14.055 0.774 | 14.829
(% Billions Nominal)
Contribution as % of Total Private Economy
Employment 0.1 0.1 0.2 0.2
Compensation 0.08 0.09 0.17 0.2
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Table 6: Total Toyota Manufacturer- and Dealer-related Employment in the U.S. by State and Nationally, 2010

. Rest of
Economic
Impact U.S. Ml TN OH CA MO NC GA TX AL AR MD WV IN KY IL MS U.S.
Manufacture]
r-related

Direct
Employmer| 28,742 900 229 170| 5,800 698 48 70 2,071 771 277 657 | 1,090| 4,153| 8,263 257 65 3,223

Intermediat| 55,410| 3,646| 1,326| 3,112| 2,107 1,464| 772| 1,100 4,602 1,381 354 469 807 | 8,867 10,696 2,256 232 12,219
Spinroff 93,645 5,308 3,843| 6,414| 6,716]| 2,344 | 2,055( 2,727 5937 2,442| 807 1,341] 1,487 10,722| 12,001| 5,037 1,012 23,452

Subtota| 177,797| 9,854| 5,398| 9,696| 14,623| 4,506 | 2,875| 3,897 | 12,610| 4,594| 1,438]| 2,467 | 3,384 | 23,742| 30,960| 7,550]| 1,309 38,894
SIA and 19,641 591 291 697 201 176 212 | 2,757 3571 636 70 108 55| 4,610 886 934 72 3,801
Distributors

Subtota| 197,438 | 10,445 | 5,689 | 10,393 | 14824 | 4682 | 3,087 | 6,654 | 16,181 | 5230| 1508 2,575 | 3439 | 28,352 | 31846 | 8,484 | 1,381 42,695

New Vehiclg
Dealers

Direct
Employmer| 79,658| 1,077 1,693| 2,257| 12,258| 1,228 2,199| 2,505 6,629 | 1,179 603 | 2,364 679 | 2,916 895 2,873 708 37,595

Intermediat| 33,384 600 561 947 5,825| 483 790 1,005 3,001 361 184 | 623 106 697 265( 1,323 160 16,453
Spiroff 54,679 1,232 1,269| 1,905| 8,480] 1,106| 1,722 1,887 5,315 861 500 1,369| 354 | 1,362 716 2,359| 455 23,788

Total
Employment

365,159 | 13,354 ( 9,212 | 15502 | 41387 | 7,499 | 7798 | 12,051 | 31,126 | 7,631 2,795 ( 6,931 | 4,578 | 33327 | 33,722 | 15,039 | 2,704 | 120,531

NOTE: Numbers may not add up due to rounding.
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