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GENERAL MOTORS 

General Motors (GM) Company, is an 

American multinational corporation (MNC) 

headquartered in Detroit, Michigan, that 

designs, manufactures, markets and distributes 

vehicles and vehicle parts and sells financial 

services. In an age of increasing globalisation, 

the firm produces vehicles in 37 countries under 

thirteen brands; the most well-known are 

shown in Table 1. GM is involved in a number of 

joint-ventures in different countries including 

China, Russia, Pakistan, India, Egypt and South 

Africa. GM employs 212 000 people and does 

business in more than 120 countries. Its supply 

chain spans the globe with raw materials and 

components sourced from suppliers on every continent (excluding Antarctica). The company is divided into five 

business segments: GM North America, Opel Group, GM International Operations, GM South America, and GM 

Financial. This public, limited liability company has a market capitalisation of around $60 billion. 

 

 

 

 

 

 

 

 

 

The company was the market leader in total worldwide vehicle sales for 77 consecutive years, from 1931 to 2007, 

staying on top longer than any other auto manufacturing company. However, continued declining market share 

in its key US market and aggressive competition in large emerging markets such as China has seen both Toyota 

and Volkswagen surpass GM in total vehicle sales in recent times (see figures 1 and 2). The great recession of 

2007-2009 caused a large and prolonged slump in demand for vehicles, especially the high mark-up (profit 

margin), low fuel efficient SUVs GM relied on to maintain profitability. Large and continued negative cash flows 

caused a liquidity crisis and as a result, in 2009, GM went through a company reorganisation backed by a US 

government bailout in excess of $30 billion after a Chapter 11 filing for bankruptcy. Industry analysts have 

concluded that several key factors were responsible for GM’s relative decline in recent times, including:  

 A poorer response to globalisation than its competitors 

Table 1: Car brands 

She can still afford coffee? – GM’s SUVs have high profit margins 
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 Being relatively less able to respond to forces of change sweeping the automotive industry 

 A relative lack of innovation 

 The corporate culture of the firm 

 Brand damaging ethical issues 

 Strategic direction and implementation 

 

 

                   

 

 

       

 

 

 

 

 

GLOBALISATION 

General Motors has adapted to increasing globalisation, but perhaps, not so well as its key competitors Toyota 

and Volkswagen. Its organisational structure reflects the global operating environment as it is structured by key 

regions, including GM South America, Opel Group (Europe) and GM International. GM has forged strategic 

alliances outside of the US, the biggest of which is the PSA Peugeot Citroën Global Strategic Alliance which is 

built around two main pillars: the sharing of vehicle platforms and the creation of a global purchasing joint 

venture. The company also has joint ventures in key overseas markets, including 11 in China alone.  

GM has made big bets in what is now the largest car market in the world – China. The firm has large scale 

investments in its own Chinese manufacturing and R&D centres, in addition to exports, international marketing 

and localisation strategies in China. GM, Volkswagen and others entered the Chinese market with products 

decades ago and have been expanding capacity and sales channels ever since. In the key luxury car segment, 

GM’s Cadillac brand is performing poorly compared to BMW, Mercedes and Audi. GM’s range of SUVs remain 

popular and profitable within this market, although there is concern about increasing environmental regulation 

and restrictions on car ownership in China’s increasing polluted and congested cities, thus reducing potential 

demand. In fact, GM may have expanded too quickly in China as it production facilities there have a lot of 

excess capacity – forecasted sales have proved to be over optimistic as demand slows in line with a slowing 

Chinese economy. Thus, even though the company has the second largest market share in China, profit margins 

are low. 

GM seeks efficiencies and cost savings with offshore manufacturing and outsourcing production. The firm has 

complex and highly integrated supply chains which span the globe. Different components are sourced from 

Figure 1: GM's total global car sales Figure 2: GM's declining US market share 
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suppliers in different countries; for example: wheels (Belgium), seat belts (Mexico), batteries (China), sound 

systems (Germany). These suppliers need to rigorously inspected and evaluated to meet GM standards as is their 

ability to work within GM’s increasingly efficient just-in-time and lean manufacturing processes. However, some 

key functions such as Indian IT outsourcing did not meet expectations and is now again insourced. The 

management at GM has noted the positive public relations story attached to such re-shoring. 

In other international markets things are going from bad to worse. GM is exiting Russian operations and closing 

manufacturing plants as concerns mount about falling demand and increasing bureaucracy and state 

sanctioned corruption. Opel chief executive Karl-Thomas Neumann said: "We do not have the appropriate 

localisation level for important vehicles built in Russia and the market environment does not justify a major 

investment to further localise." GM has a paltry four percent share of the growing Indian market where 

demographic changes see large increases in the number of middle class consumers demanding cars. Overall, 

GM’s car brands are relatively lacking in awareness, development, loyalty and value in international markets. 

Further, globalisation has resulted in increasing competition in its key and most profitable market – the US. In what 

was once a highly protected industry, protectionist trade barriers have been steadily dismantled over time, and 

the signing of the TPPA trade agreement will remove all tariffs on imported cars by 2020 and has the potential to 

further erode GMs market share. Although its total US car sales have continued to increase year-on-year, GM’s 

US market share has declined steadily as the result of highly efficient German and Japanese car manufacturers 

that are market orientated and offer superior quality. GM is very reliant on SUVs and pickup trucks for US 

profitability, but performs poorly in the competitive small and medium range of cars contesting this key market. 

CHANGE 

The automobile industry has been subject to much change, change which GM been slow to respond to.  The 

company has traditionally relied heavily on its key US market where prior to the entry of the Japanese car 

manufacturers, GM could roll out a new product within each of its brands each year and reasonably expect the 

US consumer to continue to buy the firm’s cars. This was a business model that served the company well until the 

early 1980s when market orientated competitors produced cars that American consumers had begun to 

demand – better quality and smaller and more fuel efficient cars as petrol prices increased sharply during the oil 

shocks of the 1970s.  

Japanese manufactures such as Toyota and Honda were able to gain significant traction in the US market by 

offering a unique selling point that differentiated their products from that produced by American car companies 

– fuel efficiency and reliability. Fuel efficiency standards were being mandated by government and these were 

inexorably tightened over time. GM had the worst consumer satisfaction ratings in the industry, and its quality 

issues not only reduced sales revenues, manufacturing costs were higher than its competitors. Toyota pioneered 

JIT, lean manufacturing processes with quality assurance processes such as ‘Kanban’ and ‘Andon’ being 

embedded throughout the production process. Toyota had higher productivity rates and lower unit costs. GM 

continued to rely on just-in-case buffer stocks where components and parts stored on factory floors had greater 

chance of becoming damaged and quality control practices relied on final inspections of a sample of finished 

cars, resulting in inefficient and expensive reworking on finished products. Infamously, it was common practice 

on the GM production line at this time for factory workers who noticed a defect coming up the line to simply do 

their own specialised task before passing the defective car up to the next worker on the line who would do the 

same. Thus, a defective product which could have been fixed early on, had additional time and expense 

devoted to it on the production line, all work which would then have to be redone if the flaw was fortunate 

enough to be picked up in a final inspection and not by an unfortunate customer at a later time. GM’s 
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performance measures, as well as worker and management appraisals and bonuses were based on output 

targets, not quality metrics. 

Decades of overly generous union contracts put GM at an overwhelming cost disadvantage in its US factories. 

GM has higher labour costs than Toyota (see figure 3). For example, because of ‘legacy’ health care and 

pensions owed to retired workers, labour costs at GM were as high as $73 per hour, while GM’s Japanese 

competitors’ costs were roughly $48 per hour, resulting in higher average variable costs of about $1 600 per car 

in 2012. However, direct labour costs (including legacy costs) were only 10 percent of GM’s total costs, while 

purchased parts were 70 percent and there is a great deal of evidence that GM’s management of its supplier 

network was significantly less effective than its Japanese rivals’. 

 

 

 

 

 

 

 

 

 

 

 

 

Almost inevitably, GM’s declining market share and its relatively high unit production costs caused liquidity issues 

for the firm. Which, when compounded by excessive borrowing to finance overseas expansion, especially in 

China, and the onset of the great recession of 2007-2009, resulted in the firm’s cash flow crisis, Chapter 11 

bankruptcy and subsequent US government bailout. Under the terms of the reorganisation GM was split into two 

entities: a ‘good GM,’ which includes the core Chevrolet, Cadillac, GMC, and Buick brands and the facilities to 

support those divisions; and a ‘bad GM,’ comprised of redundant/unprofitable plants and the underperforming 

Hummer, Saturn, Saab, and Pontiac operations. The goal of the bankruptcy process was for the existing, 

overburdened automaker to turn over its best assets to a less indebted ‘New GM.’ GM emerged from court 

protection as a leaner, more agile company with fewer brands, dealers, and long-term obligations. Substantial 

sums were raised from asset sales and new, less costly, union contracts were negotiated. 

INNOVATION 

The car industry is highly innovative, and firms have been reliant on both adaptive and innovative creativity to 

provide a USP in a very competitive environment, especially with relative industry newcomers of the likes of Tesla 

Figure 3: GM's hourly labour costs in its US factories 
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and Google now jostling for position. One of GM’s biggest failings was its inability to strike a balance between 

those inside the company who pushed for innovation ahead of the curve, and the finance executives who 

worried more about return on investment. Time and time again over the last 30 years, GM has spent billions of 

dollars on innovative ideas like its Saturn small-car company in the 1980s and the EV1 electric vehicle in the 1990s, 

only to then deprive those projects of further financing because money was needed elsewhere or because they 

were not delivering enough profit. The failure is frustrating to those who remember the high value placed on 

innovation by legendary company leaders such as Alfred Sloan and Charles Wilson, who felt that GM could sell 

cars to the masses by demonstrating that it was out in front. Product and process innovation used to be part of 

the company’s DNA, but now it seems like the company is playing catch up. For example, GM’s research and 

development laboratories produced the ground-breaking technology used in the EV1 electric car, but it was not 

until 2010 that GM rolled out the hybrid Chevrolet Volt, followed by the all-electric Chevrolet Bolt in 2017. 

While acknowledging its innovation deficit, GM has surprisingly reduced its R&D expenditure, shedding staff and 

closing R&D laboratories, in favour of forming partnerships with key technological partners. According to GM’s 

Chief Technology Officer (CTO; who is also vice president of research and development, and president of GM 

Ventures, a $100 million venture capital fund),  GM is adapting to the changing realities of automotive innovation. 

The company believes many of the best ideas for cars of the future will not come from car companies at all, but 

rather from non-traditional auto suppliers, like Microsoft or Google, and from start-up enterprises that are on the 

leading edge of fields like advanced materials, telecommunications and green technology. The company will 

no longer rely solely on its in-house expertise, which is a big change from where they been in the past. 

The company’s focus is now in five areas of technology: clean energy (for advanced propulsion); vehicle 

connectivity (for infotainment); advanced materials (to improve fuel economy and safety); sensors, processors 

and memory (for development of autonomous cars), and manufacturing technology (to boost productivity and 

reduce costs). GM sees the first part of innovation as the development, invention, patent or some other form of 

intellectual property. The second piece of innovation is the commercialisation of that into products and services. 

“It’s only when you commercialise that intellectual property, that know-how, that you transform an invention into 

an innovation,” GM’s CTO said. “That’s why it’s important for us to be working with suppliers and partners, 

because the path to innovation for us has changed over time.” Probably the best recent example of this is GM’s 

strategic partnership with the ride-sharing company, Lyft. The two companies have teamed up to create a 

national network of self-driving cars. GM has invested $500 million in Lyft and has taken a seat on the ride-sharing 

start-up’s board of directors. It will also become a preferred provider of cars for short-term use to Lyft drivers. It is 

a natural partnership, the two say: Lyft knows all about getting people into cars they do not own, and GM has 

been working on autonomous technology for about a decade. What is key to this partnership is that it shows GM 

is serious about moving beyond the era of the personal, human-driven automobile.  

ETHICS 

General Motors publishes guidelines (Corporate Ethical Code) that include: 

 Integrity in the workplace – fair treatment and respect, equal employment opportunity, worker safety and 

conflicts of interest.  

 Integrity in the Marketplace – bribery and corruption, fair competition and insider trading. 

 Integrity towards the environment – environmental principles and dangerous goods in transportation. 

The first outside assessment of GM's environmental performance concludes that the automaker has made 

significant improvements since 1994 in reducing its factory emissions, publishing annual reports on its progress, 
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and engaging non-corporate stakeholders in its environmental performance, but that despite the improvement 

of individual vehicles, it has not improved the overall fuel economy of its fleet. 

GM’s corporate strategies may be guided and influenced by good ethical practices, however it has been 

unethical in pursuit of profit maximisation, market share and shareholder value objectives. Past ethical issues at 

GM include illegal spying on activists, strong-arm union tactics, cost-benefit analyses that concluded it was less 

expensive for the company to settle death and disability law suits than recall and fix dangerous car defects, and 

GM has lobbied against tighter environmental regulations governing fuel efficiencies. Most recently, GM knew 

about faulty ignition switches linked to 27 deaths and 25 serious injuries (with over a thousand injury claims still to 

be considered) for more than a decade. Yet it took a wrongful death suit to force release of internal documents 

disclosing this knowledge to finally initiate a vehicle recall in February 2014. In addition to the lives lost and people 

injured, the company has suffered a public relations nightmare that has not only cost it millions of dollars in 

potential fines and lawsuits, but also seriously tarnished its brand.  

GM has also had very good CSR intentions. In 2010, the company announced that Chevrolet, its largest brand, 

will invest $40 million in various carbon offsetting projects across America. At face value, it seemed to be an 

appropriate way to strengthen the company’s green image and increase GM customers’ awareness of the 

ecological, social and economic sustainability efforts the company is making.  

CULTURE 

Until very recently, GM epitomised a hierarchical and bureaucratic organisation with a power culture amongst 

management and supervisors, and a role culture on the factory floor. All of this caused a never-ending stream 

of issues, most recently including its failure to act on ignition switch issues. Information about the faulty ignition 

switches bounced around an "astonishing number of committees" inside GM. Meetings were filled with the ‘GM 

Nod,’ where participants appeared to nod in agreement that action should be taken, then did nothing. Others 

deployed the ‘GM Salute,’ crossing arms and pointing toward other employees to indicate that "responsibility 

belongs to someone else, not me." Corporate culture was to blame. Resulting from the economic recession of 

2000 and intense cost-cutting measures, GM became a practitioner of cost culture. GM was restructuring, 

shrinking and cutting costs for the survival of the company. It was then followed by years of an organisational 

culture that prized cost over quality, hesitating to pass on bad news and possibly condoned a cover-up. The 

problem was a corporate culture reluctant to pass on bad news.  When GM was struggling to cut costs and 

improve its corporate image, a recall of its popular small cars would have been a terrible shock. 

GM’s new CEO Mary Barra set out to change this culture. She started working for GM at the age of 18 and 

subsequently held a variety of engineering and administrative positions. In 2008 she became Vice President of 

Global Manufacturing Engineering. In 2009 she advanced to the position of Vice President of Global Human 

Resources, which she held until February 2011, when she was named Executive Vice President of Global Product 

Development. In December 2013, Barra was named to replace outgoing CEO Dan Akerson, and assumed the 

position of CEO in 2014. GM executives and outside analysts say Barra's approach is very different to that of 

Akerson. She relies on team-building and seeks consensus. She holds ‘hall meetings’ to solicit advice on project 

direction. She challenges engineers and designers to rethink their assumptions. Akerson's motto was "Often wrong, 

never in doubt." Barra's might be: "Let's all figure this out together." Mrs. Barra has fast-tracked major organisational 

changes at GM. GM’s organisational structure used to be tall, centralised and very hierarchical under previous 

CEOs of the company. She has restructured the company so that it much more delayered and much less 

bureaucratic. Shortened chains of command have increased the speed of communication throughout the 

company. Fewer managers have much wider spans of control and delegation and teamworking is encouraged. 
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Management and team leaders are appraised on how well team members are being trained and developed, 

as most workers within car assembly teams at GM are now expected to be able to perform most, if not all, jobs 

that are required to complete a unit of work. Independent consultants have reported that worker motivation is 

much increased even though performance and incentive bonuses have been de-emphasised in the company’s 

human resource management (HRM) strategies. Mrs. Barra now aims to implement further HRM changes that will 

ensure GM recruits and develops the best workers, and that these workers will have even greater control over 

how they undertake their jobs, have clearer feedback on how well they and their teams are performing, and 

have a clear sense of exactly why they come into work at GM each day. 

STRATEGY 

Mary Barra and her executive leadership team have outlined the company’s customer-focused strategic plan 

to become the most valued automotive company. “In the time that this leadership team has been together, we 

have spent a significant amount of time setting our goals for the future of GM and developing a specific action 

plan,” Barra said. “Our strategic plan is a pathway to earn customers for life and create significant shareholder 

value in the process. Every chance to connect with a customer is an opportunity to build a stronger relationship.” 

GM’s strategic plan includes several major initiatives that the company anticipates will help it achieve 10 percent 

net profit margins by early next decade.  

 The firm aims to lead in product and technology: In 2017, about 27 percent of GM’s global sales volume is 

expected to come from products new or refreshed within 18 months. That figure is expected to rise to 38 

percent in 2018 and 2019, and reach 47 percent in 2020. 

 During the same time frame, GM plans to execute the world’s largest automotive deployment of 4G LTE high-

speed mobile broadband, introduce vehicle-to-vehicle connectivity in the 2017 Cadillac CTS and launch a 

highly automated driving technology currently called Super Cruise, which allows for extended periods of 

hands-free driving on highways. GM has also developed an innovative Mixed Material Body Structure that 

uses GM-patented welding technology and a combination of steel and aluminium stampings, castings and 

extrusions to deliver designs that are lightweight, use 20 percent fewer parts, have class-leading torsional 

stiffness and exhibit superior noise and vibration characteristics. 

 Grow Cadillac: GM is establishing its flagship brand as a separate business unit headquartered in New York 

City to pursue growth opportunities in the luxury market with more focus and clarity. Cadillac expects to 

introduce four new vehicles in North America in 2016, including the recently announced CT6. In addition, 

Cadillac plans to introduce nine new models in the next five years in China, which is expected to become 

the world’s largest luxury car market later this decade. 

 Continue growing in China: GM’s joint ventures in China are planning to invest $14 billion from 2014 through 

2018 to open five new vehicle manufacturing plants and support sales of just under 5 million vehicles annually. 

In the same time frame, GM expects to launch 60 new or refreshed vehicles, including nine new SUVs. 

 Deliver core operating efficiencies: GM’s strategy to improve relationships with suppliers, derive more global 

volume from fewer vehicle architectures and lower enterprise costs for material and logistics is expected to 

deliver significantly better variable margins on upcoming high-volume product launches, including the 

Opel/Vauxhall Corsa and Astra in Europe, and the Chevrolet Cruze and Malibu in North America. By 2020, 

the company expects that about 99 percent of global production will be on core architectures. 

Mary Bara now needs to consider several more necessary strategic decisions to guide the firm forward beyond 

2020. Three options are currently being considered for GM: 
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 Option 1: Acquire a new automotive brand 

Comparatively, GM’s car brands do not perform well and each brand adds less value to the car company than 

its competitors’ do. For example, Interbrand ranks GM’s Chevrolet brand as being the world’s 82nd most valuable 

brand ($5.1 billion) and only the world’s 12th most valuable automotive brand. In the Milward Brown Brandz™ 

ranking, no GM brand features in its top 100 global brands. GM could initiate a takeover of Honda or Hyundai 

(4th and 7th most valuable automotive brands, respectively). In addition to issuing more corporate bonds and 

long-term bank finance, additional shareholder equity would also be sought to finance a takeover. Honda is 

currently valued at over $60 billion and Hyundai at over $30 billion. GM already has experience in Korean 

operations with its Kia brand, and also has Japanese experience through its previous stake in Subaru. The 

combined company would also contribute to increased scale and would once again position GM as the market 

leader in global car sales. 

 Option 2: Diversify by developing a ‘green’ energy business  

Using its considerable industry expertise in the fields of artificial intelligence, materials science, semiconductors 

and battery technology, GM could establish a standalone energy transmission and distribution business – based 

on smart technology and materials. Initially this company would supply power from only renewable energy 

sources (hydro, wind and solar) to households and industry, but it would also aim to acquire additional renewable 

energy firms, build its own solar power plants and install solar panels directly in homes and businesses. Thus, in the 

long term, GM would control an entire energy supply chain: generation – transmission – distribution. As advances 

in battery technology continue to accelerate, in the long-term, GM sees no future in petrol engines, even hybrid 

technology, for passenger cars and light trucks. It is envisioned that there would likely be considerable synergies 

between producing electric vehicles and owning the power grid. For example, having millions of electric vehicles 

plugged into a ‘smart’ electricity grid overnight would smooth lower electricity supply as solar generated power 

inevitably falls as the sun sets. 

 Option 3: Build three regional ‘gigafactories’ (China, North America and Europe) 

Having a core architecture means that one manufacturing facility could feasibly produce all models across all 

of GM’s brands. The next logical step in developing the core architectures for all GM car models is to look for 

further efficiency and productivity gains. In a competitive industry where returns are built on slim margins, 

economies of scale may hold the key to increasing GM’s competitive position and overall profitability. GM 

currently operates 130 manufacturing plants worldwide, many of which are less productive than the most modern 

plants. Under this plan, locations for three ‘gigafactories’ – factories capable of each producing over five million 

vehicles per year – would be established in China (also supplying the rest of Asia), North America (also supplying 

South America) and Europe (also supplying Africa and the Middle East). These new giant facilities would use the 

most advanced robotics and production and supply chain management software, hugely capital intensive and 

completely automated, eliminating the need for factory floor workers altogether. Average per unit cost savings 

are estimated to be within the range of 15-25 per cent, before the cost of capital is accounted for. Production 

would be increased step-wise, and all older manufacturing systematically closed and the assets sold. Shipping 

and transport costs are likely to fall further and barriers to free trade will continue to be dismantled. Each of these 

factors reduces the advantages of having localised production facilities. 

Which option was best? Mary Barra and her senior executive team were unsure … 
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APPENDIX 1: KPMG SURVEY OF INDUSTRY EXECUTIVES: NEAR FUTURE PRIORITIES 

 The auto executives’ agenda is dominated by traditional trends such as growth in emerging markets, optimising 

the internal combustion engine, standardised platforms and rationalised production. Newer, industry-changing 

developments such as self-driving cars, connectivity, urban vehicle design and mobility services are still 

considered as relatively less important.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

KPMG viewpoint: The survey results show that auto players are adapting to regulatory restrictions on CO2 

emissions, and are aware of the significant impact of cost pressures and portfolio shifts. However, in the face of 

growing environmental pressures, it is surprising that battery electric mobility and fuel cell electric mobility have 

significantly decreased in importance since the corresponding 2015 survey. The respondents may be 

underestimating the effect on their business models of changing mobility needs. A majority seem to underplay 

the importance of connected car technologies and automated driving, even though these developments are 

at an advanced stage and receiving plenty of industry and media attention. 
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APPENDIX 2: FORECAST GLOBAL VEHICLE SALES 

 

 

 

 

 

 

 

The pace of growth for global auto demand will slow to a 2.6 percent annual rate over the next seven years, and 

U.S. sales could hit their peak in 2017, according to a forecast released Tuesday by AlixPartners, a consulting firm 

that works extensively with global automakers. 

The U.S. market could hit a cyclical trough at about 15 million vehicles for the year in 2020 as interest rates rise 

and used vehicle prices fall, said Mark Wakefield, head of AlixPartners' automotive practice in the Americas 

region. The firm projects U.S. sales of 17.1 million cars and light trucks this year and 17.4 million in 2017. 

AlixPartners forecasts annual global vehicle sales will grow to 103.2 million vehicles in 2022 from 87.9 million 

projected for 2016. The annual rate of growth for the next seven years will be slower than the 3.1 percent pace 

from 2008 to 2015, when demand in many markets was recovering from the financial crisis. 

China’s auto market, the world's largest, will grow at a 5.2 percent rate through 2018, decelerating from a 16.6 

percent annual rate from 2007 to 2016, the consulting firm forecast. 

Low oil prices could keep sales in the U.S. above 17 million vehicles annually through 2018, AlixPartners forecast. 

Wakefield said low gasoline prices could cause problems for automakers, because consumers could wait nine 

to 13 years for fuel savings to repay the additional $3,500 a vehicle in added costs for technology required to 

meet tougher U.S. fuel economy targets. 

“You’re fighting the consumer now,” when the payback for technology goes beyond the six years that most 

consumers keep a new vehicle, Wakefield told Reuters. 

Wakefield said he doesn’t expect the U.S. government will back away from its target for automakers to offer 

vehicle fleets that average 54.5 miles per gallon in government testing. But automakers could get additional 

credits that could allow them to field fleets that emit more greenhouse gases, and burn more fuel, in everyday 

driving. 

Still, automakers are moving to increase the levels of electrification in cars – using hybrid power systems and 

technology that replaces mechanical and hydraulic brakes or power accessories with systems that operate 

electronically, Wakefield said. 

 

http://www.businessmanagementib.com/


IB Business Management: www.BusinessManagementIB.com 

 

   P a g e  12 | 16 

 

IB Business Management General Motors Case Study 

APPENDIX 3: IMPORTANCE OF VEHICLE FEATURES TO CONSUMER PURCHASE DECISIONS 

UNTIL 2020 (BOOZE & CO, 2015) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Purchasing choices not yet driven by innovative concepts and online services. Auto executives believe that 

consumers are still fixated on traditional product issues like fuel efficiency, safety and comfort. One factor that 

has leapt in importance is enhanced vehicle lifespan, which was ranked just eighth in 2013, but is now the second 

most important factor influencing the buying decision. Although both rank relatively low on consumers’ wish lists, 

there is still a preference for plug-in rather than vehicle-bound internet connectivity solutions. The use of 

alternative fuel technologies remains a lower priority, suggesting strongly that, like last year’s survey, the consumer 

purchase decision is driven more by the wallet than the conscience. 
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APPENDIX 4: ELECTRIC VEHICLE SALES BY 2025 (PWC MANUFACTURERS’ SURVEY, 2016) 

At least every tenth vehicle sold in 2025 to be electric, according to auto executives’ opinions 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Nearly half of all North American respondents expect the share of e-vehicles to be between 16 and 20 percent 

of overall new car registrations in 10 years’ time. This is a more optimistic view than Western European auto 

executives have, nearly half of whom believe that the share will be between 11 and 15 percent. Chinese 

automakers express similar sentiment. More than two-thirds of these respondents believe the share of e-vehicles 

in their home country will be between 11 and 15 percent by 2025. 

PWC insight: Electric technology has yet to deliver on its early promise, and consequently most companies have 

focused their efforts on improving internal combustion engine (ICE) efficiency. Nevertheless, the results show that 

the auto executives still feel that e-cars can thrive, although investors continue to face considerable uncertainty. 

The biggest drivers for e-mobility are likely to be regulations and tax incentives, rather than actual consumer 

demand, as governments in emerging as well as mature markets strive to create low carbon economies. 
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APPENDIX 5: THE NEAR FUTURE OF AUTONOMOUS DRIVING 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: McKinsey & Company (2016).  *OEM: Original Equipment Manufacturer (i.e., car manufacturer) 

A commercial market for self-driving cars seems no closer, even though initial pilots have produced positive 

results, with plenty of coverage in the mass media. Auto executives from Western Europe, North America and 

China are the most pessimistic, and feel it will take more than 20 years before these vehicles are commonly seen 

on our roads. In Japan and Korea, there is greater hope, with an expected time span of 11 to 20 years. 

McKinsey & Co summary: Self-driving cars are the final step of true connectivity, enabling car occupants to treat 

their vehicles as true extensions of their homes, offices or smartphones, freed from the responsibility of driving. The 

daily commute will offer customer relationship owners incredible opportunities to tap into additional revenue 

streams. This market will not succeed without overcoming critical legal and liability issues associated with driverless 

motoring. With potentially fierce competition from information, communication and technology (ICT) 

companies, traditional car manufacturers must ask themselves whether they are in-line to be the pace setters in 

this sector. 
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APPENDIX 6: ‘GIGAFACTORY’ KEY FINANCIAL INFORMATION 

 

Forecasted total net cash flows from the three GM ‘gigafactories’ 

Year: Net cash flows ($ 000 000)† 

Year 0 (100 000)* 

Year 1 (15 000) 

Year 2 (5 000) 

Year 3 25 000 

Year 4 30 000 

Year 5 30 000 

Year 6 35 000 

Year 7 35 000 

Year 8 25 000 

Year 9 20 000 

Year 10 20 000 

†Net cash flows include sales of assets and worker redundancy payments from closed manufacturing plants, and 

associated finance costs 

*Initial capital investment 
 

 

 

Financial information associated with GM’s different car manufacturing plants  

Single GM ‘gigafactory’ Single GM modern car plant 

Annual fixed costs* $25 000 000 000 Annual fixed costs $880 000 000 

Average variable costs† $15 500 Average variable cost $18 200 

Average price per vehicle∆ $21 000 Average price per vehicle $23 000 

Maximum production capacity  5 000 000 vehicles Maximum production capacity  86 000 vehicles 

*Includes overheads and finance costs, and fixed costs not apportioned by brand or model 
†Assumes current product mix. Increased proportions of electric and hybrid vehicles increases this figure 
∆Assumes current product mix. Increased proportions of SUV and/or luxury brand vehicles increases this figure; increased 

proportion of smaller vehicles decreases this figure 
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APPENDIX 7: GM’S SIMPLIFIED FINANCIAL INFORMATION 

 

Balance sheet for General Motors as at March 31st, 2016 

 2016 2015 

 $b $b $b $b 

Fixed assets     

Property, plant and equipment 18.45  19.20  

Less accumulated depreciation (4.09)  (3.28)  

Long-term investments and advances 15.00  12.45  

Intangible assets 47.28  43.66  

Other 1.31  1.50  

Net fixed assets  77.95  73.53 

     

Current assets     

Cash and short-term investments 31.48  27.86  

Accounts receivables 11.06  8.77  

Inventories 14.12  12.13  

Other 2.93  4.37  

Total current assets 59.59  53.13  

     

Current liabilities     

Short-term debt 4.48  1.62  

Accounts payable 36.33  21.50  

Miscellaneous current liabilities 27.78  23.32  

Total current liabilities 68.59  46.44  

     

Net current assets (working capital)  (9.00)  6.69 

NET ASSETS  68.95  80.22 

     

Long-term liabilities     

Long-term loans 31.77  45.2  

Corporate bonds and debentures 26.23  23.1  

Total long-term liabilities  58.00  68.30 

     

SHAREHOLDERS’ EQUITY     

Share capital 10.01  10.41  

Retained earnings 0.94  1.51  

  10.95  11.92 

CAPITAL EMPLOYED  68.95  80.22 

 

Information relevant to the profit and loss account of General Motors 

 2016 ($b) 2015 ($b) 

Revenue 155.93 132.25 

Interest 1.13 0.65 

Cost of goods sold 138.16 120.36 

Overheads 12.06 8.35 

NB. Dividends paid to shareholders = less retained earnings in balance sheet. Company tax calculated at 28% average 
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