
n today’s competitive automotive
market it is imperative that the
OEMs and the supply base are

able to react quickly to external and
internal changes if they are to remain
profitable and viable. To accomplish
this a company must have, at a
minimum, a strong management team
along with the proper infrastructure
and processes in place to allow for
this flexibility without negatively
impacting profitability. This includes
the ability to manage supply base
problems.

At the OEM level, executives have
long realized the importance of
identifying and managing their
supply base problems in an effort to
protect production and profitability.
They have, to varying degrees, teams
dedicated to the task. However, until
recently, the process has often been
reactive rather than proactive;
designed to put out the fire rather
than instituting safety measures to
avoid the fire. With the changing
economy, continued pricing
pressures, turnkey awards and the
increased number of troubled
suppliers, the OEMs are now
focusing more attention on early
detection and prevention of troubled
supplier matters. What does that
mean to the major Tier One suppliers
and the other members of the supply
base? One thing it doesn’t mean is
increased prices! The OEMs continue
to expect their suppliers to provide
quality products on a competitive
basis. That means that everyone must
ensure that his or her company is
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I
s we start the new year we are still grappling with questions
surrounding the September 11 attacks. What kind of lasting
impact will these events have on our economy?  How long
will the downturn last? How severe will it be?  How can we

survive it?  I have been asked these questions many times in the past
few weeks, by reporters, by customers, and by friends. There are no
simple answers, but facing these questions will help us be better

prepared to survive.

The events of September 11 and the war on
terrorism that has followed have had a dramatic
effect on consumer spending and consumer
confidence and, even when they rebound, they
may never be the same. We are a changed nation,
and our spending habits are part of that change.
Businesses that survive will be those flexible
enough to react to that change. Flexibility is the
key.  

No one knows how long the economic downturn will last. Here in
Detroit, the downturn had begun long before September 11. The auto
industry has been in a downturn for the past ten months. The good news
is that many companies today are much better prepared to handle slow
economic times than they were 10-15 years ago. Most companies
learned these lessons from the recession of the early ’90s. What are
these lessons learned? How do you survive the downturn?

As I mentioned above, flexibility is
important. Do you have the management
team and the systems in place that will allow
you to react quickly to changes in the
marketplace?  Cash conservation and
management of budget are critical. Manage
your inventory – as customer orders are
reduced make sure you are not buying more
raw materials than you can use. That leads to
the final step in survival – communication.

Communicate with your customers (get release numbers as soon as
possible), your suppliers (make sure they are financially viable), and
your employees. And finally, if you think your company is in trouble,
don’t be afraid to ask for help.  

A

Letter from the Chairman

B. N. Bahadur
Chairman & CEO, BBK, Ltd.
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B. N. Bahadur

Four Rules for 
Troubled Times:

– Be Flexible
– Manage Cash
– Manage Inventory
– Communicate
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by Patrick Anderson, Principal

he Internet and related improvements in information systems
have helped many industries to decrease costs. From e-tailors
such as Borders.com, to the automotive e-business exchange

Covisint, the growth of online business has left us increasingly
dependent on reliable, high-speed Internet
access. The automobile industry has led
much of this revolution, and the Big Three
continue to squeeze costs from their supply
chains by adopting more efficient
procurement and logistical methods. As
businesses have become more dependent on
this high-speed access, governments have
become acutely aware of the Internet as an
untapped revenue source. This has led to the
introduction of new legislation at the state
and federal level that will affect your costs of
doing business. 

One such initiative currently being considered by lawmakers in
Michigan would tax telephone lines to fund programs aimed at
expanding high-speed web access throughout the state. “Link
Michigan” proposes to create a new state tax on telecommunications,
and use part of the proceeds to fund state grants and loans to providers
of broadband service in new areas. BBK has been commissioned to
evaluate the effects of the proposed legislation on employers,
consumers, and telecommunication providers. Our analysis shows that
the effects of the proposed law would vary greatly by provider and
area. Using a sophisticated geographic model of the
telecommunication industry, we have identified certain sectors of the
state that will absorb substantial cost increases, while others may
actually receive a subsidy. We’ve also identified large areas of the
state that already have multiple broadband services available to
businesses.

Supporters, including the Michigan Economic Development
Corporation, hope such a program would increase high-speed access
throughout the state, attracting new high-tech businesses and
employees. Opponents, including the Michigan Chamber of
Commerce, say just the opposite will likely occur, as the legislation
increases broadband costs, discouraging businesses that rely on
broadband access from locating in Michigan. 

Regardless of the outcome of this proposed legislation, the benefits of
using electronic exchange of information will pull more firms into the
use of broadband, as well as attract governments interested in new
sources of revenue. Business executives will need to pay close
attention to the costs of such services, including any new taxes or fees,
and make strategic decisions accordingly.

Patrick Anderson
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FIRST QUARTER 2002

11  
North American International Auto
Show - Detroit

22
Association for Corporate Growth
Awards Dinner - Chicago

24
Grand Opening of BBK’s new
Chicago Office

31
American Bankruptcy Institute:
Rocky Mountain Bankruptcy
Conference - Denver

7
Chicago Auto Show -  McCormick
Place

7
Beard Group: 3rd Annual Healthcare
Transactions Conference - 
Chicago

14
16th Annual Michigan Minority
Business Development Council: 
Buyer /Supplier Lunch - Detroit 

20
Turnaround Management
Association: Spring Leadership
Conference - Arizona

25
National Association for Business
Economics: Washington
Economic Policy Conference -
Washington, D.C.

JANUARY

FEBRUARY

MARCH



he single most important
aspect of resurrecting a
struggling company is

establishing trust from the
outset and maintaining it
through the entire process.

No strategy, no matter how
brilliant, can work in the
absence of trust among all the
parties involved.

1. Provide leadership
Your first step is to tell all the parties who is going to
lead. Everyone wants to know who’s leading the effort.
It can’t be divided leadership. It can’t be a committee.
It has to be one person. No chance for buck-passing.
Leadership is what Lee Iacocca brought to Chrysler in
the early eighties. The most famous comeback since
Lazarus began with one man saying “I’m in charge.”
He didn’t come with solutions. He couldn’t do anything
by himself. But the unions, bankers, dealers,
management, Wall Street and the government all knew
who was in charge.

2. Identify the root cause
You must be brutally honest about identifying the root
cause of the company’s problem. It’s not enough to say
the company has too much debt. That’s merely a
symptom. The real problem is something else – an
overly ambitious acquisition program ... building more
than the market can bear ... spending too much on
product development. The root cause almost always
stems from a poor decision, and that’s why it’s hard to
admit.

3. Develop and implement a turnaround plan 
By the time you are in a turnaround situation, you can’t
afford to waste any more time. Stakeholders have
already heard enough excuses. Everyone is losing
patience. You need to put together a plan and act on it.
You can amend it later if need be.

4. Establish deadlines
Put together a timeline with milestones – show your
stakeholders that you have clear actions planned and a
firm commitment to accomplish them.

5. Develop additional initiatives as you proceed
Admit that your solution is a work-in-progress and that
you’ll be adding specifics as you understand the situation
better. Plug them into your timeline as they develop.

6. Make your strategy appropriate to the situation
Four variables determine the kind of strategy necessary:
1. Is there a core business that remains viable?  
2. Are there new sources of financing? 
3. What is the competency of existing management?  
4. How committed are the key stakeholders? 
Show your stakeholders how you’re going to stay in
business during alterations.

7. Restructure operations before you attempt
financial restructuring
It’s not fair to ask your creditors to help you until you’ve
shown them what you intend to do to help yourself.

8. Give your stakeholders regular and frequent
status reports.
All these factors boil down to effective communication.
Keep everybody in the loop and you’ve gone a long
way to gaining and keeping their trust.

Team Member Spotlight
BBK Principal Randall Patterson receives Outstanding Contribution Award

Randall Wright Patterson has received the Turnaround Management Association’s 2001

Outstanding Contribution Award for his achievements and service to the turnaround

industry. The international award was presented at the TMA’s annual conference in

Palm Beach, Florida on October 14, 2001.

Patterson, a Principal of BBK, manages the Chicago office. He has more than 22 years’
experience in the turnaround industry in both consulting and interim management roles. 

Patterson received the Turnaround Management Association’s Turnaround of the Year
Award in 1998 and the Chicago/Midwest Chapter’s Outstanding Service Award in 2000.
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A New Model for Restoring Trust
by Peter Pappas, Principal

Peter Pappas

Randall Patterson
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BBK, Ltd. 
is an experienced
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performance and
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We know what to
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to your best
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focused on continued cost validation
and being prepared to react quickly to
change. 

Today, OEMs are developing improved
methods of identifying potential
troubled suppliers earlier in the process.
The sooner a problem is discovered and
a plan is developed and implemented,
the less costly it will be to the OEM. No
company wants to be held hostage by a troubled supplier.
The key to early detection is the development of a defined
process that ensures all early warning signals are gathered
and centralized. At that point, the information must be
evaluated to determine if a potential troubled supplier
condition exists and if so, what actions are required. BBK
has developed a statistical model to help companies
determine if a supplier is headed for trouble; this model
will be described in greater detail in the next issue of the
Quarterly Review.

The majority of the problems that we see involve
companies who were unwilling to admit they were headed
for trouble. The problems usually stem from a lack of
understanding of the company’s real cost structure. A
company must know its cost structure and how bids for
new work will impact its bottom line, not only today, but
in the future as well. Along the same lines, management
must be confident that it can take on the business and

launch it effectively. Losses incurred through poor product
launches will never be recovered and often lead to
instability. Therefore, there is no substitute for a strong
management team and a thorough understanding of your
cost structure. In today’s environment of supplier
optimization, there is no room for unstable suppliers. In the
past, you may have been able to survive; today your
customers will take the appropriate actions to minimize
their risk, which may mean going elsewhere. 

Now let’s focus on the large Tier Ones. Although they
don’t normally have the same issues that affect the rest of
the supply base, this environment does create unique
challenges for them. With the continued focus on turnkey
and system projects, the OEMs are looking to the large
Tier Ones to develop and implement proactive methods to
monitor their supply base in order to protect production
and maintain profitability. This is new to most Tier Ones
and if not actively managed will be very costly. BBK has
assisted a number of Tier Ones in developing appropriate
processes in this regard.

In summary, in our changing and competitive market, it is
imperative that all companies constantly monitor and
manage their cost structures. This requires a strong
management team that is focused not only on quality but
also on cost containment. Finally, management must be
quick to react to any warning signs of trouble.

Bill Diehl
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