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AUTOMAKER ISN’T SQUEEZING
SUPPLIERS FOR SAVINGS LIKE
BEFORE, TOM WALSH FINDS

General Motors had lousy relations
with its suppliers dating to 1992

when the mercurial Jose Ignacio Lo-
pez became the company’s purchasing
czar and ripped up supplier contracts.
The bad blood flowed into the summer
of 2009 when purchasing boss Bo
Andersson resigned and GM filed for
bankruptcy.

In an annual industry survey of
auto company relations with suppli-
ers, GM ranked dead last every year
from 2002 to 2006 and ran neck-and-
neck with Chrysler for the bottom
rung the past three years. GM was a
bully, relentlessly strong-arming
parts-makers for lower prices — that
was the common refrain.

Bob Socia took command of this
swamp last July when he was named

GM vice president of
global purchasing and
supply chain. And un-
usual things started
happening.

Socia did a lot of lis-
tening to suppliers. He
brought GM’s engineer-
ing bosses into the con-
versations. Soon, he
started acting on what
he’d heard.

Suppliers had cash-flow problems.
Socia cooked up a plan to pay them
weekly instead of monthly.

Suppliers griped that GM asked for
ideas about how to cut costs, but then
kept almost all the savings for itself.
Socia changed the formula to share
savings on a 50-50 basis.

And now, Socia is including GM’s
scores on independent supplier sur-
veys as part of performance reviews
for his purchasing staff.

“There’s a lot of talk in the industry
about improving relations with suppli-
ers, but few companies make it a part
of employee goals and metrics,” says
John Henke, president of Planning
Perspectives of Birmingham, which
conducts the annual auto industry
supplier survey.

‘Aligned to do the right thing’
Henke’s 2010 survey is under way.

It may be too soon to tell whether
supplier attitudes toward GM are
changing markedly, but Henke says
Socia “is in a position where all the
stars are aligned to do the right
thing.” In other words, GM’s debt load
was eased greatly via bankruptcy and
it’s not under such desperate pressure
to squeeze suppliers for every penny.

Socia, a 35-year GM veteran whose
most-recent jobs were running units
in China and Europe, says he’s im-
pressed by how resilient the supply
base has been during the industry
shakeout of the past two years.

Asked about the health of GM sup-
pliers, he says, “I thought that was
going to be a lot worse than what it is.
That doesn’t mean we’re out of it. We
monitor closely. Last July, we were
focusing on 150 to 160 suppliers in
financially critical situations. Now
that number is under 100. It’s dis-
sipated a bit.”

A lingering concern is that as car
and truck sales rebound, suppliers
need more working capital. “There’s a
danger that their banks may say ‘No,
they don’t want further exposure to
the auto industry,’ ” Socia says. “We’ll
continue to watch that closely.”

Although some admit to being wary
after so many years of combat, suppli-
ers are encouraged by the GM ap-
proach under Socia, says Lee Manduz-
zi, a Robert Bosch executive and head
of GM’s supplier council.

“At first I thought, ‘What’s the
hook? How’s this going to cost me
money?’ ” Manduzzi says of Socia’s
outreach. “Last year wasn’t the great-
est for the supply base, either. We
don’t have a lot to give away.”

Today’s auto market is still no pic-
nic for GM or its suppliers, but at least
they’re not brawling so much over the
table scraps.
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GM supply chief
softens approach
to parts firms

GM VP
Bob
Socia

NEW CRUZE IN NEW YORK

Chevrolet

The 2011 Chevrolet Cruze RS is to debut at the New York
International Auto Show on Wednesday. The RS appear-
ance package is an option for the Cruze LT and LTZ trim
levels that bolsters the styling with unique fascias, rocker
moldings, rear spoiler and fog lamps. An upgraded in-
strument cluster is also part of the package.

Wall Street didn’t collapse into rub-
ble once President Barack Obama

signed the landmark bill to begin wide-
spread changes in health insurance.

Could that mean that somebody will
admit there’s money to be made in the
sweeping reforms we’ll see in the next
few years? You bet.

The Dow Jones Industrial Average
— which closed at 10,850.36 on Friday
— gives us a hint that the country’s
economic health may be moving into the
pink.

Standard & Poor’s Equity Research
issued a report last week that saw sev-
eral winners in the health care changes,
including drug distributors and phar-
macy benefit managers, and clinical
laboratories and related diagnostic test
manufacturers.

Christopher Ruth, chief investment
officer for Comerica Asset Management
in Detroit, said Wall Street traders may

be thankful the uncertainty regarding
health care legislation is over.

He also said many companies outside
the health care industry could benefit
from the legislation if health care costs
go down.

“If you can push down the health
care cost curve, by definition, you can
free up more financial resources for
other sectors of the economy,” Ruth
said.
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Wall Street feels better about
the new health care legislation

SUSAN TOMPOR LOOKS AT
POSSIBLE BENEFICIARIES OF
SWEEPING LAW

Is Chapter 11 coming next?

B
orders Group has been
quiet about its finances
as a deadline looms
Thursday to repay a
$42.5-million loan to its

largest shareholder.
The Ann Arbor-based

bookseller typically reports
its fourth-quarter results
around this time of year, but
has not announced when it
would release its critical year-
end income statement.

Two CEOs have left the
bookseller in the past 15
months as it has tried to re-
structure its operations. Bor-
ders has also had to contend
with the worst economy in de-
cadeswhile its businessmodel
is under attack by Internet re-
tailers—and a newway to de-
liver books digitally.

Borders officials declined
to comment.

The fourth quarter is prob-
ably the last thing Borders is
worried about, said Ken Dal-
to, a Farmington Hills-based
turnaround expert.

“One of the reasons they
are probably late on their fi-
nancials is because they are
feverishly trying to renegoti-
ate the loan,” Dalto said.

The $42.5-million loan due
to Pershing Square Capital
Management—made in 2008
at 9.8% interest—has already
been extended three times.
And despite assurances from
Pershing that a bankruptcy is
unlikely, concerns about a fil-
ing persist.

� COMPANY TRIES TO KEEP
POSITIVE OUTLOOK. 6B

Borders says little with loan
payment date approaching

By GRETA GUEST
FREE PRESS BUSINESS WRITER

RICK NEASE/Detroit Free Press

TheFreePresswill honor 16 individu-
als, community groups and businesses
in the first-ever Michigan Green Lead-
ers awards program at a breakfast on
Belle Isle on April 22 — Earth Day.

Ford Executive Chairman Bill Ford,
who is among the inaugural group of

Green Leaders, will be the keynote
speaker.

The awards breakfast is open to the
public, but seating is limited.

The event will be 7:30 a.m. April 22 at
the Detroit Yacht Club on Belle Isle, fea-
turing Ford, USA Today Publisher Da-

vid Hunke — and the 2010 Green Lead-
ers.

Tickets are $35 apiece or $240 for a
table of eight. To get more information
and to order tickets, visit www
.michigangreenleaders.com.
� A LIST OF THE GREEN LEADERS. 7B

Green Leaders breakfast tickets on sale
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