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The tentative deal among Delphi, GM and the UAW to offer buyouts and early retirements is a big step 

in the right direction for all three parties, experts say.  

 

"It's a giant step, is what it is. It absolutely is a necessary first step," said Jim McTevia, principal McTevia 

& Associates, a financial and management consulting firm in Bingham Farms.  

 

"There's no way the court is not going to back this agreement because this is exactly what the court 

wants. Now there's much less chance of a strike occurring (at Delphi)."  

 

The word Wednesday was that none of the three was completely satisfied with the deal, which generally 

indicates it was the best all-around deal for all three.  

 

Troy-based Delphi, which is in Chapter 11 bankruptcy, has said it needs to slash labor costs, and its CEO 

Steve Miller had infuriated the unions with harsh talk and proposed cuts of up to 60 percent of their 

pay.  

 

This agreement will go a long way toward getting other cost-reduction plans in place, and the UAW has 

said it will ask the bankruptcy judge to approve the deal. Everyone in the state, it seemed, including and 

especially those at UAW, GM and Delphi, breathed a sigh of relief.  

 

"It's very (good, they're) on the road to settling. First (GM CEO Richard) Wagoner had to pursue 

structural change as fast as possible; second, he had to do negotiations and he's up to his neck," said Jim 

Sanfillipo, executive vice president and senior industry analyst at AMCI, an automotive marketing and 

consulting group in Bloomfi eld Hills.  

 

"You've got some fascinating partners - many stakeholders with little options - and had to make a 

settlement; this is a big deal, and with it, simultaneously, (Wagoner) has made changes structurally 

throughout GM," Sanfi llipo said.  

 



"Despite the Bush administration's continued indifference to the plight of our manufacturers, this 

agreement signals that Michigan's manufacturers and workers are committed to working together in 

new ways to protect workers, keep Delphi jobs here and avert a strike. This agreement reflects the 

determination on all sides to achieve success," said Gov. Jennifer Granholm in a statement.  

 

Delphi, which was spun off by GM, is a major supplier to GM and a strike by Delphi UAW workers would 

likely shut down GM within a day. Although a labor contract must still be negotiated with Delphi's 

unions, this agreement proves that compromises can be made by all sides and agreements can be 

reached.  

 

"Now there's less chance of a strike occurring, and once they get an agreement at Delphi, they can get 

along the way to restructuring and issues dealing with the business," McTevia said. "It's got to be good 

news for everybody, especially good for domestic automakers. They did this through negotiation, less 

throwing of barbs, and proved that over time problems can be solved, so it's in everybody's best 

interest."  

 

Not everyone sees the end of the rainbow. There are still issues, including cost of the buyouts for GM 

and the resolution of labor cost cuts at Delphi.  

 

"Steve Miller is going to do absolutely what he has to do for Delphi going forward, not just for GM but 

the other companies he supplies. They are competing for contracts with transplants Toyota, Mazda, 

etc.," Lawrence Gardner, principal of Lawrence Gardner Associates, Troy, said.  

 

He noted there are tough talks about Delphi wage concessions ahead, and there is also an issue of cost 

for GM if it keeps losing on the scale of $10 billion like last year.  

 

"How does GM pay for all of this? They're looking to sell 51 percent of GMAC (for about $12 billion), but 

they're going to absorb a huge amount of cash to (do the buyouts). It's a sticking point. How do you pay 

for this without a GMAC spinoff?" asked Gardner, who helped coordinate the bank credit committee 

when Chrysler was going through its $1.2 billion bailout in 1979-80.  

 

GM has already said it will take a charge of $3.2 billion for Delphi-related expenses and benefit 

guarantees as part of its restructuring. In addition to the GMAC potential for cash, GM has more than 

$19 billion in cash and short-term investments as well as $5.6 billion in credit lines from which to draw 

during its restructuring.  

 

"Having gone through the Chrysler process myself, you go through that kind of cash so quickly - 12-15 

months - and that's not a lot of time when you're turning a battleship on a dime," Gardner said.  

 

And while Gardner has his doubts, he said there's no question GM is moving much faster in cutting costs 

in plants and labor. The faster, the better, he said, because second- and third-tier suppliers are getting 

pressure from bankers unsure of how the domestic auto industry will pan out and becoming impatient 



for a resolution.  

 

Throughout all this, Wagoner has become something of a scapegoat for letting the situation get as bad 

as it is, said Sanfillipo, and that's an unfair characterization.  

 

"Wagoner is getting a lot of the blame and none of the credit. People forget the reverse side, and the 

people forget the (numerous new products and pricing initiatives), that's going to net a pretty good 

revenue stream. You've got to see both sides," Sanfillipo said. "And negotiations with the UAW in the 

current climate is nothing for the faint of heart, so I laud him for being unflappable and having a good 

conscience toward the people who work there.  

 

"You know, on the one side, people criticize Wal-Mart for not providing, and on the other you have 

people criticizing the UAW for having benefits too good. The question is, does everybody really 

understand? And the answer is no, they don't. I think for the good of everybody, I think we ought to 

outsource call centers for Social Security and the IRS; maybe then they would understand." 


