Profit and Interest
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In Maryland state law protected homebuyers from high interest rates. How could rapidly changing conditions turn that law against them? For gears general motor got the most form investment by refurbishing assembly plants. Why, them, would they decide to spend 500 million dollars on a radically new plant? How could an idea developed by two college dropouts be worth 300 million dollars?  The Church at the beginning thought that charging money was sinful. The concept of usury and its immorality is even seen in the Bible; however, then it was the same Church that decreed it legal. Through the years the term usury became to mean excessive interest rate. Then, the idea of limiting interest rated was adopted by government policy. Richard Gill explains the limits on what the government can do to control the rate of return on investments in a market economy. “The demand for loan able funds to borrow will depend on the interest rate. The lower the interest rate, the greater people will be interested in borrowing money. On the supply side, people will look for the highest rate of return on their loans. If they cannot get it in a particular area, they will look for it in another” . General Motors for 50 years had established itself in Detroit; nevertheless, then they decided to move some place else. Why after all those productive years would GM decide to move its assembly line to another place? Well, they had the policy of getting the quickest possible return on any capital investment and they wanted new assembly plans to start to return profits in 5 years. Maryland Keller, Auto Industry Analyst, explained that this plan was effective as long as sales of larger American cars were strong. “General motor always had a higher return on investment than the others because they produced the largest cars and always dominated that segment of the car market”. The 1950’s and 1960’s were the boom years for America’s auto makers; however, General Motors still thought that as sales were strong they could be able to cover the inefficiency of their old plans in their assembly lines. Then in the 1970’s, oil shortages, more government regulations, and changing consumer preferences shifted the foundations in Detroit. Every fourth car in the USA was now foreign made. David Davis, Editor/Publisher of Automobile Monthly explained that as soon as new companies such as Toyota and Mercedes appeared and got richer, General Motors began to find itself in trouble. In 1980, General Motors reported an annual loss. Robert Stempel, Vice President of General Motors Corporation, stated that things like the energy crisis and the shortage of oil meant that their automobiles would have to get hundreds of pounds lighter, that they would have to improve their engines, and things that they had given away they would have to regain. For GM the switch to new plans involved tradeoffs. In 1981, GM made expansion programs which included the construction of new assembly plants. The Orion plant represented the first wave in that strategy. GM spend 5 hundred million dollars to build an assembly line when the interest rate was running at 14%. Inside this building, GM used many computers and robot technology; as a consequence, the production of cars became faster. Leslie Richards, Manager of the GM Orion Plant, explained that they build cars more accurately in the body shop than they ever build cars before; however, he thinks that it would be impossible to operate a plant of that side without the new technology that they now have.
