
he automotive supply industry has been consolidating for a
long time now, and that’s meant a number of leveraged
buyouts that have left companies with heavy debt loads to
service.

In this tense economic climate, our top priority must be to “Watch the
Cash.” This is not the time to look for new ways to spend unless it
generates short-term profits.  It’s not the time to build inventory or
capacity. 

Handling the higher debt load is going to be very difficult as the OEMs
press for more price cuts and look for every possible way to protect their
cash. 

I expect it to get harder, not easier, and that compounds the need to
conserve as much cash as possible.
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World Congress panel sees more
challenges ahead for auto suppliers
In order to turn around the automotive industry, companies must
focus on controlling costs and returning to their core competen-
cies. Additionally, OEMs and their suppliers must learn to
collaborate in creating innovative new products as well as longer-
term supply agreements. That’s the message supplier leaders
delivered at the 26th annual Automotive News World Congress,
held January 14-16 in Detroit.

BBK Chairman and CEO B.N. Bahadur, one of six industry
leaders on the supplier panel, said that although the current climate
is very tough, “suppliers are adapting much faster than I thought.”  

The group predicted further supply base consolidation, and several
panelists warned that the extreme cost pressures exerted by the
OEMs can affect product quality. Panelists concurred that the
shared savings programs at GM and Ford are a harbinger of further
collaborative efforts between OEMs and their suppliers.

Supplier panelists at the Automotive News World
Congress in Detroit included, left to right, Susan
Skerker, senior vice president of business strategy,
Visteon Corp.; Guy Briggs, vice president and general
manager, GM North American Vehicle Manufacturing;
Dave Bing, chairman, Bing Group; Marty McQuade,
vice president - Americas, DuPont Herberts Automotive
Systems, and B.N. Bahadur, chairman and CEO, BBK.

William Jordan

ooking back on the history of
the long-term care and seniors

housing industry gives us insight
into the successful business model
of the future.

Developers and operators have
learned the hard way that they can
no longer take a transactional view
of business growth. Medicaid and
Medicare, which have been the
major influence on this industry,
have not provided incentives for
developing efficient and cost-
effective programs. 

These government programs were
designed to provide merely cost-

L

DRAFT 2/25/02



QUARTERLY REVIEWQUARTERLY REVIEW

B
U

SI
N

ES
S

BU
IL

D
IN

GK
N

O
W

LE
D

G
E

To:

300 Galleria Officentre • Suite 103 • Southfield, MI • 48034

Presorted
Standard Mail
U.S. Postage 

PAID
Royal Oak, MI
Permit No. 964

based reimbursement. Without a strategy to direct
growth and development, there has been little incentive
to demonstrate efficiencies or otherwise encourage
investment of capital.

Today distressed providers are faced with reductions in
reimbursements, rising resident acuity levels, labor
challenges and escalating costs of care. Moreover, the
average age of nursing facilities is increasing as is
demand for nursing care, but without adequate capital
reimbursement to sustain, acquire or otherwise develop
properties.

What is emerging today is a new business model
promoting the era of the operator. The new model
focuses on two components: quality care for patients and
recognition for employees. 

A broader and more comprehensive government
healthcare payer program must be developed to parallel
the evolving integration of healthcare delivery in the
long-term care setting. Such a program must be designed
to encourage cost-effective and efficient operations

while promoting optimum levels
of resident care and independence
through economic incentive.
Advances in information
technology will also be vitally
important to the industry, and the
integration of financial and
clinical data will allow the
development of best management
practices. 

The prevailing trends in capital
formation in this industry, while
substantially slowed, will remain
alert and receptive to qualified
investment opportunities.

The new model, however, will demand and recognize
competency in management. This includes a heightened
sensitivity to the localized nature of this business, and a
keen awareness that corporate management is no
substitute for on-site talent.

Excerpted from an article in McKnight’s Long-Term Care
News, Jan. 11, 2001

Joe McCarron

Joe McCarron has
more than 20 years of
extensive executive
experience in capital
formation and operations
management with a
particular emphasis
on healthcare. 
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UPCOMING

CALENDAR OF

EVENTS

2ND QUARTER 2002

4  
RMA Healthcare Conference 2001-
TBD

15
Commercial Law League of
America Annual Midwest
Conference - Chicago

21
American Bankruptcy Institute
Annual Spring Meeting -
Washington, D.C.

23
National Minority Supplier
Development Council Conference
Dinner - New York

24
Michigan Minority Business
Development Council 21st Annual
Procurement Conference - TBD

May 30 - June 2
Detroit Regional Chamber
Leadership Policy Conference -
Mackinac Island

9
American Bankruptcy Institute’s
Central States Bankruptcy
Conference - Traverse City, MI

10
Michigan Minority Business
Development Council 18th Annual
Golf Tournament - TBD

APRIL

MAY

JUNE

iting several economic indicators, Carl Tannenbaum told his
Chicago audience recently the economy is getting back to business

as usual, and the recession may be over.  

Tannenbaum, senior vice
president of ABN AMRO North
America and chief economist for
LaSalle Bank, was one of three
panelists who helped BBK open
its new office on Madison Street
in Chicago on January 24th.  

Other panelists included Dr. Van
Bussmann, senior vice president,
J.D. Power & Associates, and
Douglas Lichtman, assistant
professor of law, University of
Chicago Law School.  

Moderating the panel was news anchor Bill Moller of CLTV News and
host of the program, “Your Money.”

Tannenbaum pointed in particular to home sales and new home starts,
which are holding their own, as a significant indication of continuing
consumer confidence in spite of rising unemployment levels (currently
approaching six percent nationally.) Home equity remains a significant
source of wealth. According to Tannenbaum, low interest rates will
continue to “work their magic.” Barring any further terrorist activity,
many analysts foresee a strong recovery by the second half of 2002.

Van Bussmann of J.D. Power & Associates also sounded cautiously
optimistic, citing growth in consumer lending, and no spikes in past-due
installment payments. He noted that the net worth of U.S. households is
steady and remains above 1998 levels. Bussmann did note that in terms
of the auto industry, the “Big Three” are likely to continue to lose
North American market share. The Big Three’s share of the North
American total vehicle market has fallen from 70 per cent to 63 percent
since 1998.

BBK’s new Chicago location is at 200 West Madison Street, Suite 510,
in the Loop. 

Financial experts forecast brighter future
at BBK Chicago Office opening 

C

B.N. Bahadur greets guests at the
downtown Chicago office opening
January 24th. 
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is an experienced

leader in
performance

improvement, 
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revitalization and

crisis management.

We have the
knowledge and
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to spot trouble
before it affects
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performance and
reputation, or to

assist in minimizing
the damage if

trouble has already
arrived.

We know what to
look for. Our

knowledge is based
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is rapidly leveraged

to your best
outcome.
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minority forging company – we’ll
call it the B Company – actually got

into trouble twice before it got its financial
house in order.  The first time it got into
trouble because the owner determined that,
in order to get to the next level, the
company would have to grow and add
capacity.  However, potential equity
investors were not interested because the
profit margins were too thin.  One has to
ask the question ...  were products properly
priced? The prospective investors had
concluded that the owner had a great book
of business, he had great clients, but he had
been unable to deliver on profitability.  

So the company decided to add capacity by
buying a small forge nearby, a Japanese-owned
company with Japanese clients.  It was located on a
large piece of land suitable for expansion.  This
purchase added more debt to the books.  Unfortunately,
the Japanese clients dissipated when the ownership
changed.  The business base could no longer cover fixed
costs.  The company was now overburdened with debt
and within one year had hit the wall: no cash
availability.  

BBK worked initially with B Company but then
represented his automotive customers.  The saving
factor for this company was that it offered a very high-
quality product that couldn’t easily be found somewhere
else. While not the sole source, it was the only one with
readily available capacity. Rule #1: If you’ve got a
troubled company and that company has a key core
competency that can’t be obtained somewhere else,
you’re going to have the best opportunity for
overcoming hardship. So the group (the bank, the trade
creditors, the company and the customers) developed a
workout plan: sell off the new facility, liquidate the
debt; sell off a machining subsidiary and retain two
other subsidiaries. This was all done out of court. By the
end of the year the business was back on its feet.

But eight months later we got another call – B
Company was in trouble again.  During the
previous year when money was tight the owner
had neglected to refurbish his presses. Now he
was having mechanical problems and couldn’t
maintain proper uptime: he was barely at 57
percent. Overtime was eating up his margins.
And he was forced to double and triple spend on
refurbishing that should have been done right
the first time.

Trade creditors were no longer willing to extend
any credit terms and the bank was already fully
extended.  The only people who could help were
his customers. So they got back together and
developed an accommo-dations agreement that
provided for cash – but this time the group was

fairly active in helping him manage his situation.
Working for the customer group, BBK put an
experienced maintenance manager in place. He was on
site at B Company for four months, during which time
he built up the preventative maintenance program and
worked with vendors to ensure they stood behind their
work.   

We ultimately got B Company back on sound footing.
Some of the help came as advances on tooling money;
some of it was in the form of loans from customers,
some of it was from the release of hold-backs on the
purchase price of the machining subsidiary sold off in
the first go-round.  Uptime has climbed to 80 percent.
They’re now going after new business.  So far it looks
like it’s going to succeed.  But it was a tough road.  

This owner made some basic financial mistakes, but
because he had an important product, good quality and
delivery statistics and a good relationship with his
customers they were willing to pull him back from the
brink. Very important too was the fact that he was as
honest as the day is long.  His customers wanted to
support him and had faith that doing so would benefit
everyone in the end.

Alicia Masse

Alicia Masse has ---
years of experience
in financial services
in the manufacturing
and automotive
industries. 

by Alicia Masse, BBK Principal
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