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1983 was a disappoinling year for fault -colcum com· 
puters. Except Tandem. vendors ha\c promised much but 
have delivered liltle since Ihe publicalion of our 1/ 20/ 83 
Slatus Rtport- "FauIHoleram Computers : Fast Otowin, 
Computer Markets IncreaSing) Demand Very Rehable 
S)'slcms." Nevertheless . we continue 10 believe that de­
mand for faulHolcnnl systems will grOIA rapidly through­
out Ihis decade, driven by the development of on-hne ap­
plications for which computer dov.ntlmc is Increasing) 
unacceptable. such as ATM networks. POS systems, "p,­
~rlcss" factOries and home information systems. 

• Much promised, lillie dtl/\'u~. Although the list of 
companies planmng to market fault-tolerant systems 
continued to Iro .... in 1983, Stratus , ..... ith 1983 revenues 
of no million, ..... as the only vendor other than Tlndrm 
to ship morr than a handful of systrms. Many of the 
othrr playrrs fatt'd dlsappoinlmrnts and slippalrs; dr­
vrlopina and markrting these: sophisticated computrr 
systems IS more complex than some had anticipated . 

• ~mQl1dlor laull-Iolrronl s)'slrms contmues 10 grow. 
The major breakthrough in 1983 .... as in uRr awareness. 
Besides all the publicity given to the new entrants, IBM, 
Diaital Equipment, NCR and Hewleu-Packard intro­
duced their customers to new systems ..... ith some fault­
tolerant features . Computer users are beginning to real­
i.te that they can minimize the- cost of downt ime for 
their critical on-line applications thrOulh fault-tolerant 
systems. 

• Tandrm is In a Strong competltlvt position. We continue 
to recommend purchase- of TNDM (sec our 512184 Up­
datt). Despite lIS recent problenu, Tandem continues to 
dominate the- fault-tolerant area . It has done a tremen· 
dous job of establishing its credibility in larle corpora­
tions as tht NonStop company. Tandem's proven prod­
uct, uack record and marketing strengths present a 
significantly areater obstacle to its competitors than do 
technical barriers . (After all, companies generally usc 
fault -tolerant computers for their most CrillCal applica· 
tions). 
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• Traditional vtndors COnllnUr 10 mO\'r s/o ..... ,)'. Con­
strained by enormous investment in their uislin£ com­
puter systems, tradilional mini and mainframe \endo rs 
have been slow to add fault · tolerant capabihllrs. Ne\rr­
theless, most of them no .... appear to ha\'e accepted the­
n«d to add fault-tolerant capabilillrs. Ho ..... e\-rr, this 
represents a sizeablr drvelopment rffort and is no t go­
ing to happen overruaht. 

• UNIX provides billesl opportunity lor nt w players. 
The antic,pated rapid growth of UNIX·base:d systems 
(Itt our 1/ 6/ 84 Status Rtport, "UNIX-Breakina 
Down Barriers in the' Computer lndu.stf) presents tht 
blggC'St potential opportunity for the nev. entrants. AI · 
though in 1976 Tandem had Uttle option but to build lIS 
o ..... n operating system, it is now unnecessary to "rein­
vent the wh«I." Despite this. both Synapse: and (1 0 a 
lesse:r aunt) Stratw elected to do so, putting them at a 
potential disad\'antaae qainst the anticipated rapid 
growth in applications soflware for UNIX-based fault · 
tolerant vendors such as AT&T, Auralen, Computer 
Consoles, Parallel Computers, Sequoia and ToleraRl . 
Which of these sucettds is more likely to ~ detenmned 
by effective marketing than by which has a "better 
mousetrap." 

• Timd~m, Stratus and (olth~ ntw entrants) Tolerant Sys­
t~ms art Iik~/y winl1~rs. We are impres.se<i by Ihe mar­
ketina focu.s of these thr« companies; Tandem's credi· 
bility stands it in aoad stead in addressing vcry larle 
scale applications. HowC'Ver, Tandem's focu.s on th~ 
hiah end leaves a significant opportunity for Stratus to 
address smaller applications. Although we are im­
pressed by Stratus' progress (coveraac will be added 
lateT this year), the limited amounl of third party appli­
cations software built for its proprietary system may 
force it to switch to UNIX. Neither TNOM nor STRA 
are focusing on the OEM community, leavinl a Signifi­
cant opportunity for a third player. Of the ncv.' players. 
we are most impressed with (privately held) Tolerant's 
OEM-orimtcd product .strategy. 

Stephen K. Smith (212)437-7540 



~bber. 

Mucb PromJsed. Ullit Delinrtd 
In some WIYS, 1983 was I \'er}' sianificant year in the 
faulHoleranl &fa. Slrafus. tbe first of the ntw brttd of 
(.uJI·tolerant "cndors. went public In AuaUSl 1983 al. 
valuation of $210 million. New startups continued to at· 
HaCI the anention of the venture capitalists. and instllu­
tional investors began to participate in a ,rowing numw 
of private placements. Auragtn (formerly known as Paral· 
lei Computer Systems) inlrod~ its system .... ith IrCAI 
fanfare at the National Computer Conference in May 
1983. and Synapg ad\cnisa:i heavily in the trade press. 
Charlie Rylc &nd Mike Green. both former key CXC'CUIiVes 

at Tandem. joined uislin& start-up Parallel Computcrs. 
and shonly thneaftcr Illracted • major InfUlian of 1Ien· 
lure capital A few new players have emerged, such IU No-­
Hall Computers. A ul«h and Eflcor~ (founded by former 
Pnme CEO Ken Fisher). 

Traditional "endors such as IBM, DEC, Wanl, NCR and 
He~ktt-Plckard belan to take the subJttt seriously. IBM 
announcul some f.ult-tolerant feat urn on the Saltsll 
and 8100 systems. DEC introduced its VAX Cluster srs-
tern Tnlogy ... ent public on I plln to build systems based 
on ~'ler-SClle semiconductor lechnololY dw ... ould fel­
lure on-chlp flult-Ioler.nl circuitry. Amdlhl suUtSud II 
~as planrun, to compete a.gaJnst Tandem wuh an IBM­
compauble system dni,ned spttlfically for on-line trans­
action proct:nin, (code named Aspen). IPl Systems In­
nounced an IBM-compallble fault-tolerlnt system-the .u8O. 

Ho~e ... er. \tr)' few of the players are today shlppln, proo­
uct. \I.ny of the \'endors ha ... 'e found" more djfficult 
than they h.d anllclpated to develop I nlature. stable 
product (Wh.t is the POint of a flu It-tolerant system. un­
leu all the ~nnkles a(e ~orked out~) Many of the pllyers 
are still 10 de\lclopment. or early 8<ta-l($t (i.e .• initial cus­
tomer trials). 

E\en those "'endors ... ho have begun to ship products ha\le 
found it more dlfficullthan they had anticipated. Only 
SUolUS has made much proJfcss SO far .... uh S20 million 10 
shlpmenu in 1983. Howe\er. ~e belie\'e that thIS also ~as 
somt'\'h.t of. disappotnuneru. Both I shortage of appli­
cations soft ... are (or STRA's proprletlry operallna system 
and the slow buildup of itS end'URr marketina oraaniu­
lion were factors coDStraining iu arowth in 1983. Never­
theless, STRA should be commended (or its excellent mar­
ketlnl job. whtch leaves It 'ltell posllioned for future 
lto'lt1.h providin,lt can alttact third pany sofl1nre. 

Ahhouah Augusl SYS/~ms bepn to ship its f.wHoler.nt 
process control systems in 1981. 1983 (e ... enues of less than 
SS million were disaPPOinting. AlthouJh hindered by the 
economic situation, AU,USl found that marketing its so­
phinicated systems to large corporations such as Mobil. 
Dow, Conoco and GE was an expensi""e and lime consum­
IRg task. (\IeMhelcss, the company has now established I 
track record and has the potential Cor considerably fastef 
IroWlh. 

, 

S)lnQPS~ 'It 15 another disappointment in 1983. Although il • 
shipped its nrst sYStem on December 3 I, 1982. the com-
pany had 1983 re"enues of only S3 million and is now sia­
nificantly behind Its oriainal plan. The company has mlde 
its share of mlSlakes. First, 11 not only developed a \er)" 
sophisticated hardware desi,n, but also chose to bUild ilS 
own operatma system and database manalement syslem­
compounding the risks of technical problems. which it 
Cactd throuah mosl oC 1983. Second. unJike Stratus ~hich 
decided to undercut T.ndem in pnce. Syna~ poSitioned 
the product more dir«t.ly lIamst Tandem. Third, II mar-
ket~ the product before It was ready and has spent S20 
million to reach its prt$C'nt n'ae. '(VeMheless. Synapse 
now claims that the product is slable and can delher hiah 
pri~/pc:rformance (a medium-sued, S6OO,OOO system fe-
cently bcnchmarked ISO U5Crs It 9 transactions J)(r set-
ond, with an a\lefl,e responK lime of 1.3 seconds). al· 
though the system has nOt )·et been used in a lI\e 
environment. 

Uke Syna~, Allrog~n is also probably aUiity 01laund1-
ina its product too early. Althouah It has shipped anum· 
ber of systems to Its Europtan partna, [l.:ixdorf(~hich re­
cently launched a repack'ltd and Simplified \lerSlon of the 
Aurqen system in Europe as the Nixdorf 8832). it only 
has one Beta test slIe in the liS. Aithou&b it nov. has three 
orders. rlfSt customer sruprnenu arc still a few months 
aVo'a)' and ~e estimate that I~ eompany is about I year ~e-
hlRd lIS earlier proJecllons, (Although its synem IS bl~td • 
on UNIX, Aura,en found It necessary to rewnle mlJor 
ponions in 1983 IR order to implement its "mnsaae·bas.ed 
(ault-tolerance"). We also understand that the hard~are IS 
still perfornunl below Its Wlet loais. AUtalen has modi-
fied its markt1lDl slrateg)'. shiftinl rrom end-uters to 
OEMs. lu relationship 'ltith Nixdorf may pro\e to be I 
mixed blessIRI: ixdorC has manu(actunn, riahu and 
non-uclusi\le \Io'orldwide marketlnl nahu. wtuch could 
put the two companies head-to-head in the U.S. market 

lNmond /01' FT s,.sr~ms cOnllnu~.s 10 ,ro ... : 
downlim~ C411 mftln IOff rn~nu's. 

Contrary to the cutTent w .... e of doubt O\Cf the market 
potenti.l for fault-toleranl systems roUowin, Tandem's 
~ea.k second quarter, .... e Ire (\len more convinced than ~e 
were a year.,o of the necessity or fault-tolerance Cor the 
on-line. computerized applicatiOns o( the 1980s. Despite 
si&nirlClllt impro\emmu 10 the rehability of trldnional 
systems, pamcularly disks. the number or appbCltions re­
quirin, the dearcc of reliability only achievable on a f.ult· 
tolerant system continues to crow rapidly. 

Demand for fault-tolerant systems is dmen by the in­
crusin, deptnden« oC companla on computer systems. 
Today the computer system i1 no lonler JUSt a "back­
office" system; II is increasmtly a key aspect of a compa­
ny's dalJO. manufactunnl and/or markcunl functiOns. 
Companies are d~eloplOl new products based on on-line • 
computer systems-such as ATM net~ork.s. «lIular radio 
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systems, electronic mail sef\'ices, home information sys­
tems. Here the computer is part of the product itself. a 
kry romponentlfl the re\'enue grntrallon process. 

Fau/r-Io/trance: NOl a Morbi 
Fault-tolerance (IT) is of len wrongly ~rceived as a mar­
ket . It is a feature, one that is increasingly important in all 
types of computer s)'stems from micros to mainframes . As 
we stated in our 1hOI83 Status Rrport, we believe that the 
best way to examine the markets for IT computers is to 
examine the traditional markets for computer systems . In 
each of these: markets it is possible to identify certain 
,roups of applications that are increasinaJy moving on­
hne, demandin, very hiah reliability, For example, the pa· 
perless factory is unlikely to become a reality without very 
reliable systems. Similarly, electronic mail necessitates a 
dependable computer I)·stem. 

There arc opportunities for FT vendors to challenac non­
IT players in virtually e\'ery market where computers are 
sold toda)" For this reason when TNDM says lhat if it 
meets STRA in a competithe Sltuallon one of the t .... o 
companies 1$ after the wrong customer, it is larae1y cor· 
rect. Whereas Tandem addresses very larae.geoaraphi· 
c:ally du.lt1buted applications (typiea.l mutu-module system 
com SI-5 million), STRA addresses smaller. minicompu­
ter applications (a typical system costs S200,OOO-
5500,(00), 

Transaction processing: Iht lAu,ut POltntiol MarItI 
Rapid growth is Likely in the use: of faull-tolerant transac­
tion proeessing systems, par1icularly in revenue generatin, 
applicatiOns . First, ne .... TP applications continue 10 
emerge (one of the latest is the usc of oil company debit 
cards by ,as stations). Second, once installed, the use of 
TP systems, and therefore transaction volumes. usualJ)' 
arow rapidly (consider the explosive arowth in the use of 
ATMs) . Third, as unae increases. reli.bility and modular 
expandability become increasinaJy important factors . In­
focorp, a market research firm has estim.ted that the 
tr.nsaction processina market is ,rowina at a )5.,. com­
pound annual growth rate . We behe\'e that fault-tolerant 
systems will arow at an even faster 4().6()'i't rate over the 
next three to five years . 

1bndem R~l1UIins Hill Posilioned: "Bellu th~ /Hvii You 
Know ••• .. 
Fault-toler.nt computers typically address the most criti­
cal .pplications within an oraanization . This raises a para­
dox. Proven products from traditional "quality" vendors, 
suc.h as IBM and DEC, are presently not fault-tolerant. 
The new stanups, on the other hand. typically have un­
proven products, limited market ina and suppon and little 
or no credibility in the marketplace . Tandem is the only es­
tabhshed vendor presently markrtin& fault·tolerant sys­
tems and has done a remarkable job in establishinl its 
credibility in larae corporations as: "th~ NonStop com· 
pan)· ... (For furtber discussion of Tandem see our April 8, 
1983 Basic Analysis and subsequent Updates). This repre-

scn!s. formidable obstacle (or the newer entrants to 0>';(1-

come (and may hamper traditional vendors' effom to 
market (aull-tolerant systems). 

Whereas we normally expect campUier companies that sell 
primarily 10 an existing customer base (base churning) 10 
be unlikely to sustain rapid growth, the same is not true of 
Tandem. Tbe "seeds" that Tandem has planted in an im­
pressive list of major corporations worldwide are likely to 
provide it with considerable &rowth over the next fc:'A 
years. In many such cases, lkndem has installed pilot sys· 
terns or systems to handle. single specific application . 
'D.ndem is most likely to benefit as demand (or cnucal 
new applications and Iransaction volumes In uisuna ap­
plications condnue to ,fOW within these corporations. 

Tl'adirionlll V,MO'S COll f inu, 10 Mov, Slowly 
Although all the eomputer vtndors ha\e an ongoing com· 
mitment to impro\'ed h.rdware and soft .... 'are rell.bill t), 
they have so far stOPped short of moving to the r.dicall) 
different multiprocessor architeetures embodied In f.ult· 
tolerant systems. The problem continues to be one of ~ofl 
ware. not hardware. J8M or DEC ha\'e the resources to 
build such. system. The problem is in adding f.ult· 
tolerance to tbeir aistiag mainstream product Imes In 

such a way as to preserve their (and their customers) enor­
mous investment in software (to ignore thiS soft ..... re com· 
patibility problem and offer an incompatible new SYSiem 
.... ould suggest that their mainsueam products .... ere OUI ­
daled). 

However, although a few vendors. e.g Data General and 
Oatapoint. stiU believe the sizable in\estment nceded to 
make their mainstream s)'Stems fault·tolerant is nOI )-ct 

warranted, most other Iraditlonal vendors are beginnlnl 
to sit up and take nOlice. The ,rowlfI' num/Nr of mq)or 
orders. such IS 1&ndem's S400 million share of the N.vy·s 
"Splice" contract, demand their attention. Furthermore. 
the cost differential bttwetn con'olMtionol and foult­
tolerant systems conllfluts to fall . We expect most major 
vendors to add faull-tolerant capabilities to tbeir systems 
gradually over the next few yean . 

IBM has embatked on R&D efforts in the faulHolerant 
area, inc.ludina System D. a prototype distributed transae­
tion proc:c:ssm, system with both hiah availability and 
modular growth, the two key features of virtually all 
faulHolerant systems. We undentand thai this effort. 
which was based on Seriesll minicomputers in a ring net· 
work, has now been superceded by a ne'lter project. We 
believe that raM supporU the concept of fault-tolerance, 
and may be workina toward aJ.I its laraer systems e\entu­
ally bein& fault-tolerant. So fir, however, it has only an­
nounced Limited hiah availability options for the Series/ l 
and 8100 (This latter announc:cment ... ·as siJllificanl inas· 
much as it supported the aced for fault-tolerant communi­
cations and file suvets in III office environment). 

In 1983, DEC introduced Its VAXclustet system-IOOKly 
coupled VAX processors sharina inteUigent disk storlae, 

l 
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the HSC SO. The system is designed C\'enlually to provide 
both modular arowth and hl,h avail.bility. However, at 
the pr~nt time the software (VMS V3.4) does not sup­
pon many of the planned features, including recovery and 
data intc,rity, necessary to mue it "fault-tolerant" . DEC 
is dcadedly vque when questioned on tbe likely availabil· 
ity of "fault-tolerant" features . Funhermore, VAXclu.Joo 
tcrs arc presently Limned to high~r'ld VAX processors (750 
and abo\e), which would make a fault-tolerant VAXclus­
ter (if the software existed) expc:nsi ... e relati ... e to most 
competitive products. 

NCR has recently introduced itS "Increme.ntal Archit«­
ture." which forms the basis of a loosely coupled fault­
tolerant s)'Stem based on NCR's ml.l.nframe processors. 
H~w/~tI-PQcka,d has already announced a number of hlah 
a\,ailabiHty options for applications such as process con­
trol on the HP 1000, includin, Systemsafe/ looo and 
Datas.afe/ IOOO. \Ire beli~e lhat HWP is examining the 
broader application of fault -tolerance to its producu . 

Loouly CDuplnJ "1. TI,hllJ' CDup/~d: 
lh~ Arrum~nt CDn(lnu~1 

Tiahtly coupled systems. such as offered by Synapse and 
SequoIa. proml~ arn-tn price/performance and flexibil­
it)· than loosely coupled systems. However, the jury is Still 
out. 1\10·0 key concc:ms center on whether contention 
amona processors will dcarade performance in Iar,c con­
filuratlons. For slmphcity and maximum reliability, .. e 
lean lo .... ards the pro\cn (i. e .• by Tandem) loosely coupled 
approac.h . Tiahdy coupled systems bnna more potential 
(or error. For example, the smaJe operatina system or 
shared memory of a li,hdy coupled syStem can represem 
areas where. fwure could crash the entire system. Ho .. • 
ever, for superior price/ perfonnance. the tightly coupled 
systems could potenu.lIy h .... e an edle" lh~ c:ont~nllon 
prob/~ms "/~rrrd to In our ~r"tr rtport on /ault-to/~rQnt 
systtml ClJn lH succns/ully o\'uc:omt. 

UNIX: A Millor Opportunity lor tht /'t'~w PIIJ}Y:rs 
While the traditional \endors are mugHng to add fault · 
tolerance: to their weU-cstablishtd systems, a new opportu­
nity is cmerama that offas startups a w.y to reduce some 
of the mlllkctina obstacles discuued earlier. The vehKle 
for this is UNIX-the new "standard" o~lina environ­
mmt dt.\dopcd by Bell Labs. 

Althouah small today. the catalogue of UNIX-based ap­
phcauons software. IS likely to arow rapidly o, .. e:r the nc..xt 
few yatS. (For a more deta.lled dlSCUssion on the si,rtifi­
cance o(UNIX s«our 1/ 6184 SlQtllS R~port. "UNlX­
Breakina Down Barriers in the Computet Industry"). 
UNIX has broad apphcability, and mirroring the non­
UNIX .... o rld . demand fo r fault-tolerant UNIX s)'Stems is 
also likely to JTo'W r.pidly. 

From the penpecti .... e of the small startUp, UNIX has ue­
mendous benefits. First . it "",uces th~ so/tWCIrt dtvtlop­
m~nt ~flort necessary to brina a product to market-and 

thereby avoids the pitfalls that Syna~ has had to fact . 
Second, it is liktly to provide the vcndor with a/ast grow- _ In, ranl~ of applicallons soj'M.'arr. This advantage is nOt 
shared by ve-ndors WIth propnetary o~ratina systems, 
such as Stratus and Synapse, whose: arowth is Iilctly to be 
constrained by the avl.l..labilny of third party software. 
Third. and perhaps most significantly. neither Tandem nor 
the traditional n:ndors (wuh the pouibJe e.xcqlllOn of 
AT&T) appear lilctly to pursue: the UNIX market for 
t.ull-Iolerant systems. at leu! in the: near term . The pro-
jected explosive arowth of the: UNIX market in 1984-86 
creates Q SI,"ifiCIJnI opportumty lor QI/~t one ot the 
UNIX-based fault-tolerant vendors. 

The perceived .dvantaaes of beln, the first of the new 
breed of f.ult-tolerant vendors may be: quickly eroded If 
UNIX takes off rapidly. Some of the mOst interesting 
players that will soon be shippin, UNIX-baso:1 products 
in this area arc Auraaen. Computer Consoles. Sequoia 
and Tolerant S)'Stems. Other players include AT&T. 0-
Halt (which .rose out of the now defunct DOSC Inc. ) and 
Para.lJeJ Computers. Ho .. t\er. this area is atlractin, con­
siderable Interest today and the: list continut1to chanl e. 
(Encore. the start -up (oundo:1 by (ormer Prime chief Ken 
Fisher. is likely to enter the market in 1985). 

AT&T 

AT&T reemtly InlrodulXd a fauJHo!erant macrune. the 
3B20o. Priced 1lI0und S4OO.ooo. this machme is es~n · 

lIall)' • redund.nt \Crslo n o f liS 3820 mmicomputer. AJ - e 
thouah marktted by the nuaht of AT&T ..... e find that the 
3B20o is one o( the least inlerauna o( the fault -tolerant 
systemJ ' .... &lI.ble today. Fir$l . its relati\'ely hiah price sua-,esu thc s~tim should be .pplicable for tar,e scale appli· 
C.hOM and ress intere:slin, to OEM customcrs . Ne\'enhe-
less. lackma an experienced computer markctina 
orpniz.ation or alar,e installo:1 base: o( customers. AT&T 
appe&r$ to have decided to market this system pomarily 
throu,h OEMS. There is little or no application software 
todQy for large .scale UNIX based transaction procming 
applications. wruch will be considerably more of a factor 
(or AT&T than sma.1J startups whose J,l'o\lt1.h will parallel 
the ,rowth in UNIX software . Whereas most otber 
UNIX-based fault -tolerant ... rodors have made sl,rtifiant 
mochficatioru within UNlX to h&ru1Ie commercial traruac:-
ltOn prOC%Ssina.pplications. AT&T's vanilla ... enion of 
UNIX is unswLlble for transaction procewng .ppli'catioru. 

AUrllU 

Auraaen chan,ed IlS name from Parallel Computer Sys­
tems on April I. 198310 aVOid confusion with Parallel 
Computt:n Inc •• of Santa Cruz. CA (which is headed by 
Charlit Ry1e. formtriy VP Marketinaat 1kndem). About 
su to t"el"'e monlru bctund schedule, .. e understand 
Auraatn now has thrtt orders (includin, one from a Tan­
dem OEM). one system in Beta test and has shipped a 
number of adcbtional s)'Stems to its European parlner. _ 
Nudorf. 
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An Auralen System 4000 comprises from two to 32 
loosely<oupied clusters. A t_O cluster system has an entry 
price of SI 38,000. (A non-fault-tolerant single cluster is 
also I\allable al S68,OOO). The product is targeted at large 
transaction proceSSlDg applications. 

Each cluster includes thr« Motorola 68010 microproces­
sors ti,htly coupled wilh its o\lon memory (up to 8Mb) and 
operating system (Auros-Aurlien's adaptation of UNIX 
System 111) . Tho micros share the cluster's applications 
\¥orkload. while the third, the executive processor, handles 
core operatini systems functions including fault · 
loleranee. A cluster can also include other micros to sup­
port terminals and disks . Clusters are coupled logether 
across a very hiah speed (duaI16Mb/ sec) bus. (For a com­
parative description of the approaches used by Tandem. 
Stratus and Synapse 5« our1hO/ 83 StDtus Report). 

E"er)" program running In an Auragen system has a 
backup copy on standb)" on another cluster. Whenever a 
message is input, a dupilcate: COP} is senlto the backup. 
The bad,up also keeps count of t.ach lime the primary ap­
pllcallon processor \Io'nles 10 a disk. I( a (ailure occurs (de­
tected by the absence of In "I'm ali"e" signal), the 
backup processor tlkes over and bellns 10 reprocess the 
input message. Ho_C'\er, it does not necessarily write data 
10 dISk The count tells the backup how man)' \IorittS the 
pnmary hid Initiated before the failure occurred . There· 
fore to a"oid a double update. the backup onl)' aauall)' 
_met to the dISk after II has discarded \Iontes alread)" ef· 
fected by the primary. The recovery delay after a fault 
could be conSiderably longer than on some of the aherna­
ti\e approaches-perhaps 5· 10 seconds. 

One of the risks o( the Auralen approach \Ioe (ttl. and I 
factor in the delays it has faced. is iu relallvely complex 
approach 10 fault-tolerance. The project is already falhn, 
behind schedule. (Partly as an attempt to regain some lost 
around, Auragen hu recently shifted from end-user to 
OEM marketing). 

Co mpulrr Co nso!" 
Computer Consoles (See our 6122183 BasIC Analysis and 
subsequent Updatts) u: a leading suppher of faulHolerant 
sYSlems to tM telephone industry, with 1983 revenues of 
approximatel)' SIOO million. It has recently added a ranle 
of UNIX-based systems to liS telephone industry prod· 
ucu . These Include a 32-blt superrrucro (the Power 5/ 20), 
a flulHolerant supermini (the Po_er 5155 ) and a 5Ophisti­
cated omt( automation system (or UNIX environments 
(Office Power) . Revenues from these new products 
reached S5 million in 1983 and art projected to grow rap-­
idly in 1984 and 1985. 

The fault-tolerant 5155 Vras launched lasl August. proba. 
bl)' a httle too early. We believe that firsl production srup­
menlS are no_ underway, shghtly behind CCS' original 
schedule. Early customers mclude HaJe and Doore, British 
Telecom, Rochester Telephone and Merrill Lynch . Follow-
1D8 some mdependent benchmark Studies, CCS appears to 

be pleased with the performance of the product . Its archi­
tecture has some uniQue characteristics which may make It 
particularly suitable for applications with heavy informa · 
tion retrieval requirements, and Jess suitable for updatt­
intensive applications such as electronic banking. (The S. 
H's architecture is described in OUf 6/22183 BasIC 

Analysis). For this reason, we believe that the federal ,0\' 

ernmenl may represent one of the laraer potential markea 
for the 5/SS. 

Pan llel Computers 
Parallel has recently introduced a 515,000 fauh -tolerant 
system. The Parallel 300 Model 30, which is laracted at 
"operational infonnation system applications". With a 
low price (iu price (or a r«Jundant configuration is one 
half that of i15 nearcst competllors. Tolerant and Aur.­
aen), Parallel is t&ratling the OEM market. Howc\cr, the 
system only delivers the effective po\loer of a single ~t()­
torola 68010 processor (using an architecture some\lohat 
similar to Stratus), considerably less than its computers, 
mOSt notably, Tolerant Syslems. E"'en more significanlh 
like the AT&T product, the Parallel s)'stem also docs not 
possess the modular expandability nec:euary (or man) 
transaction processing Ippllcauons-it IS a much Simpler, 
(aulHolerant minicomputer. 

Nevertheless, we believe tbat Parallel 's product is likel) to 
fiU a significant neW fpr simpler, lower priced but T~"Db" 
systems In many traditional minicomputer markeu 

Sequoia 

Although we had re«nlly aU but written off Sequoia as I 
polenual hi,h·nyer ... e are now far less neptl\"e about ItS 

prospectS. Despite bavin, one of the most innovau"e 
fault-tolerant arc.hitectures that we havc seen, Sequoia hal 
focused littlc on marketina-vilal in ttus Increa.smgl) 
crowded area. A combinllion of problems led to the de­
parturc of two founders in 1983, mcluding formcr presi­
dent Allen Burgess. 

Howc\'cr, Ihe company appears now back on trick . We 
are impressed with the new management team, headed b)' 
Warren Tyler, former president of Data Term.inal Systems. 
Jack Stifner, who hIS considerable experience in the de­
Sl,n of fault-colerant systems (or the space proaram, is an 
ooJinal fouDder. Tyltt has added Phil Bernstein (formerl) 
an &JSOciate: professor of computer science at Harvard , an 
expert in opemina systems and database, and codeveloper 
of CCA's Model 204 databuc: system) IS VP of Soft\lo'are. 
Herb Spivak (formerly with Prime and Honeywell) In 
charle: of manu(aaurina, and two fonntt "lI.ndem mar­
keting executives, AI Deirna.ui and Bruce Karlson . The 
product's tc:chnial problems appear to have been rt50hed 
and Sequoia is now close to a deliverable product . Delays 
at many of the other stanups mean that Sequoia has not 
losl much around from its problems in 1983. Sperry has 
recently invested S2 million into Sequoia, and may be 
plannin, to market iu product to the rederaJ government. 

, 
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Sequoia's system combines many of the key features of 
the Stratus and Syn,p~ approaches described in our Jan­
uary 20, 1983 Stafus Rrpon. Like Stratus. Sequoia uses • 
comparator .pproach-"hardware based r.ult-tolttan~" 
as it has come 10 bc: known. Ho .... O'er. ,,'hercas in a Stratus 
system modules ate loosdy coupled loat:tber. Sequoia bas 
adopted a ti,hlly coupled (shared memory) approach simi­
lar to Synapse's. The net result. bOVl'ever. could be a mort 
u~nsb·t solution than some: of the other approaches. 

Tolerlal S)SlfJDJ 

Despite beina one of the later entrants (it was founded in 
July 1982. with Fred Adler as the primary backer). Toler­
ant has made rapid proaress, havina learned from the mis­
takes of others . It has already shipped its first (thouah nOt 
yet faulHolcrant) UNIX-based system to Oene:rallnnru­
ment. Tolerant has the potential to move quick.ly iDlo a 
prominent position. with an c.xcitin, product and an es­
tablished sales force already in the field (mainly ex Tandem 
and Stratus). 

We are particu.Jarly impressed with Tolerant's suateay. 
Vl'hich iJ aeared to hrrul risks more effectively than most of 
its compet.ltors. lu chOice of a JOOStly coupled fault­
tolerant arch..iteaure provides a number of benefits. first , 
It is I more proven technique than tiahtly coupltd systems. 
Second, it a1lo"""s Tolerant to enter the market Ylith I com­
pet.llive system. addm, fault-tolerance later. (It does nOi 
ha\e to deh\er e ... ef)1hina on day one). Tolerant has also 
hired indi\ldua1s c.xpcnenced in the development and mar­
ketinJ of these systems. includinJ some from Tlndem 
(most notlbly Jim and Shu ley Henry, who were fonnerl)' 
Manaatt of CompcUllve Markntna and Manager of 
Product MarketinJ at Tandem) and even from newer com­
pctuors such as Synapse . 

Based on the powerful Nltiona1 16000 microprocessor 
family, Tolerant will be one of the first \'endors to de\i\er 
hardware based on the new aeneration of full )2-bit mi­
croproctnOfS. (Vendors usin, 68000 microprocessors arc 
likely to ha\e to redesil" their hardware to mo\e to the 
full )2-bit 68020, expected in 198') . The Tolerant system IS 
based on System BwldJna Blocks (SBDs) that arc loosely 
coupled tOamer by t ..... o COUJal cables. Each SBB will in­
clude two NS)2032 mIcroprocessors (one for applications 
prOCCUlR1 and one for operattna systems functions) and 
up to 16Mb of mmlOry. 

Early benchmarks indicate that the system should offer 
sllruficanlly areater pnceJ pcrformancc: (hAn fault-tolerant 

May 24.1984 

systems based on the MOiorola 68000 family. The system 
will be: priced '&lres.sively (Tolerant claim S2S,OOO per 
MIP) and marketed primarily to OEMs. Despite its late 
start, Tolerant has already surpasstd Synapse I with o\'cr 
S7 miUion of orders no .... ' signed . 

Like fudem. Tolerant realizes that raulHolcranct iJ an 
increasinaJy necessary but lOSufficient condition for sue­
cesJ in the transaction processinl market. It has therefore 
in\'tsled heavily In sofl\1oare dC'\-clopment, and is buildina 
• comprehensive St1 of deveiopmenlloolJ geared 10 help 
iu OEM customers to rapidly build raull-tolerant transac­
lion prOCfisina applications in a UNIX environment. 

PrittS of ComplaJu Mtotiooed: 
Amdahl Corp. (112SJt) 
AT&T' (SIl'/.) 
Computer Consoles (118 111) 
Oa(a OencraJl (14)'11) 
Oatlpolnt Corp. (I22J~) 
Dtptal equipment (181" .... ) 
Dow (Sl'''') 
Dupont (Conocot (147 1-,) 

Genc:ra1 Electric ("2Ih) 
General Instrument (S2P''') 
Hev.lett Packard (IJ)~,, ) 

18M' (S I 07 ... ) 
'terriU L)'nch (122 ' / .. , • 
~tobil l (S28 Ih) 
Motorola (SI06~) 
NCR Co", . (S26) 
Roc.hC$ttr Telephone (S28 I .... ) 

Sperry Corp I I (138) 
Strltus Compuler (SIOI/ .. ) 
Tandem ' 1(119'1.) 
1hlolY LId . (S2"') 
Wln,1 (12" -') 

lPatne, \\ebbn, Jkboa. CUms. lac . • nd/ Of RotUi MCKlt Inc., .mu­
.Ied corpot.ooru of PIIM \\dIber M,lebr:U Hutdwls Inc ., IMokd' 
lNSfr.n III INJ WCWlly. 

'BlytlI Euuua PIIOC: WorbOcr lac_ u410r Rotan Moak Inc _. alrlhaltd 
~'IJOGI 01 P&&M \\cbM \tltebdl HUlduu lac_,w acted 10 UI 
UlVatme:al bItlb.ba capeat}' (Of thu COIIlINll) _ 

'All oN'Icu 01 Punt. \\rbba'. Jad'.totI. C\uUJ 10( .. p_ WtbtxT 
MtlCbdl Hutc:b.a.l lac .• Ityth Euuua PIIM Webber loe.. Of ROW1 \10-
Ik I.: . II • dirlClOr oflK COIIlpall)' bclo.a rotpotted upoa.. 
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Summary 
Tandem is a Ihr~atenmg competitor for IBM in the on·line 
transaction processmg (OlTP) market. a market tradi · 
tionally dominated by IBM mainframes. So sianificant is 
the threat thai IBM has mounted a determined effort to 
arrest the proaress Tandem has 1>«n makinl in larae. pre· 
viously "all blue" IBM accounts . While we are still confi­
dent that Tandem has surficient competitive advantale to 
sustain long-term arowth of 1'.20 .... we remain cautious 
over the neaNerm earnings outlook. First, investors may 
be reading too much into the strenlth in demand secn in 
the final quaner of fiscal 198' (ended Septetnber), espe· 
cially after an unusually weak third quarter. Second, as we 
had anticipated. IBM is 10ini ahead with its plans to mar­
ket the Stratus product now. At the very least. this should 
extend Tandem's sellina cycle. Furthermore, we believe 
that Oilital Equipment is also likely to make a sianificant 
push into the OlTP marketplace within the next six 
months. Third, Tandem's seasonally ~eak March quarter 
is always a worrisome one. Moreover. the anticipation of 
new products includlna "Check" and "Nonstop EXP." in 
the March quarter could further impact near·term order 
rates . With the stock sellina at 20 times ou r btlow consen· 
sus fiscal 1986 EPS estimate ofSO.90. we believe the possi­
bility of another earninas disappointment should nOt be 
ruled out. Tandem consequently remains rat~ unatlrac· 
lI\'e (4) and is lik.ely to underperform o\'er the next six 
months. 

"Check" Bul Not "ChK km.te" 
Already in alpha·test and scheduled to 10 into beta·test in 
December. Check is Tandem's first ECl (Emitter Coupled 
loaic) machine. We expect the product initially to deliver 
40-,0 •• arealer performance than Tandem's current hilh· 
end machine. the Nonstop TXP. Check consislS of a two· 
board CPU, compared with four boards in the TXP. De· 
Jj\'eries are expected to begin In March . 

Striccly spukina. Check uses ECl circuitry on chip. but 
TTL off chip. The product is based upon the Motorola 
2800 ECl aate array family (the same family used in the 
Data General MV20000 announced in mid-November). 

November 21. 198' 

Tandem Computers 
SI81/ .. (OTC-TNDM) 52·week range: S13-40If .. 

Rali na: UnaUI"I( lIve 

FY 9/30 1984 1985 1986E 

QI SO.24 SO.34 SO. 19 
Q2 O.OS 0.16 0.08 
Q3 0.23 0.06 0.24 
Q4 0.29 0.21 0.40 

Year 0.81 0 .82 0.90 
PI E 22.8 20.8 
Div 
Yield 
Secular Growth Rate .'·20", 

Development was beJun in October 1983. Significantly. 
Thndem has ~nefiled from a SS-6 million investment in 
its own protOtype: facility which has enabled the company 
to achieve 2- to J-weclc turnaround on Eel chips instead 
of 12 weclcs from Motorola. Management estimates that 
this has CUi 6 to 12 months or( the development time for 
Check. 

Check +. a version at Icut 10011, rUler than TXP, is ex­
pected to be rolled out less than a year .fter the original 
Check introduction. However. we now believe that Check­
mate, a new low-end , CMOS pte-array implementation 
of the NonStop architecture. will not be introduced URU! 

I 987-<onsiderabty later than we had anticipated. In the 
meantime. we expect TNOM to introduce another repack­
alinl of existlnl techno!olY in the mid-ranle of its prod­
uct line. 

No nStop EXP 
We believe that 'Tandem's product line wiU e\,entuaUy be 
broken down into three product cateaories: 

• TX-Hiah·perfor mance. comput~r ~nVlronm~nt 
syS t~ms. 

• EX-MNium-ptrJorman~, copier ~n'll"onm~nt 
sySl~ms. 

and poSSIbly: 

• OX-compact. o/fic~ tn\lironm~nt machmts. 

Uk~ th~ EXT. rondtm 'sJorthcoming EXP syst~m is not a 
n~w procasor but a r~pockagtn' 0/ uiJtinl pro«SSOf 
[«hnolol)' with cost~/tct;'II~ pmph~rals that can ~ USfti 
oUlsid~ th~ traditional comput~r room ~nVlronmtnt (sn 
Tobit I). Most significantly. U P WIll mO\l~ Ih~ pu/orm· 

Table 1 
S,"SIefDS Orrerings by Envlronmenl 

Computer Room 
Copier Envitonm~n( 
Office En\'ironment 

Stephen K. Smith (2 12) 71)·2518 

TXP Ch«k: TXP 
EXT E..X'r. EXP 
Non~ Ch«kmate 

Tondcr:l 
Infoi"ma~ion (,,-, ~ . ~: 
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PaineWebber 
anu 01 TXP infO a "copi~r room" systlm. EXP will sup­
port bofh NonStop II (th' samt as EXT) and TXP prOCtS­
sor boards In tilt sam, cabintl. "'~ uf}tCt th~ machi'" 10 

bt Introduct(/ of th'Sam, timt as or SOOn ajf~r th~ Ch«k 
annOUnctmlfll. BlSldu win, n~w fHriphtrals. lilt £XP 
.... /11 alsO ItalUrl a compact n~w I/O board which makts 
uf,nsiv, USt 01 CMOS ,alMlrrays and rtplac,s at ItaSI 
fi~'. boards III Tandtm's pr~'Jlous system. 

Mort Allffsshe Prlclna: Mort Ptrttlvtd Than Real? 
When IBM beaan to distribute the Suatus Computer 
STRA product, IBM chose to price the S/ 88 higher than 
its manufacturer had done. When it recently raised the 5/ 
88 to ",eneral availability" IBM chose to tag it at the 
same price charaed by STRA. Ho ..... ever. IBM charles sep­
arately for software, which is bundled in the STRA price. 

Partly In response to this, we believe, Tandem manage­
ment recently informed us that with the new products, we 
will see a sl,nificant chang~ in TNDM's pricmg structurt. 
Basically, 'A'e expec:t TN OM to cut hardware prices and 
raise software prices. Nevertheless. this could be perceived 
as more lUres,iv, pricina similar to what DEC has suc­
ettded .... ith for the MicroVAX II, despite iu high software 
priCes. 

Tudtm's Peklnl Probltm 
Simpl)' put, Thndem has one price. Since its ~hole philos­
ophy is based upon a modular approach to reach of aiven 
le ... el of performance instead of a discrete set of products 
spanninl a performance range, price changes can have a 
dramallc impact at Thndem. For example. Thndem clearly 
underpriced theTXP when it was introduced m late 1983. 
Since the TXP offered :almost three times the performance 
of NonStop II for onl)' a 30'1, hiaher price, Tandem cut its 
price/ per transaction/ per second of proc::essinl power so 
drastically that it shot itself in the foot: In the following 
quarter TN OM had an earninls accident. 

Similar problems plagued the EXT introduction and that 
of the new Guardian 90 operatina s)'stem, which prOVided 
a substantial boost in capacity-thus extending the life of 
existinl hardware installed. Therefore we are unlikely to 
see a dramalic chanae in TNDM's o~'erall pricing with the 
Check Introduction. Furthermore, our recent dealin,s 
..... Ith manaaemenl indicate thaI TNDM's ,alesforce al­
read)' belie ... e the price is competitive, i.e . . that the prob­
lem (demand) lies elsewhere. Con~uently, barrinS the 
POSSlbllit)' of considerably more IUressi\e pricina from 
IBM and Stratus we expect li.ndem to be able to deliver 
on itS promise to keep Iross marlms o ... er 6017, ovcr the 
next 12to 18 months at least. 

The Dtmand ide of Iht Equation 
We believe thai three key factors ..... 11I3ffecl demand for 
Tandem systems over the course of the ne1(t 12 months: 

• The 18M/ Stratus Marketing push. 

• The economy. 

• New applications. 

Ccn IBM Fr'tt. thl Marh,' 
IBM is serious. Its Customer Announcement letter (or the 
System 88 (IBM's name (or the Stratw product line) opens 
by ,ayina: that 5/88 is "iu mid·rongt fault tolerant offer­
in,." Other products afe clearly planned. IBM is clearly 
concerned about the initial perception that the 5/88 wa, a 
temporary, stOpaap measure. The evidence supports a 
concerted errort by IBM to hit TNDM. Specifically. indus­
try consultant ITOM Internationa! indicates that IB:vt is: 

• Pricin, 5/88 agaressively (equivalent to SUIIUS pricina)· 

• Putting in place a comprehensive support Structure to 
support local IBM salesmen. 

• Linina up ISVs (third party software vendors) and may 
even market some software directly. 

• Considerina addina VARs/VADs to participate in the S/ 
88 proaram. 

'filly Is IBM So InlMI on Slopplnl Tandlm' 

Simply put: 

I) IBM does not like 10 lose. especially in itS major ac­
counu. (TNDM claims 21 of the top 2S domestic banks 
are its cu.stomers, u well as every major automotive 
manufacturer in the U.S. and many in Europe). 

2) It recolnizts HI A (hilh availability) as a Irowing sen­
Sitivity among its loyal customers. Accordinl to lTOM 
International, IBM's top 7S accounu have iRcrel$t'd 
their expectations of overall systems ava.t.lability from 
98.3~ in 1982 to 99.S", in 1985. (For further informa­
tion, see our orilinal fault Tolerant Status Rlport 
dated January 20. 1983.) 

J) In aeneral. Tandem's solution to the needs of large­
scale OLTP applications is, we believe, clearly superior 
to IBM's traditional mainframe approach and is still 
probably one of the industry's "best kept secreu." 
(What customer, given a cost advantale by USinl 
TNOM in a cmical on-line application, is loinl to do 
his competitors the favor of letting them know how he 
did It?) 

4) OLTP is one 01 (he most important markels m thl 
computer mdustry. Instead of updatina information In 
batch fashion, companies are increasinaly aMious to 
ha ... e It kept up to date on a minute-by-minute buis. 
Furthermore. new applications such as ATM and POS 
could nOt exist "'Ithout complex on-line support sys­
tems. OLTP is effectively replacing usc of the batch 
s)'stems on .... hich IBM mainframes evol ... ed. 

S) IBM dfHS not ha,,~ an t/lKIn·t solUllon. OLTP appll­
calions ha\'e very different needs from those of the 
batch systems for which IBM mainframes .... ere onal­
nally desianed. They need: 

J 
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• Continuous availability (fault lolerance). 

• Modular expansibility (The ability to add processina ca-
pacity in small increments). 

• Networking and distributed database. 

• Security. 

• Low cost per Ifansaction. 

• Raw processinll po~er. (Mrunrrame processinll po~er is 
not growing fast enough 10 handle the needs of an 
increasing number of large on-line applications .) 

IBM's customers ha .... e become increaSingly aware of the 
limitations of a Iraditional mainframe approach 10 solving 
these problems. which has led to the growinS recoanilion 
of TN OM among major IBM accounts . 

What Can/ Wifl IBM Do about It! 
IBM should never bt underesllmated. IBM's biglest ad­
vantaae in OLTP has nothina to do with its products. Sim­
ply put, OLTP applications are $0 important to the cus­
tomers that implement Ihem that vendor selection is the 
dominanl issue. The computer system is an increasmlly 
vital element of a company's product difrerentiation-as 
firms such as Federal Express, GM and Citibank will 
clearly attest. 

Therefore, IBM does nOt (does it ever?) ha'{e to have the 
bt-St solution. However, the user community is clearly in a 
quandary. IBM's early attempts at hllh availability (on the 
Series I and 8100 series) failed miserably. While standard 
database offerinas such as oB2 and IMS increasinlly of­
fer high-availability options, performance is a never end­
ina issue. (Many medium-sized OLTP applications can see 
a day coming when a single mainframe's capacity will not 
bt- able to keep up with the explosive arowlh in transac­
tion volumes.) IBM's solution for the bluest on·line 
applications-TPF 2-is extraordinarily difficult to imple­
ment, and thus can only be attempted by IBM's laraest 
and most loyal customers (Even $Ome of those have found 
TPF 2 far more than they barlained for) . 

Althoulh ~e would be Ihe Jasllo claim that STRA's $Olu­
tion 15 in any ~'ay comparable to Ihat of Tandem for so­
phisticated OLTP applications, it provides IBM With some 
ans~ers. Firsl . it allows Ihe IBM salesmen to claim, "We 
ha\e thaI 100." when talking about fault tolerance. Sec­
ond. by "rronHndinl" an IBM mainframe system, the 
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STRA product could ~lIentually address many of the 
problems that the IBM mainframe stratt,y currently 
faces. Third, (while we strongly disagree) Stratus is JNf'­
ceil/cd to have a superior saludan to Tandem. The Stratus 
product has momentum-it's "hOL" 

In the long term. we believe IBM will add faulHolerant 
capabilities to its mainframe family in an incremental 
fashion. and WIll introduce fault -tolerant versions of its 
smaller systems . Ho~ever. for the first time it has al least 
a superficially convincing aflument against Thndem. The 
impact of the IBM / STRA proaram is consequcnlly likely 
to be a major neaalive for 1llndem in fiscal 1986. 

HoptS for I Sironi Stcond Halt 
At iu recent analyst mectin •. management indicated that 
it remains cautious for the first half of fiscal 1986, and 
that auregate performance for the third and fourth quar­
ters of itS fiscal 1985 is a better representation of the cur­
rent situation than the surprisina strenath seen in the 
fourth quarter alone. 

We remain concerned over the near-term outlook, espe­
cially for the second and third quarters of fisc:aI1986. 
(The first quarter should benefit from normal seasonal 
factors . ) Further, new product introductions can cause u 
many problems as they soh·e for Tandem, due to the pric­
ina issue di5cwsed earlier. We consequently project EPS 
ofSO.90 for fiscaJ 1986. with profits for the first half 
down 46'7t and the second half up 94.,. over the year­
earlier periods. 

PrittS 0' Companies Mtnllontd: 
Citicorp (CCI-S46) 
Data General (DGN-S421~) 
oiaital Equipment (oEC-SI16Ye) 
Federal Express CFoX-S5I ¥ .. ) 
General MOtors (GM-S70¥ .. ) 
Int'l. Business Machines (IBM-S139) 
Motorola (MOT-S35 Ih) 
Stratus (STRA-S21Ih) 

PaU'Ic\Iotbbcr Incot'poI'attd and/or Rocall MOiIt Inc .. an aml&l.,ed corpo­
ranon of Palnc'lAotbbtr tncotpol'lted, has acted I" alIln~atmtnt NlIllllli 
UPKU7 for Ciucorp 
PalntWdlber Incorporlted Ind/or Rocan 'Ioioslt Inc .• InlHihlled «II'po­
ration of Paln~riIborr tntOt'poI'attd. II\Ikts I mark~ In l'lndtm Ind 
Seraill'. 
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BUILT-IN-SELF-TEST FOR THE TANDEM NONSTOP CLX PROCESSOR . 
Garcia, David J. 
Tandem Computers Inc, Cupertino, CA, USA 
Conference Title : Digest of Papers - Compcon Spring 88: Intellectual 

Leverage, Thirty-Third IEEE Computer Society International Conference . 
Conference Location: San Francisco, CA, USA Conference Date : 1988 Feb 

29-Mar 4 
E.I. Conference No.: 11490 
Source: 1988. Publ by IEEE, New York, NY, USA . Ava i lable f rom IEEE 

Service Cent (cat n 88CH2539-5), Piscataway, NJ, USA P 520-524 
publication Year: 1988 
ISBN: 0-8186-0828-5 

1/3/4 
02645381 Monthly No : EIM8809-049273 

HIGHLY INTEGRATED, FAULT-TOLERANT MINICOMPUTER : THE NONSTOP CLX. 
Lenoski , Daniel E. 
Tandem Computers Inc, Cupertino, CA, USA 



Conference Title : Digest of Papers - Compcon Spring 88 : Intellectual 
Leverage, Thirty-Third IEEE Computer Society International Conference . 

Conference Location : San Francisco, CA , USA Conference Date : 1988 Feb 
29-Mar 4 

E.I. Conference No. : 11490 
Source: 1988. Publ by IEEE, Nev York , NY , USA. Available from IEEE 

Service Cent (cat n 88CH2539-5) , piscataway , NJ , USA P 514-519 
Publication Year: 1988 
ISBN : 0-8186-0828-5 

1/3/5 
02645365 Monthly No : EIM8809-049257 

DESIGN CONSIDERATIONS IN REPLICATED DATABASE SYSTEMS FOR DISASTER 
PROTECTION . 

Lyon, Jim 
Tandem Compute rs Inc 
Conference Title : Digest of papers - Compcon Spring 88 : Intellectual 

Leverage, Thirty-Third IEEE Computer Society International Conference . 
Conference Location : San Francisco, CA, USA Conference Date : 1988 Feb 

29-Mar 4 
E. I . Conference No. : 11490 
Source : 1988. Publ by IEEE, New York, NY, USA . Available from IEEE 

Service Cent (cat n 88CH2539-5), piscataway, NJ, USA P 428-430 
publication Year : 1988 
ISBN : 0-8186-0828-5 

1/3/6 
02645363 Monthly No : EIM8809-049255 

NONSTOP SQL - A DISTRIBUTED RELATIONAL DBMS FOR OLTP. 
Holbrook, Robert 
Tandem Computers Inc 
Conference Title : Digest of Papers - Compcon Spring 88 : Intellectual 

Leverage, Thirty-Third IEEE Computer Society International Conference . 
Conference Location : San Francisco, CA , USA Conference Date : 1988 Feb 

29-Mar 4 
E. I. Conference No .: 11490 
Source : 1988. Publ by IEEE, Nev York, NY, USA . Available from IEEE 

Service Cent (cat n 88CH2539-5) , Piscataway , NJ , USA P 418-421 
publication Year : 1988 
ISBN: 0-8186- 0828-5 

1/3/7 
02645226 Monthly No : EIM8809-049118 

THERMAL CHARACTERIZATION OF A 149-LEAD VLSI PACKAGE WITH HEATSINK . 
Wesling, Paul S. 
Tandem Computers Inc, Cupertino, CA, USA 
Conference Title: Fourth Annual IEEE Semiconductor Thermal and 

Temperature Measurement Symposium, Proceedings 1988 . 
Conference Location : San Diego , CA, USA Conference Date : 1988 Feb 10-12 
E. I . Conference No .: 11491 
Source : Publ by IEEE, Nev York, NY, USA . Available from IEEE Service Cent 

(cat n 88CH2530-4) , Piscataway, NJ, USA P 62-65 
publication Year : 1988 



1/3/8 
02639541 Monthly No : EI8809082151 

SILICON COMPLIERS TAME 10,OOO-GATE-PLUS ASICs, GATE ARRAYS . 
Stenzel, William J . 
Tandem Computers Inc , Cupertino, CA , USA 
Source: EON v 33 n 9 Apr 28 1988 P 195-200 , 202 
Publication Year: 1988 
CODEN : EDNSBH ISSN : 0012-7515 

1/ 
2635925 Mo 0 : EI8809086107 

COMPARISON OF ABRA ISTANT MATERIALS F 
T\ieet, David E. 
Tandem Products Inc, Bloo . , MN, 
Source: Bulk Sol ' ing v 8 n 2 Apr 198 
Publica ' ar : 1988 

BSHAD7 ISSN : .0173-9980 

1/3/10 

-243 

02594996 Monthly No : EIM8806-033244 
INDUSTRY APPLICATIONS FOR NETWORK SERVICES. 
Clemson, Gaye 

1 

Tandem Computers Inc, Cupertino, CA, USA 
Conference Title: Proceedings of the National Communications Forum . 
Conference Location: Rosemont, IL, USA Conference Date: 1986 Sep 29-0ct 

£.1. Conference No .: 11141 
Source: Proceedings of the National Electronics Conference v 40 n 2 . Publ 

by Natl Electronics Conference Inc, Oak Brook, IL. USA P 952-955 
publication Year : 1986 
CODEN : PNECAC ISSN: 0077-4413 

?tl/3/11-20 

1/3/ 11 
02581485 Monthly No : EIM8805-029436 

SUCCESSFUL PRODUCT MANAGEMENT IN A DYNAMIC TECHNOLOGY ENVIRONMENT . 
Jolls, Robert T. 

1 

Tandem Computers, Cupert ino , CA, USA 
Conference Title : Proceedings of the National Communications Forum. 
Conference Location: Rosemont, IL, USA Conference Date: 1986 Sep 29-0ct 

E.I. Conference No. : 11141 
Source: Proceedings of the National Electronics Conference v 40 pt 1 . 

Publ by Professional Education Int Inc, USA p 270-271 
Publication Year: 1986 
CODEN: PNECAC ISSN : 0077-4413 

1/3/12 
02553754 Monthly No: EIM8803-016395 

FAULT TOLERANT ARCHITECTURES THE TANDEM APPROACH. 
Rasala, Edward J. 
Tandem Computers, Cupertino, CA, USA 
Conference Title : Proceedings of the National Communications Forum . 
Conference Location : Rosemont, IL, USA Conference Date : 1985 Oct 7-9 



E.I . Conference No .: 10852 
Source: Proceedings of the National Electronics Conference v 39 . Publ by 

Professional Education lnt Inc p 740-745 
Publication Year : 1985 
CODEN : PNECAC ISSN : 0077-4413 

1/3/13 
02314212 Monthly No : EI8709088396 

DISTRIBUTED COMPUTER SYSTEMS: FOUR CASE STUDIES . 
Gray, James N.; Anderton , Mark 
Tandem Computers Inc , Cupertino, CA, USA 
Source : Proceedings of the IEEE v 75 n 5 May 1987 p 719-726 
Publication Year : 1987 
CODEN : IEEPAD ISSN: 0018-9219 

1/3/14 
02260060 Monthly No : EI M8707-046610 

ACCEPTING DIRECT CONTROL IN MANUFACTURING . 
Joyce, Richard 
Tandem Computers Inc 
Conference Title : Official Proceedings of the Second International IMS 

' 86 Conference . 
Conference Location : Boston, MA . USA Conference Date : 1986 Oct 27-31 
E. I . Conference No. : 09714 
Source : Publ by Intertec Communications Inc. Ventura, CA , USA P 313-319 
publication Year : 1986 

1/3/15 
02258672 Monthly No : EIM8707-0 45064 

ONLINE STOCK TRADING SYSTEMS : STUDY OF AN APPLICATION . 
Sammer, Harald W. 
Tandem Computers Inc , Frankfurt . West Ger 
Conference Title : Digest of Papers - COMPCON Spring 87 : Thirty-Second 

IEEE Computer Society International Conference . 
Conference Location : San Francisco , CA, USA Conference Date : 1987 Feb 

23-27 
E. I . Conference No .: 09694 
Source : Digest of Papers - IEEE Computer society International Conference 

32nd . Pub I by IEEE, New York , NY, USA. Available from IEEE Service Cent 
(Cat n 87CH2409-1), Piscataway , NJ, USA P 161-162 

publication Yea r: 1987 
CODEN : DCSIDU ISBN : 0-8186-0764-5 

1/3/16 
02258667 Monthly No : EIM8707-045059 

INTEGRATIO~ OF OPTICAL DISK INTO MAINFRAME SYSTEM SOFTWARE . 
Loventhal, L. Bruce 
Tandem Computers Inc, Cupertino , CA, USA 
Confe rence Title : Digest of Papers - COMPeON Spring 87 : Thirty-Second 

IEEE Computer Society International Conference . 
Conference Location : San Francisco, CA, USA Conference Date : 1987 Feb 

23-27 
E. I . Conference No .: 09694 
Source : Digest of Papers - IEEE Computer Society International Conference 



32nd. Publ by IEEE, Ney York, NY, USA . Available from IEEE Service Cent 
(Cat n 87CH2409-1), Piscata~ay, NJ, USA P 138-141 

publication Year : 1987 
CODEN: DCSIDU ISBN : 0-8186-0764-5 

1/ 3/17 
02258665 Monthly No: EIM8707-045057 

COBO~ 1985 ~ANGUAGE . 
Nelson, Donald F. 
Tandem Computers Inc, Cupertino, CA , USA 
Conference Title: Digest of papers - COMPCON Spring 87 : Thirty-Second 

IEEE Computer Society International Conference. 
Conference Location: San Francisco , CA, USA Conference Date: 1987 Feb 

23 - 27 
E. I. Conference No.: 09694 
Source: Digest of Papers - IEEE Computer Society International Conference 

32nd . Publ by IEEE, Ney York , NY, USA . Available from IEEE Service Cent 
(Cat n 87CH2409-1), Piscata~ay, NJ, USA P 130-133 

publication Year : 1987 
CODEN : DCSIDU ISBN : 0-8186-0764-5 

1/3/18 
02129617 Monthly No : EIM8611-075808 

PATTERNING OF THE PO~YIMIDE USING AN ERODAB~E MASK. 
Garcia, Socorro ; Mathur, Vishnu 
Tandem Computers Inc, Cupertino, CA, USA 
Conference Title: 1986 Proceedings Third International IEEE VLSI 

Multilevel Interconnection Conference . 
Conference Location : Santa Clara, CA, USA Conference Date : 1986 Jun 

9-10 
E. I . Conference No.: 08607 
Source: Publ by IEEE, New York, NY , USA. Available from IEEE Service Cent 

(Cat n 86CH2337-4), piscataway, NJ, USA P 283-291 
publication Year : 1986 

1/3/19 
02109134 Monthly No: EIM8608-051724 

WHY DO COMPUTERS STOP AND WHAT CAN BE DONE ABOUT IT? 
Cray, Jim 
Tandem Computers Inc, Cupertino, CA, USA 
Conference Title : Fifth Symposium on Reliability in Distributed Softyare 

and Database Systems - Proceedings . 
Conference Location : Los Angeles, CA, USA Conference Date : 1986 Jan 

13-15 
E.I . Conference No. : 08269 
Source : Proceedings Symposium on Reliability in Distributed Softyare 

and Database Systems 5th . Pub I by IEEE, New York, NY, USA. Available from 
IEEE Service Cent (Cat n 86CH2260-8), Piscataway, NJ, USA P 3-12 

publication Year: 1986 
CODEN: PRDSEJ ISBN : 0-8186-0690-8 

1/3/20 
02095549 Monthly 

CA~I8RATION OF 
No : EIM8606-036199 
A SEMI-ANECHOIC CHAMBER FOR FCC OPEN FIE~D SITE RADIATED 



EMISSIONS MEASUREMENTS . 
Pettit, G. S.; Grebenkemper, C. J . 
Tandem Computers Inc, Santa Clara, CA, USA 
Conference Title: IEEE 1985 International Symposium on ELectromagnetic 

compatibility, Symposium Record . 
Conference Location: Wakefield, MA , USA Conference Date : 1985 Aug 20-22 
E.l. Conference No .: 07907 
Source : IEEE International Symposium on Electromagnetic compatibility 

1985 . Publ by IEEE, New York , NY , USA . Available from IEEE Service Cent 
(Cat n 85CH2116-2), Piscata~ay , NJ , USA P 176-182 

publication Year: 1985 
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Tandem Computers Inc. 
Software House Survey 

-Carol E. Muratore , CFA 
Susan J . Griffiths 

SecuflllCS 

• Software houses pleased with 
Tandem product s but uncertain 
of its commit~ent to 
cooperative marketing • 

• Benefits to revenues and 
earnings of larger software 
library 12 months in future . 

. . ~. '. '. -.. , ~ ..... -.... ", 

June 18, 1985 

TNDM (16 1/8) -- aTC 

Earnings Per Share 
Fiscal YeAr Ending 
~ 9i8SE 9 / 86E 

$0.81 $0 . 97 $1.26 

DJIA: 1301.76 
s,p 400: 187. 04 

PiE 
12a~~ 
16.6 

Priced 

SUMMAR:! AND CONCl-USIOIi 

Ind. 
IUL 

as of 

Q~1 D1QD 
:!i£l~ Ii l-

3 3 

the close , June 

Shares 52-
0/5 Week 

(11111 . 1 BAnge 
42 . 2 29-13 

17 , 1985. 

~ with Tandem's limited softw6re library in fiscal }984, 
~of total revenues were generated from new applications 

and half of Tandem's new custo~ers were obtained because of 
specific applications soft .... are, many of which were supplied by 
third-party software houses. 

To get a better reading of the future impact on Tandem, we 
conducted a survey of its third-party soft .... are houses . The 
survey results were generally positive, but it will take 
ti~e for the positive steps Tandem has taken to influence 
fundamentals . 

While we would like to be Inore posi t iv e on the stock , we are 
~aintaining our 3-3 rating. As our survey results indicate, 
there is still execution risk i n Tandem 's strategy. I f 
Tandem can implement its plans successfully , it should wean 
sustainable and profitable growth, but 12 months away. In 
the meantime, Tandem stock has a ceiling in the low 20s . 

SURVE:! SUMAI!:! 

We surveyed soft .... are houses participating in t he company's 
Alliance program for cooperative marketing during t he first 
quarter of 1985 . The results were generally posit ive: 

Opinion Legend : N . Op to 6 Months , L - 6 t o 18 Months 
1- Aggressive Purchase, 2 - Accumulate , 3 • Aver age Performer 

4 - Swap , 5 ~ Sell 
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• TAnde received extraordinarily high marks for its products . 

• Ninety-three percent of respondents stated they were not 
plAnning to change vendors. 

• Moat respondents described their potential markets as big 
and largely untapped. 

• AlEnoat all respondents believed the slo .... er revenue gro ..... th 
Tandem has been experiencing is due to manage~ent actions . 
The consensus that a slo .... ing gro\o'th rate is not due to any 
limitations dictated by rr.arket potential is encouraging. 

On the negative side: 

• 50\ of respondents believed that Tandem was not committed to 
third-party software houses. 

• Many co~plained about a lack of guidance from Tandem 
rega rding product di reet ion . 

• Few of the software houses participating in our survey have 
large roarketing staffs or nationwide coverage. 

MANAGEMENT'S RESPONSES TO OUR SURVEY 

Management stated in response to our survey results : 

• The Alliance program, initiated about one year ago, is still 
experiencing growing pains. The commitment at headquarters 
has not been transmitted to the field in a consistent 
manner. Managen,ent stated it has addressed these issues and 
perceptions should be improving. 

• Product direction has not been clearly articulated because 
the company bas not had its product vriorities in focus. 
The conlpany is currently in the process of explaining its 
plans to its field organization and custo~rs. 

• Management stated that all products and features described 
by our survey respondents as desirable future products would 
beco~e Tandem products during the next 24 months . 

• Tandem's manageD1ent agreed that its slo .... er than expected 
revenue growth is of its own doing and believes that 
applications software for its targeted market segments-­
Manufacturing, Banking, Telecommunications, point-of-sale, 
Airlines and Federal Government--.ill be key t o generating 
higher revenue growth. 

-2-
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,1fty-thre. percent of the 47 software houses listed in Tandem's 
AlliaDcc Dircctor,Y (October 1984) responded to our survey. Five 
of the re'fondenta were not actively marketing software for 
Tand •. Our responses are tallied from the 20 software 
hou ••• (43' of total) that co~pleted our written questionnaire . 
In roat ca". , we followed-up wi th in-depth telephone interviews . 

-3-
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Prudential-Bache 

l'Ab1l£tI ALLIANCE PROGRAM 
S~RYEX OF PARTICIPANTS 

CT DESCRIPTION 

B •• pondlng .oftware vendors by Industry: 
Nymber of Vendors 

Banking/Finance 8 
Manufacturing 5 
Non-Financial Service 1 
Communications 1 
CrOBS Industry, 

General and Miscellaneous 5 

Total 20 

~OTE: All but one of five vendors jn Manufacturing has packages 
inltallable at custo~er sites now. 

OOESTION: Bow long bave you been shipping your product? 

1· , 
I ' .. , .. 

"" ""rI "" r"1, I 

j 

'" 

.. , 
Conclusion: Assuming 6 to 12 months for selling cycle, there 
could be Iflore market impact in 1986 than 1985 from newer 
packages. 

OOESTION: Bow aany installations do you bave currently? 

J 
~ 

I 

Two-Thlfdl of Rl'IopOtIdtnu H..,. F ....... ' Th~ 20 
1"ltII1111onl At P,....,L . 

105 610 \110 '130 31-40 110 

Conclusion: This is a n indication of the newness of some 
software recruits as well as their limited marketing resources . 
Tandem will need to increase the number of software houses and 
help existing ones broaden their markets _-

-4-
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Prudentlal'Bache 
Seculltles 

00 STJO I lov .any in.tallationa are planned for the nezt siz 
nth.? 

, 
J .. 
j 

Ovtf Eighty Ptrctnt hpec:t Innall.llons 
of 100' Leu Dunn; Nut SUI Month •.•. 

15 610 11 20 2130 31040 
N .. m~ of PI.rtntd Inna'I, loons 

T01l1 RUPO"' IH 18 

Note: The number of packages can be misleading as some vendors 
have several modules for a given application environwent 
and each is counted as a separate package. Other vendors 
may sell one large package . 

Conclusion: Tandem's revenue boost froDI soft .... are houses still 
~ode.t; ~ore and larger soft .... are is required; ~ore and better 
Tandem support to maximize their geographic penetration. 

QOESTION: What is the price range of the product? 

Almost 40% of Package' In S3()()'SOOk Price Ringe ... 

SI0·100 

To~1 Rt~Wl 18 

S1CJO.300 $ JOO.5Ob 
Product PYiet RJinge 

(In S Thouundsl 

S SOI).I ,SOO S 1,500 l ,SOO 

Conclusion: Expensive packages, concent[ated in Banking/Finance 
and Manufacturing, are important strategic sales for Tandevl; the 
applications are critical to the end users. 

-5-
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Prudential-Bache 

U SPO IS IIf I NDDSTRf I 

• r .. .... ,r-..... , .......... ,.-

:JJ" n" 

r , , 
t . 

I , 
L '" ! I 

"" 
I 
, '" '" 

• !.-::-""",.J: .. ::-~",,,,,,:-" 
JOG w ItoO JIoOI; ,...,... ... ,. .... • ~ loe:JO;; iOCI liO. 

100 lIIO !lOCI '''''' ltOO 
"' •. It"a 11.""", 

Ii '" 

• 10 100 100 iOCI 11,00 
100 JOO liOO 1100 .00 ...., .... , ..... " .... ,,(. 

1 '0 1110 lIIO MID 1~ 
100 JDD SOO ttoO ..., 

~I't"," . ..... ." 
110 100 

100 )00 ,$00 lWIO 
"'OO...cl"'-t.~ 

n, 
•• 

, .......... I 

10 .. ,,_ , , .... .. _. 
too. ""_ • , • • ""'- 1 

QOESTJON: What size coapany or organization would use your 
8oftvare? 

Over 70% of Software Packeges Aimed At Fortun. 1000 Market ... 

SrMII· 
Med,um 

Fonunt 
2nd SOO 

Fonunt 
SOO 

SIlt of Comp.ny 

All 
50 ... 

loal Rtsponlft 18 

Conclusion: 
the greatest 

Tandem's focus i& 
revenue potential 

on the Fortune 1000 market , ~lth 
and also the stiffest competition . 

-<-



SPONS!S 8Y INDOSTRY, .... 
• 

A • • • • • : • : : , 

h .. ~_' 

• c.- --.,. ..• 

~ , .... 
, , 

, ...... -' . 
t • • ",- ... , 

Conclu.ion: ~ewer ~acket& ior Tandem less focused than 
Banking/Finance on very large user61 but will require more 
ee.oureee and skill to penetrate. 

OUBSTION: Does your progra. run on NonStop I+? NonStop II? 
TXP? 

• .. 
'''' '''' .. , 

j 
! 
I 

• 
, ... "'"'- It 

Conclusion: Tandem needed the recently introduced EXT system, 
capable of running all Tandem software, to plug gAp at low-end of 
processor range. 

OOESTION: Is your product (A) typically the reason for the 
hardware sale, (B) sold as an additional application 
at existing Tandem aites, or (e) eitber c,an be the 
case? .. 
~ . 
• • 

'" . 

1 
., " . '1 

~ 
¥ ~ 

" ~ '" ~ 
, • • • I(too,> ..... k""", .... _ ... ........... .... 

I" Sot,.. .... .... _ ,- _u'_ leu 11._ II 

" .... , .... t ..... "' .... 
C·I ..... · U"IDf~~ ... 

Conclusion: Tandem sales support is ~ritical to sales. 

-7-



Prudentla " Ba~h~ 

USPO SIS BY I IIDOSTIO': 

.~' ==-=----, , .... '~ """, , ....... ' ....... • " 

1. 
n' 

" 
• .~ ,,', 

f "X" '" '" f 1 
• c c c c 

... _I 

~ .. , ......... , .. ~ ........ , . ..,.. ......... __ .. .... ..... .. .. ... , ..... -~,. 
I'" • "" ,," tAO 

Conc lu . i on: More selling of Tandem systems required outside of 
Banking/ Fi nance, where there is an obvious fit . This underscore E 
need for ~ore effective sales and marketing . 

OUESTION: Do you intend to offer your program on an entry level 
Tandem processor? 

Amon All Software Houses Plannmg to 
Support New Lower Pucld Processor ... 

YES 
Total RHponsei 17 

NO 

NOTE: Only 1 of 6 in Banking/ Finance did not intend to use entry 
level Tandem processor . 

Conclusion: Lower priced machines a ccess more potential 
customers . Por software houses with fixed cos t s f or software 
development, lower entry level prices ace always important . 

-8-
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UlSTJO I It ye., wIll tbi. be Important to your marketIng? 

J 

E,,,,,,ry Percent ot All R .. poncilnu Btlitv.d Entry 
Mac:hm' Would Be 'mporunt To Efforu ... 

YES 
foal Rtlponlotl 15 

NO 

NOTE: 1 ot • Cross Industry and 1 of 1 Communications coropanies 
responded negatIvely. 

-9-
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PrudentIal-Bache 
Securities 

at i. the .i.e of the .alesforce for the product 
Mntioned? 

J" " 

j : 
1-____________ 1::::::": ':':::::3 

D 5 • 10 

ToU IIIftW'Oft " 

Conclu.ion: Ta ndeD needs mo re and bigger software houses to 
l ~v . r. g. appli cations. It al so must devise ways to help the 
.mAll e r . oft war e houses reach the entire insta l led bas e . 

OOESTION: What is the average amount of time required to sell 
your product? 

• 

. 
• 

........ , The 'lid ..... ,,_ ... Sa ~.,. ..... ,.,' .... 1_ 

.,. 

, . 
"" 

. " ,-'" ' ... 

"" 

... " 
Conclu8ion: Benefits to Tandem of additional software houses not 
imnedlate; may be 1986 or 1987. 

RESPONSBS BY INDUSTRY: 

1: 
j: "" 

,,-

, ........ '- .c.- ..... '" 

" 
,,-

T_"'_,"" T_'''~'.' ,_'" t_ .. --. t ..... ............. 

Conclusion: Selling cycle longest in Banking/ Finance; Tandem'S 
diversification efforts into Manufacturing aryd other areas may 
sho rten selling cycle. 

-10-
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QOISTJO t Do~ • •• ale require cooperative customer aales efforts 
wIth Tondr.7 

T",,~m,rds of Silts Requ lr. JO'"t Efforts of Tandem .nd Software Houses ... 

o.J.-_ .......... ";O; 

YES NO SOMETIMES 

TOl. RnP'O"'Ih 20 

Concl u.ion: 
progra .. Cor 

Tandem must have an effective sales and marketing 
third~party software to be successful. 

RESPONSES BY INDUSTRY: 

~"C''''''Oftt ..... ot.-toonl 1III1q""1't the IrIIOIl Ta'ldtm 0.,.., [ Non . " , .... .. ,," .... ) c.-_ .. _ ) ........ K' .. • . ........ , . ......-t. 

• 

L 
.... '" 

" " 
• 
j : n • vu NO .... 

.~ 

1«. " __ t 

Conclusion : 
competitivet 

"X,, 
l 

'"'-

1 
1 11 ~~ 

vu 00 0-
.~. . .~ 

, .. . ~1 lew ""-- • 

Kanufacturing newest market for Tandem and most 
it requires mos t direct sales effort froM Tande m. 

-11-
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OD!STION. at are your e.tt.ated total re.enue. for 1984 and 
projected re.enue. for 1985? 

• 
" • .. " 

J 
• 

• • 
1. 

fI 4' )1 . \ 

, J '" '" 
1 

• .. .. " 0 100 "no 

, . -
,-~,. 

ConclUlionr Tandem softwa re house s are small and will requi re 
T.nde~ lupper t t o l everage t hei r appl i cat ions t o a br oad ba se of 
cu.torrer • . 

QOESTION: Are you .taffed to e.ploit your total aarket 
dome. tically and internationally? 

.. 

• 
o 

(..,,"" ~1 01 Soh .... HOU. l HoI Suftld 10 
.. hploll Cu • ..,,' "" .. ~" '0_"" 

>I ... 
, 

~ 

" ''10. 
(% y " , " .. 

1 
". --.0 

1_~1' 

RESpONSBS BY IIlDOSTRl'. 
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Prudential-Bache 
SeCUrities 

00 6110 I Are you r .Il e. and . Iles efforts focused i n certain 
geographic a real 7 

" ]:::;::::.:;::::::::::::;-----, 

J 
• 
L 

Conclu.Jon: Sales efforts limited by resources of small software 
house. and often focused on Tandem 's installed base , which are 
potentially easier sales , rather than on new custo~pr6 . Good 
~.nagerent of ~arketln9 effort needed by Tandem to gain maximum 
advantlge from applicltions availability _ 

- 13 -



00 STION, Bow llrge do you estimate the market for your product 
to ~? 

-. 

HI" of The Respondtnts Estlmlted M,rk't Size AI Over $100 Million ... 

Ton RuponWi 14 

$100 51000 S>OOO 55000 

Eu ,m.ttd M.rhl S,t 
Un S M ,JllOn,) 

>S5000 

Conclusion: Market size not a constraining factor in any of 
TlndeDI'. markets. Critical path is Tanderl'l 's learning how to 
e.ploit markets most effecti vely. 

QUESTION, Bov such of this .sti.ated .arket has been penetrated? 

" 

75" BeIi*Ytd Markel Penetration Under 10% .... , 

10.~ 

MIt"'1 Ptnev.tlQn 

NOTE, No material industry differentiation in responses . 

Conclusion: There is large growth potential for Tandem . 
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00 STIO I Ie tber. mucb competition? 

J 
• 
i 

.. ." ': 
~ 

I 

• 
• , 
, .,. 
,.~ ... I' 

'''' 

j 
•• 

Conelu.10n: Much of Tander"1 's success will depend on how we ll it 
d •• l. ~ ilh co~petjtive pressures as it ~o ve s out of niche markets 
into bro.der areas like manufacturing . 

RESPONSES BY INDDSTRY: ..... . .... -.. . ...... • , c..-' .. J ..... - _ , ..... _ , . --.... *- • e._r... ..• ... 
I '" . " 

- ,-
I 1 ... • .,. NO ." 

, ... -.-. I 'tot. "'-'"' , 'tot. "-.... 

! 

t 
." , ... ",,-, . •• 

, 

~ .. 
., 

QDBSTION. What bardware does the competition uoeo? 

DEC, Tlftdlm.-d IBM Mon Of"" C,'" Compel"on 

Conclusion: In many areas, Tandem software houses compete with 
one another. Otherwise, Tandem must compete ~ith marketshare 
leaders IBM and DEC. 
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OOISTJOH, Po you consider Tande. proce.Bor. an advantage or 
disadnntlge? 

Mon ~ r.,..., A M_Ull"l """, .. mtt 

" r ." 
•• " 

1 • r , 
'" '" • .... ~ .. D'~""'''' ..'" To,,""~ .. 

Conclu.ion: Software houses have chosen Tandem as a superior 
ttchnical solution for their specific applications. 

OOISTION, Is fault-tolerance a .. jor lelling point in your 
.. rket? 

'"'' ' .... _11111~ "" ......... " ' .......... a.' n 
• 

'" , 

'" , , 
1 
~ .. , 
1 

, 
• ... ... 1Oot" ~ .. n 

1 ____ ... 1'0 

Concl usion: Signs of niche ",arket applications in high 
percentAge of respondents seeing fault-tolerance as major selling 
point. 

IU!SPONSBS BY INDUSTRY, 

, .... '_ ... s.--.o '..-----, 

I' • • 
J, 

''''' 

-
'"" ""--' I 

1 -....a ...... 

- ",r , ~ 

YU NO .... 
,.~ 

, ....... '- • Ct_~·. 

"" JO'r IH' 
1 I 

m "" ..... m "" .. -
,.~ ,~ 

T ... ~. , "It_,. 
Conclusion: Tandem needs to compete on other system attributes 
beside fault-tolerance outside of-Banking/Finance. 
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.. 
J: 
• 
f • , 
• 

OOISTION. 81.1 you i~ll .. nted tlult-tolerlnce in your 
application? 

" l;~~:.f~"~"':::~~"'~"--~~I~.:"':':.:.:"~"~F~~~':'~T:~~"'::~ __________ ~ 
'I' "+--~""--. 

• 

Conclu.ion: High percentage of fault-tolerance i mplementation 
reinforces niche characteristics of 6oft~are houses. 

RlSPONSBS BY INDUSTRY: 

I_'.-"C o" ' " , c---",. _ , w. ...... "" ... .., .,-... '- • er-t....,... • 

11 s, 

"" 
~ ~ ". ,.. 

'" lIfO 10""( '" "'0 SOt.II .... , V15 ... , V15 10.' -" .. .. ,., W H. ... , .~, -" 
, ... .. ...-... I ,.~~ ... I To," ... _ •• , •. ""'-... , ... ,,_. 
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STIO.. 00.. your progr .. rUD OD equipaent otber tban 
".nd •• ·.' 

i 

J 
z 

""'y Hilt of Rtspondtnu' Sottw •• 
Supports Other V.ndors 

YES 

Tot.1 Rt,potl5f1 16 

NO 

&qul~nt otber tban Tandea'a .entioned in response to prevIous 
queationz 

IBM. DEC And H·P Most FrequentlV Cited ... 

5,-------------------------------------~ 

L z 

.BM 
Tou. RHponsn 8 

Conclusion: Tandem's competition is not Stratus, but ~arket6hare 
leaders IBM, DEC and B-P. Although Tandem's .yste~ is better 
lui ted for certain applications it must be competitive with these 
broad-based auppliers to grow In the general transaction 
processing market. 
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OOISTIO • leh •• ndor vaa your original hardvare platfo,.? 

'_ . ... L • • ,1, ..... ,. ,-

.~ -__ t •• , 

... 0-" 

--. .. 
• • • • 

,.111_,,)4 

QUISTION. Ar' you eonalderlng additional vendor.? 

RESPONSES BY 

, ,... . .-... ,. ..... 
...... ----.. 
• 

.. 
•• ! 1 . .", 

i ' . 
j . 

• i 
• 

'" NO 

' ... III~' ., 

INDUSTRY I 

, ........ ·on ... · ... 

i: -
, .... 
I : 1 .... '" k .... .... 

,> -"., 
NO 

1 .,.L._~_...J 
YU 

'.u' ~.l 

NO ,.\001._- 1 10" __ • 

n' 
",,", ~-.... , 

Conclusion: There is more competition In Tandem's ne~eI targeted 
~.rkets than In Banking/Finance. 
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d1t1onel .endor. aentioned in response to previous question: 

~.ntlon.d 
Number of percent of 

YeDda!. 
Responses 

:fatal 

1811 
4 

50.0\ 

Data General 
1 

12.5\ 

Digital Equjp~.nt 
1 

12.5\ 

B. 1.tt-packard 
1 

12.5\ 

1 
12.5\ 

INTEL 

QOBSTION, a.pected tim. frame? 

Half Would Add Another Vlndor Wlthm 12 Months ... 

3~--------------------------~ 

33 J'I 
333'0 

I 
j 
~ , 
z 
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QOISTIO I 

Prudentla!·&:d 1(:-
Secur"I€S 

~n dJd you choo.e Tande. as a hardvare vendor ? 

,'" •..• c.... ,.,.,...,. Th_ Of ...,. 'v..,. • 

• 

J 

1 : 
• 
• 

• 

... 

I'" " 
,.--. .. ,Il 

",.. 
1 j 

1 

I 1 

"., " 

"" 

~ 

, ... 
R ••• onl aentioned. for choosing Tandem as a hardvare vendor -- in 
repon •• to previous question: 

" ....... 
o •• 

or 

:" -...,------' 
· .. · : .~ . 

: .: .. 

• 
. '" 

, • • • • 
c-- ..... . . ..... , 
0..--_ '. ~_.' u'" ~~~. ~----------------~------------~ , , 

.~ ,''''-'" 
1M. 'I . ......... " 

concl u.ion: Many software houses chose Tandem over 3 years ago 
when emphasis was on fault-tolerance, these are niche market 
applications. Company is currently stressing trensaction 
processing and modularity, which was the reason for choosing 
Tande~ in fewer cases. 

QUBSTION: lire you pleased vltb your decision? 
~"Ot,..,..........K--.'" .. a.-~ , ....... 

" • .. 
r-" " 1 : :.i 

• . . ... 
" ,-, ... .., 100'"'1","'" 

, . .. 111_ 20 
Conclusion: This Is a very high satisfaction level . The complex 
tasks Tandem's software houses are trying to accompliEh are well­
suited to the capabilities of the Tande~ products . 
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Prudentla!-Ba:;hc 

£STIO I 
at are tbe aajor adventages of usin9 Tandem? 

FtuI1 Tol.rlnct Stili Vtf:~.d AI Major Advlntlge 

" 
I ... .. ~t .~~.r 

(. .' tly 

'I,.. 0f'I "'cau-"I 
Ciood 0 II Good f r S1·t~m 

Goof Otrf'IO pfM" t ToOIl 

MA ... , ".cor t <Oft 

ArtU .. S. "II ,,~ 

..... \ ~ (hi 

OCESTION: Wbat are tbe disadvantages of using Tandem? 

M.ld ..... I• COl\. No EnlrV ltye' Svuem 

POOl Mllk.t Arcogn.l!Of't Not IBM 

Slow BitCh 
LICk 01 Sohw.f, 'Clcn.td Au;:h,t.(tull 

Lack of Cofpor.t. O,rectlOfl 

!tOO' OW.IC)pI'Mnt Tooh 

Poor OEM O,.counU 

O,tfo(1,l l\ Re.' Time Apploeat lOnl 

u dt 01 Commun.U'hOf\I 

16-B., PrOCC"OI 

f . .. omt"" to CtrU ln Softw.rr Vrndon 

HardWII'f Cost Stili Most Frequent Compl'lnt 

Hl/mOel 01 Ruponlu 

TOlll Rtlponlotl 4' 
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Prudentlal·Bache 
Securlltes 

STJO I 
.t J. your opinion of Tande. ' s TXP processor? 

'" 

ST"[NGTHS 
TOI' "HCO"tf' 11 

• 

,­
"lePl 

WEAKNESSES 
TOI" R."lO"WI 7 

Cone] u.ion: ""ith TXP, TandeC'l has not 81 tered hi&torical tr ade ­
ofC. oC good transaction processing versus weaker batch and the 
frequent co~plaint of higher cost . As Tandem pursues more 
rain5tceam and Iflore competitive Jl"'a rketB, it will need to improve 
on itl weaknesses. 

OOESTION: Wbat i& your opinion of Tandem's new personal 
co.puter? 

_ .. Hr"to . 

Reasons .entioned for negative opinion of Tandea' s personal 
co.puter; 

Dt •• '. 

Conclusion: Tandem's PCs will meet same fate as other non-IBH 
systems vendors . Beating IB~ in a high-volume product like PC 
will not be possible. 

-23-
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Prudentla/'Ba(;he 
Secunt .es 

00 nolO I et produell are you ..,.t intere.ted in .eeing Tandem 
nl .... 7 Seel e of 1 - 5 (1· higb degree of 
inler •• t, ... 5 • nO interest). 

A Low-priced Proeeaaor and Better programming 
Aida " oat Deaired New product. 

lc{ 
lc{ let lc{ 

3'. 'Itt:& ". 
lc{ 
~ 5'. RW 'JlJlN. - 1'. ~ 2'. 'DXal 

.r - -
~ ...,y-:""': pi! '" 1.6 13 72.2\ 1 5.6\ 2 !l.l' 1 5." 1 5.6\ 

..... .r_....- 2.' 7 41.2\ 2 !l.a. 3 17.6\ 3 17.6\ 2 ll.a. 

2.6 
, Zl." 

, Zl." 
, Zl.5> 2 !l.a. 3 17.6\ 

~P"'-" 
2.@ 

, Zl." 1 5." 7 41.2\ 2 !l.a. 3 17." 

-'" 
3.1 3 17." 3 17.6\ 1 5." 5 29." 5 29." 

..a ~ apt4UtJOl 
2.1 6 40.~ 3 1O.~ 3 1O.~ 2 13.30 1 6.7\ 

alIII 
1.9 7 46.7\ , :Ii.7\ 2 13~ 1 6.7\ 1 6.7\ 

... tca lB\ cut- )td11ry 2.2 6 11." 5 31.3\ 2 12.!O 0 3 lB." 

,...",xk _.,. • t. 2.3 6 11.5> 3 lB.a. , 25.~ 1 6.30 2 12.5> 

~.f .... tlU) 

qont.Inl .,-
2.l 

, Xl.a. 3 Zl.1 2 15." 3 23.1\ 1 7.7\ _ U> __ ~ 3 21." 3 21." 5 15.7\ 2 14.3\ 1 7.1t 

2.e 
, 33.30 2 16.7\ 1 8.30 3 25.~ 2 16.7\ --- , ..... 

C 2 22.2\ 
ICA 
~ 

2 22.2\ _.-.<JaI- 3.5 0 
, Xl.a. 1 2 6 46.2\ 

3.2 
, )6." 0 0 

, )6." 3 71.3\ 

""" 
1tul """-

18 

Conclu6ion: Tande~ needs to beef up the mundane parts of its 
product 11ne to compete effectively with entrend,ed vendors as 

~ore than a niche company. 
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CO llnlO I 
It 1~.lntlg'. ~oe. tbe Alllince progra. offer? 

~~.:.:::::-- -
CiI ... - ..... ~--.. -. ... __ _ _ 0-

.. -. -... . " ... .....-. 
", ........ .. ...... 

.. ~ • • _1 . ..... ,. 

... -""- .. 
. , 

. .. ... 
,J' 

I,J\ ... 
-~ ... 
...:"" 

.. ." 
~ 0' 

, 
.., .. 

, • • .. _"'_ ... 
Conolullon , 'fInd, .. II In early stages of I.-plen,entlng an 
.((fctiv, ao{tVlre house strategy. ~uch more support ana 
con.lItenO} II needed. 

OO!STIOH, What Ire its strongest points? 
f'oo ........ """ (;01. ~0IIf\1 iII40Il ,-" . ....... ,,. 

....... ...- . 1\0 ... 

1,1 , ' 

~ " " , 
; " , .. """ 011 . ...-_-

- , , , ........... -.-.., 

00 

conclusion : Tandem has made Borne progress by setting up ~echani8ms for referrals and hardWAre discounts. But follow 
through. measured by responses to tlop follO\oling t\olO questions. 

not yet effective. 

QUESTION, What are its weakest points? 
.....--1 .... ' R~.DoNoI"'_1--1 c-_. 
f-__ """"_.--J 

Jl " 
N _'C. I . ' 

.....-~IOOI ..... _ ... ~ 

..... c--"""""""."' .. --. -
, 

, 
, .. 
" .. 

~ n'" .. " 
, , • 
~.~ 
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I II 
"Illanc 

I' 
I ' , . 
J : , 
• 

Prudential-Bache 
sec:vl, I '::S 

f a 'aad • aottvoro bou.e before tho 
rot r .. , ba. "lllanco cblnged tblngs? ... ... ._ ...... 

, .. 
... 

... • 
tr . ... _ 11 

£1 l.v.n of 15 r •• ponG*ntl ~ere Tandem 80ftware houses before 
~lllonc. rogr •• -

OUISTIOH. 
~. rande. oller you adequate .upport in 
l.chnlcal/do.olopment .re •• ? 

'''4 • • ,.. ... " ... 1-.........,'" ....... " '. , .. 
.J 

&: ., 

J 
• ! 
• 1 

, ~" , • 
f • , ,. 

... ... • 
'r. ""'-' '. 

ConclUlion: Tandem's strengths are its products ; ~arket and 
~.rket planning are ~ore of a challenge. 

OOESTIOH: Doe. rande. offer you adequate acceS6 to nev product 
pl.na and direction? "'" 0..-.1...... 0..""-- ,..." ........ , 

'r"~:=-- --;:::=:i~ " ~ 

r: 
'''' , , 

1 . , 
• ... "" 
l_~lt 

Conclusion: Tandem has confused custoll ,ers over the last towo 
year s 1 clearer product direction is needed. 
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00 J I 00 • Tand 
'11 rt/ine 

oU.r ),ou 
nthu? 

Prudentla/·5a:h: 

adequate dileounta and {inanclal 

....... ~,. ,0.""" _ Of 

• ... . .. , 
• 
• 

J I 

J : , . 
f, , 
• 
• .. 

' . .. 
Conclu.Jon: To attract .o!t~are houses, Tandem will need to be 
.or~titiv. with IBM and DEC. The {ollo~in9 response indicates 
thal it i. not there yet. 

OO!STION: Do otber yendor. offer better discounts and/or 
co_i •• ion.? 

• 
• n_ 

I 
I • : - : 
; , 
I 

,,, 
• - , 

4 
, 
• ... 

QOESTION: Save ~ande. Salesmen an incentive to refer business 
to you? 

Hilt a.I ...... l..-m s.lftlMn 1_1.d To fI..l ... ThtfOIlkI...eu 
Aft, 

m 
lo~ "'-> .... ,. 
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Prudentlal·Bache 

10 I DO l 'J eSo 107 

• • 

I: 
,,,. ,,, 

, 
l' ,- ." 

t . ........ 

Conclu.lon, c;e09r1phlC conllatency and better r.anagell'ent needed 

to exploit availlbl •• oftware . 
011 STIOH. 10 ~.nde.·1 current market organization and direction 

belpful to you? 

~_"~I:",,~_,~,,~o---T.~"--~_'-W-.-'-'-' _S'-"-W~~------------------, 
~ 

... 
T.~ ~ ..... "" ,. conclul

lon
: Tandem has not generated clear enough signals over 

lal
l 

twO year. for a concensus of opinion to have been reached. 

QOESTIOH: 
BoV does Tandem's Alliance program compare to other 
bardware vendors' arangements? 

.,,, , 
• 
• 
• ]1.' " ., , '" ""'* ,, " 
• i 

, ?t. 
• ....... '-

lo~~ '4 
conclusion: Tandem must compete with larger vendor. for .oftware 
houses efforts; the Alliance program needs to become more 
competitive in its incentive, support and execution. 
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v •• • 

. -

r. any a.ptct. of Alliance you would like to 
119'" or I r09ed7 

50 

.. .. , .. 
" .. 
' .. ....... . , , 

• 
Tou II ........ 10 

STIONa Do you think Tandem's management is committed to 
.upportlng third-party software vendors? 

• 

l' 
L 

• 

....,1 Do ,It' ...... I" T..wI....., I Cof'rom,''''''''' MOtMf Thud 

II "-1'1 Su" 

"" ~ 

'* ~ ~ 

'" •• 
, ..... -- " 

RBSPONSES BY INDUSTRY: 

, -' ,''~oe:01 ,~""'I 1 N . .... ·." ... ... 
4 ......... r .... "'. ~ " •. -... .... 

• I, ~ '" 
2 

. , , , r ''''' ~ " " ~ ". 
, 
• 

• 
'" .. .. - ns •• $o- m .. So- '" ' 0 So- H' •• So_ -, "~ . ' 

.~ 
.. ~. , ........ 

,.tooI ~, ....... 1 
, .... ,,", __ I 1 loti It,~ ~ 1cou·-.~ • 1 01 ..... ~ • 
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PnJdentlCll-Bache 
secuflt>e'S 

, .. ". "0 
.' ... C.nt dhappolntln

g revenue. and 

.. rnlll9' 
I. Cl.tS yOUr .al •• 7 .. , .... ' 

, . 
1 . ' 
l ' 

• ,~ 

, I 
• ,n 

... 
, .. .........-'. conClu.lon, ,.al-vorl d i"U" of ""king "lIi,nce program ",ork 

and nt- reduct. "o.t I~port.nt to gaining new busin.

Ss

• 

What do yOU think cauoed Tande.'S grolo/t
h (ate to 

-...-' _IO'W"C,'" ... t ....... • p.-.... c;...""" .. 0015'1'10 , .10.,7 
_ ... _ _ ... 1 • ., 

....... ~-.... -...... 
c.-"'~"""""'" ,--..... ~' ....... 
.... . '" .... 
Cooo .,. -pO" • • • • , ....... 0,. ....... ,..... , 

conclu.ion: Encouraging that no lIIarket limitation heading the 
li.

t

. Revenue alo",dololn is of Tandem's o",n doing and can be 

corrI:Cte'" 

..---• 

"re yOU considering changing vendors peca
use 

of 

!'ande.'. recent (eBul ts1 
..........- ()ooe< IO'Iio Ot ,~. "' .... '"' 
~o-t''''.'''''''-'''''~ 

conclusion: 
products it 

" 

1 1 , "'" ... .. .t:::::::::::::L--.-J 
Tan

delll 
has a loyal grOUP of soft",are houses ",hose 

should exploit 1II0re aggressivelY , 
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I Ar.'" cu.tOIMU tbot you know blPPY witb ""ndem'. 
A) Prod~ t ••• ) Product Direction. C) Sal •• support , 
DI •• ,.Ic •• I) ,rlclng? 

Cu. ..,. v.ry, V.,y eo y with Product., Sll .. Support And 
,.Ic., ~ • So Wltb Product Direction And Pricing . •• 

,.-.. . .. .. 
J ~ ,-
I : 
, 
.' ot. 

• -" 
c ... --.. 

n .. 

}: 
, 

I . 
, 
• .,. 

t .. • --- , . 

conclusion: 
Tandem needs 
cODipeting in 

• ... , 

J • ,,, .. 

• ! 
. 

"', 
,. I 

, 
! 
• 

'" •• ogh'1 ,,10000 

• ,.01-" 
D .... ~ .. ., .. 

" .. 
I: , 

» .. 1 : , .. 
, 

• ... 1 
0 

• '" '" 
'" 

1IO'\t1 ",NOW ,. ... _ IJ 

, ..... 
~ ... 

I 
• 1 

}. 
I 1 . 

, 
.... • ,.. 

I 
1 .. 

• '" --
, ... -- ,. 

SeIDe 8et of strengths and veaknesses reconfirmed. 
to be more aggressive in pricing especially when 
its newer targeted ~a[ket6. 
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Prudential-Bache 
secufll<es 

lor 
I 

l • c" r. 
taJhtlot. and/or 

Janning to .nlarg. tb.ir 
add n.v applicationl? 

; l. __ ------~::::~.:< ~::::J::::::.~::::j .. . ... 
conch.

ion
• Eo'Y .. ~ndlbilitY of Tand.", ,Ylte",' encoures

e
• 

(uat r UI'9,ad •. Additional Tand." products would encourage 

.' I Itl-a plication cu.toror .. pan
llon 

• . 

"' .......... " 

O'l 101. IOn yOU ob •• rv.d aucb turnovor in the Tande .. 

•• II.rOrc.? 

.... 
I' - , ... , 
. ' "I' 

1 . 
• 
0 

, .... ,,~ l' concl
u

•
lon

: Salo.forco, and salts lIlanago",ent i.,uo. are often a 
proble" for coo,panl e• in transition frO'" one ",ark.t focu' to 
ano

th
•

r
. There "a' no cl.ar indication that the turnover has 

.Io".d or that th.re ha' been any noticeable il!\prove" ent in the 

vu 

quality of the .al.,forc • . 

QOSSflON. I' tbi. turnover .loving? 

"" 

NO 

1,a ""~ • 
-32-
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Prude"ttal-Bacht:. sec ... ·,!,e5 

J1'IO I DO 
, •• oCt. 

baY' • good. vtll traln~d .al~sforc~ nov? 

0"-"""· '0 
I . 

n .. 

• .. " 
• 
• 

• 
• I • • , 

• 

I • 

I I 
• • • 

.. 
• • • · • 

I 
N. 

• "j"f •• 
• n 

~IO I 00 yoU .grt. vlth .ana9~.~nt·. decision to 
conc.ntrat. on blgb_pertor •• nce business? 

-' 

. I--~':~­
• 
I : , . 
t ;' , 

'" 
« c 

I 

conclullon: The hi9h_perfor~ance tran.action processing market "'9~.nt d.~and' taat (and faster) processors . Tandem ~ill 
continue to increase performance at the high end. 
QCz5T

10N

: Vbat are your expectations for Tande. sbort term? 

. 0 

'" 
, ....... _ .. ' 1\ 

1 .... Th'" £.opKt l~ ~ ShOrt ltnfl " .... '0 1 
. ........... --• ,," ""-, . 

• . . 

~ '" '" 

I 
',",' 

~ 
,~ , 

t2' 

, 
,l' -o ..... , ... -

conclusion: There Is no sense that Tandem has accomplished all 
that 1. required for it to rebound short term. 

, ... """""",",' 12 
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Prudential-Bache 
Secuntles 

" ntf.l~p.ehe Securities makes a primary over-the-counte r 
~r tt in the .hares of TandeQ Computers, Inc. 

C.rol t. H"r.tore, erA 
PH) 2)4-1430 

Su •• n J . GrJffJth. 
(:1:) 2)4-)472 

85- 602 

-34-



---
Copyright 

Tandem 
Information Center 

INVESTEXT/COMPUTERS AND OFFICE EQUIPMENT 
JANUARY 20. 1986 

Tandem Computers - Company Report 
~UDENTIAL BACHE SECURITIES INC. - Muratore, C.E .• et al 

-13-85 (RN-513708) 

Tandem Computers 
• Company repositing for better profitability and growth nearly 

complete. 

* E.P.S estimates $1.05 in FY86 and $1.50 in FY87 . 

• Negative E.P.S. comparisons liKely in the first half FY86. 

* Rating raised to 2-2 from 3-3. 

TNDM (21 3/4) -- OTC 

Earnings Per Share Shares 52-
piscal Year Ending P/E Ind. Opinion O/S Week 

9/85 9/86E 9/87E 1986E Div. Yield N L ("i1.) Range 
$0.82 $1.05 $1.50 20 . 7X 2 2 41.6 29-13 

DJIA, 1511. 24 Priced as of the close, December 12. 1985. 
SOP 400, 229.56 

Opinion Legend: N • Up to 6 Months, L - 6 to 18 Months 
1- Aggressive purchase, 2 = Accumulate, 3 - Average Performer 
4 • Swap, 5 - Sell 

INVESTMENT CONCLUSION 
We have raised our rating on Tandem atocK to 2-2 from 3-3. There 

are still risks in Tandem's earnings during the next six months, but we 
believe they are already reflected in the stock's price. Tandem has 
spent three years grappling with its own coming-of-age problems and a 
more competitive IBM. The company has made significant progress in 
three of four critical areas. The progre •• made to date will improve 
its earning_ performance in fiscal 1986. Our FY86 E.P . S. estimate of 
$1.05, recently increased from $0.80 per share. 1s based on these 
factors: 

* Margins have bottomed. Financial controls have already improved 
gross margins; operating costs are management's fiscal 1986 target. We 
expect operating aargins to improve to 9.3' in FY86 from 8.0' in FY8S. 

* New product introductions -- both recently announced and 
expected through fiscal 1986 -- reassert the company's leadership 
position in the high performance on-line transaction processing market. 
New disks, operating system and high-end processor will increase 
transactions per second performance to four to five times that of the 
TXP when it was introduced . A new high-end processor is expected in 01, 
1986. 
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• ~re appllcations software will facilitate new business. Tandem 
hal finally forged 4 productive relationship with its growing number of 
third-party eoftware houses. The new applications will help Tandem 
elol • .ore bu,ine ••• 

Tende. need. to create a forceful marketing and sales program to 
.liver it. product me •• age aore effectively. This is the major unmet 

challenge of 1986. It is also the difference between the company's 
ring at 17'-201 in revenues, which is reflected in our estimates, 

and lOt per year, aa it could with proper implementation. 

H nage.ant ia appropriately cautious and spending will be under 
ti~ht control throughout fiscal 1986. The first quarter of fiscal 1986 
(Dece.ber, 1985) earnings per share are projected at $0.21, almost 40' 
below fi.cal 1985'. first quarter. The Harch quarter has been a "black 
hole" for earning' the last few years, we are prOjecting $0.14 E.P.S. 
in .econd quarter FY86. 12' below prior year. A new high-end processor 
will bUOy revenues beginning in the first quarter of calendar 1986. Its 
• jor contribution will be to increase the predictability of ship.ents 
r ther than dra.atically accelerate revenue growth. More stable 
quarterly revenue •• however. will lead directly to higher earnings per 
.hare. 

Our earnings per ahare estimates are $1.05 for fiscal 1986 and 
$1.50 for filcal 1987. Our calendar 1986 E.P.S. esti.ate is $1.15. Our 
earnings per shares esti.ates are based on our increased confidence 
that Tandem's cost controls and improved product margins are 
sustainable. 

Tandem's Progress Has Been 
Significant In Most Key Areas 

We have been chronicling Tandem's progress in repositioning its 
products and the company for a more competitive environment for three 
years. Tandem faced a particularly difficult transition: the company 
needed to respond to IBM'. increased product and marketing 
aggressiveness (for Tandem, the IBM 308X .ainfra.e serie. and 3380 
disks, first shipped in volume in 1982), as did every other vendor. 
Tandem. however, faced all of the problems of a high growth company in 
adolescence at the same time: poor controle. overspending, R&D 
bottlenecks and lack of direction in the field organization. 

Since then Tandem has: 

• Enhanced and broadened its product line. Recent products 
include a new version of its operating system, Guardian 90, which 
doubles transactions per second and improves batch performance four to 
five times. Very sophisticated high performance disk drives, 
.anufactured to Tandem's design by Fujitsu and Hitachi. catapult Tandem 
into the lead for fast access, high density storage. This is critical 
to Tandem's on line transaction processing customers and alleviates a 
performance bOttleneck in Tandem's systems. 

More products are planned for fiscal 1986. including a new 
high-end early in the year. We expect that the new processor, along 
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~lth the recent operating system and disk introductions, will improve 
overall .yate. performance four to five times. The TXP and EXT will 
a'9' te downward in packaging and price, which will give Tandem strong 
price/pertor.ance acro •• its product line. This aggressive 
price/perfor.ance adjustment in the TXP and FXT lines should alleviate 
4 proble. Tande. encountered when it introduced the TXP in September. 
1~81. TXP shipmentl grew very rapidly. but Tandem was surprised by the 
f 11-off in de.and for its older systems as customers unexpectedly 
view the TXP ae a replacement for earlier products. This time, new 
pock 9109 and significant price/performance improvements should 
po.ition all aodel. well for continued growth. 

Tend •• gained good control over the productizing of R&D last year; 
n w product. will be introduced on a more timely schedule than in the 
po.t • 

• Inaugurated financial controls and planning in most key areas. 
The fir.t to show improvement was .anufacturing; fourth-quarter fiscal 
1985 gro •• aargin. climbed to 63' from fiscal 1984's average of 59'. 
s.cau.e of i.proved efficiencies in assembly and test, the company 
anticipate. that the higher gross margins are sustainable. 

The field organization is now the chief target for better 
efficiency. Two layers of field management have been eliminated; at 
the .ame expenditure level. therefore. Tandem will have 20\ to 30' aore 
direct .alelpeople in fiscal 1986. There il considerable effort on 
in.tituting better sales forecasting for i.proved predictability. 

We are optimiltic that Itructural changes in the field can improve 
Tandem'. profitability while increasing its effectiveness. Tandem has 
.pent about 40' of revenues on S. G & A; this is 10 percentage point. 
higher than almost every competitor and. we believe. unnecessary. 
Structural changes can reduce S. G & A as a percent of revenues by two 
or three percentage points fairly quickly. Our estimates assume a 
three percentage point decline by fiscal 1987. One structural change 
which should help both expenses and revenues is the creation of a 
CU.tom software group at headquarters. In the past, Tandem's local 
.ale. offices have taken on sophisticated projects for customers which 
have absorbed local resources for months. destroying sales 
productivity. These projects will now be aanaged by a centralized, 
revenue-generating group at headquarters. leaving the local sales 
officel free for lelling . 

• Establi.hed a productive rapport with independent software 
houaes. After a slow start in early 1985. Tandem has taken the 
initiative to leverage its expanding third-party software house roster 
with equipment grants. invest.ents and national marketing support where 
appropriate. It is seeking independents in targeted markets. This is 
a breakthrough for Tandem. whose actions toward the software houses 
have been ambivalent until recently. NOW. these relationships are 
getting high level. consistent attention. Applications software is 
critical to Tandem's ability to quickly and therefore profitably enter 
new markets. In the next six to 12 months. many new applications 
packages should be available. 
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M rket!ng And Sale, The Remaining Unmet Challenge 

Whether Tend.a', revenues grow at 17'-20', as in our model, or at 
30' depond. on how the company directs its sales efforts. The 
• le.forc. worldwide will be retrained in the first quarter of calendar 
1986 to .ell Tend •• '1 exilting unique ability to integrate distributed 
tran.ac Ion prace"ing with IBM mainframe data bases on-line. Tandem 
ne I • le,force c pable of differentiating its products and 
t rgeting appropriate applications. 

Whether Tend •• i8 particularly successful at this challenge will 
De aore pparent in the second half of fiecal 1986, when other problem 
rea. h ve been celolved, the new high-end 18 shipping and more 
pplication, .oftwere is available. Tandem'. products and their 

prlc./perforaance in on-line transaction processing maintained the 
coap ny', revenue growth at 27' in fiscal 1984 and 17' in fiscal 1985 
J.lpite the changel of direction at the company and a weak economy in 
1985. A aore foculed and disciplined 8ales organization should be able 
to do better. 

Tend •• 1, emerging from this three-year hiatul in a strong product 
polition: 

• Ita proprietary solution for the on-line transaction prOoce.sing 
aarket r.aain. the best one for applicationl requiring over 5 
transaction. per second . 

• Tend •• ', existing hardware and software platfor •• will be able 
to lupport 1,000 transactions per second, deliverable within the next 
two year •• 
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INVESTEXT/COMPUTERS AND OFFICE EQUIPMENT 

JANUARY 20 . 1986 

T nd • Co.putec. - Company Report 
(continued) 

• Competition , whether from IBM or Stratus . is not functionally 
eq~1v41ent And has not inhibited Tandem ' s growth. Tandem ' s own 
11.itatian. in aarketing and selling efficiently have hindered its 
revenue growth more than competition . 

• The value-added in the high performance segment of the 
tran.action proces.ing market i. expected to remain high for the rest 
of thi. decade at least. The market itself has been validated by IBM, 
both with it. OEM arrangement with Stratus and its own TPF2 operating 
.Ylte •• oftware for IBM mainframes . 

l&~ will continue to win bids Against Tandem at IBM shops. But 
Tandem'. higher performance solutions and IBM's own customers' deaands 
for OLTP have forced IBM to span a performance range of 15 to 150 
tranaactiona per second with four different, incompatible mainframe 
aoftware environments. This will ensure Tandem sales growth and 
protect ita product margins. 

IBM ' I marketing of Stratus machines will help IBM in distributed 
environments -- automated branch banking , retail point-of-sale -- with 
Stratus processors front-ending IBM mainframes. We expect IBM to win 
bUlines. with this lolution. Tandem, however. has a larger performance 
range with one operating syatem and .ore communications and 
applications software . As IBM begins national marketing of the Stratus 
proce •• ors in first quarter. 1986. we expect Stratus' direct selling 
effort. within the IBM customer base to diainish. In this context, the 
selling cycle for Tandem may actually be shortened. Instead of 
competing with Stratus, then IBM selling IBM equipment. and finally, as 
a lalt effort. IBM selling Stratus processors, Tandem may find that it 
is competing only with IBM. This does not mean that Tandem will win 
any more bids. but that the decision-making process aay be $horter. 

Tandem's management has made many of the typical mistakes in the 
last three years -- missed revenue and earnings targets and over­
optimism. for example -- and its credibility with investors has 
suffered. Tandem's management is bright but young and new to the IBM 
mainframe world . The areas which the company has improved -- cost 
controls. product development, software availability -- required a few 
tries before Tandem found the right solutions . We expect that the 
marketing and sales direction resolution may also take some time . For 
this reason. our fiscal 1986 and 1987 revenue projections are not based 
on a revenue acceleration. We would hope. however. that by fiscal 
1987, Tandem's revenue growth would benefit from a more effective sales 
effort. 

Our fiscal 1986 quarterly projections, included in Table 1, 
reflect a weak first half in revenue gains and a rebound in the second 
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half fro. new high-end processor shipments and more applications 
.oftware. Fi.cal 1986 revenue growth is projected at 11.4%. Gross 
• rgin i. 62.5' for the full year. Our proJections include strong R&O 
.pending, up 30', and S,G, & A growth limited to 13%. Pretax margin, 

t 10.4', is a .ubstantial i_provement over fiscal 1985's 9.0%. The 
coapany'. calh position is solid at nearly $130 million with less than 
$5 .1l110n in long-term debt and $8 million in long-term capitalized 
leale obligations. 
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Table 1 
TANDEM COMPUTERS, INC. 
Ou rterly Inco •• Statement Projections 
Pilcal Year Ending Septe.ber 1986 
($ Million.) 

Part 1 of 3 
Percent Percent 

percent Change Percent Change 
of Prior of Prior 

10 86E Revenue Year 20 86E Revenue Year 

TOTAL REVENUE $168 100.0% 5.2% $165 100.0% 12.6% 

Product 136 81.0% 1.4' 132 80.0% 9.9' 
Service 32 19.0' 25.4\ 33 20.0' 25.0% 

COST OF REVENUES 64 38.1% 3.2' 63 38.2' 9.2\ 
Gro •• Margin 61.9' 61.8' 

RESEARCH and 
DEVELOPMENT 21 12.5' 38.8' 22 13.3\ 28.8' 

5,G, and A 70 41. 7' 16.71 72 43.6' 16.1\ 
OPERATING INCOME 13 7.7\ -42.2' 8 4.8' -17.6' 
INTEREST, Net 2 1.2% 5.9' 2 1.2\ 27.1\ 

PRETAX INCOME 15 8.9% -38.5' 10 6.1\ -11. Jl 

TAXES 6.0 3.6' -42.1\ 4.0 2.4\ -9.8' 
Tax Rate 42.0' 40.0' 

NET INCOME 9.0 5.4' -35.8' 6.0 3.6' -12.3' 

EARNINGS PER SHARE $0.21 -37.0' $0.14 -12.6' 
Average Number of 

Sharee Outstanding 42.0 1.7\ 42.3 0.3' 
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P rt 2 of 3 

Percent Percent 
Percent Change Percent Change 

of Prior of Prior 
30 B6E Revenue Year 40 B6E Revenue Year 

TOTAL REVENU E $190 100.0\ 31.B\ $210 100.0' 20.B' 

Product 155 B1.6\ 32.6' 173 B2.4' 20.1\ , 
servIce 35 lB.4\ 2B.2' 37 17.6\ 24.1\ , 
COST OF REVENUES 70 36.B' 24.71 7B 37.1\ 21.3' 1 
Gro •• Margin 63.2' 62.9' I 

RESEARCH and 
OEVEUlPMENT 24 12.6' 33.1\ 26 12.4\ 21.B\ 

5,G, and A 75 39.5' 7.9' BO 3B .1\ 12.9\ 

OPERATING INCOME 21 11.1\ NM 26 12.4\ 50.0\ 

INTEREST, Net 2 La 54.1\ 2 1.0' 32.5' 

PRETAX INCOME 23 12.1\ NM 2B 13.3\ 4B.6\ 

TAXES 9.2 4.B\ NM 11.2 5.3\ 45.0' 
T x Rate 40.0' 40 . 0\ 

NET INCOME 13.B 7.3\ 477.9' 17 B.O' 51.1\ 

EARNINGS PER SHARE $0.32 465.7\ $0 . 39 45.6\ 
Average Number of 

Sharee Out.tanding 42.B 2.2\ 43.2 3.B' 
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P rt ) of ) 

Percent 
Percent Change 

of Prior 
FY a6E Revenue Year 

roTA!. REVENUE 

Product 
Service 

COST OF REVENUES 
Gro •• Margin 

RESIW\CH and 
DEVEU)PMENT 

S.G. and A 

OPERATING INCOME 

INTEREST. Net 

PRETAX INCOME 

TAXES 
Tax Rate 

NET INCOME 

$733 

596 
137 

275 
62.5\ 

93 

297 

6S 

S.O 

76 

30.4 
40.0\ 

46 

EARNINGS PER SHARE $1.07 
Average Number of 

Shares Outstanding 42.6 

100.0' 

Sl.3' 
IS.7\ 

37.5\ 

12.7\ 

40.5' 

9.3' 

l.1\ 

10.4' 

4.1\ 

6.2' 

17.4\ 

15.7\ 
25.7\ 

14.5\ 

29.9\ 

13.2\ 

35.S' 

27.6\ 

34.9' 

3S.3\ 

32.7\ 

30.2\ 

l.9\ 

Source: prudential-Bache Securities, Inc. 

-----

10 

.. .. 



CoPyrl9ht 
1. VESTEXT/OOHPUTERS AND OPPICE EQUIPMENT 

J~~ARY 20. 1986 

T nde. Ooaputerl - Coapany Report 
(cont.nued) 

T blo 2 
T~~DEH COMPUTERS. INC. 
Qu. rterly Income Statement Projections 
Fllcal Vear Ending Septellber 
($ Million,) 

Pert 1 o( 2 

Percent 
Percent Change 

of Prior 
FY84A Revenue Year 

TOTAL REVEmJE $532.6 100.0' 27.3\ 

Product 448.6 84.2' 24.6' 
Service 84.0 15.8' 44.5' 

COST OP REVEmJES 218.8 41.11 29.7\ 
Gro •• Margin 58.9' 

RESEARCH and 
Developllent 52.5 9.9' 34.11 

5,G. and A 210.2 39.5' 30.9' 

OPERATING INCOME 51.1 9.6' 2.7\ 

INTEREST. Net 5.2 1.0' 610.0' 

PRETAX INCOME 56.3 10.6' 11.5' 

INCOME TAXES 23.1 4.3' 17.2\ 
Tax Rate 41.0' 

NET INCOME 33.2 6.2' 7.8' 

EARNINGS PER SHARE $0.80(*) 6.2' 

Average Number of 
Shares Outstanding 41.4 1.5' 

( * ) Doe8 not include $0.24 accumulated DISC 

PERFORMANCE RATIOS FY84A 

Percent 
Percent Change 

of Prior 
PY85A Revenue Year 

$624.1 100.0' 17.2' 

515.1 82.5' 14.8' 
109.0 17.5' 29.8' 

240.1 38.5' 9.8' 
61.5' 

71.6 11.5' 36.3\ 

262.3 42.0' 24.8' 

50.1 8.0' -2.0' 

6.3 1.0' 20.6' 

56.4 9 .0' O.ll 

22.0 3.5' -4.9' 
39.0' 

34.4 5.5' 3.5' 

$0.82 2.5' 

41.8 1.0' 

tax reversal. 

F'l85A 
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Pret x 
Protit billty 

A •• et Turnover 
Peet • Return 
on A.,et. 

Love rAge 
Pret x R.turn on 
Aver ~. Equity 

T x Retention Rate 

0.106 
1.161 

0.123 
1.337 

0.164 
0.590 

I.plled Growth Rat. 0.097 

Inv.ntory Turnover 
Inv.ntori •• in Week. 
Receiv bl •• in Day. 

2.5x 
21. 2 Week. 
91.1 Day. 

Sourcer Tend •• Co.puter • . Inc. 
prudential-Bache securities, inc. 

Sourcer Tand •• Co.puter •. Inc. 
Prudential-Bache securities, Inc. 

-

0.090 
1.184 

0.107 
1.325 

0.142 
0.610 

0.086 

2.8x 
18.6 WeeKs 
90.6 Days 

1 
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Table 2 
T~ OtH PUTERS. I~C . 

\lu rterly lnco •• State_ent Projections 
Floc 1 Yo rEnding Sept •• ber 
U Mill ono) 

P rt 2 of 2 

Percent Percent 
Percent Change Percent Change 

of Prior of Prior 
FY86E Revenue Year FY87E Revenue Year 

TOTAl. REVENUB $733 100.0' 17.4' $880 100.0' 20.1\ 

Product 596 81.3' 15.7' 710 80.7\ 19.1\ 

Service 137 18.7\ 25.7\ 170 19.3\ 24.1\ 

COST OF REVENUES 275 37.5' 14.5' 326 37.0' 18.5' 
Gro •• Katg1n 62.5' 63.0\ 

RESEARCH and 
Develop.ont 93 12.7\ 29.9' 106 12.0' 14.0\ 

S,G, and A 297 40.5\ 13 .2\ 343 39.0' 15.5\ 

OPERATING INCOME 68 9.3' 35.8' 105 11.9' 54.4' 

ISTEREST. Net 8 1.1\ 27 .6\ 4 0.5\ -50.0' 

PRETAX INCOME 76 10.4' 34.9\ 109 12.4' 43.4\ 

INCOME TAXES 30.4 4.1\ 38.3\ 43.6 5.0' 43.4' 
Tax Rate 40.0\ 40.0' 

NET INCOME 45.6 6.2' 32.7\ 65.4 7.4' 43.31 

EARNINGS PER 
SHARE $1.07 30.21 $1.51 40.8\ 

Average Nuaber of 
Shares 
Outstanding 42.6 1.9\ 43.4 1.9\ 

(*) Does not include $0.24 accumulated DISC tax reversal. 

PERFORMANCE RATIOS FY86E FY87E 

pretax 
Profitability 0.104 0.124 

Asset Turnover 1.226 1.254 
Pretax Return 

on Assets 0.127 0.155 
Leverage 1. 333 1.367 

13 
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prctaK Re urn on 
0.170 ,.vor go Eqult)' 

T • aeton ion RAte 0.600 

I.pU. Or h RAte 0.102 

tnv ntorr TUrnover 3.4x 
tnY ntot G' in ek. 15.5 Week. 
ae .Ivabl. In DAYI 86.2 DaYI 

SOurce. T n~._ eo_put.rl, Inc. 
Pruden i i-OAche Securitie •. Inc. 

0 . 212 
0.600 

0 . 127 

3 . 5x 
14.8 Weeks 
83.6 Days 

Pru nil-BAche 6ecuritie. aake. a primary over-the-counter 
~r. in tho .h re. of Tandea Computer. 
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UNIX vendors are adding muscle to enterprise servers. 

By Philip J. Gill 

icrosolt'. Win­
dows NT Ad-
nnced ~er-

(NTAS) """"ring.j'>­
tern look over the low 
~d of the server- market 
last year ... corporate burns 

transfonnrd it inlO the de faCto standard for LAN 
and dep:artmentalapplication server environment&. hs 
popullllrity will only continue to rise through the next 
year, taking marke'l Ihatl~ in the one- to four-CPU sym­
metric multiproceuor (SMP) l'1UJ'ket Ilway fTom UN IX, Nov­
dl'. NetWa~. and other a1temlltiVeL Consequently. n1~ of 

Whai Users Want 

D 
Igrtal £qll~t tnJore<rVl'f'lat rts VP of AlphaSe[\'ef Ix. ~ 
neu Pauline N,st Characterizes 8S surprtsingty strong 
seMI' sales In 1995. She eted I Digital W!th knOw\llg .,,1I8t 

customers reaJlywant 
On UM"" the ~ ' Users are fina1fy catching up 'II1th the per­

formance CUM. We're begiMlng to see deployments of wrr large 
databases ,nd dlta warthooses thet fuRy txpIoIl the capabi ibes 

of , 64-bIt .rchltecture.· 
On NT 'I'ftSU. UNIX: 'w. thlnk the martlet 15 valldetinl our mt* 

tiple optfIllnl system 'P9fOIch. Our rese8lCh shows thel by the 

year 2000, 95'1' of OOt customers will tim both NT and UNIX In­
stalled In their enterprise: 

On hi.'" tacMoloCl": 'SMP and dusterinl'rt compl&. 
rnentary capabilities. SMP pnMdts more performance, While dus. 
1811n, PfO\'tdeS redundancy and availability 'lliIhOUt payinl the pre­
mium of tlardwart fault toltrance: 

58 DATAMATION 11""'11; I~. 1996 

NT &elVers will grow 60.. next year. 
prtdKu the Stamford. Conn.~ mar­

k(1 rese&rch firm Gartner- Group. causing 
Wei of Kf"\IerI running other Oper.ll1ina sys­

lmu to become relatively fbl NT loob 10 be 
lOCh a ema11UCCCSS in the low-end. tefVtt market. 

In &ct, that many analym believe UNIX server ven­
dors have already oonced~ that space to NT. 
But they haven't conced~ production-.orient«i K'I'V-

er OlwonmcntJ 10 MicroIoftllnld platfOrms. In fuct. the 
Framingham. Mass.-bued market researcher Inlem:l1lonlll 
J);UIl Corp. (IDq elllrn:lles that UNIX enterprise .erven 
alone reprat:nlcd an $18 b.IIK>o work!wid~ markd in 1995, 

- ......... ......... t, 
Alph.St,.,.., 
BUNntlS, 
DICltl1 EqulPfMllt 

and that they will maintain an annual 
growth ral~ or20tt1 or mort ror th~ 
noet rew years. due in large: pan to the: 
continuing sdoptKln of dient/lt'f'Ver 

compullng ror both new apphca­
lions and the rtholling or old, 
rccnginttred IppL Hew-Ien­
Padard prov~ its metlle agam 
last year, growing its server ~. 

ettoe. 3~ to S3.65 bilhon. In con~ 

tnasl,lB~r, sc:rvcrulcs-whdl In­

dude th~ AS/ 400-grtW I ~ 
moderate I~ to $6.'17 btllK1n. 

Although ma.infram~ .ales ar~ 
growing as u~ replace exi5tlng 

I~£:IC:Y systems with new big~lron 
technology like CMos. UNIX serven 
art laking potential market.hare rrom 
large~IYSlem venOOf'L Carl Stoll~, di­
r«lOf" or ~ marketing ror Sun Mi­
crosymms, ~~es UNlX it growing 



:lllh~ expense orlqracy sy$lc:tus, indud­
ing 18M's MVS mainfram~ sl:llldard­
beo=. 

Alier UNIX. say. G~ Lee. ruearcil 
tltrcaor for IDC. UNIX market seMce 
III Mountain View, Calif., th~ largest sin­
We server platfonn in U5e today remains 
th~ AS/ 400, larger than :;my singl~ na­
vor of UNIX. ~h~r, all UN IX sys­
t~ms and Ihe AS/ 400 constitut~ more 
than 51:* of the elllir~ Jervef market, ac­
cording to IDe. Still, anal)'lu and ven­
don view UNIX and NT as th~ two key 
operating systems for the long term. 

MAINFRAME SUBS, APP SERVERS 
Vendon and anal)'ltl say a number offa­
miliar facton will continu~ to drive serv­
er ,ales.. Fitlt. corponllt~ IS shops contin­
ue to tum to UN IX-bued enterprise 

lOa ICrveri to rq>lace mainframes u they 
)'1- move from custom to packaged applial-
be lions. Stoll~ sa)'l Sun server customen 

4et. are turning from m2inframes and legacy 

Top Server Suppliers 
calendar year 1995 resultS ($ millions) 

s.. Ttbi IT 
... c.,., (OTlIIDt WJ c-try .- •• -

en- applications to pid.aged business appli-

cations IUch a. SAP'. RI3 integrated ~~;~I~~~I~i!~~~~~ orv- manu&cruring and financial pac.bge and 
lh~ PMpleSoli's human resources and ac· 

counting IOfiwart, both ofwhK:h run on Setvera Include tradlllorlallow~ranee 
m UNIX '>'Items. Other application cate- co ""~ "'~TIO'( 

195, gories driving sales are customer call-
' Ual management aysttmS and. of coune. lnternet and intranet ap- ageability, and other abilities traditionally requiml by main-
the plicatiollL &arne usen. 
the Nigel Ball, director of serv~r marketing for Hewlett-

-ver Psdwd's General 5y1tems division in Cupertino, Calif., ex- INTUNO rORCES HAiDWAlE BUYS 
Iea- pecu HP'I already robwt mainframe replllccmtflt sales to The second factor that will continue to dnve ~er .. Ies 
..,)d, pick up steam oyer th~ next few yean u many information over the next year or two is the explosive pwth of Internet 
ett· tedlllolory shop' finally confront lhe Year 2000 problem. and World Wide Web technoJoe'es. partlcu1arly when ap-
:-in Come January I, 2000, existina ma.lllframe-based Iqr-acy ap- pli~ to internal intranet sites.. "When people talk of the In-
rev- plications that have only a two-digit dlte fj~ld will break temet, they usually t.aI..k about the software companies." .. )'1 

'On- down, wreaking havoc on user organiulions if something lOCI Lee. "But software companiel aren't making money 
1 in- isn't done to repair or replace them. Ball and othen expect (around the Internet). The only people who are actually 
1O~ that the COlt of repairing- existing Icpcy .pplicacKms wtll be making money are the hardware vendors. For instance, Sun 

the proveri>iaJltJ"IW that breakJ down many an IS shop', re- CEO Scon McNealy has stlted publicly that Sun doesn't 
are sistanoe to migrating their core. mission-ailicaJ business ap- gmente any profit &om licensing iu wildly popular Java de-

llina- plications off proprietlary mainframes to high-end UNlX 'Y'- velopment environment. Rather, Java sales are lpurring 
Iron tem&, which will be confiaured to fUll both as hoIt~tric or growth of Son', Netta Internet servers. Sun'l ten'er revenuel 
~ client! aavcr 1)'Itcma. ~ 21.5" to $650 million in 1995. 
Iiom George Weiu, director of research for distnbutn:l cornput- Unlike miIIion-aitiaJ buaines:s applications, which tend to 
~ di- ing at the Gartner Group. sa)'l that UNIX ICt'Ym continue Nn on high-end SMP boxes. intnnet dcvdopment will IpUr 
I Mi- to win acceptance in IS departments as "codon continue to Wca of ~w-end and midrvtge ICrVerI.. Ana/yIu predict in-
Ning improve II)'fitem availability, reliability, ~bility, man· tranet growth will drive sales of one-to eight-CPU SMP.,... 

<om http ://www.dlllmitlon.tllm OATANATION SUMa IS, 1996 S9 



Iem&. IOOIt of which will run NT. It also 
me3l\I that !he best Jone--cenn strategy lOT 
• tm'U' vendor is to toppon both NT and 
UNIX. and 10 provide toot. with which to 
intqnllle the two. Althoueh UNIX purists 
lilte Sun may abhor ,um • thought, HP 
and l)ieital Equipment believe they're 0(­

IMnr awomen what they want. -By the 
ynt 2000, OVa' 9~ o( our CUltomet'l will 
tuve both UNIX and NT inst:lilcd; Ia)'l 

Pluline Nifl, DEC. vice president of' Al­
pha bwineu. 

UNIX COIfIlfftItS TO SCALE 
To add pcr(onnance. the three largest 
UNIX-based aerver vmdors-HP, IBM, 
and Sun. according to IDC-are introduc­
in, long-aWllitcd 64-bit I)'1tena. larger 
SMP configul'llltions, and duslerina. Sun 
thit.pring introduced iu lntl'lll Enterprise 
laVer (amily, b:ued on the M-bil U1tl"lll­
SPARe RISC chipset. HP and IBM 
IhouJd rdeaae lhar M-bit .ystemt tOl'11C-­

time bter thil year, II)'IJean Bounan. an 
I DC UNIX m:lr'ket anal)'lt. H P will use III 
M-bit PA-8000 chip. IBM a 64-bit imple­
mentation onu Powu-PC lI'Chitectwe. 

One ICtVC1' vendor it already th~te. 

serve~, :";~~~::~:.~ 
other lor software. 

On servet hardware: 'GIven the unpredictability 01 the bUsiness ;~t,:;,~:~,: ::~~ 
No. 1 thing IS managers need to c:oncentmte on In picking a server Is 
architecture. In these uncertain limes for bU$lnesses, scalability 15 the single most impor, 
tant thing thai can reduce risk today. A Web site, rot Instance, can bea)me hot very quickly, 
so the degree of scalabl~ty availa~ to a S)'StefTl can be very Important.· 

On server applications: 'The biggest thing that's about to happen Is the emergence of 
platform-independent applieatlons. They are fundamentally going to cIlange the way pe0-

ple talk about servers. Instead of a general-purpose server, there are going to be /l'IOI't fullO' 
tJol\-6peCffic SfM!rs, sud! dallbase servers, e-maH seMf'$, applets servers.. .. Jn the old 
days of the malnframe. users W04.IId pile aU the applkatlons on a single system. lin the 
near Murel users afe JOIn. to fnO'o'e that w~ because It simplifies the way they tin ma", 
.ge their networks.' 

(OUT bitt it p t one way o(improvin&: ~ 
(onnance. - he say .. -1/ 0 will have a ma­
jor innu~ce on tyJtems ardutedures 
over the next three ye:ua.-

WeiM adds that improvut VO will be 
Clp«iaUy imponant (01' corpol'lllte in· 
ttanc:t KrVtTS-wKidy apected to be one 
o( the (UIClt growing nichCl (or tervnl 

over the next three to (our 

work t¥her, fora toflll 0(48 procc:uors. 
SMP and c:luste.ring are complementary 
lechnotog;ea.~)'1 OigitaJ'. Nist: -SM P in· 
0ftIeI ~ while dustering im­
proves availability and reliability." IBM, 
HP, and other high--cnd competitors have 
annoullCC'd plans to introduce dustmng 
but at pmstlme had no. brought produc:u 
to market.. DEC has ~ ,hipping itt 

AlphaScrver product .. Don't be fooled into 
bu«t on lhe 64-bit Alpha --.-------.------
,;,'p, (00" mo'" .h", • )'C" thinking that 64-bit 

yean. -With intranets. the 
perfonnance and usage: o( 
KI'Vers will be unpre­
dictable,- he saya. .URn: 
will be seman, a distn'bu· 
t;on diannel dun could be 

For the time bring. Ganner', Weill u)'l 

he believes UNIX vendors ate. CfllCOnced 

pretty lafdy in the higher end of the terV­

er market. ·We Vt'Of\' t tee NT tcale up into 
the Ame .pace II UN IX ter'YerI untu 
1998 or 10: Ia)'l \\'eiss,. Until th2t lime.. 
NT won't match UNIX In aca!abili ty, 
availability, rt=liability, and other featuret 

vitaJ 10 IS &hopL 

now. Now th21 major" data- ------ ••• _-.- -----
",.. """",, like In(o"",,, systems will solve all 
Or.&de. and Sybue have ---------------
.... me on boa"" UKn will of your performance 
hav~ JOme 3,000 to 4,000 - .•.. --.-. ----.--. 

applicatioN that can bottlenecks, 

globoI.-
To cope with thit un· 

known. IerVCI' vcndon need 
to provide -accor­

dion-lilte ICIlability­
throughout all aspcru 

o( thor .yltem an:::hltec­
tures, Ja)'l WOII. 

explOit the underly-
109 64~blt ard'llICdurt=, 
laYS NIIt. Digltal experi. 
meed IUrprisingty strong 
~aaleain 1995,reponlOg 
6<N> growth in AlphaServera 
running UNIX and IS~growth 
in NT terYera, according to NisI. 
TIlt' oll«-trooblcd company grc:w Itt 
total K'1'Yer revenues a healthy 44" to 
$169 billion. 

Hut usen ihoukfn't be lulled into think ­
ing that 64-bi1 chip architectures by them· 
Klve. W\lllOlve all o( their perfonn:mce 
bottlenecks. uys CanMT's WelM. -Sixty-

Indeed. the ~in,~ 
are lCa.Iingop their SMP con· 

Iigul'lltKmt(rom 16 PU. to 300r 
more. In addition, they're adding 

clustering capabdilies. which allow 

multiple SM P systems to coordinate 
loads and provide (ailsafe roUover capa­

billtlel. Agam, Dig-tal lead. the way m 
duslenng; III UNIX TruOuster IOltware 
allows up to four 12-waySMPty5l0TII to 

But Weiu believes that ceding the low· 
end tcrVer busmess to NT .. a -1o&t busl· 
ness opponumty· that ultimatdy WlU be 
self-defeating to UNIX vendors becauae 
that market Kgmml will genenate the 
greatest vorume and profiu. Thai will put 
a squea...e on 1CI'Vn" vendors throughout 
the mdustry and fora: conlOlidallon, 
-Over th~ next ~ yea ..... there WIll 
only be (our or five ~ Kn·tt \'endon.. • 
~M:t. Wciu, :P.: 

PHIUP J. GILl. IS A SAN DIWO--IlASBD 

f'1I.EELANCZ WIUTt.R /o..'m aorTOk. H I. CAN 

BB IUtAC1IW ItJ PlUUPCIu.@AOl-COM, 

I'IIID '//.". d't',"'11011 toll! 
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RAYTHEON CO. 
RAYTHEON DATA SYSTEMS 
141 Spring Sireel 
Le"nglon, MA 02173 
(617) 862·6600 

R.}thcon Data Syst~m). the dau proce Sill, diVISIOn of Ray· 
lneon Co. u .... link In)wth In 1981 R~\cnues for the group 
~ood IC $2".5 1NliIOft. ""hN.:h II.IS an 8 8' IIIC'UJe (Of the yur 

JU)'theoft o...a SY~lcms' blagc~1 teH':nuc produccr 15 liS 

hne of 11"4-compatlble Icmun.&ls Producu sud! u lhe I"TS 100, 
)270 Inlclllp' Ic:.mll\ll , m 1200, bl,h end 3270 Inldhpl 
Icnnllub. and m 2000 aecou.nttd (or $100 mIllIOn In uk) lase 

l"" 
'The company also Soells dlslnbuled dill' process,", S1' 

ICmf under !he 1'J'S/1200 name Such product. k'COOnled (Of S25 
mllhon '" rewenucs Its! )'CM .se"",,:c an.! m'Jnlcn~ (or 
R.)'theot! prodUCU a(C(IIUnled for ItI()(her S45 militofl 

One: of IN: tnljOr foclUCS of the company's dfons IS liS 
wont proceuUI, buSUle i. ",hx:h brou,hl In S1!1 mllllOO In In· 
cn~ In 1931 The company .UM 10 min the .offlCe of the fu · 
ture nw\d by comblnln, the lI.ord proccU.1nl upertlSC lhal II 
boo,hl ... hH II KqUU'Cd Le",tron In 1977 .... llh the c\~ncncc 
thai II hu ICqUIt'td Inlernally In dati processl"l _ 

To ... uds Uw end , 110$ last )'Car undenook I mljOf reor· 
lanltlllon In .... hld! II folded Lt:"Itroft InlO lIS operauons u a 
consohdllcd dl\'l$K)n Instead or as a SUbSidiary AI the same 
time, the company combu)Cd III relK>nal saks Ind $CO'iCC ilaffs 
for lemu.na.1s and word ptO«SIIn' Inlll one rOft'e. dedICated to all 
of lhe compran)" s producu 

In the offICe cqulpmenl 1lH, lOS lasl yell IntrodlK'Cd a 
IUndalone worbtaIKMI. the Informa 22021220) InfonTYllon Sla· 
IIOtI II ~I wortllll on I new produc:c hne ..... htclt ..... 111 combine 
won! proculllll and dlstnbuled dJea procculnl for a VIIldy or 
IndUSlne$. !:hal It eJ.pects 10 InUOCluce some time In 198) 

On the diu. proceuIIlI Side . lOS added enh.ancemenu 10 
lIS m 2000 IAkIl~nl lennillal sy~tcTTU. and added a membtt to 
lIS dlstnbutcd proceIll"1 ~ys'cm. the m 1210 

Raythcoft Coo, .... hlCh reponed a n~ In profits of 14 8~ 
to S);z. mdhoa on revenues 0( Sj 6 billion for fiscal 1981. In­
cludc.J I numbu of openlilions OUUlde of lOS thai art: Invoh'~ 
in data prootUl"l Raytheon SeO'ICe Co. prtI\'1dcs compultt 
eqUipment matnlCnlnCe. Raylhtoo SemICOnductor makes chlpl. 
Ra)'lheoa Equlpmtnl ma1.es some diSpLays for nulltar)' use, and 
Raythcoo SeJSnlOlnllPh malC:l turnkey seisnuc analysis SysteTTU 
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TANDEM COMPUTERS INC. 
1933 Valleo Parkway 
Cupenlno, CA 9501 7 
(408) 725-6000 

""" ' ............ ...... 

Tandem Computten Ilk , me orilllalOf or non"op multiple pm. 
cc:ssor compul~ for on-lute dati transactions , e.l.pcnenccd an 
ocher year or remukable VO .... lh Re~enues for calcndM year 
1981 IrKTe35ed 88 .4"'- to 5242: .S million .... hlle I'I(:t Income .... .. ~ 
up 134'1. to 530 8 million Tandem Increased liS customer b4-.e 
by more than ~ and now tw. 2.SOO proccuun Installed al 
some SOO Joe.lloru 

'The company Introduced HS K'COnIJ 'y)lcm. the /l.onSl,'P 
II . dnlJncd co pro\'Kie Impro\N pncepcrfOlTlWk:C ror u~rs 
..... m largt"f on·IUIe tran~lIoa nffiJl Boch the NonS,op ~ the 
NonStop II uuhu multiple proce~. muillpic controllcl'\ . • n.! 
muluple da.tlp3ths If one pan of the .. :omputer f.uh. the opera 
Inl soR .. arc .utomatlCally .ea1l0Caft! the: 'A-un.load NonSlop 
5)'J.k:m~ CIn ~m&ln runnlnl c\'cn dunn, Sl!O'K'lnl 

Tandem offen st\'cra! sofl ..... arc pad,"e\ 10 flClhlale dlt 
developmenl of on-hne app!K'.CIOflS Thc..e II'Iciude: 011',,-,0 ntt­
..... on soft"are, E."<O'.tI'ASS da.labate nunagcmcnl \O(twm . 
ACCESS communK:atKWI' ~ ..... 'IIt:. and ocw.",G( rtlnOfC b,i!(h 
iUhon soft .... 1R Abotic ' .... 0 thmb of Tandc:m'~ "b Ire to cnd 
IISCrs. wno ck\'tlop theIr o .... n 'pp!tCItlOM wft .... arc ...... hlle the 
reSI arc 10 soft-.-art: .nd s)'lIcml del/dopmcnt hou~ 

VtnUJiIl) alone In Illi nwle:t lin« deh\cnnl the: fit\! 
NonScop syw:m 11'1 1917, Tandem no .... faces dIrect compeUII'," 
SInIItU, Compultt Inc . or NlttCk . Mw. tncrodtk:ed IC~ " f'UII 
toltranc" system lUI fall, ..... Ith firsl ckh\e:nt! ~hedukd for th l ~ 

year, Dose Inc. of Albcruon . NY., un"-clkd ,IS F.IJI~fc 'y~.:m 
In Oectmbet-. and &quo .. Sy\lcnu. liso of I"ck , .tkllC.red II 
plans 10 enter the martel In 198) 

HI\,HI, surpassed the cntk. .. 1 SIOO m.llton ~ In ~k' _ 
Tandem .Iso mUSI .wcce:ssfully cope "'Ith .1\ o"n IJO""lnl ~In) 
Dunn, 1981 Tandem more Wn doubled the number of Illi e:rn ­
plo)ea 110 o\er ).000). openlnJ ne:w nurt:e:lln, and ~uppon of 
flCeS both here and .broad, u well as Cl;pilnd.n. Ib m,1l\ufX1uf ­
"" opcntlionS 10 th~ addllJOMI 'Itn In C.hfomla. VI'llnll. 
and Te:l;a$ In flKaJ 1981, Tandem Increued Ib In\C\lmtnt In 
raeltCh and de ... e:lopmcnt by 10]" to 5178 mllhon The fund} 
..... ere del/oced to dfons co ..... ard Impro¥.nl programmer prGllUCCi\ 
I'y , equipment SC1\<I~blhcy. datl()u,e SOf,VtIrC, nt1Vo«lln&. and 
communlGlOOM teehnolOl)' 

Abouc one thud of Tandem's re~enues art: from fOfeIln 
~ Importanl devdopments chert II'1C'IOOe • mulllmilhon-dollJI 
eortllXl rrom Sweden', nuJOr ,Irllne (Tandem .... -owld likc to 
penetrate lhe 'lrline martet In the US al .... dl) CUrT'Cndy. T..n 
dem'lltronFU mar1tet II manufactunnJ. 11uI)'Ut no" .. e..-u. I' 
Inttoduccd an t"fJOI'IOmlCally dnt,ncd dl)play te:nnlna./ tha1 II 
hopc.$ ...... /1 make Its NonStop comPUlers mort .«tractlve to fiNin 
cia! and aovemment agcncic:s. especially In Europe: 

us at 
Booth 
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IS YOUR COPIER 
A MEMBER OF THE FAMILY? 

Maybe whot you need is a more dependable copier. 

A MM10ha EP 310. L t 
The EP 310 has a short, straight paper 

path 10 ,t's virtually iamproof. 

The EP 310 is also very economical. It has a recycling 
system that saves you money on toner and 

on automatic: standby mode that saves 

SO'YM space . Irs unaU enough to sit on a You'll know whor, gaing an inside 
the EP 310 because it has a setf­
diagnoStic system. It teUs you when 
ta add paper 01'" toner. And if a 
repair is neceuory, the EP 310 

\ 

you money on energy. The EP 310 eYen 

-.. _________ ..l~ desk, and ,till let you see the des't, 
:- So if you'd rather depend 0f1 your 

~Ih you what to teU the 
repairman over the phone. 

So his visit will be 
short and to ... point, 

In oddltion. the MoInolta 
EP 310 tvrns out remarkably crisp, dear· .. _.IiI ... 
copoes of almost anything. &en rlw-ee-
di~1 obtects like books. Its spec:'oJ miao-toning 
IY'tern gives cop'es keen edge- tcHIdge sharpness and con-
trost. In ony si~e from 5'1,' x 8

'
/2" to 10'/.' x 1~" And you 

can copy ooto any paper. including lett~, cob-eel 
paper. billing forms and 0Yerhe0d transparencies. 

copier, instead of your 
copier repairman, get 

yourself a Minotto 
EP 310. 

For the Minoha 
dealer nearesl you, IooIc 

under "'Copying Machines and 
Supplies" in the VeUow Pages 01'" con­
toct Minolta Corporation. Business 

Equipment Division. 101 Williams Drive. Romsey, NJ 
07«6. In Canada: Minolta SWness Equipment (Canada) 
ltd .• Scarborough, Ontario. 

Call ToU·F ..... 800.526-5256; In New Jersey, 
tall 201 ·797·7808. 

minoRa EP 310 
A BUSINESS PARTNER YOU CAN DEPEND ON. 
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EiWr Mr. Stl'gl'r i, nai~ or be 
belitl"t'J thl' Ameriean t.axt-)-.r II. An)" 
superficiallo)"alt)· di,playf'd b). our al. 
in Europe would \'f:ry IUon disinlfKral(' 
if the U. S. rut itt drierat' ~t of 1100 
billion in half and pulltd bad: our I.n.Jt:./flI 
that are IK'8ttered all 0\-.1' Europe. An)" 
loyalty on the part of our alliN ... 
self-serving type or IO)-alty. 

Robtrt F Ki,..hn« 
Lakeville, M.-. 

A hard ct.al 10 rHisl 

In "Gett)~ Spending. \IIo'indfall to di\w­
sify far out of oil" ICorpora~ ~ll'Kl .. 
June 23), you hit on what iJ an ob\ioua, 
attract..i,-. WI)' for oil eompan.' 0W1It0n 

to dh·eraify. Reopurdluina OUI .. undip« 
sh.aret is • divld"nd. VW)' lichtly ta."l«l. 
that edt}" OWnl'r11 may want to ... to 
buy aa&etI olhtr than oil aDd PA-

No doubt in Mlr\'f)'ina hia abar.hoId. 
ers. Chairman ISidnl')' R.) Petl'l'IIPn 
\IIo"OOld find a subatantial numbft" 01 
households in (nor ol ah&rl' r.pur. 
clwes. Who could beat a di,idend of kS 
per share (the incre&al' in vaiur!' dun. 
the past year) and more, tuf!d at • 
maximum of 281:.\! 

Oak Park, Ill. 

Th. UAW', hard tim" 

In ''The UA W'I time o( trial" (Lahar 
June 16), United Auto Workm Presi: 
dent Doug\aa: A Fraser &c:tt'ptI tbto (art 
~t ~e U. S. automobill' induatr)' (aDd 
hiS union) are rating hard time&. Otw 
might e.rp«t him to ~ (D'eater pr0-

ductivity from hi, union membl'rt. Thia 
t:e:rta.inly is not the CIM. In.atead., M 
ad~-oeatea Ihifting the burdfta to tJw. 
already O'o-.rtuf!d U. S. OCIDlUrnl'r by: 
• Impoeng impon controb on foreiaD­
made automobile&. Thil redurtj, CI in 

---" WUX~ M,_'_" _ ..r_7 .. 

C"Gmprtit.ioD ..-ouJd. 01 tau Wad " 
IUebor pricw I .. I....,. • 
aalOlDoObilfs - I prb l&C'r La bot Paid: 
bJ dw (OCI;IUIDU. 

• AIiroa.t11lC utioDaIlwah 
F,..., .mruta tIlat rrwd'1'1 l 
$:!JO) pn' .. .,ft pr1" ,.... 

kIId fur Uw lndut.tr)' 10 ear 
tioft: 1'raMftt tlw ~ 10 tl 
ta.qIa)tt • 

I f'f'aItIIt ,...,...". atwm 
1M t A.... probAImt to t.h 
CIlIOIW'WT.Q.I:~ GWl1 
DOt Matty .. U oft" lllna 
t "' .', 1MIIINn. 

J~'" 
A C .... olear. 

Your 1idit«iaJ · What I 8 
IJldW' I) tupportiJlc 1m 
on J&JIUIIPW tan ..... mn:w: 
dkt..wy, You f'ftlI aot.td In I b 
"11UId bP lUI"'" 10 rW. 
inlon.aUoft&l tradt ...., 
Imptot1t. .. \'.t m It. nw 
l«W r.ta Imp;:!f1 
Ql'xl two ,..,.. 10 "ICI"' 
.., tim. '" bowtbo.. 

It la doubt.!ul thai r. 
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In >nina u a ".. m&.ft.armcn' 
ead~" (M~t, JUDr 16) II ill 
ltalld !.hat UNo cIonYlapawnt til marktt-
1"1 ~I wu. ia "'unnprorttd 
(10,. • tDtiaIist cuunlly." Wblle _h • 
... ·~t midlt haw br.rn UMxptd­
td w,thi. lhe ~ ~ ("(IIIt",xt 
ot Yeoiura,. It QIlftCIIl t.. rcankd .. 
tnt'CIUit'I'ftt Wltb tJw tb.n.m of CbWa', 
~1 fWolidrs. or 'or that matta1", an)' 

aodalU:t COUntly lhat wriaua!, ......tI to 
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buu.:.- .. "ell 
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Built with 
today's technology 
from the ground up. 

Cmol{iour Challenger and thl: new, 
extl"ndt-d Challenger E are the first 
l(}n~-r.UlJ.Cc.- bmUlCSS Jt"tS designaJ from 
§(.f"Jtc.h to rake .d'"JJltagt of recent 
aJ\·dIl(.:S an J"'latton t«hnoiuSY, 

TItc: sute of the art now includes I 
h.~h-Iif1 . lnw-Jng wan~ .... irh Ifl(reased 
fuel t"ilro;it)' : qutn, fuel~ffl(tc::m, hiAh. 
h)'~ turhofan ~ifl(~. li~h~lght 
c.·(lmpu~lI(, materials. 1llc rt'SUit IS a 
mil": t;ifi( lC.·m aut rID 

A In~h lonk at the husaness ;n aIIo 
S.ilvt (haJkn~f) dv: 61"\t wide-budy 
c.,u,ln In the tJtlJ . With .. rand-up, waUc:­
amunJ nll)!n and plent), of !('I'(' lOr a 
wmplt"tC galley, biAA~, and (rtW 

IIClUmrnuJac kms on the lon~t fliAha, 
Cumrr-m Owl1rnfotl""r innovation 

with wmpc.-tlturs- ~'I(ns runted in thr 
'6()~ I-nr ""Irt mti:Jf'fTl.lttOn,(;ul)amrs 
8 u)'IIJr, Pm.Jmr Ilf <:',anilLLur Irx ., at 
(2U;) 226-1~H I Or write UnaJa.r Inc ., 
(Apt DBlO, 21-1 Rlwrside Avenue , 
Wcstp.,n CT 0(,8HO. 

The all-new business jets. 

canada,r 
clViJlenQer 



ern press that. profit is contradictory to 
socialist. goals. Yet most responsible 
socialist economists recognize that prof­
ita (und new productive capacity. They 
question only the distribution of profits 
to the eapitaJist at the expel15e of the 
worker and new producth-e investment. 

Robin Oliver 
San Franciaco 

An incorrect r.ting 

The article ''The Arabe take their money 
and run" (Money Ii credit, June 30) 
contains a serious error regarding the 
credit rating of Procter Ii Gamble Co. 
Procter & Gamble has s triple-A credit 
rating from both Moody's and Standard 
Ii Poor's, not. a double-A rating, as 
stated in your article. We have had this 
triple-A rating for many years. 

James W. Nethercott 
Senior Vice-President 
Procter & Gamble Co. 
Cincinnati 
• BW regrets the error. PMi', credit rtll­
inll i&. and waa, lripk-A 

OPEC'a '1r .. lunch' 

In "The entitlements plan has run out or 
friends" (Regulators, June 16), we learn 
that. one of the archit.ecta of the energy 
entitlements plan, Oltie T. Vipperman 
Jr., is now upeet. because the program 
"diaeriminates" against smal1 refiners 
and doesn't go far enough in equalWng 
crude COIta. 

The article fails to mention the most 
sinister and mindless charscteristica of 
the entitlements plan. Since every pur­
chase of OPEC oil is aooompanied by a 
IP"&J1t from the Energy DePL and every 
purchase of domestic petroleum is penaJ­
ized, the program acts as an enormous 
motivator for increased U. S. dependence 
on imported oil and {or overconsumption 
and waste of energy at home. 

In an era when politicians are pontifi­
cating about the need for reduced oil 
vulnerability, the entitlements plan con­
tinues to supply free lunches to OPEC and 
misallocates American reaourca. The 
dillCrimination issue rai!led by Vipper­
man is a red herring. 

Steven E. Plaut 
Asaistant Professor or Economics 

&. Public Service Studies 
Oberlin College 
Oberlin, Ohio 

TM pay .t the HE" 

I was surpriJed that you did not include 
in your article "The inflationary push on 
pay for union brass" (Labor, May 12) the 
Nationa1 Education Assn., but choae 
instead the American Federation of 
Teachers as representative of teaclIer 
unionization. 

• BUStNESS WEEK: July , .. , 1980 

Not only does the NlA ha\"t awon­
mately three times .. many mtm.htrt ~ 
the ,," but it abo hat hem dUlififd UJ 
the In~ma1 Re\"t-nue Stn-K-t ud the 
Labor Dept. as a Jabor orpniutioG. 

it 'Io"OU1d ha\-e beton interSiac \0 ~ 
just how the xu, woukt ha, .. rlJ"flCl 1111 

c:ompariBoD with other labor uruGIII ton­
oerning the saIaria for ia top bna c-..c.a.. .. 
Diredor, public reJatiooa 
Public Service Reeearch Council 
Vienna, Va. 
• For the ~r nd«I AtrQ. jl. l'~, 
JohR RI/Of". ~ qfllu: U .dl~ 
member ""EA, m,..td '.50.000 til ..warr. 
UO.OOO ira aUou'(II'cft, a"" '13,117 1. 
expeNse,-a total of '111.1/7. TAr 
ft'IPE'Cti1.'t' figtAm for ErfftAll~ 0."",," 
tOrJI TeNlf lIentdOft 1t't'N' $6It.NJ" 
't,9U, and 11I,l~S-a totlll Q/ W.,U!. 

Robots Ya. human. 

Your OO\"tr article "Roboa join tM labor 
foree" (Technology, June 9) makeI __ 
sweeping prognosticationl about thf bo­
pact roboa '1\;11 ha\"t 011 manularturiftl 
procesees and jobs in the )'8f'I ahMd 

The rart that robou "''''rt firll intro­
duced in the early l~ in the l: . aod 
today are selling only about l,8ro unit&. a 
year does IUgKtIt that thm lUll bt 
something ~y inadfrqua~ about 
them. 

Robots will ror m&Jly )·ean be ~ 
in limited manufacturina and _hi, 
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All you need to get s75,OOO travel accident 
insurance automatically. 

Pa.\S rhe Iinl.~:'1I' the 1I1.,ur.mcc coUn[cr, ~klr filling out 
fonn..~ ju .... r J.,'\) to the gate. YPll'~ alrcaJ.y rrorectcJ. Every 
time you put your rickcb <plane. (r;lin or .. hip tICkets) 
on rhcCarJY{lU arc aUtl1m;lticallJ C(lVI.:fL-J With $75.0c0 
10 Tr.wc! Accident In.;,ur.lncc. One ticket Vf a famlly\ 
worth, thc~"rt! all cu\'crc ... J. The Ct"~t LS induJl.:.d in your 
Ctn.lmcmNcr..hlp fcC: Charge )'lllif ticket:; in advance 
anJ you're coven.'ll on Y(lUr "",ty to and fwm the air~ 
port In iI [;lXI, hus or airport hmo, One mo~ E! 
rea.'tll) tn carry the Amcric.ln ExprL,,;CarlL .....~. 
Don't It."aw home \\; thoul it.: • 



• The newest face m 
African gold is 
80 years old. 

From Swaziland. a tiny 
country in the African 
Interior, comes big 
news of a 24 karat gold 
coin thatJust may 
become the new world 
standard. 

Coin of the realm 

~~ 

You can't buy a purer gold coin. Legal tender in Swaziland 
the Swazi carries the likeness of the country's 8Q.year.old 
monarch KlngSObhuza on one side; Britalns Queen 
Elizabeth on the other. 
Premex 15 proud to be the U.S. distributor of the: Swazi, 
offering both the one Troy ounce and one-halfltoy ounce 
versions In lots of 10 and 20 units. respectively. 

Other Premex plans 

When you write or call for more infonnation on the Swazi. 
be sure to ask about the other investment plans PrelTle.lt 
offers; including opportunities in gold bullion, sliver COpper 
and platinum. 

THE NEW 

Please rush me information on the new Swazi coin. 
-::--__ ,.- 5end me your informative brochure on other 
Premex inuestment plans. ___ _ 

NAME ________________________________ __ 

ADDA~ _____________________________ __ 

ClTY _______ STATE ____ Z1P ____ __ 

HOME PHONE BUSINESS PHONE ______ __ 

Call us toll-r,.., 800-854-2222 (In Callr., 800-532.3776) 
7670 Opportunity Rd .• San Diego. Callr. 92lU 
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Tran .. form an !lId 
mlu lour own prCI."lnu .. 

(.:I" .... ic.: ;'\:u" yuu Coln 
OIppl} thc.:'C 'pc.:ual 

product' \\ uh c.:t)nJidc.:nc.:~, 
hcc.:au'oC thl.:) (orne: from 
the: ,,"orld ", rna .. , "'mou .. 
n.1me In car prOte:c.:llon 

""Ich lhe qUOIhl)' of 
Pul),"jd"t.:oat. ),llU·r(" .. ure 
to get the rc,uh .. 
)"ou"n:- alW":.I)" hoped fur 
The longer )'OU kc~p 
)"our c:u loolung ne\lo" 
the more you cnhance the 
,.Iue of your das,ic 

Available at New Car Dealer Pans Departments c,·crywhere. JCPenncys and Sears. 
~, 



WE TAKE YOU 
WHERE THE 



~venlng, to get you lhefe rn 
tIme for II\IOIk, lhen get you 
home agarn. In all. more thon 
400 flights to 39 crues-In 
the WeSl and beyond­
everyday 

Next. on-trme perfor­
mance. western IS consls· 
temly one of the top on·ume 
all11nes In the country So you 
can Count on keePIng the 
aPfX>lntments you moke. 

FInally. servICe. The kInd 
that comes from on Orlrtude. 

not from a book. There's a 
con-do attitude mot burlt 
Western AIrlines, and you'/I 
feel It every lime you fly 
WIth us. 

At Western. we're doIng 
everythIng we can for 
the best customers we've 
got busIness people 
Irke you 

That's the Western way. 
PI(I~ CICK ...... 'j,t' fIoom I~ !PII Sf'oII~J 
TocOOlQ. Son Froncl1o(o. Sou l~ CU)' 
M'rnropoIlw~1 Pout Wcnr>o"9fOf>. 0 C 
~, lal M9"1P1 fOftlon(l 

Fl'l' 'HE llIU'EJlN WAY 

""""" 
WWC'?U'-'ll 

VA"U/tl\COMA • --. \Atl L.I\I(( 01" 

\l\Nf~IKO. 
, ,0£'-'11(1 ' 

-"'" 0< 

:+4 The Western way to fly. 
~I theonlywoy ra ny I 





Peaks and valleys 
In military 
budgets run up 
the costs and 
breed crises. 
The U. S. would 

RobIn F Yo-I II • ___ I'I'IIft\tIIIf ot 
lhe ,tell at COtrIpuI .. ~ COrp 
on. 01 the ~ ~.oI'com· 
puler ""'_, 

IDEAS & TRENDS 

Ideas & trends ay R~rt F. Yost 

Inviting war by on-and-off defense 
"We finish eac:h bloody war with a feeling of 
acute revulsion against this savage form or 
human behavior. And yet on each Ott&8ion, we 
confuse military preparedness with the causes of 
war and then drift alm08t deliberately into anoth­
er catastrophe." 

For the fourth time in 40 yean. we have an 
opportunity to relearn what George C. Marshall 
said about national defense: When the budget (or 
national defense falls below a certain level, we 
seem to invite crises and suddenly have to play 
catch·up ball. We habitually approach defense 
problems all though we could pick up a rifte and 
be ready (or conflict.. minuteman-slyle. Thill, in 
spite of the complexity of modern weapons and 
the preparation that must precede both their 
acquisition and their operational use. 

The BUSINESS WEEK article, "Why the U. S. 
ean't rearm fau" (Feb. 4). highlightB Lhe current 
status of this country's industrial readiness, and 
the years required to reconstitute our industrial 
base, obtain material reaources, and develop the 
numbers of engineers and other akill' required. 
Operational forces similarly require yean to train 
oilo\I. submariners, and maintenance personnel, 

0- . 

requirements into an inflationary economy are 
responsible. ''Never mind what it costa, just get it 
out Lhe door." 
• Higher coati; for weapons during a decline. The 
costa reflect the low production rates (although 
keeping the plants going provides a "wann" 
industrial base). 
• Erosion of operational defense eapabilities. 

So what is a reasonable rate of expenditure for 
defense, one that would preclude inviting aggres­
sion but 'till be a rate we could afford! 

Probably 6% of CNP would be the best figure. 
Every time we spend below this figure, as we did 
before World War II, before Korea. and recently 
in the Middle East, somewhere a conflict breaks 
loose, one that affects our national interests. The 
6% level may not always be enough to prevent a 
crisis, of course. Just before the Vietnam war 
heated up, the U. S. was spending 7.2%. But it 
should be noted that our difficulties in that war 
did not arise from inadequate weaponry. 

Six percent represents a considerable increue 
from the present 5% level. about S30 billion more 
in abaolute termL By way of perspective. though, 

Sovieta h .... e out8penl us by at least $240 
1980 dollars since 1968, according to 

\!!!l!I£..l!::~~~o~r~Dof=ense William J. Perry. 
. Agency calculates that 

to 12% of their CNP on 
19708. 

.'" 

defense, and particularly 
ref\ecta more than defente 
reflects nationa] will. And 
will may itself be a key 

level of defense, 
is not the whole 

;;~~~~~f,;:!:: less (that is, 
-~ average). Tough 

programs to continue and 
required, and these are much 
public agency fishbowl than 

';~~","~"L Policymakers must 
their decisions will have 

~:~:~: Accounting Office for eapital in\"eSt-
are adverBely affect­

funding and modest rewards. 
way that the Russians 

~'j~ 00 __ 
-I' -- or.,. 

i~~~~~~~-~~;;,·;·;·;;n.;~:;~~~~~~:, .. J!~~~~~ 
-~,_ i, 

-)u 11... and the Middle 
on us to recognize the need 

• Erosion of the industria1 base. appropriate for a world 
produce materials does not keep paoe poten- waited tv.-o doz-
tial needs, and manpower is not trained in the en years. instead , between overt 
skills and numbers required. moves. Would we retain learned 80 
• More costly weapons during buildups. The painfully in the past? Or might we try once too 
crash reaction and the effect of pouring additional often to play catch-up ball? • 
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eaks and valleys 
In military 
budgets run up 
the costs and 

reed crises. 
U. S. would 

better off 
wHh a steady 
evel of 
defense spending 

AooIrt F. VO&I •• _ rntmber of 
1'- 11.11 01 Comput« SC:iItnceI; COrp 
on. 01 !he INd.ng dewJIopets 01 00ITt< 
PUlef to/twa,. 

~.,_o lO0Io 

IDEAS & TRENDS 

Ideas & trends F. VOIII 

Inviting war by on-and-off defense 
"We finish each bloody war with a feeling of 
acute revulsion against this savage fonn ot 
human behavior. And yet. on each occasion, we 
confuse military preparedness with the causes of 
war and then drift almost deliberately into anoth­
er catastrophe." 

For the fourth time in 40 years, we have an 
opportunity to relearn what George C. Marshall 
said about national defense: When the budget for 
national defense falls below a certain level. we 
seem to invite crises and suddenly have to play 
catch-up ball. We habitually approach defense 
problems as though we could pick up a rifle and 
be ready for conflict, minuteman-style. This. in 
spite of the complexity of modern weapons and 
the preparation that must precede both their 
acquisition and their operational use. 

The BUSINESS W&EK article, "Why the U. S. 
can't rearm fast" (Feb. 4), highlights the current 
status of this country's industrial readiness, and 
the years required to reconstitute our industrial 
base. obtain material resources, and develop the 
numbers of engineers and other skills required. 
Operational forces similarly require years to train 
pilots, submariners, and maintenance personnel. 
and to develop effective units. 

A penn,-wl .. hl,tory. The peaks and valleys in our 
national preparedness reflect the peaks and val­
leys in defenlM! spending: a steady decline in 
defense as a percent of gross national product 
until a clear threat arises, when suddenly the 
trend is reversed in an expensive crash effort. 
Aside from obvious risks to national security, this 
procedure is far more COBtiy than maintaining a 
sustained level. 

Consider these events and defense expenditure 
leve.!s. Before World War II, we spent less than 
2% of our gross national product on defense. (Du 
Pont Co. spent more than the military services 
did on research and development.) The supposed 
savings of two decades went up in smoke in a few 
months of war, as v.-e devoted more than 86% of 
our GNP to defense. In the postwar period, we 
squee2ed defense down to 4.7% of GNP in fiscal 
1950. We got Korea. Defense COBts rose to more 
than 12% of GNP in 1953. After Korea, spending 
for defense dropped again, although not 90 far: to 
7.2% in 1965. During the war in Vietnam, expen­
ditures rose to 9.5% in 1968. Then began the long, 
steady slide to the present level: 6% in 1978, then 
5.3% in 1m, and 5% in 1979. 

The effects of this sawtooth profile are: 
• Greater seeurity risk. A dwindling percent of 
GNP for defense transmits a clear signal that can 
hardly be lost on the adversaries of the U. S. 
• Erosion of the industrial base. Capacity to 
produce materials does not keep pace with poten­
tial needs. and manpower is not trained in the 
skills and numbers required. 
• More costly weapons during buildups. The 
crash reaction and the effect of pouring additional 

requirements into an inflationary economy are 
responsible. "Never mind what it costs, just get it 
out the door." 
• Higher costs for weapons during a decline. The 
costs reflect the low production rates (although 
keeping the plants going provides a "warm" 
industrial base). 
• Erosion of operational defense capabilities. 

So what is a reasonable rate of expenditure for 
defense, one that would preclude inviting aggres­
sion but still be a rate we could afford! 

Probably 6% of G1-'P would be the best figure. 
Every time we spend below this figure, as we did 
before World War II, before Korea, and recently 
in the Middle East, somewhere a conflict breaks 
loose, one that affects our national interests. The 
6% level may not always be enough to prevent a 
crisis, of course. Just before the Vietnam war 
heated up, the U. S. was spending 7.2%. But it 
should be noted that our difficulties in that war 
did not arise from inadequate weaponry. 

Six percent represents a oonsiderable increase 
from the present 5% level, about $30 billion more 
in absolute terms. By way of perspective, though, 
the Soviets have outspent us by at least $240 
billion in 1980 dollars since 1968, according to 
Under Secretary of Defense William J. Perry. 
The Central Intelligence Ageney calculates that 
the Soviets spent 11 % to 12% of their GNP on 
de(ense throughout the 19708. 

The level of GNP for defense, and particularly 
the trend in this level, reftects more than defense 
capability. however. It reflects national will. And 
the perception of that will may itself be a key 
factor in deterring conflicts. 

1"'- tough <hcl.~n .. A given level of defense, 
whether 6% or !lOme other figure, is not the whole 
answer to getting more defense for less (that is. 
less than the peak-and-valley average). Tough 
decisions about which programs to continue and 
which to ax are still required, and these are much 
harder to make in a public ageney fishbowl than 
in an industrial environment.. Policymakers must 
also be alert to the effect their decisions will have 
on productivity. The General Acoounting Office 
has pointed out that incentives for capital invest­
ment by defense contractors are adversely affect­
ed by year-to-year funding and modest rewards. 

It is fortunate in a way that the Russians 
periodically do 90mething to startle and alarm us. 
as in the Sputnik launching in 1957, or 80mething 
that removes their masks and reveals their grand 
design: Hungary in 1956, Czechoslovakia in 1968, 
and currently Afghanistan and the Middle East. 
These reminders cause us to recognize the need 
for a defense capability appropriate for a world 
power. But suppose the Russians waited two doz· 
en years, instead of one dozen, between O\'erl 
moves. Would we retain the lessons learned 90 
painfully in the past! Or might we try once too 
often to play catch-up ball! • 
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Economic diary/June 23-June 27 

June 23 
How West Germany 
makes It pay to save 
Economists who are wonderlng how to 
Increase capital formation by ra!slng 
the tong-run savings rate In the U. S. 
should walch the West Germans. In 
recent testimony belOf8 the Presktenl's 
Commission 00 Pension Policy. Max 
Horlick of the Sodal Security Adm,,"'s­
tration pointed out thai the Germans 
have had a national program for "sub­
sidizing the accumulation 01 assets by 
individuals" since the early 19601-
mainly to encourage savings 10 supple­
m8flt social security and private pen_ 
sions '0( the aged, 

The German government, 80C0fdll"lg 
10 Horlick, adds 8 hefty bono. to sp&­
elal savings accounts that are frozen tor 
seven years, and to wtlich depositors 
agree to contribute a set amount each 
year. The standard annual bonus-on 
top of normal Interest earned In the 
account-is 14% a year pful 2% lor 
each 01 the account hOlder', dependent 
children. Besldes bank eccounls, ..... _ 
ings can lake the form of hI_ InIUtWlCll 
policies, building SOCIety Sharea, and 
corporate stock or bonds, .nd anyone 
with 8 taxable Income below S 13.000 Of 
so Is eligible to particlplle In the pro­
gram and COfItrfbule up to $435 a year 
to such an account. The ~t WId 
Income ceilings are doubled lOf marnecl 
coupkts, and the Income llmil '1 '-...d 
by S 1 ,000 lor each dependent child fA 
higher annual bonus 01 18% Is pajd on 
savings earmarkecl lor the purChase Of 
remodeling 01 a house.) In addrbon. 
says Horlick, a worker who cnoo.. to 
set up such a 5eY$n.year account 
through his employer, by 8UlhorfzJng 
regular payrOll deductlOnl, can quaIty 
lor a 30% annual government bonus on 
deposits 01 up to 5350. 

budoet defierts than the U S 
achHMng mud'llower Inft.tK)tl 

June 24 
Cheaper mortgages fali 
to slow the price Index 
The c.rter Adrrwwslr.11I'II'I -p!tln.ng mot' of ~. ~ tor • 
dramatIC breD If'I the (:lOI'IIUmIW prw 
Index on lhe upect.hon IF\lt rnono-ot 
Inlerest fit ... whoM riM pusNd ,,,. 
Index 10 an 18% annuM rll, of Ino' 7 
In lhe nra' quart .... wII •• In ~--.rd I 
pressura on lhe Wtdex INs..."..,..., Bu' J 
lhe dec::kne did not W>w up In the PI 
fOf May. r-....d today. ~ c.ne 1ft 
.tan 11%lMIAIIpaoe- lhI ...... 1n ( 
Aprf, Indeed. the tmp«:t Of ~ •• 
InterHt ,.... may nol tnat.,w. 
before 1118 September. ...,.,. the A,y.. 

gust rate II pubII:thed 
Although aetna 1>Ol1*' morlg:age: 

JIlI.,...t rt'_ bIpn 10 dedIne 1ft AA 
the method UNd 10 ~Ie hOme 
nnanclng COItl 1ft the QJI r~ 
IUCh decMoM onty alt. a '18 of ......... 
months. AbOut 86% Of lhe hOmre AnInoo 
Ing component II , ...... from F.der .. 
Home lOM lint BoerCi del. on tfIrI:Io 
8YW'8gI Inl.-..t rt'. tor rnono.e 
actllIIy dOMCIln the month before She 
month 01 the ~...wy The 1Iat_, 
CPt. few eump6e,. -lCOI1*atecl .. 
mortQlge .... tlltJca. MCI *' thM IftCItIIh 
1M rIII8 kif ~ c:IoNCI tOM 
stwpty 10 1351"1\, 'rom 1~ H'6o m 
Merch TlIit prOClueed a "'" ~ .... In 
the home InMc:Ing CIOmPOI •• , of 'he 
May CI't. WtMit'. more. &he mor1Q8011 
doeing rat8 In MI)', the ~ 10 M 
\ded In the June C". rOM hd • ~ 

.....".... the ww.oe rale ~ 
laltd In new ~ ~ 
pb'QId &0 1581% *' M.,. from e Nub 
01 le~ In ~ ~ 0 Maraa., 
ChIllI ~~ lot u. ..... 1IoIrcI. 
NyI " 0CIm\IIJy tIk. at ..... f"O 
rnonthl before CIOn'Wn!'''*'' rat ... 
trMItIted 1rn10 leh'" mortgage ~ 
ral.. So 11 COWd M the ...... QIt 

befOfe 11'1 ~ ~c -.m. .. IhOWI up 

June 25 

------
c:lmbing In • peuern ,. I d .. 
turoe In late 1814 { I. The ~ 
IMf"CI Dlpt ,~ IIIIIn....,tor,.. 
lo-aaiat r.hOI IU'nC*J arpIy In Apj 
1ft moat Mt1 Qf'I of t -nomy-Iron! 
~.ctumg to .. , • rtIOIt. 
lhe fMItt., dt'ClIP In reet 1 salol III Mtr 
...:toubtecSf., madIr.-t .. ~ fI'IOIt 
lop ~ In trwt ""'''''', rhe k1'*"lor, -up -" .... """"""'''''' bII t.::tnrg a 1'Mp .... lOry oorrec. 

' .... -~ "' -­economIat of Iftt ... 

"',--0: 

, .. 
-

• 

., • l1li , 

a •• t:..' ............ -
By any standards, the Germen ...... 

ings program has been Wildly 11'00", 
luI. Many low-income groups thai IOf. 
merly saved little If anything .,. now 
avid savers, and participatiOn In the 
program soared to Ie millIOn in 1815 
Irom 50,000 In 1961. Whal .. more. 
studies indicate that 60% 01 the QO\'em­
ment-encouraged account • .,.. rn&In­
latned even alter the seven-year h0ld­
Ing period Is completed. 

One SIde note; Because the co.t Of 
the program now accounts IOf lOme 2% 
of total publ;c; spending, thai may help 
to explain how Germany In reow.t )'tier.­

has managed to run larger '''''rYe 

Inventories start to emit 
a red alert to bUSiness 

June 26 

h .. not • ..,.,...,.., I ~ buI 
~ the ...,.. of ..,...". 
n. In rMet_ 10 .... ....,. 10 M 
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Some reasons Inflation 
won't keep accelerating 

...... -E ~~. ~Il ' .. ,.,ttIII 
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year, when It finally reflects the drop In 
mortgage rates, observers are already 
warning that such a slowdown In the CPt 
would be a temporary phenomenon. 
Indeed, R. Robert Russell, director of 
the Council on Wage & Price Stability, 
recently noled that the underlying rate 
01 Inllation-determlned by the pace of 
wage Increases minus productivity 
gains-Is now " almost 10%." 

In the latest lssue of ChemICal Bank's 
Weekly Economic Package, however, 
economist Richard Scott-Ram cautIOns 
cUents against concluding that tha 
undertylng Inflation rate will continue to 
move up In coming years. For one 
thing, he notes that the gross nallonal 
product denalor ("the mosl meaningful 
",.,asure of inllatlon") has actually 
po ed during this business cycle at • 
1 level than In the preceding cycle. 

K) feels Washington Is far more 
r ceptlve to sustained monetary disci­
pline by the Federal Reserve. 

Scott-Ram also points out that pro­
ductiVIty trends ar. likely to ImprOWt­
II only because of the maturation 01 the 
baby boom generation and industry'S 
smaller ~Iutlon Investment requlr&­
ments . .... nd he doubts that energy InHa­
tloo can continue at the record clip of 
recent years. He notea thai the bond 
market seems Skeptical that Innallon 
will accelerate, since new 20- to 30-
year A.A utilities now yMtkI only 11%. 

June 27 
As unemployment claIms 
rIse, the states get tough 
The Labor Dept.'s latest lally indicates 
that inillal unemployment Insurance 
Clalma ro .. by 11 ,000 to 610,000 dur­
Ing the week ending June 21 . This 
marks the 11th slraight week that the 
Claim. number exceeded the peak 
touched during the last recession (b&­
'ore the program was expanded In 1978 
to cover state and local gOV8f'nment 
workers and other groups). 

The latest claims rate Is stili b4Mow 
the 670,000 level It reached in three of 
the previOUS flva wetMtS, suggesting 
that the economy's headlong plunge 
could be moderating. But the rate 
would be running even higher this year 
If a number 01 slates had not tightened 
ellgiblhty standards for Jobless benefits. 
Nine states in 1979 boosted the minI­
mum amount 8 claimant must have 
earned to quality for benefits, and sev· 
.,aI tightened other requirements. 

ECONOMtc DIARY 

- . 

Call Ih,. Best wht'" )'OU nml 
a t'orll.'t"F,in,t "Iact' to sta.l' 
on }'ollr "ron 11IL"ill(";'i." trip. 
U+qffrr.J·ou nll't.,j'~\( ... p(lt·r. 
rrnttJl can;,.fl), dril'l.' vucalitm 
pcu-kLl.,{(,t"S Will murr drl~'{hl' 
foil)' d{ifi."rerll plru-I'S to 
Sla)' tlum wl)'o1/t'rL..,. i" 
tlU' "!orid. (Jur toll ftt't' 
nwulH-r mL!k.o rr:oorrl'taimL'i 
.fost Will t'U.")! Cllllu.'i 011 it! 
J-8OO-&2/1-1.234 

·'n,4nz.onu ,,,,I()-.'~-U.!:! 
~lS.?;"'#-;·WfJ 

In(;.a.....tu.J~ 
'ft:lmrJto ,.~ 

Or!tt'r )'Our trm't"l (~~t'1It. 
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The. Provl .... nce 
of Bum os 

\Jibrant Growth a 
Opportunity 



''.>.ba,'' the provincial power com· 
pany. supplies electric power and 
Qaturol Qas by pl<mnlnQ decades 
ahead for the steady lnduslrlal and 
r&lidonllal growth of the area. 

From lis establishment as a prov­
Ince in 1820, and until 1880, lis capi­
tal was Buc>noe Aires. Until 1862, the 
Province CClnducted the forelQn of· 
iQlla of the entin~ naUon, then known 
as a ConfOJd.eroUon. In 1882, a new 
~rovLne'ial capital was created. La 
Plata, which was designed and buill 

on high ground near the port of 
Ensenada. As a result, La Plata is a 
dty of wide, tree-lined boulevards, 
parks and maqnificent public build­
ings, planned by architects from the 
most famous art centers of Europe 
and the Americas. 

Seek Partners 
In Its considerable tourist trade, 

particularly in the southern partof the 
province, the government awards 
concessions to the hlQhest bidders, 
teQardless of nationality. AccordlnQ 
to Dr. Salaberren, in some instances 
the provincial government, or that of 
the munlcipolltles, is wllllnQ to QUat­

antee a minimum of 8% profit to con· 
cesslonalres, with no limit as to 
maximum gains. Nor are there re­
strictions on convertibility of pesos 
into dollars, or any other currencies. 

"We offer full collaboration 10 pri­
vate enterprise," Dr. Salaberren 
says. "We are In a true social rev!> 
lulion, and we seek: portners, We are 
unburdening ourselves of stallsm. 
and believe firmly in the all·lmpor­
tant role of the private sector." 

Or. Salaberren himself Is a prod· 
ud of the private sector, having ex· 
erclsed only one previous role with 
the government, as president of the 
Banco de 10 Provincia. Both he and 
Gov. Saint Jean are studenls of the 

(Aboy,) iJw ProYlnda: S~n!grlg, .,,1 A<pI< ".',,,' 01>'10\'" wo,ldfom~ UpoIl1mtonlal 
Icrnn. 10 ootIl.Qlllly Imprey, ,!,,, Oull'u! and quaJuy.::1 III ClOp'. (Btlow) Bu .. nat Ab .. PtOYIII~ 
harborl the world I Mv'nlh lal'qMI lilhmq lI .. t at Mar del Plaia, with a n.alby !ndu.llklJ 
port 10 plOCIINIlhe catch_ C_ ..... __ ...... ''"' 

Th. J>r.ovb~ of Buenal AIrH prOduct!1 IDOl' 
caull and ah .. p than any notion In Lalln 
Amerlea, and AfQ,nUna'l qauo:la04l m. famOUI 
for their ,till. '","Iqy ond qood humor. A typ!· 
1:'01 day·, lotion III ,lqht pauncit 01 bt>8f ond 
mot •• an herb tea contcrln!nq mln.ralll and 
Yllomtn.l eon&\,Imtd In pmdioloul quGnW_ 

United States economy and educo-
1I0nai systems, and each year the 
provine'ial government senda eighty 
of its teachers to U.S. universities on 
provincial scholarships. 

SayS Gov. Saini Jean: "We send 
our teachers to you 80 they con learn 
modem methods of instructinQ our 
pupils: it Is evidence of our confl· 
dence in, and friendly (eelinQ for, 
the United Slates." 

In October, this year, the World 
ConQress of Educators will stage lis 
convention In Mar del Plata, also 
one of LaUn America's principal 
centers of learnlnQ. 

Opportunities in 
Aqro-Industry 

Dr. Salaberren stresses the por· 
ucularly good opportunlUes for for· 
eign Investment which can take ad· 
vantaQe of the enormous agro-dalry­
meal production in the Province of 
Buenos Aires, and the ever-Increas­
ing world need for food. 

Dr. Salaberren says especially 
Qood chances are offered, with QOv­
emmeni Inducements, in the follow­
ing fields: slaughter-house prepara· 
lion of meats for export: manufacture 
of dairy products; veqetable and 
animal oils and lots; sugar refining: 
distillation and production of alco­
hol beverages; preparation of colton 
fibres; processlnQ of wool; lannlnQ of 
leathers; manufacturing of rubber 
products; bricks, cement and lime­
stone; and steel Industries. 



Energy Technology to Serve the Wor1cfs 
Astilleros y Fabricas Navalea Del Estado 
SA. Ensenada, Argentina..nd Alii$­
Chalmers Corporation, Milwaukee, 
Wisconsin, U.s.A-, have joined to form 
AfNE-ALLIS ~.--f. new company to 
suPPlY high quality hydraulIC turbine&. 

With over loo)'MJS 01 experience, 
AJlit-Chalmers is. world ~ in 
hydraulic turbine tectlnoIogy, haYing 
installed more than 11,500 units of all 
types totalling over 60,000 MW in the 
U.S. and 36 other countries. It operates 
a laroe. quahty~ted manufacturing 

planl ..... ,th outIW'IdIng Iabott1Ofy 
and compulW IICII"" end. r.ghty 
qualified tec::Iwc:aI wt1 

AFNE SA t\u modtm tlq1,Jtpment 
and ex,**,"" u.p.neue, w th ~ 
numencdy controlled t!\IChIne toc*. 
ptus tht cepebtlty to build and Itup 
large CQmpoMntl ¥\II lind Wld ... w 11'\ 
Its ()eep-wIter dOCkIng end "*"Y ft 
'lCihtJea. The new oomp6tr;' pCaN to 
bUJlch plant or" lehl. Itte ~ 10 
the AFNE S A taQt1ty W'I Buenot....,.. 
"'OWICO 

~ AFNE-AlLlS S.A. --



The province has enough enerqy, 
petroleum and natural gas to supply 
a large number of new Industries. 
and offers space in Its many indus­
trial parks at low roles. with no 
charqe for the Infrastructure. 

The industrialization possibilities 
of the enonnous corn production of 
the Province can be estimated In the 
report of the Com Industries Re­
search Foundation of the U.S., which 
Usls mOre than 500 products and sub­
products obtainable from that ver· 
satl le crop. 

Among those commodities the Pro. 
vlnclol Ministry of Economy Is Inter­
e~ted in fostering production are: 
flour. alcoholic beveraqes, solvents, 
pa! nts, lacquers, explosives, oila, 
glues and colorants. Starches, qlu· 
L • dextrose, glycerines, animal 
Ioc,,;a. paper, corton, plastic mate­
~ _!s, photoqrophlc film. and many 
~nr,s of food. as well as medicines, 
anti blolles . beer, cosmetics. Ice 
cream, and IE'xUiea are also high on 
their Uat. 

The subaecretary of Aqrarian Af· 
falrs unde r lorqe Tanolro, super· 
n... advanced experimenlal forma 
undN the research and develop­
ment department. Amonq them, In 
the wheat-qrowlnq area of the provo 
neeo, Is the Borrow Experimental 
form. with its 1200 acree, and the 
adJOCGll I "Claromec6" fann. of 800 
I"'tCn's. This Expeorimental Service 
' ..... orks on the genellc Improvement of 
wheat. as well as oats, for animal 
loraqe and human consumption 
with a view to developing new crops 
of commercial value. The depart· 
me-nl also conducts studies on tech· 
nlques in the cultlvaUon of sunflower 
seed. linseed. saffron, fodder and 
pasturage, as well as research In the 
bl<>ecOloqy of plant lice and their 
control. 

The subsecretartat supervises the 
departments of animal husbandry, 
aqncuiture and natural resources 
worJtinq actively In the h.,ld of ani· 
mai health. aqro--caule emerqendrs. 
and planning for reQionollncreas(Os 
In production. 

The Corpora!lon of the Volley of 
Rio Cdorodo "CORfO". dltscled by 
engineer Norberlo Kugii'r, provldf's 
irrtgahon to 225.000 acres In the ex· 
treme soulh of the Province of 
Buenos Aires. ltsonnual conoJ.cleon· 

ing tasks are equal to the round·trip 
distance between Buenos Aires and 
Miami (0 nine-hour one-way Jet 
flight). This zone raises peas. tomo· 
los, garlic, vegetables and lettuce. 
and is considered a particularly at· 
tractive area for the development 01 
ogre-industry. 

Tourism 
Tourism in the Province of Buenos 

Aires is on imporlant Industry, with 
560 miles of Atlantic oceanfront. and 
with the world·famous vacation 
dties like Mar del Plato, Necocheo, 
MIramar, Villa Geseil and Pinomar. 
Numerous beaches with line hotols 
linelhe enUre coost. 

The Men of the Econom y 
Ministry: A Smoothly 
Coordinated Team 

Under the overall supervision of 
G.wernor Saint Jean. seconded by 
his dynamic Minister 01 Economy, 
Dr. Salaberren, the Province has not 
only balanced its enormous budqet 
fat the past four years. but has re­
stored more than 3.500 government 
owned businesst's and Industries to 
the private sector, achieved an em· 
ployment overage of99.5%, and has 
attracted dozens of new industries, 
and agro-industriol enterpriSC's to 
the province. 

Yet, measured aqoinst the Gross 
Notional Product. the Q"ovemmental 
budget of the Province of Buenos 
Aires represents only 9% of Ihe 
Gr088 Provincial Product. The Prov­
Ince itself generated some 40% of 
the tolol GNP of Arquntina. 

In 1979, the prOvincial budget was 
distributed this way: -General Ad· 
ministration 22.6%; Security 11.8~ 

Health 13.6%; Education and Cui· i 
ture 23.2"4; Science and Technology !. 
0.3%; Development of the Economy • 

.~ 24.2%; Sociol Welfare 4.}% and 
public debt 0.2%. ~ 

The subsecretory of Finance, ~ 
fOrQe Tittarelli. directs the oUiee of ~ 
Fiscol and Administrative policy g 
and Budqet. The budget for 1980, nol 
counting the 127 municipalities, Is 
five billion dollars. 

The subsecretary of Treasury. 
Martin Beldorroln, directs the pro­
vincial branches of Income. assess­
ment. r9Qlstry of properly as well as 
the manoQement 01 the lottery and 
the eleclronJcdala processinq. 

The subsecretary of Industry and 
Commerce. engineer Jorge Pereyra 
de Olazabal ,also directs the tourism 
department. More than 60,000 Indus· 
tries Op£'rate in the province. 01 
which over 40,000 ore In the Buenos 
Aires Motlropolitan area. This has in­
SPIred 0 policy of decentralization 
with tax inducemE"nts and the co­
op£'rolion of the Investment Credit 
Sectlon of the Bonk of the Province 01 
Buenos Aires. Industries wUlin9 to 
locate away from the BUE"nos Aires 
m.lropoliton district are offered sub­
stantial special incentives. 

Industrial Parks 
The Industrial Parks of the provin· 

clal qovemmE>nt are fully infra· 
structured and offer significant In· 
ducem nts to investors as well as 
th~activecooperallon of Mr. Pereyra 
OlazabaJ's deparlment. The parks 
already In service are located in the 
cUles of Azul. Bahia Blanca, Bro· 
gado, CarIca Casares, Chivllcoy, 
Coronel Suarez, Junin. Mar del Plaia. 
Lincoln, Olavarria, Pergamlno. Ton· 
dll and Tres Arroyos. 

The Tortu9<U Country Club, h ... d world·champk>n polo lea"" lor the pa.1 50 yean. where 
Arqenllne tuQh toc .. ty qattwf, on w ... k.nd. 10 wotch conl .. l. oa It •• 'Qhl polo fielch. 
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Tourist Magnet Mar del Plata Walks 
Hand-in-Hand with Industry 

l Characterislic oj the rest of the 
'" Province. the eleqanl city of Mar del 
-.Q Plata, with lis wide, spotlessly clean 
~ boulevards. one thousand hotels 

and lodQinq places, and the world's 
iOrQest coslno, Is also an Important 
center of Industry. As a result of lar­
sl9hled profects under the 9uidance 
of Dr. Marlo Roberto Russak. moyor 
of the dly. yeoHound qTowth oj the 
Atlantic coast metropolis is ossured. 

Or. Russak. intendente oj "the 
Pearl of the Atlantic", heads up a 
dedicated loom of experts deter­
mined to provide year-round em­
ployment for the butQooninq per­
manent population. They offer a 
comprehensive proqrom of incen· 
tives to ArQ'ontine and forelqn Indus­
trialists 10 lalee odvonloqe of the 
easy access to oqrlcultural and !leO' 

related products. and the city's ex­
cellent communications by hiQh-

way. railroad, air and <1. 

Despite the conUHI,IU~ Qrowth 01 
Mar del Plata, Dr. Ruaoi: 1iClY1: W. 
cannot think only of to.u1lm. aJ· 
thouqh we are provlcilM' fCldhU. 10 
accommodate the year round boom. 
We are also qenerotlDQi prOQlama 
lor industrY which can bh odvan­
taQe of our laoor market. the OQfOo 

industrial pc: •. mual. and tho tea­
Mar del Plata bo1nQ the world'. 
seventh lotQeSt f!.Ahln9 port yJeldl.n9 
some 400,(XX) Ion. of ocean prcldUC'tl 
annually," 

The FisheTles IndYStJ1al Park at 
Batan, 10 mila. Irem 1ho dly. 11 a 
center lor prQC8Sli.nq and Ireez1nQI 
fish and aeafood for ~ con· 
sumpbon and upon 

The muniopaJjty proYtdu on at 
troctve pockOQ8 10 pcMnba: lnvee­
ters In offE'nnQI portioN o! 111 .coo. 
acre mdustrial zone, oddln9 w1th no 

ow<~_ Iho Inh 
water. WWCJOe. roo 
.Ied:rie power. natu:. 
petroIf'Um avana ty 
dw 400 ocr .. oro par 
area will daub in IizIl 
addlllanal4CO ""'" 10 
May", Ruuok d..a. 
the warld'. znc:.t comp 

M.:l)'Ql Ru.lk. 
10 !.nv .. ton ex 
whe,. he we. a ncer: 
Takyo_l 
10 build maJor ytar-r 
"",-ucna and 
pari. 11_ 10 Ma 
Mayor Ruaeak 1I .. 
fIod by tho IoroIon 
..t Ho cao hal ell 
como \0 tnduR1_ 
Iho InmM at 
when Ihri mUl1 ,.. 
nt1l1 decacM. 

Proudly cItInQ Iho 
Mar dol PlaIa. Dr_ R 
In9' condo~ .. ore p.; 
par round w! h Iho c 

"'. III 
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only from 9-19 deqrees centiQrade; 
we have 40 theaters, eleqant resi­
dential neiQ'hborhoods, beautiful 
parks, complnQ areas and mountain 
ranQ'eI for those deslrlnQ' many lile­
style ~ptl(ms. Our main casino with 
1-14 r~ulette tables Is Ihe IOJ"'Qesl In 
the wvrld and can accommodate 
28,000 people at one lime. Four put> 
l!- Q'oif courses, 300 reslaurants, 

oc..:ommodatlons for 400,OCKl 
• la all odd up 10 superb enter­

..:.Inmen! for Ihe tourist or tesldE'nt 
~ke." With 26 miles of ocean beach 
~ 24 miles of rocky oceanfront, 

"e city meets lIa people's demands. 
AI Punta Moqoles, the munlc!-

1 t!y la developlnq a lourlst area 10 

.Iude a hUQe waler center and 
-num, and In nearby Punta 

ra Ihey plan a five-star Inter­
.ol holel with a private 250-

t L ~ch. For the laller they plan 10 

I bids from AIq"nllne and for­
hoteliers next month. They re­
thoae aeeklnQ Information 10 

:id..--eu mqulrlea to Dr. Alfredo 

Bueno. AlrH: McLauQhlln, Dlrector-General 01 the II 
"SocIedad del Estado", care of the II 
"lntendencia of Mar del Plaia", The 
oqucrr1um will be a 2O-yeor conces­
sion, which. Or. Russak says, studies 
show cen be amortized at $500.000 
annually. 

Th. Prorince In f'Iqur. 
Area (aq. miles' 117,638 
Atlantic coaslline (mil .. ) 1.130 
Mileago: paved roccl. IS 

highway. hnilesl 96.500 
Population 11,370.000 

Amon; the city's incentives to in­
veslors, some of the more attractive 
are the absence of red lape and the 
mayor's policy of poylnQ' all muni­
cipal bills 0 1 once. Investors In in­
dustrial parks ore relieved 01 the 
rapidity with which applicalions ore 
processed. Special lax discounts are 
Qranled. to those who slotl construc­
tion within 180 days after 51;nln; the 
contract with a 10% discount on the 
price of land for qround-breaklnq 
within 60 days. 

Density 01 population. 
per aq. mile 

Life Expectancy, at birth; 
Men: 68.13 yean 
Women: 72.92 yean 
Average: 69.44 yean 

I...ileracy Role 
Mu.eum.t: 83; Llbrorl .. : 256; 

Dally New.papers: 177; 
RadiO lIalions: SO; 
TV lIalions: 22. 

Number 01 ha.pllals IS clinic:. 
Number of Doclors 
Forma: IS ranch .. (ealancia.l 
Averaqe.iM of each (ocr .. , 
Number of cattle 

.. 
97.7% 

1,696 
17.375 
93.478 

810 "In this process of development of 
lhe Arqentine Republic:' Dr. Russak 
says, "we odopted the s!OQon: Mor 
del Plalo: New Impulsel W. fovor 
creallve Inveslment~nd It Is work 
In9." 

on ranch .. 
NumtM>r (If Ib .. p 
PI .. 
Hor ... 

22.848.500 
9.688.881 
1.213.123 

611.023 

A symbol 
of confidence. 
Since 1872, we have achieved 
worldwide respect in banking because 
of our efficient and sound growth 
strategies and the permanent commitment 
with our clients. 
Because we've been around 
for more than 107 years. 

] [ 

.liill&M1I" With morelhln 200 ill 
'D A"'..,.O Fo,""" 1872. 

D~ cOHupandenl banks 
~ Ibroad Ind 

IT.'A'I'IA representltlve offices 
'&a&. in New York,- Rome. CarlCSS 

and San Plblo In Idd. tlon to 19 domestic bt1lnches. 
H.ld of1icl: aanco de Itahl y Rio de 'e Plata' 
Aeconqulstll00/(l003j Buenol AlresJArgenllnl1 
Tele. BrRP AR 21111/22895/1at20 . 
• 450 Park Avenue/Suite 210"/N y (10022) 

Phone (212) 688-8334 
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La Plata: I 
City of i 

Municipal Pride ~ 
Encourages Industry ~ 

g 
Municipal prtde and the delerml-

I, natJon to attract Industry 10 their dty 
, • c hallmark of La Plaia, capitol 01 

I Buer.os Aires Province. a city of 
520,0fX) Inhabitants with a younq 
"7ld nard,worklnq admlnlstrallon 
')Oded by Dr. Alberto Oomln9o 
.JllamantL 

Dr Te!tomonti, a 42-year-old al­
mey. In his first public position as 

lUlendenle (mayor), Is a product of 
t' • privot sector. H. and his Secre­
t, ry of Government, Dr. Fernando J. 
V-urelo speak With pride of the spirit 

La Plata's r"lden!s. The people 
\lV9 voluntarily formed 160 com· 
,-.. Iy con..lOrcios. comprlsinq more 

.:o.1XXI people 10 finance munl­
~ ~ pavlnQ. streelliQhlinq and qen­

Improvements-for which the 
,Jhbors spontaneously contribute 
funds. 

)ur people realize we. 100, or. 
""eurs bent on improvlnQ the city 

... cdl love." Dr. TeUamenh sold. 
\d. they make considerable werl· 

10 finance Ihe seores of public 
'W :-b W9 are bulld!n;. Nearly 90% 

I them are middle and lower­
In~me levels, but they do not hesl­
: Jle to pay for the;ood works." The 
proJects are fmanced by the cily 
qovemment throuqh local banks, 
and Ihe loons ore repaid by the cUI· 
ums, Thus. the in,endenda pays 
cosh to the contractors and secures 
the lowest centrad prices. 

Ahhouqh the principal Industrial 
proJects In the province ore pro­
moted by the PrOvincial Govern· 
ment Itself. the municipality of La· 
Plata IS anxious to attract medium­
SlzOO. non<."OntamlnaUnq Industries 
to lis area. Linked to Buenos Aires, 
only 32 miles away by excellent 
hiqhways. rallrood and air. It Is also 
a major port on the La Plato River 
with direct access 10 the Atlantic 
Ocean. 

Latin America's Most Modem 

Pi 
I 

Only 45 minutes from the center 
of Buenos Aires, and already 
chosen by 65 industries, of whIch 
20% are international, the Pilar 
Industrial Park is Latin Amer· 
ica's largest private industrial 
grouping, with facilities that 
have earned the praise of the 
United Nallons and the Gov­
ernment of the Province of 
Buenos Aires. 

The Pilar Park's 2,200 acres 
were planned and deSigned 
by a prominent Argentine engi­
neer, Meyer Oks. It already 
boasts contracts with over five 
dozen factories, of which 12 
are already in producllon, 

A carefully completed Infra­
structure includes a 40,000 KW 
on-premises power plant, a 
network of natural gasllnes 
serving every Industrial plot, 
automatic phone system for 
dIrect dialing throughout Argen­
lina, telex, and a complete 
system of paved roadways with 
capacity for heavy-tonnage 
trucks. 

With the executive well-being In 
mind, the Pilar Industrial Park 
oHers 40 small landscaped 
parks and green areas, plus a 
40-acre forest preserve. Each 
industry locating there is re­
quested to devote hall its land to 
garden space. ThIs, combined 
with the naturat beauty of the 
surrounding countryside, the 
construction of a small golf 

course In the park Itself, an ex­
ecutive restaurant, self-service 
cafeteria , swimming pool, bank, 
post office, clinic and nursery, 
contrives to present an unusual 
combination for a Latin Ameri­
can industrial park. 

Mr, Oks points out that the Pilar 
Park is linked with Buenos Aires 
by modern super-highways and 
excellent railway connections. 
The nearby city of PUar, with 
60,000 inhabitants, has good 
schools, cinemas, banks, an 
abundant supply of skilled labor, 
and excellent bus service to the 
Industrial park. 

FurttMr detail. m.y be r.queated from : 

Mr. MeY'rOka 
lAGO VERDE, S ,A. 
Belgr.no 427, 6th lloor 
Bueno. Aires, Argentlna 
T"-Phonea: 30-2644, 30-5429, 34-9362; 
34·3890; 34·9517, 34-9948; 34·2802; 
34·9560; 34·6854 

' ......... trW 

PILAR 
RUTA8 KM60 
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Breadbasket of the Free World 

mense output of cereals. IT'oat C""d po ;1 qovemmani 
In response 10 mlliQotinQ the 

world's nutritional demands. the 
Province of Buenos Aires Is prepar­
InQ to Increase Its already enormous 
production 01 foodstuffs. "The coun­
try within a nation", whose fertile 
humid estancias presently produce 
50% of all ArQsntlno's cerools and 
90"/ .. 01 some of them, has the com­
mltmentof the Province's Qovemor, 
General lberlco Saini Jean and his 
learn of eminent ministers and tech­
nicians. 

A IIrm believer in the role of the 
private sector, he has. durlnQ his four 
years as governor of the Province, 
been responsible lor more than half 
the GNP of AlQ'entina. His team has 
turned over more than 3.500 pul> 
Ucly-owned companies to private 
linns, considerably reduced the F~ 
vincial Qovemment payroll. Ixd­
anced the budQet and multiplied the 
agricultural and industrial output. 

During an Interview In the govern-­
ment palace in the provincial capital 
01 La Plata. In Ihe presence of Minis­
ter of Economy Or. Raul Salaberren. 
Gov. Saini leon sold the province Is 
Interested In stimulating forelqn In­
vestment. particularly in aqro-Indus­
try-the processing of the area's 1m· 

by-prcxlucts. til nponant role oJ ~ 
"Our 300 thousand sqUare kl)o. I ballv •. And in addWon 

meters are astride the humid pIlInfG. aumuh oUend by tho .. 
one of the world's most fertile areca." emmenl. the ~ pr 
he said. "They offer qraat opper· more advan~ -part 
tunily 10 Inv_tors with the know- (U9CII ciialant trom OW 
bow for translorminQ our raw mo· kJwd meu-opoUtan Bue 
terials into processed foods Qnd mer· "ror .sample,·· Gen. 
chandise. We can IOliSfy 0 kIr9I added. even the tam 
portion 01 the world demand fOf becxhet of Mar del Pi 
foodstuffs. as well as aublJdtory over to prtvcrto ~ 
products like textiles. l.a1hf f QOOd.s are advoncod tor c:onalr' 
and pharmaceuticals UUJjOr bus tennlnOL alae 

"The pnvote investor con foel... by pr1YatIt conc::MI1on. 
cure in the fact that the Buenol Airel 0: 1)1 tounst bdllu.. . 

PubliC $IdQf PfOdICt 01 ............ -..-- I~~· ' •. 
• 
• • -
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Gov. Soint Jean. who. in addition 
~ ~ belnQ' an army ofJIcer with a repu­
tation for independence. an a ttorney 
,l~d man of notable culture. said his 
reqime is portlcularly intNesleci In 
attr .nQ Industry 10 certain cities 
w-'I: Ivallable skJlled manpowe r 
ana .:J'ocrers who have demon-

etI ability to learn new tech· 
"ues. He cHed such examples as 

I Plaia. with 500.000 perma­
t habitants (and more than one 

durlnQ the summer); Tandll 
:avarria with 100,000 each; 

h.l Blanca. 2SQ,0Q0; Necochea, 
jQ and lunin. Peroomlno, Son 

~I laS and lucUl.·z, All these cities 
;.lst Infrastructures suitable for ex· 

T 

~ 

:~ 
• 
" 

'", Pravtncl of 8uenoI AIrII 
.pod4ur for DIriod Of 1976-71 
1$ tomPlI" 1M .,. to 1,1S 

1, ,Ita! ~1bIru 
2. t.::mrd ~QIrI:I 

...... *" "'.l! ... " 

.. ~ f",**,-,'-
6. f~ IOII'n1'r1.od11 

""~~'-
~ ., 

.nll". ,ndUstrJai d~velapmenl, he 
acid. 

"Our notion 8ullt!red 40 years of 
f,X~SSlve statism." aald Gov. Soinl 
Jean. "Now we must revert to priva te 
irutiotive. for too many years, the 
Slato manOQed so many busln8SS(>s 
that the private sector lost In torest 
and expenence. Now, the Q'overn· 
mentis concentralinq on iaro8 pub­
lic works, leavinQ' commerce and In­
dustry to the IndiVidual Initiative. 

"The Qteat sickness of stalJsm." he 
ojdod. "Is accented when It· b&­
comes too patemallsUc. The private 
soctor loses initiative and the econ­
omy slides downwarda. That Is the 
affliction which today affects much 
of the wesle-rn world." Ibertco Saint 
'ean has "complete faith" In the fu­
ture of Arqentina and the Province 
01 Buenos Aires. 

~y 

mgqnJ!lcenl pubik: 
when t~ dty was C"trcIMn as 

Express Service from: 
all ports US.A.and 
Canada to Argentina 
General Cargo-Containers-Bulk Oil-Reefer 

S.A. 
EMPRESA LINEAS MARITIMAS ARGENTINAS SA 

Modern Liner Service 

GENERAL DELEGATION NEW YORK 
One World Trade Cenler 
Suile 2611 , New York, NY 10048 
(212) 432-0877 Telex 232287 

23 



People 

l
:who 
ove 
people 

I'~lpk .. 1M, lou' ,,"'pit 
I'cople- ul .\o:r\lIU1~~' \11CC'nCII].;l~ 
\11 U~ po",pk ' 
All 01 10\ 
Who Ih .... h IOU .... d '(lUt 
bro,h 
Who I .... ' 111 bod 
"1"0,* ,h .. p.n'l('lllli/" ,It'>tr \t"I."'> 

btu ~'" III")Kir hun . 
hI .. , offKn w h~nIP~. hom 
,II(' looxl i't'.pIe \() til<- U(lC1 

OrrK~ 
A !(Tnt hUTNn gr(}\Jp Lh;u kill ... 
ho .. 10 II" .. -.",hour 
IQrm;r.I,,,n- ptopll- ltul n. "l1h 

"' 1'0'0,* of .. \trohnru ArgC'ntln<U 
Proplc- llul Ir;ornl hoo<o IQ m~kl!' 
t"('T.boch 10\ .. I~ 
B« .. uwo "C' .111' prnpil'''ho 100 .. 
Ik't.plr 

l11e great possI>IIty 

~AEROUNEAS 

"-.... A..R.G.E..N.T. • .,N..'A.S_. 

24 

-- -
"We olfer the best conditions for who abIorb tho Ill' I 

the production of food for a hunvrY t:echniquft. We hove n 
world," he said. 'The world defi.:ll or er.cNY probl ~ W 
of foodstuffs in 1915 was 12 mUllon cmd prote1M- mea1 em 
tons.. In 1980, theworJd laces a ahOlt· ~-we lock rftly 
age 01 from 75 to 85 mil~ion tons. rdoqy. W. cl! r the 
"The Province of BuenM AmJ' wek::ome and ~rc1. 
can contribute In iarQE!' measurt 10 from any place n 
solvin9 that problem. We h~ maQ' wUl1no 10 tnwct up! 
nificanl human resources- peop'- how to this end." 
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INDUSTRIAL COMPLEX 

T he Ramallo-San Nicolas 
Industrial Complex, 
"COMIRSA," located on 
the borders of the town­

ships of Ramallo and San Nicolas 
on the right bank of the deep-flow­
ing Parana River is adjacent to the 
great Somlsa Steel plant. 

Destined to be the most vigor-
ous industrial in 
ArllentinA 

elusive use of the plants and a 
telephone central with an ultimate 
capacity for 7,000 lines. The Com­
plex has railway sidings and direct 
access to the new port of San 
Nicolas, assur ing highway, railway 
and ocean transportation. 

A fundamental characteristic of 
the "Industrial Complex," as com-

panies not only access to the pres­
ent steel supply, but the central­
ization of interdependent indus­
tr ies which can contribute to the 
national and International eco­
nomic development, making pos­
sible: 
• Creation of industries under 
competitive conditions, taking ad­

of the economies 
and agglomera-

Busines&\'/eek The~.~ of BuenoS IUI"'~ 
SPECIAL ADVERTISINQ SECTION 

creation of in­
which compen­
eventual cycles 

affect the na­
output. 

competi· 

July 14,1 980 

F r information on a particular advertiser's product or service. circle the 
B~proprlate number and till In e/l the requested Information below Thl. cerci 
must be received by October 13, 1980. of im-

1 Aerollneas Argentinas 7. Olrecclon de Energla, Province of 
2' AFNE (Aslilieros y Fabrlcaa Buenos Alras (OEBA) 

. Navalas del Estado) 8. ELMA-Argenllna Merch.~nt Fleet " 
3 AII' -Chalmers i. Fabricaciones Militares ( COMIRSA ) 
.. Ba~co de lIalia 10. La Plata (Municipality) 
5' Banco de 18 Naclon 11. Mar de Plata (Munlclpal!!y) 
6: Banco de la Provincia de 12. Ministry of Economy Province oISu.no. A" .. 

Buenos Aires 13. Pilar Industrial Park 

Name 

Title 

Company 

Address 

City 
Slate Zip 

Idle IIIn'1'strucnn~.~,"'''~~~'lKI",'mr'''·'''''tMtles ctose to each a her, 
water· purification plant of enor- whose creation and future e)(pan­
mous capacity, automatically con- sian is the result of careful plan. 
trolled with Intake from the Par· ning. One of its objects is to 
ana River (one of America's larg· achieve internal and external econ. 
est in volume of flow). Nine miles omies, so that the entire COmple)( 
of new reinforced concrete inter- is economically viable, while cer. 
nal roads skirt the area along with tain functions of the component 
10 miles of water pipes and sew· plants could not be viable in isola. 
ers, a network of natural gas al· tion. 
ready in function with 1,200 cubic Comirsa thus offers large·scale, 
meters daily capacity for the ex· small and medium·sized com-

-

th~fim;nlJ;":'s~:~;~~~S as 
those of future. 
investment in infrastruc­

ture and services already made by 
the Direccion General de Fabrica· 
ciones Militares in the creation of 
Comirsa is $20 million. 

More delails can be obtained from: 
Flbrlcaclones Mllitares 
Cablldo 65 
Buenos Aires, Nlentina 

27 



, 
I 
" 

INDUSTRIAL COMPLEX 

T he Ramallo-San Nicolas elusive use of the plants and a panies not only access to the pres­
J nd us I ria I Co m p I ex, telephone central with an ultimate en! steel supply, but the central­
"COMIRSA," located on capacity for 7,000 rines. The Com- ization of interdependent indus­
the borders of the town- plex has railway sidings and direct tries which can contribute to the 

ships of RamaHo and San Nicolas access to the new port of San national and international eco­
on the right bank of the deep-flow- Nicolas, assuring highway, railway nomic development, making pos-
ing Parana River is adjacent to the and ocean transportation. sible: 
great Somisa Steel plant. A fundamental characteristic of • Creation of industries under 

Destined to be the most vigor- the "Industrial Complex," as com- competitive conditions, taking ad­
ous industrial center in r---7-:::=:---~--=""--"'--:="""" vantage of the economies 
Argentina, the Comirsa .. M kr in scale and agglomera-
Industrial Complex was tion. 
planned technologically • Foresee creation of in-
on pragmatic feasibility dustries which compen-
stud ies. laid out on an sate for eventual cycles 
expansive 6,000 acres, it which can affect the na-
)ffers industry unlimited lional steel output. 
opportunities. As an ex· • Propitiate the competi. 

rnple of its solidity, tive SUbstitution of im-
Comirsa will contain aux- ports, and the production 

iary plants and subsidi- of goods of traditional and 
eries equipped to supply non·traditional exports, 
spare parts, supplies and particularly to the latin 
services to the major fac- American markets. 
tories installed in the vari· The Comirsa plan fore-
ous sectors. sees a vast building pro· 

The concept of the In- gram including residen-
duslrial Complex differs tial areas, a major equip-
from that of the Industrial ment center, recreational 
Park in that the latter facitities, health centers, 
does not provide, as a technical schools, all of 
bas ic requirement, the which wit! be implemen. 
technological inter-rela- ted on a short, medium 
tionship among its fac- and long-term basis. In 
tories. The industrial park ..... - , addition, the forestation 
is planned for the small program already in prog. 
and medium-sized fac- gress has created allrac-
tory. Such a park can also tive landscaping along the 
be created within the Industrial pared to the "industrial conglom- internal roadways. There are power 
Complex, as in the case ofComirsa_ eration," is that Comirsa fosters a lines of low, medium and high ten-

Comirsa already boasts a first- group of interdependent industrial sian to meet the requirements of 
rate infrastructure. including a activities close to each other, the firms already established as 
water·purification plant of enor- whose creation and future expan- well as those of the future. 
mous capaCity, automatically can- sion is the result of careful plan· The investment in infrastruc­
trolled with intake from the Par· ning. One of its objects is to ture and services already made by 
ana River (one of America's larg- achieve internal and external econ- the Direccion General de Fabrica. 
est in volume of flow). Nine miles omies, so that the entire complex ciones Militares in the creation of 
of new reinforced concrete inter- is economically viable, while cer- Comirsa is $20 million_ 
nal roads skirt the area along with tain functions of the component 
10 miles of water pipes and sew· plants could not be viable in isola­
ers, a network of natural gas al- tion_ 
ready in fUnction with 1,200 cubic Comirsa thus offers large-scale, 
meters daily capacity for the ex- small and medium·sized com· 

More details can be obtained from: 
FabriCiciones Militares 
Cablldo 65 
Buenos Aires, Argentina 
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Ii .-----------AI:=gentine Banking 

~ Powerful Factor in World Financia l Spheres l ~ 
0; 

I The oldest and one of thE' most re­
ii specleci banks in all 01 Latin Amer­
- lea, the Banco de 10 ProVInClO de 
~ Buenos Aires is also one of I.he 

world's most active and proqreS51~e 
despite its stand In; as the province s 
oHiciol bank. And In r9C('nl years, 11 

has played an ever-Increasinq role 
In world finance. 

In addition to its 281 branches In 

the province Itself, the Bonco de Ie 
Provincia operates a hemlspher~ 
wide network of oqencies ano 
branches which play a qrowlnq r • 
In intematlonaillnonce. 

In the United States . the Previnc. 
Bank has an agency in M1Qllll. :md 
this September will mauqwats a 
bronch at 650 Filth Avenoo, New 
Yo rk . Its Los Anqelea b:onr-b 
opened only three years QQO ~ 
ready txxlsls over $300 million ~ 
assets, placin; II hiqh cn the US! c! 
lorelqn banks In Colil:,:mia. The 
bronch conducts important opera­
tions wHh ArventUlQ, Mexlco. ~ 
dor, Venezuela, Brazil. ernie. P8I'U.

1 
Paroquay. Bolivia. Honduroa. Pan· 
ama and Nlqerio. 

The Institution's success Is attrib­
uted by Its PreSident. Roixono Bull. 
rich, to the fact that the Banco de ~ 
Provincia "offers a more comple!a 
and competitive service to those in. 
terested In foreiQ'ncommerce." 

"We are proud that the ban.k son 
a firm foundation and playinq r-u -l , ,.,..r.>mont 
ever·lncreasinq role as pro'mnn1s1 laY' we are at 
on the International scene," adds beaen::. ~1k1Qr.IPft. 
Mr. Bullrich. ··Of course. an lmpor. 80'" Y behev. In a 
toni faclor on ent£'tinq the m:.ney State ISNC'tute fa cau.. d many 
market In the United. SI:.!!es Is t.~ of our «:on Not cnJy mflo. 
we come with a sol1dJy-er.ah~ t1:m.. 1:-.. the eel"",,,,,,,,,,,,, 

T~atI.on 
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__ loqy 
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Tho r-

name which has alwayS IDr-r.Jed economy In the bmds o! 1M 0C'nf'n-

confidence and respect In world men! COUMd the ~ d 1!~~;;; 
kxmlc.inQ' circles. CDU:'1try 10 ~trc!o in L'- '1fy cf r. :"':%! 

"Naturolly. our advances c;tve BuenoaA:zes. W.~~ato- _~~ r 
rise to new vistas for the future of -.~ and:l ~ ~ • • .,.. '''- fC: 
the bank. In which the plans b :uuat be (ina cr ?tb.- W. mu.! far 'I ~ 
openinQ' bronches and OWnc'iea r.!lf on:.Y:!or J aa Ihat for the :::en: '"' 
abrood will have repe:.:uasL~ the Sta:e> b': ~ CII w 01 P1anntng ard ~ ct- cr«t 
The very approach t:> the New Y xx. t:-.eo l18 ItJte Ibm t k Buca kree ~ lor 1ft II 
market not only br.nqs the vlQ;j: of w. '=UIt ccrr.c1 the &n:rtnDe.. b1 01 a ~ .Hkientlal czr«I ~ 
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1p -·!oo, this will be the largest first mortgages on living quarters on additional $3.2 million. ~ 

I :r: ~usttiol·residentiai complex In the Province of Buenos Aires, A breakdown of the loans occord· ~ 
I L.CI! n America. Another feasibility whether new or old, and the mort- Ing 10 location. excepting those re- ~ 

<. 'wers the construction of a 90995 are not burdened with finance loled to Infrastructure and services, ~ 
lilian conal 105 miles long charges though they are subject to shows that 96.23% went to the In- ii> 

I 0 outskirts of Buenos Aires pr&established. mdexed. corrections. terior of the Province of Buenos il 
~ I. will provide potable water for The ocmk. however, quaranlees the Aires. while the remaining 3.77% ~ 

n len million Inhabitants. pro- payments to the qroup by the mort- are In the Greater Buenos Aires g 
\: drainage for the area, and re- qagees, so thai failure to comply by metropolUan area. Agro-lndustrlal 

the cost of transporllnq agri· any of them does not affect the projects received 54.12% of the 
ural and Industrial products to qroup's capitol. lunds; Industry 42.8% and 3.08% to 

arleets and export wharfs. The peculiarity of the system Is the hotel Industry. 
that all funds deposited by the group The bonk approved financing can. 

Mortgage Department ate earmarked for specific purposes. strucllon of the highway and park 
e Banco de la Provincia devotes The monthly growth of the fund and which w!\l join the north and west. 
f"46 percentage of Its loan port· loans available are pre-fixed at the em accesses of the federal capital. 

) 10 housinq, having established lime of subscription, remaining con- This important port of the provincial 
J '"ial department In 1911. The stant. The bank's profli comes from infrastructure, will cost some $68 

lO'qa division boasts 295 pro- its use of the funds during the 30 or million. 
,ola and technicians Indepsn. 50-month period. 

the 281 branches, and 308 By March 25, 1980, the bank had Financing Municipalities 
':lIl;ted aqt>nls In the branches organized 32 groups. with 3,041 su~ The bank also grants loans, guar· 
~:ves. scribers. The competition among the antses and bonds to municipalities 
~OU8ing mortgage division, subscrib£>rs for mortgages under the in the Province for urban Infrastruc-

lUOry 31. 1980 had a capital of bidding arrangement is so kef!'n that lure, public buildings, purchase of 
mIllion, 48~44 mortgage ac· some applicants have paid up to machinery and equipment for pub­
'I tOlalmq $213 million and de- 50% of the face amount of the morl. lic services, and projects of general 
",,15148 million. qaqes desired. and acciallnterest. The 127 munlci-

'liqh ralel of mflalion In Ar· polities in the Province of Buenos 
no in recent years have of· Investment Credits Aires owe the bank SI47 million, 
~ the programs for 10nQ'·ronqe The bank's Investment Credits much of which financed construction 

]I clng. and partlC'Ularly for hous- Manaqement office, created In 1977. 01 schools, hospitals, libraries, old. 
~. faced with this emerQency the facilitates Investment financing for aqe homes, museums. paving,drain. 
If-:k maugurated a sophisticated industrial promotion projects, agro- aqe, water supplies, gas lines, side-

gamut of types ef financing. To offer industry and infrastructure In the walks, lighting and telephone net. 
~re aiteomohves, It launched on Province of Buenos Aires, in line works. 

May 14, 1979 a aystem of '·Loons on with the proVincial government's 
POr1lclpotlnq Savings, which works development poliCies. In the general 
as follows: Interest, the board of directors may 

The bank sponsors the formaUon also finance investments In Argen­
of groups of aavings depositors who Una outside the province Itself. 
agree 10 deposit a specifiC sum 
monthly which Is used to advance 
two monthly mortgaqe loans to Its 
members. 

The subscrlbed capito!. as well as 
the monthly quotas, are re-adjust· 
able untillinalizotion of the contract, 
on the basis of a monthly accumu· 
lativ~ percentage of interest. The 
savinq plans are for 30 and 50 
months. for groups of 60 and 100 de­
positors, and the d{>posltor may sell 
or cede his account to others. The 
bank concedea two loans monthly, 
one by lot, and the other by bids to 
the depositor who advances the 
lal'Q'€lSt number of monthly pay. 
ments in advance. The loans are 

- -----

The lines of credit currently In use 
are: 
• Loans subJect to the Index of mone­

tary ( exchange) adjustment. 
• Loons In fixed local cu rrency 

amounts, with nuctuatlnq Interest 
rates. 

• Investment loans in foreign funds. 

Since establishment of the secllon, 
and until feb. 29, 1980, the bonk re­
ceived 167 applications following 
preliminary consultation. They have 
finalized 42 of them, and approved 
39 other requisitions. for a lotal of 
$198 million, while other applica· 
tions are still being processed for 

Support To The 
Primary Sector 

The Banco de 10 Provmcla plays 
an indispensable role in the provo 
Ince's basic economy by finanCing 
producers (either owners or leasaes 
of aqrlcultural lands). The loons 
finance planting, harvesting, costs 
of farming, administration and the 
winter season, and '·Investment," 
mcluding the cost of machinery. 
land, improvements. rural hOUSing. 
fenCing and eJectnficot\on. 

The bonk will lend up to 100% of 
the funds on the basis of Ihe individ· 
ual's credit rating and signature, or 
up to 60% If the loan Is guaranteed 
by securUy or mortgage. Crop loans 
can run to one year, with monthly, 
bi·monthly, tri·monthly or semi-an· 
nual payments. while investment 
loans extend to four years with 

,. 
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The Province of Buenos Aires' 
government keeps abreast, and 
indeed, ahead of the electric 
power needs of the area's fast­
growing industry through the 
"Oireccion de Energla de 13 
Provincia de Buenos Aires," 
known as "DEBA," 

Provided with coal and low­
cost natural gas, abundant water 
and the technical expertise of 
the USSR's "Energomachex­
port," DEBA is building a 620,-
000 KW generating plant With 
two 320,000 KW units, in the 
Atlanlic port city of Bahia 
Blanca. 

DEBA's site embraces 125 
acres, enough for the projected 
new plant, with room for future 
expansion on an additional 125 
acres. landfill taken from the 
main access canal to the Inge­
niero White port is being used 
to elevate the site from its pres­
ent 11.6 feel above sea level to 
21.6 feel. This requires some 1.5 

VlJder, I 
nurwger of OEBA. the Pro\'ll"ICe of 
Buenos Ajfei' power «Hnpiny. 

l 

\-\odel 01 DEIA' t.lO. ..\Ii, p!'Ir ,bftJ pUnt brint bull "" I.AtI 
be fueted by coallrom Atp'ftfiM rftIJW'\ 

million cubic rMt~n; of "U 
which is being drf'dgc-d \<\ Ilh Ihf' 
collaborallon of Ihf' !\:~IIO"" 
Oeparlmenl of Port (, 1ft trUC4 
tion and Na\lipbl~ Watf'rwa'(1 

TECHN ICAL ASPECTS 
The boilers of th~ 'wo )20 .• 

(XX) KW generators w,1I b. 
equipped to ~rate at super­
crilical" temperalur~s u\inl 
coal from Argent'''' 's RK) lur 
bio region. 

The ~hia Blanca Cf'Olral ¥I- II 
be linktd toArsenh""" RlhOn.! 
SOO)XX) volt pow~r cnd Jt.,. ,II 
serve not only tht- In(reollanl 
kKat dt-mand for ent'1'gy. but 
.. Iso the inlerconM'C1,na nI~ 
lional power lrid-

NEW FACILITIES 
The OEBA power pbnt ..... 111 

ha\le Its own ~-pwalf'r dod. 
for unloadmg of coal .and 011. 

slorage uea for cOolI rf'Se'rVf!S. 
two storage tank\; poKh for a 
week's supply of fu~ oil, a fully­
equipped m.ilchine mop, aUlul. 

!,'" "lulpment w n,; 
boUt,.,. r.aw.atf" "u~ 
.nd w,Ur drjpoYl 
Llbourory.nd w"f'h 

MCKkm f"Qulpmenf 
If'Nncf'' will ~ Iml 
worhhop. with .. (onfr 
fOI Ntu,.1 gD.' w 1 
IflISktn ,ut»t.ltlon 

noIln· 

I In ~ 
ol;}nt 
hl8h-

According 10 gMCf. man~' 
Sf" Col \\.Ilter aider d,­
rKU all of O£S ... ·s opt: 3110m. 
,he MW l<."'Mf.hng plJ:nt WIll 
.!so NY\" ~Ulpml:ftl for eCO"' 
norrnul ourpul of pcwvt"f plus 
hc-,hh.nd 'In, .• id ru~II,"ons, 
flfr-flghl"11 JY'tHm .And tom" 
plftntonu'Y ( 

InsJ"..., VI>~I "YO OIBA IS 
build,ns. 1("f1t"S of tnsl.lt~IIonS. 
indudinl prOYI Ion at ",tu,.! 
ps 10 JOlff'.l,~p..,.~nsa'l 
thto prcwincf"", indUSfri.Ji ~'u. 
Tho DIBA P' p.prim ... which 
"" II M- in wfvke thn ye.I'. ex-
1t."1ld for 610 ml1c:s. plus tr.n<;­
v(""",b.1nd r.-pfestml ,n 1m. ~t· 
m~1 of nf'.Irfy S 100 militOn. 

--
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lmorttzation of only 5% the second '* 

Y4.>af 20~ the third. and the balance ~ 
cl the end. The payments are dated & 
to ;)1 ;"1de with the horvest·sole ~ 
period iii 

Industry 
"'b transformation undel'Qone by 

Atqenllne financial system In 
977. caused operational dlffi· 

98 to those Industries which did 
;E"rstand, or were slow to 

J the new rules, 
t 'plesarlos. accustomed to oper­

a markel of subsidized 
with interest rates for below 

fUqn PE'rcenlaqe of Inflallon, 
afflicted with short-term bonk 

'lations which they could not 
unmoolately, and whose bur­
beeome .. rious with the sharp 
I, In the tndexed Interest rates. 
~9 acute with the reduc· 

tn onsumer buytnq. a result of 
vest1nq boom In the commun· 

'Nt: 1 was created by the hlqh 
• t offlO'red by financial Instttu· 
n ~ dppoells-ond which re-

In a mass volume of certifl­
bMI of deposit. at as much as 90 
1C91lllnleresl PE'r year. 
1"lo dill.cultt_ were sPrtous at the 
J1't of 1979 tn tndustrles which 

n service their short term 
bta nr adflpt rapidly to the new 

arko, )ndlllOIl8, Nevertheless. the 
:OJ rlty d thp&8 companies had 
un,] strutC'ture and productive ca-

I pen ltv, This inspired the Banco de 10 
Pro'/tnClO 10 adopt emerQIsncy mea· 
sur.,. to sustain those In temporary 

!<au .. 
To furnish help the bonk analysed 

every Sltuohcn and possibility of r&o­
hnan::.nq theIr debts. Terms up to 
four yeura W{>fe 9rantOO. with amor· 
tlzatlon tailored for every case. and 
payment of interest Irt·monthly. 
aeml-annually or annually. Compl&o­
mentinq this policy. It cancelled 
punillve tnterest r0181. from the date 
of oppHcalJon, of debtors with mort· 
Qoge quarante9S. 

Personnel Training 
The Banco de 10 Provincia de 

Buenos Aires has. since the start of 
the century, maintained a special 
section for extensive employee train-

A~nline qauc:/to I a mlllu<hClmpl"n at CII"Inllcl lIvHtoek ahow In Bueno. Au... 
BIq wlnnera from the Provine:. of Buenoe AlrM were Percheron ~llotr arolhoaa and lhe at\irdy 
Cnolkr: breoed. -., Of __ ......... 

tnq and personnel development. The 
courses are available to all person· 
nel, always with respect to seniority 
and competence. While understand· 
Inq the need for trained personnel In 
the technical aspects of banking In 
the computer age. the philosophical 
and administrative aspects of bank­
ing, as well as general culture, are 
not neqiected. Special attenllon Is 
Qiven to public relallons. human re­
lationships. the ecanomy In general 
and the social sciences. 

Social Services 
One outstanding feature of the 

bonk's social proQram was created 
In 1918 to encourage social stability. 
and provide recreational facilities 
for Its personnel. In that yoor \I 
founded its Athletic Qub, and the 
"Qub de 10 Plata," and later the 
" Asododon Mutualista." The Vaca­
lion Colony was Inouqurated In 
1943,ond the Canteen-Supply House 
a decade later. AU operale under 
the bonk's "Social Services Com­
mission," which stimulates social 
and athletic contact amonQ the 
branches. and encourages cultural 
advancement 

The Mutualist Association pro­
vides medical. phannaceutlcol and 
hospital service, matern\ly and 

death benefib. The association has 
Its own sanatoria. clinics, maternity 
wards, laboratories, X-roy facUlties. 
optical offices. Specialized medical 
assistance, dentists, nursinq service I 
and non-profit phannacles. I 

The bonk's Vocation Colony oP", 
eratas summer vacation residential 
facilities in the mountains of Cor­
doba, lis own hotels in Mar del Plato 
and Bariloche. residences in Villa 
Gesell, and an hotel In Buenos Aires 
where pensioned and present em· 
ployees from the interior can spend I 
lime In the capitol clly. 

With Its Conteen-Suppiy House. I 
the bonk qrants credits and time­
payment plans to employees for the 
purchase, at competitive prices of 
food, c1othlnQ. household qoods and 
Qeneral merchandise, both in Bue­
nos A ires and Mar del Plata. 

Personal Loans 
Throughout the country the Banco 

de 10 Provincia provides personal 
loans 10 lal'Qe sectors of the popula­
tion, particularly profeSSionals, arti­
sans. fanners and cattlemen. small 
businessmen and Industrialists, and 
physically-handicapped or retired 
people with modest pensions. In no 
case does the amortization exceed 
30% of the Individual's Income. 

~ 



IBM-compatible 
computers explained­

by the leader in 
IBM-compatible compute · 

In these limes of recession, InHalion, 
and high interest rotes, it's Imporlantta get 
the most for your money when expanding 
your computer Inslollation Especlatly when 
you're under pressure to Increase produclMty 
Wlthin your current budget hmltahons 

At Nanonat Advanced Systems, we offer 
the Industry's broadest range of InHatlOn­
fighting IBM-compohble computers tn foct, I 
we have the largest Installed base In the 
entire Industry. Thafs wtr( It makes sense to 
consider a compo"ble computer from the 
leader In the field 

The concept of compotlbthty has allowed 
manufacturers such as ourselves to proo.ide \ 
supenor pnce/perlormonce oltema\Mes to IBM 
users As a result, the IBM-compallble seg­
ment is now grtmng lW1ce as fast as the rest 
of the doto processing Industry. 

Compolible computers ore here to stay 
And Nalional AcNonced Systems WlII rennOin 
In the forefront- because we understand 
your need to Increase productIVIty while pro­
tecllng your Investment. 

Our Advanced Systems product family IS 
backed t:1f a S 1 btlllOn mulh-natlOnal corpora­
"on and boosts the finest servICe and support 
In the enllre Industry 

For more InformatIOn, contact your Iocol 
Nalional Advanced Systems soles OffICe, or 
contact Mar1lellng Dept. A4, 3145 Porter Dnve, 
Polo Alto, CA 94304, 415/856-5000. 
. National AcNonced Systems We don't 
Just gIVe you compolibillty - we Increase 
your productMty. 

~National 
~ Advanced Systems 
The Compatible Computer Company 
A subSl<l ry I • \I: 
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• 9 Airlines 
parcels. 

~r\dW1do .:onr.ectoos lor people as .... as 

• 6 Railroads IOf larger loads and longer hauls, Indudlng 2 
with track leading directly to Tulsa's Pon of Catoosa 

• Over 3S Major Trucking Firms f()( door 10 door seMOI 
anywhere In the nation. 

• Pipelines, the largest move~ of petroleum goods 
Cer.lr.' Location tI10I au10matlcally pots you moles ahead 

competition. 

ImPlete story on how T u!sa can put your 
along With other great reasons lor kx::attng 

JoIYl Dog"', Manage< - """"""sI 
ECOI IOmIC ~ 0rttsI0n 
Metropolitan Tulsa ChatrtIef of CcM'i •• ce 
616 South Boston 
Tulsa. OK 7-4119 
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E (jAVE THE HOME HANDYMAN 
THE SUMMER OFF. 

Remember the good old days. 
When summer came, many a 

hOI1leO\A.'Oer had his hands full 
Of paint cans and 
brushes, ladders zmd 
tool boxes. 

But over 
the years 
w~'ve helped 
change all 
that 

Geon" 
vinyl mater­
ials. developed 
by BFGoodrich 
Chemical. have 
made a host of 

building products 
better. Just about ----------
maintenance· nee. ___ ~ __ ~ __ -' 
And beautiful. ________ _ 

Uke window 
frames. siding, ---------... 
gutters. 

And giving the home 
handyman the freedom to 
enjoy his free time. 

BFGoodrich Chemical. 
Developing and produc­

Ing Innovative materials that 
help improve your way of life, 

Inside your home we save you 

trouble 100. Wilh trim and molding BFGoodrich 
lhallook like wood. 

And viny~ fodlooring, plombing, Chemical Group 

wall coverings, J~::~~::~::::::::::::==:::r upholstery fabrics and 
wire insulation. 

We pioneered PVC ~~~:..r-----:----_:~ materials for building products, 
helping our customers prosper. 

Were the Chemical Ciroup of BFCioodrich. 
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If your power operation looks like this, 
Foxboro energy management system 

c uld save you nearly $1 a year. 

Louisiana-Pacific. 
Louisiana-Pacific Corporation's 

.talner Products DiviSion, In Antioch, 
lomia, IS a 900 TPD pulp and paper 
which Includes two gas/oil fired power 
ers, each With a 160,000 Ibs/h steam-

, capacity and supplying high pressure 
, psig steam. Three recovery boilers, 
d With black liquor and gas or oil, pro-
le steaming capacity of 200,000; 100,000, 
rj 50,000 Ibs/h Additional 1200 psig 
1m is purchased from a local power 

, ty. There are four turbo generators sup­
ylng electncal power to the plant. plus 
'tllity electric tie-line. 

As can be seen In the plant diagram, 
variety of fuels and power sources, 

,,; the vanable fuel costs and tlme-of-
'Y electrical billing, create an extremely 
nplex energy management situation 

, ch is compounded by varying process 
),is for steam and electrical power. 

Jlslana·Paclflc's solution has been the 
allatlon of a Foxboro cornplJter··ba:sed 

EasIy ~ Foxbc;woOfaphocs provode a deal rea!·'#ne0llef· 
VIUW 01 p&ar1 ~ IW'd I;,IlQ$ 

Industrial energy management system. 
USing this system, the formidable task of 
controlling energy flow to the mill has been 
implemented in three phases: 

1. Wth an initial data base of 40 
process measurements, substantial reduc­
tions in energy usage were accomplished 
by knowing the actual electrical and heat 
loads In the process areas. ThiS has re­
sulted in estimated annual savings of at 
least $150,000. 

2. By adding 100 Foxboro field 
transmitters, live up-to-the-minute data 
was made available. This allowed system 
calculations for power plant operator 
guidance in boiler and turbine generator 
dispatching. Additional annual savings 
have exceeded $200,000. 

3. Wth on-line automatic control of 
purchased power, closed-loop control 
provides the most cost-effective balance of 
turbine generator dispatching, steam pur­
chase (vs. steam generation) dispatching, 
and operating against equipment con­
straints in real-time with time-of-day billing 
and present-day energy costs. This is 
projected to result in estimated annual 
savings of more than $550,000. 

Whatever your industry, the Louisiana­
PaCific experience with Foxboro control 
systems is proof that astute management 
can deal effectively With both process com­
plexities and the demands of the current 
energy situation. 

For more Information on how Foxboro 
can contribute to your specific application, 
write The Foxboro Company, 120 Norfolk 
Street, Foxboro, Massachusetts 02035. 

fOXBORO 





Business outlook 
William B. Franklin, Chief Oulio<Hl: EdUor I July 14. 1980 

For some Industries, the bite Is worse than In 1974·75 

It Is still the consensus of economists that the current recession will be less 
severe than the downturn of 1974-75. 

But for 8 few Industries-autos, tfousing. agriculture-it Is already more 
severe, and some Important Indicators are on a taster track downward than 
they were at a comparable period In the previous recesslon. 

While II Is clear that there are 8t least several months of economic contrac-
tion stilt to go, It Is not at all clear whether aher that there will be 8 cyclical 
turning point or further months of decline. 

And there Is no way to tell how much output will have been curtailed by the 
time the bottom Is reached. 

The economic forecasts are mostly proJecting a conventional business cycle, 
with recesslon runnIng out Its strIng thIs fall to be followed by recovery. either 
moderate or robust. In 1981. 

But the forecasts are tainted by their failures of recent years, and they have 
an especIally bad record In mlng up current condItIons (pao. 88). 

The leading Indicators conclusively portray deterioration in business condi-
tions and point to continued rapid declInes well Into summer. 

The best that can be said for the most recent crop of business indicators Is 
that they are not sinking as rapidly 8S they had been. 

That is meager consolation ; record-breaking declines could not realty contin-
ue unchecked without precipitating a depression. 

Order flies are shrinklno fast. suggesting a growing Inventory problem. And 
signs are proliferatIng that capital goods have Joined the recession. 

Those economists who view an apparent flattening In autos and housing and 
a moderatIon in the rate 01 decline of the Indicators as proof that the worst is 
over are whistlIng In the dark. 

It may work out that way. but a slowing In the rate of decline yields IItlle 
assurance that the recessjon will be neither long nor deep. 

Commerce'. Inde .. tak .. a record plunge 

The Commerce Dept.'s composite index of foreshadowing Indicators took 
another header In May; It fell 2.4'1., following the huge decline of 4.1'1. In the 
prevfous month. That was the largest two-month decline In the postwar 
period. 

Eight 01 the 10 sensitive indIcators available for the month registered 
declines: number of hOurs worked per week, layoff rate, change in liquid assets. 
change In raw materials prk:es. orders and contracts for plant and equipment In 
constant dollars, real money supply. new orders In constant dollars, and 
number of companies reporting swwer dellverles. 

The two on the plus side were stock market prices and homebuildIng 
permits. 
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Business outlook 
continued 

01 particular Importance among the senSItive Indalorl IS the extensive 
decline appearing In data related to the industrial sector . 

The layoff rate in manufacturing jumped 25%. new orders tor bOth consumer 
goods and capital goods fell substantially, and compantea' delivery times 
shortened. with only 32% reporting slower dellvenet compared with 40% 111 

April and 45-;' in March. 

The Indicators thai reflect current , rather than prospective. condltk)nl 

payrolls, Industrial production, feal income. and Intl'hon-adjusted buSiness 
sales -are, as you would expect, In a rapid decline 

And the recession has gone on long enough now to drag In the lagoell 
thOse Indicators that begin to slide atter most olhefl hive alrNdy begun to do 

so. 

This is usually 8 good sign. When theM IndlClltorl decline. It means that 
imbalances In Inventories and costs are beginning to Improve. 

But the current decline Is related mostly to the btg drop In the prime int.est 
rate-one of the laggers. Untortunatety. ,.b« costl ... 1 Ihll riling rapldty and 
Inventories are not yet dechning 

New order Ilide preaages summer production cutbacks 

You can expect a batch of bad econonuc news over the next M'Y8f'1l weeki .. 
the data for the month of June are re4eUed 

One of the first indicatIOns of the wlY things ......-. ook'g In that month 
appeared In the monthty report of till busaneu IUrvey commttt .. of the 
National Association of Purchwng Mlnagement gloom and doom an tNt 
way. 

Notes the NAPM: "The economy II In WOfM Ihape ItI." last month. espec:tarty 
in the new orders area. " 

It certainly is; some 58'/, 01 the purchwng e.ecutlve. reported I marked 
decline in orders- "the greatest number repOf'tlflQ I decline m the hiStory 01 
the reports. exceeding the preVious record set In Decemb«, 1074 .• 

They also report continued empk1yment culback •. productIOn dednM. and 
some Involuntary inventory accumulltlOn. And Iithough ptlCee are still ,lsIng. 
only 35'/. of the NAPM member. note ina ..... · the amal"', pt'oportM)n in two 
and a half years. 

There is a welcome trend deYek>ptng her.; ," May. 52% reported ~hII 
prices; In April. 67%; and In March, 79%. 

One unwe~me trend may be emergmg: rldUC1lon in in...-tmenl tor caprtel 
goods. There ls a grOWIng number 01 comparll" who .... pulling baCk on 
longer-term commitments. 

Orders in nondefense captlal goods If'Idustn .. declined In MI)' .11., ~ 
al adjustment, and were 16% bek)w their January rate. . 

AU major categOfles of heavy machinery ... ere down SigndlCanUy from 1" 
high points 01 earlier thl' year . 

Even machine lools. which h ..... been roanng atong almOSt uncheCked as 
conditions elsewhere deteriorated. are now mov.ng aheed at a llewer pKe. In 
May new orders-although stili well ahead of Ihlpmenta_ tr ed. year..,.Set 

• for the second SUC08SS4ve month. They were off 11% In April and 8% In May 
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OUR FREE 

BEFORE 
Rl~ht now, when you 

purchase or lease our "VQC" III 
Large Documenl Copier, we'll 
gIVe you lOur firsl four rolls of paper. 
free. ThaI's a 10lal of 3,300 feel. 
Enou~h 10 make 3,600 leller· 
siz(" copies. 

Of course, Ihe Ihing Ihal 
really makes Ihis copy paper deal 
so ,weel is Ihe copier Ihal goes 
",ilh il. Thal's because Ihe Large 
Documenl Copier features our 
unique Magne-dry process. Which 

BuSIness 

means you gel copies Ihat are 
all clean, sharp and completely dry. 
Up to 10· ... x 17': 

So if you'd like 10 gel a 
great copier, and a 101 of free copies 
in the process, phone loll free 
800-328-1684 for Ihe name of Ihe 
partiCipating 3M dealer nearest you. 
Or check the Yellow Pages for your 
local 3M Business Products Cenler. 

But hurry. This offer runs 
oul August 31, 1980. 

3NI 
-



July 14, 1980 

THE ECONOMY 

A stampede to cut taxes 
To hall passage of a GOP 
bill, the Democrats 
try to devise an alternative 

With the recession in full swing and the 
election campaign heating up, Congress 
is rushing to write a t.u: cut biU before 
adjournment on Oct. 1. Republicans 
started things off b)' proposing a broad 
bill modeled after t.u: cut suggeation. 
from GOP candidate Ronald Reagan, 
Senate Democrats. eager to face the VOL­
era with their own program, began to 
(!e,.·eiop an alternath-e and the Adminis­
tration reluctantly gave them a go­
ahead. 

The Administration has maintained 

! I 

Bent"" ( lett) and Senate oemocrsta: 
Unaure tNt ..... can make" thII ,...,_" 

that if a t.u: cut i. needed in 1981, it 
could be oonsider-ed then. Senior oftici&ls 
still hope Congre:88 will run out of time 
before any action can be taktn this ye.r, 
but the issue i •• live one now, 

Congressional Republicans forced it 
on June 25 when they began a push to 
enact a 10% across-the-board peraonal 
rate cut coupled with the 10-5--3 aooe1er· 
ated depreciation proviaion (or butinesa. 
AJthough the Republicans lacked the 
votes to pass their meuure, they fright­
ened the Democrats into beginning work 
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on their own a1ternau"t'. The Adminit­
tration quiekly let it be known that it 
would not actively oppoee lIJeh levil1.­
tion if Congrt'Sl prodUCfJI what Trea.Iu". 
Secreta!')' G. WiUiam Miller ealll • 
"eardully deligned, c.ardully COD­
Itr\)(ted tax OIL" 

Although there are aharp disagree­
m@l1a about the spedfiea of any laX bill. 
there i. a broad COnJeMUS on lht politi· 
eaI impert.th't of action to provide both 
penonal tax reductions and .. ~or 
overhaul of busine!ll ~tion rultt. 
Both c:onere-ionaJ w-wrib", rommit­
teeI plan hearings after Conere- re­
turns on July 21 from ita Republiet.n 
Nationa1 Convention I"eCfa But JeriouI 
....-ork on drafting legialatioo eaMOl • 
gin until late August. after the Demo-

eratit: National Coo~tion, and that 
luvea only lIe\"f:n weeki unt.a1 the Khed­
wed Oct. .. adjournmenL Sa)"I Senator 
lJO)"<i Bentaen (D-Ta.), c:bainnan 01 the 
new Senate DemocratK Taak Poru on 
Economic Polity "l'm DOt aut 1Ft a.a 
make it this )'e&r"_" 

By initiating IICtion on a t.u: alt .. the 
Republicans at. deli. the U!rtba 01 
the debatt. The Republican plan is billed 
as a first inst.al.lJbent on the Kftn~Roth 
bill-ra~ CUui of 10'\ • ) 'e&r" for lhrte 
yean, WIth pmonal taxa indexed to 
inflation lhtrearltJ' What.eno:r the 0.­
oerata PfOPOle, and -hattvf:r Carter 

ligna, mUll abovt' all b. ttl ~nt from 
the OOP .dwrM "What ... fomed to 
do politiully," uy' I ntath'e 

., put ru. 
ud _hat 

JamtI R. JOIW (D-Oltla ). 
wxe ~wn the R...p.a 
"" Otmotta .. aeorvt- .. 

The Otmoc:rata. baY ca: nourwd 
Kemp-Roth AI .. LU nat 'or rich and 
at itTHpon.ibly lara· . • movlq 
toWard redUC'tJonl that ..,.. naUer and 
mort alfWId toWard luwet ('111m. tax­
~ One vdl('if for ~ I. 01 the 
penonaJ alt. iJ • I~ b ~. 
tat.i\ .. IUchard Ctplwdt ,D- ilfo..) to Ii" 
Wpa)"UI trtdit OG tlwir m ~. w fOt 
lO~ 01 tMir Soria! Lax pay-
ment&. 'Tht Ctphardt oukI 00Il 
$14 6 btUiun in ca1tnd&r 19;- Iyotr· 
IIrlLina tMlIChedukrd $1 6 to n ~Q(NUe 
in Social Staint1 w. CO! at )'UJ' 

bmM IMMMo CIt'" A. .. III for low· 
ilXOll'lf \Vtna, rnoc:ntl 
.,.. li~1y to ~n dw • ,....j iMOmt 
rndit. whtrh allT'tftu, t-' "* paJo" 
Infn .. of up to ~ .. ,t'a ,. toll'lf fA 
tbt wwki_ poor 'T1l!. • i ('(lIt ... 

than $1 bdliolt., .,lh 1:. ~ac to 
mare lhan 7 millk. f Anolhtr -



politi"ally popular provision that could 
fi nd its .... -sy into the bill ill the easing of 
the "marriage penalty," which caU8e1l 
working couples to pay substantially 
hijrht r Wei than they would if they 
WI! l \<lt married. 

.orJ"aUl in Congreuand the Carter 
.-\ rbu l ion both would like to keep 
Uw of the total tax cut at around $25 
hillit ('(,mpartd with the S36 billion 
pn tag QrI the GOP bill. That does not 

f'U(jtn for both a business tax cut 
tun rompenu tion ror innation'lI 

yers into higher bracket&. 
I!Jf both "bracket creep" and the 
~'Iri tl· inen!aae would 008t $32 
ftlP.X t )·ear . 
"U nPIII ahare of the tax cut ini· 

h look fa irly arnall, but it will be 
fIi () i(T'OW aub!itantially over the 

II ( •• ,·cars. In the first year, busi-
n IU probably get no more than one-
rOl t or the total rut., much less than 
t.r. ·1 5;Jlit or tht 1978 Revenue Acl 
.. L\ is that it pta to be SO-SO in 
H iawr yean." N YI a Senate Finance 
C mitt.- minority s taffer. 

... In 11).5-3. Although the 1()..5-3 apo 
p TIla ~ .. WI named becauae it providtt 
{or • lOo)· t'ar wrile-off for structures. 
Ii"" M1 Cur moat t"quipment.. and three 
)'t' ((Or IOmt' aute» and light trucb -
h3 J 1UI'IKJrt. tven 
itl. It'J"lI I"K'OI(niuo 
M'J" ltdniral flaW"l 
j, II Bilt adoption 
01 ntiple underly-
in" ~-t'ndinR the 

n hip bf.' t ween 
,f' po,d od, and 

Ie! I' .too fC.'Ooomic 

"I d " ievt', in my ex· 
per not" ~rt'tar)' of 
tho Trtoa:ury. we've ever 
changt'lll 01.lr t!('C,nomic poli­
cy. " 

useful life of an investment-is virtually 
ce.rtain. 

House Ways &. Means Committee 
Chairman AI Ullman (D-Ore.) h8.9 al­
ready drafted an alternative that would 
create four depreciation elaaaea for 
equipment, with write-offs ranging from 
3 to 12 years. (Current Jaw includes ISS 
such classes, with lives ranging up to 28 
years..) For structures, the Ullman plan 
provides write-offs at a rate at least 
35% faster than does current law. a 
building that now must be depreciated 
over 45 yean could be writlen off in 25 
years. This approach would allK) set 
forth special, greatly simplified depreci· 
ation rules (or smali buainetUIes to use in 
writing off their capital investmenta. 

The Ullman plan initially is more 
expensive than 10-5-3, in part because 
the latter is to be implemented gradually 
over five years. Revenue analysta say the 
Ullman method would C08t $9 billion 
nert year oompared with $4.4 billion for 
10-5-3. But by 1985. Ullman', "aimplif­
ied OOIIt reeovery" plan would 008t $25 
billion annually compared with $59.8 bil· 
lion {or 1()..5-3. 
" gr.b ~. The likely result is a com· 
promise between the proposals. " ~ I think 
something between Ullman'. bill and 
ours will pasa," say. Jones. "J'm not 

hung up on the de-­
tails." 

One reaaon the eu· 
ter Administration, 
along with .arne con· 
gressional leaders. had 
hoped to hold off action 
on a tax bill until next 
year ia that there are a 

Congress will run 
out of time to com­
plete action on a bill 
before it adjourns. 
Trying to hold back 
the nood, the Ad· 
miniatration may be 
in a CUriOUII alliance 
with organized labor 
and the m08t liberal 
wing o{ the Demo­
cratic Party. 

Although Miller 

Motr t b( CartL'r', notori­
OWl pc,licy rf'lersal,- the 
withdrawal of thf: pro­
poetod $50 tax rebate in the 
Ipri nK of )'77, lh. Admin­
istratiOlll', ,·aciUating dol­
lar poliq', and ita IWirqp 
between cr i ti ri&ing lhe 
Fedft-al RHPrve {or eJU:W­

sive reslrainta and for tmNIh'f: eue­
oc.rurred "',\,11 before Miller joined the 
Cabilu." l lut tummer . But the Treasury 
chief was in\·o!\·ed in preparing Carter', 
originalli8c:aJ 19111 budget, which called 
for a $16 billion deficiL That bu. was 
IICrapped in t,,"'O months and replaced by 
a ne", plan projecting a $17 billion aur­
pi ... 
"curkMl, .1Il~. Although Miller was 
handed the unenviable job of raising the 
white Rag on tax action. he still hopei 

was instnlmental in 
designing a national aooord with labor 
that, among other things, HChewed 
"general w cuta," he is likely to find 
any emerging alliance an uncomfortable 
one. While the liberal groups are united 
with the Administration in their dislike 
for speedy tax action, they wish to aee 
large«ale federal spending program' 
enacted to fight the recession. And thst 
is the one thing the White 1·louse find. 
even less desirable than an immediate 

number of provisiona fioating around in 
Congress that could get tacked on to an 
umbrella talC measure. Induded are ma­
jor tax: relief for employees of U. S. cor­
poratiolUl working overse8.9, deferral of 
tax:es on rein\'ested capital gains and 
dividends, and a talC credit for research 
and developmenL And any major tax bill 
always allracta specia1-interest provi. 
sions. As the election nears. it can 
become increasingly difficult to stop 
Congress (rom turning the bill into a 
grab bag of goodia "It'a important that 
the bill not be fouled up," says a senior 
Administration official. "That's hard to 
do in the dayslert in the session." Adda 
an Ullman aide: ''That's the horror of 
doing this thing now." -

The Fed Is likely 
to stick to Its guns 
The monetarist eeonomist.a. who per· 
lOaded the Federal Reserve Board last 
October to kick ita addiction to {ocusing 
policy on interest rat.ea, are a concerned 
lot these days. Despite a three-week 
spurt in the money aupply in June, the 
Fed has permitted what is shaping up 8.9 
the biggest quarterly decline in the mono 
ey supply in 20 yea .... and the monetariat 
view of the world holds that the decline 
may be setting the stage for a recession 
even more wrenching than moat rore­
casters expect.. 

'" think we can compensate for what 
has hal)pened. But if it continues for leV­
eral months more, J think we'll have se.­
vere damage," saya Lawrence K. Rooe, 
president of the Federal Reserve Bank or 
SL Louis and one or 12 members or the 
Foo's Federal Open Market Committee 
(roMe). That oommittee, which is reo 
sponsible for the growth- or lack of it­
in the money supply, holds ita midyear 
policy review on July 9 to make what.eve.r 
adju5tmenta it decides are necessary in 
thia year'. growth targeta and to set new 
targeta for 1981. 

The belling i. that the Fed will stand 
fast., despite the money IlUpply drop. "I 
don't think they're going to shift policy 
either way," sal'S financiaJ markets ana­
I~t Judith Mackey 01 Townsend-Creen­
'pan &. Co. "But I think they will not 
push as aggresah'ely on the reserves and 
thererore will let interest rates move up 
8OmewhaL" Allen Sinai of Data Re­
IIOUI"C:eI Inc. expects that "a sawtooth 
pattern for interest rates" will continue 
to trend down through 1981. 

Both Mackey and Sinai reason that 
the Fed-true to ill October policy 
&hift-haa been trying to keep the mono 
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ey supply gro ..... ing by pro\'iding reserves 
to the banking system st s steady clip. 
The problem \\'as that the economy was 
90 weak that nobody wanted to use the 
.... n .... 
DiugrHmenl. Against that setting, one 
factor inhibiting a strong mo,'e to~,ard 
stimulating the money IUpply and thus 
driving rates down is differences .... ithin 
the Fed on how far or fast it can let 
inlert'St rates ran while still maintaining 
a BOUnd dollar and orderl)' debt markets. 
In the t'O)lC'S most recent publit: \'Ole on 
May 6, Fed Go\'ernor HenJ)' C, Wallidl 
and two other membel'l oppoeed lower· 
iog to 10_51\ from 13~ the minimum 
intert'St rate on federal funds-the ex· 
cess re5en'es that banka lend each other 
o\-ernight. 

Indications sre that the Foo's internal 
different:ea oontinue, because the Fed 
has let rates drift down only grudgingly 
as the nation's money ~tock has declined. 
The HOOle Banking, Finant:e & Urban 
Affairs Committee estimates the drop in 
MI-B-eurrent:)· depollits plus demand 
deposita plus dled·like depoaiu-in lhe 
April-June quarter at roughly the same 

Economic trend 

annual rate as the 3.2'1. annual rak" 01 
dN:line in the fourth quarU'r of 1959, tM 
last timt' there ....... romparabt. Jt.. 
cline. The Fed had llet • ~t or 5'\ 
growth in the quarter for Ml·B . 

Another (actor auguring •• tNd)' ~·td 
poliC'y (or now i. that official) jlf'ntrali) 
.. ·.nt a dearer picture of • ... btn or .,,·twrf' 
the l"COnomy might bouom out and .. ·hal 
t.u eulJ Cu~ mil{ht t'uct.. red GM.'· 
ernor Frederick H. St:huJu:. (or eUITII • 
say. the hard-hit housing. auto, and 

Fed policy will stay steady 
until the economic 
picture becomes clearer 

farm sectors show ':ansofre.a.:hi~ I:wJt· 
tom. '1'hiDllS rna)' be looIUQI a itt» bU 
better nov.," he NYS. 

Nf'W York Fedt'ral RNl'r\'e Battk p,... 
Kienl Anthon)' M SoIomono OM of thoM 
in the minority in the Mal" 6 "utt', ealb a 
tax rot premaw,.... "W. Deed to t-- JUrY 

that the l'Ontrsct.lu1l in cWmud ..tll lIDl 
have reo,'t"rsed iu.lf e\"t'n brio,... an) bo 
cal actioM ~n to ha\ t aD etf«1. be 
U,'L 

The virtues of debating a tax cut 
Elertion )"f'lU'S aN' nol nolld for prodlK'­
ing rational KOnomi«: pull<~,\ Rft,·.nt hi 
tory, indudin" the 19tiO delay in enact­
inK a Vietnam tax inCTe:Ut and the rot.n­
etar)' OWr"!Itimulus of 19;2, mntain!! 
ample e\-id"n/!@ of ..... hat happtons wh,on 
political ronsKkratioM int.rudt' on thto 
propl'r rnan.aJrel1'K'nl of tIw econOOlY_ Thf' 
idea of promisinl( vot(>1"B a tax <:ul b>fo", 
the)- ~ to the polls un ~,)V, .. thus 
dO'Sf'n--es more 8nKI)"_ than it has :.-et 
rea!ived in lhe prartiaan oontest O\'er \\'00 
\\,;11 (ll't credit for the~_ 

Thl' Iitron~l atgUl1U'llt in (.\'or or a 
tax tot is that, in ita .... nee. an econo­
my st.rtJiJdiosr out of what ioob like one 
of the d"":pe1jl f"('(\'ssion.a of thf' )'IOIst-war 
era "'ill tIP burdf'ned bv • rnuai'"e tax 
int:r't'ast'_ The oombination of a man­
dated ri..te in Social Serurit)' pI.)·roll tax 
rata. th'" windfa11 profits tax on oil. and 
the innalion-induOl'd ,obracht t:re.p" 
sufff'red by pertbn&l inrome t.u: payers 
reprwenll a tax ri8e cJ mo,... than $.10 
billion in tbi!l calf'ndar ytar and n&riy 
$50 billion in 19){1. "With thE' eMnorn1 
in deep ~n_" AYS Otto F.ckst.ein. 
president of Data ReIOUrt'N Ine_. "it 
would be th" ext.reme of irrespDlll!ibilityo 
and the WQr!It eronomic policies RIIt:t! 
1930, to let taxes intte&.'Iot' to the pro­
grammed extent." 

On that question theN' irt.ualh .. no 
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Pu~ITIXlfW'. and poorhaps I'lIOal im­
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EXECUTIVE SUITE 

Me ,iI helps an ailing 
w~ -'.I Into discounting 
£\ Mobil C'.orp. in 1974 acquired 
ms, ,ntrol of Marror Inc.. includ-
Ina W',m4>1')' Ward &. Co .• the oil-
r. :'It has allowed the subsidiary to 
u'it't .. ·.ltonomousiy. But Ward's per-
f ~ in n'C'f!:nl yeal'l has been woh-
t ult or ill belated entry into 

lunal malls. or in~reaged com-
III rld of ita uneertain merchan-
lli ~:tion. Lul year, Ward', prof· 
i- arly halved (rom 1978. to $54 
'1 \ ... 1('1 of $5.7 billion. and the 
ro ltinued into the first quarter or 
1. , it l08t $46 million, AI a 
... MllloiI ;1 lakin" a keener interetlt 
ia 11 uni t Ward. aiding it with a 
n.. ftn.ntial pac:k~ and encourage... 
r. til woceed \~.'ith • markedly differ­
en mttJng . trall'gy. 

• tub 1, Mobil jlTanted Ward a 
lh. ~. inteI'Nt·free loan of 1200 
m 'Mubil. which ronduded the $1 .7 
bd 'liin-hue of Martor in 1976. hall 
h polky of not malting further 
m tlLta in Ward and has taken 
5r."l r.. to label the transaction • 
I, 1II cuh infusion. plu. an agree-
r: Mobil that Ward will pay no 
dl is unlill985, is enablina the Chi-
t.; retailer over the next five 
) ,nvt.rt about a third of ita 
I'.,.. 0 ..... h.t it says will be high-

WI. Ihaky performance 
opu'r1Id Itl pa,ent to 
modify Its hands-of! policy 

ql.Ullity dill('()unt unita. "The mass mer­
choondiif'r hntl been doing poorly com­
p.nooi with the dilCOUnler, 110 we're mak­
in~ a mJt.jUr change in our strategy," 
M)'I Gordon R Worle),. executive vice­
president of W.rd. "We're going to be • 
cut .bo~-e K mart in term. of price and 
lel'\ica Our doeest rompetitor may be 
Targt't," Da)'tOn-HudlOn Corp:. fast­
fiP"OWing diKount ch.in. 
MocS.tnlutton. In fart, Ward's radic:a1 
nev. approaclt it an attempt to emulate 
the IU~ of Jefferaon Stom Inc.. a 
small Florida·hued diBrount chain it 
a(quired in 1973. The idea behind the 
planned store c:onven.ioDS. which .re 
called Jeffenon Ward, il to combine 
such di!lt'.OUnl-store ch.racteristial as 
c:tntral checltout and traffic-generating 
IOftgoods items with such traditional 
general-merchandise featum as durable 
goods and CWltomer aerviOl!l. "We feel 
the Jefferson and Jefferaon Ward-type 
store has a very broad appeal," says 

f make the choice be­
tween cutting Ward's 

I five-year, $1.2 billion 
~1.~1'iII" ~,*,~.J capital program or re-

versing its hands-orr 
posture. 

The $200 million 
transfusion will be used 
to reduce Ward's short­
term debL The retail­
er's interest expense 
jumped by $60 million 
in the first fi\·e months 
of the year and was re­
sponsible for muc.h of 
the first-quarter loss. 
But without the loan, 
and the release from 
paying dividends (whic.h 
have amounted to 40% 
of Ward's profits), the 
Jefferson Ward pro­
gram would have been 
severely curtailed. 

"-"Itf.on W.rd s' _ will combine Ir.tt~aUng 
IOfIQOOdI wilh Iradilional general-f'l'l8l"ctuandlM 'Nlur_ 

A side benefit to 
stressing the new dis­
c:ount approach is the 
likelihood that it will 
cut Ward's acoounta re­
ceivable, which were 
running at 56% of toW 
sales last }'ear. This is 

Edward S. Donnell, chief executive offi­
cer of Ward. "There is no question that 
the public likes a c.heckoot store, assum­
ing the store does a good job of catego­
riling merchandise and providing help 
where it's needed." 

Right now the company is operating 
32 JeffetllOn and JeffetllOn Ward stores, 
all of which feature MontgOmery Ward 
catalog counters. With Mobil 's blessinQ:, 
Ward plans to open 17 more JeffetllOn 
Ward stores early next year, concen­
trated in the Philadelphia area. Most of 
the subsequent stores, which will be 
either renovations of existing units or 
other retailers' closed-down outleta, are 
pegged for the East Coast. where Ward 
is fairly weak. Donnell expecta JeffetllOn 
Ward to have about $500 million in .. Ies 
by the end of 1981, with 5% to 6% in 
pretax income. 

While the retailer is clearly pinning 
ita future on this new venture, it must 
alAo m·erse the erosion in ita traditional 
stoteL "The problem of mediocre pro­
ductivity has largely been a function of 
having the wrong kind of store, some­
times in the wrong place," admits a com­
pany executh·e. Ward it doing a bliu 
modernization of 46 of ita conventional 
stores, at the rate of one per week. 
E. pal'lded cr.diL Of course, transforming 
the old-line merchandiser requires huge 
expenditures. Until now, political criti­
cism of pumping oil prolita into nonener­
gy areas has kept Mobil from IlUpporting 
ita subaidialj' earnestly. But the retail­
er's earnings shortfall forced Mobil to 

troubleaome, sa)' company insiders. be­
cause customer balances are. larger than 
for moat retailers. Furthermore, the re­
tailer announced on June 30 that it 
would al80 begin accepting MasterCard 
and Visa cards nationally. 

With the recession throttling consum­
er spending, all retailers are nervous. 
Ward, comforted by 80me of Mobil's 
mUlIC.le, and having finally decided on a 
merchandising strategy, is feeling a lit.­
tle better. "We feel there is a place 
bet .... -een the dillCOUnter and mass mer­
chant for a retailer who can offer variety 
and quality at a lower price," says Don­
nell optimistically. "And we think we 
have a distinctive product." • 

The painful collapse 
of an anti-IBM merger 
The decision on June 27 to call off a 
merger agreement between Storage 
TechnolO{O' Corp. (ftC) of Louisville, 
Colo., and Amdahl Corp. of Sunnyvale, 
Calif., lea\'es both companies vulnerable 
to the tactics of industry leader Interna­
tional Business Machines Corp. Indeed, 
Japan's F'ujitau Ltd., which owns 26% of 
Amdahl and was the spoiler in the deal, 
is the only company to benefiL 

Fujitsu asserta it was not opposed to 
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the proposed merger, pointing out that 
its representative on the Amdahl board 
agreed at a May 6 meeting to join ,,'ith 
8TC to form a new company. Privately. 
howeo.'er, a F\tiilSU official complains 
that when it agreed with Amdahl to 
cl"088.iicen!le patents and knowhow on 
semiconductor tedtnology in December, 
1978, "no merger [of Amdahl and anoth­
er company] was contemplated and it 
was under that oondition that the ~ 
rnent waa made." When Fujitsu appar­
ently railed to obtain guarantees that it 
would remain Amdahl's principal sup­
plier of oomponenta and continue to 

The failure leaves Amdahl 
and Storage Technology 
yulnerable to IBM's tactics 

assemble certain sui:l6)'Stems for Am­
dahl', huge mainframe eomputers, it 
quashed the deal by threatening to &ell 
its Amdahl shares. "1 was willing to pro­
ceed with them or without them, bot the 
Amdahl board felt it oould not proceed 
without F\tiit.su:' 118)'1 Jesse 1. A,,'eida, 
thai rman of !n'C. "So," he adds, "we 
aborted the whole thing." 
Inlegratlon ~ If the me~r had gone 
through. the new eorporation would have 
been an $800 million company with 
enough clout to stand up to IBM CBW­
Apr. 14). Amdahl maketl large comput· 
en that offer more power (or the moM)' 
than ID'S but that '~rork on ID 80ft· 
ware. !ITC "'ould ha\'e complemented this 
capability with tape and disk memory 
product.ll that are the kt)' peripherals (or 
any computer s)"Item. 

By joining forces. the companies 
hoped to offer customers a more inte· 
grated approaeh to computer lJ)"Items 
and 80 compete more efreeth'ely against 
an increasingly aggressive 11UI. Instead, 
"they are back in the comer where they 
were before, and it ~'on't be s viable cor­
ner (or a very long time," says Jean 
Miehel Gabet, an independent computer 
anal)'llL He explains that both compa· 
nies "really needed the economies o( 
seale that the merger 'IIo'OUld hl\'e gil'en 
them." 

To make matler'S WOrtle, IBM recently 
announced IOftware and other improve­
menta for ita top-Of.the-line 3033 main­
frame computer-whieh makes lire 
tougher for Amdahl. And on June 11 it 
rolled out new disk drh-es that will pack 
twioe all mU(':h information onto a disk as 
ita existing products do. "The recent 
announcements of IBM made lire a little 
more difficult (or both parties." eon­
cludes Frederic G. Withington, a vic:e­
president at Arthur D. Little Inc:. 
SUf'f'jy., at ,I.h. '" guesa .... -e·re bac:k to 
SQuare one," conoedetl John C. Lewis, 
president or Amdahl. But he i. quick to 
insist that the mer"Ktr was a means to 
diversi ry rather than to survive. One 
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Wall Street ana1rsl. hovoTl~r. ~lit\~ 
that for Amdahl,lUn-l\'a1 means di\'eIW· 
fic:ation. beeaUM! Amdahl it a Onf'-prod' 
uct eompany-and that one ~nds DC 

the generosity of IIUII CompetJU\ .. pra-­
sures from the giant have a1rftd> e~ 
Amdahl's profit&. First-quartn eanuap 
fell to $449.000 in 1980. rompan!d ...,th 
$131) million (or the NJIIe period iD 1m 
And long·term debt soartd ~.fiI6 mi!· 
lion compared with $28 nlllllOl1 at the 
end of the first quart(>r in 1979 

This is not the first time that Amdahl 
has tried to hook up with anolhef- (MI. 

pany and failed. Last rall it WOCIIfId m-'a 
areh-rh-aJ. Memol't'x Corp .• and ... on 
the I't'bound when it tMame e~ to 

= Although Storsgt Tec:hnoIOfD' alai 
tried unsuotetl8fully to c:aptu..-. Memo­
rex. indu!ltry experll .. y ill tailurt hu 
not left it all \-'Ulnn-able .. Amdahl' .. 
Indeed. first-quarur eaminp in I­
were up 20'1 to $9 million on a rf'\'enut 
gain or 3011-· to $124 7 million. compatfd 
with the same period a )ftf' Mitt nr 
walthers note that IBM ia at ... 0Dt 
year away from delh'ffina: ill """ mnn· 
ory disk, gi\-lne: Aweida IOCIW br-.thi .. 
room. The Ilambo)-ant flu'rfpr'mlUr is 
already planning hit nett moYf ... , .". 

nothing Wf"Ong with pu,...iDl atIOlhl'r 
acquisition," he s.yL "We jUll put ~. 
era! (acquisitKln p!*ibiliu.) oa tlM 
side. and n 'frill prot.bIy rNr\.ivatf 
them," , 
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Copper's COLA Issue 
precipitates a strike 
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fecta COLA ia having on labor costa and 
worker productivity in a period of high 
infialion. the oompaniea argued. "OOLA • 
killing us because it compreues wagee 
for hourly worken and puta upw 
pre: :re on aaJaried workers," co 

" 
aro 
m-

pla; a company negotiator. The co m-
pIIni ,&y many worken are refua ;ng 
pt'ffl1 1119 becauae 00l.A. has cut the d iC-
Cd" between job cal@gOries. 
TN Of.I !)ft. For their part, union rep <0-
It. who aolidifled their harp in-
II earlier thil year when cop .. ' 
tin. 'rr at recorda. reCuse to give a. 
lOCI. the COLA iSlUe. "We conai d" 
.+ft ,lfICial litualion," says Casa Al-
~I .. taffer. ''They've got econo mie 
... IX ~here comparable to the profi ta-
bi' the copper industry." W age 
off 70c to 75( per hour over th "" y~ about 15(-20( an hour be low 
\I: .and&, but the induatry may '" h, It wins the 001..\ divetlion. 

". M:an hile. lOme indult.ry ob8erv 
a; ~Ir Il. on _ atrike oC at least Cour to 
AI. \II k&. and maybe longer-on the 

to ... -
H. 

U. ~ hit it " 'ould take that long 
... , oft tl:ceu stocka in the U. S. m 
ktt But metals analYlt George 
Clf.; '\It of Merrill Lyneh, Pierce, Fen ." 
&. Lh Inc. calculatet that free wo dd 
pr, ....-n. '1todtJ an _bout double the. ;, 
nor If'VfI.-"and there'_ no tell ;ng 
he urh copper there i. Carther down -
at:" Thus. Cleaver thinka. "we oou Id 
b lrike of Cour or five montha 

, 
dJt oil "'ithout undue hardship." 

r\ ropper prioea. they jumped to 
9'£0, :b. on the New York Commodi -

·k. ty l .. h; in the wake of the atn 
am .t< 'ifOn!, (eU back, and then w 
verI. aJ .t ad 93(. At the same time, leV 

en] ,or .l ucera, led by Phelpt Dodge 
C.or .... I I ltd their ubi to 97t in 
h')pe iil t a.peculative demand would 
prien. IUlit oblerve .... however, beli 
prlC$a m hover at current levels Cor 
It~'¢ "raJ weeb, although they 00 

cede that a longer .trike could pu 
tbP..m OI)rtlIiderably higher. 

a-
-

tho 
lift 

". 
" .-
.h 
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RESOURCES 

The politics behind 
Carter's energy losses 

-Since the bevinning of hiJ tenn, Preai 
dent Carter has depended on a coaliti 
of moderate Dtmocrall and Republican 
Cor hia modest IUC'CtWfI in getting 
energy propou.la enacted (table). Now 
with the election (our months aw 
Republican IUPJ)Ort is crumbling. T 
titlt casualty wu the June ~ Hou 
vote recommitting the Energy Mobili 
tion Board (EMB) to conference oomm 

o. 

• 
hi. 

· ay. 
he .. 
"'-
it~ 

tee and all but killing iL The next victim 
may be Carter's propoaed "oil backout 

cans supported the measure, resulting in 
ita defeat by 232-181. Comments David 

b'U Id . rod I I ," whieh woo .. "" ". aid to A . S nfl . I toclunan (R~Mieh.), an i uenlla 
utilities that decide to oonvert Crom oil to member o{ the Commerce Committee: 
coal. "We have been dished out one bureau-

In the House vote, only nine Republi- uatic expedient after another. We're 

The late 01 Carter's energy proposats 
In .. Willi Clrtlr propond - In' wllin Oltctme In Con,,.ss 

G' solina I • • Slandby lak 01 5, to 50e 10 I.ke Never acted on 
elleet II consumption exc"ded 
target. (1977) 

Oil Import I" 10 be passed through Rejeeted 
to con.umers at HIe: per gal. (1980) 

Conservallon Residential. commercial, and A.dopted with minor 
Industrial tax Credlla lor apendlng change 
related to conservation (1977) 

Fedefally mandated utility rate Enetgy Dept. given 
relOfm to encourage conservation aulhorlty only to 
(1977) propose ra te relorms 

to atales 

Speclallederal banklto provide A.dopted with minor 
loanl lor solar and conservation changes 
Inveatmenll (1979) 

0 11 prlcn Extenllon 01 prlc. controll on soma Rejected 
oil, combined With decontrol ol"new" 
011 and a crude 011 "equalization" 
lax to brir.g US. conlum,t prlc •• to 
world lev.11 (1917) 

Gradual decontrol 01 crud. all pricn A.cCepled wllh some 
by execul ..... order, combined with chang.s 
windlall proM. tax (1919) 

N. tur.1911 New gas to be pnced on a pat with G,adual phaseout of 
prlcn crud. oil, With control ••• Iended to prica control. by 

IntraSlat ••• Ies and hlgh.r prlc •• 1985 With control. 
charged In/llally to Industrial use" •• t.nded Intrastallin 
(1917) th.lnterlm. Industrl.1 

UsefltO p.y more 
Initially 

Co.1 conl/er.ton New planll tIred by 011 Ot g •• to be Pa.sed but wat.r.d 
barr.d and conver.lon 01 all co.l- down 
capabl. plants to be mandated . 
Utllltl •• to be banned Irom burning 
gal alter 1900 (1971) 

S10 billion In gr.nt. to utlIlU •• to Senat. adopt.d a $4,2 
pay lor conversion and to build new billion conl/.,.Ion pl.n 
plants (1980) and lolten.d e.rller 

curia on ga. use. 
HOUle tla. not aCled 

Gllollna Siandby pl.n 10 allocate luello an Re/.cted 
ra tlonin9 regi.tered .... hlel •• plu. a "white 

market" lot coupon. (1979) 

More complex lIandby plan aUowmg Pending. Acceptanc. 
some ''whil' markel" coupon. and likely 
providing lor regional diller.nce In 
driving and some .peclal tax 
lrealment (1980) 

S)'fItMUc luel S88 billion In led.r.1 .ub.Id". Accepled. but at S28 
to aid d ..... lopment with lunding billion level now with 
.dmlnl.tered by a gov.rnm.nl mor.lalet 
COrporation (1980) 

EJpadited En.rgy Mobilization Board to be Nt P.ndlng. Acceptance 
Ikenalng up 10 help cui red lape (11i119) unlikely 

Llcen.lng lor nuclear pl.nts to b. N.ver aCI.d on 
.peeded .nd Inc.ntlv., 10 be 
.lIabll.had 10 standardize 
,eaclor'(1918) 
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Commentary 

High court rulings are robed in indecision 
in (ewer than 200 CUN a ytar .. -hilt. at 
the other end o( the judicial I)~ 
cloee to 200,000 new ~ ~ filed i. 
federal district couru annually-aDd al­
most 5 million in slate murta. Sinre (ra' 
of those matters will match precilely the 
(acta of the CUN the hiah court dKidN. 
the nation get.llOmelhing app"*hilll 
uniform justice by Iov. .. r cour1A apptyiaa: 
the principles of the Suprtme Court rul· 
ings. Simply picking a winner and a le»­
er il the lesser part. of the jllltifte' job, 
Plurality opinionl lea"e trial judatt 
floundering. not knov.;ng what the hia:h 
court really belit\ .... TMy ..., ~ 
that judges on the firing liM ~et.n juatU)' 
just lbout whlte\-er they want to do. 
based on one or another of the opirtioal." 
warns Gerla. 

There may be good reuon8 why, in the 
term ended Jul)' 2, the nine justices of 
the U. S. Supreme Court decided at least 
11 cases without managing to agree on a 
majority opinion. In ..... hat busineu 
looked on as the most important case of 
the term-a review of the safety stan­
dard for benz.ene-the Ih-e votes to O\'1!r­

tum the Ocrupationai Safety Ii Health 
Administration standard came in three 
separate opinions. The majority eould 
not agree on such a basic issue as wheth­
er a standard haa to sa\'8 more in human 
life than it costs in order to meet legal 
requirement.&. 

Lawyers are becoming increasingly 
concerned about the surge of plurality 
opinions. Such splintered decillion-mak­
ing means that executh-es looking for 
firm guidance from ClOmp8ny I ..... ·yen 
are being told that the anBwel"l are just 
not coming down from the higb coon... 
UtUe help. Problems come when the jus­
tices do not pull together. Supreme 
Court opinions are increasingly leaving a 
wake of confusion. In the U. S. Iystem, 
the high court decides real cases based 
on IIOlid facti and arguments by warring 
opponents; it does not ansv.'er hypotheti­
cal legal questiolUl. But retIOlutiolUl of 
actual confticta are IUppoeed. to .et. out 
general f\lles to settle future confticta­
and to define what il lawful. 

It has been characteristic of the court 
lince Chief JUltice Warren E. Burger 
and hi, three fellow Nixon appointees 
joined it that., as Harry S. Ceria of the 
University of Dayton (Ohio) Law School 
puts it.; "In an excess of caution. they've 
decided the cases on the narrowest possi­
ble tenns." The new tendency to\\'8rd 
issuing plurality opinions compounds the 
problem. Thil term te\-en justices said 
that an employee collec:tinQ v.'Orkers' 
compensation (rom the slate where he 
was injured can get supplemental pa)'­
menta from his home state. But the 
m~orit)' split 4-3 on their ~ning. 
providinQ little help (or other companies.. 
On July 2 a m~ority that apprQ\-ec! con­
gressional action telting aside public 
worD joblJ (or minorit)--owned contnlC.­
tors could not agree on the constitutional 
standards to be applied. On the same 
da)', the court by a 7-1 \'Ote curbed the 
power of judges to de. trials to the 
public, but becaUM! (our separate expla­
nationl were provided. the ruling wiU 
inevitably prompt. still more litigation on 
the illllUe. 

Explanations are at the hean of the 
court'. role. The justiees write opinions 
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Public eontuilkln. That .111 ltOUb&f. tot 
businessmen and otm privat.t partiIII 
who ....... ant tA) condurt tlwir polK')' to 
a\"Oid getting in the murtr'OOOl," aoteI 
Broce Fein, a JUJtic.ofo DPpt. anlJlt\IItn 
who moonlighta as an analyl1 01 Su· 
preme Court decisionl for t.ht AtQII1'"fta 
Enterprise Institute, 

There a.re a lot of ...... 0. why tM 
present court has lrOUtM pulli.nc...,an.. 
ties together, Mit R!I\tt1a thI d.i.mn!ltJ 
and the fundamtntality 01 tht ... 
in\'Oh-ed," explains Prof~ Robtrt A 
McCormack. of the Detroit Col. 01 
Law. It allIO reftecta the ~ of. an)" 

eommanding pre.nte who mn pull haa 
colleagues along in a doM' YOW. But. In 
addition, there aetm. at the momtftt t.o 
be a belief among the jOAlw!eI that It .. 
jUlt not important to bury d.i"~ 
and get togethl':r on a majority opilOOn 
Even though Justice Lttrril F P~dl Jr 
~~i~ that .. the court failiy Dla) bt 
~beI~ for the intreaaln& Dumber 01 
~1~l1ng and mneu.rring opinKlnA.· be 
IIUIISU that llate of affairs ia bettn Ilwl 
"a court whoee members .. "ft'f domi. 
nated b)' a "iUluJ mieC jlllt.iaP." 
Th~ ~rrent Iplint.eriaa " pan 01 a 

tnlnSl~IOD p~ durina _1Uda tJ 
court II nlO\1ng away from tht tC1.l 
days of the Earl Warm! court. _hi 
e~phasiud ~ import.anop olladividGa1 
nghta. The lllltioel ~ mhiuu. 
court'l formft" poeitioa.. and ha .... "" \0 
reach. I ~ on rnalIJ ___ '10 

~ hlervclly of ,-aloe&, it'l a lIA DIIiIrf' 
lmpo~t tha~ the). take t.hei.r indiridu. 
al Viewl serloully," argu. Gerald 
Gunther, the St.anJord Cnivenit)' La 
~I .. ronstitutional au~ty" H .. ; 
h~es the country can b", witb that 
kind of uncertainty for a ftw Jft.l'L" 

ball)' It"ltinc rtd up. .. r l t_rv IlIst 
Gf""~ roOl.lJdlPl I..,ynn ( _. 
UCJt.her .. a)" ··Samt U ~ 
on 1!wIn udwr thaD tbe- ramta.. n., .. 
a thun' lA.> fin"""'" t . ......... t.. 

AdmlAistntloa 8dzait it 
be-~ to rMUX1 ... i.a • _ncl, political c ", and ... 
purtm 01 Uw Admi IJO" oil bid, 
aut pI"OIIOI&l-" bich ~ nO 
bIlIlo;. .. I ..... 1_ ."''''' 
from ei1-ar. W'()f'T)td a:' • rrput ~ 
W ilWK liDd 01. partls p. "1"he Ea 
YOte dtaturbl rM: _ ,"Ul ~ 

~11'"1' ~~ta • \.hi r. 
I-l«t:W luutut. 00" liaJ u. 
WI DCI'l btotonw a part; .... 
~.(f ",1IM1br "1Cft* art 
~ ntuw \0 tbt on * w. l-. 
inC jua' lhal '''' a ~bUtAII. 
L)w llouw C'omllMft1' ( It .... _kG 
till tau t.bto tftMW,r. I ap. ia .,. 

"P'!lIl1'l111C tJw Adml \k.Q ~ 
".. main ~ pIalnt Is ~ 
t.bto bill lit an Uft Ch'ftWl) " 
the .iec1.ric atilll.Jf't. tUstntxl 
...loI ..... o!n'of. " .. ...--
loaa fIS&tU"'" f_ (\;. abdrrc 
oI«1ri< pbDU r.... roo! .... 
bIUiGa ... for .... pIarotI. odoptl....... --
t.d .. eU UW' nw • drGppd u. 
fQDdiq for t:If'W pl&n t a.aned '" I 
$t!blmc.~ k ~n­...... ~ 

n.. .. aloo 
tlw CIIWf'tatDa • taD or 
raI_bJ.uliu.. 
t.aoe. it .no.-. IDIft 
_ no. ... ""''''''111 
P.1_ ror Ilw 011 
all a.mndmml --.aid 
p.N;"'''' fttft .. t.bto 1 _ .......... 
_ &t 10 far _ ...... --
"'"- ..... 011· 

...... "1\,t tMr9 . 

--""" 10" ...... 
CAPlTOlHU 

The unlikely alliance 
blocking lobby reforl!1 



r of tht' ir activities. This year the 5,000 
regi lllt' red lobbyists on Capitol Hill seem 
to ha \I~ scored another victory. as proa· 
petta for legislation pending in both the 
HOI'''f and the Senate fade away. 

T ,!, bottleneck now is in the Senate 
Go -nmental Ar(ain Committee, 
w' in several tumultuous sessions 
V( Imoek out key provision. or the 
S. l"bby bill. Without those provj. 
at nator Lawton Chiles CO· Fla.), 
Ir r r the measure, U)"I he will not 
bN.h I ina the Iegi.alation to the full 
So t ' . • V{)u>. A weaker ,· ... raion is 
rt'a ~oor action in the House. but 
, II that chamber refuse to act 

Stonate does. 
" 1M i. understandably unwill-

WI( ~ out on • limb again; it hM 
ah nlduced two lobby reform billa 
!} Stonate either oppoeed or ia-
n. l )th measuret were 8trongly re-
al the lobbyista they would have 
8J .... ith the exception of Common 
(' Ii the AfL.ClO. nearly everyone 
\l" III ,"holes membel1l of Congress 
0 ' poIition papera objectl to 
k ,by reform "Lobby diaclosure is 
IJ' that hu tended to unite lobby-

L, 'ylltl of all stripes are 
n' ,,,eellng weekly 
tt ,p a Senate reform bill 

• 

.lAtlf:r what hat tht!)' .... -ear." 
W" rtheimer. &enior vice-preai-

t C ,mmon Cause. 
an informa1 group of lobbyists 

i i( all point. of view meets 
di~ ItratfIY on the Senate 

107 organizations ranging from 
'an Horse Protec::tion AUn, to 

.1 1a1 AlIOCi.lion of Manufac:tur­
,tI )· aianed I letter to membel'l 
'\Ate eommiuee laying out their 

But they hIve an un(()mfort­
,n . "It's awkward to flnd our-

om 
ob,1IIrll 
aM" 

selves lobbying next to people we have 
nothing in (()mmon with and [whom) we 
loathe," says William A, Butler, general 
counsel of the Environmental Defense 
Fund. 

'l\o,'o elements of reform partieulariy 
disturb just about every Hill lobbyi8L 
One would require groups to disclose 
their efforts and expenditures in gener­
ating grass-roots pressure- the lettel'l 
and telegrams to Congrt'88 that have 
become such an effective lobbying teeh­
nique, The other unpopular element 
wOllld require lobbying organization8 to 
list groups that give them more than 
$.S,{)()() per year in dues or contributions, 
along with the amounts. 
'Mountain of detail: These two provisions 
will probably be proposed as amend­
ments to the House bill if it is voted on, 
but both were defeated by close votes in 
the Senate committee. The remainder of 
the Senate bill, which closely resemblee 
the House legislation, would cover orga­
nizations that spend more than $5,000 
per quarter on lobbying or whose repre­
sentatives have 13 or more meetings a 
quarter with members of Congress, their 
staffs, or executive branch oCficiall. 
Those groups would be required to re­
port all lobbying expenditures. including 
gifts, spending for social occasions. ag­
gregate lobbyists' waries, and the COIIt 
of written communicationL If an organi ­
zation spent more than $5,000 in eolici­
tationa alone, it would have to list that 
cost. with a separate subtotal for paid 
advertisementa, and state the issues for 
which eolicitations were made. 

Small lobbying groups say the paper­
work imposed by those conditions would 
be far beyond what they could alrord. 
They point out that, Iwen though there is 
a $5,000 reporting threshold, they would 
have to keep track of all their expenses 
jU9t in case they crossed the spending 
line. Larger groups also claim the paper-

"Il~t .... Chit..: Two eonlrover" provlakln, are 1M key 10 hll lobby reform bill. 

work would be excessive. "It would be a 
mountain of detail," says Robert S. Hat­
field, chairman of Continental Group 
In~ 

The most controversial provisions, 
however, are the grass-roots and dues 
disclosure requirements. They will be 
proposed again in modified form when 
the Senate Governmental Affairs Com­
mittee meets during the week of July 21, 
and their fate may spell the future of 
lobbying reform this year. If they Cail, 
says Committee Chairman Abraham A. 
Ribieoff (D-Conn.), a supporter of lobby 
reform, ;'1 think we're beller off without 
any new lobby law." a 

UNIONS 

Auto workers head 
for the welfare rolls 
Hundreds of thousands of laid-otr auto 
workers will be running out of their var­
iOlls unemployment benefits by late 
summer and could find themseh'es on 
welfare rolls this winter-a fate they 
largely managed to avoid in the severe 
1974-75 recession. 

Some 250,000 blue- and whit.e-oollar 
workers are currently laid off with no 
call-back dates by General Motors, Ford. 
Chryaler, and American Motors, roughly 
a quarter of normll Big Four employ­
menL An added 50.000 auto workers are 
on temporary layoff, and this number 
will climb as auto plants close Cor ex­
tended model changoo\·ers. The United 
Auto Workel'l eay8 that 200,000 addi­
tional workers are laid off from indepen­
dent parts-supplier plants, The total of 
about a half-million auto layoffs already 
equals the number that was idled at the 
trough of the last ~ion, 
poc:he. of 1.)'0"1. Under normal layoff 
conditions. auto workers r«eive slate­
paid unemployment compensation (ue) 
and company-funded supplemental un­
employment benefits (SUB) totaling 95% 
of weekly take-home pay (minus $12.50 
for work-related expenses not incurred 
on layoff) for up to one year, In Michi­
gan, a typical assembly line worker with 
a family of four, who ret'!eived weekly 
after-tax pay of $292. collects $265, 
Workers who qualify for federal trade 
readjustment aasistance to those idled 
by imports receive TRA payments of 
$270 per week instead of ue and s~ 
although TRA often is delayed until 

I 
months after a layoff starts. In the past 
year, 300,000 auto workers qualified for 
TRA, 

f But these programs are running out of 
money, Melvin A. Glasser, the UAW'S 
social security director, declares: "We 
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BeU Mlping you manage !fOUr butinf:. better 113 

HOWAPHONE 
CAN BE YOUR "OFFICE" IN 

AN01'HER CITY. 
Now there's an ingenious way to 

build your business in a distant city 
without the expense of an out-of· 
town office. It s done through an 
amazing advancement known as 
Remote Call Forwarding{RCF), 

It Works Like This 
TIle Bell System assigns you r 

firm a local number In the cUy where 
you, want to develop additional 
busmess . 

Your customer looks you up in 
the local phone book and diaJs the 
number 1he call is re..directed via 
Long Distance to )'Our home olfJCe 
in another city. Or another state. 
There·s no operator assistance, so 
there·s no waiting. 

Now )'OU have a loca1 presence­
without spending a penny for space, 
furnishings. or personnel And 
you're in White and Yellow Pages 
directories-at no additional charge. 

Surprisingly Low Cost 
What's the cost? If5 surpris­

ingly low-less than $22 a month. 
plus the low dirt.>ct dial rate for each 
incoming call 

There's also a one·time service 
charge (for the connection in the dis· 
tant city). 

But there's no need for addi­
tionallines and equipment. 

Note; We·1l advise )'Ou on the 
availability of ReF in the market 
area )'Ou choose, 

Open New Markets 
But the real ,",,'Onder of ReF is 

what it can do ror your business, For 
instance, if )'OU ",oant to test out a 
new market, )'OU don't have to open 
an out~f·town office. You open an 
"out-of·town office number -with 
ReF. 

Let's say )'Ou're an electrician, 
Potential customers receive your 
"local'· advertising or look you up in 
the local phone directories. They 
call, You then make appointments 
and bunch the appointments into as 

few days as posslblt>. In thlS WIll. you 
bUild your market with the leut 
expense and efrort 

On the other hand, )'ou may 
discover there·s not enough business 
to warnnt an office in a particular 
town. And you ha\·en't kKt a lot of 
mont>y finding out 

Amazing OpportunitieJ 
But thafs just the beginning of 

your amazing opportunities with 
ReF. Lefs say you deaJ with cus· 
tomen in a distant town With ReF, 
they don't ha,'e to call coiled-so 
they feel more comfortable about 
calling They feel )'ou really wlnt 
their business, and they tend to 
order more. 

You can also use Ref to 1m· 
pro,e customer service, gain cus· 
tomer Ioyahy, and 10 build busmesl 
For instance. ifyou·re ,d~r With 

lots of retail customers III one town 
they don't ha\'e to Wilt for. saJel~r: 
son to can ~ can order. get thf. 
latest prices, the lleVt"t"st dea.l 

Retail stores ~pt orders from 
surrounding elties, StOCkbrokers ~et 
more calls from c:llents when the)' 

@ Bell System 

offer ReF. Truckn h" 
build up bUSiness in Ihe 
they deh"er. and 10 ,..., 

I~d And I whole rane 
ind ustri(os- manufacturt., 
serv~'. real eSllIte, (;'0 

loall companies. JW'rwn 
wholesaling. finlnCt", .1. 

ha"e dltcO\'e~ lIS PO~I;'" 

lIere', 'tore lit 
In addlUon to ReF , 

buslnt"u e-'pert has all 
way. 10 help you ma r 
bUSlness lxtter: 

.med to 
where 
wllh I 

Jf other 
,usmell 
'Ietlon. 
·rvl~s. 
more-

·,ur Bell 
-e other 
' e your 

I. 00 Sef"Vlce. Cener dtret't 
re.ponse luds.uJIRJC d . loll·free 
SOO number ImptO\'t':IC'fV • .-~ 
orden E.xpand I1\I..rkt ar .. , answer 
coOlumer queshons. ('01\1 '1 prod· 
uct rt'learch Impro\' .mpln)' 

I""" 
It WATS Line. (or 
'tedium BUfinaseJ. Ll' 
economaJ way. to bu 
time. by ana-and ho... 
bulkl pro6IJ, ~mprovt' C'I 

yft, and red~ lelltn« 

,li nd 
(he most 
\TS-by 
\TS C6fI 
roer SC'r-

,. Sellinl mailer c.o u nU. 
Instead of \rutting dut.." eccounU, 
stll by Lon« OiJta~. ~ Juce the 
COtt of making the we: <,11 mort 
accounu. Reach custom ' II the 
point where lowerf'd 11""n tory 
promptlthem 10 bu) 

IS Handlinl tnqulrie., Tu.. mad or 
phone InqulriC's into .aks. Lrlf!l 
how 10 eapllallu on I pro,pe<'t. 
u'HerHl Immedtatel) WIth ljuk:k .nd 
COm~lf'nt lCtion t,;stablbh ,..ppoc;t 
that cannot be ICh.r,ed M' ~lpond' 
IIlIt through tht nwl 

16 Openln, 'ew Aceounts , A 
tesltd, prktical w ... " to do It b)' 
phonco Total prop'Itn ('<" rn C'Yt'I')'. 

thlll~ fJOm bWldllll' bd loud tcreen· 
in~ I Prolp«t'S UHel"rt.t (0 clos,"' 
,h. sak 
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CALL 800-821-2121, 
Ext. 956. 

loll fr~ ull)",hcre in the contiguous United States. In Missouri, cullS00-892-2121, Ext. 956. 

.\ r: L 
\\1 L 

BUS INESS EXPERT 
-"LK TO YOU. You can 

to have. relaxed. friendly 
'II discover whether ReF 

practical, profitable plus 
bll~ illeu. To help )'ou, we'll 

I'ormation. So wc'lIalik ques­
t' the ones listed below. No 
'. nothing (OU won ', have 
'r to. You'l find the discus­

.rouKhly enlightening and 

"I" I 1:.1 iI.. , 

lior. 
III ", of , , 
lh>l:l I 

o'lto 

Q \, 

h )ou r product or service? 
man) lou lions does )'our 
.~~ have? 

~ type or ad'ertisins/promo-
10 you use? 

Q. , • do )'ou handle inquiries at 
It? 

(' C}U IICttpt coiled calls? 

'B'''''''' ~' - -, , '" 
'-

Q. Are you currently using !ervices 
other than )'001' loealUnes-sueh 
as \VATS or Reverse Charge? 

OR WRITE. 

Q. Does you r business have plans to 
meet specific business objectives, 
such as increasing marleet cover· 
age or increasins market share? 

Q. To how many cities would you 
liIr;e to expand market coverase? 

Q. How do you currently test or 
expand market areas? 

Fill in below or attach your business card li nd mail , r------------------------------, Bell System Sales Center I 811 \Iain Street. P.O. 80x 549 I KUllsa.s City, Missouri 64141 

'11"("\, I am interested , Tell me 
more about: 
.t:J Remote Call Forwarding 

I ,",ouklalso like to mow 
more about the !ubjecls I've 
checked belo,"" 

L #1 .soo Service 
C #2 \\ATS UncS ror Small 

and \tedium Businenes 
0 #4 Selling Smaller Accounts 
C #S lIandlins lnquiries 
0 *6 Opening l\ew Accounts 

Namc ____________________________________________ _ 

Title ___________________ _ 

COmpan)" ____________________ _ 

Address ___________________ _ 

Cit) ______ --"Stah .. ' ____ ,Z;P.p _____ _ 

Area Codee _______ 'Susinclts Phonc.· ______________________ _ 

800-821-2121, Ext, 956 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I I Ttl ulll,,11 fr('(' . diaI8()()..lj21-2121. E.ft. 956. an)'whcrt' in the contiguous UnIted SlatH. In \1 iuouri. cal l800-892-2 L21. Exl . 956. 

I @ Bell System 
L _____________________________ ~~ 



The acceleration 
in auto company layoffs ... 

expeeted to announce SI'B cutbKb b)' 
f July 4 for less·than·)O-year ",,,rltn, 
90~ of itfl 60,000 furloughed f'nlploYe:a 

I General Motors Corp.'. fund, ",'hIc~h 
I went broke for 18 montha in IN lut 

recession. may ha\'e to rtIIlritt r-yOUti 
by September, 

" 
'~,~,-;.~o~.~oc-,~,~"~,~"~, 

,'11 I ItIQ 
• ~ ... 4 •• 1 wo,ker. 

Of' 1." .... "lte I.ro" 
0'" W.,.d"1 AurQllOOl," "-pol" 

are inlpo\'eriahing peoplt' by (oreing 
them onto welfart." In Michigan, how· 
ever, welfare ia restricted to families 
with less than 52,000 in 1l!IIIel5, leaving 
only rood atam~ as an a\-ailable benefit 
program for lOme workers. 

The basic problem ill that. .,.;th hilth 
unemployment 10 rar tonet>ntratOO in 
auch pocketfl a.a Detroit. there ha.5 been 
no broadly bak-d politiral support for 
beefing up the joblell programs. uc pay. 
menta last only 26 weeks in most statt'S. 
with another 13 weeks paid for by the 
federal govemmt'nt beroming nailable 
as unemplo)'ment rises. But Co~ 
weems unlikel)' to appro\1! funher exun­
lions this year. In the last recesaion ben· 
efita "' .... ,.. quiclcly atrett:hed to 52 weeks 
and t'\'en 65 ween in areas of high 
unemploymenL The coat of each 13-week 
federal extension is $1 billion to $A bil­
lion, depending on the jobleu rate, 

To cut costa, the Labor DepL has, in 
efTl'!(':t, raised the unemploymt'nt rate 
"trigger" for extending benefits beyond 
the fil1lt 26 ~;eeka. While thia might not 
have a aiJ(nificant impart nationally, it 
did cause 4R,OOO furloughed workel1l to 
be lopped from extended-benefit rolls in 
New JeT"llf')'. 
Dept_ling lund • . Acrou the nation. 
roughly one-third of all laid-ofT auto 
workt'f"ll ha\'t' already uhausted their tIC 
par-menta. Analy~ta at the Mic:hijlan 
Emplo),ment Security Conuru..ion pre-­
diet that at leut 250,000 .... "Orkers in that 
state will run out of benefits this year, 
compared with Ie. than 200,000 ill 1975. 
The sooner uc upirea, the IOOner com· 
pany SIJB fund. mutt incrttie parmt'nt3 
to keep weekly brnefill at 9S1l o( take­
home pay. and this is taking its toll on 
tht' funds. 

Prolonged layoff. (orced Chrysler 
Corp, to halt St.:B payments to worket"!J 
with less than 10 years of service from 
August, 1979, to last March, Ford ill 

.. BUSINESS WEEK: July 1-4. ltaO 

The SL'B fund drain ..... agra''1.ud in 
recent weeks by a depletion of ftdu-al 
funds appropriated for trade adjUlUM'ftt 
benefits this )'t'ar, bfc:a1lM of t.bfo laa: on 
TIlA payments. The 51" fundi make pay. 
ments in lieu of TU in tM interim, and 
although work!'n a,.. f'tIQuirtd to rtiM' 
burse the Sl:B funds ""hen tMTU eNcb 
finally amn, it i. all bot im~1Mt for 
companies to tolled from .,."rktn ""ho 
permanently 1061' their jot.. eM, for 
instanc@, is still tryina: to colii'd $1.5 
million of the $14 million ill lIl" fund 
disbursed as TRA p8.)'mt'ntt in tht' 1 .. 1 
recession. This timt', the ('bmpany fundi 
oould 1061' hundred. of millions of dol · 
Ian, union 8OUmI!!I U)'. 

The resumption of t.ndt' adjUltllM'nt 
benefill in state:l "'Mre fundina hal run 
out hinged on final rona:r-ional II>­
pr'O\'aJ of I $1,4 billion ",ppkorN'Iu&l 
appropriltions bill, -

AVIATION 

OMB strafes the F·18 
as Its price tag soars 
In a dramatic: tumple of tht tmpact of 
inftatiolW)' COlli on on' wspoal I) 
tems, the price of MeDonnt'1I Ooual .. 
Corp:1I F,18 fi$Chter aircraft is now 10 
high thallOme Offiet of Mln.mf'nl • 
Budget analy". are recommendi,. that 
the plane be calKt'ltrd bt'fo,.. prod\ittibn 
of it staN laUr this )-ear, 

Politica will probahly d)cut.e ott",,· 
wise. But the,.. is no doubt that tJw t··11\ 
onet> billed as a lighl .. ~ight, Iow-<'Oft 
plane ideal for both t.ht SI...,· and thf. 
Marine Corpa, i. ",,",. nearly t.lw ma.t 
expensh·e fightt'T e\-er purdlued by lIw 
U. S. At the beginning oIlfR1O, tM SaY)' 
estimated it would h&\"e to r-y au bil­
lion, or SI7A million api«f. ror thor 1.377 
F·lSe it would 00)' in the ItfIOs.. It baa 
now railed lhat .timat.e to $31 billioc. 
or S22 million a pta,w., about tJw aD» 
price .. the much-hearirr Air Foru 
F·15, .hid! baa been in produrtiaa fot 
til .... years. "What it ('II)fNS do.." '-0." 
admits one AdminiRratioD o&iaJ. "b 
lhat 1M Navy will .. !her hav. to buy 
ff'\\'er F·ISt than it planned or ~ l wiD 
have to aea~ for funda Ito buy t.lMn.) 
from somewher? .I.e in Itt ~ .. 
up"m_ .lege. That .. ill nut bp 

~'evt'r :-'nd, in addition. t.ht'l*alation 
In tht' prn:e of the ainnft may IItol bp 

CMr Inftattoo hal ra~tlT. t.h. P·18 II 
lht W\If'I1 poasibkrt ti ...... JUfl &II ita pro. 
dum'l '" "' tuolina up ~ b'lJ"ina matt­
rialI t.) build lhco plan.. 1ncl!i1tncifSll't 
&In) Il""tdt at thia--.... J a ptu.'. 
prodlK'tioD nan ADd Ilk' to 18 is zn 
f'.xp«tN \0 bt an f'urpliO that rule 

III a ..... t rwpur'\ \0 [ ~. 

Why Pratt & Wh 
Is high on Its n 
Iflhl P, IS.· 
itUr ehal 0..1 

aftllthrr Dr'" rtahltPr 
I~ or m.aybr th 
r.nwry. Rut thaI .. 
Pratt , '"hi1M)' It. 
t:nllld Tf('h~ l"· 
to ~Ifftd hund....t. 01 
fundA owr the M_t l ilt 
OS) I ... f'fttCIlk" that 
"...,.,01 than ,Iw ,'., 
G~ tktJYCo. 

W ilh or _Ithou. 
F · l~. Pratt. \\hl 
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!ri~ iii thr ZO."" I 
thr ont 10 JfVI tbl 
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Stair n.pt. 
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ey 
engine 

-
, .u... 
,.. II fu 
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".10Iu. 
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lit Groop 4 

.hkh pin 
otiu~ 
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11ft' and IIIIIt "" ....... ~ 
iatioa 01 iii 

I pull'r.wi 
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"hili kG 0Dd '_ 
build '" .. 

10 aD thrw ('UN" c: am.. art II­
f"fady IoolIIIIl al 1M .. JW PW .II3' 
f'QjCIlW 10 mmprtiliOn Is eE'l 16,0" 
Ib.. lhrwt .'.&1>4 ..... n 6: Vf~ 
.,. ~ ,,)' It. Jat CIMl rJ~ 
rll . 1120 ......,...tq M '" ...... 
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Dun & Bradstreet answers the 
.calating need of business for the faster receipt 
>f timely, targeted information that is essential 

in making sound decisions. 

0&8'. new DUNS DIAL gives 
you instant access to the 
information you need via a 
direct. toll·free telephone call. 
Wilh Ihls new Dun & Bradstreet extension. you 

,'n'pI!1 dl.l. spedlll8()().exchange number 
answers to your queslions. 

provided in seconds, regard­
any of over 4 5 ml1lion 
companies Nothing more 

than an ordinary telephone is 
required, which means Duns Dial is 
aVIIUable to all D&B subSCribers­
compdnies large and small. coast' 
locoasl 

D&8's new DUNS· VUE lets you 
view information via a terminal 
right on your desk. 
This new Dun & Bradstreet connectiOn, soon 
to be a reabry. allows subscri~ to hold 

·convel"Slltions· betwt!efl their desk· 
top hmninal and D&B's computer­
ized data base With fi~rtip action. 
a Rating Di:>play or a stand-alone 

Summary DiSplay-with 
vital data updated weekly­
appellrs right before 
your eyes 

0&8'5 new CUSTOMER PRINT 
TERMINAL SERVICE puts 
hard· copy business reports in your 
hands in minutes. 
Dun & Bradsrreet brings you the 
u ltimate tn business Infonnation 
communications-the Instant relay 
to your offiCes of D&B ~""''''.''''' 
Reports In printed form A 
two·page report lakes less 
than two minutes' Gone are 
the days of waiting for Reports 
by mail. as the rolloUl of this new D&B service 
gathers momentum in the coming years 

" Information. please." The.e are the 
word. you hear increa.ingly from CEO •• 
corporate treasurer., •• Ie. directors and 
credit executives. We have been listening! 
As the world', leading source of business 
Information, Dun &: Br.d.tred 1.100~ 
committed to advanced transmission 
technology- to the fa.te.t po.sible relay 
of Information that keep. the wheels of 
commerce turning . Yes . Dun &: Bradsb'eet 
h the essential business. 

Dun & Bradstreet 
Du a company-or 

D The DUn!i Bradsl red Corporallon 
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ry Harold Brown, Navy Secretary Ed­
ward Hidalgo ackno ..... ledged that the 
Navy will have a tough time affording 
all the F-l88 it wants. But he is reluctant 
to abandon the program. And, offieially, 
the Of:fense Dept.. feell that way. too. 
"Even if Lhe Na\)' wanted out of the 
r-ts. Brown wouldn't allow it.," sa)'8 one 
official. "We don't tee • rea90nable al­
temath'e to the plane. and we don't .... -ant 
to start .U over .. -jth a new one." 

Pressure on be.half of the F -18 is c:om­
ina: (rom the State Drpt. Canada has 
orde~ 137 or the planes (or $2 billion. 
and both Australia and Spain are eon· 
sidering buying it. All such deals ~'ould 
be off if the U. S. canceled. 
PC!fitic.1 Im".et. There would also be an 
uproar in Congress if the Administra­
tion suddenly decided the F-IS should be 
terminated. In their military authoriza­
tion billa (or fiscal 1981. the House and 
Senate voted monty to buy 72 and 60 
F-lSe, respert.iveiy. The PentAgOn had 
requested fundi (or only 48. It is not 
insignificant that the P-IS', engines wiU 
be produced in the Mauathusetu dis­
t rkt of HOUle Speaker Thorn ... P. 
O'Neill, obeerves one Administration 
watcher. "O'Neill', f(OOdwill iI \'er)' im· 
portant to the President." 

With IUch forces arrayed against it. 
there is not mud! chance that the OIU', 
attack on the ~ating eo&t of the P-IS 
.. ;11 come to much thil year. "But the 
issue of whether to rontinue the pro­
gram won't go away," concedes one Ad­
ministration IOUref'. Crumman Corp .• 
manufacturer of the F-l4, one alterna­
ti\'e to the F-IS &II ""eU .. Vought Corp" 
which makes the A-7, another possible 
substitute, can be eoonted on to keep the 
turmoil going. especially if the F·IS's 
price continues to climb. 

And there is not much question that it 
will. ''The really bad inflation of the first 
haJf of 1980 isjult now catching up with 
the F-IS," admita the Administration 
spokesman. "Coste will get WOr1le before 
they get better," • 

WORLD TRADE 

A new French rush 
to California wineries 
Seeking a toehold in the Cast-growing 
U, S. marketa for better-quality table 
and sparkling ",;nes, Prench vinUlen 
are plowing capital into California at a 
slartling pace. At the same time. they 
are helping to make California wines 
respectable in Europe, and U. S. wine 
sales there-especially in Britain-are 
rising at a fast dip. 

So far, about $125 million of overseas 
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money has been invested in 
California v';neries. "I've 
ne\'E'r seen anything a~ 
proaching the number of 
inquiries or the intensity 
of interest." says Louia R. 
Gomberg, a San Francitoo 
wine eonsultant. '1'd (t!1 it 
a fremied ~h." 

Foreign in\-estment has 
been growing in California 
vineyards for Ineral 
years, but it is the arrh'al 
o( the old-line vintners 
that is causing a atir now. 
On July 2, (or example, 
Piper Heidsieek, a 195-
year-old champagne pr0-
ducer from Reims, un­
veiled a $6 million joint 
\'enture with Sonoma 
Vineyards of Windsor, 
Calif., and ita New York­
based majorit), owner, 
ReDfield Importers, to pr0-
duce a "Piper·Sonoma" 
sparkling wine. In April, 
Societe Baron Philippe de 
RothKhild, tht larlHt 
AeJler of BordeauI 'IA;n. in 
the U. S .. joinfd in a ven­

• ~"[I .=-"-" 
Sonoma', Kwtl The,.. brMQlI Old Wortd 
~"""''''~~II'lOua .... 

ture 'IA;th Robert Monda\; of Oakville, 
Cali(., to make "''Orld-dul wine. In 
California." 

Moet Hennent)', another Fren(h 
champagne nW.t'J', im"Ntfid $20 mini .. n 
in 1972 in a Napa Vall.-y winer)" aDd It 
is spending another $3 million \0 60ubM 
sales of ita Domaine Chandoo sparkli .. 
wine to 3 million oouJet a)'tar "Wt art 
surprised to let how ""ell our ""lnM .,.. 
receh'ed in the United Sta~ without 
any ad\'ertiAing or publidty," SAJ., Phi­
lippe Guerin, financial dil"fdOr 
Crediblllt,. Other French vintn.,.., tw. 
lM!t by chronic ahortagel of t.np.qualilY 
grapes and stiff price competition in Lht 
U. S. from Italian importa, art alto ... lI.. 
irlQ; acc:e8I to California Krtl*- For tht 
Californians. they IUpply lOreIy ntteekd 
capital to smaJl and m~ winm.., 
but the prestiet of the Frtft(h ZWMI it 
perhape more lmportanL "It put. tht 
stamp of credibility on our indllltly," 
18)' Sam J. Sebutiani, ~t of 
Sebastiani Vine)'aI"da. 

The &rr"8llKf'ment betw'ttn Pipts' Heid­
sid and Rothadlikl. and their C. S 
prart.Mrs ia that the Prench will "ppI) 
eapital and Old World knowhow aDd 
that the U. S. JaMnert will bt' in ~ 
of ~;ng grapes and maJrina wine" 
"For a French f:Om~y to comt in and 
layout a lot of money with Amtnc&D 
management in dwtre ia ~iDl I 
can't imagine happening live )"ean .... 
sa), Kenneth J. Kwit, chairman and 
president of Sonoma ViM)·anb., 

E\'en without foreign help, California 
producers are making inroads into ubi. 

wine ""","'1.1 abroad.. .. ,,, 
and • half tJw '" ho» 1: 
baa ,.. It. tw.d up rr. 
~lnu .. 011 \tw dor 
and .. kdlllW • 
J.Aoc..a.rw. aft fCIIMIDeIl .... 101 
""" 0.".', r ...... AU 
yW Thi, ~ Ie al 
wiu U. dlrtncbt .. of 
tn-e 1.0 01 ..... turftDC:les. 
l l. S- "Int '''PUN \0 6-
worth SI" ij million. ItI IV 
douhlo 1m 

Iut,.., 
•• ndUlll) 
am,.... ....... 
• Phil A 
~ ....... 

uuaI ",. 

. """'"" w .... · 
..s .... 

U .... pl. 
thoo 

Room 'Of • .-port .,.w,tt • at" 
fOUnud ror raudlly Gl .... 0' .. 1101 
aa1. 0{ C.ali(ornia; .. 1M &l' i Ud ,..,. 
...... ".,.. ~ .. llriL tho ,.,... 
., Qa_.. lm ... -.... 0.: CaMorait 
-u... ~-;;i ~ 10 pi ia 
11m, .. ..... bot and ,. 
mall dUll IUCb • I~ 
addfd (If npanIW ~ "12M till· -W lU ~ at'CI:IU!ltiDc t., Mit '!'l 
of total Cahr~ WI1M' tI."" 
Iy 01 f'OOCD fOf" crmrUt mtW ~ 
A. u.. aer.&.n11J1I ""lrJ cl (orriP 
u"_tanel' _LA up comprttdoa far tAw 
t; S W'IJW..n.t. C&lifomia '"~ 
will (ftl iDl:T'f'alin,: PI ..... t'l' to ,.,uliat .. 
"i'lw Lndu.try". fund ..us haft to ~ 
from prodlleUoa to 1Il&tbti::g." p}'t ~ 
bMtia.ni. _bet "ptC1I. bb wUwt7 U) 1,/1' 

~ It. f"~ W I million ~ bJ 
1. , a third of twTml produttiDD. frotJ 
a proj«tH 30,000 c::un thi. ,.~ 
-no... wlU", cIionoptioa for a .,.,.~ 
lbea a ahaiflOQt .... m.aU \.be lBIP, ..... 
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mM introduces the pisplaywriter. 
It~ so easy to use, it shoWs you how 

--

The mM Displaywriter System. 
The (I IN" Dbpl.ywrlttr Sy.lern can 

kCllall, 10. you how 10 procell wonk. Ju.5t 
~ (..,tlo., lit II~ InttruclioM on Itt IC'retn. 

II' .......... ,. .. ARC. CXD. 
Lnte pptaron die lemon and you 

IItrI(Ily .• oW Itw one IIw COfrespondt 10 
wha.you walll 1000: ABCor D. 
Plain l:.n,di""~m 11_ 

n-.IB\t leT'" plain ew:...,.. 
da., EnjdiJb \\ you wanIIO«lit.~. 
c.tw.- your formal OJ prlnl your documc'nl, 
you P'"I tht-lf')' that iht clearly wonted 
l115lldh you 10. St.y you wanilO rtYI~. You 
pre.1~k-tl~ nUIIO"R.!vttt Document," 
'W'htn you're Brushed rerillnjl you WOOf) 10 
your tlf'xl (cp. 
(]ted.; ,~nb-.c "..ron 

In wNillruJy muat be one ci lhe wonders 
ofthr Inbmauon • • the IB!ot Dhpll,.. 
writer can ched)'OUr iPdI1n& II n.. an 
dedronk cocuonary of' .lnd 50.00) words 
dw can chid. klr .ptlll", rmn.1 up 10 
l,(XX) worck. mlnUlf', 

l}ia l·A·~ler 
With our communicll iion opt ion., y001' 

be able 10 transmit or receive InforlNlllon 
&om office to office. And from eout 10 OOUI. 
Over ordinary telephone linea. 
til'l!llheCood NeYl~ 

The IB~t Displaywriter It modular. Thai 
n'It&nl you only buy as much ofllu you 
need. You may want 10 llart with a bu&c 
printer and won. your way up to the W IO'I 
modtl. Or desIsn your ')'SlmI lOr one penon. 
then pUollle to IWOOf thret. 

11tm the CI"NI N~ .. 
The 18)t Displaywrilcr help' you Ifd 

cvt:rydayoffice work done WI. What. mort, 
11'1 ~.ur.::tlvely priced. 

'\\e kxIk .llllhls _y: 
If you're inlcroleci In word prooetSIlJ8. 

you're InltttUcd In Mvlne: lime. 
And !fyou're inl~lftled in MvI"lime, II 

Slands 10 rea5OI'I Mvlne: money can I be far 
bthlnd. 

r-----------------, 
I .m Inlf'rftlted In IHm lllfl mcIft .boul II"" 

new 18)1 llilif)lllr-'';In S,....,m. PIN.e Nne 
) our ~,*d .. e ~ In loud! w"h mf'. 

N~ __________________ ___ 

lilk' ____________ _ 

Com,.., 
A~ ________________ __ 

e ,l)' 

l Si .. " . z,p ____ _ 

I Telept-.' ~ __________ ""''''"' I - _"·10 
I === -:-:. ::=. =-
I = = =-_-= - -- ---
I ==-=~=. 
I Off'1Oe Products Division 
I 4OO P~PondOrive 
I Fran1:lin IAes. N.J. 07417 L _________________ ~ 

F Of" nH>n' i nformsdoll , Cftll your 1 B." ()ft'"tee 1)1"'0<1 uct8 J}iviMon Rel)lUe:ntaci ,'e or 
Call 1bll- free 800-6:f1-558'l Exl. 2/ln New Jerit)' 800-352-4960 Exl. 2 



In business this week 
PEOPLE 
A veteren succeeds 
Standard Oil Co. (Ohio) has 
lapped its senior vice-presi­
dent of technology and c:he.mi­
eaJs. John R Miller. 42, to 

berome president and chief 
operating officer. effective on 
Aug. I . The 2O-year Sohio vel­
eran 1UCOOed. Joeeph D. Har­
nett. 62. who i, retiring. A 
chemieaJ engineer, Millf'r has 
held a , .. rirty of pomtions at 
the nation', 13th-largest oil 
rom pan)', ranging (rom trans-­
portation to finance. Cle-.-e­
land-baaed Sobio. which il 
53% o,.,'lM!d by Briti.h Pell"O­
leum Co., lut )'ear net.ted 
nearly $1.2 billion on sales of 
17.9 billion. 

Superior Oil' . new chl.r 
After 17 years lUI chief exetu­
th'e at Superior Oil Co., How­
ard 8. Keck. 66, i. retiring 
and turning the reina oyer to 
hi, protege. President Joeeph 
E. Reid, 51 Reid, a fonner 
SMII Oil Co. executi,'e, i. ex­
pected to continue the man­
agtment direction initiated by 
Keck, ... ho in rect'nlyean has 
recruited a tam of oil explo­
ration and de>.-eloprnent ex­
peru highly regarded by the 
industry. The company', 1979 
earnings-S200 million, or 
$9.52 per shan>, on uJftI or 
$1.1 bUhon-make Superior. 
top money-maker among in­
dependent oil companies. 

A Canedian paper .trike 
With strikes .t Abitibi-Price 
Inc.'. eight Canadian news­
print mill. scbeduled to be in 
effect by July 5, the Canadian 

Paperv;orkers Union (cpu) is 
planning to revj\ ... dormant 
negotiations with other east· 
ern Canadian producers who 
suppi)' 55% of U.s. con!IUmp­
tion, The CPU IIlJSPended t.ho&! 
negotiations in hopes of 
reaching a pace-setting agree­
ment with Abitibi·Price, 
holder of 101{ o{ the U. 
markeL A union spokesman 
say, the difference. that 
stalled the Abitibi·Priee talks 
could spread, 

FINANCE 

.... nding.. Sperulatora im,.. 
diatfly bid Pullman', st«k up 
past $31 on rumo .... that 
Md)frmoll ""OIJki pa). a h~h· 
tr pritf. Mdlf'rmott h .. 
about $S25 million in tub and 
wrt.tl'rm IfIC'Uritiea. 

Bailing out AMC 
Ammran Moton C.orp W 
~Itructured it. revoh·inl 
credi1 ~ta LA) I\oid dr· 
faultin" on $90 milliun ia 
loans, Thf' Iolna U'f' part 01 • 
$150 million m'Ol\"il"\lt CTfdit 
I.gT'f'I'ment 4!t1(" ~ti.ud siI 
mont.hs It/O "'ith IS ban.b. 

BraniH'. slalled stock Thott b&nb (1'OIt' lhf'ir kJln 
Braniff Airways Inc. has re- at the $90 mill~.n I\(nP,. out 
cei\'ed a double jolt.: $65 mil· .tandi~ ""Mn A!tI(· .. id It fI· 
lion of a previously announ(f(l perLl rfC.'Ord k.- {ur tM 
$100 million printe place- QUartl't jUJl f'ndtd and fur d ... 
ment of preferred ltock hu fitca.l )"tar t'ndina Sf.pl. 30 
come unra,·eled.. Without that A!tIt' haa until Oct. 31 to_-un 
monty Braniff could be out a new procram, l'nbl 
blocked from tapping S220 then. the financial .beMliary 
million in unused revohing 01 A!tIc'. Frft'IC"b par1.Mf'. ft#. 
bank credits becau!E' o( rt- gje Sat.iClrWf'dM Uai".. Ren· 
8lrictiona in its loan (0"(1. ault., will ut.ftXI19O million in 
nan1.8, In a let1M' a ... tement, tttdit to the U. S. auto m.a.k, 
Braniff noted that it could DOl ('T. 

sell $SO million in preferrtd 

Gould .hift. gear. 
Gould Inc" in • ~ cS.­
Ii.".d 10 "noI,-" ...".. 
rate ..-ou~" to itt; main­
.... y tlfirtlical tlquipmml and 
tlK1.rQnifS bulint'll, i. phu. 
ina: OUt • fut1EJ'OWiQl finan' 
ci.1 suMidi.ry _'ilb .bout 
S196 million worth 01 ..... 
and l"eCf'inbls. Could hal in· 

oot a airni1at 
Tbt ~mplaint. fi 
Oittrin C4lUrt 
~ that t.hrw 
h·u. fmplo • 
.~ ripto broil:. 
agn'Il'nwnlll WIU 

""" ... by dl",,, 
..... aM 
malton .. nablill 
m.,Ul' iu P"D 
Man' •. :PC",MIdr~ 
aM an. 
Il'u" in al ,,,.,... 
A y. n for Pel 
..",.,. .. r......t 
DI I",)', ) 
P"' .. l. ~t rJ I 
1M hw ... Ipla 
eof1-drink bolt! 
b ... , .. ntatlul 
.. ,.., int<.) Sue ."-1. tho \ .8 
Japan', Santor) 
b CJlJf'tI,. s.: po 
t.ot.a1 01 $I"! mi 
((Iftl . \I, Ith 10 r 
planll aDd richl 
ft'atl' .... III " 
'S,lrth C".atUiu. 
laat y..,. ..u.d 
oo ... ot_ 
toDlJ'Ut. S 
.adW) lut 1 
m"" .... 01 sa,Jl lIr 
I) 1hrouah dl rJ1 
~ntof')· bMr aftf 

pa.m1t comPl'"' 
(ourt.h·~t hq 
tor and AI. h 
_1noudJt! r 

I 1 April 
in U. S. 
!b ..... 

'Dlt' r Cil· 
bl r" by 
a trattu.l 

r u-em. 
tndo ... 

inItII'. 
.... to 

f)ooK'" 
f ScriptO 

r Gil· 
It'd th. 

It. moo 
P Jurdan. 

I"" .... 
4 why hit 

"""pari)" 
rtfod 10 
11iLema-

'",,.,1 
t :-\untoi')" 
haft" • 

foe """ but""" ""-~ c.,k and 
-poD)' 
• tnilli<IO 

LWon. III 
S ",b­

........ 01 
h. ftIoO'l' 
,liun 01 

I • Tho 
• wurid', 
d tribu· 

stock this June and an addi· 
tional SI5 million u Khfd· 
uled in January, "beeaUllt cer· 
Lain earnings requiremenll 
under fila] pri\-ate p1aoemenl 
agreement had not betn meL" 
Braniff 100t $44.3 million lut 
)'ear and $22 million in this 
)·ear', first Quarter. An.IYllI 
think Braniff rna)' be forced 
to delay or cancel the pur­
cbase of jet aircrarl th.t il 
has ordered from Boeing Co. 

Cha.ing after Pullman 
J. Ray McDermott a. Co., the 
New Orleans off,hore oil plat­
rorm and utility construction 
company, is moving to buy a 
22.5% ltake in Pullman Inc., 
the financially troubled rail 
car manufacturer and eon· 
struction contractor. On JUDe 
30, McDermott, which netted 
$88 million on sales of $3.3 
billion in the Iiseal year ended 
Mar. 31, announced an offer 
of $28 per ,hare {or up to 2 
million .hares of Pullman, 
Earnings at Chicago-hued 
Pullman dropped 25110 lut 
)'ear to S48 million, on uJea or 
$3.2 billion. McDermoLL al· 
ready owns 500,000, or 4.5'-, 
or the Pullman shares out-

"tsted about $27 million 1ft A truck from Eu,o~ 
Gould Financial Inc., and Lhf Tbn'll .• d' II I" tnacb 01 
aabaidiary'. dtb\ hat ~ 'Surtb" rit .. I... blidia-
1904"', to $99 7 millKln.:Ii""'" ,.,.1\'1[':(1 vi Anutmb.m hupII 
1978. putting an additional I to track u. l S Ugta t-dll1)" 
burdf'n on Goule!" i""';'nc' lnack manrt •• dI a w-I­
Iy Ip\'eraged ba.1antt'-"t PI"'...t vao c:al1fd Uw Z,ltVI 
Goukl alto anDOUnttd plant IYJ'.CU. ... hicb b eoctrolkd bJ 
to ~ui~ !IlL MedicIJ Inc .. a rlAt. p&a. to tbip about 1.soo 
leadi"i manufacturer 01 pal. 01 III Eu,....,-madto uucb 
monary diaeno-tc ~Uipmm11 to u... L" • Utit}.... Tbt 
that ~ pan 01 Could', toDlPAn)' claims th.t th· 
el~ro.ufS group, (or $10.3 trurb. .. hkh haft It>>-bp. 
million In common ItOtk. ajr~Md raalDl'f.. .. ill. ~ 

t ___ r..t~l .... )ft!. 
G!UeUe tu .. Scriplo 
CIUet.le Co" "'hich inU"Oduoecl 
the first er ... ble-ink pea 
~Iy 18 months ago throuah 
III Paptr M.te diviaion, tw 
fiI~ • ~tenl.infrinlf:ment 
SUit ag.lnll Atl.n .... butd 
ScriPCO Inc... which brooahl 

Iar pooli ....... "od ..,..s.Io 
and _ill I'tqui,.. 0Db' half the 
DWntua,rw I\.rn ~' 
baa ordf.n for 250 ol w vaal 
from .'tdtnJ .:..~ Cor'P­
&ad """" odditlocW ..­
from bUtriN. Iwndritt. and 
ot.he-r «Mnmnrial ~ • 
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Now and Future 
Customers know gelling 

tomorrow's metals and 
mmerals to markellS what 
Falconbrldge does best 
YIOrldWlde Now and in the 
future 

II'S a rewarding and 
complex purSUit, embracing 
manyskills-linanclng, 
mining, smelling, relining and 
markehng 

And anyone of those 
lunctlOns can be undertaken 
alone or In concert WIth 
partners 

When II comes to the 
smelting, refining and 
marketing of metals and 
mlnerals-Falconbnc!ge also 
handles them on a direct or 
agency basis IAbrldwlde 

Nickel, copper and CObalt 
were the metals Falconbndge 
started out WIth .over hall a 
century ago allts mIning and 
smelting operatIOn at Sudbury 
In canada 

Now, besIdes prochJClng 
such metals as gold, sliver, 
!eadand Zinc In Canada's Far 
Norlh and Iron ore and 
Industrial minerals elsewhere 
In the country, the 
Falconbrldge group 01 
companies also lurns out 
platinum In Soulh Africa, 
ferronlckelln the DOlTumcan 
RepublIC. and htghly relmed 
nickel . copper, cobalt and 
precIOUS metals In Canada 
and N0fW8y 

AckMlonally. Falconbfll:sge 
smelts and refines and 
markelS melals and minerals 
for other resource 
organlzallons IAbrldwlde 

Alerllo lIs responslblhtles 
to the people, commuOlhes 
and OCM'rrvnenls where II 
operates. and 10 Its 
cUSlomers, Falconbndge IS 
ready 10 comml11maglnal1V9 
knowhow 10 any venture m 
whIch II parhclpates 

Anywhere 
Now 
For the luture 

FALCON BRIDGE 

~ 
Plene ~ TeteXOf wI". tOf addolO!'lllI onlOf!Tl81.on Falconbl'odge lntematonallom"ec! , GobbonI BurIcMg 

<>ueenSl,", HamlltonSo31 E*muda TeIeohone809·29·2·4700 Telell290-3<&79 
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INDUSTRIAL RELATIONS 

How to create jobs when a plant closes 
When British Slee! Corp closed its 
ell-'de iron ",-orks nHr Glasgow two 
Jears ago. both the antiquated factor)' 
and the jobs of its BOO employees sef:med 
headed for the IICrap heap_ But instead of 
demolishing the plant, the Slat~-ned 
steel maker, at the lURJ:!Stion or a ""'" 
8S(" subsidiary, spent $600,000 to remod­
el it into an endOlled industrial park that 
no\.\' hou!1e8 63 nf'\.\' busine.es ranKing 
(rom whisky barrel manuracturers to 
rurniture makers. In the proteM. 8S(' 

achieved its primary purpoee-m.oatin/( 
jobs ror 450 t'mploye8. about hair or 
them former su.'\'lworura. 

The Clyde ~nter is amon/( the fil'!lt in 
a small but JI'CI ..... ing numbPI' of experi· 
menta in Weslt'rn io:urope and the 
Uniud Slate. La deal ",·jth lUdal uph";l\'­
als aullfd by plant do8i~ FoUo\l .. lftK 
an idea originated by IN S." .. edith p-' 
ernment in the m)d·I97o.. roms-nies in 
Britain, F~, ItaJy. and Spain already 
~ lr);rlK a wrin of new measure. to 
create joo. flM" ... ·orltera t.ht). IlTt \ayin.:: 
off. 'I'hf'W indodf offering plant Ilt~ 
praetieaI ad\'i~, and buIi.~ lnQ.t.o.... 
to new and expandilll rompanln that 
hire di.ttarded ... -wIr.tTt., plus hf.lpin,; to 
arrange financing:, either through t.nb 
or with direct equit)· ataka In 19N1 
aloM, British Ste4!1 90;11 Oftte job. for 
up to 10,000 or tM az,ooo w-orkH"$ it 
plans to furlough by the end or this year 
"It'. rantastic," say. 57-year-old W L 
William .. a laid-off.40-yeat RIC \'f'teran 
\.\'ho now ..... orks at a new sheet metal 
fabricating plant in South Wala He 
add .. "A t my age, it is doubtful I \.\'ould 
hal'e found a job otherwise." 
A"trktion .. To mitigate the harmful ef­
fecta of plant closings, Japan and many 
European nations place more restric:­
tions on employer mobility than does the 
U. S. Jas-nese ..... orkers are virtually 
guaranteed lifetime emplo)'ment. In 
Western Europe, law .. require adl'a~ 
notice or closings. rttraining for dis­
placed worken. and hefty aeverance P&)'­
menlL Tn Fra.nc:e and West Gennany, 
rompanies ha"e to ronsult with union 
and government officials before shutting 
dov.-n planlL 

Bu1 l!"en these methods are proving 
insufficient for coping wi1h major plant 
closings, and this has led to the birth of 
industrial regener.tion plans. "In the 
lut Be'\-"tra.I )'eat"l, there has been a 
growing awa.renetll of the responsibility 
and duty of the emplo)'er to the indil;du­
al that he rendera jobless. and toda)"s 
economic climate has made the responsi. 
bility greater," say-. John Reed, person­
nel director (or Reed International Ltd., 

a paper and publ..birc rompanl \tuft' 

O\'t>f, uya P G ~'llor,. CDnIUhaftt who 
lines up host romparu. " .. ith ~~ 
neurt., Mlcial prtSSlIfft apiNit ~ 
often taU!lt mrnpaniet to rnw tmU)' 
delay. in announcillJ: layoffL "'U a1tl'r 
native l'mpio)'mt'nt ta.II lit antvtfd to • 
community. indlUtn. ean tNd lIn.-ant 
ed laoor month" and lean at.d 01 
what w(lUld othtorv .. i .. bf ~b&t.. ~') ' 
lor sa)'s. This i, ... h)' 80tmb .~Itotl. until 
recently. has bet-n .hIt> to II)' off many 

Con.ultant H.yIor: "You cen'l 
;USI walk ...... V .tt.~ .. ~. 

~ 

.... ..no! • 
"-ts,. II ... ptndl_ ~ 
at(' ,...... joba. 

"f'1Mo lis- bro-D oa • 
,..,.. *co.t.n ..-: III 
• IIUteadi • .., taU.s 
nidi Ift'b out ..alN' 
lftc fOmf*'\MoI la 
ach'tttl..t ift ........... 
... rly ""Plies Q!IW ( 

tmpor\l'r JWhI'd neelr 
.. anll'd to .tan lip h I 
°11 .. bad $::!l .... , •• 

I
IDIUioo. .... :.; !'aylur, 
w. 10 &tArt hit own tall' 

f mtn im.Jurtant. p",ha 
bito" "'" ... had .... 
an)1hll'tC • ~.tN""'" 
IIdlaftl 10 IWh .. t 
mab h motf' IIWlai: 
aIoo"'lpnI 
". _Iwno .. 
ud k ohowed him b 
IDftItdeu1opu:wat 
plan: h _ JW't.IQir 

.annual .... n .. of 

...t ud 'OIl -,I>l0)0''' 
p... .. add .. ...,\ 
... ___ Tho ...... 
II' tled'tMarouM 

III t.",-..,. C 
tI ~Itpw 

•. ' ........ kon 
11 ,~&opnwhl fwr.t. · 

hal al.J, Iwl 
IUft ('lpand .. "rn"llItIl.ll 

or g. ..... .., 
... 01"" 

.....", ... 
• ("Ad, __ 

.le r"""" -I" Ii,,", Ir!t 
lGit 11m But 

bad amdi, 
anurartllrtd 

hJrai ... 
• w.. ... n. __ 
~ ft s.>IIUi 

.... Un. 
wi. 10''''' .... 

ncrOll'u 
b,- )'ftf . 

· 1 I 11 • 
1M rocaJall' 

Mls't ..... 
..... r_ 

r"""" bthl)" that 
lIwW .... 
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INDUSTRIAL PRODUCTION 

Aluminum radiators catch on 
The lighter metal grabs 
another car part, 
with GM leading Ihe switch 

U. S. auto makers are willing to try 
almost anything to trim the "'"eight of 
ears and boost fuel eoonomy. Saving 
e\'en a pound or two is eruciaJ as the 
industry strains to meet the (edenl 
mandate (or 30% impro~"tment in aver­
age miles-per-gallon ratings by 1983. 
That is why Detroit, led by General 
Motors Corp., is lakinK a cue from (or­
eign carmakers and resurreet.ing a 30-
year~ld idea: aluminum radiato,,- By 
touing out heavy copper units in (.'-of 
of the lighter mew, eM figures to chop 
10 lb. from its ears virtually O\"t'.might. 

CM'S mm'e has aluminum productrs 
hopping with glee-and many current 
suppliers of copper radiators \KTOlInging 
to find waYli to cut the " .. eight of their 
products. Aluminum suppliers, noting 
that their metal now costa about 25% 

less per pound than the ropptr aDd bruI 
used in conventional ~i.t.on. eaprly 
predict they will capture .IW( the U. S 
car radiator market by 19'-'5 And Thom· 
as D. Pitur uailtlnl ~~t man· 
ager for auiomoti\'t lPSWOUMI at Kai· 
ser Aluminum &. Chftn)eaJ Sa"- I~ 
adds thlt • ",boIeale shilt to &lWIUn1;uIi 
for tar radiaton would aeate a )t'&rly 
market for 60 miliiOD to SO millioe Ib tIl 
the metal in the U. S &ION. 
Thin fin • . HO'Io~. !.he mpptr ~ 
is not .bout to .bandon • rnatkf't that 
accounla (or &lmOll 30'1 ol ill pI.*O' 
ger-a.r busine. and 2.2" ol UItal l: . 
coppe:r .. Ia GrlngtS J.tttalln-tUD. • 
S","edish company th.t is • major lijpo 
plier of copper to the automoti, ... man..t.,. 
hat pioneered. tec:hniqlJf (or mWlII • 
radiator'. to-ea1Ied fi .. frwo ''ffY lbin 
oopper_ The IinJ are ClOfT'IIPttd P.n~ 
.ttached to the top and bottom oIa radi-
• tor'. tubes and Ief'Ve .. the ehitl_t· 
exchange IUrf~ tJet..ta air ftowi!lc 
O\"er the tubee and the "uid inIi4t. 
Grlnges belie\·es it. thinner ftQl wiD 

~ ' ... mintZ"" ' ... b ad,·antaet 10 
,Ib. CII" ..... 

)lan1 prudllCC'l"'I of «1' r radialort 
hopt that t;~ It n , bec:autt the 
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.,.. DOt .. na W l\lll • lip and run,-
~ J<*ph J:. T Ptteidtnl at 
Ff'dck" Corp', All 1"- Compo. 
IWftCt C...". • ~Of b 0( 0!Ipper 
radiatora. 11 ... compae, Iltt __ 
Iy .ILh c;1oba1 )t .-p.. tM U_s. 
r.,.,"'"LaII" 01 Gtt 
.aa4 )lMt .. )I In 
WI' billden an lwsit&o 
alnum ~ the)' • 
1MI hf up ~ its old tr: 
.... I"UP 01 .,ppI '""" ...,. ........ "'"' 
aJlU)' vwwm·bru!f\I C 
... --.0.1 to mUll alu 
to o.lfOll'. ~ 
.. ructurallatqpit¥, III 
that all alwnJnam.to­
... br ...... ".. 
bIooI.wa- _ too ~ 
ani' llUl'fern eo. 
tql&ipawnt f(ll' thla " 
~,.. ... lbt 
ued to maU ropprr ,... 
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ON SOUTHERN RAILWAY, THIS 

MGuess how far it could travel on a truck~ 
L Stanl.y erene, Chairmen, Southern Ft.ilw.y Sysl,m, W..hlngtOfl. D.C. 20013 

The railroad IS the most effICient user of What does thts mean lot the tutur. ? v.. 
luetin the transportatIon Industry Bar none. means that truckt ,",I! be 1JIIIed· ,of 
And the Southern Railway IS one of the most fOl" k>ng haull_ 
effiCient railroads In the country More and mcxe products w,ll ode on tf'Ie 

Hx Instance. on the Southern. Ihls 7.354·lb_ Southern. and truckS ,"·11 be UMd (or'" 
tractOf loader travels 61 mil .. on one gallon tnbutton It lhe Other end of the ttn. 
ofluet. How farcoold a truck carry It on the Beceuse.lnthecomu-.gye.,. onl thl 
same amount of fuel? Well. the raIlroad IS. railroad Will nave the energy-eH,r!...... 
on average, about four tunes more fuel· hauls -'-' 
efftC(ent than trucks and 60 tlfTles more tor the long hall 
effiCient than planes. So It', that 

., 



t'al to lurn out th(' 10 million units 
tho t lit n~la annually 

l~' mlnum'a advocatel think that 
(0.,...,. "'om to hold onto ita market 
in b.! t r'8 will t.. in "ain By 1985, they 
ptlln • "\'fOn a 2· lb_ or 3-lb_ differ@fiC'f! 
wi'l bolo ;:nIfif'a nt to carmakers .. the 
mal t'i t!.i lTfWlrtt.e 8\'eraat fuel erono-
m) I from today'a 20 mPK to 27.5 
ml~ -uin ca.ra. UIofru Mic:hael K 
W. b ·ral WN m .. n~r at CN" 
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Harrison Radiator Div" 
"will mandate aluminum 
because of weight consid­
erations," 
Turn. round, Aluminum's 
new respectability in radi­
ators represents quite a 
turnaround for Det.roit. 
For decades auto makers 
purposely shunned the 
light metal because anti­
freeze compounds tended 
to encourage corrosion; 
also, repairing aluminum 
radiators can be tricky, 
and repair shoPi encoun­
tered big problems with 
the auto maker1' earlier 
experiments. But in recent 
years. as growing numbers 
of engine parts have been 

con\'erted from iron to aluminum, cool­
ants that are "friendly" to aluminum 
have come along. And Harrison Radia­
tor i. now offering a blo"1orch r@pair 
method for aluminum radiators that i. 
famitiar to r@pairmen attUstomed to 
torch-and-!IOlder tools.. 

The eN division is building aluminum 
radiators for 50,000 full-size eN ears this 
;)'e&r, and it will double that volume nttl 
}'ear_ That is a mere fraction of the 

Uiekport (N. Y.) operation's capacity-it 
supplies radiators for vi rtually all eM 
car1-butthe No, 1 auto maker appears 
oommitted to a future of more alumi­
num. In 1983, eM wants Harrison Radia­
tor to tum out SOO,OOO aluminum radia­
tors. And in Europe Harrison Radiator 
is oonvert.i.ng enough capacity to build 
300,000 vacuum·brazed models by the 
end of next year. The accelerated sched­
ule is partJy a reaction to the fact that 
many foreign carmakers already use alu­
minum radiators in large \'Olumes. 

Neither Ford Motor Co. nor Chrysler 
Corp. is moving as fast to aluminum 
radiators. In ChrysJer's alSe, the holdup 
is the companY'1l total reliance on out­
side radiator vendors. Ford, like eM, 
builds most of its own units and proba­
bly will switch as the need to reduce 
weight becomes more crucial, but for 
now the mo\'e has been deferred by its 
recent financial woes. Still, the eventual 
switchover to aluminum radiators seems 
to be almost unstoppable. "It doesn't 
really make any difference what part of 
the "'Orld the vehicle manufacturer is 
in," observes Harri80n'lI Walsh. "If 
IIOmeone oomes in and says. 'I can do this 
job with equal quaJity and r@iiabiiity, 
but leu weight'-that's like motherhood 
and apple pie" _ 

ON ONE GALLON OF FUEL. 



I • ENERGY 

New Zealand's plan to tum gas into gasoli 

I 

The plight of the Ancient Mariner may 
be appreciated mMt in New Zealand. 
Although the country has energy e\"ery­
where. in the (onn of geothermal well .. 
h)'dropovo'er, natural gas, and coa1, it has 
nola drop of oil with wruth to quench ill 
thirst for guoline.. Oil - aU of it im­
ported. - aooounta for 46'- of the coun­
try', tow energy consumption. "We 
don't have an energy crisis at all," 
lamentl W. A. Poole, reaea.rch director 
of the New Zealand Emplo),ers Federa­
tion. "We have a liquid (uel. crisis," 

That in itaelr does not make New Zea­
land unique. But unlike most eountries 
heavily dependent on imported oil. New 
Zealand i. taking ltepl that will signifi­
cantly reduce ita reliance on outside oil. 
By converting ita natural au to liquid 
fuels or sublltitutel (or them. New Zea­
land plan. to cut ita oil imporU in half 
by 1985. 

The centerpiece of the program is • 
~ developed by Mobil Oil Col"p. to 
conyer" methanol to guoline.. Nut 
month. New Zealand and Mobil are ex­
pected to aip the final qreement to 
build & S500 million plant near New Ply­
mouth that will take 140 million cu. rt. 
per day 01 natural pa (rom the Maui 
field and convert it., Bm. to methanol 
and then to 12.000 bbt per day of guo­
line. When completed in 1985, the plant 
will supply about one-third of New Zea· 
land'. pIJOline needa. 
A,..I c:om~ YM.. This will be the 
first commerci&l application of the Mobil 
prooela, developed in the mid 1970. with 
the idea of uaing methanol derh-ed from 
eoal. In the U. S., Mobil estimates. the 
pl"OCela could produce paolioe from coal 
for about SOt per gal. more than current 
price.. The oriKin of the methanol, how­
ever, makes no difference. 

The New Zealand govemrnent believe!! 
that by the time the plant is finished. 
the P*>Iine it will deliver will be eheap­
er than paoIine derived (rom imported 
oil. Evf,n more important is the govern­
ment', desire to achieve quic:kly a sub­
stantial deeree of enerv independerloe. 
"It', very much in our intBeSt to beoome 
eDerKY aeU-tufficieat," pointa out Ener­
gy Minister WiUiam F. Birch. who em­
phatic:ally adds: "And we will achie\"e it 
through proper utiliution o( our gas." 

No one disagrees with the KIea of 
energy indepe.nde.nct, but there is wide 
diaagreement over whether converting 
nabJral gas to gaaoline will, in fact. 
roUe the best UBe of New Zealand', pa. 
Inst:e.ld, lOme critiClUY, the pa-near­
Iy all of which will come from the Maui 
field - would best. be exported as lique-

50 H BUSINESS WEEK:. Jli'j 1., 1HO 

fled natural PI (LNG), The ~inp 
from theIe exportl, say the critiel.1I"OUki 
more than offllet the cmt 01 imporUd oil 
and ,t the urne time pennil t.bt dewI­
opmenlof ocher alternative fuels. 

Until recently, W gI)\'fl"DIMfIt hid 
expect«I to export LNG. It had nearly 
'PPrO\'ed , propouJ made in 1979 by 

II.", _'IoId-
• . ....... : 

Shell Oil (N. z.) Ltd.. a 1Ubew:li&ry 01 
Royal OutchtShell Croup. to ahip 410 
million cu. (L a day of LHG from the: 
Maui field. Aexordina: to Shell, the u ­
port eaminp [rom that operation would 
have been 30fJt (V'eIW than the coun­
trY' presenl oil bill of $14 bimon 'year 
But early last year New Zealand dedded 
to use the PI to replace imporud oil 

lacking oil, the country 
look. to • Mobil proceoo 
for making liquid fuel. 

-rhey ~ ODUJ"M on Waui wbeD we 
~re pretty wtlJ ~ the ri ...... DOt 
Just down'lrUm," complains Dam 
Tudhope. the chairman of Maw ~ 
meal Ltd.. , partDenhip 01 SbeIl. Brit­
ish Petrolewn, Todd Petroleum MinlD&. 
a New Zealand company. and the Wud 
..,.".",.,.L 
A .on mnllt. For itl part. the 1D""nt. 
ment now says that the LNG plaa wov.ld 
have depleted ~ MaW WeI too quickly, 
at too low a pnca. Beaute the wortd 
rnark.et (or l..~ it lOll theIte days, the 
country would have had to teU it f(W", 
than a premium price. New Zealud 
would also have been at a ditldvantaee 
becauae it i. rarther away from the bia: 

·.t to .. 
I ....... 

'lid in 19f8 

kon "'" :tp', Ntw 
&0 tap t.ht ....... ~ 

, But IlDCt 
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You can go a long way 
leader. 

Citation. f24l EPA tsl 
MPG, 38 fiWY .• st: 
EspKlllly rmpr6SlYe ~ 
you consldet C,tatIOn IS I 
mid,sIze cal And COfI'I@S 

with the 10000000t Manulac::­
IUler's StllliHled Retail 
Pneto' any fron l-wheel­
dll'lfl mtd-Sl~ car. 

Chenolet. 1!!I EPA est. 
MPG, 26 hwy • • st: 
No luli'Sllt car bealS~­
fold Capne! and Impa~'S 
EPA ps mIleage estimate. 
MIl none match thelr htgh" 
way estimate wIth standatd 
powertra,l'I. We m'Bhtalso 
.od that none match them 
In Soltes, e1t~, 

CheY)' Pickup. 5!1 EPA 
lSI. MPG

6
24 hwy. est· 

Chevy Cl comes with MiIS­
SI~e li,rdef Beam susp.!n­
StOn and tOlJih double-wall 
conslructlOl'l And. except 
In Call1om .. , an unbeatable 
(PAHtl/nated MPGlora 
1/2,101'1 PIckup truck with 
standard tranSlTliSSlon. 

Ch.vyVan.f171 EPA 
.st. MPG, 2:tii'wy. est: 
Che\'yGUYsEPAest 17 
MPG IS unbeatable In a 
hAil-ton yan WIth standard 
IranSlTIISSIOfI_ And wheI1 It 
comes to l1'IiJJl,mlHTl pay­
load. Che'fy's most popular 
v.l SUIpISSeS Its I'IYI!St 
salescompet,to(s most 
popularonn byO\llef 400 Ibs_ 

....... '--I lilt t~tlld MI'G 10 tilt f',1oI1'I,ted t.I!'G"' oIltllef 'o'ehodts You IIUJ ,It dllltftflt "',Ie',e dtpend'~1 on how IUI)IOU dr,,,, lIIt.the COIMIltlOll' 
..., Inp trnrth ""..aIIl'I"'" I, .... lNlt '/I proMbIy lit ItU 'llan lilt tsI,rIIlted h,ct'w., Iud ec:GIIQ/IIr hMliln vJI)'.n ~.I ChNoid11re eqUipped WIth GM-bv,J\ 
fni'lIH prodltltd bJ vJIIM .,,,*,, Srt JOII lIN'" lar cIelll~ CHEVY CARS AHD TRUCKS, CH[VY OtAl(RS. CHEIIY PEOPLE THE PROVEN PERfORMERS 

.! 



Today, America must Increase prod ction 
from lts domestic 011 and gas reserv . 

To reach new deposits, w e built a pI 'form 
taller than the Empire State Bulldfr 0 
and placed It In the Gulf of Mexico. 

One of Amencas few remaining undevelo 
territories for oil and gas reseNes is in the Gulf of 
Mexico where the water is more than 1.000 feet 
deep. Recovery wasn't practical until we built and 
installed "Cognac;' the world's tallest offshore dril l! J 
and production platform. 

Towering 1.265 feet above the sea floor and 
weighing 118 million pounds. the Cognac platform 
was the first ever built and Installed In three sect; 
Each had to be towed to the site. lowered Into pial 
and mated. 

Drilling has already begun. At full produaio , 
Cognacs 62 wells will produce 50,000 barrels of , 
and 150 million cubic feet of gas every day 

Onshore and offshore. McDermott and Its COl 
panies are meeting todays energy needs w ith oil a 
gas production facilities. fossil and nuclear energy 
systems. speCialty steel tubing. refractories. and In" 
dustrial automation. To find out more, and for a cop 
of our Annual Report. write Vice President. PubliC 
Affairs. J. Ray McDermott & Co .. Inc.. 1010 Comm 
Street. New Orleans. lA 70 I 12 

ID No matter how the world 
lEtu ~ solves Its en~rgy problems, 
~. . McDermott IS rrivolved. 
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POLAND 
A desperate quest for Western money 
For the first time since the Ru.ssians 
invaded Afghanistan in Deeember, U. S. 
banks are leading foreign banks in a 
major loan to an East bloc: nation­
Poland. At. July 3 meeting in London. 
the moneymen were to act on a Polish 
request ror $500 million. But a sharp 
• plit among the bankers on politieal 
issue. surrounding the controversial 
loan may delay the credit package until 
the (all. By that time, howe\'er, a major 
credit crunch will be shaping up, as Bra-

Behind the split amooa: tbfto" tM ",V'­
ry that this effort may be 1lDdtnI.iftIId 
by cheap Ioana from ~ ud otMr 
European gcn-ernmenta that nlIt \0 ill· 
ereue their uporU to the PoNI. T1w 
more oonservalh .. lender'l &rJUf WI 
unlea there is. unified bupinina: poIi ­
tion among governmenta rtprdiaa 
trade and credit to Poland. it *' .... _ 
(or private banks to pr"OU!fd_ 

The Frenth. in pa.rtitular. worry lht 
bankers. A few montht taO. PrantfoIUd· 

laoDaJ A .. mbl)' dtl 
~-.d PobaIf. autt:: 
bJ ,..yiIoc " .:- If __ .................. " .......... _.,-
laad ud lMi.t 011 

..... ..... ...,...dior ... 

....... nuI ..... _ 
bt ,......hmd &hal 
ItIIU'tIIII ClClDltitute • 

Thatcoa.l ~ 
.~ row.t III lh • 
01l00<0i ... P,," .. 
1l''0III R~ to the- W 
turTftIICJ to ~ aC! mat 
land .. ace • IM'lIIlwr 01 

ratti, ~ lebo _ 

ia~ 
, .... -

"r­r ... 1I00I110 
I ........ .b". 
~-' 
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., "'all" 
-~ ,-,-"_Uri ....... r­
I ......... 

Heuling PoilU. coM: Franc. ~ WIrMW'I debts by c.IIi'IO ~._ 
--., r...". • .... ~_'I 

iii: South K~rea, and, most Ol?er devel· duly put i(OVf'rrut'ltnl ~re 011 1\& 
oping ,coontnes t~t Import 011 run out bankJ to gi\'e ~ loaM to Poland with. 
of theu fut-deplettng reserves. A num- out oonaulting anyone-in tffect.1'tIIIdw­
ber of them will then rush back to the duling lOme of the okt debt.. Sow bank 
international banks for cash-making en 'NOrry that F'rance. Britain &nil C ' 
the handing over of S500 million to many may offer adWtion.al Wilit __ •. 
Poland even more painful. further debt. rtlkhedulinga in the tDOaJ: 

Poland is in deeperate need of the new ahead (Britain is a la.rvt owlitor 
c:reditl to meet i~temt and amortization Poland throuch itl own uport.im to 
paymenll on Its enormous foreign bank; Germany is Poland'sla.rw-t = 
d:ebla-tot~ling nearly ~ billi?n-at a ing partner.) Durina the riait 01 ~ 
time when Its economy 11 auffenng from French Portign Trade Minister p 
slow growth, a bad han-esl, and offieia1 land in May. a COInmwUqlJe ... ~ 0-
mism.anagemenL With oil prices going saying the financing 01 t'XJ)onII 0I-..J 
up and export markell. IU~ to shrink as sumer capital and aemi-mamd~ 
Europe enten a ~on In the months goods is c:mered by ~ air ' 

--
BRrTAlN 
Shell's gas find could 
keep proflts zooming 

ahead, Poland will be forced to default pn'vil--..l • __ " trutc 
"'5ocu ~l.L'" '''''. on thill debt to W.tern banb if it does au ... ~ PolazId'. ac.-in-t1Je..bow. 

not get the new eu~ before nu: winter. o( coo,... is coal. Rieht DOW the rwe.; 
And that could bnng the enure debt are negotiatina lep&ratel,a $S()O miU.it.n 
pyramid of all oil-importing countries Loan from tIM- Cerm.ana, and . 
cruhing down. guarante. of COIJ deliveriea ~ 

The bankers are attempting to get. part of the deal. Aim COIJ ...... bit 
Poland to impoae harsh economic roe- 60'1. of Poland'. ~r1I til ~n .. tor 
Itrainu in exchange (or thill ~Y (act, a recent I't'pOrl on tJwo. Pol~· In 
needed balanc:e-of-paymenu finanCIng. my by • committee of tM P.-.~ 

... a.;:n Sa_ 
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gas di :'\ \ery in the North Sea, appar­
entJ:, ' )(lWnink up to 42 trillion eu. ft., 
eoo, l,j t- Gtf' r itl chancel. 

Si\t!F. 1979 profitl of $6.8 billion are 
the QHk'St among the world's nongov­
eriline .u rompanies. and ita interna­
tional trading operations, which con­
lribult" one--third of thoee earnings, 
IMlml I iy to grow dramatically. 
Suppb of c;,udI;. Shell haa al80 been 
... ·orkir '0 uore up ita erude-oil poei­
tion. T Iitionally the mo.t crude-thort 
of the -,Jon., Shell dh'ersified ita explo­
ratioo ',rt and bfgan buying crude on 
long-t. n enntratt and on the apot mar-
kt'l ml than a decade ago. 

Too :ill the major oil oompanies are 
erurte .~t. E\"en the Arabian-Ameri­
can 0 11 Cu. partners (Exxon, Texaco, 
Sta. (I Oil of California. and Mobil), 
wb r.h t the great bulk of Saudi Ara­
bia'.9 'nillion bbl, of daily produetion, 
If" nu .ure of Kelting all their need&. 
All aT' 1,·J"Nd to follow Shell's long­
"~bJi :letlltralA'KY of buying additional 
tr k the optn market and of invest­
in ttl Krade their refineries and make 
eo 'J b.: ,.1 more profitable. 

ru wng u the Saudis hold their 
p. "ft ow ~ III!l by other members 
of Itw l"VMization of Petroleum Ex· 
po tir JOJntriee., the Aramco partners 
s, ~ an edgt on Shell. But Shell's 
fJlItly trnent In thermal and catalyt.-
ic '" It plants. which teproteM mo.t 
O! h., Y'S ,.idual fuel oilldt by ordi-
n. -y ret '1K into liaht producta IUc:h as 
aa..olir CIlLrI nIOOUp .. much .. $2 per 
bt I., fnc lustry 1OUrcet. 

0\, rauh .. Shell's salea of low-profit 
ht-.avy (t...,1 hi! ... ,hare o( ita total salea 
of rtflrw-d ,tJroducta h .... e dropped from 
32641 I' 1970 to 23 .. in 1979. At the 
wune t "IIf, ita more profitable paoline 
aal. in. r.-aaed rrom 27,2lJ. to 3341 , 
b .. WUIMf""'. Indeed, Shell h .. (Wer­
tome itac diMdvanl8lt't 10 well that aueh 
anaJlII!' as John Shaughne.y or Oppen­
heimer I; Co. IIee it u among "the best­
managed or all the oil companifIL" Over 
the )'Mrs. N,.. Sh.Uihneeey. "Lhey have 
replaoed low-profit oil with hiBh-profit 
oil and pa." InduslJ')' ot.erven note, 
mOrt!O\'er. that Sh~U's underl);ng earn­
ings growth La comina: mainly from pro­
duction BLher than refining and mar­
keting, and that Shell', dh'eraity of IU~ 
plY-it get. no more than lOll or ita 
crude from any sina\e counlJ')'-makes it 
leu vulnerable than many competitors. 
Thtee-qua.rtere of Shell', oil reter'\-es oC 
7.2 billion bbl. are located outaide OPEC, 
and production from areas IlUth as the 

INTERNATIONAL BUSINESS 

North Sea is expeeted to increase. 
E ... en it oil prices were to remain 

unchanged, John V. Thompeon, an ana­
lyst with London st.oekbrokers Fielding. 
Ne'il.'80n-Smith & Co., expect8 SheU's oil 
production profits to more than double 
by 1984. He predicts the same perform. 
anee from Shell's booming gaa business 
8.1 international gaa prices edge toward 
parity with oil. • 

Debenhams retreats 
from diversification 
To reverse a four-year slide in ita profit­
ability, Debenhams-the $1.3 billion-a­
year British department store thain-is 
renting out large quantities oC ita floor 
space to speeialir.ed concessionaire, 
while holding a "clearance sale" of lOme 
speciaJized businesses of its own. The 
thain's retreat from diversification re~ 
reaenta a 180· reversal or the strategy it 
adopted eight )'ean ago after resisting a 
Wc:eG\'er bid.. At the annual ,harehold­
ers' meeting on July 17, Robert C. 
Thornton, Debenham,' chief executive, 
will announce earnings of only $35.9 mil· 
lion Cor fiseaI 1979. The past poliey­
diversifying into retailing ventures 
(from aupermarkets to high faahion)­
has brought the companys profit mar­
gin down to 2.7<.lt from 7.4 % in 1975. It 
has al80 pushed Debenhams' stock 80 
low that some analysta belie\'e it may 
once again become a takeover target 

Meanwhile, Debenhams is reshaping 
ita policies to take advantage of ideas 
th.t are paying oCr. The "shops in 
shopa"-spa.cea that the chain rents to 
suth concessionaires as Mary Quant 001-

meties and Windsmoor ladiea' fash­
ions-occupy less than 20% of the tell­
ing space in its 74 stores but contribute 
more than 25CJ.. of ita profitl. By the 
mid-l980s.. Debenhama officials say, 
theae boutiques could occupy as much as 
50% of the space in the company' 
stores. Among the poasible new tenants: 
doctors, pharmacists, solicitors, and 
building fIOcieties (the equivalent of U, S. 
savings and loan &saoc:iationJ). Says 
Kenneth G. Rishop, Debenhams' manag· 
iug director of finance: "We want to cre­
ate a space where a (amily can IIhop, 
save, eat, and spend all day." 

The company is al80 cutting ita 1088e:I 
through the aale of peripheral business­
fIL In the past eight months, Debenhams 

haa IIOld $44 million worth of these 
IImaller busint'8lleS, including Caters su· 
permarketa, Greens camera and hi-fi 
stores, English Lady and Cresta fashion 
shoPII, and the Cranchiae operations of 
Hardy Amies. dressmaker to the Queen. 
Still on the bloclc are 6 ol13 former New 
Dimension furniture stores that closed 
in January. 
Flllllng m.rg~L The aale of assets is a 
result of a major management session 
that produced the new corporate strate­
KY last faU. Debenhams' original diversi­
fication into specializ.ed retailing waa 
prompted by an unfriendly takeover bid 
(worth S268 million, or $6.80 per share) 
from uos Group Ltd., a rival retailer. 
''The idea then was for companies to get 
big," says Bishop, "and we sought to 
&(Quire the expertise (or specialist items 
by buying other companies." 

In the process, howe\'er, Debenhams' 
pretax profit margin slipped, and the 
decline has driven down the company's 
share price: It hit a three·year low of 
$1.35 last (all, and when the stock rose to 
$2.41 at }'earend, this was mainly on the 
strength o( rumors o( another takeover 
bid. The price haa since fallen to about 
$1.68; but the rumor mills are grinding, 
with analysta noting that Debenham,' 
aaseta alone are worth $4.56 a share. 
Late last year Thornton told financial 
analYSll that he would gi\'e any bids con· 
sideration, but he added that Deben­
hams is likely to battle to remain inde­
pendent. 

Another mO\"e Debenhams is making 
to improve profitability is the setting up 
of a separate finance company, Welbeck 
Finance Ltd., to handle its credit card 
wet. The new oompany will remove Lhe 
cost of financing such sales from Deben­
hams' income lltatement, reducing the 
store chain's interest expense. • 
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",ka still reigns 
apan's kingmaker 

Sol W. Sander. 
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'rime Miniuer Kakuei Tanaka. although 
parliament &8 an independent and still 
'tmenl for hi. alleged bribe-taking in the 

affair, i. nonetheless the kingmaker when it 
naming the Japanese Liberal Democratic 
., Primp Mini!ter Heartened by recentelec:­

Form..- Prime Minl'I.' Tanaka: Playing 
• key role In chooeIng Ohlr.'. IUCCleIlor. 

progress toward roalition 
governments. And Tanaka 
can daim IIOme of the cred­
it (or this. 

It is assumed that Tana­

,I (r1"" 

'" ah· t) 
h •• 
P rlMI' 

ref m 

"" t. 

'S'It'I and Iii_in wielding a comfortable majority in 
th~ U)P, Jal)8,n'. conservative party, is to choose 

dt'r ~rorf' a Ip«:iai Diet &eB8ion that begins on July 
","uwnn", will be muted until after the state funer-
9 of former Prime Minister MasaY08hi Ohira. 
• mflut'nee i, ~nerally said to Item only from his 
ral!lt' huge IUrns of money for political causes. But 

140 btute IlrategisL III' outmaneuvered former 
'1it1wr TUEO Fukuda by using IO-Called party 
Itain rontrol of the LOP. And it. Wall Tanaka'S llTat.-

-.co that put Ohira into office, Furthermore, 
o o_rw:rs belie,'e that Tanaka's "ahoek-troop 
r." Hom. Minister Muaharu Cotoda, pla)'ed an 
role in lriduna tM unsuspecting opposition into 
.:It ........ volt' that (orced n", t'lection. and r1!IUlled 

l::I61 1,1)" vi(tol')' 
.. "I1U' U1P k'ernt to have hailed-at least tempo..ar­
--.dual t'rGlion o( ita rn-.jority and Japan's inevitable 

ka wants Yasuhiro Naka­
IIOne (BW-Dec, 31) aA Prime Minister because he stuck by 
Ohira - and Tanaka - in the recent infighting. Nakasone, a 
62-year-old Cormer Cabinet. member, is considered next in 
line. But there is opposition out.8ide the LOP to his strong 
8Upport oC rearmament., and he is oonsidered, even in the 
volatile world oC Japanese poJit.ica, to be a political butterfly, 
Few U, S, ofticials know him well, and most think he is anti­
American because oC his flagrant Japanese nationalism. 

One good reason Cor President Carter's going to Japan (or 
the Ohir& CuneraJ ceremonies is to talk to Nakasone, whose 
strongest opposition i, Toshio KomolO, a 69-year-old busi­
nessman turned politician who might get. t.he support oC the 
"Zaiw"-Japan'. powerful business leadership. A compro­
mise candidate could be Kiichi Miyazawa, an English-speak­
ing reputed liberal who i. dose to many Americans. And it 
could just be that the difficult decision oC choosing Ohira', 
SUcc:e!l8Or will be postponed - with an interim choice-until 
the regular LOP oongress in December. -

Schmidt wants a minerals deal with the Soviets 
Go -m, :lnxit'ty over raw materials 8upply, limilar to the 
il .'('tj. that ht"lped caUllt' two world wars, was in the back-
It" und the meeting on June 3O-July 1 between West Ger-
n,an Ct ,Ilor Helmut Schmidt and Soviet President Leonid 
J K 11 St'nsith·e to bitter entiasm in some U. S. quar­
t>.:n (.1\''', tkt' timin" of hi, vilit to MOIICOW, Schmidt i8 
ullt'd.fd It. It'l any oommerdal agreemenll drift Cor t.he 
m',ml!nt,. 10 be signed later at the ambassadorial rather than 
SIll1lnull('wl. But German)' haa almOlt. no mineral resources. 
and Bono", t'Onoern about tht" dependence o( ill industrial 
machinlf CJn fOf1'i(tTIsuppliera i. growing. Among these, South 
Africa has btttome a principal provider, and the risk that it 
may be subjected to internalaonal sanctions makes it. an 
~rtain I!(JUrce. 

By lUrnilli to Moeoow for energy (OW-July 7) and Cor 
minerals through re.out"'Ce development agreement&, Cerma­
nr it atl«'mptilll to diveraify ill, 1OUta!L But in .p~ing ~e 
rUk, SchrnKlt runt another He could find MOi!JOOW Imposmg 
oonstrainta on German COf1'ign policy by manipulating sup­
pli .. Bonn lOt a t.aalt' of that last. winter ..... hen tht> Soviets, 
I1IIrered by Germany', leadenhip in NATO's December deci­
sion to deploy new intermediate-range miaailea, cut. off Ger­
m&nY" supplies of titanium sponge. 
o.p.ndet~. The Germans. moreover, Cor years have private­
ly expreMed di .. tiaCartion with Soviet project and oontract. 
performanoe. But their dependence on Coreign 1OUrte8 oC min· 

INTERNATIONAL OUTLOOK 

erals haa become increasingly critical. That. is why the Feder­
al Republic i. extending credi18 in the range o( $100 million 
annually Cor mineral projecta around the world - and why it is 
now contemplating a large stake in Russia's minerals-rich 
East. Bonn is 100% dependent. on imports in aluminum, tung­
sten, nickel, titanium, molybdenum, vanadium, antimony, 
mercury, platinum, manganese, chromite, ziroonium, asbes­
tos, magnesite, and phosphate. It. is 99.8% import-dependent 
in copper, 93% in iron, 87% in lead, and 68% in zinc. 

Reftecting Bonn'. unease, NATO hall now called for a review 
oC the European Community's dependence on minerals from 
lOuthern Africa. Meanwhile, Germany hat been stockpiling 
such critical Orell all chromite, oobalt, and manganese. A shift. 
to the Soviet. Union as a principal supplier would reflect 
Bonn's uncertainty about deveiopmenll in IOOthern Africa 
and U, S. policy toward Pretoria. 

Puhaps Schmidt i. bargaining for Soviet. "neutrality" in 
southern Africa. As long ago 81 1m, WolCgang Ulbrich, the 
foremost German specialist on mineral. resource geopolitica. 
warned: "Europe cannot afford to allow third parties to upset. 
the process oC peaceful change which is about to start [in 
aouthern Africa~" U that was on the Chancellor's agenda, his 
Moscow talks indeed represented a new era oC German 
resource diplomacy. 

-Olnl .. I. Fine --
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MEDIA & ADVERTISING 

The hot new competition in science magaz nes 

Time Inc.'o DI.cover Jolno 
the ruoh to exploit a 
growing Interes' In science 

In 19'Tl, when a 1\me OO\"tr on antMo­
pologiAt Richard Leakey out80ld ftuhler 
OIIYerl on rock ,tar Linda Roostadt and 
ICt.resI Diane Keaton, Time Inc.. exeeu­
ti\'eI were not aurpri.oo. It merely oon­
firmed IOmething they had IUSpected for 
several )"tara: The American public is 
fascinated with 8cienoe. Time officials 
Bet to work to capture that market, and 
this fall will begin publishing DUcot.'€r, 
a science maguine designed for the gen­
eraJ public. 

Unlike Time Inc.'s other magazines, 
including Tilllf', SporlJ IUtutmted. Pro­
fJk, and MQMV, whith were the first of 
their kind, DUcot.-er will be entering a 
field that is gelling more crowded each 
day. Other publishers. including Hearst 
Corp., Bob Guccione, and the American 
Asaociation for the Advaneement of 
Scie04!e (AAAS). are pushing their own 
.oentific publicatiOlll aimed at the gen­
eral ruder. While no one questions lhe 
public', int.erut io tcienee, many wonder 
whether that inte~ i •• trong enough 
or widesPlU(l enough to support 10 
many new maguinea. "There i, certain 
to be lOme rallout," ODocedes one ana· 
ly'L 
Larvnt In ... lntent. Time offiei&l .. how­
ever, are betting heavily that Diacot.'f!r 

"",;11 not be among the: easualties.. While 
the company will not diadOM' how much 
it is spending on DUcot'f!r, Publisher 
Reginald K. Brack Jr. admita it is the 
largest im'estment Time baa ever made 
io • maguine. A large amount is being 
lpent on television and print adveru.e­
menta. "By next year, DUcm..-er will be a 
houeehold word." predict.l Brack. 

For DUrot.~. lint iaue thi, Oc:t.. 
ber, Time ill guaranteeing ita advertisen 
a circulatioo of 400,000. Bracli: disputes 
the oom"tntional wi.oom that it i, risky 
to launch a new magazine io a reoession. 
He pointa OUt that mofi of Time loe-'s 
publications. iDcluding ita business mag­
azine, Forttlne, .,,-ere ,tarted during ~ 
nomic hard timea.. 

10 maoy area&, ~ will borrow 
extensively rrom 71nw'. DiM:over'. man­
aging editor i. Leon M. Jaroft', who. as a 
aenior editor in cha.rge of Time', llCience 
S«tionA, edited many of the CO\'er Ito­
riet-including the one 00 anthropolo­
gist I...eakey-that IOld v.-ell and won 
national journaliam awards. Aooording 
to Brack, Jaroff will bring with him the 
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DeVt" maguine'. tech· 
nique of diKusaina dif­
ficult topiea in lenni 
that the &\-era.ge reader 
und@rstandL While J.­
roH', editorial .tal! 
curnntly Ilumbut 0IlIy 
21. it wiU have acfteI to 
Time', (ar-ftung inter­
national bulftus. 

Di.cotu', major 
competition will un­
doubtedly rome from 
Scleftce 80, publilhftl 
by the prestigious AA..4l, 
which allO publi.he. 
the IOO-rear-old 
Sei~ rnaguine, At 
present, Sd(1k't' IJI) ia • 
bimonthly. but betau8e 
the magazine caught on 
10 quiek.l)·-itl Omlla­
tion IOaf"Ild to 400,000 
&Cter only four ~. 
it i, ex~ted to 10 
monthly with i~ No-­
vember iIIUe. The ,uAl 

allO is neptiatillK with 
Ti_f". traditional com­
petitor. N€1l'fttf!(k. 10 
distribute &11 interna­
tional edition ~ ~ 
8tJ. 
The Idenc:. gient. .u.AI 
official, belie-.,t! their 
produtt can withstand 
any chaUeoge (rom 
Time tne. "In publiah­

Ed!!Of _oft.tet ",... ......... VII ....... 
biggeIM ~ TlMt InC.. ....... IMdI WI 

ing terms we are invisible. but in.nm.:. 
lennI we are • giant." 1&)'1 Allfon L 
Hammond, ScI('?\N' /:Id. ehld' f1ditor & _ 
C&UlIe of ita ties to the "' ... u, Itammuad 
DOtes. Sctent(' 8IJ b .. "w in_ pil!"­
line" 10 the lcientifie rommunitJ. 

While the "US will not be apmdilll( 
large !Urns 10 promote Stoll act' WI, lM 
organization appean intent on pro(IrItt. 
ing ita in\"estment in both ita macaziOfil. 
Last fall. the A.us 61«1 .... it 'Pin., 
Hearst Corp. charg;ng that a ~ 
edition 01 that mmpany'. ~ IJtqrw 
bad infringed on a regiAtered tndeawit 
or the .v..u. the aJ\'!'r kip of .~ 
mlgUint.. Heam. in ita efforta to rni­
taliz.e the nearly 5O-)-ear-okl ~ Di­
gqt, ~ it a ruU-sized m ... ·jDf fit 
had prnious!y ~ about the .. ol1\' 
Gvide), and changed the ClO\W kIco to 
make the .word "Scieom" ~ aDd 
more promlnentlhan the word "DiawL • 
In April, the U. s. Ditt.rirt Court fOf' tlwo 
District of Columbia rukld tha.t Htarc 
mUit alter the logo in ruture ediUoDa. 

But the outcome of tht lIwwit hu bot 

• 
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If your sales force can't cover the map, 
maybe you need a new map. 

Sometimes the biggest 
lCIe between a salesman 
sale is 400 miles of 
me. 
\'hile 400 miles is 400 • 
' Ill anybody's map, one look at 
Ip can show you how to tum a day of 
{ into a day of selling. 
Ith a Beechcraft business airplane. 
you've put business airplanes into 
,'p but not necessary" category, Beech 
,Ie of down to earth facts and figures 
lid change your mind in a hurry. 
.pells out how, in fact, you can effec· 
uadruple your sales force by shrinking 
,urs travel time into two. And turning 
's call into four. 
'vels with you on rosts. And shows 

w you can pay less a month for a 
raft than you would for a oompany car 
Iimdful of airline tickets. 

interesting reading. Especially if your 
ap has more map than it has sales. 

wl/l l ldlta1w l.4 ."1/) . . , Ii 411 
t "Upl'llIl tlr.,t Ilfls Y"H 

If ll'mlK j(Bt l Op 141 20,j mph 
.jl (j .",1",' 

Our map may look the 
same as yours, but it can take 
you places you've never 
been before. 

r----------------------, 
Send for your free Management Guide 
to Business Aviation in the '8O's and put 

your company on the right map, 
Write us on your oompany letterhead, 

and we'll send you evelything you need 
to decide whether yow' oompany can 
l'rofitably use a Beechcraft. And which 
Beechcraft suits you best. Write to: 
Beech Aircraft Corporation, Dept.C3, 
Wichita, Kansas 67201, and ple,lS< 
mention if you're a pilot. U 
you'd rather call, call collect 
and ask for Dick Schowalter, Jr. 
(316) 681·7072. 
i) \1., ,I (; \, \I ,I rr '\ ' ... ".l1n. L ______________________ ~ 



Call one 
Dunhill 

and you've 
plugged in 
the entire 
counby. 

One phone call. Reach any local OunhiU office ~nd 
you tap the resources of over 250 Dunhills. With hundreds 
of industry and occupational specialists in our National 
Exchange network of candidate-employer matching. 

This system, unique to the Dunhill organizahon. finds 
the hard-la-find people for accounting. administrative, EOP. 
engineering. sales. technical and specialized management 
skills in all the demand industries. 

Dunhill profeSSionals recruit high caliber people in 
the $15·50,()(X) range. Locally and nationwide, 

The Natiorla 
s,... v' It If'O:lr ry fr tt 
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[)SAWOfl\(Ilf\D NEW:> FOR AMERICAS 52QOOO MIlLrnAlRES 
Q\JI.Y l500 BER'fCNE COUPES WIlL BE aFERED 11-f1S YEAR 

In an il¢';: wh":l1 un~onl.: \\;lh JUom:)' CUll purch~a ~1c.n."Cdcs.ll~I\\' or CudiHoc Se\iU..:. it takes a 
guurl deal m()n,: til OWI1 u Iknnne (Ollve-

It lUk..:!'t lul.:k. 
"nll" lkn.onc r(~'J)I.; is Q limited ~roducti{)n l~l.,,(ury ~las!' ~n.!o: ca~ that cOl1lbiIlCS,'tol ... o engineering 

\,ith the dasMc Iwlilll1 c:rufi!-lmanslup of one ofharopc s most (U .. t1l1K\lI~hed couch hUllders: Bcnone ofTunn. 
lCI fuDy I..IJ'I'l\:da~ lhe (C!-.ults of thl~ col(ulxn:aUou-thc hundcrufl.cd details. DIe !;Uppli: Ientiler 

llJlhnl!-th."I')', tJle rich \\"lxxl vdn:~rs. the superb ellginc:crin~-you hove to s.;:e 8nddri\'e this cnr for yoursel( 
Du~ til tJ1C I.:xtNnu.: ly lilnitcd !;upplyofthtsc-i!."(trUordinul)' automobiles. we Ittg..: you to use e."trcme. 

ha..·.tc in '"hltln,:t a "nl"" denler_ 
If you ~houlcl hu\'c mrull ... ·y enough mrti lU,ck enough 10 }JlIrcba~ a Bertone::. Coupe, you'll not only have 

tll\! ~U~fa,.:til;II _ I!f O'\\'olng a l.:ur tilut sht)w~ you 've arri\'\!(l. 
\11lI \\'on't SC\· yourself l..'1:11TlIug.(l1l(1 g(Jf~lg. -;' VOLVO ~ ... _ ........ _..... ~".. , .- ... r ~ , 

... ... .t • 0.-r.: f"'. ~ 1 -• "',..< , . 



We've made. 
record commttment 

to exploration, 
We've budgeled 8 record $85 

minion In 1980 to find and 
tap new reserves 01 natural gas 

and ad, We're dnlllng, by 
oursetves and WIth other 

energy explorers. CNfK 100 
new wefts on a rnlhon acres 01 
leases in the southwestern and 

Rocky Mountwn states and 
offshore in the Gulf of Mexioo. 



We're 
for thf' 
L.o.\·su 
impc:N'ti 
Fror'18 
we ,~ar 

arlng up 
0.1 boom. 
Westem coal gains 
as an energy source. 
·up position last year. 

maritel nearty a 
01 coal next year 

,nes in Cok>rado. 
: 001 Company has 340 

lInderlease 

We've gone to sea. 
Northern Arrow and Northem 
Eagle I, our two new ocean-going 
LP.G. tankers, compk!ted gas 
trials in NOlWay and are now 
operating in world-wide trading. 
Each has a 2O-miltion-gaJlon 
capacity. Domestically, we're 
extenclmg our capacity 10 produce 
propane, ethane and other 
liquid fuels as demand for them 
nses under pressure of escalating 
prices of imported oil. 

Conversion to 
natural ~as accelerates, 
and we re ready. 
Northem Nalural Gas Company, 
through its utility customers, 
is ready 10 meet the demands 01 
business and homeowner con­
versk>n to nalural gas for heating 
and other purposes. In the 
mid-80s we look fOlWard 10 draw­
ing on the 3Y.z trillion cubic 
leet of nalural gas we have under 
contract on the North Slope 
of Alaska. 

Our new 
cellophane substitute 
takes less 
energy to produce. 
Industry is searching for a 
cellophane substitute which 
takes less energy to produce 
and causes less pollution in 
the process. Northern Petro­
chemical Company is adding 
another ptan! to meet that 
need. It will produce from 15 
millton to 20 million jX)Unds 
a year of biaxiaJly oriented 
potypropylene film - a stiff. 
sturdy, clear film 10 reptace 
cellophane in some areas of 
the packaging industry. 

InterNorth Is positioned 
across a wide spectrum of 
the energy front. aur strong 
base In natural gas provides 
stability, a dependable 
financIal foundation for 
oil1er profitable ventures In 
some of the most promising 
areas of the energy field. 
That's the right mix at the 
right time. 

Fat IUffner Iflforma/1Otl call Roy A Me'erhenry. VIce Pre~ ldenr and Treasvrel. 4(Y.l·348-4937 

Northem Natural Gal Company. Peoples Natural Gas 
Northern Liquid Fuels Company. Northern Petrochemical Company 
Nortell Gas & OU Company • Northern Coal Company 
Home OHice : Omaha. Nebraska 



TRANSPORTATION 

BACK TO 
rOB A BRA 

In an industry not known (or aggresai\'e 
or farsighted management., Union Paci(· 
it: Corp.-owner of the Union Pacific 
RR-Blands u an exception to the ruJe. A 
little more than a deeade ago, the rom­
pany decided there was little prospect 
(or growth in the sluggish, highly regu­
lated railroad indu.try and undertook an 
ambitious dive.nification program. It ac­
quired oil exploration and mining busi­
neues nOl only (or acceu to profitable 
growth markets but AI. as a vehicle for 
exploiting the vast untapped natural re-
1OUn:e3 on land owned by its railroad. 
Other rail~ have copied uP'. auccesa­
lui dh'frlilication formula, but none of 
them hat come eloee to matclling ita 

"' ...... 
Benjamin F. Biaggini. eha.innan and 

chief Hecuth-e officer or the eonnect.­
ing-and competing-Southern pacifi(, 
Transportation Co., Ja)'t U nioo Pacific: 
"i. probably the Itrongesl company in 
the raill"C*l buRne8i today." What it 
now alarming Biaggini and hi. fellow 
railroad oecutives i. that the Union 
Pacific RI tetmt on ita way to becoming 
stronger still - for the parenloompany it 
again making a dramatie atrategie turn. 
Just .. it poeitioned iwl! in energy in 
the late 19601, UP today il turning ita 
attention baclt to railroading. Deregula­
tion of the rail indultry and aoaring fuel 
c:o.tI are the eompelling factors that, in 
UP'I view. point toward tremendOUI 
profit and growth opportunities for rail­
roadJ in the 1980&. Acting on that eon­
viction. the eompany il pursuing. plan 
to merge the Union Pacific with the Mi .. 
BOUri Pacific .nd the Western Pacitk 
railroad .. 

ThiJ merger activity haa triggered a 
M!riea o( d~enlive. .hotgUo-like mar­
ri*itS bet\lown other railroad. trying to 
pm'ent UP (rom winning total domi­
nance in rail tramportation. It i5 gener­
ally acknowledpJ that i( L"l' suc:ceed.s in 
ita plan. it will mean a new era (or the 
railroad industry. U L'P (ail&, the indus­
try will probably be nationalized. Either 
.... y. the railroad industry will ne\."U be 
the same. 

The 9,500-mi. Union pacifk III ex­
tends (rom KanJu City. Mo .• and Oma· 
ha to Ogden, Utah. There. two long arms 
reach out, one to Portland. Ore .• and 
Seattle. the other to la Angeles and 
lAng Beach. Calif. I( the Interstate 
Commerce Commil8ion appnn-es, the 
Union Pacific will join with the 11,500-
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mi. MisBoori Paeifie, a railJ'Md that 
blankets the southern MKinat. A. part 
o( the deal. L"l' will alIo acquire ", ... 
whoUy owned Misailaiwi River TranI-­
mission Corp .•• 1.6O()...mi natural pi 
pipeline l)'Stem and exploration t'OII:)~ . 
ny. And in another t.ranaaCt.ion. UP will 
acquire the 1.700-mi. Wtlltnn Parifit. 
gaining aeee8I (or the first tim. into 
Northern Cali(ornia. 

Thus, after an It -year di\"t~tion 
program that laW Union Pacific', o.-t 
income from ita railroad grow in dolla,. 

but dto uw iQ pPf"Cftt-.. ,< "" 
to OG.ly . , lui ,tv. n 
DQ'It. dPt.mfti.Dlod to twlp 
panel \"ft')" rapidl)'. nat Qot me&D 

t1w eorn~ hal f'l t'r • . htJplnc 
tht railM*l 01 C'OUl"W , \"' nmr 
Ihorud t1wo railr<Mld Cur II Lf." Ill' 
J.,..... Ii Evans. LT. C"'!."!~" and coo. 
"'Thry baH' all tht tapi need. W. 
dnll'tlik. «D ~II tlwrn lh I'(~n. 1101 
'I". do haV9 lOUd ~ tM r&i). 
....t. and ..., do """" , ,hoy'. 
duinc It doetn't nW.t dl tftI'eDtt 



what the program is: It they want it., we 
look at the proje<:tionJ and say yes." 

What makel Union Pacific IUc.h a 
mo\·er and shaker' The IUperficial an­
swer il hat, in 1862, Congreea passed 
and Pn- ' rjf'nt Abraham Linooln ligned 
a land ,' ... nt bill Kiving UP immense 
strelcl!.· ~ land containing extremely 
\-a1u.l.if .tu ral reIOIJrta. A more pro­
found .' I :\ttUrate an.wer, howf\'tr, 
mmes fr t he way the railroad and the 
nawrrJ r ... OUKa hl\'t been managed. 
UP pra&: .. IOmelhing virtually un-
heard ·of the- railroad indu.lry up 
until a 'W yean ago: IOphi.tieated, 
long-r II1ra~c planning. 

Thl' (( ~ lllny'l basic corporate strate-
ID' Nut k nl'a. Fif'lt., it aim. to main-
tain thl: li lroad in the bett po88ible 
physical 'l:Cl ilion. Second, it aggressive­
ly dt' \'t .. natural reIIOU~ to the 
point wi t' they con.titute at least 50% 
of tota! ,come. In 1979 management 

clearly overshot its target. or total reve­
nues of more than $4 billion-up from 
$2.9 billion the year belore-more than 
$2.2 billion came rrom nontransporta­
tion entities, mostly oil and gas. or the 
company'. net income of $382.5 million, 
61" eame rrom nOll transportation com­
panies and 39" from the railroad. 

Thus, the acquisition of the Mi!l8OUri 
Pacific would do no damage to the corpo­
rate objective o( a 50-50 spliL Had UP 
and liP been one company last year, the 
combined total revenues would have 
been more than $6 billion, and the oom­
bined net would have been nearly $526 
million, "almost equally split between 
transportation and nontransportation 
aetivitiea," atCOrding to William F. Sur­
ette, &enior vice-president ror finanoo at 
UP. 

''The merger is not likely to be accom­
plished before ]982 and possibly not 
until early 1983," saYl Chairman Evans. 

"By that time, we believe the ratio will 
again tilt toward our energy and natural 
resource businesses." 

Evans is probably understating the 
cue. UP's fastest-growing operating 
company is Champlin Petroleum Co., 
which it bought in ]970 for $240 million. 
Champlin is a fully integrated oil compa­
ny engaged in the exploration. produc­
tion, manuf&cturirtg, transportation, and 
marketing of petroleum products. Earli­
er this year the subsidiary made UP stock 
a Wall Street favorite with news of suc­
ceasful test drilling along the Wyoming­
Utah border in the Overthrust Belt 
(map, page 66). This is a geologic feature 
stretching from Alberta, Canada, to Ari­
wna that is thought to contain the best 
posaibilities for significant oil and gas 
dillOOveries in the continental U. S.-and 
it passes right through the land Con­
gress and President Lincoln gave to UP. 

Coal, uranium, and trona 

Champlin's drilling results indicate 
that there may be a pool of natural gas 
in the OverthnlSt Belt that could run for 
as much as 13 mi., representing a re-
8erve of several trillion cubic feet. Not 
far away from those earlier weHs, a 
Champlin partner has now completed a 
wildcat well that has three productive 
pay wnes with a combined Row rate of 
more than 40 million cu. ft. per day. UP 
haa participated in 105 of the 142 wells 
that have been completed on land it 
owns above the Overthrust Belt and in 
15 out or the 17 di8COVeries. "Our partic­
ipation in theae sections or the Over­
thrust Belt averages 18'lt," declares UP 
Vice-President Surette. "We are spend­
ing money to develop the Overthrust 
Belt just as fast as we can possibly do 80 

in a practical manner." 
Champlin hili three refineries: in Cor­

pus Christi, Tex.; Enid, Okla.; and Wil­
mington, Calif. The last aite is where the 
company made its first and biggest oil 
Itrike-a fact UP officials like to point 
out to those who say Union Pacific 
Corp.'. proeperity is largely due to the 
land grants; Wilmington is at least 1,000 
mi. away from the nearest granL By the 
end of this year, Champlin will ha\"e 
invested $500 million upgrading its refi­
neries since 1975. 

The second-Iargeat nonrailroad oper­
ating company in the UP structure. 
Roclcy Mountain Energy Co., conduets 
extensive mining operations. Its total 
ooa.I reserves, estimated at 10 billion 
tons, are the fourth-Iargeat in the U.S., 
and at today's prices and with cutT'ently 
available technology, some 2 billion tons 

Coal POWIII: II III merger II approYeCl, 
Union Pacl1lc wtM be able to haul 
the coeIlt owns to mott major ports. 

BUSINESS WEEK: July 14, 1980 65 



of this total can be mined economically, 
production from IUIE'I mines this year 
will be an estimated 15 million tons. 
most of which will be hauled at least. 
part of the way by the Union Pacific RR. 
With the acquisition of the Mi§9OUri 
Pacific and the Western Pacific, more of 
Rocky Mountain'. output will go liP all 
the way-and that lhould go far to 
enrich the railroad's coffers.. 

Rocky Mountain i. abo a lignificant 
miner of uranium ore and half-owner 
and miner of the largest trona deposit in 
the world, estimated at 50 billion tons 
and situated in western Wyoming, Trona 
il the mineral from which natural soda 
ash i. processed. and soda ash is vital in 
the manufacture of glua. pharmaceuti­
call. and biodegradable detergents, 
among a hOllt of other productt. 

The remaining UP operating company 
il Upland Industries Corp., a land de\'el­
opment and land management subsidi­
ary. Upland develops and !lells or le8gel 
industrial and commercia1 site:s through­
out the West, and one of it. main goals is 
to attraCt industry to Union Pacific ItR 
linea. The 1.2 million acres of land and 
the 7 million acres of mineral right. that 
UP hu left from the land grants art! in 
Upland'i poMeSSion for administnti\'e -Theee three operating companies plus 
the railroad constitute Union Pacific to­
day. It i. a 'ong way from the mid-196Os, 
when the railroad', three top officers at 
the time-Chairman E. Roland Harri­
man, Executi,'e Committee Chairman 
Robert A Lovetl., and Vioe-Preside.nt 
Frank E. Barnell-decided that the 

The Union PaeWe's 
expanding domain 

Ttona 

company, then 80 dominat«l bl' t.M 
railroad. "''as improperly Jt.r\J('\U1'fId and 
aimed. "What tMy saw," Ia)" WiUiam 
S. Cook, cp', rurrent praidrnt. ....... I 

railroad that had opporuaniu. in a 
growlng part of t.ht counlr)' but that 
was-It that point in tilM-a malin? 
businea Al~h it was ,*~fWl, ill 
growth prospeda"~ of t.bf. si~l 
variet}'." So lb. three oft\ciaJ. drvilfld 
the enertQ', Ilatural r.JUru, aDd Iaftd 
de\-elopm.ntltralA'(CY that .wntualb' kd 
to todaY'1 l.'P .. ;tb more than SS bil II!. 

in .... ta. 
At first. • di\;.wnal 'lructU~ ... 

Union P.ellle 

Missouri Pacllk: @-

.tJ0wder River 
,- Basin 

--.. 

m-aU!d to manace tM 
tiN. bot Lbb .... fl.lUnd &0 
hW. &Dd a boldine tompa 
in 1969 11w boktiQl compel' 
al ",h·a.n~ It IQf. UP 
tht bca\') bud crl lCC 
IlUtud I!J' to borrow wi 
ralll"C*l pu.f'P*' )I,Jd Iml """""....... . ..., .... ;.; 
~ .. ho~ 
1Inlri. fnr a rail " 

An eye on the regul 

~y', mUo 
tpnrtica· 

l.....t 
lad ""', 
""" .... 

ICI. It ptt. -' wrt. it at· .... -""""t. 

•• 
Today, til. ;.. ~ aft_ 

~t .. ~ -
at. rhamplin'. lw art II 

"'ort \\' orth. Hark, M ' • .,.. " 
n.,,\er, l'pla.nd 1 ad LM ..... 
ro.d', a~ ill Omaha,. he hoktiIr 
rompan)' is t-rd n S .. Thrt S .... 
York ~ _ lbeir f'Cl' .. ~ 
Mn that all 01 dw CGft'Ipasuet 
ha .. $ftIOd atraLfl)t plao. .. "II • 
Mambitioal. but rsUstlt at- rt trrtn .. 

;.rtl .... • •. ~ CvuL """"'· 
pc. out 01 their 'ft'J aDd .", I bnn jlf'I ~ 
job dco:-, ~ ID UII' lhIIf 
rNUltl ~ 10 f'UUf't that tlw1 at' 
011 traci.,. 

UU awI1 m 11» curn-:a l'P ~ 
Charln L. &alGa. ,Wop .. I'*" ,... 
.trat.fIPt ptanmnaiA~"'" Yark. it a"'-' 
.... <J. c-.J Ek<Iri< Co.. aod )w­

oad tJ...u..... - a!mW .."wG'­
...... t kChaiql* ..., ID er ()Df ~ 
thoplan .............. _ ..... • 
" .. AMU2l.umlDation fllibt ranf(t' 
~t Ul .. bieb .d:I ~ dw ..,-taIJ 
mrnpe"Ws IIMIIt Ii .... 

Eatoo ..., wanta Co ..,.,.. .lul t;tI 
_ ..... ood tJw"""""'" ~ 
..,... lhialuw ud doh. That Is ht;Jtr itr 
railro.d and tM .. ,.."t rof'PJ",till 
"-w Mri1 011 u.t t.br ,.uro.d .-diI 
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MiASOllri Pacil1c, therefore. were partly 
an offensive tactic, to open up new mar· 
keting opportunities after deregulation, 
and partly defensive, to respond to rom· 
petitive prell8urea. When these two 
forees became o\'trwhelming last year, 
Kenel1ck I1red off a memorandum to 
New York seeking a go-ahead on the 
deal. "I told them the jig is up," he 
recalls. 

Triggering more mergers 

•• ' _nil • • oOtMlr IMIkidiarr .. tlndlng 011 and gain the OYerthroll Bell 

The combined UP·MP·WP would create 
a fonnidable route structure reaching 
from the Midwest and the Gull States to 
every major market in the Pacific 
Northwest and California except San 
Diego. "You ha\'e the making of the 
strongest system in the West," says An· 
dras R. Petery, rail analyst with Morgan 
Stanley & Co. Adds sp's Biaggini: ''The 
Union Pacific is pretty much the envy of 
e\'erybody in the railroad business. With 
the Mill80Uri Pacific, it is adding a well· 
maintained property with strengths that 
include carrying petrochemicals from 
the Gulf and grain Bnd coal from the 
Midwesl" 

..... ch. ,.- and how they started 
planninlO: IL 

"We kr our No. 1 bridt' was tht' 
MI.-oun c Illme timt' ago." Evan. 
ill'S, "I ' ' I a rub, lWiet dooKion. 
Our .tr., (' planMra had reIe&rChed 
thst on(l f ) r."'IlKQ. But three )"t'art 
~ W f't tul")' dim.tt' hadn't jelled. 
And d .. , had to makf' the decision 
-hfotheor Io'&fI ted to tie up mo", corpo-
ra\(' .... .f\4i rorpGralt' commitmenta 
in tht' lr. I r talion bu!lint'll. That wu 
• hanl q. :m lhrH )·Nf"Iti(O. But the 
)'tart tL \1' t'raufld haVf' clarified the 
antWtr' " t' did." 

One of ~ .. )' than In tht' f1'IUla · 
tory dim ,. t hat l!P plannef"l deteC'ted 
wu rail rqrutatinn 'I'M pre8t'nt Ad· 
minjlltnat ID W .. hington ~ confront· 
ing an al ~Ina prohl"m 'I'T'a.nlIporta· 
lion DeJrt ,ti. shuw that., by 198.$, 
the rai lroad industry -· excluding the 
govtrnrnt'1I'I1 tUDflt'd C..ontolidatt'd Rail 
Corp. (\onr.d . - ... ;11 fall ~t ... (!t'n $13 
biUioa and fl6 billion ahnrt of the fund. 
it needt tel ,...pl~ track and rolling 
ltod; and to "'PlY debt. 

The TralUJltlfUtion ~l Il"M only 
t'llo" allt'rn&tivu tAl ~blidiU" the indus· 
try, which fa etf«t 'IIo'OUld nationalize it., 
or to fl'H tht indualr)' to I1nd its own 
Ie\'el of pmfiLahility through mergers. 
marketplace I,ricifijt, and reduction of 
O\'t'rhead. The MU\·emmtnt has choeen 
the latter 

San Darius W Gukinl Jr., the new 
10:: thairman: ',his oomm_ion i. at­
tt':mplinR to judRf merj2era by the same 
ltandards t .... }" ha\'e &1,.,..)'1 been judged. 
But perhap. our interpretation of the 
competitive .ituation i. Quilt' differenL 
Put oommiaaioM thought it ","II in the 
pubHc: intereat to eliminate the po8Iibili· 
tyof prioe CIOmpttiLion. Thi, c:ommi_ion 
hat the poIIition of ~raging price 

T~SPO~TATION 

competition among railroads. especially 
after a merger." 

John C. Kenel1ck, president of Union 
Pacific RR, obse.n'f!t that "deregulation 
will force a big change in inter·railroad 
relatklnahipa, making interline .nd ron· 
necting rates difficult to work ouL It 
beeomea eASential for a major railroad 
8)'1tem to reach as many markets as poe. 
sible, .nd it will be unsatisfactory to 
depend upon connections. In a deregu' 
I.ted environment., you are in oonlrol of 
)'our own destiny." 

Indeed, the 22,700-mi. system that 
would emerge is galvanizing s thorough 
reassessment of possible combinations 
throughout the industry. It has triggered 
a proposed merger between the SP and 
Santa Fe Indunries Inc.. spilled over 
into the South and East to bring the 
Southern Ry. and the Norfolk & West· 
ern Ry. together, and left 8maHer roada 
pondering their future. Not surprisingly, 
the deal between the Miuouri Pacific-

E\'en before the government decided 
on del't'gUlation. the competith'e envi­
ronment on the West 

CfI.II!rm. n Eu ns: "II _ coukj W8V'lI • magic wl(l(l over 
every merger In the WOfks, _ would bIeN every OM." Coast and in the Midwest 

received a jolt when the 
Southern Pacific an­
nounced ita intention - lat­
er approved by the IOC-to 
acquire from the bankrupt 
Chicago, Rock hland & 
Pacific RR the line running 
from Tucumeari. N. M .. to 
SL Louis. The SP, which 
blankets the West Coast as 
well as the Southwest.. now 
reachea Sl Looia either by 
ita own circuitous route 
through Houston or by a 
connection with the UP at 
Ogden. Using the Tucum· 
cari line iMtead of i1.l own 
track will shorten the sp's 
route by 400 mi .• no small 
oonaideration when diesel 
fuel coati up to $1 per gal. 
In addition, the new route 
will tempt the SP to carry 
eastbound IIhipmen1.l all 
the w.y on its own lines, 
rather than aharing any 
revenue with UP. 

up', overtures to the 
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frequently referred to in rai lroad cirt:les 
as the ';MoP" -and the Union Pacific is 
now dubbed the "mopup," Gloats Presi­
dent Keneficlc "We IJOt there firstest 
with the m08tesL" 

';What Union Pacific is doing is mak­
ing sure iLl railroad continues to grow in 
the future oompetitive environment," 
say. Morgan Stanley's Petery, ''This un­
derlines the growth mission of the rail­
road, I( UP had not done an)'lhing, other 
railroads would have jumped in to rut 
off iLl growth potential." Adds John V, 
Pincavage, rail analyst at Paine Webber 
Mitehell Hutchins Ine-. ·'E\>e.n though 
the genesis of this mo\'~ may have been 
defensi\'e, it's the mOlt offensh'f! merger 
UP could have gone after." Without the 
Missouri Pacific and the Western Pacif­
ic:, Pincav~ estimates that the Union 
Pacific RR would grow at a compound 
annual rate of t3 1l to 15'1 
over the next fi\'e years, rom· 
pared with a 20IJ -to·22IJ 
growth rate for oil and pi 
and a 25'1 -to-301Io gro ..... th 
rate for mining. Thus. the 
railroad would pull oo.'TI the 
eamings potential of the total 
corporation. Over the put 
Ih'e years. net income for the 
Union Pacific: roae 81.5'1 to 
$150,7 million, while net at 
the MP jumped 141 111 to $110 
million. 

What makes the Miuouri 
pacifk particularly attracti\'e 
to UP is that it 1lef\'N RIch a 
rapidly growing lI!d..ion of thfl 
Sun belL Last year 161 indus· 
tries opened ahop with capital 
in\'f!StmenLl totaling $2.2 bil· 
lion along the lines of the Mi.· 
IOUri Pacific, and there are 
150 announced projecta worth 
$20 billion in invellments 
planned for the next fh'e 
years, 

Ot these future projects, 
roughly 20" are petrochemi· 
cal operatiom.. Obviously. the merged 
system will open up hug1! new coaJ mar­
kets for Union Pacific, not 001)' to M!II iLl 
own coal but also to haul the fuel to 
theBe de\·e.loping industries. Moreoo.-er, 
the me.rged I)-.tem will be m()\'ing in· 
creasing volumes of petrochemicals 
north and ., .. esL 

The propoeerl merger links the two 
railroads that already ha\'e the indus· 
trYs highest traffic densitiN-a key in· 
gredient in railroad profitability. Fur· 
ther, thfl two roads have a hea1thy mix 
of freight traffic in bulk oommodities 
that tend to be more resistant to reces­
IionJ and truck competition, For exam­
ple, almost 51" of the Union Pacific 
RR'S freight traffic: in 1979 came from 
eoa1, farm produeta. and soda ash, while 
3'7.5", of the Miuouri Pacific's came 
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from coal, petroleum produt' ..... and 
chemiea1s. 

Coal, ..... hich is on the front pqe 01 ,-ii", 
tuaU)' e\'ery major nf!"''"Spaper lhNf 
days, hulo", been under earf'fuilmlti' 
n)' by l:p's plannina .taff Beeau .. ., 
much of the company is in\'tw!d in t'Df'r-· 
gy, cp is continual!)" updatina: studin 01 
l\'()rld petroleum rHef\f!I and rwdI. roal 
reserves and Mf'd.I. and thf ltatlll 01 
nuclear flneflQ' AI""fM'Id "'ith t.hit infor· 
mation, l'P saw the important'f! 01 both 
the Missouri Pacific and tM Wsttm 
Pacifit' for hauling ('Gal With t.httw ,,.-0 
railroads in its sy.tem. the company ,.ill 
ha\'e complete flelCibilit)' to moVf' aport 
coal-and grain-thrvujCh any W .. t 
Coast port eXt'ept San Oi'lI:o and 
through any of the m~or Gulf eoa.t 
ports east of the Mi!lAitaippi Ri\tr r .. •• 
Evans is 110 optimistit' abulll nport to&! 

that he is prepartd to in\ .. hUg! IUmt 
of ~rporste capital in otJahort <'CIeJ . 
loading doeb to permit hi, eoal to l» 
shipped in more efficient, detp.dra(t 
bulk carriers.. 

M for all iLl traffic:, the l:ruoa Paci6t 
!'" a1~' .... lhe ""'- ,,.,... ..... 1 
In the IndUStry, 711 mi .. which .. &DOl.h« 
~n ",hy it is .. profitable. Thf adIh. 
bOn of tt.'O more rail~. will \'UlJy 
e~nd ILl reach, putuna It into "" 
etu.es-soeh as Chicago. St. Louit,. WfID-­
phl~, New ~rlean', aDd Oak.lnd, 
~.-where It can CIOnn«t with mon 
~lroadL Clearly,. lb .. will give it tipif. 
leant nt;W markeung opporwniti& 

[n Spite of u.e opportunio.. K 
fl.ck i.nsists th':l the LT- .... '"' c:ombie:: 
uon II not deugned to raMI traffir f 
other railroads. "We did not a~ 

1M mft1f'"" on the .. of p in!", traf. 
Ik at t.bt fXp*"'* 01 o\hfr I )' It'ma,'' be 
df,t1arM. 'That ma)' M t hf- u.. lnt.tn~ 
but it It dear that the str b of t.bt 
aornbinfd companift aDd ' ''ir routt 
iW\IIt'W", .m at __ blun1. t'ffOl""ll br 
vth« .) ~ to. ~ nI'" marketiuc 
Wfbulds ,..hl" dnHrc • rail,.. 
ritJwr to t.hr pndptt. 01' • thl' &nil 
01 U. fIIWI'I'Ift8 IlUprI'-U wIa. 

Ironw-a1ly, tbe JiM t'-, Pf'U'PC*d 
tu~' 1"'&.I.1tOIMt .) tr al lhf Bur· 
lingwa :S\Jl"t.hpra and ttw Loula-Su 
.'ftrI("u.n, Ry .. an Hm, mas 
1M' ...u.-d by "" ......... 
actlnty_ 8urliftiltOD hera [IlL 

"'hiorh rtn'IVfti -49 ' of ht tnIx 
luI.)f'&I" from t"O&l )ID ill h", 
""""~ In f'MtM""Q W cwkt 11ft! 
lind itwll w",d In Pf',ItiaG 
,.Ith t r on It .. _ and ~ lwIII 

to ... 1t'f"Q T Tht' \af1M 
wem 01 mall W ... t boU 
sultahN rut at. "":1lniDl ud 
WIth t1w turdto .. 
ia l1w Powdn r Rut. ill 
..,.tll"rft W .... 
by .ho ""'~"" .......... 
Hut lhiI ('I!IU ",,1"""" 
to ur'". n lI'm. .. 
poriaIi> U IlIo • .,. 
~.""tn U •• tellr 
..... hod J by C'itn' 
10 6: ~,II'th" m ,.,.... 
pon.llIDII Co..l would IiU 
IJw rowdtr RI Buill ani 
-...\.h a tiP line, n.a 
Ii .... couJd b: • haubIt 
01 -' by III "" ...... lor ,.., 

01"1 fill' f'N{'h tdt 
Culf ,-_1ftI ., bampi!' 
1)<; ' • ."....... ,,;IUd iu ,.. 
port p'.n I. ruAf" 
rllttund lO. l'P .,. 
pMn to ha l(lvan_ 
~t'I' DO· Fnaro.. i:1.I ~ 
J l.amph.ier. , .. IMot ~ 
BuriUlIl'lOD !Ii, '. T.,..,.. 
ptJIf1&.tJL<o Dj., ~---. 

rwiAr .....,..,. ~ ___ tbf l!P ... ~ 

.I~ to II't ckrw!I to u. bIIt I­

..".. for ~u &0 the \Ito.-1 c.c.L. 
M.-.hiJt.. t7'. ~ Uoo of UI 

w ....... _ wWt I .. ... IIJ ..... 
rout. iDID U. Sa F'nDda'o 8aJ .,. 
~ u. :-;.tJwn Paclftt.. .... 
hrw f'OIIIhIJ paral'dt Uw " I t II du/­
~ tI Ow IEIIhatrJ IJu,t £nil 
_mt afw U. ... tIP f~ 
&.auti 01 SoutIoono r.dAc d;_ 
~ ~..,. r_ tho t'P _~~ 
...... 'a taWlf 01 v ..... ~' 
rout,. So. BiIaitd sap. " If dw rokt 
PIIdAc etU ~ v.",," 1~.n6r. f/I 

- IM'..-.,~. 
But ~ni .. 1M t ..... to .d.Jrut tbIl 

ra.il _bu'atx.. wiD nlI;aDct' CUIIIP"t 
tlooaod_ ...... ~_ ........ 
"I'"" lUI O"'tr ............ that rJ-
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GE Ultrasonic Technology. 
It can picture 

your baby before it's born. 
Ho r alon,!:t Is (he prep;· mOfe advanced Imager. It Is qulle a tricky Job. For one 
naT 0') What'!'t the position will actually show the motion thing. at sub-zero high 
01 I b. tuy III th(' womb? orthe valves in the heart-

S 
altitudes. the 

Al l)' It"ms that could In remarkable detail. fuel contracts. 
('tIm calt' tht· birth? Ultrasonics in the factory. Closer to earth. 

lhday, dOC(orfo; ('an where Irs 
a,,' Iy 'I,' many of the General Electric Is also work- warmer. the 
all!' 10 tht'st' qUl,.,lIoIlS- Ing wUh ultrasonic L('chl1ol- -'f~j. fuel expands. 

" itl • pl,t'lal t"X<.Impll' of ogy to check out air candl- Yel jet pilots must know 
Get I EIC:l'tr!<' tl'c:hnology 

lIoners 011 Its assembly lines. exactly how much fuel they 
{'alll I ,11 ultr.l<;onlc ima,e,cf. 

The compressor Is the have and how fast they're 
1he GE Ima~cr M.·nds 

heart of an air conditioner. using It. 
QUI' und W,lVt'!'I thal are 

So before a compressor Is In the jets of tomorrow. 
rdl ell by thing., In.,lde the Installed, the sounds It makes ultrasonic probes developed 

r.xl ' .l nl moLlll·r·., body. (many of them ultrasonic) by GE will be able LO mea-
l), . can watth pl("lun.-S can be fed into a computer. sure fuel with outstanding 
l"rC d by tl1("(' rencC'tl'd 

The computer Is able to accuracy. 

wa ltd TV't'rl'('n. And 
compare Ihese sounds with GE ultrasonic tech-

Ir(l r. ~Ic m h-.lrn many 
prrviou!:>ly rC('orded ones. It nology. Making progress In 

thl ' ~ hat 1.',111 hdp tht:m 
can automatically reject night. medicine, product 

dd ht'Hlthy b.lby. 
compres!:>ors that don't quality. Progress of the most 

liS (iE Imal!t'r ('an 
-soUlld- rl~hl: even tell Important kind, for people. 

al. I 't.lIlllm· patlt'nh lor 
whats wrong with them 

Progress for 
pn 5 oj tht· IIwr, Aall Ylt.raso.ni~s. in the_~ky, People 
bIt. hnd kldlwys. Under Measuring the amount of 

GENERAL. ElECTRIC d, Ipmc"llt h allt'\I('!1 fuel In the tanks of a jet plane 



Own a bottle. 

It's worth the 
price to have at least one 
thing in your life that's 
absolutely perfect. 
Tanqueray Gin, a singular 
experience. 

fOIIO..oIJMCl IT 1 AHItU--Ur' asnlUO .. eom[o 
IN lOfllOClN I~ N(UTRAI. SPIRITS .. 6 PROOF 

.,.p()fff[O BY SOM£RSET 11,tPORT(R$ ut) NY 

roads don't ha\'t a proprietary ~ 
You ha ... e to gi\'e. eompetiti\1! ~.net 
good aerviee to maintain good ('UIt.OII* 
relations. The lingle l)"IU"m hat. JT'f'&1-
e.r advantage in its ability to I?lIdtt' !.bat 
aervke," he I&)'L 

The increased eompetitioD. cou~ 
with the easing of pricilll ftiUlatioDl. 
hov,'e\"er. is likely to wuda oft • ' .... 
rate: ""&I' among the rernainiDI raim.d 
systems. Sal's Lamphi.r of the .... 
"'There will be lOme drutic: c:haJIIfII. rID 
not 10 nahoe to think Wf WOII't pt 
invoh'ed in lOme price QI"L" ~ .,.... 
terns with the longat haull and tAt 
broadest mix of t:rt.ftk ahoukl emrtIf at 
the strongest. The Union p.ofk'. KtIW­
liek is prepared. "We ~. nit owwh ... 
to pieces with price wan." ... 11)'" "bul 
it )'Oll h .... e a I)'Btem that ClO\'fl'I all tbr 
bases. )'ou can defend ),ourlf'lf" 

Illusory efficiency 

Moat large .hipptu an tlnrl,. 
pleued by the ptOlPfd. cA ffW'fr bul 
more efficient railroads. "l.<q.l'UIt. 
this i. going to enhanoe thI rail""" 
ability to aef"Ve us in the .... , .... -.all \0 
be len'!d." obeerva William K !"nuth,. 
vice-president of transpOrtalioa at GtD· 
era! MiUs loe.. w~ the UIIOOnl OIl 
goods ohippol by nUl boo d...".d r .... 
90" or the company', output 10 7O'l ID 
the past 10 )"Mf'&. --nu. oouJd IltIp u.. 
erosion or our rail UIIIIIf aDd: .. ybt ..... 
turn it around • polnt or two,· Smlt 
says. BeeaUIe both the t'Pa.ad tM "I' an! 

c~it.ed wi.th knowilll .hen 1h'f'I'J 
freight car 11 .t all limN ud for nail· 
Ding tnina on .chedu". he add&: flAIIJ. 
body who needa .me. ea~bildy i.lI W. 
area should be in ltVenth heaV'ftL • 

Yet Smith dikowlta t.be ra.ilro.da' 
clajma Wt mergers will dram&lirallJ 
siphon off comptting tnd t.rame. YllUI. 
~e concedes that the I1'Ief'JI'fn will ~. 
ldate many or the railroMa' far·aw. 
management., traffic, and pr;,o.,. Wi 
siona, "there will be no I'I'tUn:I 10 ~ 
nance by the railroad&. Trucbn 
their Uleta better," M.,.. 0la.nIp 

James V. Sprifl&"*, ~ 
for lranSportatioD .t eu,pu hIe. • .., 
applauds the ~ U "'po.iti\'1! ..,. 
that are long O'Y'erdUf. For lht p.tt ClOD­
pie of cIecadM we U\'1! had railroMa 
that are fmtbuilt and 1ft. ~ 
CSIlDOt satisfy the ... of -... .. ..; 
U.YL And he .. witb • mitb about 
the me~ u1"ioe: litdt etfen GIl. ll'Qd. 
~pe1JbOn. 'nere .. ~ iAL-. 
In a rnet(l\'r that wiD ~ 
(grain] busi.nea" cap\W't ..... 

Mort!!O\'!'t, lhere it • ~ than. CII 
concern that the ~ 01 • 
~ be achieved au~LiralJJ ia ~ 
mega·mergen" 11 ill -ton Northe ' I __ ~- Aa "1..,.-

. ~ a ...uuphitr ~ 1'bt 
Uruon Paa6c and W...m Pad6r .,.. 

*"UIt 
(MilL" 

[lnoJ"", t .. 
I ...... au ,MIl .... .., .... 
-me'" tift ,.. 
ii_till dllil u"" alII .m ohJII 
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DATA PROCESSING 

What makes Tandem run 
Tandf lpulers 1ft(:. h .. to be one of that provided the company with its ini-
the b4. J('('ftIltories around-even tial aeed money. 
in tho' lUng minicomputer industry "When you gel above $5 million. it's 
wberf' " li~ growth i. lOme limes hard for a peraon to manage everything 
taken ((I. ~ted, In June the Cupertino like a mother hen," 88y Gene M. Am-
(Calif) lrany shipp«! its 1.OOOth dahl. founder and now chainnan emeri-
computA> Ulit four years after deliver- tus of Amdahl Corp. "As the company 
ing ilti t !4),.tf'm, The company is WOws." Amdahl says. "it's easy to lose 
growin · I 100'1:. annually. with reve- the entrepreneur's vision of what the 
nues n, ru nning at a $100 million company should be. But I don't believe it 
annual t p. abaolutely has to happen." 

Whi lt· _, ndt'm'a unique, sinfCle prod- Neither does James G. Treybig, Tan-
utt .till .. no direct competitor, the dem's ro-founder and president, who fig­

young (l IIIAOY'. wild alOC'eM i. due .--r •••••• 
equaU,)' ita unorthodox management I 
.tylf', . h providel t\"erythina (rom 
Friday ~ftTlo(ln b@er partiet (or ita I 
1.100 ,'tI! ,.. til a ubbalital every four 
YNtI a! tork option. for every em-
plu)'t'f' • "pf'lJple-oriented" manaae-
mtnl emphuiz.es complete in(or-
mality, l'J'NMlrt, and open commu-
nieatiul 'lM·re are (row (ormal meet-
in([!1 M ~ and the manage:ment 
team ... Il"Illnisational .tructure i. al-
read)' -I (ur a S500 million-plu. 
optratio InrtWltr)' uperta. in fact, ex­
ped T., ':) to re&f:h easily its W'enue 
goal uf $. .. 'I() million annually by 1983. 
R .... It1) Tandem'. prMenl prosperity 
is buill a "fail-ufe" computer that 
will not data it any part of the 8)'11-
tern ~ do .... 'n While other (ail-sare 
ayateml UllUlllly require a redundant, 
bat:k-ul' tOfTlputer lh.t lies idle unlesa 
the on · 'lOt IYIlt>m fail .. Tandem's rom­
puter du!).Pfl .1I0Wi dUAl tentral protei­
lOra to ..ll:are the data-proeeaaing work­
load Ar"l to ta.ke O\'eT the entire job 
should 0Qe break down. The syatem'. 
reliability m.aIc. it Mpecially attractive 
to banks, airlines. and other businetae8 
where klf.1 or intel'nlpted data mean. 
lo.t. ~'l'nues. 

Withoul \'aryina ita management 
style, the computer maker has broken 
thl'OUtth the diffitult arowth transitlonl 
that any yuuna: t'Ompany must paa 
-randem hu donI' very ,., ... 11 at ptting 
~"er the manaaementplateaus at sa mil· 
lion and ap,in at about $50 million that 
affect growth," notel David E. Gold. a 
SantoRa ICalit.1 conlUltanL And in the 
)'ear ended ~Pt. 30, 1979, T.ndem came 
within $1 million of the .Ie. projection 
made in ita 1974 bu&ine. plan, boasts 
Thomlll J. Perkin .. Tandem'. thairman 
and a partner in Kleiner, Perkins. Caul­
field I: Byers, the venture capital finn 
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urea that his company will need ita ))eO­
ple-oriented management philosophy 
more than the lale8t technology to con­
tinue to grow at its eurrent pace. "The 
human side of the company is m08t 
important to make the $1 billion mark," 
declares the 39-year-old exec:uti~ Trey­
big says that he has "100% dispoeable 
time" with which to ..... ork on people proj­
ects auch as his new chart of 100 man­
agement concepll lhat he UgeS to guide 
the t'Ompany. The chart l'mphasizes suc:h 
notiona &I pushing respolUlibility down 
the emplo)'ee ranks to dm--elop managers 
faster, hiring the best peraon rather 
than the cheapest.. and promoting (rom 
within. 

The genesis of Tandem'. management 
philOlOphy comes from HewleU-Pacltard 
Co., ..... hich is not too surpri.ing, since 
1're)'big, along with the other three 
founders-Michael O. Green, John C. 

Louataunou. and James A. KaUman. all 
viee-presidents-wor ked at the Palo 
Alto computer and instrument maker 
before forming the company. "We 
learned at HP." says Katzman. "but 
.... -e·ve extended that philO9Ophy here" 

At Tandem. for example. employees 
have neither the time clocks nor the 
name badges usually found at other 
high-technology companies in Califor­
nia's Silicon Valley. And ita workeMl 
have ftexible houMl. a swimming pool 
that is open between 6 a. m. and 8 p. m., 
a volleyball court complete with locker 
room and showers. and an open-door 
policy that invites employees to drop in 

for a talk with their managers snytime. 
"It'. a lot of physical things." says 

Katzman, "but more important is our 
attitude that people are responsible 
adultJI and our willingnesa to spend mon­
ey to keep people happy." One example 
of that corpol'llte largesse is the six-week 
sabbatic:al-with full pay-that all em· 
plo)-eea are required to take every (our 
yeara. Thi. month, too, Tandem employ­
ee. wiU vote on future benefits, cilo08ing 
from among inaeaaed medic:a.l OO\'erage, 
a retirement plan, profit sharing. or 
vacation privilege! at resort oondomini­
uma the company would BC:qu.ire. 
L_ turnovw. So far, Tandem's people 
philoaophy has paid off in more than 
!IOaring l'e'<'enues. "The company i. able 
to attract. really excellent people in [a 
geographic:al] area where it i. supposed 
to be hard to get them," says Edwin 8. 
Coelello, an industry analyst with Sutro 
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&: Co., • San ~~ranci!lCO brokerage house. 
And once emplo)'ees join the rompany, 
they apparently stay. Kawnan claims 
turnover ruM S" annua1I)'. Car lower 
than the industry a,-erage of 23'1-. 

Tandem'. rtputation (or hiring top 
emplo)'et'S who stay i. no aoeident, ac­
oording t.o the company. Job candidates 
are of len called back three or mort' times 
for interviews lasting eeveral hours. And 
salary offers are ne"tr made until a 
recruit accepts a job. ''They've got to 

decide they're not just coming for the 
money," declares Treybig. 

The company prefers to hire expl':ri­
enced people because they require less 
trainin(t. but. even theae people ha\'e to 
be indoct.rinated in the mrporate cul­
ture. And that is no easy wk at Tan­
dem, which i, growing 10 fut that the 
average f:mployee hu betn with the 
mmpany (or only liz weeks. Tre)'big per­
IOnally pUticipat.el io most ne-.w emplo)'· 
M orientations to spread the manage­
ment goepel. And he UM'S peer prrssure 
to inculcate recnaita in the Tandem way. 
For example. a group of a.emblers from 
the (actory Roor I"eCII'ntly walked into his 
office to oomplain .bout lMir manager. 
"[The man~rJ lOOn left because he 
didn't look on people u people." Tftybig 
.. ys. "Now @Vf'ryone ~ that that 
mistake was fixed, and other managers 
will !lee that if they don't do what', 
right. they will be fired." 

Indeed, d~ons are made i.ntonnally, 
and execulJ\'i!S get together In sponta­
neous meeting!! &I probleUll arise. Ad­
mila Chief' Financial Officer Loustau­
nou: "We have no scheduled reviews or 
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Sun has a heavy-duty lubricant 
for vIrtually f1Very mlnmg appli­
catIon there IS. on the surlace 
Or below the ground ThiS In­
cludes Sunlleet" greases. gear 
Oils, hydrauhc o.ls. engine oils. 
transmISSion fluids. and a com 
plete hne 01 specialty lubncants 
for mining 

" SUN PfTIIIOUt'\4 ~lS CO\4PAHY 

A~""""UoI---''''_''''''''' 

A simplified lube Inventory 
saves on delivery and handhng 
costs, reduces paperwork, and 
cuts down chances for a misappli­
cation of product Strategically 
located Sun refineries. blending 
terminals and dlstflbutors are 
geared to meet your needs 

Put Sun's products and organi­
zation to work at simplifYIng your 
lube problems Contacl your local 

Sun mining speciahst, or write to: 
Sun Industrial Customer 
Service, p,O, Box 
7438. Philadelphia. 
PA19101 
Sun Is all you need. 

SUN 
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Boo t lng productivity at the top 

PopprII '.ooa AMen! ''The pot.-.tlallor time NVlngI by 1~5 ... I. dole 10 15%." 

Autom I the manager'. offiee can 
play. "r role in boOIting white-col· 
Iar proo . j Yity over the nut five years, 
even w· .h there will be plenty of exec­
utive aunce to .uch .weepinl 
c:hangt>- h. ruIOn i, that the average 
manq:. e,f profNlional now spend! 
about 2 of hit time on the job in such 
unprod ... e ad,iviti. as making phone 
ea1~ tt, IU"I! not anawen!d or lI8aI'clting 
ror paol ' and information. According to 
• new ~- by Boot. Allen Ii Hamilton 
Inc., JI'I rrW productivity can be lie-
~ifican r improved by electronic: mail, 
Informal iUf1 retrieval .ysterna, and other 
tools of the automated office. 

Nearly aoo man.aren and proCession­
als in 15 major U. S. corporations took 
part in the Boo& Allen project. ''The 
potential (or time .. vinas by 1985 (or 
the p&rtieipanta i, dole to 15,*,," .. ys 
HU'Yt!y L. Poppel, tenior vice-presicitnt 
of the New York consulting firm, who 
headed the study. "And 91J, of this 
reduction, he believes, "i, achievable by 
1982." 
~t ftMda. Companiel taking part 
In the ltUdy centrally agree that their 
t:J:ecutives will become more productive 
w~ t.bty start learn.ing how to ute 
these new office automation tool • . 
"We're confident lhat the people we're 
adclre.i~ will u.e that [additional] time 
to get more won: done," says Philip J. 
Shaughn_y, ... istanl vice-president of 
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administrative .ervicea at Aetna Lire I; 
Cuualty Co. 

Even more important. acmrding to 
the participating companies. is that 0(­

flce automation will help to improve the 
qU&lity of work. "We (2n't prove that a 
manager will make better decisions 
aimpjy becauae he has better informa­
tion," notes Cornelius H. Sullivan, man­
ager or the advanced technolOKY group at 
the First National Bank or Chicago, "but 
we can &how that we can give a manager 
more information or the lI&I11e amount or 
information in II!l8 time. We can a.Iao 
demonatrate that the information we 
give him can be made more precise." 
Some 20 operations managers at the 
Chicaao bank kept detailed records of 
their daily routine (or the Booz Allen 
projecl 

A corporation need not move immedi­
ately into a rull-blown office or the 
(uture. "Only a (ew tools will account (or 
the [projected] aavings," s.ya Boo": 
Allen's Poppel. And these will differ, 
dependine on the type o( work that the 
managers perform. 

Chicaeo's First National Bank figures 
that it would benefit most by installing 
electronic mail and voice message S)'1-

teml that reduce the time executives 
spend looking for people or making 
phone calla that are not answered. Sulli­
van aIao figures that by atoring data 
electronically, errors would be elimi-

nated. For example, he says, mistakes in 
transferring internal runds should be 
reduced when inSlnJctions are transmit-

I ted electronically, because they are less 
I likely to get l08t flO 9Omeone's desk or in 
P the interoffice mail. 

f At Aetna. the 12 aaJesmen who partic­
ipated in the study would benefit most 
(rom an inrormation retrieval system, 
according to Vice-President Shaughnes-
sy. He ABys that sud! an eleetronie aid 
would help the aaJesmen to improve cus­
tomer relations by providing them with 
more up-~te information. 

Despite the opportunity (or reducing 
unwanted chores, managers and pro(es­
sionals alike will resist these technologi­
cal changes in the workplace, Booz Allen 
predicta. "Behavior adaptations are still 
a very slow proeesa." concedes Poppet 
Surprisingly, his project team (ound 
that managerial resistance to automated 
office technolOKY was not !IO much a 
(unction o( age., echelon, or education, as 
it was or tenure within the organiUltion. 
Because they are moving on an eatab-
Jished career path, executives who have 
been with a compa.ny the longeat have 
the least incentive to d!ange. But. adds 
First National's Sullivan, "A lot or re­
sistanoe will evaporate i( one sees one', 
bou, instead o( • secretary, using the 
equipmenl" 
Crvc:Ie' at..,. Overcoming top manage­
ment resistance to d!ange is no easy 
task. And without the ru1lsupport o( top 
man-eement. any move toward auto­
mating the office is doomed to (ailure, 
say moet industry expert&. Poppe] hopes 
the 800z Allen study will heJp convince 
management that the economics are in 
(avor o( the investment. "Just the COlt or 
the time saved equals 15% or more o( 
the average pretax profits." he says. 
adding: "The lAvina: is more like 30% ror 
banlc.ing and financial institutions., be­
cause they have thinner margins and are 
more people-intensive." 

Mn.t o( the companies in the survey 
plan to wait until the new office automa­
tion equipment is easier to use before 
they provide their managers with termi­
nals on a wide eca1e. But they do plan to 
start experimenting with this technolo­
gy. That is the crucial step right now, 
according to Poppet "Five years (rom 
now, there will not be an opportunity to 
tele.c:ope the time it takes to get these 
things done," he says,. "Enough will be 
unique to eaeh organization that unless 
you get your reel wet [nowl you won't 
know what is happening." _ 
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loads. 
dock. 

Dan. 
help' 

Industrial 
uipment makers 

h ss incredible power. 
PrO( lctively. 
Dana in ,rial sales engineers put high technology 
produc! 10 work for machinery and equipment 
builder . lrldWlde. 

You11 d Wtchlta fM clutches. for example, in the 
\\'Orld'::, ' est Slnppmg shovel-the giant Marion 
6360 pI -t'<i at left. Just one day's operation can 
remov, .vards of 300,000 tons of overburden 
covenI' .... t I coal depo:;lts. Wichita low inertia air 
tube cJu' t:' provide controlled torque to absorb and 
chssipaft 'vere shocks in the giant excavator's 
gantry trol sy~lem. 

Po"" r ansmission technology isn't standing still. 
You1l fi dvanced Dana products in equipment that 
product • • crude 011, natural gas, and energy in 
many ot !f forms. The II!:it includes Spicer- heavy 
equiprr. t drives and tnnsfer cases, Weatherhead­
hydraul pneumatic pressure products, Williams· 
alI con ' s. Fonnsprag& over·runrung clutches and 
boIdba< SeeD· SCR motor speed controls, and 
many m 
We put tn.na engineers to work for you. 
The Da. ndustriaJ Sales Force in North America 
include' 'arly 100 graduate engineers, These 
enginet ,bring in·depth product application exper· 
lise dir. ( ''/ to your engineers. As was the case with 
the Mar ~.IO 6360, our sales engineers understand 
a custOQ r's speciaJ application needs and trans- . 

nut these requirements to our engl­
... ~---.... neering and manufacturing centers. 

\\-'rite for the new Dana Industrial 
!P: brochure that details our 

capabilities. We're productive 
people who serve thousands of 
customers on five continents. In 
Europe and Asia, we're known as 
IPT Sysleme. 

Engineer-to-engineer: Dana sales engmeenl assist you In 
the effective application of products like thiS 5,250,000 lb.-ins. 
capaoty Wichita low inertll clutch. 

FB8t. pr«ise response of Wichita clutches and brakes helps 
Uldustry apply power productively. Dana Industrial offers more 
than 100 products for the transmis&ion and control of power. 

Call toll free 1.800-521·0550 for more infor­
mation on Dana Wichita clutches and other 
innovative Dana Industrial products, In 
Michigan caJlI-313--758-SOOO or write Dana 
Industrial , Marketing Offices 7544 BW, P.O. 
Box 40, Warren, Michigan 48090. 

DAN INDUSTRIAL ~AN~ 
PRODUCTIVE PEOPLE ~ 
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COMPUTERS 

Hewlett-Packard Co. has not been able 
to build the kind of market share with 
its HP 300 small businl!9S computer that 
it has with other products, which have 
propelled it to the No. 2 spot in overall 
minicomputer sales. In (act. HP has !!Old 
only 400 systems linee the 300 was i n~ 
duced in 1978. But on July 3 the Palo 
A Ito company announced a product en­
hancement and a strategy aimed at 
boosting its share of the amaH businea 
computer mar keL 

"The liP 300 has not done partieuiarly 
well i t may be because [up is] lav­
ing lOme problems in finding appro­
priate ""_yaw lieU it," comments Grant 
S. Bushee. an industry analyst with 0.. 
taqUelt Jne. in Cupertino.. Calif. HP ar... 
knowledge. that ita impact on the small 
busine. computer market has been nfl­
ligible so far, but it believes that it DOW 

has the k~ to change thaL 
The plan is to take on International 

Bosine. Maehinl!ll Corp. by going after 
the more than 700 IBM OJStomers • 
month who order an IBM S)'ste:m/34 or 
System/38 to replaa!. their ot.olete WI 

B f 

Add .not"., compen, to the lone Jist 
&( ('OmJll'titors (or the word Procs.ing 
tlquipmt'nt markft-. On June 24. Hazel. 
tine Corp. introdured a ~hared ~ 
I)'ltt'm on which it experu. to begin 
ddivt'ry !atl> this lUI' throua:h a combi­
nation of direct Ala and dealera. But 
industry observe" believe that the 
GreeDla",n IS y ., company may sign an 
aareement Wore that time with SCI 
Corp., the Dayton mainframe romp.1ter 
maker. Seither mmpany will ~t 
OD ita plana. but obwrven ~1ate that 
NCR, with ita Iarg.:o aiel .ta.ff". will m. 
tribute the Hazeltine ~'It.em until Nt'I 
ea.n pt ita own oftk.e autoJnation prod. 
UI:tI on !.he marbt-a day that is Ib.ll 
lOIN two yean elf. Hueltioe'. Dew sys­
tem. called Opus. CItWts $2'1.600 for two 
workstations, a central stor"a8" unit. aDd 
a prinln 

The ................ in the market for 
stand·aIooe. dilpl.y word ~ 
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The world's smallest wound capacitor: 
exclusive 6·gauge MYLAR~polyester film 

makes it possible. 
Today's smallest wound poly­

ester film capacitor is a reality for 
miniatur ized electronic circuitry 
because DuPont developed the 
world's first and only commercially 
available 6-gauge (.{)()(X)6 in.) 
polyester film. Starting point for 
this significant advance in elec· 
tronics is our readiness to meet 
demanding technical challenges 
with MYLAR-In every industry­
including yours. 

In this instance. we worked 
closely with manufacturers to help 
develop a smaller generation of 
wound capacitors. DuPont spe· 
cialists put their technical ingenu· 
Lty to work and came up with the 
thinnest polyester film on the 
market. The result: the smallest 
wound capacitor. With a 5O.volt 
rating and a theoretical capaci· 
tance four times greater than units 
twice the size. and deSigned to 
operate over a -70"C to 85°C 
(-94 Fto 185"F)temperature 
range. 

MYLAR is doing more than 
help shrink the size of electronic 
circuitry. It's making audio and 
video recording cassettes smaller. 
insulating underground cable 
against the effects of hostile envi­
ronment. and. as a thennal renee· 
tive film on windows, reducing 
energy use. 

Let DuPont 
give you ideas. 
Our free brochure details a 

wide variety of MYLAR applica· 
tions and types that could be of 
value to you. For your copy. or to 
seek help with a current design or 
manufacturing problem involving 
polyester film. write DuPont Com· 
pany. Industrial Films Division. Rm. 
37810. Wilmington, DE 19898. 



processing 1_ 

rustomer "';]) be able to con\"ert an aPe 
program to "'-or" on the HP 300 computer 
in only 6 to 10 minutes. Unlikt> other 
translators., the fiP "ersion does not emu­
late the IBM s)'stem, an approach that 
greatly reduces a program's efficienC)', 
Gibbons sal'S. In (art, he claims, by oon­
\'tOrting the IBN software to the liP 300 
operating B)'Stem, 80me programs actu­
ally run faster. And Leveille predicts 
that the 8OCtware-which cost liP $1.5 
million to develop-could win the mini 
maker as many 8JI 000 additional ac· 
counts o\'er the nen two years. 
A qunUon 0' tim • • The liP campaign to 
win over users of System/32 is timed to 
take advantage of • deli,'ery problem 
that IBW has had with the System/38. It 
was announced 18 monlha ago but is still 
not being &hipped in any quantity. HP 
will not ha\'e mueh time to cash in on 
this delay. however Industry watchers 
III}" that IlUI haa quietly shipped the first 
Syatem/38 models and '1\;11 begin to ship 
in larger quantities by this July. ''That'. 
s pretty short time .... indow [for HPI to 
aim for," ...... rn! 1-1 . Glen Haney, \"ice­
president of worldwide marketing at 
Sperry Univac.. "I don't think you can 
build a strateg)c on iL" 

While liP says that the ISle delh'ery 
lag will help ita sales. it is by no means 
counting on the delay to make ita RPC 
marketing plan work_ "We are not see­
ond-8OUrdng IBM," Gibbons insists.. "We 
are trying to tap into the Rf'G base and 
bridge customers to the UP 300, whicll 
we feel offers superior (eatures." 

E,"en before the RPG com-erter was 
rolled out., industry experu and custom­
ers alike were high on the UP small busi­
nelll computer. Por lea than $75,000, the 
300 offers users a data-base manage­
ment capability that enables operators 
to retril!\'e infonnation stored in the 
computer in much the same ""y that 
they "-ould with manual fila 

Still, it will obviously take more than 
a Rlperior product to pull busine. away 
from ISle InduslJ"y ana.1)"S1I note that 
IBM'S customt'r loyalty is cloee to 95%­
only 5" defect to the oompetition_ "If 
customers are already with IBlI, they 
ha\-e to be "ery disgruntled to mo\'e," 
N)' one ISle watcher. Por HP, though, 
doing battJe with the giant is all part of 
a eareful plan to become a major factor 
in the booming market (or smaIJ busi­
nea compute ...... ';We saw the RPG mar­
ket and view it as a fundamental way to 
get. people onto our productt.," Gibbons 
llaYS_ '"There', a niche there for us." • 
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A~ cktmIK WOUld be ~ up ~ "-'dI ~ PlO '* 
ENVIRONMENT 

Closer to a cleanup su 
Election-year p~ puN. II: at. JI 
1..D\:e Canal, and the I'Iftd to -P 
.... ith DeW federal ~entlfllln pI'O\.If'UiDI 
Co~ to" .. ard ~ of • ""wprt. 
fund" bill that would tal: induatl"} to m"­
ate a (und to c:1ean up abandonat. ...... 
phan," waste dump'- Althtqcb II(IUII' 

and Senate \"t!rsions cl ttw 11;11 di1!ft" 
sharply, the la .. 'rnaktn wiD protUIy 
!M!ttJe on • fund at nat .. w.... • U. 
one .ppr"'OVfd h)- the llouw W.)"! , 
Means Commit .. on JUIM' at- $1..2 bII. 
lion, 75'\ of wh~ would CIIIDf Ina t.lw 
WIers of ttude oil and thf produtfrl til 
petroc:hemiaJ feedatoc:b ud inotpnk 
c:hemicaJa. 

The c:be.miaJ indllllJ"y, ..-tum .. the 
c:hief target of the tax. has foutcht It btt­
terly. But e\-en more lI'OUbhna lo dwmi. 
cal companies is the prtIIptIt1 th&t Ow 
legislation will inau.e lMir vulMnhiI_ 
ity to I.Ilo-.uit.l, eeptCiall)" ir lM ~I" 
version pa.saes.. By eaaing rulel 01 fYi­
denc:e and making 0'I0'nen lia" for 
damage l'\'en if they ~ Q01 lW1dijmlt., 
the Senate bill help' individuala irlJurtd 
by tori:: waste to obtain tompeaaahoa. 
through the tout1&. EVftI mort impor­
tant., the Senate bill doa DOt limit ltabil. 
it)" to waste from dump' but .pp1iea It to 
~mo7It all _reJeaaes from ae:atl)- aD)' (acU­
Ity-<:O\'enng planta ... ·ell ."...,. 
80rs of the bill intend to try to roatrol 
environmt'ntai P1"OhIerN b) ...... fICltIC 
people to sue," JaYI Jft"t!miah J. Kfnne1 
'Iobb)'ist (or UnKln Carbide Corp. . 

lobb)ista for the ChftnieaI Manu! .... 
turers A-.n_ ha\"t! already stumbled t.d­
Iy o\-U the IU~Und For Ibontha after 
the Administration first ~ it 
more than a. year ago. the industt,. 
re(uaed to oorWder any Q)m~ n­
OU. ~ ,that.the (ee .... pu..ll.iti\"t! 
and unfair IUIO! It penalized aft enti,.. 
induslJ"y for actions of • few OOIIlpuiiea.. 
CM" Pruident Robert A Roland iRliat.a 
that the l!JI:iltenee of abandoned dump. 

• 

nd 
r, tho 

I tbr r_ -ai_om 
pt rala" ......-..... 
11 .i1lioa. 



Fieldwork. Homework. 
A partnership story 

on construction insurance. 

d Conatruet.ion Com~Y or Winchester, holden cooperation, 
. I. an ambitiou. 'grade and drain" pre-blasting plan that 

tor with Impuuive capabilities , The menlo Structures near the 
~:~~~ Pi~HM. The Atlanta Stadium. The Oro- veyed ror pre-(!xisting damage 

m Railroad" road., and airports (rom addition, ~e!l-water samples are sent 
Colli,,~" Guatfomala. of'ftce specialists. Through detailed analysis, 

l teamed up with Wauflau Insurance 29 oC the water is established. At the same time, 
'1 ago"U.tarted right here in Kentucky," re- well user is interviewed regarding the history 
calls Pr Idenl James C. Codeil, Jr. "We needed water supply. 
pro ,..~, damage co\'erage on an excavation job. Since putting the plan into erreet, Coden's 
W covered us on lhal job and the next job and liability 1088 ratio has taken a tum for the better. 
the next. We've been with them ever since." For the past six years, it's been at a remarkably low 

Today, WaulS&u providell rour lines of insurance average of 25%. A favorable factor toward lower 
to ~!"den. Plu9 specially -,=---::--:=_=:-::~::-::=-=-==--- insurance costs . 
... ntten coverage when Codell is willing to 
Deeded. work hard at controlling 

The road hun't al. losses. We're willing to 
waya been euy. Along help . Together, we' r e 
~ "'By losses lltart..ed to making business in sur· 
mb,?..'!~t due to project anee earn its keep. That's 

l&8ung. With the policy. the Wausau story. 

WAUSAU WORKS. 
74' 



THE 
It c.n tell you • 101 about 
Ita condition. A thermal rad'Jatlon 
inspection can pinpoint your roors 
weak spots. By taking your roof's 
temperature you can learn where 
your problems are,where water 
is trapped In the system, and where 
heat energy loss 'rom the building 
is occurring. It will also shaw yc?u 
where your roof Is sound. Which 
helps you avoid costly replacement 
where iI'S nol needed. 

Thermoc:o<W" give. you the big 
pk:tUI'W. Tremco's patented 
l'hermoc:ore system lor roof analy· 
sis combines scientifically accurate 
infra· red seaMing WIth a supple-

menial V1SU811OSp8C1JOn by lru>od 
persomel ThermocorolC8lVWlll 
from hand-heki Of 8.1fbome serwors 
readily identifies pt'obiem .reas on 
the roof. ThIS IIllormallOO, property 
interpreted. WIll enable you 10' make 
sound declsols bISod upon obiOC­
live sc!enIJllc facts 
Call your Tremco AekS AdvIIOr 
for the whole ItOfY. The end rtIUIt 
'rem a Thermocore infra-rid ICIn • 
a C<lfTl)Ielo, oasy-lC>OOdoralond 
report on the true oondIhon of)'OUt 
roof. This accurate II'Ilonnabon W1 
help you establish repair poorl! "' , 
get realIStIC budget ,,,,,,,,,amenta, 
and institute energy effICIent Pfoc;:e. 

TREm 



Ju ... 2).1980 

$100,000,000 

-.ireyhound Leasing & Financial Corporation 

n. F'I'I18ot:IOftCorponillOn 

B.d. liaIMy St.-t Sh..,1cb .....-
I~ Lulb"a::Jtnrdlr -'-

12~% Debentures due June 30, %000 

hucrC'S1 IS payable: on june: JO and Dece:mbcr j I 

Price 99.25% ',......nuod ........ from J ..... JO. 19f1O ",dMoI <IoIn"".1 

Goldman. s..: ... A! Co. 

Bat. Scftmll at: Co. 

Lehman BrOlhnl Kuhn LodJ 
~ 

Blyth Wiman Paine W~r 
~ 

E. F. Hunon A! Complny Inc. 

Salomon6rothns 

Dillon. Rod A! Co. Inc . 

Kid&r.,P~r6'Co. 

I.a.urd F""- 81: Co. l.. F. Rodudliki. U"I~. Towbin Siwanon Lotb RhotIda Inc:. Smilh B.nwy. HUN UpNm A! Co. -w .... 1.Panbu Bcd:n WU1Mlm A! Co .. Inc:. .- Dan W;tlrr Reynold. Inc. Basic: 5«\.oril;'" Corponlion 

Ala. Brown A! SoN ABO 5«\.oriliH Corponlion 

Robn1 W. s-d a Co. - Barrman EidUrr. Hill ~ - Willilom B .... r A! Compuy Oatn Bo.WGnh 
"-

EppItt. <Nc:rin 81: Turnn. Inc. 

McDorlllld A! CompAIIY 

Mo.Wy. HaJlpnCll, E.tabrooIr:" Weoedc:n Inc. Nomun 5ealriliH InlrrtUldonal . lne. 
Opprntw:imer A! Co .. Inc. 

1M RobmMJooHumphrc:y Company. Inc. Roun Mo.k Inc. 

Tudrr. Anthony 81: R. L 0.,.. Inc. Whal. Finl ~"IiH. Inc. 
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LEGAL AFFAIRS 

When lawyers dictate the limits of marke 19 
Risks 01 antitrust litigation 
from wrong marketing 
decisions have grown larger 

Although antil1'U!t riaka have always 
been greatest at the aeUing end oC busi­
ness enterprise, lawyers until recently 
have played a IUbordinate role in shap­
ing marketing decisions. Today. how­
ever, antitrust attorneys have great 
power when it cornea to marketing, be­
cause now, at never before, corporate 
marketing plans are colliding with fed­
eral antitrust laws. 

"The law)!ers end up determining 
what the parametetl of the marketing 
plan will be," says Luther C. McKinney, 
senior vice-president of Quaker 
Oatl Co. "There are more con­
sttaintl impoeed by the law through 
regulation and cue law than there 
"'ere 10 yean ago." One measure of 
the eh&nge: An American Bar Assn. 
program that MclC.inney chaired in 
mid-June on antitnllt counseling 
for marketing departments at­
tracted 80me 300 lawyers to Chica­
go. including men and .... ,omen from 
IUeh companies as 18M, ATlT, Gulf 
Oil, Sean, PepsiCo. United Airlines. 
and Combustion Engineering. 

Antitrust risks stemming from a 
wrong marketing decision have 
grown large for many reuons: 
• The willingness of one business to 
sue another-and the growth of an­
titrust lawye,.. specializing in repre­
senting plaintiffs in such actions­
increuet the likelihood that a com­
pany'a competito,.. or distributors 
will bring Clayton Act eharaes. Au­
tomobile deale,.. and service station 
operators have even "-00 legislation 
allnwing them to sue if their fran­
ehiMs are terminated. 
a Congreas haa piled IOn laws that plaee 
warranty terms. franchise agreemenll. 
and debt coUection praetic:es uDdu new 
IttUtiny, particularly from the. Federal 
Trade Commiuino. 
• Changing priorities at the. Wuhing­
ton regulatory agencies art leading to 
mnre marketing eases. The Justice 
Dept. •• antitrust chief, Sanford M. Lit­
vaek, who.laTted no the. job io January, 
it spurring attacb on manufacturers' 
attemptl to dictate the prioea at whieh 
their goods will be IOld. At the. Me. the 
Robiuon-Palman Act's eurbt IOn treat­
ing customers unequally are getting new 
attention. 10 April the fTC iasued an 
expJOIive complaint against Boise Cas-
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cade Corp., ehar¥ina that the _lumber 
and paper company ~red prodldft 
of offic:e auppliea into linq: it ddtowIti 
that allow it to Iell to ~ cn..tI 
at Iovo'er pric8 than rtUil outltta CIIUI 
manage without eomparab&e d.i.aowItt. 
• State attol"M')" Itnen.l ..., aft bM(. 
ing up their antitnatl eJforu. briainlll: 
taJeI hued on local marklK aetivit)' lhat 
might be too minor to interelt tfdtnJ 
regulator&. Earliu thil year, for ill· 
uanee, Muucltuaetu t.ha.rpd &tw • 
Dlu!.,n of Amerita and ItVft'&I MAiIln 
with oonspiring to fl.x pricea on iu kIP­
quality audio equipmenL Ewn MaJ liti · 
gation can add up to bi&: do1W& 10 F~ 
ruary, nine dJ.iriM in New JelW)'."..d 
to P'Y the ltate more tha.n $2 mill)oQ to 
II!ltle price-lixina ehartl& 

Mar~' antitrust ~ will iD­
trHIt Ifl the )"eart ahHd, predjn, 
NorlhwHtt:fll University marbt 
profe.:w Philip Kotler. With ~ 
~ .,...." _ "tho ..... 
WIll ehangt: from oonnal tvmprtitioa r. 
~keting warfare." be Mrs. That _oj. 
u~es the th&noat lllat, ift • ~ta 
drive (or WM, eomparu. will '. -.unt 
e&mpaJgnl ~ tvmpetiton tU.t­
sbouki they Wlnd up in a counroc:... 
will look like attempta to ~ -
0:Mr unlawful act&. CJevtlaod .~ 
Riehard w. Pogue !hinb toup u­
will lead to more PI"Ob&tma . th "'full 
line forcing." the J)I"aCtioe ;. . -

that • eustom~ who wanta to ~ 

to Ul\S:-
ul .. tMTitt­

to clictalit 
. no .... 

• • dlMbutor 
_ 01 .... 
_ .. 011 



uite .simply, tl}is is what it means 
to e an InformatIon systems company. 

Bell & Howell 

nfonnation is knowledge. 
go rrunent, education or industry, it has to be 
COl ·oUed. 

fo control infonnation is to store it, retrieve it, 
di ,bute it or display it. And that requires the creation 
of lctional innovations. 

W'hen these innovations interact, a system is 
cre. led that makes infonnation work. An information 
sys\ m. 

Bell & Howell provides microimagery systems, 
mail and remittance processing systems, video and 
learning systems, and electronic instrumentation 
systems to accomplish this end. 

Our business is information. And our job is 
to make information work by providing the means 
to control it. 

Quite simply, BeU & Ho~eU is one o~ the 
leading suppliers of informatIon systems ill the world 
today. 

Inrormalton is the business of loday's Bell & Ho"cll. 
If hlU .... "ukl lil.e 1'1 k"'''''' m.lf( olo..>ul .... h.ulkll & 11,)',Iell IS,jOlnl" in [he tidJ of infoml3lion ~~Mt!m~ lOOIl}.C'.aJ1 or .... rite James Rltch1': . 

",Iff \K:C I~nl. (urp.>rulc Relallon" BEu " HOWELl. 7100 \lcCorrmck ROilll. Chlca!;o. I lhnOl~ ~S ,J121 b7J-.HJO. 
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(., .. Pf; brthltr 65lS tnttl t !dofthe 
Ilew·genefcl!' :n medium-SIZe bu$u'!SS .ets WIth I 
SUperCllt l(" 31 wIng and fanjet MgInlS It nasal1eady set 
tOtl( WOf.d r~ ~s fv Its class. Includu\g one lor non-stOP 
fhght honl e_ ,ton to PdtlS In 6 hovs 39 mlnl./tes .nd 55 
seconds al a SPfeO c f 528 rrults per hour ThiS 
~ctlievemenll$ontc.1 mar;-~ throughout OUt k>ol, proud 

lSI 'I asa dE$ er and bulUlet cf buSIOe5sanCl mIlitary 
airCraft 
t n additIon we',e pume contractor to NASA for 
; e Space ShuUle crbltef5. for II,tegralion of tt\t entire 
upace Shultie Sys'em, and fOf the Shuttle maIO engmes. 

sing OUr extensive rocket engine technolOiY. we also 
:kl! waleqet propulStOO systems used on hydrofoil boats 

rOUgh')\jt Ine worl 

Rockwell InternatIOnal IS a major mull Hndustry 
awide range 

of - In general industnes. , ,aeroo;pace 
and electronics. On May 7, 1980, the80ard of 
authorized a 2·fof-l split of the company's common 
stock, and Incleased by ',ve cent::. a share the Ql.I<Jrterly 
cash dividend 0l'I the common shale .. outstanding prior 10 
the spilt. It was the third dIvidend increase in the past IS 
months and the eighth in nine years. Fiscal 1979 sales were 

,..... $6.2 billion. up 16 0 over 
..... 1978. Fiscal 1979 nel 

",W' ''l't" .. ily •••• Income. $261.1 million • 
was up 48~, over 1978. ..... • u· 

-~"","""'". Our IB'};. H>turn on average 
eqUity Isa sub';,tantial im­
provement over 1978 and 
nearly tWICe thai of 1975. 

.". 'dO .. 

Electronics. 
_____ ~( .. ~'.~ •. n .... ,I.,. •• ' .11 IIlIIh,"' 

Arnon!: our many E'lectl.lOll p,rx1ucts 15 user 
equipmenllOf the Gt(Jtldl PO!>lttOnmg ~)'5tem (GPS) , 
USing data from N..tV\tar ~llelht>!s bUilt by our Space 
Systems GIOUP, thiS eqUipment WIll enahle GPS users to 
pinpoint their posItions to wlthll1 :30 IPet on land. at wa 
,md In the all 

Othpr products IncludeOLlI ilutOfnallc call 
dlstrlbullon !oystem • used by nel!lrly elmy mapJr U.S 

airline We re a world leader '" 
"' .... IOnlC!, tor .lIt Irdnsport, 

general a .... latlon 
and military 

Blrclaft. 
• We're 

also a major delense electronic.s supPllel and ..... e produce 
a WIde varlet'l 01 microelectroniC s),stems and deviCes. 

For more about us, wtlte for our annual report 
ROCkwell !nternatlonal. Dept 8158·39.600 Grant 
Street. Pittsburgh. PA 15219 

Rockwell International 
. .. wheN ectenc. gets down to buIineIa 

Automotive '~ 
ElOctronoce 'Genorel_ 



given an exclush'e territory will almost 
surely trigger an antitrust suit., Bruce 
warns. He figures the manufacturer 
should budget $1 million to fight the Iiti· 
gation. When the AL\ last year studied 
private antitrust suits filed in the (eder­
aI court in Manhattan. where they ftow 
in at the rate of 1''4'0 a .... -edt. it (ound 
dealer terminations the No.1 cause.. The 
best ...... y to fend off such a suit: gener08-
it),. Be ready to write off receivables due 
from the distributor, offE'r to buy back 
merchandiae on hand, ~'en «Insider bu)'. 
ing up the distributor's whole business. 
advises ME'lican. Greenberg agrees: '"The 
kind of perlOn who', administering a 
program o( dealer termination should 
not be one who's big at nickel and dim­
ing," he lays. 
L .... l lawlull .. Other aspettl of a corpo .... 
tion's marketing program can also get 
the company into antit.ru.llL trouble. AI· 
though a suggested list price ,tanding 
alone i, a1mOlt surely O. K .. an)' pret-­
sure on cugtomers to adhere to that rec­
ommendation i, nol I..e'V:i SInUil & Co .• 
for example, haa beeD deluged .... ith ta ... • 
suita all around the mI.lntJ}' claiming 
that it kept retailers (rom diIrounting 
iu (amous jUfIL Earlier this )'ear, the 
company agreed to ~ $100,000 to settle 
a ease brought by the state of Tau. 

Ad\.ertising plana can bP taken .. ""i­
dence of a monopolization athemt if tM). 
are clearly aimf'd at kePPiua a ""' tom · 
petitoJ' (rom ,..;nnina a lignilieanl mar· 
ket shart. De\~lopina ,,",' braDda to 
natTO'W the market ort\lpMd by • <"Oft'I. 

petitor can be da.naerooa.. Ewn pubbd)' 
announcin& a pri~ ~hantt' in ad, ..... it 

New laws. more suits, 
and greater enforcement 
Increase lawyers' power 

now tUtti by IUtM anOuw.t tNorcws 
as e\-unee 01 antioom~ti~ bPkJ,"lor 

With aid! ~ it', Ma)' fur Law. 
yert to.ay 1)0 to any I'IW"kttinc 1nl'lO\'l' 
tion The tha.iWnp it DI)\ to k"'lt dirnLa' 
markttina dfopart.mfata out 01 troubW 
but to help t.Mm tum a praIIt ~Iy­
Lawytra must "offtr IIOh:ationa ywr tli· 
ent ea.n Ih't with," huisu John M Jbth· 
man, thf company In.,)·u .. ho ,..«beI 
his _"Y up to dWrIJ\&n 01 Knit 1M 
"The IawYl"f is paid to Il'f1. thi"", doIw. 
not to .y tM)' can't be dOM.- .. --Bemat Ro.Mr. a ..uur att.urIWJ (or 
SaCf"WIl' Sioni Int_. I&y'I M C'ODala.nUr 
_-e1eha lht oppoIina pulla 01 kplitf and 
profitability ill t.M priot-di.rriaall\aUOI'I 
arM. Cumu.lative annual diwowl.ta. (vr 

Imperial Group Limited 

has acquired through merger 

tumplt, arf Kt'Dt-raliy hCIItfniud br &II. 
ouu.t La1l")","n ... violation 01 the Rob. 
~·Pa1.man Art. lliacounn for hirer. 
~ may two justffjable i ttrma 01 
""DIll on billiJla and hippirc, w~ 
di.rount ba.-d OD tM \'OIWIIf ; 

bull"" onor a ,12. b period lllal 
halT Htu. N1atioD to:. any r.I _ 
ad\"l.l\tacn to tlM! . n 

'ADd)"rl It it Jut •• ' olliff a.t 
tlwy an- brbw oife-nd 111M It ... 
~ a 1Uli.,.,-aa] trY. ractK-to" in tat 
~. ~ a), T ~ 
hit bu)t'f'Ii tMy _h. dit-
rount would put W t • fOmpftiU" 
cLaad\an~ III,roc larIAt_ 
acttpt .. h clUmun oIf"rtd, bat 
bt rancfu.1 not tq 101 linn trom lap-

.,u.... 
t:-.,,",, .twn u. &III advitt In,. 

an out f~ Ml'DUIpI! • pri.mary 
i .... p, -mark "rl diaNM· 
actd,- ":011« .. ~ ... .,.. -y f .... thaI tit 
_ ... octu:ill) t '" nudo br'" 
laW) ..... - &t dlat tht pritt C. 
IQrvh'a!ln _:I, III una'" Acari 
lI3I: to 11«hrrt Y u.. r ol ~ 
modoa aDd mar" (Dr Pfot. 
wr • GambM Co. r'f&I won.t. 
_hlko b.,..,.. doa, rc dw.......uu. 
~lhdr • Id< --- -

Howard Johnson Company 

We acted as finanCial adVISors to 

Imperial Group limited In thIS transactIOn 

Goldman, Sachs & Co. 

June 19 1980 

10 BUSINESS WEEK: July 14, llW10 

Morgan Grenfell & Co. 
Llm<tod 



you can ropy both sides rurnlng it O\.'t'-r. 
of a page without ••. 

If you copy from rwo-sided on~als, your copier is definitely contributing to office turnover. 
8ttause an order to nuke two-sided coptes. your people have to: (t)copy one side, (2) rum over lhe 

ongUul, and (3) oopy .he other .dc. 
Maybe you should rum (0 a Xerox 56OO.lr5 the only copier that does all that in (1) step. automatically. 

It abo collateS your roples lOla nice. neat sets, automatically. And even staples them, automatically.. 
Wruch aUlomabCally gIVes your people rime to spend on more rewarding and produrove things than 

sunding by a OOplef and shu£lling originals. 
And that's another way a xerox 5600 can help reduce office turnover. 
Give us a call at 8QO-648--5600 (operator 263); and we'll be happy to show you how. 

XEROX 



Finance 

MONEY & BANKING 

A cold eye at the discount window . 
The Federal Regen'e's diKOUnt window pera.lty on ba~b that ~ from It 
has long been the !IOUrce of last reort The .hift ~ Vlrtua1~ drifd up ~~ 
for cash-soort banks-as long as tMy ina at the di!t:ount Wlndow, "Vtlll ~ 
were among the lIeIert fev.' willing to pay ~ed" PU~ueI or f&'O'W1lment. IMUn­
the price of membership in the Fed. bet to provide cash (or the btJWna: ~ ... 
Under the ml.!lSi~-e financial reform bill tern. 
Congress passed lut Marth, lUX.'eIIII to The Fed pined ita MW ltwnat O\"t'f 

the wi ndow was expanded tenfokl to the dilCOt.lnt window. and O\'ff molt 01 
include virtually e\l'ry fina ncial 
institution in the oountry. Now, 
with a few new borrowers ahow­
ing up already and loti more on 
the way, the Fed i. making it 
dear it will be a moN' demand· 
ing. and m08t1y moN' Hpensh-e, 
lender than when the window 
still had • "members onlyM sign 
huna; O\'er iL 

Holding 10 • hl,,",r 
dllCounl ret. 

.'r-~~~-----------, 

, ... 
• 

The Fed appart'ntly me&IIA to 
hold the dismunt rate ''''0 per­
oen~ pointa or more .bow 
prevailing market rata-in ('OlI­

trasl to lut winter when the di. 
oounl rate sta)-ed Car bekJw mat­
ket rates and b&nb bofTO'lllo"!d 
cl\eap mont')' from the Fed b), 
the ton. The new aPPl'C*h will 
tend to make money more COIItly 
for lenders-and, in tum, for 
borrowe,.. Specifictlly, it will 
mean higher ralel lor borrowtrs 
in the dozen or 10 states that 
have t raditionally held down 
rates through UAUry ceilings. The 
same legislation that sttthe new 

"~ .. ~~ .. ~~~~~~u=~~~,.J .-
rules lor the diacount window 
al80 pre-empted the alate oeilings, at 
least temporarily, and instituted a new 
federal ceiling one percentage point 
above the disrount raLe. 

The way the Fed plans to do things 
(rom here on will aim make it harder for 
in\"eStors to 111M! the dillOOUnt rate aa a 
clue to Fed credit polk)'. "I think £rom 
now on we will M!e the di3count rate aa a 
penalty rate on a regular buis," says 
economist Leonard J. Santow of J. Hen­
ry Schroder Bank &: Truu Co. Santow 
says he upect.a changes in the di.8oount 
rate to lag. rather than lead. changn in 
market rateL 
on.ckIp borroWi"9' Market rates had 
dipped below 9% on occasion belort the 
Fed finally l~'ered i~ rate on May 29 
lrom the record 13% to 12~ . 'They .. -ere 
oonsistently below 9% before the dis-­
count rate '4-'ent to its present 11'l in 
mid-June. This is the first. time in three 
years the Fed has, in effect., exacted a 
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--- ---the U. S. financial S)'Stem. t.htwa"h IN 
Dt-poIitory In.titutionl Dtrettulatioa , 
Monetary Control Art 01 1980. Befort 
Co~ 1Vf'Ole the Ia .... the ItftdJ .s.... 
parture ol member banks from the Fed­
eral a-f"\"e Sy_em. and the IWWUDc 
mriru:. in the amount 01 bull: ,... 
&er\"es aabifrct to dirt'Ct Fed inftueaae. 
impelled the central bank to \&II wbattY­
er lures il eould to hold membera.. nw 
Fod...,...ny .... the_ol_ .. 
from the d.i8cou.nl window bHow tbt (10M 

of borrowing federal funds. "hid! .,.. 
unneeded reII'n" heM! by othrr banb. 

The banka ~ _vi. the Fed DWD4 

Iy betau.!t only Fed membtrs UDtil DOW 
~ to PIC at.eriJe rIM •• eartl..inc DO 
lnt.eftSL The new law requ.i,.. all I\u.n. 
cial inatiUltiona-rnember and DOIlIDem­
her banb, credit unions, _vinca banb. 
lIa\'ingsand kiana alike-to pM ~ 
with the Fed., beginning in s.embe:r if 
they oller c:heeldnc acr:ounlJ or ibe 

the ".', .... -- .. i. wbta tit 

"' .. ID dialribatq 
~ IDitilll_ 
"e>( Fed ... ._"" 

IW pliri. 
hnitalb u· 

iO ..... 1l1li_ 
boAko. .. 

.... rtady 01. 
law .. 

.., bub~u. 

Iood hold "" ff",m the W"irt, 

0017-
IWta fra-

U ......... _ .... 



lines of 1 
basic rat 

Whil. 
tOlInt In 
rate-teU 
unwillin 
the dillCJ I 

it ftoat UI 

CORPO 

l~ tacled onto the 131,l 
en Mar. 17 to May 6. 
jlf"Owing: market for dis. 

will romplicate the Fed'i 
d.' lillt-rations. it il ao far 
acrftd. to propoull to link 
I"'olt. to market rates and let 

,lown. "We would prefer a 

TE FINANCE 

judgmental rate rather than a mechani­
ca.I rate," says Fed Vice-Chairman Fred­
erick H. Schult.:.. When market rates 
began dropping in. mid-April, the Fed 
chose to maintain the di.8COUnt rate. 
"With problems with the dollar, we 
didn't care to see interest rale:8 go to 
nothing in a short period," he says. • 

Unlro, al'l Crane: He Insists the latest 
cull will nol crImp basic operationl. 

Unlr yal pulls its belt even tighter savings could not only severely impact 
the future viability or the corporation, 
but (the aavinga are] also absolutely nec­
essary to meet its obligations under the 
loan agreements or more severe steps 
would have to be taken." In exchange for 
union agreement, the company promised 
only that aalaried and nonunion hourly 
employees in the U. S. would take the 
same (':Uta on July 1. 

Uniroya, l h. financially troubled 
Liremal.., retrIPoching - again. The 
new roor I I't' lt-lightening i. critical if 
the (Oml • to rlPmain within the rov-
enMlt rt,·ulving c.redit agreement 
signed jl )tl r montht ago. Uniroyal'l 
goal il ('bop $.50 million off ita 
expt0W3 I ~ the next l ix monthL 

The k,' th" lalftt OOIt-eutting ef-
fort il Kf h. United Rubber Work-
ers (l'~ .h}('h l igned a three-)·ear 
t'ODtnct 1 L'niro)'al in June. 1979, to 
gh't bad. 'ur pi~ of ita gainL Spe-
cific:ally. al~mpt to .. \'e nearly 
$20 milll ftI' HI month .. Uniroyal il 
asking it w worbrl to atrOIPpt a 12' 
or J3'l r- lion in wagea and benefita 
for the rk" f Ihi, )"e&l, ,,·ith a ratora-
Lion of j hnlf Uu.' rut next ye&l. By 
JUly 2, ,) th.' I J aft'ec:ted URW locall 
had app' the lI{rt'ement., and it 
leemed h I f(lr ratification, 

In i ta r. 1I.·hment effona earlier thil 
year, Unir , .1 i j!l1ed an lij{re('ment with 
21 bank II up to $100 million of its 
reeeivabl, ~ri another IgN!II!ment with 
22 bank.. r~ $Hi) million in revolving 
~iL n.,. '''mpan)' allO shut down t ..... o 
tire plant:., '0 ..... ~ $100 million . 
TtoubIH C""IOfMI'L Bot the tire indu8-
try bas fallo " Into a teemingly OOttom­
lea hole- .... Iijt@r-ar tire production 
" .... off 27'"" in the fint rour monthl of 
this )-e&r -and l:niroyal', orden from 
Ceneral MnlOrl Corp., ill largett CUI­
tomer, ha\'~ dropped iharply. eM ac­
ttIWlted fot lIi'l of r niroyaJ'l $2.6 bil­
lion in tales lut year. In June, GM made 
~ fev."er can than in the ume month 
a)"ear ago. 

As. result, Cniro)..t, whicltjusta rew 
months AKO wu predicting it would 
make money on ti,.. by late J~. now 
~ no IUch claim. Indeed, after peat­
Ing • $10 million operati"" Ie. on lirIP 
""h es of $269 million in the fil'lt quarter, 
t e company il scrambling to cut ex­
penaea. "We went through the dona-
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tion8, the (Ontributions, the (Onsultant 
rees. travel and entertainment," says 
William J. Crane, senior vice-president 
of finance. The company is working to 
bring down ita acmunta f1lCeivable and is 
tightening tenns on some customers. 

The company has also slashed salaried 
staff by BOO, including 200 at its Middle­
bury (Conn.) headquarters, bringing the 
total number still at work there to only 
650 from 1,200 just t'.\·o )'ean &gO. But 
most important., it has impressed the 
URW enough with its plight to win the 
concessioM. In a letter to the URW sum· 
mariting its position, Uniroyal said: 
"The railure to realize these ($50 million) 

Credll ' e rml. The credit agreement. 
which was 11.190 appn)':ed by seven insur­
ance companies to whiclt the company 
owes $230 million, not only prohibita 
Uniroyal from paying rommon-stoclc 
dividends. but under it the company's 
net worth may not faU be10w $486 mil-

Investment figures of the week 
The week produced a marXed backup In InllM"88t rales. both short- and long-Ierm­
tflt; molt pronounced advance In ratel alnee the bood market rally began Ihree 
monlhs ago. Slock, limply churned durIng the W84H<. 

Mone,. market rat • • 
Ftodtr. tundl .................. _ .... . 
He_ IIv_Ih T .... "" blill 
He_ •• -month T~"" bll .. 
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lion at yearend. Thi. mean. the company 
cannot afford to lose more than $20 mil­
lion during tlIe rest of this )·ear. "We 
don't intend to lose that.," says Crane. 
who predicu that the company'. aeeoncl­
quarter loss will be "minor," at least in 
comparison ,,'ith the $12 million net lou 
in the first quarter. For the period. Uni­
royal'. tire, ehemical, and other buai­
nesset generated sales of $580 million. 

"We're not running out of money," 
in.ista Crane. who says Uniroyal haa 
taken leu than $110 million of the $150 
million revolving credit. And despite the 
doubta o( !)Ome ob8el"\ .... ~ he maintains 

that even the !stelt round ol nita will 
DOl crimp bask opentiona. Tht tOmpa­
ny's bankers I!IO far Rem oonfidenL "W. 
feel the (COSl-alttingl program is a via­
ble ont," says Royall Vi(tor III, Itnicr 
vice-president of Chemieal Bank. W 
lead lender. 

But no one is ready LO a&1 that t.hf: 
lateat Uniroyal retf'f:lKhmftll, which 
comes after a fh'~year Itll-off 01.,.­
tions with tales of $800 million. will be 
the last. One local union oftktr, .. eel if 
these .... ,ould be the onl)' eonoe.iona the 
compUl), ,,'ouk! uk for, replies: "I'd lib 
to think 10 .. but who knows'" • 

Itlt IMJ .,th a ott . t ' (>ft.1)' 5c per 
&hart .. apil\ll un S $Il. bI 
earninp aN nulJ!.1" .. t 4c per 
aha". a )'t!&f OIl m , I t millioa. 
aod the compuy <*10 to ~ 
W1th OfPlIVf . -urk-itIQ '.al- Ntl'tftt 
.-ta mlnlla N m at '·110 .. But 
Lon, aftd h~ broth ~tric:k.._110 
It'r'Y'tI .. 1111 dWrma nd no, are 
orthf!e:tnOfti a lQ,jor tIW"OI.Ind at 
n l 10 put tac:h (If it. ct; - flliMla.. 
aynlMtar (Ufol .. optks,. at\o la~ ~ 
inc - on • proIItabk ( I( and to re-
I lNI!1.U'" Ita deht. In I .Q pakI off 
lhf mnalncWr of aun I .. ionic-tenD 
bOfTowlItp a )'t!&f ahto fl htdult_ 
Oh~1 ~ ot'k analYl" 
11)' U. runup .... .... lftnI fr.-
ita 1I)'Utlwt.1I(' futlli .bkh mw. 

KMS's stormy return to mergers u. toaI'*"l • potft '1J1 01 
pan 01 W $21) b&1lloa ' ft1 l)"1Ir. 
procratII ~ In Vl la t:rJ PrtIOat After bumping along near bankruptcy 

for a deeade, tiny KIllS Industries Inc.., of 
Ann Arbor. Mich .. hu jumped bade into 
the acquisition nee that helped make it 
a Wall IrHt glamour stock in the late 
1960&. This time, ita urgent goal i, to 
find at leut one merger mate with 
enough profit to utilise $22.7 million in 
fut-expiring tax-Iosa carryforwards and 
to balance ita heavy dependence on gov­
ernment cont.rad.l and laser fusion ener­
gy raeareh with more predictable-if 
more mundane-moMYffiakers. "We're 
not trying to be c:onglomerators," insists 
John E. Long. the Canadian oil and gas 
in\'estor who bought c:ontrol of 1013 in 
1978. "We just want lOme earnings and 
uaeta outaide the eneJ'1Y business. .. 

JUu's first major merger attempt un­
der Long'a leadership. howe\l6, prom­
iaes to be a SlOnny one. On June :ri, lOIS 
announoed it had offered to ~p three 
of ita ()\-·er-t.he-eount.er common ahares 
and one preferred ahan. which together 

lOme anal)"SU value at $I~ for MclI 01 
the 1.6 million OUtitandina Iharet 01 
Ci~tion CoL, • Grand Rapidl mabr 01 
plumbina SItu ... IDd other iteIQI .,th 
1979 sales 0( $55 millM>a.. 'I'M offer .. well 
above the $10.75 pri~ of CitaOuo', 
Americ:an Stock Exchange thaN- b ­
eeeda other buyout oIfert CitaOoa hu 
considered owr the put two yean. but 
the US deal is still jt'ellina abort ahrifL 
'"The offer is ahlUrd," Itonna KftlMtb 
C. Cue. Citation's dWrman and (W). 

"Whate\'er his (Long's) ttoek ia Itlli~ 
for, it's ()\-'('rValued. 'l'My'rt minnows 
trying to swallow a whale " 

Even after a $I -a-shan pin in ,...n1 
wee.ka, KItS ,tock hat been tradi"" a. 
around. $4, letl than half 01 Citation's 
price per sbar._ The price ... $83 a 
share in 1968. when lUg was a 26-d.iYi­
sion conglomert.te with $S2 miUion ill 
f'e\'t':nuea. But )·eart of Io.eI IDd rnu­
si~'e illvtltmenta in fusion ~ haw 

C&nn .. J"". III l WI" U'Kl wlta 
T ... c. :.0., U ,I _ 

""" .....trU>o tho ... . ........ 
....... to f ..... aloma of '.L'1ium aDII 
tntlWll to ...,.,..l# c: toIftI aDII 
,kc1rint1 fl"'Oal ... 1ft" ~, 'f'Ul 
~tI~W__ i~ coWd 
t. lurDfId low uu.bM e-.. pumpitc 
h)'d.rowta into U. £0 t1lJ"Kh iL 
--nu. _. ~ah · t«h IGlpanJ with 
DO dorht t.lw " maJUlI8" tir/," inlill;l 
Joha \\ WUWII,. nl vd-~­
debt wjth KkIdr-t PlfI&hoit .. ('.0- , ....,. 01 
the 12 ~ lrL "t,«k. 
I~. tbe proII~ Q/ ltina' in~ 

OM 01 1M f .... a ..... labat- part plays ID 

.)'nfuell prompwd a .., dilllidt1lt 
OtaUoo aba.r.ho6drn to Lontt to 
mab u oif" to al.a~ A h.artholder 
lUUl"rW'tKIa baa ..., In f'Y'ff' .., 

O UltJOD ~t lMidnw aad ~ 
btrw 01 I ta round.,.. f....w,. -*' a 29 
Il&b 10 t.ht CDIn,*,,' m !At. 11rT8 to 

Foreign exchange trader ,'------------, 
"L C£lfTR:ATES Of DEJIOSIT ~ 

TIIWUIIY ,. ....... ..... Wo\IIIUl (M'MJltM """'" - "'"" .... U.L E1.ROMARlEl SIfG.AII(NIE 090SfTS' .... -.: ..... 
I I 

... DOWI ""'" -SPOT X X X X X - .... ...... 170> lU' , ... 00'''' 
"...,.-no ... 8.75 .. , • . 60 .., ... , ..,. ...... .- , ... um 0011 • 

sa-llOHTlt , .. ... 1.35 1.55 .o. 5711 .... ...... 000" -- "" UOO2 
.... YEAI1 7,15 t IKI • . 35 9.55 10.00 .5m ..,. ... m 2 Vd 00 1175 , ... "IT 

IAJIt PftIIIE I x x x --' 11.50% X 1200% 713% .... " ,.OCJ"" II ~ • .. -.. -o.w.. FhI ...... Corp """ , .... c.. ".<II.NIy I . .. . ... ~---.---
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~Ies to Tamco's 
• City investing 

J.' ' ..... which on June 25 
.. 10 buy City Inveliing Co. 

, ahar. from S30 • shere, 
aom. formidable obllades 
nsvmmat .. the deal MOlt 

aI bar-fieri h ..... to do WIth 
n In 'Inanctng needed to 

>0''''' ... '1. In what would be 
'k>Yllfeged buyout" in his-

1f1d that, eny, which turned 
'. "rat 0"_. hI. yet to 

d A. Tameo spoke&­
.,." .. ya that both ~des are 

Itliling .. 
ItQed buyoutl are Pf. 

Y. and Iretquenlly onra_. 
work. they can laka 

I( tnOflthl. Tn.1 'I beCause 
t l.Ip .,Inlle eqUIty .. PM­

lOW' the , .. t, often r. 
. ;oe;.- "'_ "E_ If 
., appear, aft MCt,I(.. the 

tl 'f. to complex and 
nt,rMrOUS ther. IS • Ibgh 
deal can lalt apart" alt­
an Sir"' .rb!trlgeur 
•• , "..,. I'IMr1 att.ch 

E Tamco II conlldent It 
can get tnOney and hal alreedy 
spent S !ton to buy 12% 0' City" 
I!edt,,, .. W.II Street tources are 
~eplle hey doubt the! Tamoo, 8 
real eeL! rrn )ain U), owned by Lyman 
C. H4rT XI. fofmer Inl8fnal1On81 TeM­
Phone .. ...graph Corp pra.ldent, 
and VIc;! • N Goulet. • Chk:agO tinan· 
CKIf. h ..-0 1end4k1 firmly committed 
Indeed , "I' admilled as much In lhe 
new. rel")aM announcing It. offer. 
which ~ uld .. contingent upon MCUr­
Ing rl nanctl'lg 'Cn acceplable term. In 
atnounlt auft'ict.nt to _"eel the If"'S­
atlion a' the propo.ed purch ... 
PI';oe • 
Scrounging Up4I." Sour~ .. y that 
Hamdlon and Gou~t hllve been ...,Ch­
Ing deeperattly t« money here and in 
Europe. One knowledgeable source 
says Tamco ptanI to put up $200 rotl­
lion In equity fOf Ctty, $125 mlU40n of 
Vwtlich II I"I'IUSI get 'rom oulatde. The 
$900 mCion 10 $ 1 biWon balanCe vrrould 
be borrOWed and would be "very •• -
pen.ive money -subordinated debt 
and bank money," the source ")'S. 
Annual Inter .. , on that debt would e)l­
C8ed $125 ml'lhon, But City alreedy hu 

FINANCE 

$1.6 b'100n of 11, own debt and pU:t a 
huge $60 minion In Inl •• t In the flrI1 
qullfler of 1980. 

' 'The only concIU86on you can come 
to Is that T amco would have to finance 
a big part 01 the deal by IIqtJldating 
c:hunks of City Investing." the source 
18)'1. The Tamco spokesman confirms 
thai that I. the plan, Earty divestitures 
would nol only reduce debt but raiM 
calh, he says. 
..... ~ Some aourcea 
wonder about the satabiUty 01 many of 
CHy's main ulll1s. Wood Bros, Homes 
Inc,. a homebUilder. a savtngs and lOan 
association, and Guerdon Indust, ... 
Inc., which makes mobile hOmeS-ail 
ar. depressed by the housing stump. 
Home Insurance Co .• a property and 
casualty insur., Is CIty'8 biggest unit. 
Home generates a 101 01 c:aIh, bUt 18 
I4so cyclical One source says Home 
has been cutting rat .. recenlly, which 
can be dISaStrous In InnaUonary Urnes. 
"Underwrthng kmeI, oYer $SO n'M1tion 
lUI year, are apt 10 get worse .. Inna­
hon Itn. ctatms and costs. while compe­
tlllon Is keeping rates on policies 
down," says Vatu. Line Investment 
Survey about Home Insurance. OINt 
candidat .. tOf sale indude Motel e Inc:. 
and ~IS Florkta real .. tat. untt. 

One source prediC:ts that lithe rec:e.­
IK>n gets 100 bad, City'. earnings could 
rNiIy su"-., U they did ~n the last 
recession (in 1975. City earned 59c a 
there). He says earnings could dip to 
$1.50 to $3 per share-compared wtlh 
15 07 per Sh8l'8 last year " The longer It 
lak .. lor Tamco 10 close the deal, the 
worse City" earnings could get. and 
the hsrd. It will be lor Tamco 10 per­
suade lenders 10 pul up the money." 
thIS source .. ys. 

If T amco can pull lhe deal orr, there 
WlU be at teest two big winners. One will 
be Sharon Steet Corp" whtch owns 
aboUt 12% 01 City and stands 10 make 
upw-ard. or $40 mUtton. The other big 
benef\d8ry will be Cfty's 61-year-old 
chairman. GeoIge T. ScharlfenbergBr. 
who owns 365,660 shar.. and has 
345,520 Share units. whiCh are the 
equrvaklnl of common shar .. awarded 
at an average p4'K:e of $12.«. 

Sources say City wtll probably accept 
Tamoo'. bid. City sold at aboUt 113 a 
share before Sharon bought Its stock 
1811 yeet and generated some Int ... t 
In City as a lakecwer candidate. " If Mq­
uidal1011 could have been done profll­
ably, why would City'S board IeII out to 
Tamco InStead 01 Itquldatlng them­
_ ..... -lik. uv Industries Inc:. did so 

~fuIIy7" uks one know~bIe 
source. WithOut • .... Ctty'l stock .. 
Itkety to drop from ttl preeent prICe 01 
$28.50 ..... 

Squlbb'1 wonder drug 
Few ~ts CMIM apeadetors' 
btood preeaure to rtae more then ... of 
a new wonder drug. That II exKtIy 
whal hal been bet*Id the ...... V0la­
tility In the SlOCk of Squtbb Corp. 
(BW-Mer. 24). Fittingly, SquIbb hM • 
new drug 10 lreet high blood prwe. 
aura-llao known U hypertene6on-.. 
well .. congNttve hMrt ......... A/.). 

cordklg 10 traders, Squibb'S new drug, 
CaptoprH ... worth at Ieut S5 a .... to 
Squibb. whk:tl recentty ctoMd eround 
$32 a shere. 

Sq" ...... high - to. Copt_. 
The company's lat.1 annual report 
cont,,", a spec6aI section ItHed "tty­
pertenelon. A SIent But DMdty Allllk> 
tlon." which dacrlbeI c.ptoprl ... 
" r1If1\afkabte milestone in medical ... 
s.arch." TI'I •• nnual report .Ito 
.1 ....... that the worIdw6de mertc. .. tor 
hypertenaion drugS .. expected to be 
12 btlllOn. 
LiInIIecI ..... ' The queatton Is.: How 
mUCh of the market can Ceptoprtl ~ 
ture? Recentty there have ~ ~ 
tl'l8t the drug may have some ..touI 
skM .nects_ "Deaptte Its effect'-­
for treatment or hypertensiOn, acMM" 
.nect. may keep Cap'loprM from bek'Ig 
martl.eted Of MY«eIY Mmit the IncHca­
tlons 'OIl1s uea," says. recent lsaue 01 
MedIcllJ L_ner. 8 newatett. published 
In New Roc::heIIe. N. y , Spedftcafty. the 
newslett. says IMMWaI seriOu8Iy III ~ 
tlents taking the drug IhOWed In)ufy to 
thel, bone marrow. Mor. common lid-­
vena effects are hives. r....... and tern. 
porary Ia. 01 t .... , the new ..... 
says. "To what extent adwrae eIIecta 
wifI Mml1 the ~ remainS to be 
determined." the new""" condudea. 
M. DanIel Tatkon. edl10r and pubIaher 
01 InfOrMwl. a ,...sletler publilhad In 
ShefHeId ........ says; ·'Bee_. of *" 
effects, the matket will not be ...ey 10 
large .. expected." 

A Squtbb spoIcfllm8tl says the ~ 
QUI side errecu appear In onty the moM 
Cfllicalty 1M PIIlianta. not among u.c.a 
with modarllle hypertentk)n. who con­
sUtut. the lal"gaat polenttel tNiI'ket.. .... 
says that the company m.d an IIPJ)IIca­
Uon wtth the Food & Drug AdmIntatra­
Uon ." January and that It COUkI market 
lhe drug here In 1981. 
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Dayton.Walther Corp., a prh ... tely he1d 
truck par1.8 maker that. has about $230 
million in annuaJ sales. They !Old out for 
the equivalent of $17 per share in cash 
and notes. Ho .... -eVt:r. it was clear (rom 
the start, admiu Case. that the rest of 
the Citation shareholders would have to 
aettle (or .tock in a new Walther-Cita­
tion Co., rather than cash. as part of a 
plan in which Dayton-WaJthercould "go 
public" by combining with Citation rath­
er than by going through a costly stock 
regiltration with t.he Securities &. Ex­
change Commisaion. 

KMS', Patrick Long: s-ttlng more ~.*...".",.,. • hHo oft'# 
mainlDII' 

The Citation insider group 80Id ita 
shares before winning a finn commit.­
ment of similar treatment for other 
ahareholdera. And when interest rates 
JOared last rail and ugging truck sales 
&ent Dayton-Walther', finances into a 
taiispin. ta1b aimed at U!menting a deal 
for tho8e other 70'1 01 Citation share­
holdel'l Cell through. Right after the lOIS 
offu, Dayton.WaJther announced that it 

had bought 16.600 mort aharM of Cit.· 
tion last April on th« open mark.tt at 
prices rrom $8.50 to S9 .. ahart-rar '"' 
lhan it paid to insiders. n.ia has m.M 
the remaining Citation holders won')' 

.rout managt'ment acqu~~ in • 
pouible "creeping" tender off~ and hM 
been • cause of embarraamenl to Cita­
tion directors. "CiV'en the dwIIt tN.I', 
occurred, it's not (air to the ahartho&d, 

thtrfIUI'f plaM t.o I"f'Cm: 
01 LM 1M oft'f'r at a (ita 
lDfiHi"" I.ID Jill)' I 

Rut Rat-hard A "'lab 
Rapida _klwW< and ( 
\uf, ('hat,rN that "Uw 
manIC 'M!lt hu Wd Ltwn 
dea path- ID (art, I.K! t 
itlditatioN _ .pL_ort ( 
01 ..... ., oJ Ch.tion·, 
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: Standard & Poor's STOCK GUI 
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ORDER NOW 
SAVE 20% __ .r"· 

r------~ Standard & Poor', Corporation I 25 Broadway, N_ Yori!: . N,Y. 10004 

p~ enler my subscrtpbon 10 Secunly Owner's 

I STOCK GUIDE al once Bdl me later lor the tax 
deducllble cosl 01 only $41 60 lor 12 monlhly ISSUeS 
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in the days when energy was cheap, 
you could light your world just about any way 
you wanted. Today. you've got to be more 
frugal, And that means taking a long hard 
look at what you've got and trimming your 
lighting where it's needed. Come to us. We'll 
show you how our energy-saving retrofit 
lamps, like our Thrift / Mate" fluorescents, 
can reduce your light bill by as much as 50% 
and help you live with the high cost of 
electricity. 

Interested? Just fill out the form or give us 
a call at (617 ) 777-1900 Ext. 2650. 

r;. -: =.x::= '::Io-;;T;;'r::' c:; :;lV:a' 
I LiOhtsng Center. Dept 4C. 100 Endicott Street, I 

o.nvers. MuNchuselts 01923 
I 0 Have • Sylvania lamp represent.tJVe contact me I 
1 

0 Send nelTe of nearest Sylvanl' lamp dIStributor 1 
o Send ~terllUr1l 1 "' .. ___________ -'= •• 1 

1 Componvl---____ f'hone #,---- 1 
1-- 1 CIty State' ____ Z,p> ____ I 

: SYLVANIA 
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ECONOMICS 

1980: The year the forecasters really blew t 
J..lu.1')' r __ 

The old vaudeville team of Smith &. Dale 
had a classic routine.: Dale. as Dr. 
Kronkhite, examined Smith, who was 
complaining of various ai1mf:nta. Kronk­
hite. after much probing, e\'entually 
asked. "Ha\'e you e-,'er had this before!" 
Smith meekly answered, "Yes," and 
Kronkhite triumphantly shouted, "Well. 
you've got it again!" 

Economists have had about as much 
success as Dr. Kronkhite in diagnosing 
the economic health of the U. S. econo­
my. As late as April. the forecasters 
were still looking for only a mild down­
turn. Now that the nation ia obviously in 
the throes of a levere receu.ion. about al1 

the economists can l8y is. "You've got it 
again." 

The forecuters currently expect a 
subetantial recovery by the beginning of 
nut year. with most of them looking (or 
a V ... haped rebound. Gh-en their track 
reeord. howet-'er, businessmen and con­
sumer'S alike should heed the forecasts 
cautiously. Not only have the economists 
mi.sMt the intensity and timing of each 
of the 8e\-en post'fo.... recessions, but 
their foreeasll seem to be grtting 9I"()1"'Ie 

et--ert as their aoceptanee by polkymak~ 
and buaioe.men rilleS. 
P..- I .... It is little wonder that, in 
forecuting this reeeuion. ecooomists 
would come atonning out of the starting 
gate early. After a1~ the 1974·75 reces­
lion caught them nat-footed. Indeed, 
lOme two doun of the nation's top econ· 
omist.a at praident Ford's anti·infiation 
conference in Washington in September. 
1974. were almost to a man unaware 
that the U. S, economy was in the midst 
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qu&rW'. tot'tOI'dina 
...... 000< .. ,,,""­
rMftt rat,. ~ up Iii P­
M..,", 1.0 1.~ • (MI ju wa 
pound. and (Idol')' I, 
ati. (.at« than in 191 

TN fa,ilurf 01 u.. IW 
as ,qwrtId tn lat. 19 , 
b •• \.pnl'!*i the r 
.. ~,.. on t)w riCht trw 
Albrrt T Sommen. c 
1M C,on(rrffIUI 8oard. 
t'lptrtltltt • IIrf'kJUII 

of its most aerious potl .... ar ~. So 
in 1978 and 1979 moet KOnomi,ts ~ 
wamingofimminent ~-.rtdI­
sion that stubbornl)' rtfu.ed to show up 
as consumeMi continued to spend in t.M 
face of soaring infialion 11w majority of 
businesa forecasters late in 197'9 "'"f:re 
calling for a moderate ~on-ODf 
they belie\oOO had beKun alrddy in W 
1979 fourth Quarter-that "'-auk! ((lntin­
ue until mid·19NJ. (ThrH monthl f1tJ'litr 
they thought it had btgun in IN third 
quarter.) Real gro. national prodUC1 
was forecast to decline 181 r----:.,:.~:=~~-:..---­
than 2'· (rom peak to 
trough. and the un@mploy- How th tor 

missed the 1980 .. -
-. 
-. 

" n • "'f' 

-"~I~~ .m _ 

..... -'--' 
ment rate was expeeud to 
peak at about 7'1.'1>. 

Moreo\'er, the forecaat-
era s~lI 9I'ere predietina a modeIt dowD, 
tum In Man:h and April. Tbe Marth 
quarterly sun'ty of the eronomk outlook 
conducted by the Amtrican Ststistica.l 
AISJI, indicated that raponDents u· 
pected real G~"P to decline a DHiUly 0.1'1t 
In the IflOOnd quarter and onJ,. 0.2'1. -
the ~ird, And in April. all thrtre 01 ~ 
I~ng econom~ foreeaatina eompa­
n.lts, Da~ Raowue. Clwe Ecooomrt­
f'!C A.ooa. and Wharton &nnornet. 
rIC ~oreeasting A..xia. _'ft't still c. 
pecung a dedine in aeeond-quarLft' c,,. 
of 1m. than 3", 

But when the ~ did bite it wu 
not the paper t~ that had ~ (or. 
~t generally. The economy is well CIa 
I~ war to at least ita teoond WOI"Il,... 
lion Slnee the 193Oa. and quite ~bl 
e\'en the worst. Real G'" plummeted ~ 
an annual rate o( 8.511 in the ~ 
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Kaufman of Salomon Broa.. whose prog­
D08ucatiOI'l c:an move both money mar-
kets and 111. • market&, went against the 
crowd b)' jt'«in.e significant interest 
rate ntH. · ..... r than the decline. mOll 
of hi, per · .... w. He w .... of COUrte, 
ria:hl on I .. t' noney. But in mid-April of 
this )'yr } 'U nill adviaing portfolio 
manage... ..t "the fundamental. for. 
bond raJ) , ~Iical proportions . . 
vt not lOl t 1 plate." By then, boweV1!l', 
the ~1 lme in interest rate. in 
ru.wry WI rndy Mil under way, and 
bonds I U. I •• tunnina rebound. 
Slow to .. ,'\. fo::COnomi,t. may have a 
ready an ' alter the ract-per(ec:tly 
IUIOnabi planation or whert they 
went Wf\; Rut they milled 10 badly 
this timf' lie they r.iled to antici-
pate and ~ .. the implication or 1Ub-
It&ntial in economic policy and 
consumer Iviol' Inflation, and the 
expertatl Il\ it would continue. ae-
(!tItrated f-04 r llIan relarded eonaumer 
lpendina: 'ont. partitul.rl), of hard· 
good. anti A nd until early 0cto-
ber, &mil ' ~it. and capital pin. (rom 
the I&lfll b~ helped fln&Me the 
iDCl'Ull! , upenditur-. 

The }'t> I Reerrve Board Rnall)' 
Itepped I); brak. on Oct. 6, clamp-
ing down OM')' powth So inU>rt:ll 
tl.tfs rtll. to IOar. Then in 
Mardl. ir 0& (c..r the fI. ... t time the 
Credit C; Art o( 1969 leVerely lim· 
itilll c:rer: lit Fed brought the five-
)'t&f'.lona at')' to • IiU'Mthing halt. 

Moreov omilta were slow to 
recogniu lImulative inhibitina ef· 
fect of pt ively ratrirtive mone· 
tary polic nd even then they forgot 
"hal it co aUy do. wt December. 
optimitt ' ra lAid that " u long u 
there i. Qt C!eey crunch. Intereat ratel 
will have w ~ h1aht'r before they bite" 
But even ~ tMy did go higher. with 
the primp teN'St raLe IOInng from 
13I1t~ in .. ' Iy October to 20' in early 
~pnl. he (1I1ed to modify hi. nonr1!Ul· 
moo Kt:n&tIO 

A1thouah tbe rere.ion proved eluti\'e. 
hOW' that it i, undtor way. economist. (eel 
~tthey Irf on familiar ifOUnd Recee­
'!Gill have r'OUIIh1y ai.milar oonfigu ... • 
Uona, if di1f"~nt int.ensiti. But today'. 
(oreeutl or llUt:.t.antiaJ ~ry in 1981 
are nill oo.taet: to unotrtaintiet about 
:::'."ic: pol.oet and about consumer 

~r. Allhoua:h a t.u cut appean 
~n, the amQUnt, the diatribution, 
.. ~ the timirtK have )"t''' to be dell:r· 
~ned. At lOme point., monetarY policy 
,?U tum easier; but tM eritiw que&­
bons are:: How.oon. and how easy. And 
consumer behavior ia no euier to antici· ::e th~ it hu been in the I*t.. Under 
bu' tlraulUlt.anc::. the besl thing "hal 
I...~neaamen can do it lake their order 
UWIlJI and the economic ntwl more Itri· 
OUtly than they lake their economista. • 

ECONoMICS 

T~if _ ... , _ if .... lIct ... DI" 10" _ • ...rl<il._ of .. of" 10...,..., of ,Nt. kamr .... 
TNt.", if~..s, IIy lit. ~ .... 

370,000 Shares 

PRlI\fIRONIX 
Common Stock 

Price $17.50 Per Share 

c ..... ", lit. r-,-......, ... obt...,to--"ofllt............,". 
.... ~UeIctt .. ~ .. , .. _ 

Robertaon, Colman, StepheN & Woodman 

-IGddff, Peabody&,Co. - -Menill Lynch White Wald C.pital Marketa Croup -'------L F. RotNchild, Unterbet-t, Towbin 

~ Loeb Rhoade-Inc. 

w ... '-'t Pari.,.. Beeker .. -
Salomon . ....... 

Smith Barney, Ham. Upham " Co, -Wertheim &; Co., Ine:. 

THE BANK.WITHlN.A.BANK 
AT CITIBANK. FOR YOU? 

At the Pn'I"iM~ &nklllH OiVlSlOO. 
PBO &n1.~B ilK gI\'\"Il Hnoon:ilnary 
1lI1~ and audll.lI1ly to SCfVe W 
n«J. of f,nancially ~xuaordinarv 
~({lf11CT"S. propk wh" nav.e a net 
wonh of ·SI.CXXl.CX:O or ~. 
fill" Tfl()(t' iokmootlOfl wnte to 

Maq:;.tet SClItt, v.P., Privat~ 
SanlinlC Division , Box 
2450. One Duc.orp Cen­
ter. UXln(.,'lLrl Avenue at 
5JrJ SUttt. New York, 
NY 1000. 

-
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Personal~;::"" __ -I 
Edited by Donald H Dunn/July 14, 1980 

The unsung trlvllI, of losing traveler'. checks 

Make phOloc:opl •• 
01 p ... port. tick e •• 

II aU seems so simple In those TV commercIals: When peopkl lose a batch of 
tfaveler's checks, they go to a conveniently located office nearby for a quick 
relund. But what If the problem Is more complicated? As. for example, when a 
woman traveling on business recently to a Latin American city had her purse 
nfled while she watched a holiday parade. Gone-all at once-were her 
traveler's checks. cash, credit cards, return airline ticket. and passport. 

The ensuing three-day delay In her trip drove home some lessons you'll want 
to heed on vacations or business Journeys to other countries. 

Although It might be convenient-especially for frequent travelers-to keep 
documents, tickets, and money In 8 single place, separale them Instead. 
"People are often afraid to leave tickets or their passport In a hotel room, 
because It could be robbed while they are out," says a State Dept. official. "So 
they carry everything with them In a pocketbook or wallet. If U's lost, or a 
pickpocket or purse-snatcher strikes, everything goes." 

For maximum security, take several large self-addressed envelopes along 
when you travel, On arrival at a hotel, seal your passport, tIckets, extra caSh, 
check., and other valuables In one. Have the desk clerk lock It In the hotel safe 
to be returned when you check out. 

You can do more to protect yourself In advance. Before leaving on a trip, 
make several photocopies of your passport, tickets, first and last travel checks 
~n the batch purchased. credit cards you will carry with you, and your driver's 
license or olher IdentIfication. (If a copier is not available, write down the 
document numbers and make a carbon.) Put one copy In the bottom of your 
SUitcase. and leave another at home with a secretary, relative, or friend. 

HaVing adequate Identification Is the key to getting a lost or stolen passport 
replaced quickly. If yours Is stolen, report it fIrst to the local police. Do not be 
turprlsed It you are referred to an Interpol office that looks out for illegal 
passports, In either case, get a copy of your theft report and take it to the U. S. 
embassy (In large cities) or consulate (In smaller ones). The offices close on 
weekends and observe official holidays of both the U. S. and the host country, 
bul • duty officer Is supposed to be on hand at all times. 

WIth proof of citizenship-or. best of all. your passport number and date and 
place 01 issue-you're In good shape. A limited passport can be Issued for you 
to continue your travels or return to the U. S. (A tip: If you have new passport 
ptclur81 taken before you set out on your trip, spend an extra dollar or so and 
get four COpt8S Instead of the usual two. Take the spares along In your suitcase 
to apeed things up If a new passport has to be Issued.) If there is any question 
abOut your Identity. figure on an overnight w811 while the embassy or consulate 

cabl .. Washington and the files are searched. 
If you are In a hurry to get home. you can ask the embassy to cable the 

Immigration office at your port of entry. You will pay a $25 fee for arriving 

WIthout. travel document. 

Replacing a lost or stolen airline tiCket Is more difficult and costly. Because 
tickets are negotiable like cash, you will not get a duplicate free unless you (or 
your stranded YOUngster) can prove economic hardship. Most likely, you will 
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The lent Ice. vary 
for emergency calh 

buy 8 new ticket. file a refund application, and then have to ... .,t from a month 
to a year to be reimbursed for your loss. 

You will have less trouble if you bought your own hcket from the alrIIne, 
rather than through a trevet agent. Your name and number will be an 1M 
computer, and flight personnel can guatd I08'nlt • fraudulent user. TNa 
process-called blacklisting-Is nol as easy if tiCkets ar. bought'" • travel 
agent's n&me. And If a thlef usee your tICket Of cashee It ~ you get no 
refund. 

Pay for tickets by check or credit card, not cash _ You'll hev. proof of 
purchase. along with numberS and dales. If you pay cash. the •• rllne can track 
down the numbers in Its computer-If you know when and where the purchaIO 
was made-but it takes longer. 

Processing 8 refund application carries I service charge of about $5 10 $20, 
depending on the airline. The cost I, deducted 'rom your refund . 

The competition in travektr', check. meln. you m~ht gel tater r~t 
service from one Issuer than 'rom another. 0verteaI, you can get a fu1l 
refund-assuming you can produce your check numbef. - on Amerbn [)I: 
press checks from one of Its onlces dUring bu",nes.s houra. If the office. .. 
closed, an Avis car·rentaJ branch WIll gi .... you S 100 to 1Id. you 0..... 

Thomas Cook, whose checks are free .t the tr ....... agent '. offICeS and lOme 
banks, has 8 slmllar arr.ngement abroad WIth HerU, wtuch wiD provide an 
emergency re~acement of up 10 $250. Visa Check, require. bit more troubie. " 
you can't find a local bank that handles them or 1111'1 atter banking houra. You 
Will have to caJi ~lect to the U. S.-415 574·7111_and an op .... tor on duty 
around the clock will direct you to a loca1 agent who handles.."...gcnct , 

8ankAmerlca and Citicorp traveler's checks can be replaced abroad ., 
banks or branch offices handling them only dunng busaneH houra. 

And If your credit cards vanish, your best bet II to call • frtend beck home. He 
or she can phone your loss to the appropriata bank or card company. which wllI 
can~ the cards and mail replacement, to your home, In aome cas.. tile new 
cards will have arrived before you get back. 

The U. S. Olympic team's alternate showcases 

The 22nd Otympk: Games open In Moscow on July 19 without U. S . pertlcfpa4 
tlon. but you can see some of the men and women Who wooki ha ..... been on 
hand to represent us compete this summer In a.everal IIhJehc meet, around the 
nation. Track-and·fleld fans, for examP'e, can catch the top amateurs on July 
16-17 at Franklin F~d In Philadelphia. If you like arChery. the nation8l 
championships are at Miami UniverSity, In Oxford, Ohio. on Aug 4-9. Swtmmen 
will compete in the U. S. InVltattonaJ meet on Aug. 14-17 In HonoMu. and 
bk:yc" races are planned in September In los AnQe&es. 

Meanwhi .. , fund-raislng has dropped off IUbstantiaUy in the waJr:. of the 
boycott, and F. Don Miller, executive director of the U S OtymptC Commntee. 
has his fingers crossed that things wfllimprove. To get teama reedy for the 1984 
Olympics in los Angeles, the committee has an &ppropriahon 0' S 10 mlIUon 
from the go ... ernment. But It Is on a matching basts: For every $ 1 of that amount 
it colHK:ts, the public must contribute $2 before Oct. 1. 

To make a tax-deductible contribullon, send your check to the U. S Olymptc 
Committee, Box TR, Colorado Spring., Coto. 80950. 
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Have you thought of the money 
yo " could save using the same oil 
tw or three different ways? 
We id. 
ObviOl 'I. the greater number of 
lubrica 5 you have to keep on hand. 
the mo It'S going to cost you in 
storagl tnd handling. 

BL hat if you had an eng ine oil 
that al ~ ' erved as a transmission oil! 
Or a sc ow machine cutting oil that 
also lut ,cated the machine itself! 

At obil we've had years of 
experif ,ce producing lubricants 
that areuly mUlti-purpose. 
But theal trick is to know 
exactly ow and 
when te se them. 

Th, ' where our 
lubrica. ,n pro­
gram cc 1es in. 
We can ..:velop 
one to n 'et 
your cOIT, ,.>any's 
very spe-:.ialized 
lubrication 
needs, showing 
exactly where 
you can double 
uP. even triple UP. on lubrica­
tion-with considerable savings. 
. For a booklet that covers this. . 
In detail . write W. W. Horine. Mobil 011 
Corporation. 150 East 42nd Street. 
New York. N.Y. 10017. 

If we can't save you money. 
we don't deserve your business. 

Mobil" 
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Control Data: Commi ed 
Control Data people, systems and services are 
helping oil producers prepare for the 'SO's. 

The- 'I4:;tr"h lor ..IT} 

lk\d~lJlnh:nt of r 
n .. ~llln .. ·I.."'" to m 
gnl\'m~ &'-'01;111" 

011\,.1\' 1 ..... "\."0 a rt, 
hut (\mlnll D.II 
1\ hdplO).' Impr '~ 

Im3Ac procc,\in' 
CO\I or e\plonllh 

ClmlnlID.II;1 \, 
,oll\\Jn: "J h'­
u'IOY an thl'lr sc."a r 
.lnd mlOer .Ik II 
more than 40 dlH 
cnh..ml'l'nlCnt al!!i. 
C\(I""JI.:I anh.rm .. llI, 

l...o.JnJ.'\Jt and .len.:1! 

Unlike m"'m In 

"'len". \I'LOIl 
r~qulH: a 'J'k.'c,:lal 
pnlL·c.·'~)f'. It rUn! 
[)",,,", CYIlI I!. 
\CI"\I(.:("'" a, \\clllo1: 
CY III II PII ,><-" 
and older (YIlH{ 
70 and ( IK I~) 

r,. . .'tr('I~um 
.t \\Orld\ 

(l h,.'rg~ h ..... 
lU'ImC"­

tllhlk~!~ 
Ixltb. 

l'ul the 
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(or ,.il 

... " t,r 
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r, )nl 
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.) '\~IC"", 

II. (YBFR 

eismlc proct .. ",-\il1 l1 d 
~ell.IOAAin~- hi~ , .. 1\ ror big 
compuren 

When a Ii"-.ch C\p •• ,1111'11 art3 
ha, il<.'t:n ,denl,fied. the 
dcxlsion il\ tn \\, here '" drill D 
!.bualh \.-..taoIL~hed b\ V:1\l1lic 

c\plnr"dllcm Il"\:hniqoc"", Here 
the gc."Oph~ ici .... O1U" rei) of! 
~l"t!rfull"'lmpuh:r lL'Ioh­
~m(:e a dn hok ,--an cc.""" 
millkln\, HUI.!t: amouOlS of dJta 
m"" he siftdd. ediled and 
anal) a!d. Carcfulil . 11''''1,11> 
ror the!' lal}!l.-"t Jnd'TTh"" 
po .... crful computef'. ThJI\ 
\\, h~ Control Data m~,inrran~ 



to the Petroleum Industry 

and arra) ~ lI'" arc u\Cd 
so c\ten\i\ l lhc..' Indu\tl) 
and \\ h) (11 -tnr (lri~llIcd 
super C('I11l1 • tho n III R 
m serit.~. II Utr Il·tlllg ~l 
much .lUt."n' 1 

As the "cll . r Ikd data i~ 
collected h 1.11 
instrumcllI -. ~tl'l l1linc the 
presence t ~f Ulill!!.b. C\mtro! 
Data" CYIlf I I- dm" 
proces.\ing 1\,: '\ oller-. 
special prngl l.') that arc heill).! 
used logl..'n 'well In~:' 

.. 
inleracti\cl tl hdp 
detennine \I ~ ~~il and gi.l' 
zones to JUt 

Simulation i "c), 10 emcienl 
production I. opt'rlulon 
Another C(~II T tool. 
simulati\m. I to model 
the resel'\oir Vt Ilh thi, Oludel. 
the petro!t.·um ngm«r CJn 

better "",im.He the rt.....c:["\c~ 10 
place ~ \~cll a~ th\.' nlll\1 
effiCient mClhuJ 01 "n .. ltlcing 
the oil and g. . 

\Vhen ea.\il\ obl.un;lblc uil ha,\ 
been e·((m~teO . a ~clmc1a" 
recO\t!r) mude:1 can IX' u\ed h.l 

determmc "'h rc.." .md hft'" 
much steam. \\.lter or ga\ 
should he IIllc..'Ch.:tlIOW the 
field to enhance rc~n\cf). 

But creating a two- or three­
dimensional reservoir 
~imulation is no task for the 
average computer, That's 
\\ h) sc\ cral of the world's 
largest oil fields are modeled 
on Control Data equipment. 
Whether on-site or through 
CYUFR IT Services. these 
computers deliver large-scale 
computing power that's both 
economical and efficient. 

Complete packaged 
systems lind c\:perienced 
people ror all phases or 
oil c\ploralion lind 
production 
We also package our 

YBER 170 Series 700 
hard\\are with sohware 
dC\c1oped [1) some of 
the Indust!)'s leading 
c~msllitants. One of our 
c\ploratlon packages. 
for cXi.lmple. is built 
;t",und C'GG GE:Q[)IGIT 
gravity. magnetics and 
scl!)l1lic software. 

we can install. train and even 
operate the facil ity if desired. 
And at our R!troleum 
Technology Center in Houston, 
we've assembled a staff of 
pet roleum specialists. Through 
consulting. training and 
technical assistance. they're 
helping apply the best and latest 
computer technology to the 
needs of our petroleum 
customers. 

One of our production 
IXlckagcs uses FRANLAB 
Consultants' resenoir 
\'nlulalion and engineer­

MUCh 01 the WO(JcfS selstnIC dIIta processing IS cble on 
Control Data eqUII)(nent. In thesersmic section above. a 
pseudo-color algOrithm 01 XPLOR was used fO ' .&eIMale 
InterpretslrOn of sut)sutface 5lfucturaJ InformatIon. 

IIlg programs. And our new 
Ima~1! processing package. 
U<iilll'"g Control Dam's own 
INTERSYS XPLOR software. 
helps companies enter this field 
\\ IIh a minimum investment. All 
packages are full) supported-

For rurther information. 
please write: 
Control Data Corporation. 
Petroleum industry Marketing. 
HQW09A. P.O. Box O. 
MinneapoliS. MN 5:;.140. 

&J c:\ CONTI\.OL DATA 
\::I ~ CORfORfJ10N 

Addressing society's major unmet needs 
92C 



RESEARCH 

The glassmakers are trying to cool it 
Olass ia still made in the same old way 
that it has been fo r 7,000 yean-sand 
and other materials are melted together 
at blistering temperatures to turn out 
what ia in reality a superoooled liquid. 
Off and on for years, howe-.'er, research­
ers have looked for new ways to produoe 
glass at lower temperatures, since ener· 
gy il the m08t coatiy component o( glass­
making. One approach that worked pro­
duced gl8!ll by chemicaJ reactions in 
water -baled solutionl, but the 
c::hemistry was complex, and the 
proc::esa pro,'f:d, (ar too costly to com­
pete with conventiona1 methods. 

Now there is a resurgence of in­
terest in thil "aol·gel" process, part­
ly because recent advan~ have 
made it more practical and also 
because it looks like the answer for 
turning out the typea of specialized 
glass needed fo r new high-technolo­
gy applications in such areas as 
tolar c::ells. fiber optics, and lasers. 
Researc::hers see important new 
markets appearing (or optic::al coat­
ings on materials that cannot with­
atand high temperatul"ft. They are 
alao exploring way' of making ul­
trapure, superstrength "I.. and 
even produci ng gl .. (rom ehemical 
elements that eannot be made into 
glass by c::on,-entional technology. 
"A lot of people wert not paying 
attention to [the aol-gel proc::esaJ un· 
til the emergenoe of high·teehnolo­
gy application .. " says K. S. Mu­
diyasni, an engineer working in this 
area at the Air Force Materials 
Laboratory in Dayton. 
The Iow-tMtper.lure We)'. Instead of 
fusing the elementt of ,,1881 with heat.. 
the low·temperature process begins by 
turning theae c::hemicals into water­
based gels. The molecules that will be­
c::ome glass are bound to a water-soluble 
polymer similar to a plastic:. AI the gel 
dries, molecules detach from the poly­
mer and react to (onn glass. When the 
gel il heated to 300C to SOOC-I temper­
ature far lower than the lSOOC or more 
needed (or oon,'entional glassmaking­
the remaining water and the other e1e­
mena wt make up the polymer are 
driven off. "'We're atarting It the bottom 
and working our way up." says Bulent E. 
YoldlS, a lcientilt at Westinghouse 
Electric: Corp., who has continued the 
work in thia aru that be began at 
Owens-ruinoia Inc. 

Yoldu and a handful of other re­
&earchers have now OVf:l"O)me a major 
obstacle to the widespread use of the sol­
gel proc:esa. They have managed to pro-
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duee glass in a aolid fonn. Prmooaly, 
the best they could do wu to produte a 
glass pcnroer that had to be melted 
together at high temperaturs to (orm 
aolid piecft. And Yoldu has found a way 
to aehieo."e similar raulta witb el~ts 
other than silicon, the element in WId 
that is u5ed to make con"entional rPaa 
for windows and glassware. 

The ability to make ,lass in IObd form 
through low-temperature ehemicall""eK-

tions may open the way to a broad tan¥e 
of applications in optical eo&tinp. The 
resulting gel can be applied by titbtr 
spraying or dipping. And when the n ­
ter &;nd other chemicals are drh-en 08 by 
heaung to the 300C ra.nge, an optic:aI]y 
clear layer of gI.. renWDL '"The real 
breakthrough is in IiqWd applieation 
?let.hods. .. notes Yo1das. "Optical coatina 
IS the name of the game, and it', alitatWe 
for I1WI8 produetion of many typet 0( ....... " 
:tntilen.c!M ~tingL All"'Mdy, W._ 
Ing~ I~ tesb~ the liquid glIII .. an 
AlI:breftectlVe COrabng for IOIar p~_ 
talc:: cells produced by itt Adn.nced En­
~ Systems Di • . Without IUclI coat. 
lags, tolar cells re6ect almoll 40' of 
the. light ~t hill them, vutly reducina: 
!-heir ca~~ to oonven. lhat tne:rgy 
Into e1ectnoty. Until now, 101., odia 
have ~n C?'ted ~ a J)I'OCeIIlmown u 
sputtenng, In whleh gl .. ia vaporit.ed 

by an e:1ed.roo beam in a 'IlL 1\1m, &nd it 
falls ... fine mitt on tlw rc cpU bti. 
coated That ~ II J . howevti 
aDd ftOt pt.r'UC'u tvly .u t m ... ~ 
duction It (OItf aboul 2Dt · .. ncb ratld 
.... tt output to 1pU1I ... <III ... C'Oltilll. 
With liqlltd eta- ...... ha ertd the 
«* to _ t.haft • peM)" l,," Yoidas 
..,.. fWII lhouah matt COlt U 
mlKh AI S3 ppr lb. "' • , ,'" \<<In. per 
lb. for (01Ivt'noonaJ a:lIa 

Whi,. dar c.lIs 10 bt. bot 
I ~Klalt ror lbt rM' olMr I app!iraOonl .,. ;t.i,·rly de-

,-.1tIptd Bau..ellf'. Lab.> 
ratonN, (Ot eumpa.. }; .. . ,-eloped 
• Ii m i1a.r gl&lMW.1r nxeII and 
II uaana il to c.ooal .... Ifn. 
10f' Lt. ... to bf u:.! aft exptri· 
mental nudrMr ( r projft'l at 
La...,..... LivemtOrP I "" .... tlIries, 
• .,..-muDt'nl ·(ut:Ided ,.,.m in-
stallalK;.n in l.iw ~i( 

Lattr. tJM aow turf pro-
~ may bt ucinc 
u... eaotif: I .a.killl the 
Lutn Ilwmo<I _ 1ft 

diawl C!hUIina of JQ wi __ 
&lui but l'OIIWD rvt tnRIu, thal 
htlp the lun to am • ht Pro-
ducin. Sllth ' ~ il l 
.... pIn aod -'7 101> Kh .~..e t«h......,.. c lievt that 
they can do. bmrr ~ f diltri!:Jut' 
inc \hoM &l'IMftt uItataininc 
the punt1 4,( th. .... lIuria11. 
""SoI;rttI 5P\ d1 you CI "'lI"Ol." 
-11 ont ~ f. . nd ru. 
C'OhoN .., brrUtw ll': ~ tume "leo 
rnenla can ~ t. !«d to "lui 
that l'OUki not bt lDcloJed In ron· 

WDUoD&! KfuI hera.- re . Itm'd 
by hic.h wm~w,. 
Hit ... , 1MHi1,. TM Dft ,110 
Ihows prom .. (Of' prododnjl 1M high­
pI.lnlJ eta- required (or abPr-optit rom­
mWlM::ationt .,...um& Cid1U'te rid 01 im' 
pu.riU. ia mtical. becau. lbey reduct 
the abil.ity of u.. fiber to e&n')' liaht tYi« 
lone ditt.t.ncN. To Itt u. .... ' purity 
DOW reqw,. • c.tIy ~ t:al~ 
ftame hydnal:ylia. Hen the- IMteriaJ II 
pa-.I throueb • flame ... ps, and thf 
fine precjpitate that it (0I"INd it col-
1eeted and melted Int4 JIua. 

But flame hydroIysia .. . .. tt'f'ul til tbe 
pure Iilic:oD oxide flilia) Idfd at tIw 
bait: material ., thlnk Ie-. -.I. to .., 
that 50' 01 the IIibcs It . tM." -.rs 
_ D. Shoup, • _ .. P"""" 
10 the p.. m"I.mia ~t at 
Cominc ct .. Won... H . ... tlUI ~ 
..-I> bemr .... tcaI.,. ~ ..,~ 
IDI-eel. ODe plaee to produee that Qltrt-



We've made a 
deep impression. 

The Case narr.uls hlOhly respected by construction 
equipment e~I,;.rt8 on six continentI. This particular 
, 20' x 30' x 4· p earth sculpture, the handiwork of 
~ne talented operator and his case loader/backhoe. 

monstrates tne prectalon and maneuverability of 

'

the machine thAr, the number one choice of contrae­
ora around the world. 

But we produce more than loader/ backhoes. In fact, we 
offer construction equipment customers the broadest 
line of equipment: crawler loaders and dozers, hydrau­
lic shovels and excavators, wheel loaders. skid steers, 
trenchers and compactors. Quality machines that are 
supported by a parts supply system that uses the 
latest in computer technology to keep them on the job 
ell over the world, 
Such Impressive performance by Case has made it 
the fastest-growlng company in the field and the 
second largest construction equipment manufacturer 
In North America. 

J I Case 
""...-.cD~ 





THERE ARE 
SOME THINGS EVEN 

THE TIMKEN COMPANY 
DOESN'T KNOW ABOUT 

TAPERED ROLLER 
BEARINGS. 

We've been working hard at perfecting the tapered roller bear­
ing for over 80 years. Finding ways to make limken- bearings last 
longer. And run faster. And do bigger jobs in smaller spaces. 

And now. after all that work, we're going to start working even 
harder, 

The Ttmken Company is in the process of doubling its re­
search capability. From here on, we'll be devoting more people, 
tHne and dotlars than ever before to finding ways to improve the 
performance of our bearings. 

We'll be learning how to make Timken. bearings carry hig~er 
loads. So you don't have to move up to bigger, more expensIve 

bearings. 
We'll be learning how to make our bearings r:un at s~s 

unheard of before. So you can take advantage of theIr economy In 
applications where they weren't practical be~ore. . 

And we'll be exploring new manufactunng ~echnology that:-v'1I 
help us keep your bearing costs down by keeping our productIon 

costs down. , . be d d' The limken Company knows you re gOing ~o eman In9 
more from your bearings in the years to come. We Intend to be ready 

for you . 06 
The limken Company, Canton, OhIO 447 ' 
The company that tapered the bearing can taper your 

bearing costs, 

• 



Every 12 
seconds we 
make another 
metal buyer's 
life a little 

• easier. 
2400 times every working day 
we deliver another shipment of steel 
and aluminum to help metal buyers 
hold inventories to a minimum. 
Beat runaway capital costs. 
Make your life easier-
Call the Ryerson service center 
nearest you today . 

• Ryerson 
.... loI,rw:l StHI company 
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INDUSTRIES 

Rippling troubles from the farm belt 
A t the start of the last recession, the 
nation's farmers quietly socked away oil­
like profits without much public embar­
rassment O\'ef high food prices. But in 
this recession, fanners are hurting bad­
ly. This year net income of U. S. farms 
will probably fall by one-third to around 
$22 billion-the sharpest one-year drop 
in more than hal£ a century. 

Real farm income could sink to no 
more than $9 billion in 1967 dollars, low­
er than at any time since the early 1930s. 
This already has ted to invalid compari­
sons with the Great Depression-invalid 
because in the 1930s farm income was 
divided among more than 6 million 
farms. three times the present number. 
Still, the return on (arm assets this year 
will plunge to about 3%, the lowest level 
in two decades. 
Pinched lupplMr .. The effects of that 
return are already being felt by farm 
suppliers. A year that was expected to 
bring only a modest decline for farm 
equipment manufacturers has in the last 
few months become a rout. Tractor unit 
gales alone are off 27% in 1980, and the 
industry has recently been hit with siz­
able layoffs. Fertilizer producers, which 
end their fi9C8.1 year on June 30, have 
seen many of the sales gains racked up 
in the first half disappear in the second 
half. Perhaps the most dramatie impact 
has been on rural bankers. At the begin­
ning of the year they were complaining 
about a dangerous liquidity squeeze. But 
because of an unusual reduction in loan 
demand by farmers this spring and a 
major change in the relationship be­
tween rarm loan rates and money mar-

~ 
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ket rates, the rural banks suddenly have 
access to more money than they know 
what to do with. 

Many fanners, eager to capitalize ~n 
election-year politics, would like to pm 
most of the blame for the quick change 
in their fortunes on President Carter', 
January embargo or 17 million ton! of 
grain bound tor the Soviet Union. To be 

Costs, rather than prices, 
trigger the squeeze. 
Income Is down one-third 

sure, com and wheat prices have fallen 
9% and soybeans 22% from the peaks 
they hit last year, but an embargo on 6% 
of the nation's grain production is proba­
bly not the major reason for this. Gov­
ernment grain purchases and stepped-up 
storage programs, have offset moat of the 
embargo's impact. reducing ita effect on 
[ann inoome to only about $1 billion. 
Even with the embargo in force. the 
Agriculture Dept. expects fann exporU 
this year to increase 18% to $38 billion. 
"I put the Russians in the category of 
more interesting than important," 118.)'1 

Agriculture Secretary Bob Bergland. 
R_d crop-.. The realaqueeze on fann­
ers is coming not from prices but from 
costs. Last year's doubling or crude oil 
prices totally revamped agriculture'. 
cost structure. By spring planting time, 
fanners wen paying $1.10 for their die­
sel fuel, more than double the price a 
year earlier. Ammonia, which is based 
on natural gas, and energy-intensive 
phosphate fertilizers also were priced 
25% to 50% higher. Then, in Man:h, 

when most farmers loo~ 
loans. interest rates evtr' 
had climbed to 18% - t·. 
the year before. During 
of tight money natil 
banks offered much ch 
caUlW! they did not dl 
markell for their fund:, 
on the nonnaJ flow of 
the time the latest !Que­
rural banks had issued 
new six-month mon~' 
cates, which locked th· 
funds rates of up to 15' 

Even though farmers (. 
on fertilizer and fuel u' 
their borrowing, their 
COBb will increase 14 '" 
90me grains the increast: 
20%. Far from orflk 
creases, average prl& 
goods are running 6<:­
year, pulting many eror 
study pep the a\'er&gl 
this year'. wheat crop at 
bu., nearly $1 above 
market price. And an· 
that the COBt of growillj. 
ages $2.65 per bu., .oo.n 
market price.. 

. ~ Production 
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the Je\'el of 
1008 periods 
le, oount1)' 
'r rates be-

on moni!)' 
l og instead 
·its. But by 
lk hold, the 
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·ear, and on 
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the past 
·he red. One 
o( growing 
1t $4.60 per 
It'a current 
r estimates 
n now aver­a_ "" 

Similar average ~t ratioa were 
cited three years ago y; Ingr)' farm-
ers held a series of publicized 
tractor rallies to prow ·i r deterio-
rating finances.. Then, h. .... ·ef the a"-
eragea were more mi~ ing' because 
rapidly rising capital 00: put a &e\-ere 
aqueeze on only a minor of fannen: 
those who had bought h· ·priced land 
and equipme.nt in the t. ,lief that the 
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GMng b- gIlts should be 
seuous bul You want to personally 
reward you: "Ierners or your own 
people In a able and laSlelul way 
Ar'(I Just ho.t 80'lal can a ,~ or turkey 
be? The mer oIlhe gift lades with 
the laSI 01 It- .Itovers 

The Busn"leSS Week Planner and 
fTlatchtng PockE:t SIze AppoIntment Bod< 
IS no slatlonery 'tem One lOOk allhe 
padded. wear·praol and gold errbOSSed 
co.-erWlIl tell yoo thaI. It was designed 
for executIVeS. by executives. II Includes 
a whole deta!I,XI section Ofl Time 
t:nagemenl lnlernatlOllaI Tune Zones 

tll'lQS 01 worldwide buSiness hohdays 
TCti-Free Travel PIal'V'Mng DIrectory. And 
ITlJChmore 

See what JUSt twooilhOuSands of 
executrves like yourself have to say 
abo.,,11he P\anner 

"j've become len limes more Off}8nlZed 
SInce applying the r,me Management 
~IS /0 my dally af1(l weekly plan· 
~, I ve Slopped SImply fecOfding 
~n1menls and slaried actually 
_nnmg my lime 
"Tne ~ TOlI·FreeNumbersmrhe Travel 
txx':mg pages saved me /he cost of rhe 

In IUS/two weeks • 

You can personalize the 
Planner Wlth an individual or 
company name errtx:6sed 
In gokl on lhecover. You can 

If'lCkJde a President'S message. advertISe­
ment. announcement. or any other 
message on the Inside fly leat. You can 
even get the Planner covered In lull 
grain lealtlef. 

To order your 1981 Business Week 
Planner and AppOlnlment Book, return 
the coupon below attached to your 
buSiness card or lellerhead or call 
our ToIl·Free Number or the number 
liSled In coupon. And start plannlllg on 
gIVIng the bUSiness gift that means 
boslness. 

ORDERINO INSTRUCTIONS 

1. INDIVIDUAL<X>PIESoIl981 Planner 
and AppOIfltment Bcd< are $26.50 pllJS 
$2.00 lor postage Add$l.25lcr 
errbOSSlOQ name on cover. 

2. MULTIPLE COPIES: 1-IOsets@ 
$26.SOea .• 11_25seIS@$21.5O ea . 
26-1oosets@$18.5Oea .. 10t·250sets 
@$17ea,andprJCeSon reQUestlor 
quanlitleS over 250. 
3. COMPANY NAME EMBOSSING: add 
$50fordlestamp. 

I 

borde<.",...-l!161 8"ll".'I W •• k ~""'. 
I eompleltl and maillhe ~ orde< card Iha! 
l~thoIlid 
I Business Week Pfanner 

P.O. Box 457 
I Hightstown, N.J. 08520 

I 
I 
I 
I 
I 
I 
I 

I 
I 
I FOIlaSII' sel'VlCl call 001 I I 1001lr98 !lUmbe, TOLL-l'RU SOO-523-7f1oo 

....... ~1"'00-eel-B' 1O ..J L __________ _ 
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and in April, normally the month of 
strongest demand. tractor Wet tum~led 
47%-tbeir steepest on~month ~hne. 

But the equipment makers are not 
being affected ~'tnly. In Mas, J)eert laid 
off 2.000 of its (arm equipment work 
force, while Muety-FergulOn lAd. an­
DOtInted that it woold doet all of iu 11 
North American planta (or t9l"O montN 
beginning in ~tember. Wilina IOrM 

7,000 employeN. Both MUlrY and LWre 
are now sMI!: with r«ei, .. bI .. that ha"e 
sv.'OlIen in the last year by 4)01" aDd 
30", respecth"f:ly. 

Intemational Han_ter Co .• on t.ht 
other hand, ltarud fI«&I 1980 in the 
middle of a six·month ,trib by tM 
United Auto Workers that had thut 
down all of itt domestit farm-«luipmrnt 
operations. The Itrike led to, $-179 mil· 
lion lOllS in the first hall. and it fortf'd 
Han'ester to load up on additionallona­
tenn debL But ~ .. aule it lito tl .. hed 
the oornpany'l in\"f'ntoriN jult brfo~ 
the colllpee o( the fann equipmf'nt mar· 
ket, the strib il pa)ing lOme divid.oncb 
to Han"f'Ster now: Itt r«eivablN and 
market share ha\"f' held .t.rady, and Har­
vester will ~ma.in It (ull produrtioa th. 
year ~'eD if tM marlert doee IkIl im· 
ptO\'e. "Our competiwrs ~'e~ lhippiDa; 
lib mad, hopinc to beat UI dunna w 
strike," I&yl Stan..,. F Lancutn. ifftI­
era! manager of IH', !\ .. rth AIDftimn 
FIrm Equipment Group. "But we 
acl!;"''ed with I strike the inventory 
rtductionl they &ff' now achimnc with 
layoffs. I wish J mold -l we planned it 
that "'I)"." 

Fertili:r.1M prod~ Fanniai" ttwblft 
have ltao destroyed tht hopei of (ertili&, 
er prod~1'I that ther l~ Iieeal )"MJ" 

would bring a lpettacular 1'fCO\-"t'"1')' from 
the financial dill8ter that b.pn two 
years ago wben 1 three-year expanikon 
p~ rtMlhed in txc-e. e&pat'ity, 
Fertdl!A!t profitt will ,till bt up more 
than SO'J fOr the year, but !.he indu. 
try's return OIl in\'eIlment probably will 
be. no more than 10 

So far, reducm demaod baa bMn felt 
m06t1y by pm.phat.e and potaah manu­
factu~rs. DeApite a nearly 20" pin in 
the first half. pholphate .us .... DOW 

expetted to be off about $' (Of the ftIea.l 
year, and priofs for the fertiliser ha\-e 
dropped WI in jun the lut two 
montho. 

,The decline in demand ..., has ((1ft­

mooted to a rift bet,.-.n phollphate pr0-

ducer&, many d ~'hlr:h aport tMi.r prod. 
ucts through a PG'l''eriul group ea.Ued thr 
P,hospha~ CMmieal Export Aam. 1M­
~t.e began I", February, when PT.­
ldent Carter ordered &Q embarao to 
'~t peridental Petroleum Corp. r: 
shiPPIng ~ th:t Sovleta 1 million tons of 
phospbonc acid, an intermediate dlemi. 
ea..I uged in m.alcing pho.phate fertiliwrL 
Ox1', a mtmber o( the group, had been 

a!~'flI ~ make Ibt' d@ll with the So­
VI~LI on Ita own, and \hOIIt' ihipmentt of 
acid ~'t're not part of thtt ":'flOl'1. alloca. 
tion that the lIII'IOriat ' n assigns its 
membt'rs. 
MoA ,.., .. ~ lnithliv the group 
~ to lr)' to II th!· t'm ' .. rgoed acid, 
t'\'e:n thouah ttm II" rnhen. alrudy 
~'"Of"Tied &bout tJw. :.. . downturn 
bt'pn romplaininK Lhal (' "C,. was gettini 
prd't'rential trutnaell 11 ·n Oxy also 
ltarurd Ielline tho .. t. tA: ootaide the 
orpnil.ltiun. it b,.., ";',..u prot.elltt 
from Ilk'h mtl'!!.·"" I Graoe &: 

Machinery and .",. n.lzar 
suppliers .re h~ hit. 
Banks swlmmln! money 

r~. f;\·tntually tht 
,""iKDation (rom ttwo 

Ilow "'\"('1"(> nt'n I· • 

bf' on Iny of the m";or 
now dl'prndJ OD bow 
prit'tI rUe to t'O\·t'r ,ho' far 
plateau On tNt • th 
r\Inning in agrindture 
alf'Mdy put 1"·0 " 
.. wk. tho probahiUty. h 
ba~ another l'fC{,d fur 
aorr.....'hat '"- t D If .-. 
At.o. "·(>f"ki grain ator'b 

IKi to Oxy's 
V·I June 17. 

·o .... -nturn will 
rm suppliers 

commodity 
'rI' new roet 

rf. are factors 
.. or Having 
if' aopt bad 
(anne ... "'i11 
, in 1980 is 

lut year. 
down l~ 

from a year -.ro. a· ~l'Ntnl COD­
-.amplaon ratft., tMy w: nt to only a 
~ .. pply. 

Short 01 ~ve fej I ~d, (arm· i.', profttahilil)· r'f'I '" unpreWct· 
able marktot rOrtft,. A ad " il growiDl 
oert.alnty &1QQD& ,,~k «onomists 
tbat a ROOd maay lJ , S rI art in no 
~lWn to WMthfor a" 11 of the cur' 
rtnt IilItaI year Ma al" \-<1 the 1977 
(arm ~n by liYIl 0 ' (at profits 
mad~ in the MIl)' 1 r. ,r by going 
dHper intodtbt. an o~11 Ihat wu then 
wid. aprn beea.UIt fa :t'r.<. equity in 
t.Mir land wu rilinK .0 (lUoL But now 
Kf'O'A·jng nu.rn~ or (.iln!W'n have bor· 
f'O'<iII.f!d all tMy can on ttt.ir f'qui ty. 

A •• ~Il. many f'Xpt"rts noW belieo."e 
that farming needs a lfOOd 1"'fIC'O\"f't)' nut 
)·ear to keep the Ui'l a,·~rage annual 
ded.iM in the number of U, S. fatmll 
(rom doublina in 1;lU. In (art, ro~ 
liqUMiatioD may alrudy ba\-e surted I~ 
the C»m bell. 1M rttPon hard,:,t bit 
becaae of ia ~ on gram and 
Ih-.todt.. Minnetota banker PetenoD 
DOtea that .. man)' .. five of hi. ~" 
360 (.arm t'ldlorDetJ may be forred InlD 
IQCtion tJu. year, t."Ompareci ,..;tb only 
OM iD the last decade. "A lot of fanners 
ba, .. stayed in tJua.ine. because they 
muld always 6nd CftCljt," ~ VunoD 
L. Pfdham. a llenior \'"ice-presidrnt ,(or 
Republic:: ~ationaJ Bank of OaIlas.,"NO'V 
they don't ba\'e cash flow to aen')Ce all 
their debt.. and WI"(> isn't a rate a ~ 
tan dla.rgt that QlI (,()\"t'"r that t)1If • 
rill<. " 
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Jot bad for the first day. 
-- - ------

ft'" :.unpk keystn1kl'lJ,YOU can tum 
them into dear and helpful pic 
chan •• hne and bar [UIIphs.iog· 
arithmic charts, O\-erbead transpar­
mae5 and 1llOI'e,11t" also easy to 
tailor 10 more sophisticated . 
appbo>tionl.) 

n ..... your own 
conclusions. 

lmite your secn13T)' 
along to your ntartSt UP "rI!! 
..ales afflCt' for 8 demon- T Ilk' 

professional an amateur artist can 
be. Or. if you'd like more information 
first. Just retum the coupon below. 

Fh;- HEWLETT 
~,.. PACKARD 

IIntlien 01 our [UIIphics 
prOOUClI (wc'rt listN in ~penz, 
thc\\rutoPap:sl. And A_ 
bing your compa.n)'" t:otVI SI.trl14!. - - - ---
annual rtpOI1 (I' OIhtr 1 Sconch" II~P.cbrd. D.t. Temunals Divi.ion. I 
businnI data _ we'] be I Orpt. 161. I~OO ll~tt1ld Rd .. Cupt'l1in(\. CA 95014 

Atnt. b:llbycs. \brkellllll Managet'· 
gtad to show youjust lxlW ,:O::~ ~ 
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strategies 

Iowa Beet Moving in for a kill 
by automating pork processing 
Just o\'er a decade ago, Iowa Beef Pro- the $20 billion pork-pf'(l("Ml..ing inchalZl . 
C680f'S Inc. revolutiooized the beef The company, whieh curftntiy hal • 
slaughter industry by establishing low- small "custom-IOU" operation that wp­
OOIIt, highly efficient packing plants in plies pork to Arm~r, ~ plant to 
the heart of rural cattle-producing areas.. expand these operations With • ntW 
By using new, automated meat-cutting plant t'O&ting !lOme $100 milliul'l -. m()1'~ 
and packaging techniques-with un- that is sending dlills through tM pork 
skilled, often nonunion labor-and by industry. Although lOme Ilrg!f prod~. 
slashing transportation 008ts, Iowa Beef en ha\"e moderniud. much of pork pro­
Processors (18P) stampeded over its com- cessing today i. in the same atate u ~( 
petitoMi to become the largest U. S. beef processing in the 1960&. when Iowa 8H-f 
packer. with 19% of the market. Not entered the market; It i. rife with high· 
content with that share, the company eoet., labor-inunsive plants. .orne dating 
intends to capture as much as • quarter back 60 yean and Ioeaud in .1"NI .... h@f't' 
of the market by 1984. But even thoae agriculture is no I~r dominant. "'lork 
plans are not aggressive enough for the has been thN'e for 2S )UlS wailina: ror 
Nebraska-based m.nagement. H.ving someone to .utomate and uPfitr"d ..... ~ 
proven that its strategy works, Iowa cl&res RobI':rt '- Petereon, Iowa Beers 
Beef is now planning to attaek the pork president and chief executiVl': offiorr, 
industry with equal vigQr. who malus it dear that thit iI euct.i) 
It IencHr'I drum. Iowa Beers mO\'etI what hit company intends to do. 
come at a time when many or its compet- 10-" Beefs m(r\"eI into pork .,.. fUf'iId 
itonl, which are operating with anti- by more than a limpie rwopitioa ot an 
quated plantll and staggering labor costa, opportunity to modernize anothtr anti­
have watched eaminp steadily erode. in quated induslr')'_ With its MW betf 
recent )-ura. The Fresh Meats Div. of plant, it will ha\~ a facility in fWfY 
Swift &: Co. has performed!lO poorly that major produeing area not a1re1d.,y dami­
on June 26 its parent company, Esmark Dated by another mmpany. For )'MI'I. 

Inc., an~nced. ita intentiona to cloee low.- Beef .w been undtr KNtiny for 
down oertaln umta and to attempt to sell anlltnm. Violation&, and it il f'\"ftI now 
off what remains aa I separate mmpany. facing • .mes or IaWlUiUl broueht In 

And although Armour &. Co. made a 
profit last year, Gerald H. Trautman, 
chairman and chief executive officer of 
parent oompany Greyhound Corp., told 
shareholders in the annual report that 
the subsidiary has "a long way to go to 
generate earnings proportionate to their 
asset base." 

This is hardly a problem for Iowa 
Beef. Last year the oompany registered 
earnings of $42.7 million on sales or $4..2 
billion, ita ninth oonsecutive )"e&r of 
earnings gains and an outstanding per­
formanoe in an induslr')' where margins 
are traditionally slim. And Iowa Bed 
boasts a 22% five-)'Nt I\'enge aft.ertu 
return on equity and a 17'l. five-)"e&r 

average increase in earnings per share. 
A new S96 million bee! facility, which 
starts up next December in Kansas, will 
be paid for out or cash flow. And ita $300 
million eapital spending plans for the 
next five yean could well be fina.noed in 
the private debt market. With a 3-to-l 
ratio or current assets to current liabili­
ties and a 0.2-to-l ratio or debt to equity 
Iowa Beef is a lender'. dream. ' 

Iowa Beef is taking that strength into 
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Swill gets an order: 
No mont fresh meat 

Oa11u by a group of t;mall ~allie reedel'l. 
In Wuhington. ruMn .. ) .. ifgialation 
hal _n introduCf'd to riet any pro-
dueer from ron .• 10I I- than 251\ I 
of tM bHI mark,!(-tl:e- \. -e Iowa Beer 
..·ill approach "'h('ll it r l·teI ita new 
plant. So Yo·hil. thf. eon • ~ vlans IIOme 
~1.h throll"h IUrh \. , as offering 
portion-ulntrolle<! 1 II..-rmarkets, 
lht>~ i. a 1lrO~ 'Yo S: in the rom-
paz!.y that it tanno1 t'C to arc"" in 
bN>f at the rau· it h past . 
Leen on Neon. P('n f '.~n" thUll 
apt .... n to bf anal ··raifieation. 
Rut Iowa BeI-f i. lilu I, 'lit until ita 
nt>W.f plant it Oliff: • full capac-
ity in l~ bt-(un' It \'il), into the 
IWW hutint'W. By tlwn eumpanyex· 
ptrrta th .. jVlrk indu fJ lc bt· to\"!n more 
con*,lidalfd than Lt " .. me during 
1hoP lut fin' y .. arI. W,tb lll{"r pr()(Bo 
.,,.. dropping out or J,.Uow!d by 
Iarpr rompani" anti old planu 
c.k.i.na up, thfo ntlClbfo J ·rk-pt'OtftI-
inac planla in Uw P ." ped lSI 
from 1974 to 19'h1. _It I ,I number ol 
hca aJaUlEhWtd n1I. :onstanl. 

When Iowa Bcoe! r.l hoo pork mar· 
kIM. it will find itRlf a Mt the <*J. 
iiIX' rneatpKu" it kJ: 'rtli .. ;th • 
d«adt aao in t,h.. bH l t,· ' ry-Oar 
)la)"@r, Ceo A lion .. tHon roods. 
and Armour &t itll <>" in pork 
ha\·. OM .Ignifieant t#. Unlike 
mo.t bcoft, whK-h i. >d and JOid 



II lromml' 
is~od 
hot dogI. an 
under ""'ell·1t 
mo., hov. \.I. 
dotan·, hl\·,· 
Pltrick J l.u I 
lla)w &: (' 4J 

lot 01 mont"J iC' 
or Hot""Intl'l h 

10.'1 &ott • 
ollianitican t , 
o.Y·1 6nancilil: (" 
WrouJd j·,h 
IXR prOOlk"\ I, 
team to Iwl 
believt that Ih 
f'IIIItt limp!}' I 
IIda IUCh as h 

!u.s dl'OJl'_od 
profit. Ita\ 

lin' Y"'f'I. an 

k 1'1.1 been Itt •• lor 25 )'Ntl wa.Ung lor tofMOne 10 IUlomlilte." 

I 10 751l. ot tht' hclfl 
W~lrl.llllu("h .. b8r0n, 
rwd ham, and told 

brand namN. "IRP 
., ~ down, but it 

Ir. 'n hrand." u) .. 
",....u .. nt at Otar 

wlU ha\", to ,1",nd • 
ItP ina! our b.eon 

....1 by t.ht SlroapM1 
\\l lh 1M roms», 

......... ~ .. I~·. 
bale .an flfi.tinc 

r Iu,.. a marktuna 
'1l ian), "rwtl 

rt1 .,ilI tak. .. this 
rxiaa on I~' 
clop al"'f' lhrH 

timN mort than on rresh melt. But 
anothl"r route under consideration il a 
cultom-kill operation that would allO 
Ilrov1de Proc:ft8ed produet.l as a priVlte­
label manufacturer for supermarkets 
and otht'r packers. 

If Iowa Bed decides to go into pork 
with a CUltom-kill operation, it stands to 
btoMf\t from the same stntegy that 
madf. ita bHf operation a IUCX'e& That 
Ilralf'liO' df..~loped out or rounder Cur­
n~ J Holman's notion that there ..... ere 
moN efficient WI)" to procell and mar­
kf't twr. After alaUihter in rural planta, 
I~'s 8trf ship' compact "boxed beer' 
CUta to bt ta.r"Vfd into retail portio", .t 
IUptrmarktl .... rt'houaea, dispoling of 
(alltJf byproducu loeaIly. By eliminating 
tlw truck SJ*"t and diettl fuel required 

to total rorpl)u ' ~ 
~n tbtlllll:h It 

the oMrr pado ... tI "till hA~'t' laOOr ron­
trarl' in whirh w~ and beTlt'flts an! 
t)'plt'Slly lO'lo hitcht'r tha.n Ih~ of their 
n .... mttlfW'titors. 

~Wlft did try to ulvl4(t tWO of Lh~ 
th.r-t. IUnta It It do&ina In lut·minute' 
owrtu".. to the Lnit.td Food I. C~m­
rDftT!aJ Warbn L:ni(Jft. which rfPrP­
IMlta _I (I,Iu,..rs. Swt pro\ .. ...d an 
rmp~ .tod. owltl'rthip plln and 
wed rat (b .... aCooftI io ("Urmlt con· 
lrVb. &. r..,..w.t _ Iha. "" 
otru HI neue. ud !.he tmKln rej«ted 
it. I ......... G AndfotKJll, ..awn tA:I the 
mr.d.or 01 w a.nJoo'. J*'kintrbouw di­
YlDoG. dferribN s .... ~'. pnlPUMl .. "n­
ct.inaIaaL" lit' C'OlIU'DdI that, shift I~"". 
tMnark. .... a:md out of f_ meat • 
raoIuuIJ WI "!.hr". ... DlIthmK; d" 
..moa • the warUn eouId do about it." 
",.,.. ..,.. IJw unloD', inlftlt is \0 
101". Ita tDdystrywhie probI~ by 
brioiioI_ " low" o. on pod­
i~uptDt.t ," l', .t IMoId~ne 
~ f!w1o. :, (( lnnDedjau> 

All this hal 
S-:'ift baa eut 

"'" . To~ wiLh ...un .. Iowa _ 
l.lIe..and {'.arviD 1Dr..·. IOPD,. 
IDI I.IIll V. ahuu.e:nd 

,.,_",-' II Jr bt.t. ahifti,.. 
'" U fMlota. Rut 

to ship carcaasea, Iowa Beef figures that 
it cuts transportation costs by 25%. 

Iowa Beers most. significant savings 
by far, though. have been in labor costs, 
which several analysts estimate to be as 
much as 40% below some of its competi­
tors. The company has managed to keep 
unions out of 5 o{ its 10 plants. And 
although many competitors in recent 
years have adopted some of Iowa Beers 
methods and closed down or modernized 
old plants. all are still tied to the master 
contracts with the United Food & Com­
mercial Workers Union, which includes 
meat cutters. 
Six", wMk • . Iowa Beef has faced eight 
strikes since 1965, including a 14-month 
strike at its major packing plant in 
Dakota City, Neb .• which ended in No­
vember. 1978, with the union settling {or 
less than the company's initial offer. 
Peteraon is prepared to fight now to 
keep unions out of the company's pork 
plant&. "No is a popular word at IBP," he 
boas ... 

Iowa Beers reputation for toughness 
in its labor dealinp is reflected in its 
equally tough demands on ita corporate 
staff. SaJaried managers are n!quired to 
work lix-day ..... eeks. The company's 
management tUmQ\·er. however, is low, 
and bonuses and salaries are generous 
{or upper managemenL '"There's no fn· 
~'Olity at IBP," sa)'s Kevin McCullough, 
former Iowa Beet' marketing research 

dilemma is exemplified at its Moultrie 
(Ga.) plant. where wages of $14 per hour 
.re almOlil twice the rste of its local 
competitors. 
...... Ibroed? Swift now wants to sell 
ita r1'mainina: fh'e pork plants, one bee! 
plant.. one clIial'n plant, ~ two lamh 
p1anta. which ha,"t combined sales 01 
$1.9 billion and more competitive labor 
COfIta. With futW1' pl'nllion COBts covered 
by the cuh he expedI from the Vickers 
uJe, Kelly rtaIOllI that ~ ~-down 
operation ~';Il be attractl\"t to amtol'S­
rrKl&t likel), I European company ... 

Still. ,..·~w ~ .. Swift 8 rem81nlng 
frtllh meat planta might find new Pr"?b­
WlRllurkina:. Ion Beet' is now propoBllll 
to bl'g:in alauahteriua pork, ~ ~any of 
ita plant. art nonunion. This ratsea the 
spet1l'r that all unionized pork plants 
IUth .. Swift's could hea:lme noncompet· 
iti ..... Such an QttUrrence, admits Kelly 
01 F..6mark. rould certainly th~ the 
mt of Swift'_ (reM meat plan~.lnto a 
thrftU'nina: "different ball game. 
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manager and now president of Colorado 
Management Consulting Partners in 
Boulder. ''They're like the University of 
Texas football team-they never stop." 

Peter'90n, who took over after founder 
Holman's death in 1977, is also attempt· 
ing to rid the company of the tarnished 
image it acquired after Holman and the 
company were convicted in 1974 of oon­
spiracy to commit bribery in order to get 
the company's boxed beet into the New 
York market in 1970. Peterson especially 
wants to dispel this image on Wall 
Street. Meeting with security analysts in 
New York recently. Petel"9On', first or· 
der of business was to insist that the 
company had no ties to organized crime 
and that none of the company's current 
executives were im'olved with the earlier ,-

Although the company faeea no fur­
ther charges. its troubles are far from 
O\"er. In addition to the antitrust suits 
now in preliminary stages in U. S. Dis. 
trict Court in Dallas, Representative 

Neal O. Smith (D-Iowa) has introd~ 
two bills aimed at preserving competi· 
tion in the meat industry by limiting a 
single meatpacker'a ahare to 25% of the 
market. Although the new billa bave lit· 
tle likelihood of passage thia year, they 
demonstrate the 9Crutiny under which 
Iowa Beef must operate. 

Iowa Beefs mO\'es could also trigger a 
competitive thrust from other "new 
breed" packera that followed tactica aim· 

nar to Iowa Beefs in the be. market of 
the 1960s. such as Spencer '0I:1ds Inc.._ 
which haa already expl"Nl' Ul interest 
in pork - and Cargill Inc.' !PlL Corp. 
unit. But few doubt that I flee! will 
be su~ul if it swee~ the pork 
industry as it did with be- owa Beet 
i. abeolutely driven to be- \'est-coBt 
producer," aa)'l fonner n t .ng man-
ager McCullough. "It's .c to apply 
that to the pork boain~ • 

Orion Capital: A shady ancestry 
shapes an insurer's future 
By most measures, Orion Capital Corp. Funding had bilked ira- In­
should not exist at all. Orion emerged and in\'estors out of milt 
from the funeral pyre ot the onoe high· over nearly a decade. Wh 
ftying Equity Funding Corp. of America. in April, 1973, Equity .'1 
which had pulled off one of the century'a among the least likely of 
biggest business frauds. By creating and IUrvive Chapter X in an 
reselling phony policies through its prin- after auditorl l ifted th l"' 
cipal life inaurance subsidiary, Equity the $143 million net wort 

ATCO Ltd. 
hlb purchased 

16.205.517 shares of Common Siock of 

Impanis 
of doll&l'1 
collapsed 

... mol 
idates to 

In fact, 

""' .... company 

IU International Corporation 
and has exchanged ~u('h o; hares for approxHnaleh 5Qf7c 

of Ihe oUIMandinfl; ~ha rf"o of Common Siod . 'of 

Canadian Utilities Limited 

The IInderJ¥.."u-d acted m {inannal oo!'U()r 10 1110 Ud. III thu ltaruactlOfl. 
and a.I a /Jea/~ lIaflD,etr of 1I.s lendn o(f('( for Juu~s of 

If Inlml(lIlOnal ( <<poraIIOtl In 1M I 'U/M .\laln. 

L AZAR)) FR E RES A.: C O. 
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Get more productive with 
Electronic Filing from Kodak. 
Just when I "lX tit'.:an b,usiness is 
searching f II'" l} .. to m(T(>ase offire 
JI"OdUCli\1:Y, r c'\k prl'sen.ts a way: 
The Kodak I. l-ril rr.I(T0Il11.1gi.' 

tenninal. 
The I 

i15o\,>11 buill 11 

source docunl(" 
sales slips. bili. 
or whatever. 

l ) tl'mlinal U~'S 
llJUler to n:tril'\"l' 
-I tmnic'<llly-

Your 11 111 
computer knm\ 
film canndg<' lu 
teoninal "know c 
go \\ithin the Gil 1 

ooe dncurnent }' 
In >'<Om 

document centl'rt: 

din}{, ill\'oirl"S. 

. 'Oi.tlllfrm nt' 
( rJfOpeT mllT''­

ct; Ih., "IT t:~) 
ly \\ ht'n' In 
to 'ind '.ht· 

cally focused. 1 f 
hands you a dry "'I' nr 111 Jll'il 
a few seoonds. 

Smtl! tht: I .1 , JI.."l h'mun.11 
is JOOre prnciuniv th Jl l' ~ 
~te it can be : Ik can 
find the dala yu" net' and 
easier. resulting in., 
perhoor'day 

, (anulr 
.. l-"nJf11 , ... 
1 

Kodak offt ,I 

rJ electronic fihng "I" 
microfilmers to mi . 
prinlers l<> dry emI l", 
many with thtlr own Ou 
lig'nee and ~'pllI;,ticalL'<I e'lc='rorUC'S. 
,~I de5'RT'<'<\lo "'II' 'I II., II 
<>It of YOOf off"", and I'" .,. 
(I ~.~ offJO:> ..... lIrk 

Your offiC\' air ) has 
electronic d,", po. 'u" 
PtnbabIy hal e an el, I PI 
~'>!em. lsn'lll about Illne \ 
~ed filing electrooiClJly, I • 
fU~ nne mforrmuo(l (Xl electr ;me 

IIIJ(, fill out I'" coopo" I 

I 
I 

• \Sl't '" khtHtI; C n\tl'\ " 
IUPIIH'fK4!.RfM m~fK. " It 

I .... ,... ......... .. 
." ......... ., ... 

~ .... ,...~-, ---

I TAT 

I • 

. 

'j 

I 
I 
I ........ ,.,=idIIIw I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
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I 
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had reported turned out to be a negative 
$42 million. 

Nevertheless, a new business was 
reorganized around Equity Funding's 
two untainted life insurance companies, 
brought out of receivership in March, 
1976, as Orion Capital. But, ironically. 
four years later, Orion's chairman and 
chief executive, Alan R. Gruber, is now 
being sorely criticized by financial ana­
lysts and other observers for taking too 
conservative a path. By failing to grow 
rapidly enough, Orion this year is likely 
to lose a significant piece of its birth­
right in tax-loss carryforwards. Al­
though the precise sum still must be 
approved by the Internal Revenue Ser­
vice, about $33 million of a total of $78 
million in carryforwards expire this 
year, and Orion's executives concede 
they will probably be unable to use as 
much as $16 million of them. 

At the same time, management has 
rejected an offer to sell the company to a 
brokerage house that could use the bal-

ance of tlI\l carryfor. 
wards, even though the 
bid carried a hefty sug­
gested premium over 
the stock price. Gruber 
insists Orion can grow 
on its own. Moreover, 
he declares: ''The com­
pany should not be tak­
en over on a bargain­
eounter basis that 
would, in effect, injure 
shareholders once 
again." Orion'. Gruber. "We heve a very. vwy strong 
C. uti0u8 . ppro.ch. Gru­
ber WIl9 appointed to his 

10 be beyond reproach and 10 kM9 out of trau .• 

job by Equity Funding's reorganization 
trustee. A former director of strategic 
planning for Xerox Corp., he was com­
pletely uninvolved in the prior scanda1. 
Yet from the beginning, Gruber says the 
specter of Equity Funding has haunted 
his thinking, causing him to set as a 
prime goal for Orion the avoidance of 
moves that might cause outsiders to be 

dis trustful of Equity', child. '. 
very, \'ery strong desire 
reproach and to keep out 
Gruber says.. "We want t. 
thing that could get PE'O. 
'They're acting like the gu 
Adds Stephen A. Crane, 
and director of corporate 1 

;'Our past has caused us to· 

11 .... -."'_,"'",...... ' .. 
~ I.I , .!I'V';~-o."'''''' '" 

haves 
beyoDd 

-ouble," 
ld any­
to say, 
d ore.' " 

·resident 
"pment 
Ire con-

With more leg room 
between seats. fresh air 
totally renewed 

·..II ..... q"l<.,U.~l..cl flo,g1l4 ... 
&u ,'"".a>p,..,' , fI.>r ' ..... 

minutes. 
1Io.I .. ""',..~ _ .. ( 

kono. ~~.)O -« ~~. I.' 
/;_y,"M Io! 

a --- / 
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6WAYS
E

iOiiCooL 
WHENIT'S 

To make sure that there _ill be enougb electri­
city this summer 10 meet the needs of all Californians. 
we need your help. 

Bet .... ttn noon and 6 p.m., the demand for dec­
tricity reaches a Mpcak" .... fuch can come uncomfor­
lablyclose 10 reducingelectricaJ resen-e margins bc:~ 
necessary Ie\'els. 

To reduce this peak, '''ie are asking evet)'OOe­
commercial. industrial. agricultural and rcOOentiaJ 
CUSlomersalike-toeliminate as much electrical usage 
as possible between 12 noon and 6 p.m. This .. ill aha 
help hold dov.'T1 your PG&E bills. So sa\"C' energy these 
6 ways: 

1. Encournge yOUr employees 10 dress IightJy. 
2. Set your cooling thermostat at 78° from noon 

o 

V ., 

106 p.m.Tbafs a faarl) pleasant .... 'Ofk111lIempcnt.ture. 
if )1JIIire drCIICd for it 

J. ~ort up the 0;l(II( alT .... hen you can. Tf) pre­
cooljllJyourbuikhnc.l niGht and In the carl) mcxnLnB 
by openinJ: v."11kk1ws and \'Cflts. 

4. Auic fam; and \-ents help hring ck .... n the 
temperature. And)OW' oooItnJ c."aoU. 

S. Shade the v.mcIooA ",lh '''''1\Inp. Bloc" (lUI 
the beat .... llh \hades and drapes. 

6. 5ne aller houn.. If fIl-*bIe. shut orf )our 
cooling S)~em an hour bdorc doll . And gi\C' It 
... ttkend. and h.~ida) off 

PG~E 
Spend I from noon tOStl(. 







rAw (I It, t " .1101" ... 01" to ,tU lIor (I ,0lieitatloJl 0/ a ll oler to bu..- an..- of tltue Securitie, 
Tie. oln-~ JMd. oxlr br tit. PrOlpecttU. . 

$250,000,000 

t. Regis Paper Company 
$150,000,000 10 % Notes Due 1990 

$ll ),000,000 10%% Sinking Fund Debentures Due 2010 

/"terut varob1e "me 15 cnd December 15 

Price. 

Note. Due 1990 99%% and Accrued Interest 
Debentures Due 2010 99%% and Accrued Intere.t 

CCtPlu 0/ tile pro,pectUl mar be obtained in anv Stete from onlv ,uck 0/ the 
ImdertiS/,ud IU mavleS/aUy ol/er thtle Setu.,;titl in compliance 

'With the Itcurine' law. 0/ ,uck Stcte. 

MORGAN STANLEY & CO. 

THB PIRST BOSTON CORPORATION 

BLYTH EASTMAN PA INE WEBBER ,.-
BACHE HALSEY STUART SHIELOS 

'."'--'" 
DONALDSON, LUFKIN & JENRETTE 

~rl'i" Corporalfoll 

E. F. HUTTON & COMPANY INC. 

LEHMAN BROTHERS KUHN WEB , .. ,---
SHEARSON LOEB RHOADES INC. 

, ... ,~" 
MERRILL LYNCH WHITE WELD CAPIT,(L MARKETS GROUP 

GOLOMAN.SACHS & CO. SALOMON BROTHERS 

BEAR. STEARNS & CO. DILLON, READ & CO. INC. 

DREXEL BURNHAM LAMBERT 

KIDDER. PEABODY & CO. , ... ,~ .... " LAZARD FRERES & CO. 

L. P. ROTHSCHILD, UNTERBERG, TOWBIN 

SMITH BARNEY I. HARRIS UPHAM & CO • .. ,,..." 
WA RBURG PARIBA S BECKER WERTHEIM & CO. INC. DEAN WITTER REYNOLDS INC. 

I •• '~"'" 
June 19, 1980 
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!\ef"\.'ath-e in ronc:ehing our horiwna. We 
don't want people to think 'Ilil!'re wheel· 
er-dea1erL .. 

But Gruber', critics claim that he baa 
gone too far He haa not been ~nough of 
• dealer for hi, company', own KOOd, 
Since its birth, Orion .. .., under I m.n· 
date for muai~'e clwI.ge. Atquisitions 
were imperati ... e, ainee the tax·to. ar· 
ry!orwvds from Equity Funding could 
not be applied legally to earnil1K' from 
the tv.'O life inau.ra.nce oompaniea. 

Thus, in 1m, Gruber made tht first 
of tIl.'O major n!SlnJC1uring mo\_ He 
1IOid one of the two life insure .... SeattJe· 
based Northem Life InllUrance Co., for 
$52.5 million in cash. which he ulNld 
partly to pay down S39 million in bank 
debt that Orion had laIuirtd rrom Equi. 
ty Funding, In Mur.h, 1978. Orion then 
purclwed • property-caauaity inau~r. 
Security Insurl.M'e Group. of HartJord.. 
for $63.4 million in caah. lIOta, and war· 
rant&. Proper1)·-QM.Ialty insurance in 
1979 rontributed 61'J, of Orion', $210 
million in m-enu. aDd alightly ~ 
than hall of operatine income from in· 
IlUranoI! bdOff in\eT'f!fi and O\'erhead, 
Hul, mo.,. •. in lOme .... )' •• thtM 
changet ha\'t brolAahl impr.-ift ~ 
aullL Orion', e:aminas of nu million 
last year Wert more than double thoee 01 
iUi first )'t:&J' afteT the reorpniz&tiun, 
Thia baa helped puab Orion'. rommon 
stock. vaJued at $4.50 • &hare on the first 
day it traded, to • n!C'f'nt price 01 .bout 
$14. Tht ,ted must riee mlX'h mOff to 
fuli)·IXlftlpenst.te Equit)' Funding'.atw-e.. 
holders who "'ere Ki\'en one ,hare of 
Orion for eaeh $88 they claimed to h.ve 
100t on their oriiPnaI IfICUritiea. Un. 
doubtedly. the holden who. on the tint 
day of trading. dumped 153,000 aharea, 
rue their decWon 

Although e.rnin,. hne advanCfd 
&harpJ)'. outside" oontend lhat Orion'. 
growth has DOt gone far enough, Gruber 
has made .t le:aat Ih'e modele. oft"era to 
acquire amailer illlUr&nce rompani_ 
O\-er the put)UT and • baH. but he baa 
beHl outbN:! in every cue. Similarly. 
since early 1979, Crubft- has been kdr;. 
ing for a aigni5c:ant aazuiaition out.idt 
the in.auranct field y~ biJ ~ to 
buy.U or molt 01 three other rom~ 
were un-'Ct'INI!ul as well. A, part at hiJ 
eoDM!t"\ .. tive st.t.nce, he ia unwilling to 
effect. hoetile tender, 

At • "*lit. Gruber h .. not aUMd 
nearly enough growth to ab.orb the tax 
credits. "He'. bad aDOe ]976 to work on 
it. but much of lhat moM)' ia going down 
the. drain in six montha, .. snap' ODe Uf'!(' 

uth~ who haa (ollowed Or ll, "That', 
silly planning" The carryt.... ards alao 
ha\'e helped attract. tru. 'fI In! ,3.1 bid! 
by Shea,..,n 1Mb Rhoades I "'l' bro-
kertat'. to Kquire Orion. I llber'. 
rejeaion of tboee bids )w: ·d lOme 
Ihareholdt>ra. Even belo", 'anon 
bid&, three of them had takt l full-
~ ad in Tltf' waU S'rfIt ,ttl to 
protest Cruber', r.ilul't' to .. :Jerger 
propoul .. A fourth ,torI l't lut 
month annooneed he Wal to Ille 

Orion may be unab 
$16 million 01 $33 n, 
In tax-lOll carryfor" 

proxy m.terial, ea.llinK flJr 
of. new 00ard. E~'en if Gru 
Orion', rontinued inde~nd 
wn. SugresLl o~ in ... .raJ 

obwnt!r "A ho.tile u-nder 
out of the blue .t any tir: 
" 'alking • tightrope." 

Gruber arvuea that hiJ ~1 
implemented c:anofWly to • 
poor acquiJition dlrcilbls 
1M WI: credit&. But becaUIW 

down df'bt and inereated to 
lie-\ ... th.t Orion iJ in. btot­
make a IIJ"I't lCQuiaition ifl 
rel.ud Relda .. ron..uTIr, 
.vinp and lo&nI. 

-us. 
·n 

'" 
.. IKlion 
,rpvail .. 

uf'H!('r· 
IdWitry 
.1 come 

"'lObo 
laking 
10 u .. 

.~ po;d 
h. be-

.tion to 
riOM'ly 

No "MlbHne. Gruber hopes ;ltnd .. 
mtN:h as $100 millwn -a. ( it b)-
)"earend-to make JUeh uI'i tionA, 
with the ultim.te pl of ,ling .. 
mut'h .. haJJ of the rom pa..-:.) If'\'enuea 
from Orion'. noninsurant'e' cpt'ration, in 
ti\-. )"ear&. Inft.tion·fatte r1 j laim' in 
proptrty-cquaJty iDJUr&nee ",.1 borrow' 
ina on life insurance policin .. a\"'e made 
both buaine.. I~ profitahlo-. Gruber 
"'ana to take ad\'antage of I h .. in\'est­
ment portJolic:. that lUJ.idi.ri. man· 
~ by placing an irK':r'eUina amount of 
~ fundi in .totb 01 rompanift th,t 
Orion may I.J')' to aoquirf.. 

In qutation it whether Orion', COD' 
wrvatism will b&oek its ~ Gruber 
has a1reMy turned oo..'1l a ItJiK'lItion 
from OM ~ to buy into the 
pmblina industry beeauw of Orion', 
c:ommit.ment to &hun an)1.hing that t\-v1 
hina .t po.ibJe abenanipns. And &1. 
thotch Orion'. debt. .t $40 million. now 
ata.ndt.t jult 36'" of total ~uity. Gru· 
ber ferI. he mUll .void iPCl"UAintc it IUD­
atantially, 8pin ~ of hi. roncem 
for the company'. rtpUtation for 8OUnd· 
n .... "We ~ tzying to downpl.y our 
hm ...... he .. y... • 
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BRINGING IMAGINATION 
TO THE BUSINESS OF ENERGY 

Today, we're a unqueIy balar<ed 
energy cotr!""Y. OJr vanous dl­
""""" produce and market coal, 
LP-gas. oi. gas and iqud fertilers. 
Ard yes. we con""'" to expand 
and operate our 6,600-mie ret-

worl< of plpel""'-
In the next few years, we tt.nk it 

win take a certain kind of company 
to make It LI1 the energy business. 

~ Wlil take rrore than 0<1 wells, 
coal mines, or even 6,600 miles of 
",pell"". 

~ Wlil take ImagTnatioo. 



,7h, 

GLENUVET 



~NAGEMfNT-------------------------------------------------

How a new chief is turning Interbank inside out 
Wbeft • Ct· ,,~' • rnarkn Ihare erodes • Eliminated all people involved with Visa, which avoided similar suits or dis-
10 that it I ..... j~ So. 1 spot in it. indus-- drumming up new U. S. members. Hogg affection (rom members by issuing its 
ur. it i. u. 17 tu .... (or. IM'W chite ~Iieves the domestic credit card market checks through its member banks. has 
'lith • n.-. h to tab O\"('t. But il already saturated. had a relatively smooth entry into that 
thf Df'W Ill' hu ttl wrJk • vtritable • Summarily fired eight high.level offi· market. Allhough Citibank recently 
IDilIf Sew u: 1J'lna to rep.in lhf oompa· m'I of the company, giving them just dropped its suit, clearing the way for 
tr', origin rfttum I( tit t:hanae- enough time to pack their things and Interbank again to punrue traveler's 
thiIIgIdu. ran t. Wit with • man· eontact. the OlItpiaoement finn he re- check revenues, the MasterCard agency 
~t t,I,;. that Is unn-rtain .bout ita ained (or them. has a lot of catching up to do. 
futun! and I.tnwrtlhnc to aM. until it Now, Hogg's new executive team is in The same holds true for Interbank's 
tf«i\'8 t t Unfquh'oral dil"ft'tion. pl~ But even with a new team and attempt to move MasterCard away from 
U}wi thU 1'WtatJ up quidd)', morale new directiortB, it will be no easy task to being exclusively a credit instrument. 
can bf' tit ,lfId tum MasterCard back into the front- HOW says he is giving top priority to 

n.u.o. ,. b t1,liunl (AC."J"I RUa@1I runner. The vast majority of card·issu· developing a "debit" card that allows 
E. lloa _ I he uwmN.! tht llmiden- ing banb in the U. S. already il8Ue both fund transfen and payments rather 
rr of Intt' nJ A n. lut fo'"bru- MllterCard and Visa, but Visa appea" than credit But the Visa card has been 
ary. In 11r: In' ... rtr.nlt. tht'l umbrt'lla to ha~'e a clear lead in forging a cohesive doing double duty in this area (or some 
orpniulj, r MAilI..-rCanJ, (I'll Into international identity, Before National time. In fact, Dee W, Hock, Visa presi-
*God pial hind \".. dent, seems singularly un-
both in d, ~ r anti \: perturbed about the threat 
IUIDbt'r , f rdhoMna. \ o( competition (rom the 
aDCIlntn , board wu "new" MasterCard. ''No-
deari)' It (or IIOmf body has reached a stage to 
~ I H~ (pro- be able to compete with 
1IOUnc:.d II hal mad. Visa on a .... ,orldwide pay-
lit rbanr . ltb Ilith ment system," Hock 
IIPMd Iha 1. both states. And even Hogg re-
witkin and Inkr. luctantly admits that 
!uk art' ,. ~ what "Visa developed sophisti-
kit tbtm I 1Wthod: pt cated products and knew 
IlllWUtfd .. rtJYft GUI .. how to &ell them," 

Conlull.nt .. Clearly, Hog: 
qgidJy L. hit, 1"1 a felt that the only way he 
... \.fan) l&td atJnYllt could infuse such knowl-
ball.dtclu aDd tJwD edge at Interbank was by 
~tu'" I<Q J ....,q making a clean sweep of 
~ tha .pM .... lI'tO the talent in place. AI-__ ~,_ _~"ri~~ 

.:Iv" to ~ A sudden for the released ex-
-PUlJlll, -r aJtrrIl&llVft eeutives, none of whom 
• dropplrc at. tudar could be reached by BUSI-

~--~ -----Qat mU." • no means impulsive moves 
TN 1ItCI¥M. I Iut four - - on the new chiera part. 
-.albt. II a tOfll'Mlf .. /YJ'--;' I" M,I ." -r/g,....iW VI... Shortly after joining Inter-
~"nrullan I .,«utiYf' F« ,"~" HoH. t c ....... - bank, Hogg called in oon-
... at.o hu . p\ ,...... 'BankAmericani Inc. changed its Dame sultants from Coope" Ii Lybrand Inc. to 
~ .. I Amtritu ~ Co. 1\ to ViAl in 1977, it had been iASUed un~er evaluate the existing staff to see wheth-
c."s Div.. CUtbtd IOkrtank iuRW 22 n&met around the world. Now .Its er it could fulfill his requirements (or 
... H. bu: im. is con.olidated under th~ VIsa strong international marketing and new-
I R.1raWD u,. orpnIDtJorW ttwt., In· ........ MasterCard, by contrast, ~ IK!t product development skills. Apparently, 
~ I"f'PO'1JnI U,. Into T Mlffering from a fragmented Iden~l- as lOOn as the eight executives got the 
"'" bad • wrtital blftW· (lQ ) ng affiliateS and joint \'entures. In thumbs-down sign from UL, Hogg be-
d!,. 1be aim .. to ~ cOftuftuni· t~ and Asia. but it is stillstroggling gan searching for their replacements. 
~ ~ about bltd'Utic.rW with~ .. to persuade ill U. S, memberll The result: Scarcely three weeks after he 
a!aw. .••• the name-cilange from Master lowered the boom, a new exeeuti'le team 
I ,,~ '"""'" " tM ~ di\-iIioDI La ~ . plies broadened usage for the had been formed. 
~ SL I -'_ -L~.t.- an bot .. (OCI' (;harIe un od ~'L Brian W. Smith, &enior vice-president 
~_.~ warn .... 1 card bcr.-e and beyo 1;'''''' atr . . f th f -aa IUIder Law .... J s.ambeWa. a _LuI. is al90 trailing in the Dew- for legal aIrs, remaIns one 0 e rew 
• ....". hLl'fld .... _~Jlt (or ~:u:;.. When it tried to ~nter the familiar {aces. F. David Brangaccio, or-
~ --,-'s eheck market s few )'ears ago, merly a COO

k 
..... 

r 
&1 LYbab"'kndh"m'I~~t 

• ,,~ all hJahoIntl fd'UORI in- tnVVlO"', «Hately slapped with a suit who did wor or nter n, as a nnwy 
~ ""th bntomat .... alfaltl. uW' It "''''Cl~~k, charging that it was come on board as senior vice-president 
Irit: '~_aJ rapoftIibDilJ part ot from IU 'ta own membe"' turf, of planning and administration, And 
tIItl ~'. job. infringing on I 
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IT TAKES A GREAT PLANE TO GAIN 
RECOGNITION. BRAZIL NOW 



'll'ithin • r~ ..... weeki. Ceorge J, Pesus, 
.,r;. sen_tIr \"iC'f'-plUident.t American 
Exprtal' ('a~ Div:. will ..... me t~e poIt 
t:J !el1ior Vi prMdent o( markelln". 

HOG mr.. t'a no bonN .bout wanting 
to institul. • hightr dfW'H' of "profM­
sionaliam" I) tM runnina o( Inter­
bank. In ~. hf il oorrowina: • Plat' 
fl'OCl1 cia: \ Irw. tf'xtbwb in hi. 
r/I!W aet llp • I '" foor .. nior vice-prest­
dmtl h." ... n forn'Mld into .n tXf(\!-

Uft COUI'ICH t "'iII lMt'l rewul.rly with 
\lim fur pi .a and ('W.ntinuit)·. 

&t . No. lIy ... it .110 hfdging: his 
btu. DHp' Ihf im pli«l al.p.t himarlf 
and bis fl .... m. 1t,'ilIC rMdily admits 
that pt.'ol' 0 ..xi.lion "'·urk as 
slifetiml' lOr may not'" the ahaktrl 
and Mu\1" .at. I\u\lwring: a.oti.· 
tion nf'fd , ~ is currf'ntly ItOUrina: 
tht fm l,k, t m.,ktl (or • fOlatinlt 
cadre of • t roor )'UUna MB"I who 
would (lim. lUI .tN,rt ·Wrm km/-tum· 
around .rl •. , .'Int l*'I,\e who will 
nl)' no WIl .n 1M muntM but no murt 
lhan Ihrtot· ... ... ho w.nt t xpollU'" to 
Itra~(' nll\l and international 
markttina he) .... nt to 'I/o ... rlt with 
banka." II , 'J't. • ."., ..,.. 1M peo-
pit . '!k. r (lbjf't"tin .. ItO far be-
)QIId tht I' . nI)' or an .-xiatklft.

R 

n.,.. n aft llOa hal .r 

-

lupport of Interbank 's 27-member 
board, all of whom seem to believe such 
changes were long overdue. Hogg's 
pred('C@SS()r. John J. Reynolds, did not 
step down by choice. Now 57, he candidly 
admits that be intended to stay until he 
was SO. Instead. he is now serving out a 
three-year contract as a consultant to 
Interbank. 4'his is the era when heads 
of companies are fired whene\'er some­
thing ((oet wrong." he saY' bitterly. Rey­
nolds deac:ribes himself as a "people-ori­
tnted" manager, and says Hog relies 
he.vily on "management techniques." 

In Hogg's reorganization, 
eight top executives 
were summarily dismissed 

Not surprisingly, Reynolds believes the 
mll6ive executi\'e firings in June were as 
unn~ry as his own dismissal. "Some 
of the people who are now not there were 
U('f'llenl employees, and I think they'll 
be miaed," he says. 

But board members and outsiders who 
have been dOle tD Interbank disagree. 
Robert F. Martin, head of Coopers & 
L)·!>rand'. search division and the man 
who Cound Hogg for Interbank. recalls 
thll.t the time of instituting the search 
board IJW!'mbers told him they "weren't 

certain of the quality level of the people 
at Interbank," and that it was clear they 
expected a new man to clean shop. 
"When Russ fired those people. rumors 
took off that he was ruthless. but he did 
it in the most humane way he could," 
Martin insists. 
UpgrMling. Evan H. Housworth. who un­
til February was chairman o( the board, 
confirms that "we obviously hired a nev .. 
pmident to review Interbank and see if 
staff changes were needed. since we felt 
there would be areas of the staff that 
needed upgrading." And J. Donald Saul, 
the current ch.irman. says: "We wanted 
someone heading our organization who 
would solidify our market in the ",-oorld. 
Whenever there's a change at the top 
there is a change in lower echelons. You 
have to start riding new horses." 

As far as Hogg is concerned. talk of 
whether he should or should not have 
fired people is JUBt so much wheel-spin­
ning. He says he called together nearly 
all of Interbank's 2OO-or-so employees, 
explained the reorganiz.ation to them. 
and now is ready to move on with the 
business at hand. "The reorganization 
was done on a clinical, not an emotional. 
basis," he says. ';My first and foremost 
priority is ensuring that we get back into 
the competitive markeL" -

Halcon International, Inc. 
hil~ .. old II~ mleresls 

III Ihe 

Oxirane Companies 
10 

\tlantic Richfield Company 

fit, MNl,."."vd« ~ OJ Il/lIJ llnaJ aI/I uor /Q lIa/c()tl lntt'rTIa/lOt w/, 111('. 
III dr,..../TIllutulW/l .C. 

L\ZAIU> " ' RER ES & Co. 
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Now, 
we're importi 

capital. 
American business used to fill nearly 

all of its need for capital from profits and the 
sale of common stock. 

Today. we tax away profit. drive off 
U.S. investors with capital gains assess· 
ments. and drive up the cost of borrowed 
money by rampant deficit spending. 

So, many businessmen have started to 
turn to imported capital to keep their 
businesses going. More than $310 billion 
according to the government. 

The second largest grocery chain com· 
pany. Two of the oldest radio and television 
manufacturers. One of New York's largest 
daily papers and four of its oldest depart­
ment stores. The largest producer of Alaskan 
oil. All with major ownership or control by 
foreign interests. Interests which have 
quadrupled in the last 10 years. 

Yet why does this rush to "buy America" 
continue at a time of double digit innation 
and record trade deficits? Because foreign 
investors realize that America's commitment 
to free enterprise is still strong. and that 
America is the biggest. most homogeneous 
and most receptive market in the world. 

When wi II we remember how to utilize 
this marvelous economic machine ourselves? 
Or are we dedicated to milling about until we 
all become tenants in our own land? 

A MW Gradall G·660 UC8\'ator aui'IH with 
'treet U!p.lms in Timonium. Maryland The 
contractor uU'd IoIersatile GritdaJl ell('a'latOfS 
for 1n1tial land clearing and then to build 
streets. storm drains. sev.ets and side....alks. 



July 104, 1980 Ed'ltd by L .. Walczak 

CARTER WANTS OUT OF THE GRAIN BAN 
The c.n ~dmin6ltr.hon ~ Mglnning 
10 ~ II. polI tICally rlaky Janu· 
ary ~ bIoekklo U S grain 1h1P. 
menl. to the Soviel UnIOn until the 
RusIIan. putl out of Afghanll tln . 0.­
spli. monttHong r.atance by Naltonal 
SeC:Ul'lty AcMIer ZtMgnaew Bnwnakl. 
the Adm..,lswUOf'l recently gave U. S. 
grlln tradera IhIt gOrMNd to UN lor· 
elgn suMIdI" ... to Ihlp non-Am.ncan 
grllln 10 tl'le ~ • . Now U. S . o"taall 
ar. dropplng hln" 01 a further rltu· 
IliOn ot , he emwgo latl thi l summer 
''W.". appI'oechIng the point whe(. 

the Ofiglnal IU. 6.1 ~ and the clr· 
cutNtanca that ga~ n .. 10 that pcMlCy If' cte.,ly going to b. open tor 
rl'o1eW." aayI Lynn Datt, ' Whit. Hou .. 
agrlcultur ••• ".." "*1t11f . .. aoew crop 
her. and • new crop tn the SeMel 
LlnIOf'l. FOIetgn nauons agreed to help 
\,II tor a 1*'1Od of tllN. and we are 
Ippfo.d'ltng .... WId to INII IJ*iodI • 

Whether tI'Ie 1fT\bat'gO" hH ... -ny mod· 
Ifled or drC\P5*l dePend . lItgety on the 
~t .. wt.o I\IVII v-t to m&)I; , • eon­
VII\dng gttture ttl ,educing t.,-,Ik>n. In 
AlghaNStan. Bu\ with larmert turtou. 
over the .fteel ('II t~ -"barge In 
depr~ domeIUe ora'" prteel- and 
*lIh U S. ames tnef.utngty relUCtlnt to 
QO liong - eem.r .. gtOP'"G IOf a lac:. 
living w.y out 

Att.r announcing hIS January embW­
go. the ~I .. k~ U. S grain 
lXPOrten not to ... thl 8o'f'iItll third ­
country Grain through lorl'gn .",Alt ... 
InC! the companieI eompfled . Sut the 
Adl\'llnlttrallOn', Apr, 30 d«*OI'I to 
honor the n"h .,..., 01 the U. S . SovIet 
or"" -o'Mml!Jrlt by I~ In. .... 01 
8 m8bon metrIC toni ('II U S COfn and 
""'t ~ed ..... debat. 

In hNted dltCUltlona, 1hit Stal. and 
AQricutt .... Oept.a . ..ocetI1uIy Itou-<l 
1tIt! II wq dlIQlmh'latory 10 perm,t 
""*'tan compenIM to INP U S bY! 
not c.n.m.n and AUllr.n.n grill'! ~ 
thtt U. 8. eq)Ol1.-. ... IOItn; ~ 
..... ..,..... ~ obat.adl." .. ys one 
W'IIider ...... Bnar1nf1o.r, reeotve thlt 
~ IIrOutd be lntetpNted .. I ..-..... 

"11 .. ... -- - " _ . ..... &tler Car1 ... _eId to permit 
hrd~try INppIng, AgriCultur. Un­
.,., Scrttary o.Je E, H.t~ay In-­
*'14 that .".. hal been f'O ,.b­
I1IQfl or Char'IQe '" out' poley." 

But. In feet.. poII~ pr....,. II. 

growing on Carter to do Just that. 
Unhappmeas WIth both the economic 
downturn and the embargo has sent 
Carter's stock piummetlng In the larm 
belt , which Is looming as a battleground 
In the Presldentlll campaign , The 
American Farm Bureau Federallon and 
the National Farmers Union are lobby­
Ing for an end to the embargo. A blpar­
tilln group of 32 senators, led by Rob­
ert J. Dole (R-Kan.) and Thomas F. 
Eagleton (O-Mo.), Is pushing for legl"' •• 
lion to repeal the embargo outright. 
And soybean produC8fs, whO would be 
excluded from the newest approved 
grllln sale, are appealing to Brzatlnskl's 
Nallonsl Secorlty Council 10 be allowed 
to Mil the Soviets 100,000 metric tons 
of soybean •. 

For now, Adminil treUon offlcla'a em· 
phUlZ8 thlt carter has made no cIecI· 
lion to eft. hia embargo polICy beyOnd 
ai6Ow1OO thi(ck:ountry grain shipments. 
According to one official, the Admlnis-­
Ir.tiOn Intends to wait until August or 
Sepl.mber before taking .ny more 
lIepa. By than the U. S. 'Ifill have • 
much flrmer Idea 01 how big the Sovtet 
grllln crop WIll be and whether the Rus-­
aWla Will need to make ma}or addition· 
at purChases. Moreover. the boycotted 
MOICOW Olympic Games-a continuing 
Imtant to U. S.--Sovlet relallons - wlll 
be over by Aug. 3. 

Already. Juat the glimmer 01 hope 
tMI the embargo policy might be loos· 
.ned haS helped firm up the U. S. grain 
market Immedlat~ alter the U. S. 
allOWed the relYmptlon 01 thlrd-country 
thlpmerltS. wheat prIceS soared nearty 
k per bY. on the Chicago Soard of 
Trtda Occidental Petroleum Corp., 
whOM Igr..-nent to ship 700,000 tons 
of superphosphorlc add to the Sovtet 
Union was frozen by the trade ban, is 
OC)flItdenng asking for Its own third· 
party arrangement to ship phOSphates 
from Tuni"a, MOfOCCO. and Mexico to 

....-
The poItlcal rts« for carter is thll, 

hIVIng railed expectltlonS with hints 01 
• more retaxed export polley, he may 
haV'110 dash all the rising hOpeS In the 
tali If the $O'.1eIs do not relent on 
AfghamStan. snould that happIO, the 
Adm,nlStrilion's trial balloon-and any 
prOlP4lCts carter may have had for sal· 
..-.glng votes In the fIrm belt-may be 

qUICkly def'lated, 

Washlngt.::..:o==n:=...-~ 
outlook 

PEOPLE: Robert A. Charple, a New 
England energy executive, Is In line 10 
be named chairman of the new $20 
bitllon Synthetic Fuels Corp_ Charple Is 
president 01 Clbot Corp.. a Boston· 
based 011 and gas company. Earlier 
AdmlnlslraUon efforts to tap a well· 
known chief execullve to head the syn­
fuetl corporation were unsuccessful: 
Both Irving S. Shapiro, chairman of Du 
Pont Co .. and Charles F. LUC6, chair· 
man of Consolidated Edison Co .. 
reportedly turned down the post. 

POLITICS: Ronald Reagan's support­
ers will mount a drive to embarrass the 
Administration OWlf a plank In the Oem· 
ocrallc platform ceiling for an eventual 
phaseout of nuclear power. Carter 
forces Irgue that the provision-which 
was rammed through over White House 
objections-Is vague enough to imply 
the continued use of nuclear power for 
the foreseeable luture. But Reagan par· 
tlsans, led by Representatives Cerroll 
A. Campbell (R·S.C.) and Da ... id A. 
Stockman (R.Mlch.), are preparing a 
report alleging that a shutdown of 
nuctear reactors would lead to brown­
outs and blackouts. After the July 4 
congressional recess, the pair willintro­
duce teglslallon to prohibit the phase-­
out of any energy source if the result 
woutd create low electric capacity 
reserve margins In any region. Nuclear 
Industry representatives, who want to 
keep a low polltlcat profile, are cool to 
the Idea. 

PROMISES: Ronald Reagan has as-­
sembled a group of former top Nixon 
and Ford Administration officials to 
help him put price tags on his campaJgn 
proposalS. Alan Greenspan, pr~sIy 
chairman of the Council of EconomIC 
Advisers, has Igreect to head a budget 
advisory committee for Reagan. Others 
In lhe group 8fe Caspar W. Weinberger, 
former Health, Education & Welfare 
Secretary, and Paul H. O'Neill and Oon­
aid OgilVIe, former ollicials of the Office 
01 Management & Budget. 
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Editorials 

Gearing the tax system to growth 

In this summer before the 19~ elections, ta.'tes have 
suddenly emerged tl9 a wbite-hot is.clUe. In part thi~ is 
because the ~ion is biting far deeper than the 
Administration or Congress expected. and unemploy­
ment is rising fasler than any elected offitial thinks thi' 
system can tolerate_ In part it is also a product of the 
old philosophy of buying elections by returning their 
own money to taxpa}t'r'8. But this emotional responSt' 
hides two real fiscal problems the U. S. economy (aces 
next year. 
• On Jan. 1. new ta.,;ee ,,;11 go into effect taking an 
additional $47 billion out of the economy unlru Con· 
gress atta. This filC8l drag will worsen the recession 
and impede reawer:r . 
• Despite the re<'el.'lion, the fi((ht against inflation hI." 
not yet beE>n won. Because of intreasing wages, the 
underlying rat(l of inftation will hold close to 10"1-
regardlea of what the eonsumer price index reads. 

None of the tax Protrraml being propoeed addreuee 
thf'Se problems. Rathf'r, they continue the obsolf'te 
approach of Ntting taxes to stimulate demand. TbIP 
Republicans would ('\It income lAX" 10'1. acroea the 
board, Thf:' Democrats are talkillll about cuts C'Onrt'n­
trated in the IO\\'t'r brackeu.. Eitlwr proposal would t 
off a n(>W and mort' ,'irul ... nt round of inflation, \\·t"&ken. 
ina: thto cnmpetitive position o( the C S. in the ""orld 
economy and putli"R" a dampu on "';na: and inW'll" 
ment 

What Conareu hu to do is adjuat tht tax structure 
for this ftscaJ drag and not pa. it off as a tax Nt. First 
priority ha..<11 to be to offlE't the inc-reaae of $16 billion in 
Sor-ial Security taxes. $15 billion from windfall profits 
taxes on oil companiK, and $16 biHion from "bracxel. 
Cf'l'i('p" in the pE'rBOnal income tax. All these irK'!'ftlfS 
would he piled. on top of 8 tax structure that already 1A 
~ high it would (lenf'r&tt> a $30 billion aurplus if the 
economy v.-ere running at full empio)o'ltlent levels. 

Tax adjustment at this time il-hould conaist of three 
remedie~ a chanJlf in the tax treatment of depreciatinn 

ot fixed alS('t!l, redudion of capital gain~ taxes, and 
somf' IOrt oC off~t (or the bunlt'n that the rise in Social 
SfnJrit)' taxfl will imJk*? on ~ incomes. The obj('("t 
fl.hould be to t'nrour8.lCt' in\'(>Stmrnt and IOtten lhl' 
impact of payroUl4X inc.-rt'Ul"S hefon' the}' triJO{er hug", 
nt"w Wagf dt'manm. 
Stimulati~ capital t;pendinJl is a prerondition or 

f'C'Onomic 1{J'O"1h in the U S. Ai a stan in this din'('. 
lion. hOlunet:l should ~ allowtd to use IOmf' \·t"taion of 
the eo-callt'd Hl-5-3 df'pn>Mation sdwdule in t'Stimating 
taxable incom ... That d. It "hould bP able to writt' off 
the roet of ftal ~tatt" in ]0 }'t'2U"1\ machint"rr in 6. and 
I~ht t'f~uipmrnt in ;l. Tht" immroiatt' t"OSU would be 
Jov. - $3 billion to f.,5 billion in fi!k'al 19x}. But ,,;thin 
fi\'e ~'eart. 10-5-3 would makt· an additional $oSO hill ion 
a }'68r &\'ailable (or jm'l'Itmt"nt. 

The eapitalgainll tal!. should be n>peaJed or rffiucro to 
a "try low ratt" (or th ... imrle n>a.'IOn that in a time or 
inflation it amounts to tonfiSlt'ation of capital and a 
penalty on invl'Stmtnt At an additional in("t'nth'e (or 
In,'etora. inwn'St inromto.nd dhiot'nds should be rnti­
tJt'd to tht> &0'" Until on bracktt rates that. now Rppllt 
to aalarit"ll. 

Th" $16 biUion Social S«urity tax in('l't'a5" now 
khfduled to take t'ft'rrt lk'xt)"C:U' iI. t"'~ ,,,wd, 
S()t only will it dt-ptl'SS dtmand. it I. bja:hly inflation· 
&r)' boowae it noduct"S tab-bomto pay and inDates wage 
dpmands. Tbto long-run lIlfl,.S\\t"r has to beo • t'.ll11'ful 
rMslon of bmefita and financew (or the whole I)"Item, 
1'ht!l'l" lJ no hope of doilll( this by next January. And 10 
CoI'IW"NI ~hould pro,-idt> tilmpon.~' t't'liet - (or not 
mo~ than ''''-0 ~:ean- by anov.-inK an off.tting tredit 
-.rai""t pt'NOnal irw:oml' La:"l:a 

Thert" i" no nNd and no exl'UJe (or biK, PCNOMi 
intofTW-tu cuts dNi~ to put looee lnunf'Y into thE' 
"ot(,rI' pockt'l3. But thf.'n' is an ul'Kt'nt n('flll for tax 
I"t""i.inn that willli~ht.f'n the load on im' tmt'nt at the 
aame tim!!' that it .part'S thf' t'IOOnomy the ahoek oC Ii 

ma.t-oth'e in('~ue in l~l, 

Steering the dollar through a policy turn 
If the li. S, is eoirlJ[ to thK"k the economy's downward 
swinK, it must relax monf'tary policy as \\'ell as r«iu('(' 
the 6SC1l1 draft of the bu~t. To do this. it win need 
some wilf' manaaemf'nt hy thf' Fedtral R.eet"rve and 
lOme help from ita allies and trading partners. 

The Fed took • IODI 8tep toward effecth-e money 
management ltl9l Oct.obf'r, .'hen it decided to use the 
growth of money ~tes rather than interest rates 
as its principal guide. But now, as the economy aIides 
down, the Fed is not achiE'\;ng even ita minimum targt't 
of 41:. annual (CrOWth in money aupply, 

To live the country adequate mont')' ~wth. the Fed 
will ba"e to achieo."E' the target, and that .".ill mean 
pumping reeen'es into the sYlitem. In doing so, it may 
well drive intereKt ratea down. Jlltile.a.d of leuinR the 
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drop lr\~~r a run on the doIbr. the industrial ("()UDtries 
of the wurld should takt' SU'l" to coordinate- Owir 
monetary polidq and redU<'"e" their int.ert"St rat"-

At tM I"f(Pnl summit mf'Ni". in Veniee. West Gt'r­
man Chancellor Helmut Schmidt and othf-r world Ind­
era ,'Oked tbe (ear that the t: S. \\'otdd draa down the 
rest of tM .,,'Corld by {ailirlj{ to rero\'er toon f'oough. I( 
this ia anything nu:.re than I"nf'raliz.t'd grousing. 
Schmidt shouJd hi!' willing to bad, it up with GrTman 
mOllt'tary policy, 

The Eut"Opt"an Ol'ntnt banks must take action that 
pt'rmill the Federal R.fost.rvt' to COJ\ct'ntrate on promot­
in(l growth of the money .toclc. rather than shit'ldin.c the 
dollar Otherwise. they may makt' their lean rome 
true. 
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What makes Tandem run 
Tandem Compute,.. Inc. bas to be one or 
the biggest ~ stories around-e\"en 
in the fast-rising minicomputer industry 
where dramatic: growth is aometimt'S 
tHen for granted. In June the Cupertino 
(CaIiC.) company shipped its 1,0000h 
computer, just. (our years alter deliver­
ing its first system. The comp&ny i. 
growing at 10011 annually, with f'e\~ 
nues now running at a $100 million 
annual clip. 
Whi~ Tandem'. unique. lingle prod. 

uct. still baa no direct competitor. the 
young company', wild SUe0e8S i, due 
equally to ill unorthodox management 
style, which provides everything (rom 
Frida)' aftemoon ~r parties for iUi 
1,100 'IIt'Orkers to II sabbatical e'\-ery (our 
) 'eaJ"S and stock options for e\'e1')' em­
ployee. This "people-orienud" manage.­
ment style emphasizes oomplm infor­
maiity, peer pre.ure, and open commu­
nicatiora. There are few Connal meet­
ings or reviews. and the management 
team and organiz.ationa! structure i, aI· 
ready in place ror • $500 million-plus 
operation. Industry experts. in fld.., ex­
pect Tandem to reath easil)' ita m-enue 
pJ of $500 million annually by 198:1-
~. Tandem's present protpUity 
is built on • "(ail-safe" computer that 
will not 1(lI8e data if any part. of the 1)"­
tern goes down, While other fail-safe 
S) .. tema usually require • redundanl., 
back-up oomputer that lies idle unl.­
the OD-line system faita. Tandem', com­
puter design .no ...... dual central pr"DCIM-

110 ... to &hare the d.ta-prooesaing ",'ork­
load and to take O\'er the entire job 
should one break down, The !)'Stem's 
r1':li.bilit)' makes it especia.lly .ttractive 
to banks, airlines. and other busil\ellel 
where at or interrupted d.ta means 
loot .......... 

Without v.rying ita management 
styLe, the oompuler maker h.u brobn 
through the difficult growth transitiorll 
that any young company must paIL 
"Tandem h.u done \'ery well at getting 
o\'er the management plateaus at $3 mil­
lion and again at about $50 million that 
affect growth," notes David E. Gold, a 
Santoga (Calif. ) ronsultant. And in the 
year ended Sept.. 30, 1 m . Tandem eame 
within $1 million or the sales projection 
made in ita 1974 busineea plan. boasta 
Thomas J, Perkins, Tandem', chairman 
and s J».rtner in Kleiner. Perkins, Caul­
field &: Byers, the venture capital firm 

that provided the company with ita ini­
tial seed money. 

"When ) 'OU get abo\"e $5 million, it'. 
hard for a penlOn to manage e\'@ryt.hing 
like. mother hen," say Gene At Am­
dahl, rounder and now dWrman emeri­
tus or Amdahl Corp. "As the company 
grows," Amdahl says, "it's easy to loae 
the entrepreneur's vision or what the 
oompany ahould be. But I don't be.lie\'e it 
abeo]utely hu to happen," 

Neither doea James G, Treybia. Tan­
dem'. co-(ounder and president, who fig-

ures that hi, company will Deed ita peo­
ple-oriented management philoeophy 
more than the latest technology to con­
tinue to grow at ita current pace. ''The 
human side or the company i. mOllt 
important to make the $1 billion mark," 
declares the 39-year-old executive. ~.­
big sa)'I that he hu "IOO~ disPM&ble 
time" with which to "''Ork on people proj­
eeu such as hi, nn' c:hart or 100 man· 
agement con~ta that he UI8 to guide 
the company, The chan emphasius IUch 
notions .. pushing responsibility down 
the emplO)'ee ranks to dt\-elop managers 
(uter, hiriDl the best penon rather 
than the c:heapest, and promoting rrom 
within. 

The genesis or Tandem', m.anaeement 
philO9Ophy cornea (rom Hewlett-Packard 
Co,. which i. not too surpriaina. since 
Treybig, along with the other three. 
rounders-Michael D. Green. John C, 

Loustaunou, and James A Kawnan. III 
vice-presidents - worked at the PRl 
Alto oomput.er and instrument milk" 
before forrninK the compan)· , "\~, 
learned at II ..... sa), Kawnan, 'tr. I 

"''''''e extended that philo.oph)' ht'1"l' 
At Tandem. for example, employ 

ha\"e neither the time clocks nor t 
name ~ usuall)· (ound .t otn. 
high-l«hnology oompaniN in ('-aM r 
nia', Silicon Valley. And ita work 
ha\"e fluibl~ hours. , lwimminr flO! 
that is open between 6 a. m, and M p III 
a \'OIlt!')·ba11 court complete with loc.ke;r 
room and ~'en. and an open -door 
poIiq< that invitea emplO)'MI to drop n 

for a talk with lheir manage ... anytime.. 
"It', • lot of ph)'lie:al thinp." sa) .. 

Katzman, "but more important i, our 
.ttitude th.t people are respon, ible 
adulta and our willin~ to ,pend mono 
t')' to keep people happy." One example 
of that corporate I~ is the iiI-week 
sabl.ticaI-with (ull pay-that all em· 
plo)-ees are t'tIquired to take every foor 
yea,... Thi. month. too. Tandem employ­
eel will vole on ruture benefit&, chooaiDl 
(rom among ineruaed medieal ooverage, 
a retiremmt plan, profit , harin&, or 
vaeation pririlega at rMOrt mndornini ­
urns the eompan)· would acquire. 
low hlf'nOVW. So (ar, Tandem', people 
philoaophy hu pajd off in more than 
soaring ra-enueL "rhe rompany i. able 
to aUrad. really excellent people in (a 
geographical] area where it i, IUppoeed 
to be han:! to get the.m." ")'I Edwin 8. 
Costel1o, an industry anal),t with SulrO 



,. I. , • San FranciACO brokerage house. 
.1 once emplo)'eet join the company. 
'Y apparenUy .tay. Kawnan claims 
",el\'er run. 8. annually, rar lower 

the indusl!,), .... erage of 23%. 
I ndem', reputation for hiring top 

]oyeet who . tay is no ~idenL, at· 
·lin~ to the oompany. Job candidates 
nfll'n called back three or more limes 
interviews lutingleverai houri. And 
no olTers are never made until a 

ruit &t'Cellla • job. "They've got to 

• 

Inlonn.': Co-tounder Katzman 
at • weetlty party; lively IICtlon 
on Tanoem'. IIOIleyball cour1. 

things like pl"Ogrftl reports." 
So rar, lhe oompany has man­
aged Quite well without formal 
meetings.. Outsiders often note 
that communication. among 
the top executives flow as freely 
as the beer that i, 8en·t!d every 
Friday afternoon. "I( )'00 uk 
the same question of le\'eraJ 
managert, you alwaYI get the 
same answer," aaya Alvin C. 
Rice, a Tandem diNlctOr. 
Tighter control. Not everyone, 
however, is impressed with 
Tandem', management Ilyle. 
"Tandem', founden thought 
that HP had too many mEetin"" 
too many memos, and too much 

ole they' re not just coming for the management," recalls John V, Levy, a 
('y," declares Treybig former Tandem engineer now working 

The- rompany prders to hire experi- for Apple Computer Inc.. " My imprea-
people becaule th~ require less aion," he says, "is that they did a total 

IDinin", but even lhelle people have to flip--f\op," 
be indoctrinated in the corporate 011· Treybig remgnizes that, .. Tandem 
lUrf A nd that i. no eas)' taaIr: at Tan- groWl into a large company, ad hoc decl­
<iI'm. which i. jp"OWin" 10 fast that the aion-making will not suffice, So he i. 
'\'er~ emplo)'ee has been with the inBlituting more control .. In aoc:ounta 
company for only lix . 'eeka. 1'reybig per- receivable, for example, Louslaunou says 
k1nall)' participlolft in mo.t new emplo),- that the company has grown too large 
ep orientations to Ipread the manage- for all of the top managers to be involved 
mmt ppeJ. And he UIeI peer preuure with eaeh problem accounL"A year ago, 
to inculcate reervill in the Tandem way. we had maybe ]0 problem aocounLs," he 
For example, a group of aaaemblers from aays. "Now it is 30 to 40, and it is more 
the factory ftoor recently walked into hi. appropriate to have our people tell ua in 
office to complain about their manager. writing the status of their accounts." 
'lThe manaeer) lOOn lett because he Similarly, while the company still has no 
didn't look on people as people," Treybig wage or salary structure, Loustaunou 
lays. "Now evt'ryone knows that that notes that it is only a question of time 
mistake WAI fixed, and other managers before formal review procedures are es· 
will k'e that if they don't do whaC. tablished. 
right. they will be tired," But that does not mean that Tandem 

Indeed. decisions are made informally, lacb controls on rompany operations. 
and executives get together in sponla- The company has rigid procedures for 
noous meetinlll as problems ariat'. Ad- implementing production controls, cost 
mila Chief fo'inancial Officer Loustau· standards, quality control, and manage­
nou; "We have no acheduled review. of ment reporting systems. To handle these 

I jobs, Tandem has eight separate in­
house computer systemll. ''They ha\"t an 

! informal management style imposed 
f upon a \·ery organized and disciplined set 

or business standards," says Rice. "You 

r can't have their kind of growth without 
having those in place." 

Treybig and his colleagues spend long 
hours preparing the company ror the 
IOOring growth they expect in the next. 
few years. For instance, t.he execulive 
team includes 14 vice'presidenta, more 
than the rompsny currently requires but 
necesaary if it makes in t.hree years its 
1(0&1 of $500 million in annual revenues. 
To handle that size company, Tandem 
has realigned ita top managemenL Five 
management teams ..... ere gh-en responsi­
bility for marketing and production on a 
goowaphicaJ basiL 

The question remains, however, 
whether Tandem's Non·Stop computer 
can continue to be • nonstop suoeess. 
While the Non·Stop .till has no direct. 
rompetilion, Digital Equipment Corp. 
and IM!\-eral other rompanies are report· 
edly developing rompetiti\'e systems. But 
industry obeen.-ers predict that Tan­
dem'. rivals will ha\"e a difficult time 
duplicating the company's software de-­
\'elopmenta in 1eB8 than three years. 
"You can't have a baby in a month by 
making nine women pregnanl," com· 
ments analyst Costello. 
Con~t. Treybig is even more conti· 
dent. of Tandem's ability to weather any 
competith'e storm. The only inhibiting 
factor on Tandem's growth now, Treybig 
says, is the reluctance of some customers 
to buy computers from a \-endor that hu 
only $100 million in sales. 

To raise his credibility with both cus­
tomers and Wall Street. Treybig is run· 
niog the company on a debt·free basi .. 
But to do this and still grow at lOO~ 
annually means that Tandem has had to 
sell additional stock on a yearly basis. As 
a result, the number of shares outatand· 
iog has increased more than tenfold in 
the past ti\'e years to 5.2 minion shares. 

But James R. BerdeJl of Montgomery 
Securitiet in San Franci9CO pointa out 
that Tandem's price-earn.ings ratio of S6 
is the highest of all of the technology 
st.ocka that he (oIlO\",s and aJm08t double 
the rompuler industry average. For 
Treybig, such SUCCt'S8 is merely part of 
hisloog-term plan, "I never started Tan­
dem thinking only of a $100 million com· 
pany," the brash executive exelaims. "To 
build a $10 billion company where people 
loved to 'A"ark would be a start." • 
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