It's no secret that the domestic automobile
industry is facing terrible times.

Daimler-Chrysler is still preoccupied with the
major downsizing and restructuring effort that
followed what now looks like an ill-advised and
badly d tak by the G

Literally fighting for its life, Ford recently
announced record
logses and has just
embarked on a
plan to close five
manufacturing
plants and cut
35,000 jobs world-
wide.

Even General
Motors, amazingly
converted from
perennial also-ran
into top dog, is still
slashing  costs.
Worse, industry
experts estimate
that up to a quar-
ter of all U.S. auto-
motive supplier compnniea. tool and die firms and

ers will face insol 'y

Fhil Power

this year.

Although the relative dominance of the auto
industry in Michigan's economy has declined con-
siderably over the post decade, automobiles are’
still the heart and soul of what provides jobs,
security and wealth for our people. Best esti-
mates peg tho auto industry as a whole as repre-
senting something like 20 percent of the entire
Michigan gross domestic output,

To better understand what's really going on
behind the superficiality of all the headlines, I
called my old fnend Dnv»d Culc. president oi‘ the
Center for A and
ably our ranking expert on the nummohlle industry.

" Cale's prognosis is grim: “The business model
that has defined the auto industry for the past
half century is broken and there is a clear under-
standing that the industry ns a wholo must
restructure in order to remain competitive.”

According to Cole, the basic economic logic of
the supply side of the industry hans been to run
the plants at maximum capacity in order to
reduce per unit manufacturing costs and to pro-
voke the highest possible volume of salcs. On the
demand side, the idea has been simultaneously to
reduce cost and add value — less emissions, bet-
ter mileage, new models — to stimulate con-
sumer demand.

—Oloarly, the workings of this largely frec mar-
ket have produced better products, great savings
and good deals for customers. For example, buy-
ing a car 10 years ago cost the average

OTHER OPINIONS

Prospects looking grim
for state’s auto industry

forces for chango have todny brought the auto
industry to its worst place since the carly 1980s:

The vastly incrensed competitive preasure
exerted by three major world automative indus-
trica — Asian, European and American — al!
focusing much of their production and marketing
capacity on a single North American market.
Everybody's trying to make and sell cars to the
Americans, which results in very tough price and
quality :amputmon on the one hand and enor-
mously exj facturing

excess P
Although the relative dominance of
the auto Industry In Michigan's econo-
my has declined considerably over the
past decade, automoblles are still the
heart and soul of what provides Jobs,
securlty and wealth for our people.
Best estimates peg the auto Industry
as a whole as representing something
like 20 percent of the entire Michigan
gross domestlc output.

on the other.

In this i )} the
ever-increasing costs of mscnrch and develop-
ment, new product design and regulatory man-
dates simply cannot be fully passed on to cus-
tomers.

The result: Vast preasure on profits.

Ford is losing moncy at a never-before equaled
pace; something like $10 billion in assets nre
gone from its balance sheet. Chrysler has lost $8
billion since the acquisition. Only GM is showing
earnings in excess of projections, plainly the out-
come of an enormous company-wide effort-to cut
costs and restructure the corporation that took
place for the entire decade of the 1990s.

Cole reports nll this is happening at greater
and greater speed, witness GM's amazing rever-
aal of roles with Ford over just the past 18
months. Just aa great high school football players
discaver everybody's just as fast ns they are once
they start playing college ball, even giant players
in the'auto industry are discovering in shock just
how fast things can change in a ferociously com-
petitive environment.

Cole’s bottom line: “Semething’s got to change.
lelle old business model is simply not sustain-
able.”

Maybe the recession will come to an end later
this year, but I wouldn’t bot that things will get a
lot better in Michigan for quite n long time.

Phil iner is chairman of HomeTown
C .

around 30 weeks of income, Today, buying n
{much improved) new car costs the avernge Joe
just a bit more than 22 weeks in wages,

But according to Cole’s analysis, two major

Networh Inc., the company
that owns this newspaper. He wrlcumau your
comments, either by voice mail at (734) 953.
2047, ext. 1880, or by e-mail at ppower
@homecomm.noet.

They're hometown
stores, so we pull for
them with the same
kind of passion we
exhibit for our professional sports teams. We all
want Kmart and Jacobson's to succeed.

The local roots for bnth rctmlera run deep
Kmart has that glenmi ters

Tedd Schnelder

Home court advantage
.f‘ doesn’t buy much these
‘| days, retailers find
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aisles and a cleaner look. But if the retailer's
own, southeastern Michigan back yard is an
example of it's nationwide store replacement
strategy, there just aren’t enough of them to
make a substantial difference. Not when you're
competing with the likes of Wal-Mart and Target,
decp-pocketed chains that have for the last

in Troy, of course. But the nationa) discount
chain ran its first-ever Blue Light Special from a
single store (then owned by the S.S. Kresge Co.)
on Ford Road in Garden City in 1962.

Jacohson's —~ the 134.year old Jackson-bnaed
company with 23 stores in Michigan, Ohio and
Florida - forged much of it’s identity as south-
eastern Michigan's premier high-end department
store. In fact, as the origina! anchor store at Livo-
nia's Laurel Park Pinace, Jacobson’s played a huge
rale in making “upscale” ahopping a short trip for
people living and working in the western sub-
urbs. Those ing) half-day

decade ly opened a new store every other
week in virtually every American suburb larga.
enough to accommodate one of their monster-_
sized parking lots.

Convenience is one reason many consumers
choose their discount store. But industry analysts
will tell you that prices are the biggest factors
Finding hcm'ily advertised sale itemn in stock at
Kmart is sometimes a challenge. In fact, an
acquaintance once suggested (in jest, I think)
that they change the store name to ancheck'
City. And sure cnough, every Kmart CEO from*
Joseph Antonini to the recently demoted Chuck ¢
C has talked at one time or another about

to Ann

Arbor or the far reaches of Oaklund County just
weren't necessary any longer,

But becauso the two chains — whose fi inl

‘new technology” that will “revolutionize™ the /
retailer's “inventory control uyswm. Attention,
Kmart i ithasn'th

difficulties have become front-page news in
recent days — aren't ] foceless

Jutnbaon 8 n]no struggles to compete with -

run from some far-awny locale we also tend to
give them a pass when it comes to measuring up
to the competition. While that's only human, it's
not necessarily the best way to ensure cither
their long-term business health or our range of
shopping choices,

The sad fact is that while the current recession
has certainly exacerbated the situntion, there are
other reasons Kmart was forced to file for Chap-
ter 11 bankruptcy protection this week, following
Jacobaon'a move in that direction just nine days
ago. Reasons that have nothing to do with poor
holiday sales or the aftermath of the Sept. 11 ter-
rorist attacks,

Most local shappers could probably rattle them
off without missing a beat. And odd as it sounds,

" many (myself included) have considerable experi-

ence whipping out their wulluu nt baoth the tony
department stores and b dis-

in its category. This wasn't so
rmlcb @ problem when you practically had to hop
in a car and drive all the way to Chicago (OK,
maybe Troy) for the closest upacale shopping
experience, But over the last 10-16 years, nation- ?
al chains like Neiman Marcus and Nordstrom'’s
hove built stores in or near virtually every Mid- »
west city. 'l'hcy offer the same kind of merchan.
dise, service and attention to detail that Jaki
hullt its reputation on over moro thnn n century.
They also offer J 3
ly can't match, Buzz, hype and image. Who does-"'
o't know which store issues the famous (and real-
ly ridiculous, when you think about it) Christmas *
catnlogue that gets guaranteed free print and~
television exposure every year? That may not’
have much to do with a quality shopping experi-
ence, but in an age where media - and attention
pans — arc more fragmented than ever, it counts™
for o

counters - someotimes during the same shopping
trip.

Certainly, the hope here is that both retailers
can turn things around in short order. For their'

Just step inside any local Kmart, par

their i and the local

one of the older stores like the one on Seven Mile
at Farmington Road in Livonia or the one on Ann
Arbor Rond in Plymouth Township, You'll find
cluttered, narrow aisles with merchandise
stacked so high and hnphnznrdly that it's difficult
to see the directional signs hanging from the ceil-
ing. The store layout thwarts anyone even think-
ing about making a five-minute stop at lunch
hour or on the way home from work.

True, the Super K on Ford Road in Canton and
other newer stores feature better lighting, wider

But consumers - even those who carry fond mem-
ories of local institutions ~ won't turn a blind eye
to their shortcomings forever.

Tedd Schneider is the ity editor of
the Canton Observer. He can be reached at -
(734) 469-2700 or vie e-mail at:-

net. His holiday
-hupplnﬂ included stops at Rmart and’
Jacobran’s.
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