Ford and its Visteon problem child in the year 2000 and why
Ford is responsible for the failure of the VUK Pension Plan
Ford set up Visteon to fail and owed its employees a duty of care to have communicated how uncompetitive an independent Visteon would be in the outside world.
· Ford knew Visteon UK’s cost structure inside out.

· Ford Purchasing had regularly advised the Ford Visteon sales representatives that Visteon was totally uncompetitive across its product range.
· Ford committed Visteon to competing with its competitors in Europe with significantly higher Ford legacy labour and overhead costs.
· Ford sourced Visteon plants with business at pricing levels that caused Visteon UK to supply products to its customers (largely Ford) at prices that were unprofitable.
· Ford noted that Visteon’s plants in Europe had an obvious need for investment and technology and that steps had to be taken to drastically improve the plants’ competitiveness otherwise they could not survive. 
· Visteon’s defence to the UK Pension Regulator claim in the US stated that:

· The Ford/Visteon Separation Agreement dictated Visteon provide mirrored Ford terms and conditions causing its UK’s wages/benefits to be similar to a Vehicle Manufacturer than a supplier.  
· Visteon UK’s ratio of wages and benefits to revenues were significantly higher than the average for other automotive suppliers.
· Visteon UK’s manufacturing costs exceeded its revenues since the spin-off.
· These high costs and competitive pressures caused Visteon UK to suffer operating losses in every year of its existence, in excess of a staggering $950 million over its existence.
· Visteon UK bled red ink throughout its existence, average annual operating losses of over $100m.
· Visteon UK was ultimately trapped by its high labour costs, its employees’ insistence that it honour the mirrored terms and conditions at Ford and its union’s refusal to grant concessions.
· In the Visteon “Registration Statement to the Securities and Exchange Commission”, filed in May 2000, Ford identified a number of significant risk factors relating to establishing Visteon independent from Ford.
· These risk factors were not communicated to Visteon employees, many of them coming to fruition.
These factors included:

· Visteon having limited experience at winning non-Ford business. If Visteon was successful in increasing its non-Ford sales, the lead time would be protracted because the vast majority of VM parts purchases are sourced several years in advance of production.
· Not being able to increase non-Ford sales as expected. Concerns indentified included some of Ford's competitors believing that in awarding contracts to Visteon it would benefit Ford and that through Visteon, Ford may access confidential information regarding their vehicle design/manufacturing.
· Visteon’s ability to streamline and focus its product portfolio is limited by contractual restrictions.

· Visteon may be unable to increase its competitiveness because of its legacy labour arrangements.

· Visteon is required to provide price reductions to Ford and other customers, but Visteon has significant restrictions in its ability to achieve corresponding cost reductions;
· Most of its competitors have lower cost structures, particularly with respect to wages and benefits.
· Visteon’s competitors may also be more able to close underperforming facilities or otherwise rationalize their operations.
5

