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Firms link up

Companies seek alliances
to handle auto contracts.
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: Increased sales, new
' services often sought
for joint ventures.

' By Jacqueline Mitchell
Special to The Detroit News
Minority-owned auto suppli-
! ers who want to stay competi-
* tive and grow are pursuing stra-
tegie alliances or joint ventures
. with  other minority-owned
| companies to compete for
| larger automotive contracts.
¢ While some minority suppli-
ers recognize the need to do
. business differently to stay
| competitive, the practice is still
+ not embraced by many minori-
sv-owned businesses. Increas-
ingly, minority business owners
recognize that if they don’t:
change, they will be eliminated
¢ in the marketplace.
| “Minorities need to step out
| of their comfort zone and look
at creative ways to create syner-
gy with other companies,” said
Glenn Stafford, owner of VAS
| Consulting, a Farmington Hills,
Mich.-based firm that helps ma-
jor suppliers increase spending
with minority-controlled sup-
b- pliers and works with minority
suppliers in growing their busi-
ness,
“Ninety five percent of mi-
ity suppliers are small or do-
ing less than $30 million in an-

grow and compete in the com-
petitive auto market, suppliers
must have revenues of several
hundred million dollars to lev-
erage volume. They need to
look at how to achieve low-cost
content without killing the con-
tent.”

Historically, minority-own-

ed businesses have struggled to

raise capital needed to expand
services and produet offerings.
One typical solution was to pur-
sue a joint venture with a major
supplier. The larger company
often takes a 40 percent or less
ownership position in the mi-
nority-owned  business. But
those opportunities are rare,

Jleaving the vast majority of mi-

nority-owned business without
viable avenues for growth.
Slowly but steadily, women
and minority business owners
are warming to the idea that to

ibecome more competitive may

medn joining forces with anoth-
er women or minority-owned
company and sha.ring SOINE COn-
trol.

“The only way to get major
contracts is to be open to form-
ing joint ventures or alliances,”
said Vickie Lewis, president of
WMX International, a Detroit
environmental and waste man-
agement consulting firm that is
minority-owned. “We want to

Eronw our bll.‘s'lﬂE‘SS, SO W2 are ac-
tively seeking to partner with
other environmental companies
to go after the larger contracts,
Together, we can do twice the
amount of business.”

Lewis says her 3-vear-old
company, with  limired - re-
sources, can’t compete with
larger companies for bigger
contracts. With. revenues  of
around $1 million a vear; she
does not have the capital 1o ex-
pand the services VMX offers.

Lewis is not alone.

‘Sequoia Group, a Native

Dhevid G
ﬂcﬁcmmis,prﬁldgmandCEodMImmomehich :
is inside Detroit’s Fisher Building, says her company is seeking
mpﬂrtuermﬂlo&ermmumhlcumpmes
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American-owned company
based in Clinton Township, is
hammering out the details of an
alli aneq with another minority-
own»edl company. Craig: Wal-
worth, ‘?eouun s vice president
ofsales and marketing, saidit’sa
good opportunity to grow the
company’s sales of about g5
million a year.

“We started discussions a
year ago with another minority-
owned company to form a stra-
tegic alliance and we are still
working things out,” Walworth

said1' “We've always felt that itis
el

‘SOI!‘J.EUII!ES better to partner up

with people so that we can do
what we do best and align our-
selves with someone who does
what they do best.”

The idea of forging alliances
is still one that some minority-
owned businesses are not rush-
ing to embrace. Many minority-
owned  suppliers are family-
owned or founded by one per-
son. It is tough to give up some
independence or share some of
the decision-making with an-
other entity. Thus, minority-
owned suppliers say, many are
more. . likely to  continue to
trudge forward alone to main-
tain independence instead of
considering alliances to grow
business.

Joint ventures are not with-
out risk. Minority-owned busi-
ness owners caution that it takes
time to find the right partner
and work a deal that is going to
benefit all parties,

"Obviously, this is a very en-
trepreneurial group,” said Garv
Gonzalez, founder and owner of
Gonzalez Design, a family of
companies offering engineer-
ing, manufacturing and produc-

tion services to the auto indus-

try. “They want to go it alone be-
cause they have been sutcessful
to a point and that's why they

.are where they are.”

Gonzalez is one owner who

More minority-owned auto suppllers turn to alliances

nual sales” Stafford said. “But to

believes that the competitive re-
alities of the industry will make
it difficult for small companies
to compete in the future if they
continue with that line of think-
ing.

“We are trying to go after
larger contracts and we've been
exploring doing some things
with other Hispanic business-
es," said Gonzalez, who is part
of a successful alliance involy-
ing owners Frank Venegas of
the Ideal Group and Facundo
Bravo of Uni-Boring Co. They
joined forces with a fourth part-
ner to purchase an old ware-
house in the Empowerment
Zone “in 'Detroit in the late
moos. Today, the manufactur-
ing operations supply the auto
industry and employ several
hundred workers from South-
west Detroit.

“When vou look at the way
(automakers) are bundling
contracts into larger packages,
that only pushes a larger num-
ber of minority-owned busi-
nesses into the second or third
tier,” Gongzalez said. “This is not
a problem, but if you want to re-
main as a first Tier, then vyou
have to partner with another
company or gather resources to
land the larger contracts.”

Jacqueline Mltcﬁe[l is a Metro
Detro::j‘ree-!mce writer.




