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Steve Miller could reshape
— but his focus is on fixing Delphi

BY ERIC MORATH
amorath@mblzreview.com

ix monthy ago, Robert “Stove” Miller
S questioned & Delphi Corp. recruier

a8 to why Miller would want to leave
his Oregon home, grandchildren nnd beloved
moddel train collection o un the troubled
Troy-based auto supplier,

The answer that seat Miller, an suto indus-
ry veltran and tumaround expert, beck 1o
work: “Your country noeds you”

Since laking the Delphi helm in July and
guiding the company Oct. & into Chapter 11
bankrupicy protection, Miller kas been called
& number of things. His supporters hail him
a8 treilblazer and a leader. Lshor unions
— which he asked to accept severe wage and
job et — call him & rofue CEO and destrover
of the American middle class

Miller, 64, sees himsclf as a patriot

“1 retired from active duty & dazen yoars
ago, bui this is about the ninth or 10th time
I've come back to Tull-time wark” he told the

manufacturing

Inside
Buy Delphl to flx Delphl .. . . . 3
Executlves to watch in '06 . . . 12
Nominess. ., ............. .. 12

Chakland Business Beview in o December {n-
terview. “When there's o challenge that some-
ane puts forth, Tsomehow can't resisl”

That challenge: wrn around one of Oaklipg
County's lirgest companics, prove thal Michi-
gan unce again can be a productive and profit-
ahle hub for the world's automative infustey
and. potentielly, réshape the metrics of Ameri-
chn menefacturing in the process,

For mking on those tasks, Miller i3 Oakleng
Business Review's 2006 Execulive of the Year,

Watershed year

Det B may be looked at as the day chunge
hegen in the automative industry. While sev-

See MILLER, page 11
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were seen as "immovabie rocks
{hat would always be thers.”

Such an afude made the in-
dustry resistant to change and
Tahor and suppliers less likely to
help contain costs,

“Is no longer sbeolute,” Cole
gaded “Any one of the companies
in his industry could disappesr
writhont significant changes™

For ome, both Miller and Caole
gaid, Delphi’s current wige sirue-
fure can't be sustained, Miller
hig cabled Tor cotting Drelphiy
34,000 person howrly workfonee
by half or more and reducing the
houarly wage for most of the oth-
ers from whout $27 an hour to
K12.50.

In recent weeks, Miller has
pulled back from those specifie
demands in hopes of sparking
more (il 1ful negotiations with the
United Ao Waorkers and GM, 1o
which Delphi's wage strociure mnd
legney costs nro lied

Miller's appristment Lo suc
ceed LT, Battenberg 1N as Delphi
chvtrman gnd CEG demonsirated
how weute Delphi’s problems had
Lcpme alter an uecouning scan
ik led CFO Adan Dawes 1o resign
mnd Torced the company resiole
restlls Tromm 2000 e 2003, Many
industry observers expected an
inslder — such s President and
COO Rodeey O'Nesl — 10 1ake
the helm,

Instend, Miller hrought o long
histary of (wrnarounds el bank-
rapcy filings — and mixed resolis,
He helped o orchestrate the federal
government's batlout of Chrysler
Cep, in (e early T980s and served
A5 chiel execotive of Southheld-
baged Federal-Mogul Corp,, Beth-
lehem Stecl snd United Abr Lines
Lz, — all which were in bankrupley
while under his direction,

The assets of Bethlehem Steel,
onee the Mo, 2 U5, steelmaker,
wete #old to Internatienal Sieel
Group in Moy 2003, But Miller
wis forced to returm 10 lepd Fed-
erai-Mogul and Waste Manage-
menl Ine. when masagement
faltered following his initial
handover,

At Delphi, Miller has ssked
for renewred negetiations with the
UAW, andt he has pushed back
plans until Febraary to a5k a bank-
ruptey judge (0 break labor con-
tracts, He insists; however, that the
company will nol remain viable
under [s owrrent pay stmcture.

I we're poing o keep open

manuficturing will never be the
SRIME.
Some industry analysis say con-

fromting the disparity between the |
i

labor costs of American suppliers
and their globa! competitors is
long overdue

Union leaders arguc thal slash-
ing manofacturing jobs and asking
purvivors 10 take more than a 30
percent wage cut is akin to de-
stroying the middle class

Miller sees Delphi in the middle,
saying he is not asking workers to
pceept wages on par- with Mesican
or Chinese workers. Instead, he
said, his proposal puts Delphi's la
bor cost on par with s unionized
American compelilons

Yo i hluzing the Leail that had
oube. bliszed by someone,” said
Ken Dabp, a Pomington  Hills-
based manufsciuring consaliiant

The sou-of anOregon lawyer,
Miller chose a career in business
eather than, following his fwther
{nntsteps. — even,ofier gradusting
Harvard Jaw School beciss
buisbnoss wak “more fun

His fambly owneid & tmber and
liinber business in Ovegon

SMiller is dhosighlanendorthe
Delphi job, adioosaid; becausanl
g age and-p levelofpersonal 4
mneinl :.nl'-.!l}'_ Jiz diposn’t need the
jeakn 0 basibd his carer

“Oiber auio gxecs knoow resiruc
luring shauld. beodone-butothey
don'L have ihe conrage = or {(they)
feel taking snch sotiomwould min
Lheis careors," Daito said

That's wol i smy-Milles hasn't
matle missteps ur thist te process
will be painless; Dalto suid. F
example, just as Millor was asking
lornancisl-secrificas from: blug
coblar - workens, -he- won approval
fooim-Delphi’s Board 10 boost ex-
seutive bonnses.

/ There dv going 10 be massive
husdship, cand: the while-colla
wirker-will mesd v st in that,”
Daltesid

Bul oibers, suchas Cole; agreed
with- Miler's move. ‘Pelphi’s
bunkruptey fling made éxecutives
the:first 06 lose since their stock
wpliens, a key part of executive
compensation;  hecame  virtzally
worihless overnight

o/ Theimpactof Delphi's changes
— mtsweand-into:the fomme = will
SWEET-ACTnss the antymotive Ses-
tor apd manuiactanng in‘general

Delphicoald surits namber of

ro

See MILLER, page 12
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keystonies of the umion movement — are chael
among the UAW'e concerns with Delphi’s recrga-
nization plans. Such drastic sction would reselt in
the'destruction of the middle class, according 1o
UAW President Ron Gettelfinger

“If Miller's vision of America’s funure gains
wider acceplance by corporate and government
leaders, we're all in deep trouble because his

vision is an Amerca sharply divided between a

super-rich elite snd the working poor, with no

middle cluss a5 we know it today,” he wrote in

an article posted in December on the union's

websile.

Gettelfinger, who declined the Ouakland Business

Review's request for an interview, wiote thal the

UAW {5 willing to wark with Delphi bat proposals

so far huve been insulting and disgusting.

Miller said he realizes the wage reduction

il couse serious hardship” for frontline Del-

phi workers with morigage and car payments

and retirement plans buill around the existing

pay scale.

Still, he sald, the average buse wage for mimu-

fucturing labor in the United Stuates is $11.91 per

hour and “completive” wage and benefits range for

domestic autn suppliers is $17-522 per hour

Dilphi prys $53.83 an hour in wages and ben-
eflts. That number rises o $76.46 an hour whea
legaey costs, such as pensions and retires health
care, nre counted, Miller said,

*1*ve been to faciories, other than Delphi, that
pay these (lower) wages,” he said, “Thelr park-
ing lms are full - these people bay cars, have
houses — und to me that's a pleture of the middle
clugs.”

It's that kind of candor that has mede Miller's
Apetics appear harsh to crities. Bud it is o betier
method han pussyfooting when §l comes 0 solv-
ing Delphi's stractural problems, said Yan Conwaey,
a hinkruptey expert amd prrtner al Binmingham-
bused Conwiy MacKenzic & Dunleavy.

[ reqd Miller us 8 guy who puts his cards face up
on the table,” Conway said, “You may not like what
you sce, bt the bottom line in the company is losing
a bunch of money. ... Time is of the esscoce.”

Conway, who serves on boards of Farmington
Hills-baged Jervis B, Webb Co., Warren-based No-
ble International Lid and others, seid he doesn’t
seo & doamsday scenario — a labor strike or the
death of the compeny — unfolding under Miller's
leadership.

In the end, UAW and GM officisls realize, & pro-
longed strike horts their causes, Conway said. And
¢losing the doors of Delphi is imprssible:

“Yeu can't just liguidate a.525 hillion compa-
oy, he said. “You're telking ebout (formerly) the
world's largest auto suppliec”

In the end, Conway said, the business shoold
move forwerd, “and that will help reshape the
mirdset in Michigan "

The future

Delphi's future, in Miller's eyes, is as & mors di-
versified auto supplier - with & smaller domestic
manufacturing footprint — and an expending role in
medical devices and computer techinology,

Delphi factories will close as part of the bank-
ruptcy process, bt how many depends on & lebor
agrecment, Also, some factones won't be pari of
Delphi, but the workers their will continue their
jobs for another company.

The sale of Delphi's battery unil to Johnson
Controls Ine. is one example of how Delphi could
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Compatitor penafft costs gre estimated bazad an
reiative comparisons to Delphi's axlsting plans and
demographics and financial pollcies can nave &
subsiantial Impast on the competitor cost structium,
toth higher and fawer.

B Bate wage
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reduce headeount and exit o non-corg business
without workers losing their jobs,
Labor-intensive, lower-skilled work is likely 1o
head overseas, Millar said, but bulky, hurd-to-ship,
value-added products will continue to he made in
Americe. Miller pointed to an engine muanifold
made ot & Rochester, MY, factory that sits on o
table in his executive oftice in Troy.
“It's  sensitive part asd it needs to be monufic-
wred close 1o wn assgmbly plant, so therefore (t's
Hkely to be made in America - but it won'l ba made
for 875 an hour”
While uncertainly reigns throughout Delphl’s
domestic manufscturing  network, MUler  suid
Delphii's headquarters will remain in Troy, hecause
Detroit remuins the "nerve center of the automo-
tive world.” '
1t will be those technleal and englnearing wk-
ers that lead Delphi back to prominence, Miller
suld,
"4 you're making widgets, fust to make widgets,
you'te susceptible to belng knocked off by some-
ane who ¢an make cheaper widgets,” he sald.
“You heve 1o be a technleully capible supplier
and, therefore, you better make sure you protect
the brafns that go with thet”
Miller said he doesn't see a case for closing
up shop from 2 technicul standpoint, “so in the
sense that Delphi has much of those assets lo-
cated in Oakland County, that's a positive for
this area.” '
Milier talks with & sense of duty Lo right the
aiio industry's most troubled ship, But he shukes
off (e notion that he is reshuping an industry that
he joined ~ at Ford Motor Co. — ufter gradust-
ing from Stanford University's buslness school
in 1968, He earlier earned an evonomics degree
from Stanford
While many supphiers are saddled with high
lahor costs and lowscost competition, Miller said
Dielphi is unique in that [t competes with suppliers
but pays like an sutomaker, Stil}, he said, the Big
Theee sutomakars are watching Delphi carefully as
they head towsrd UAW negotiations in 2007,

“The issues arc simitar but 1 dor't think they’ll
have a carhon copy of what we did, nor do [ expect
any of them io go through & Chapter 11 process,”
he said.

As for himself, Miller said he will stay a1 Delphi
long cnough o stabilfze the company’s fnances

and operations.

“When that's dona, I'll go home to Oregon,” he

gatd, “and play with my model trins.”

W Eric Morath covers manufacturing for
Oaklang Business Raview




