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Summary and Recommendation

1983 was a disappointing year for fault-tolerant com-
puters. Except Tandem, vendors have promised much but
have delivered little since the publication of our 1/20/83
Starus Report—"Fault-tolerant Computers: Fast Growing
Computer Markets Increasingly Demand Very Reliable
Svstems.” Nevertheless, we continue to believe that de-
mand for fault-tolerant systems will grow rapidly through-
out this decade, driven by the development of on-line ap-
plications for which computer downtime is increasingly
unacceptable, such as ATM networks, POS systems, “pa-
perless” factories and home information systems.

* Much promised, little delivered. Although the list of
companies planning to market fault-tolerant systems
continued to grow in 1983, Stratus, with 1983 revenues
of $20 million, was the only vendor other than Tandem
to ship more than a handful of systems. Many of the
other players faced disappointments and slippages; de-
veloping and marketing these sophisticated computer
systems is more complex than some had anticipated.

* Demand for fault-tolerant systems continues o grow.
The major breakthrough in 1983 was in user awareness.
Besides all the publicity given to the new entrants, IBM,
Digital Equipment, NCR and Hewlett-Packard intro-
duced their customers to new systems with some fault-
tolerant features. Computer users are beginning to real-
ize that they can minimize the cost of downtime for
their critical on-line applications through fault-tolerant
systems,

¢ Tandem is in a strong competitive position. We continue
to recommend purchase of TNDM (see our 5/2/84 Up-
date). Despite its recent problems, Tandem continues to
dominate the fault-tolerant area. It has done a tremen-
dous job of establishing its credibility in large corpora-
tions as the NonStop company. Tandem’s proven prod-
uct, track record and marketing strengths present a
significantly greater obstacle to its competitors than do
technical barriers. (After all, companies generally use
fault-tolerant computers for their most critical applica-
tions).

* Traditional vendors continue to move slowly. Con-

strained by enormous investment in their existing com-
puter systems, traditional mini and mainframe vendors
have been slow to add fault-tolerant capabilities. Never-
theless, most of them now appear to have accepted the
need to add fault-tolerant capabilities. However, this
represents a sizeable development effort and is not go-
ing to happen overnight.

UNIX provides biggest opportunity for new players.
The anticipated rapid growth of UNIX-based systems
(see our 1/6/84 Status Report, “"UNIX—Breaking
Down Barriers in the Computer Industry) presents the
biggest potential opportunity for the new entrants. Al-
though in 1976 Tandem had little option but to build its
own operating system, it is now unnecessary to “'rein-
vent the wheel" Despite this, both Synapse and (to a
lesser extent) Stratus elected to do so, putting them at a
potential disadvantage against the anticipated rapid
growth in applications software for UNIX-based fault-
tolerant vendors such as AT&T, Auragen, Computer
Consoles, Parallel Computers, Sequoia and Tolerant,
Which of these succeeds is more likely to be determined
by effective marketing than by which has a “better
mousetrap.”

Tandem, Stratus and (of the new entrants) Tolerant Sys-
tems are likely winners. We are impressed by the mar-
keting focus of these three companies; Tandem’s credi-
bility stands it in good stead in addressing very large
scale applications. However, Tandem’s focus on the
high end leaves a significant opportunity for Stratus to
address smaller applications. Although we are im-
pressed by Stratus’ progress (coverage will be added
later this year), the limited amount of third party appli-
cations software built for its proprietary system may
force it to switch to UNIX. Neither TNDM nor STRA
are focusing on the OEM community, leaving a signifi-
cant opportunity for a third player. Of the new players,
we are most impressed with (privately held) Tolerant's
OEM-oriented product strategy.
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Much Promised, Little Delivered

In some ways, 1983 was a very significant year in the
fault-tolerant area. Strarus, the first of the new breed of
fault-tolerant vendors, went public in August 1983 at a
valuation of $210 million. New startups continued to at-
tract the attention of the venture capitalists, and institu-
tional investors began to participate in a growing number
of private placements. Auragen (formerly known as Paral-
lel Computer Systems) introduced its system with great
fanfare at the National Computer Conference in May
1983, and Synapse advertised heavily in the trade press.
Charlie Ryle and Mike Green, both former key executives
at Tandem, joined existing start-up Parallel Computers,
and shortly thereafter attracted a major infusion of ven-
ture capital. A few new players have emerged, such as No-
Halt Computers, Autech and Encore (founded by former
Prime CEO Ken Fisher).

Traditional vendors such as IBM, DEC, Wang, NCR and
Hewlett-Packard began to take the subject seriously. JBM
announced some fault-tolerant features on the Series/ |
and 8100 systems. DEC introduced its VAX Cluster sys-
tem. Trilogy went public on a plan to build systems based
on wafer-scale semiconductor technology that would fea-
ture on-chip fault-tolerant circuitry. Amdahl suggested it
was planning to compete against Tandem with an |BM-
compatible system designed specifically for on-line trans-
action processing (code named Aspen). |PL Systems an-

nounced an IBM-compatible fault-tolerant system-the 4480,

However, very few of the players are today shipping prod-
uct. Many of the vendors have found it more difficult
than they had anticipated to develop a mature, stable
product. (What is the point of a fault-tolerant system, un-
less all the wrinkles are worked out?) Many of the players
are still in development, or early Beta-test (i.e., initial cus-
tomer trials).

Even those vendors who have begun 1o ship products have
found it more difficult than they had anticipated. Only
Stratus has made much progress so far, with $20 million in
shipments in 1983. However, we believe that this also was
somewhat of a disappointment. Both a shortage of appli-
cations software for STRA's proprietary operating system
and the slow buildup of its end-user marketing organiza-
tion were factors constraining its growth in 1983, Never-
theless, STRA should be commended for its excellent mar-
keting job, which leaves it well positioned for future
growth providing it can attract third party software.

Although August Systems began to ship its fault-tolerant
process control systems in 1981, 1983 revenues of less than
$5 million were disappointing. Although hindered by the
economic situation, August found that marketing its so-
phisticated systems to large corporations such as Mobil,
Dow, Conoco and GE was an expensive and time consum-
ing task. Nevertheless, the company has now established a
track record and has the potential for considerably faster

growth.
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Synapse was another disappointment in 1983, Although it
shipped its first system on December 31, 1982, the com-
pany had 1983 revenues of only $3 million and is now sig-
nificantly behind its original plan. The company has made
its share of mistakes. First, it not only developed a very
sophisticated hardware design, but also chose to build its
own operating system and database management system—
compounding the risks of technical problems, which it
faced through most of 1983, Second, unlike Stratus which
decided to undercut Tandem in price, Synapse positioned
the product more directly against Tandem. Third, it mar-
keted the product before it was ready and has spent $20
million to reach its present stage. Nevertheless, Synapse
now claims that the product is stable and can deliver high
price/performance (a medium-sized, $600,000 system re-
cently benchmarked 150 users at 9 transactions per sec-
ond, with an average response time of 1.3 seconds), al-
though the system has not yet been used in a live
environment.

Like Synapse, Auragen is also probably guiity of launch-
ing its product too early. Although it has shipped a num-
ber of systems to its European partner, Nixdorf (which re-
cently launched a repackaged and simplified version of the
Auragen system in Europe as the Nixdorf 8832), it only
has one Beta test site in the US. Although it now has three
orders, first customer shipments are still a few months
away and we estimate that the company is about a vear be-
hind its earlier projections. (Although its system is based
on UNIX, Auragen found it necessary to rewrite major
portions in 1983 in order to implement its “message-based
fault-tolerance™). We also understand that the hardware is
still performing below its target goals. Auragen has modi-
fied its marketing strategy, shifting from end-users to
OEMs, Its relationship with Nixdorf may prove to be a
mixed blessing; Nixdorf has manufacturing rights and
non-exclusive worldwide marketing rights, which could
put the two companies head-to-head in the U.S. market.

Demand for FT systems continues to grow:

downtime can mean lost revenues.

Contrary to the current wave of doubt over the market
potential for fault-tolerant systems following Tandem's
weak second quarter, we are even more convinced than we
were a year ago of the necessity of fault-tolerance for the
on-line, computerized applications of the 1980s. Despite
significant improvements in the reliability of traditional
systems, particularly disks, the number of applications re-
quiring the degree of reliability only achievable on a fault-
tolerant system continues to grow rapidiy.

Demand for fault-tolerant systems is driven by the in-
creasing dependence of companies on computer systems.
Today the computer system is no longer just a “back-
office™ system; it is increasingly a key aspect of a compa-
ny’s design, manufacturing and/or marketing functions.
Companies are developing new products based on on-line
computer systems—such as ATM networks, cellular radio
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systems, electronic mail services, home information sys-
tems, Here the computer is part of the product itself, a
key component in the revenue generation process.

Fault-tolerance: Nor a Market

Fault-tolerance (FT) is often wrongly perceived as a mar-
ket. It is a feature, one that is increasingly important in all
types of computer systems from micros to mainframes. As
we stated in our'20/83 Starus Report, we believe that the
best way to examine the markets for FT computers is to
examine the traditional markets for computer systems. In
each of these markets it is possible to identify certain
groups of applications that are increasingly moving on-
line, demanding very high reliability. For example, the pa-
perless factory is unlikely to become a reality without very
reliable systems. Similarly, electronic mail necessitates a
dependable computer system.

There are opportunities for FT vendors to challenge non-
FT players in virtually every market where computers are
sold today. For this reason when TNDM says that if it
meets STRA in a competitive situation one of the two
companies is after the wrong customer, it is largely cor-
rect. Whereas Tandem addresses very large, geographi-
cally distributed applications (typical multi-module system
costs $1-5 million), STRA addresses smaller, minicompu-
ter applications (a typical system costs $200,000-
$500,000).

Transaction processing: the Largest Potential Market
Rapid growth is likely in the use of fault-tolerant transac-
tion processing systems, particularly in revenue generating
applications. First, new TP applications continue 10
emerge (one of the latest is the use of oil company debit
cards by gas stations). Second, once installed, the use of
TP systems, and therefore transaction volumes, usually
grow rapidly (consider the explosive growth in the use of
ATMs). Third, as usage increases, reliability and modular
expandability become increasingly important factors. In-
focorp, a market research firm has estimated that the
transaction processing market is growing at a 35% com-
pound annual growth rate. We believe that fault-tolerant
systems will grow at an even faster 40-60% rate over the
next three to five years.

Tandem Remains Well Positioned: “Better the Devil You
Know..."

Fault-tolerant computers typically address the most criti-
cal applications within an organization. This raises a para-
dox. Proven products from traditional “quality” vendors,
such as IBM and DEC, are presently not fault-tolerant.
The new startups, on the other hand, typically have un-
proven products, limited marketing and support and little
or no credibility in the marketplace. Tandem is the only es-
tablished vendor presently marketing fault-tolerant sys-
tems and has done a remarkable job in establishing its
credibility in large corporations as “the NonStop com-
pany”, (For further discussion of Tandem see our April 8,
1983 Basic Analysis and subsequent Updates). This repre-

sents a formidable obstacle for the newer entrants to over-
come (and may hamper traditional vendors’ efforts to
market fault-tolerant systems).

Whereas we normally expect computer companies that sell
primarily to an existing customer base (base churning) to
be unlikely to sustain rapid growth, the same is not true of
Tandem. The “seeds” that Tandem has planted in an im-
pressive list of major corporations worldwide are likely to
provide it with considerable growth over the next few
years. In many such cases, Tandem has installed pilot sys-
tems or systems to handle a single specific application.
Tandem is most likely to benefit as demand for critical
new applications and transaction volumes in existing ap-
plications continue to grow within these corporations.

Traditional Vendors Continue to Move Siowly

Although all the computer vendors have an ongoing com-
mitment to improved hardware and software reliability,
they have so far stopped short of moving to the radically
different multiprocessor architectures embodied in fault-
tolerant systems. The problem continues to be one of soft-
ware, not hardware, 1BM or DEC have the resources to
build such a system. The problem is in adding fault-
tolerance to their existing mainstream product lines in
such a way as to preserve their (and their customers) enor-
mous investment in software (to ignore this software com-
patibility problem and offer an incompatible new system
would suggest that their mainstream products were out-
dated).

However, although a few vendors, e.g Data General and
Datapoint, still believe the sizable investment needed 1o
make their mainstream systems fault-tolerant is not yet
warranted, most other traditional vendors are beginning
to sit up and take notice. The growing number of major
orders, such as Tandem's $400 million share of the Navy's
“Splice™ contract, demand their attention. Furthermore,
the cost differential between conventional and fault-
tolerant systems continues to fall. We expect most major
vendors to add fault-tolerant capabilities to their systems
gradually over the next few years.

IBM has embarked on R&D efforts in the fault-tolerant
area, including System D, a prototype distributed transac-
tion processing system with both high availability and
modular growth, the two key features of virtually all
fault-tolerant systems. We understand that this effort,
which was based on Series/1 minicomputers in a ring net-
work, has now been superceded by a newer project. We
believe that IBM supports the concept of fault-tolerance,
and may be working toward all its larger systems eventu-
ally being fault-tolerant. So far, however, it has only an-
nounced limited high availability options for the Series/1
and 8100 (This latter announcement was significant inas-
much as it supported the need for fault-tolerant communi-
cations and file servers in an office environment).

In 1983, DEC introduced its VAXcluster system—loosely
coupled VAX processors sharing intelligent disk storage,
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the HSC 50. The system is designed eventually to provide
both modular growth and high availability. However, at
the present time the software (VMS V3.4) does not sup-
port many of the planned features, including recovery and
data integrity, necessary to make it “fault-tolerant”. DEC
is decidedly vague when questioned on the likely availabil-
ity of “fault-tolerant™ features. Furthermore, VAXclus-
ters are presently limited to high-end VAX processors (750
and above), which would make a fault-tolerant VAXclus-
ter (if the software existed) expensive relative 1o most
competitive products.

NCR has recently introduced its “Incremental Architec-
ture,” which forms the basis of a loosely coupled fault-
tolerant system based on NCR's mainframe processors.
Hewlett-Packard has already announced a number of high
availability options for applications such as process con-
trol on the HP 1000, including Systemsafe/ 1000 and
Datasafe/1000. We believe that HWP is examining the
broader application of fault-tolerance to its products.

Loosely Coupled vs. Tightly Coupled:

the Argument Continues

Tightly coupled systems, such as offered by Synapse and
Sequoia, promise greater price/performance and flexibil-
ity than loosely coupled systems. However, the jury is still
out. Two key concerns center on whether contention
among processors will degrade performance in large con-
figurations. For simplicity and maximum reliability, we
lean towards the proven (i.e., by Tandem) loosely coupled
approach. Tightly coupled systems bring more potential
for error. For example, the single operating system or
shared memory of a tightly coupled system can represent
areas where a failure could crash the entire system. How-
ever, for superior price/performance, the tightly coupled
systems could potentially have an edge if the contention
problems referred to in our earlier report on fault-tolerant
systems can be successfully overcome.

UNIX: A Major Opportunity for the New Players

While the traditional vendors are struggling to add fault-
tolerance to their well-established systems, a new opportu-
nity is emerging that offers startups a way to reduce some
of the marketing obstacles discussed earlier. The vehicle
for this is UNIX—the new “standard" operating environ-
ment developed by Bell Labs.

Although small today, the catalogue of UNIX-based ap-
plications software is likely to grow rapidly over the next
few years. (For a more detailed discussion on the signifi-
cance of UNIX see our 1/6/84 Status Report, “UNIX—
Breaking Down Barriers in the Computer Industry™).
UNIX has broad applicability, and mirroring the non-
UNIX world, demand for fault-tolerant UNIX systems is
also likely to grow rapidly.

From the perspective of the small startup, UNIX has tre-
mendous benefits. First, it reduces the software develop-
ment effort necessary to bring a product to market—and

-

thereby avoids the pitfalls that Synapse has had to face.
Second, it is likely to provide the vendor with a fasr grow- .
ing range of applications software. This advantage is not
shared by vendors with proprietary operating systems,
such as Stratus and Synapse, whose growth is likely to be
constrained by the availability of third party software.
Third, and perhaps most significantly, neither Tandem nor
the traditional vendors (with the possible exception of
AT&T) appear likely to pursue the UNIX market for
fault-tolerant systems, at least in the near term. The pro-
jected explosive growth of the UNIX market in 1984-86
creates a significant opportunity for at least one of the
UNIX-based fault-tolerant vendors.

The perceived advantages of being the first of the new
breed of fault-tolerant vendors may be quickly eroded if
UNIX takes off rapidly. Some of the most interesting
players that will soon be shipping UNIX-based products
in this area are Auragen, Computer Consoles, Sequoia
and Tolerant Systems. Other players include AT&T, No-
Halt (which arose out of the now defunct DOSC Inc.) and
Parallel Computers. However, this area is attracting con-
siderable interest today and the list continues to change.
(Encore, the start-up founded by former Prime chief Ken
Fisher, is likely to enter the market in 1985).

ATET

AT&T recently introduced a fault-tolerant machine, the
3B20D. Priced around $400,000, this machine is essen-
tially a redundant version of its 3B20 minicomputer. Al-
though marketed by the might of AT&T, we find that the
3B20Dis one of the least interesting of the fault-tolerant
systems available today. First, its relatively high price sug-
gests the syst¢m should be applicable for large scale appli-
cations and less interesting to OEM customers. Neverthe-
less, lacking an experienced computer marketing
organization or a large installed base of customers, AT&T
appears to have decided to market this system primarily
through OEMS. There is little or no application software
today for large scale UNIX based transaction processing
applications, which will be considerably more of a factor
for AT&T than small startups whose growth will parallel
the growth in UNIX software. Whereas most other
UNIX-based fault-tolerant vendors have made significant
modifications within UNIX to handle commercial transac-
tion processing applications, AT&T’s vanilla version of
UNIX is unsuitable for transaction processing applications.

Auragen

Auragen changed its name from Parallel Computer Sys-

tems on April 1, 1983 to avoid confusion with Parallel

Computers Inc., of Santa Cruz, CA (which is headed by

Charlie Ryle, formerly VP Marketing at Tandem). About

six to twelve months behind schedule, we understand

Auragen now has three orders (including one from a Tan-

dem OEM), one system in Beta test and has shipped a

number of additional systems to its European partner, .
Nixdorf.
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An Auragen System 4000 comprises from two to 32
loosely-coupled clusters. A two cluster system has an entry
price of $138,000. (A non-fault-tolerant single cluster is
also available at $68,000). The product is targeted at large
transaction processing applications.

Each cluster includes three Motorola 68010 microproces-
sors tightly coupled with its own memory (up to 8Mb) and
operating system (Auros—Auragen's adaptation of UNIX
System I1I). Two micros share the cluster’s applications
workload, while the third, the executive processor, handles
core operating systems functions including fault-
tolerance. A cluster can also include other micros to sup-
port terminals and disks. Clusters are coupled together
across a very high speed (dual 16Mb/sec) bus. (For a com-
parative description of the approaches used by Tandem,
Stratus and Synapse see our'/20/83 Starus Report).

Every program running in an Auragen system has a
backup copy on standby on another cluster. Whenever a
message is input, a duplicate copy is sent to the backup.
The backup also keeps count of each time the primary ap-
plication processor writes to a disk. If a failure occurs (de-
tected by the absence of an “1'm alive™ signal), the
backup processor takes over and begins 10 reprocess the
input message. However, it does not necessarily write data
to disk. The count tells the backup how many writes the
primary had initiated before the failure occurred. There-
fore to avoid a double update, the backup only actually
writes to the disk after it has discarded writes already ef-
fected by the primary. The recovery delay after a fault
could be considerably longer than on some of the alterna-
tive approaches—perhaps 5-10 seconds.

One of the risks of the Auragen approach we feel, and a
factor in the delays it has faced, is its relatively complex
approach to fault-tolerance. The project is already falling
behind schedule. (Partly as an attempt to regain some lost
ground, Auragen has recently shifted from end-user to
OEM marketing).

Computer Consoles

Computer Consoles (See our 6/22/83 Basic Analysis and
subsequent Updates) is a leading supplier of fault-tolerant
systems to the telephone industry, with 1983 revenues of
approximately $100 million. It has recently added a range
of UNIX-based systems to its telephone industry prod-
ucts. These include a 32-bit supermicro (the Power 5/20),
a fault-tolerant supermini (the Power 5/55) and a sophisti-
cated office automation system for UNIX environments
(OfficePower). Revenues from these new products
reached $5 million in 1983 and are projected to grow rap-
idly in 1984 and 1985.

The fault-tolerant 5/55 was launched last August, proba-
bly a little too early. We believe that first production ship-
ments are now underway, slightly behind CCS’ original
schedule. Early customers include Hale and Doore, British
Telecom, Rochester Telephone and Merrill Lynch. Follow-
ing some independent 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 less suitable for update-
intensive applications such as electronic banking. (The 5/
55’s architecture is described in our 6/22/83 Basic
Analysis). For this reason, we believe that the federal goy-
ernment may represent one of the larger potential markets
for the 5/55.

Parallel Computers

Parallel has recently introduced a $75,000 fault-tolerant
system. The Parallel 300 Model 30, which is targeted at
“operational information system applications". With a
low price (its price for a redundant configuration is one
half that of its nearest competitors, Tolerant and Aura-
gen), Parallel is targeting the OEM market. However, the
system only delivers the effective power of a single Mo-
torola 68010 processor (using an architecture somewhat
similar to Stratus), considerably less than its computers,
most notably, Tolerant Systems. Even more significantly,
like the AT&T product, the Parallel system also does not
possess the modular expandability necessary for many
transaction processing applications—it is a much simpler,
fault-tolerant minicomputer.

Nevertheless, we believe that Parallel's product is likely to
fill a significant need fpr simpler, lower priced but reliable
systems in many traditional minicomputer markets.

Sequoia

Although we had recently all but written off Sequoia as a
potential high-flyer, we are now far less negative about its
prospects, Despite having one of the most innovative
fault-tolerant architectures that we have seen, Sequoia has
focused little on marketing—vital in this increasingly
crowded area. A combination of problems led to the de-
parture of two founders in 1983, including former presi-
dent Allen Burgess.

However, the company appears now back on track. We
are impressed with the new management team, headed by
Warren Tyler, former president of Data Terminal Systems.
Jack Stiffler, who has considerable experience in the de-
sign of fault-tolerant systems for the space program, is an
original founder. Tyler has added Phil Bernstein (formerly
an associate professor of computer science at Harvard, an
expert in operating systems and database, and codeveloper
of CCA's Model 204 database system) as VP of Software,
Herb Spivak (formerly with Prime and Honeywell) in
charge of manufacturing, and two former Tandem mar-
keting executives, Al Deimaggi and Bruce Karlson. The
product’s technical problems appear to have been resolved
and Sequoia is now close 1o a deliverable product. Delays
at many of the other startups mean that Sequoia has not
lost much ground from its problems in 1983. Sperry has
recently invested $2 million into Sequoia, and may be
planning to market its product to the federal government.
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Sequoia’s system combines many of the key features of
the Stratus and Synapse approaches described in our Jan-
uary 20, 1983 Status Report. Like Stratus, Sequoia uses a
comparator approach—“hardware based fault-tolerance™
as it has come to be known. However, whereas in a Stratus
system modules are loosely coupled together, Sequoia has
adopted a tightly coupled (shared memory) approach simi-
lar to Synapse's. The net result, however, could be a more
expensive solution than some of the other approaches.

Tolerant Systems

Despite being one of the later entrants (it was founded in
July 1982, with Fred Adler as the primary backer), Toler-
ant has made rapid progress, having learned from the mis-
takes of others. It has already shipped its first (though not
yet fault-tolerant) UNIX-based system to General Instru-
ment. Tolerant has the potential to move quickly into a
prominent position, with an exciting product and an es-
tablished salesforce already in the field (mainly ex Tandem
and Stratus).

We are particularly impressed with Tolerant's strategy,
which is geared to limit risks more effectively than most of
its competitors. Its choice of a loosely coupled fault-
tolerant architecture provides a number of benefits. First,
it is a more proven technique than tightly coupled systems.
Second, it allows Tolerant to enter the market with a com-
petitive system, adding fault-tolerance later. (It does not
have to deliver everything on day one). Tolerant has also
hired individuals experienced in the development and mar-
keting of these systems, including some from Tandem
(most notably Jim and Shirley Henry, who were formerly
Manager of Competitive Marketing and Manager of
Product Marketing at Tandem) and even from newer com-
petitors such as Synapse.

Based on the powerful National 16000 microprocessor
family, Tolerant will be one of the first vendors to deliver
hardware based on the new generation of full 32-bit mi-
croprocessors. (Vendors using 68000 microprocessors are
likely to have to redesign their hardware to move to the
full 32-bit 68020, expected in 1985). The Tolerant system is
based on System Building Biocks (SBBs) that are loosely
coupled together by two coaxial cables, Each SBB will in-
clude two NS32032 microprocessors (one for applications
processing and one for operating systems functions) and
up to 16Mb of memory.

Early benchmarks indicate that the system should offer
significantly greater price/performance than fault-tolerant

systems based on the Motorola 68000 family. The system
will be priced aggressively (Tolerant claim $25,000 per
MIP) and marketed primarily to OEMs. Despite its late
start, Tolerant has already surpassed Synapse, with over
£7 million of orders now signed.

Like Tandem, Tolerant realizes that fault-tolerance is an
increasingly necessary but insufficient condition for suc-
cess in the transaction processing market. It has therefore
invested heavily in software development, and is building
a comprehensive set of development tools geared to help
its OEM customers to rapidly build fault-tolerant transac-
tion processing applications in a UNIX environment,
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Rating: Unattractive

FY 9/30 1984 1985 1986E
Ql $0.24 $0.34 £0.19
Q2 0.05 0.16 0.08
Q3 0.23 0.06 0.24
Q4 0.29 0.27 0.40
Year 0.81 0.82 0.90
P/E — 22.8 20.8
Div — A= =
Yield — —
Secular Growth Rate 15-20%

Summary

Tandem is a threatening competitor for IBM in the on-line
transaction processing (OLTP) market, a market tradi-
tionally domipated by IBM mainframes. So significant is
the threat that IBM has mounted a determined effort to
arrest the progress Tandem has been making in large, pre-
viously “all blue” IBM accounts. While we are still confi-
dent that Tandem has sufficient competitive advantage to
sustain long-term growth of 15-20%, we remain cautious
over the near-term earnings outlook. First, investors may
be reading too much into the strength in demand seen in
the final quarter of fiscal 1985 (ended September), espe-
cially after an unusually weak third quarter. Second, as we
had anticipated, IBM is going ahead with its plans to mar-
ket the Stratus product now. At the very least, this should
extend Tandem's selling cycle. Furthermore, we believe
that Digital Equipment is also likely to make a significant
push into the OLTP marketplace within the next six
months. Third, Tandem's seasonally weak March quarter
is always a worrisome one. Moreover, the anticipation of
new products including “Check’ and “Nonstop EXP," in
the March quarter could further impact near-term order
rates. With the stock selling at 20 times our below consen-
sus fiscal 1986 EPS estimate of $0.90, we believe the possi-
bility of another earnings disappointment should not be
ruled out. Tandem consequently remains rated unattrac-
tive (4) and is likely to underperform over the next six
months.

“Check™ But Not “Checkmate”

Already in alpha-test and scheduled to go into beta-test in
December, Check is Tandem's first ECL (Emitter Coupled
Logic) machine, We expect the product initially to deliver
40-50% greater performance than Tandem's current high-
end machine, the Nonstop TXP. Check consists of a two-
board CPU, compared with four boards in the TXP. De-
liveries are expected to begin in March.

Strictly speaking, Check uses ECL circuitry on chip, but
TTL off chip. The product is based upon the Motorola
2800 ECL gate array family (the same family used in the
Data General MV20000 announced in mid-November).

Development was begun in October 1983, Significantly,
Tandem has benefited from a $5-6 million investment in
its own prototype facility which has enabled the company
to achieve 2- to 3-week turnaround on ECL chips instead
of 12 weeks from Motorola. Management estimates that
this has cut 6 to 12 months off the development time for
Check.

Check +, a version at least 100% faster than TXP, is ex-
pected to be rolled out less than a year after the original
Check introduction. However, we now believe that Check-
mate, a new low-end, CMOS gate-array implementation
of the NonStop architecture, will not be introduced until
1987—considerably later than we had anticipated. In the
meantime, we expect TNDM to introduce another repack-
aging of existing technology in the mid-range of its prod-
uct line.

NonStop EXP
We believe that Tandem’s product line will eventually be
broken down into three product categories:

* TX—High-performance, computer environment
systems.

¢ EX—Medium-performance, copier environment
systems.

and possibly:

* OX—compact, office environment machines.

Like the EXT, Tandem's forthcoming EXP system is not a
new processor but a repackaging of existing processor
technology with cost-effective peripherals that can be used

outside the traditional computer room environment (see
Table 1). Most significantly, EXP will move the perform-

Table 1

Systems Offerings by Environment

Environment Current Offering  Offerings by 1987
Computer Room TXP Check; TXP
Copier Environment EXT EXT, EXP
Office Environment None Checkmate
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PaineWebber

ance of TXP into a “"copier room” system. EXP will sup-
port both NonStop I (the same as EXT) and TXP proces-
sor boards in the same cabinet, We expect the machine to
be introduced at the same time as or soon after the Check
announcement. Besides using new peripherals, the EXP
will also feature a compact new I/0 board which makes
extensive use of CMOS gate-arrays and replaces at least
Jfive boards in Tandem's previous system.

More Aggressive Pricing: More Perceived Than Real?

When |BM began to distribute the Stratus Computer
STRA product, I1BM chose to price the S/88 higher than
its manufacturer had done. When it recently raised the S/
88 to “general availability” IBM chose to tag it at the
same price charged by STRA, However, IBM charges 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 significant change in TNDM''s pricing structure.
Basically, we expect TNDM to cut hardware prices and
raise software prices. Nevertheless, this could be perceived
as more aggressive pricing similar to what DEC has suc-
ceeded with for the MicroVAX 11, despite its high software
prices.

Tandem's Pricing Problem

Simply put, Tandem has one price. Since its whole philos-
ophy is based upon a modular approach (o Teach of given
level of performance instead of a discrete set of products
spanning a performance range, price changes can have a
dramatic impact at Tandem, For example, Tandem clearly
underpriced the TXP when it was introduced in late 1983.
Since the TXP offered almost three times the performance
of NonStop 11 for only a 30% higher price, Tandem cut its
price/per transaction/per second of processing power so
drastically that it shot itself in the foot: In the following
quarter TNDM had an earnings accident.

Similar problems plagued the EXT introduction and that
of the new Guardian 90 operating system, which provided
a substantial boost in capacity—thus extending the life of
existing hardware installed. Therefore we are unlikely to
see a dramatic change in TNDM's overall pricing with the
Check introduction. Furthermore, our recent dealings
with management indicate that TNDM’s salesforce al-
ready believe the price is competitive, i.e., that the prob-
lem (demand) lies elsewhere. Consequently, barring the
possibility of considerably more aggressive pricing from
IBM and Stratus we expect Tandem to be able to deliver
on its promise to keep gross margins over 60% over the
next 12 to 18 months at least.

The Demand Side of the Equation
We believe that three key factors will affect demand for
Tandem systems over the course of the next 12 months:

* The IBM/Stratus Marketing push.
* The economy.

¢ New applications.

Can IBM Freeze the Market?

IBM is serious. Its Customer Announcement letter for the
System 88 (IBM’s name for the Stratus product line) opens
by saying that S/88 is “its mid-range fault tolerant offer-
ing." Other products are clearly planned. IBM is clearly
concerned about the initial perception that the S/88 was a
temporary, stopgap measure, The evidence supports a
concerted effort by IBM to hit TNDM. Specifically, indus-
try consultant ITOM International indicates that IBM is:

¢ Pricing S/88 aggressively (equivalent to Stratus pricing).

¢ Putting in place a comprehensive support structure to
support local IBM salesmen.

¢ Lining up ISVs (third party software vendors) and may
even market some software directly.

¢ Considering adding VARs/VADs to participate in the S/
88 program.

Why Is IBM So Intent on Stopping Tandem?
Simply put:

1) IBM does not like to lose, especially in its major ac-
counts. (TNDM claims 21 of the top 25 domestic banks
are its customers, as well as every major automotive
manufacturer in the U.S. and many in Europe).

2) It recognizes H/A (high availability) as a growing sen-
sitivity among its loyal customers. According to ITOM
International, IBM's top 75 accounts have increased
their expectations of overall systems availability from
98.3% in 1982 to 99.5% in 1985. (For further informa-
tion, see our original Fault Tolerant Status Report
dated January 20, 1983.)

3) In general, 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 secrets.”
(What customer, given a cost advantage by using
TNDM in a critical on-line application, is going to do
his competitors the favor of letting them know how he
did it?)

4) OLTP is one of the most important markets in the
computer industry. Instead of updating information in
batch fashion, companies are increasingly anxious to
have it kept up to date on a minute-by-minute basis.
Furthermore, new applications such as ATM and POS
could not exist without complex on-line support sys-
tems. OLTP is effectively replacing use of the batch
systems on which IBM mainframes evolved.

S) IBM does not have an effective solution. OLTP appli-
cations have very different needs from those of the
batch systems for which IBM mainframes were origi-
nally designed. They need:
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* Continuous availability (fault tolerance).

* Modular expansibility (The ability to add processing ca-
pacity in small increments).

» Networking and distributed database.
* Security.
* Low cost per transaction.

* Raw processing power. (Mainframe processing power is
not growing fast enough to handle the needs of an
increasing number of large on-line applications.)

[BM's customers have become increasingly aware of the
limitations of a traditional mainframe approach to solving
these problems, which has led to the growing recognition
of TNDM among major IBM accounts.

What Can/Will IBM Do about It?

IBM should never be underestimated. |BM's biggest ad-
vantage in OLTP has nothing to do with its products. Sim-
ply put, OLTP applications are so important to the cus-
tomers that implement them that vendor selection is the
dominant issue. The computer system is an increasingly
vital element of a company's product differentiation—as
firms such as Federal Express, GM and Citibank will
clearly attest.

Therefore, IBM does not (does it ever?) haxe to have the
best solution. However, the user community is clearly ina
quandary. IBM's early attempts at high availability (on the
Series 1 and 8100 series) failed miserably. While standard
database offerings such as DB2 and IMS increasingly of-
fer high-availability options, performance is a never end-
ing issue. (Many medium-sized OLTP applications can see
a day coming when a single mainframe's capacity will not
be able to keep up with the explosive growth in transac-
tion volumes.) IBM's solution for the biggest on-line
applications—TPF 2—is extraordinarily difficult to imple-
ment, and thus can only be attempted by IBM’s largest
and most loyal customers (Even some of those have found
TPF 2 far more than they bargained for).

Although we would be the last to claim that STRA's solu-
tion is in any way comparable to that of Tandem for so-
phisticated OLTP applications, it provides IBM with some
answers. First, it allows the IBM salesmen to claim, “*We
have that too,” when talking about fault tolerance. Sec-
ond, by “front-ending" an IBM mainframe system, the

STRA product could eventually address many of the
problems that the IBM mainframe strategy currently
faces. Third, (while we strongly disagree) Stratus is per-
ceived to have a superior solution to Tandem. The Stratus
product has momentum—it's “hot.”

In the long term, we believe IBM will add fault-tolerant
capabilities to its mainframe family in an incremental
fashion, and will introduce fault-tolerant versions of its
smaller systems. However, for the first time it has at least
a superficially convincing argument against Tandem. The
impact of the IBM/STRA program is consequently likely
to be a major negative for Tandem in fiscal 1986.

Hopes for a Strong Second Half

Al its recent analyst meeting, management indicated that
it remains cautious for the first half of fiscal 1986, and
that aggregate performance for the third and fourth quar-
ters of its fiscal 1985 is a better representation of the cur-
rent situation than the surprising strength seen in the
fourth quarter alone.

We remain concerned over the near-term outlook, espe-

cially for the second and third quarters of fiscal 1986.

(The first quarter should benefit from normal seasonal

factors.) Further, new product introductions can cause as

many problems as they solve for Tandem, due to the pric-

ing issue discussed earlier. We consequently project EPS

of $0.90 for fiscal 1986, with profits for the first half

down 46% and the second half up 94% over the year-

carlier periods. '

Prices of Companies Mentioned:
Citicorp (CCI—$46)

Data General (DGN—3$42'%)

Digital Equipment (DEC—3$116)
Federal Express (FDX—$51%)
General Motors (GM—S870%)

Int’l. Business Machines (IBM—$139)
Motorola (MOT—835')

Stratus (STRA—S$21'4)

PaineWebber Incorporated and/or Rotan Mosle Inc., an affiliated corpo-
ration of PaineWebber Incorporated, has acted in an investment banking
capacity for Citicorp.

PaineWebber Incorporated and/or Rotan Mosle Inc., an affiliated corpo-
ration of PaineWebber Incorporated, makes a market in Tandem and
Stratus.
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Signal delay in distributed RC tree networks.

Chengson, D.; Frazao, C.; Wang, H. W.; Billett, B.

Tandem Computers Inc, Cupertino, CA, USA

Conference Title: 1988 IEEE International Symposium on Circuits and
Systems, Proceedings

Conference Location: Espoo, Finl Conference Date: 1988 Jun 7-9

E.I. Conference No.: 11923

Source: Proceedings - IEEE International Symposium on Circuits and
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Publication Year: 1988
CODEN: PICSDI ISBN: 951-721-239-9
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DESIGN METHODOLOGY FOR SYSTEM CORRECTNESS: LESSONS FROM THE TANDEM
NONSTOP CLX.

Fu, Peter L.

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
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E.I. Conference No.: 11490

Source: 1988, Publ by IEEE, New York, NY, USA. Available from IEEE
Service Cent (cat n BBCH2539-5), Piscataway, NJ, USA p 525-530

Publication Year: 1988

ISBN: 0-8186-0828-5
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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
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E.1. Conference No.: 11490

Source: 1988. Publ by IEEE, New York, NY, USA. Available from IEEE
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Publication Year: 1988

ISBN: 0-8186-0828-5
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HIGHLY INTEGRATED, FAULT-TOLERANT MINICOMPUTER: THE NONSTOP CLX.
Lenoski, Daniel E.
Tandem Computers Inc, Cupertino, CA, USA
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E.1. Conference No.: 11490

Source: 1988, Publ by IEEE, New York, NY, USA. Available from IEEE
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Publication Year: 1988

ISBN: 0-8186-0828-5
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DESIGN CONSIDERATIONS IN REPLICATED DATABASE SYSTEMS FOR DISASTER

PROTECTION,

Lyon, Jim
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
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E.I. Conference No.: 11490
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NONSTOP SQL - A DISTRIBUTED RELATIONAL DBMS FOR OLTP.

Holbrook, Robert

Tandem Computers Inc

Conference Title: Digest of Papers - Compcon Spring 88: Intellectual
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E.I. Conference No.: 11490
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THERMAL CHARACTERIZATION OF A 149-LEAD VLSI PACKAGE WITH HEATSINK.
Wesling, Paul B.
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
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INDUSTRY APPLICATIONS FOR NETWORK SERVICES.
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Conference Title: Proceedings of the National Communications Forum.
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Conference Title: Proceedings of the National Communications Forum.
Conference Location: Rosemont, IL, USA Conference Date: 1986 Sep 29-Oct

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.
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Conference Title: Proceedings of the National Communications Forum,
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- Tandem ComPUterS InC e Software houses pleased with
Software House Survey Tandem products but uncertain
of its commitment to
cooperative marketing.
e o e Benefits to revenues and
~———-Carol E. Muratore, CFA earnings of larger software
Susan J. Griffiths library 12 months in future.
June 18, 1985
TNDM (16 1/8) -- OTC
Earnings Per Share Shares 52-
Eiscal Year Ending P/E  Ind. Opinion O/S Week
9/84 9/85E 9/86E 1963E Div, Xield N L I(mil.) Range
— $0.81 $0.97 §$1.26 16,6 -~ o S 42.2 29-13
R
g DJIA: 1301.76 Priced as of the close, June 17, 1985,
) SsP 400: 187.04

t:s with Tandem's limited software library in fiscal 1984,
(501 of total revenues were generated from new applications

and half of Tandem's new customers were obtained because of

specific applications software, 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 software houses. The
survey results were generally positive, but it will take
time for the positive steps Tandem has taken to influence
fundamentals.

While we would like to be more positive on the stock, we are
maintaining our 3-3 rating. As our survey results indicate,
there is still execution risk in Tandem's strategy. If
Tandem can implement its plans successfully, it should mean
sustainable and profitable growth, but 12 months away. In
the meantime, Tandem stock has a ceiling in the low 20s.

SURVEY SUMMARY

We surveyed software houses participating in the company's
Alliance program for cooperative marketing during the first
quarter of 1985, The results were generally positive:

S —

: N=0Up to 6 Months, L = 6 to 18 Months
l= Aggressive Purchase, 2 = Accumulate, 3 = Average Performer

4 = Swap, 5 = Sell
CORPORATE
INFORMATION CENTER
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Tander received extraordinarily high marks for its products.

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

Most respondents described their potential markets as big
and largely untapped.

Almost all respondents believed the slower revenue growth
Tandem has been experiencing is due to management actions.
The consensus that a slowing growth rate is not due to any
limitations dictated by market potential is encouraging.

On the negative side:

508 of respondents believed that Tandem was not committed to
third-party software houses.

Many complained about a lack of guidance from Tandem
regarding product direction.

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

MANAGEMENT 'S _RESPONSES TO QUR SURVEX

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 2 consistent
manner. Managenent stated it has addressed these issues and
perceptions should be improving.

Product direction has not been clearly articulated because
the company has not had its product priorities in focus.,
The company is currently in the process of explaining its
plans to its field organization and customers.

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

Tanden's management agreed that its slower than expected
revenue growth is of its own doing and believes that
epplications software for its targeted market segments--
Manufacturing, Banking, Telecommunications, Point-of-sale,
Airlines and Federal Government--will be key to generating
higher revenue growth.
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RESPONDENTS PROFILE
Fifty-three percent of the 47 software houses listed in Tan
Alliance Directory (October 1984) responded to our survey.
of the respondents were not actively marketing software for
Tandem. Our responses are tallied from the 20 software
houses (43% of total) that completed our written questionnaire.
In most cases, we followed-up with in-depth telephone interviews.
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TANDEN ALLIANCE PROGRAM
SURVEY OF PARTICIPANTS
PRODUCT DESCRIPTION
Responding softvare vendors by industry:
Number of Vendors

Banking/Finance 8
Manufacturing 5
Non-Financial Service ]
Communications |
Cross Industry,

2 General and Miscellaneous 5
Total 20

NOTE: All but one of five vendors in Manufacturing has packages
installable at customer sites now.

QUESTION: Bow long have you been shipping your product?

Mary Softwere Houser Recently Recruited

. 33
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Firnt Year Proouct Shipgea

Tows Resporan 18
Conclusion: Assuming 6 to 12 months for selling cycle, there
could be more market impact in 1986 than 1985 from newer
packages.,

QUESTION: BHow many installations do you have currently?

Two Thirds of Respondents Have Fewer Than 20
Installations At Present

i . 36 B
PSS
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15 610 1120 230 N40 180

Number of installations
Total Responses 18

Conclusion: This is an 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.-

-
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QUESTION: BHow many installations are planned for the next six
ponths?

Over Eighty Percent Expect Installations
of 10 or Less During Next Six Months...

SR “\$ Y
610 1120 2130 3140
Number of Planned Installations

Total Responses” 18

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

Conclusion: Tandem's revenue boost from software houses still
modest; more and larger software is required; more and better
Tandem support to maximize their geographic penetration.

QUESTION: What is the price range of the product?

Almost 40% of Packages In $300-500k Price Range...

g
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$10-100 $ 100-300 $ 300-500 $ 500-1,500 $ 1,500.3,500
Product Price Range
Totwa! Responses: 18 (In § Thousands)

Conclusion: Expensive packages, concentrated in Banking/Finance
and Manufacturing, are important strategic sales for Tandem; the
applications are critical to the end users.
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RESPONSES BY INDUSTRY:
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QUESTION: What size company Or organization would use your
software?

Over 70% of Software Packages Aimed At Fortune 1000 Market...
8
38.9%

22.2%
24 - - ; \ \\\\X . &E‘Q\\Qx \\f\ \:;5 .
= S . LR RN NN

Number of Responses

IS N
Small All
Medium Sizes

ize of Compan
Tota! Responses: 18 g p—

Conclusion: Tandem's focus is on the Fortune 1000 market, with
the greatest revenue potential and also the stiffest competition.
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Bars g F g Pashiage: Aawwdt At Lavgest Contomers. Manulacturing At Second Fortune 500

Conclusion:
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Newer markets for Tandem less focused than

resources and skill to penetrate.

ance on very large users; but will require more

QUESTION: Does your program run on NonStop I+? NonStop I17?
TXP?

Conclusion:

capable of running all Tandem software,
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Tandem needed the recently int

processor range.

QUESTION:

Conclusion:

Is your product (A) typically the
bhardware sale,
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roduced EXT system,
to plug gap at low-end of

reason for the

(B) sold as an additional application

at existing Tandem sites,

or (C) either can be the

case?
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Tandem sales support is

"

Key * As Sctrmare mmor o hardwste Wit
B+ Sottears w0ic I 80K 10N RO LAY ST
of renting Toncem wte
€+ Eare: com De the coae

critical to sales.




Prudentia!-Bazh:

Securities
RESPONSES BY INDUSTRY:
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Conclusion: More selling of Tandem systems required outside of
Banking/Finance, where there is an obvious fit, This underscores
need for more effective sales and marketing.

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

Almost All Software Houses Planning to
Support New Lower Priced Processor...

94 1%

-
o

124

Number of Responses

YES NO
Total Responses: 17

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

Conclusion: Lower priced machines access more potential
customers. For software houses with fixed costs for software
development, lower entry level prices are always important.
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QUESTION: If yes, will this be important to your marketing?

Eighty Percent of All Respondents Believed Entry
Machine Would Be Important To Marketing Efforts...

16
5
g:z TN
5 o \
2\ LR H6
z 4 _ AN SRR ;}b._-.\}?t_\_\f‘i‘~;‘;~r-‘.z NN
YES NO

Tota! Responses: 15

NOTE: 1 of 4 Cross Industry and 1 of 1 Communications companies
responded negatively.
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SOETWARE BOUSE PROFILE
QUESTION: What is the size of the salesforce for the product

ment ioned?

90% of Reipondents Have 5 or Less Sales People
Dedicated to Tandem Software Products

N
4 BS 5N
B WL
. =
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g N 10 5%
- — '
0 5 6 10

Sre of Saver Force

Tow' Reporam 1§

Conclusion: Tandem needs more and bigger software houses to
leverage applications. It also must devise ways to help the
smaller software houses reach the entire installed base.

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

Halt of The Packager Reguirt Si Monthy o longe Selling Time
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Tote Rewpomwry 16

Conclusion: Benefits to Tandem of additional software houses not
immediate; may be 1986 or 1987.

RESPONSES BY INDUSTRY:

Banking Finance Package Show the Longet Selling Cycle
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Conclusion: Selling cycle longest in Banking/Finance; Tandenm's
diversification efforts into Manufacturing and other areas may
shorten selling cycle. {
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QUESTION: Does a sale require cooperative customer sales efforts
with Tandem?

Two thirds of Sales Require Joint Efforts of Tandem and Software Houses. ..

YES NO SOMETIMES

Totws! Responses: 20

Conclusion: Tandem must have an effective sales and marketing
program for third-party software to be successful.

RESPONSES BY INDUSTRY:

Manutacturing Applications Require the Most Tandem Direct Effont

1 Men Foapne i Sivce 2 Communwi.om 3 Marufactuing 4 Barking Fonpnce § Crom Ingurtny
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1oy 1oy oy Ty Ll L}
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Conclusion: Manufacturing newest market for Tandem and most
competitive; it requires most direct sales effort from Tandem.
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QUESTION: What are your estimated total revenues for 1984 and
projected revenues for 19857

Sover vy Paroeet o Sofwere Housh Unae: 310 M Lon In Tote Revenun

s "N

g s SEm—

] 3
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"W s
Tos Regueen 14 17 1

Conclusion: Tandem software houses are small and will recuire
Tandem support to leverage their applications to a broad base of
customers.

QUESTION: Are you staffed to exploit your total market
domestically and internationally?

Esghty Percent of Sottware Houws Not Sutted 10
© Expioit Current Market Potential

Tow' Rewponses 19

RESPONSES BY INDUSTRY:
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QUESTION: Are your sales and sales efforts focused in certain
geographic areas?

Seles Efforn Limited Geographically For 75% of
Rewpondents

YES NO

Tots Resporses 20

Conclusion: Sales efforts limited by resources cf small software
houses and often focused on Tandem's installed base, which are
potentially easier sales, rather than on new custorers. Good
management of marketing effort needed by Tandem to gain maximum
advantage from applications availability.
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EARKET INFORMATION
QUESTION: BHow large do you estimate the market for your product
to be?
Malf of The Respondents Estimated Market Size At Over $100 Million...
¢
: 50%

/Z%"r 14 3%

$100-S1000 $2000-S5000

14 Estimated Market Size
POLE FRHDSN0s (In $ Millions)

ZA

Conclusion: Market size not a constraining factor in any of
Tanden's markets. Critical path is Tandem's learning how to
exploit markets most effectively.

QUESTION: Bow much of this estimated market has been penetrated?

75% Believed Market Penetration Under 10%... ..

-
& o™
|

RS =

Market Penetration

Tota! Responses: 16

NOTE: No material industry differentiation in responses.

Conclusion: There is large growth potential for Tandem.




QUESTION: 1Is there much competition?

Two Thods Fert Theo Market Segment Competitive
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Tow Rewporans 18

Conclusion: Much of Tandem's success will depend on how well it
deals with competitive pressures as it moves out of niche markets

into broader areas like manufacturing.

RESPONSES BY INDUSTRY:

Bard g ¥ inance And Man fatuning Vewsd Az Most Competitive
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QUESTION: What hardware does the competition

DEC. Tandem and IBM Most Often Cited Competiton
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Tow! Resporses 23

Conclusion: In many areas, Tandem software houses compete with
one another. Otherwise, Tandem must compete with marketshare

leaders IBM and DEC.
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QUESTION: Do you consider Tandem processors an advantage or
disadvantage?

Most Conpder Tandem A Marketing Advantage

i # S T
‘Sﬁ\ \ :
T . \

EALY 7%

Dnadvantage Both

Conclusion: Software houses have chosen Tandem as a superior
technical solution for their specific applications.

QUESTION: Is fault-tolerance a major selling point in your

market?
Fault Tosersnce Magor Selling Pourt For 0% of Repondenty

an

o

YiEs L *] SOMITIMES
Tow Mepores 10
Conclusion: §Signs of niche market applications in high
percentage of respondents seeing fault-tolerance as major selling
peint.

RESPONSES BY INDUSTRY:

Fault Tolersnce Mort Important In Communications And Banking Finance Applcatons
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Conclusion: Tandem needs to compete on other system attributes
beside fault-tolerance outside of -Banking/Finance.
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QUESTION: Bave you implemented fault-tolerance in your

application?

TO% of Respondents Heve Implemented Fault Tolerance. .

%

TR
RRRRRNRN

YES NO SOMEWMHAT

Tow Reporen 20

Conclusion: Bigh percentage of fault-tolerance implementation
reinforces niche characteristics of software houses.,

RESPONSES BY INDUSTRY:

Bark ing Finance Applications Heavweit Usen of Fault Tolersnce Characterntics
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QUESTION: Does your program run on equipment other than
Tanden's?

Nearly Half of Respondents’ Software
Supports Other Vendors...

———
56.3%

YES NO
Tota! Responses: 16

Bquipment other than Tandem's mentioned in response to previous
guestion:

IBM. DEC And H-P Most Frequentiy Cited...

5 N N
f o=

Total Responses: B

Conclusion: Tandem's competition is not Stratus, but marketshare
leaders IBM, DEC and E~P. Although Tandem's system is better
suited for certain applications it must be competitive with these
broad-based suppliers to grow in the general transaction
processing market.

-18-
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Which vendor was your original hardware platform?

Tondes Mgt Likety To Be Orpnal Vendor
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RESPONSES BY INDUSTRY:

Open To Addinonal Vendor

7 Commur<m .ons 3 Mgnyteciuing 4 Bark g Founce % Crom Indwstty

Tots' Resporses )

Conclusion:
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There is more competition in Tandem's newer targeted

markets than in Banking/Finance.
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Additional wvendors pentioned in response to previous question:

Mentioned Number of percent of
Yendors Responees
I1BM 4 50.0%
Data General 1 12.5%
pigital Equipment 1 12,5%
ﬂewlett-?ackard 1 12.5%
INTEL 1 12.5%

QUESTION: gxpected tipe frame?

Half Would Add Another Vendor Within 12 Months...

3
% 33.3%
o
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%
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1Year 3 Years Ongoing
Expected Time Frame

Total Responses 6
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EXPERIENCE WITH TANDEE
QUESTION: When did you choose Tandem as a hardvare vendor?

70% Rasgondents Chose Tandem Three or More Years Ago

WwWe T W0 B2
Tow Mewperses 17

tioned for choosing Tandem as a hardware vendor -= in
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Many software houses chose Tandem over 3 years ago
ie was on fault-tolerance; these are niche market
rrently stressing transaction
hich was the reason for choosing

Conclusion:
when emphas
applications. Company is Cu
processing and modularity, W
Tandem in fewer cases.

Are you pleased vith your decision?

derts Happy With Choser O Tendem

QUESTION:

85 Of Respony
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¢ 3 - = 2’:"".’ = T
y:wr.-u1

YiS L

Tew Feporwn 20
conclusion: This is a very high satisfaction level. The complex
taskes Tanden's software houses are trying to accomplieh are well-
suited to the capabilities of the Tandem products.
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QUESTION: What are the major advantages of using Tandem?
Fault Tolerance Still Viewed As Major Advantage
5 outt Toterance Relibility /f/////////_,y// ///, /4, // 27%
Ease of Networking Communications 2 2z - ’///"/;2 16.2%
£ » pandab ity Modulanity 7z 7 = 4 16.2%
Yramaction Procesung //// B.1%
Good DEMS/Good File System 777 A 108%
Good Development Tools ZZ 74 108%
Market Recognition %?;/,/J’ A 5 4%
Agressive Salesforce A 27%
Marhet Niche ?/‘22 2.7%
1 1 1 L ' 1 1 1 I i 1
0 ¥4 B 6 B 10 12
Totsl Responses. 37
QUESTION: What are the disadvantages of using Tandem?
Hardware Cost Still Most Frequent Complaint
Hardware Cost/NO Entry Leve! System \\X\ \\1\\\\ \\\\\\\Q\\\\\\\\\\\\ \\ 22%
Poor Market Recognition/Not 1B \\\\\\\\\\\\\‘\\\\\\\\\\\\\ 17%
Siow Batch
Lack of Software iClosed Architecture g 0.8%
Lack of Corporate Direction \\\\\\\\\\\\\ 9 8%
Poor Development Tools \ \\\\\\\\\\ 7.9%
Poor OEM Discounts z Ba
Ditficult Real Time Applications 2 5%
Lack of Communications 25%
16-Bi1 Processor 3 25%
Favoritism to Cerun Software Vendors N‘Q\\% 25%
Very People Intensive = 2.5%
Transaction Processing 25%
Sales Effont “QJ‘ 25%
| 1 1 1 1 1 1 | 1
1 2 3 - 5 6 7 8 G 10

Total Responses: 41
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QUESTION: What is your opinion of Tanden's TXP processor?

TXP's Power and Thruput Seen As Major Strengths ..

14 2%
= e r";’_i:'/.::// “3
Soeed Trhvupat  Modularity Hardwa'e Poot Memory
o Powet Cont Batch
STRENGTHS WEAKNESSES
Totsl Responses 7

Totsl Responses 11

with TXP, Tandem has not altered historical trade-
d transaction processing Versus weaker batch and the
laint of higher cost. As Tandem pursues more
petitive markets, it will need to improve

Conclusion:
offs of goo
freguent comp
painstream and more com
on its weaknesses.

Wwhat is your opinion of Tandem's new personal

QUESTION:
computer?
Wesk Response To Tandem’s Personal Computer
10
F oo
g
g 6
j ,
i e €7
0
Poy tiet
Yot Resporany. 15
Reasons mentioned for negative opinion of Tandenm's personal
computer:
Cost Is Major Disadvantage
3 ]
£ e
&
- 4
£ 2
2
L+
Tow' Rewporme 7
Conclusion: Tandem's PCs will meet same fate as other non-IBM
h-volume product like PC

systems vendors. Beating IBM in a hig
will not be possible.
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QUESTION: What products are you most interested in seeing Tandem
release? Scaleofl- 5 (1 =highdegree of
interest, «. 5 = no interest).

A Low-priced Processor and Better Programming
Aids Wost Desired New Products

tof tof tof ¢ of tof
e 1's Toeal 2's Toal 3'g Total 4's Toeal 5's Toeal TORL
WL — —————--——————-—-———-——-——-
lowgriond, @Lry-lee] prioesces 1.6 1B A 1 56 2 e 1 56 1 566 1B
Ao KT artiulles 2.4 7 & 2 LB 3 7.6 3 1.6 W Y
2.6 ¢e 25 4 23 ¢ ns 2 L& 3 17.68 17
hagh ey OGS 2.8 ¢ B 1 58 7 A 2 n& 3 U6 17
ety W 3] 3 7.6 3 1.6 1 5% 5 B4 5 2.4 17
YN
;;njnnnumcnlU£Ji 2] 6 M 3 2.0 3 2004 2 1.3 1 6m B
T L Al 1.9 7 % 4 BN 2 AR 1 6n 1 6 15
mocy et e I coppet rdlity 2 6 % 5 AN 2 2% © 1 1B& 16
<o et 2.3 6 N5 3 1B.& 4 20 1 6= 2 2% 16
m‘mm
g 2.3 4 B 3 an 2 L& i 3 R 1B
dws to G bee 2.5 3 248 3 2.4 5 B 2 WA 1 70 M
e LGRS .8 T DX 2 Bw 1 &R 3 =06 2 7N 12
c 4 U8
f v .} 2 2.58
O 2 2.2
cﬂnuam.imxtbm 3.5 0 4 V& 1 2 6 .22 1
N 3.2 4 ¥4 0 0 4 ¥4 3 7R 1

Conclusion: Tanden needs to peef up the mundane parts of its
product line to compete effectively with entrenched vendors as

more than a niche company.
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TANDEN ALLIANCE PROGEAN
QUESTION: What advantages does the Alliance program offer?

Alk.gnce Prtpperts Dasted On Adeprtagn Of The Progrem

M

T S——T T ) 3

¢ ' b 3 4 ] &
Mg ot Rrpos ey

Yoy Neumewn 19

es of implenenting an

randem is in early stag
Much more support and

ftware house strategy.
{s needed.

Conclusion:
effective 80O
consistency

What are its strongest points?

Raterrely And Cot! Reductions Mot Popuis Pont

QUESTION:

f.
e D READOTES

Tow Reporws §

Tandem has made BOmM€ progress by setting up
pechanisms for referrals and hardware discounts. But follow
through, measured by responses toO the following two questions,

not yet effective.

Conclusion:

QUESTION: What are its weakest points?

Almost Hal! Respondent Do Not Beleve Tangem &

Commutment
Lt ! Commen ment Supee™ 108
. .
et Pt ren Lot air=e : 2 3 S 23
> D

o Frow Dewrogrmes Svites e 11N

~ :
e Oy ™
W}i-«:r-dnh’r!'@ R
Soiey Comemmsoor (o= te SoRwey [T 3 by

o aad
Mo Coooe ot e ASRIATY 1 1™
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1f you weie 2
Alliance progras, bas

Y o i ot Sy DMennn Sowe Tongee
e e

QUESTION:

LAY
!' =
f LB
4 1M
vis L
tow Nawran V)
. NOTE: Eleven of 15 respondents were Tandem
Alliance prograr.
QUESTION: Does randen offer you adequate support in

technical/development areas?

Rewgpondent Pamed W1h Techncs Suppont of
Proguits i Fala

© W

.

Yis

Terw Meygomen V0

rTandem's strengths are its products;

Conclusion:
ing are more of a challenge.

market plann
poes Tandem offer you adequate access to new
plans and direction?

Bt Doaststed With Gusdance About Produrt
. Dwrecron

QUESTION:

vis ~C

Totw Reporens 17
Conclusion: Tandem has confused
years; clearer product direction is needed.
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vandes software house before the
Alliance changed things?

software houses before

parket and

product

customers over the last twoO
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Conclusion:
competitive with IBM and DEC.
is not there yet.

that it

QUESTION:

QUESTION:

_Prudential-Bach:

o~
-

it S

Does Tandes offer you adequate discounts and financial
support/incent ives?

v g On Aty o tvenens OF

Fogrn a0 IR0 1wl
0
L] s
B e —————— Tﬁ‘ﬂ-‘\"‘“‘!-“-\-ﬂ
|
L]
}l-t
1
L
-
L
vid N
Tew Rawporans 18

To attract software houses, Tandem will need to be

The following response indicates

po other vendors offer better discounts and/or
commissions?

None Balsmve Tondem 'y Incentiven Better Than Othe: Vendon

L . e o]
= "
i
L

9%
—————rry

&=
- | l
8 3
vES Le DONT KNOW

Tow' MRpor il

Bave Tandem Salesmen an incentive to refer business
to you?
Only Mal! Belwved Tandem Salesmen Incented To Refer Them Business
. (They Al
NN,
i3 N sl
R 3 LA NN N
z =3 1 -
4] -]
YES NO DONT KND
Tow Remorun 1B
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QUESTION: DO they do so?

e Soimtiorm Polion Tawough Comd in Only I8 a4 O Responses

y  —
1
..... .
|
NI
r--- -1"«‘-;-----“-_“
i < M
: rq—--?‘f-,,ﬁ‘_w‘r“
: f SESSSSS _
'? : g S =
: {
L SOMEWHAT

jusion: Geographic consistency and better management needed

Conciuga

to exploit available software.

QUESTION: 18 randen's current market organization and direction
pelpful to you?

o Conceniut On Tendem Market Strategy
t L
.' b - - - e ] 418
: z_—-—.. T ————
d 6 ¢ \
- { \
{ ]
g ¢4 ' A
L 3
1 : \ 63
% R T
oA A !
YES NO D-_."...
Tow Reiponw ¢
conclusion: randem has not generated clear enough gignals OVer

last two years for a concensus of opinion to have been reached.

QUESTION: Bow does randem's Alliance program compare to other
hardware vendors' arangements?

Only 20% Give Overall Favorsbie Ruting To Alliance Program

-
™
w0

71 4N 21 4%

e ————r

]ﬂ'

MNumber of Rrannn ey
-
s

B e A

ot st
AhE

Favoiabit Avet 0 P oo Dort
Tow Responsn 14
conclusion: Tandem must compete with larger vendors for software

houses efforts; the Alliance program needs to become more
competitive in its incentive, gupport and execution.
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QUESTION: Are there any aspects of Alliance you would like to
see changed or improved?

s Devay: Yot sp Byi 1han

wrapet Bgues § LIRS ot

b AT v tp Comtpr Wgteth

L A D

= 0%

saw S Ralerey

-

0 ! 2 3 i 5
Numbet of Responses

Tow' Resporan 10

supporting

QUESTION: po you think randen's management is committed to

third-party software vendors?

Malf Do Not Believe In T

andem’s Commitment Another Third

Is Not Sure

Tors Respomes 16

RESPONSES BY INDUSTRY :

Manufactuning Sof tware Houms Mot Skept

:cal of Tendem's Commitment 10 Third Party Vendors

1 Non Fingncl Servaon 2 Communicir 0Nt 3 Manutactuning 4 Baniing Finarce § Crom incautry
a
50N TES
7 - 4 s, - i,..——‘
b R
- e t N
[} 2 - r . .
i R : L 5
g 100% YOO 1w NA ?‘ { 25
1 o : 3 p | \ . A\ |
= ) \ W\
\‘_ : \ \ 5, . AN \
0 3 | NN
YES NO Some YES NO Som Some vES NO Some vES NO Som™=
what woal wha what ahat
Yoty Reyponees A Tota Repomw 1 Taw Reipome & 1n1.'ilnar ey B Tow Retpories 4
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gps Ly ws ON_TANDEE
g recent aisappointing revenues and
ted your sales

work

vy

g “w

conclusiont R 4 issves of making Alliance program

oducts most important to gaining new
- g:owth rate to

pusiness.

and nev pt

YEs
Tow gl L[]
c°nc1union: randem has a loyal group of goftware houses whose
p:oducts it ghould exploit more aggressively.
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bappy with Tanden's
C) Sales Support,

sales Support And
pirection And Pricing...

- S—

o
’ A, 0. |
- 3
]
o : Ny
t T J
a4 3
\ {3 LS
i E
i
vis ~O DON'T KNOW
Tenw Rossmrers "
D Servee
| FE
Ny ———
} . .
® .
g ‘ :
e
%
1
1
YES L

conclusion
Tandem nee
competing

ds to be m
in its newer tar

ore aggre

sgive in pricin
geted markets.

-3]-

£ Promg
W
Wﬂvﬂ‘w‘“
Ea- NN NN i
S =" 20 : N ‘ P ia)
L - s
vis L% DO T KNOW
Towy Rrmpone 1%
same set of gtrengthes and

weaknesses :econfirmed.
g especially when




~ PrudentialBache

Securities

to enlarge their Tandem

Are these customers planning
lpplications?

(ﬁ"fﬂ:i*ﬁ
{nstallations and/or add nev

P D T i e e

(LY
' —1

L]

"
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Conclusioni Easy cxpandibility of Tandem BYS

custope! upgrades. additional Tandem products
1ication custorel expansions.

tems encouraces
would encourage

pore pulti-app
QUESTION: gave You observed puch turnover in the Tandem
salesforce?
Saim ' e T umove’ Noted By Over
! Rmporgent
w1
W 4 8 0

e T,

o B
YES wno
jgsues are often a

Ty Rmponen 8
galesforces
for companies in

There was no clear ind
4 or that there has been any n

and sales management
; arket focus to

e turnover has
n the

from one W

jcation that th
oticeable jmprovenment i

plove
quality of the salesforce.
QUESTION: 1s this turnover sglowing?
No Concensut On Whether T urnove* Is Diminishing
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Conclusion: _Ther€ is no sense that rTandem has accomplished all
that i8 required for it to rebound ghort term.
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prudentisl-Bache Securities makes a primary over-the-counter
hares of Tandem Computers, IncC.

parket in the &
85-602

Carol E. Muratore, CFA
(212) 214-1430

gSusan J. Griffiths
(212) 214-1472
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-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-
Fiscal Year Ending P/E Ind. Opinion 0/S Week
9/85 9/86E 9/87E 1986E Div. Yield N L (mil.) 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.

S&P 400: 229.56

Opinion Legend: N = Up to 6 Months, L = 6 to 18 Months
1= Aggressive Purchase, 2 = Accumulate, 3 = Average Per former
4 = Swap, 5 = Sell

INVESTMENT CONCLUSION
We have raised our rating on Tandem stock 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 progress made to date will improve
its earnings performance in fiscal 1986. Our FY86 E.P.S. estimate of
$1.05, recently increased from $0.80 per share, is based on these
factors:

* Margins have bottomed. Financial controls have already improved
gross margins; operating costs are management's fiscal 1986 target. wWe
expect operating margins to improve to 9.3% in FY86 from 8.0% in FY85.

* 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 Ql,

1986.



h: * More applications software will facilitate new business. Tandem
as finally forged a productive relationship with its growing number of +
third-party software houses. The new applications will help Tandem

Close more business.

Tandem needs to create a forceful marketing and sales program to
deliver its product message more effectively. This is the major unmet
challenge of 1986. It is also the difference between the company's
growing at 178-20% in revenues, which is reflected in our estimates,
and 30% per year, as it could with proper implementation.

Management is appropriately cautious and spending will be under
tight control throughout fiscal 1986. The first quarter of fiscal 1986
(December, 1985) earnings per share are projected at §$0.21, almost 40%
below fiscal 1985's first guarter. The March quarter has been a "black
hole" for earnings the last few years; we are projecting $0.14 E.P.S.
in second quarter FY86, 12% below prior year. A new high-end processor
will buoy revenues beginning in the first gquarter of calendar 1986. Its
major contribution will be to increase the predictability of shipments
rather than dramatically accelerate revenue growth. More stable
quarterly revenues, however, will lead directly to higher earnings per

ashare.

Qur earnings per share estimates are $1.05 for fiscal 1986 and
$1.50 for fiscal 1987. Our calendar 1986 E.P.S. estimate is §1.15. Our
earnings per shares estimates 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's increased product and marketing
aggressiveness (for Tandem, the IBM 308X mainframe series and 3380
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 controls, overspending, R&D
bottlenecks and lack of direction in the field organization.

disks,

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,
manufactured 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




with the recent operating system and disk introductions, will improve
overall system performance four to five times. The TXP and EXT will
migrate downward in packaging and price, which will give Tandem strong
price/performance across its product line. This aggressive
price/performance adjustment in the TXP and FXT lines should alleviate
a problem Tandem encountered when it introduced the TXP in September,
1983. TXP shipments grew very rapidly, but Tandem was surprised by the
fall-off in demand for its older systems as customers unexpectedly
viewed the TXP as a replacement for earlier products. This time,
packaging and significant price/performance improvements should
position all models well for continued growth.

new

Tandem gained good control over the productizing of R&D last year;
new products will be introduced on a more timely schedule than in the

past,

* Inaugurated financial controls and planning in most key areas.
The first to show improvement was manufacturing; fourth-quarter fiscal
1985 gross margins climbed to 63% from fiscal 1984's average of 59%.
Because of improved efficiencies in assembly and test, the company
anticipates 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 same expenditure level, therefore, Tandem will have 20% to 30% more
direct salespeople in fiscal 1986. There is considerable effort on
instituting better sales forecasting for improved predictability.

We are optimistic that structural changes in the field can improve
Tandem's profitability while increasing its effectiveness. Tandem has
spent about 40% of revenues on S, G & A; this is 10 percentage points
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
custom software group at headquarters. In the past, Tandem's local
sales offices have taken on sophisticated projects for customers which
have absorbed local resources for months, destroying sales
productivity. These projects will now be managed by a centralized,
revenue-generating group at headquarters, leaving the local sales

offices free for selling.

* Established a productive rapport with independent software
houses. After a slow start in early 1985, Tandem has taken the
initiative to leverage its expanding third-party software house roster
with equipment grants, investments 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 1s
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.




Marketing And Sales The Remaining Unmet Challenge

Whether Tandem's revenues grow at 17%-20%, as in our model, or at
30% depends on how the company directs its sales efforts. The
salesforce worldwide will be retrained in the first quarter of calendar
1986 to sell Tandem's existing unigue ability to integrate distributed
transaction processing with IBM mainframe data bases on-line. Tandem
needs a salesforce capable of differentiating its products and

targeting appropriate applications.

Whether Tandem is particularly successful at this challenge will
be more apparent in the second half of fiscal 1986, when other problem
areas have been resolved, the new high-end is shipping and more
applications software is available. Tandem's products and their
price/performance in on-line transaction processing maintained the

company's revenue growth at 27% in fiscal 1984 and 17% in fiscal 1985

despite the changes of direction at the company and a weak economy in
1985. A more focused and disciplined sales organization should be able

to do better.
Tandem is emerging from this three-year hiatus in a strong product

position:

* Its proprietary solution for the on-line transaction processing
0

sarket remains the best one for applications requiring over
transactions per second.

* Tandem's existing hardware and software platforms will be able
to support 1,000 transactions per second, deliverable within the next

two years.
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* Competition, whether from IBM or Stratus, is not functionally
equivalent and has not inhibited Tandem's growth. Tandem's own
limitations in marketing and selling efficiently have hindered its

revenue growth more than competition.

* The value-added in the high performance segment of the
transaction processing market is expected to remain high for the rest
of this decade at least. The market itself has been validated by IBM,
both with its OEM arrangement with Stratus and its own TPF2 operating

system software for IBM mainframes.

IBM will continue to win bids against Tandem at IBM shops. But
Tandem's higher performance solutions and IBM's own customers' demands
for OLTP have forced IBM to span a performance range of 15 to 150
transactions per second with four different, incompatible mainframe
software environments. This will ensure Tandem sales growth and

protect its product margins.

IBM's 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
business with this solution. Tandem, however, has a larger performance
range with one operating system and more communications and
applications software. As IBM begins national marketing of the Stratus
processors in first quarter, 1986, we expect Stratus' direct selling
efforts within the IBM customer base to diminish. 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 last 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 may be shorter.

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
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.

mainframe world.

Our fiscal 1986 guarterly projections, included in Table 1,
reflect a weak first half in revenue gains and a rebound in the second




half from new high-end processor shipments and more applications
software, Fiscal 1986 revenue growth is projected at 17.4%. Gross
margin is 62.5% for the full year. Our projections include strong R&D
spending, up 30%, and S,G, & A growth limited to 13%. Pretax margin,
»t 10.4%, is a substantial improvement over fiscal 1985's 9.0%. The
‘ompany's cash position is solid at nearly $130 million with less than
$5 million in long-term debt and $8 million in long-term capitalized

lease ‘ji)l jn}]t LONS .




Table 1

TANDEM COMPUTERS,

INC.

Quarterly Income Statement Projections
Flscal Year Ending September 1986

($§ Millions)

Part 1 of 3

TOTAL REVENUE

Product
Service

COST OF REVENUES
Gross Margin

RESEARCH and
DEVELOPMENT

§,G, and A
OPERATING INCOME
INTEREST, Net
PRETAX INCOME

TAXES
Tax Rate

NET INCOME

EARNINGS PER SHARE

Average Number of

Shares Outstanding

1Q 86E

$168

136
32

64
61.9%

21

70
13

2
15

6.0
42.0%

9.0
$0.21

42.0

Percent

Percent Change
of Prior
Revenue Year
100.0% 5.2%
81.0% 1.4%
19.0% 25.4%
38.1% 3.2%
12.5% 38.8%
41.7% 16.7%
7.7% -42.2%
1.2% 5.9%
8.9% -38.5%
3.6% -42.1%
5.4% -35.8%
-37.0%

1.78

2Q B6E
$165

132
33

63
61.8%

22

~J
N O

10

4.0
40.0%

6.0
$0.14

42.3

Percent
of
Revenue
100.0%

80.0%
20.0%

38.2%

13.3%

43.6%
4.8%
1.2%

6.1%

3.6%

Percent
Change
Prior
Year
12.6%

9.9%
25.0%

9.2%

28.8%
16.1%
-17.6%
27.1%

-11.3%

-9.8%

-12.3%
-12.6%

0.3%




Part 2 of 3

TOTAL REVENUE

Product
Service

COST OF REVENUES
Gross Margin

RESEARCH and
DEVELOPMENT

§,G, and A
OPERATING INCOME
INTEREST, Net
PRETAX INCOME

TAXES
Tax Rate

NET INCOME

EARNINGS PER SHARE

Average Number of

Shares Outstanding

Percent

of

3Q B6E Revenue

$190

155
35

70
63.2%

24
75
21

2
23

9.2
40.0

13.8
$0,32

42.8

100.0%

81,
18.

36.

12.
39.

1k.

6%
4%

8%

6%
5%

13

Percent
Change
Prior
Year
31.8%

32.6%
28.2%

24.7%

33.1%
7.9%
NM

54.1%

NM

477.9%

465.7%

Percent
of
4Q B6E Revenue

$210 100.0%

173 82.4%

37 17.6%

8 37:1%
62.9%

26 12.4%

80 38.1%

26 12.4%

2 1.0%

28 13.3%

11.2 5.3%
40.0%

17 8.0%
$0.39
43.2

Percent
Change
Prior
Year

20.8%

20.1%
24.1%

21.3%

21.8%
12.9%
50.0%
32.5%
48.6%

45.0%

51.1%
45.6%

3.8%




part 3 of 3

TOTAL REVENUE

Product
Service

COST OF REVENUES
Gross Margin

RESEARCH and
DEVELOPMENT

§$,G, and A
OPERATING INCOME
INTEREST, Net
PRETAX INCOME

TAXES
Tax Rate

NET INCOME

EARNINGS PER SHARE

Average Number of

Shares Outstanding

Source: Prudential-Bache Securities,

Percent

of

FY B6E Revenue

$733 100.0%

596
137

275
62.5%
93
297

68

76

30.4
40.0%

46
$1.07

42.6

81.3%
18.7%

37.5%

12.7%

40.5%

10.4%

Percent
Change
Prior
Year
17.4%

15.7%
25.7%

14.5%

29.9%
13.2%
35.8%
27.6%
34.9%

38.3%

32.7%
30.2%
1.9%

Inc,

10
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Tandem Computers - Company Report

(continued)

Table 2

TANDEM COMPUTERS,

INC.

1986

Quarterly Income Statement Projections
Fiscal Year Ending September

(§ Millions)

Part 1 of 2

TOTAL REVENUE

Product
Service

COST OF REVENUES
Gross Margin

RESEARCH and
Development

§,G, and A

OPERATING INCOME
INTEREST, Net
PRETAX INCOME

INCOME TAXES
Tax Rate

NET INCOME

FYB4A
$532.6

448.6
84.0

218.8
58.9%

52.5

210.2

51l.1

56.3

23.1
41.0%

33.2

Percent
of
Revenue
100.0%

84.2%
15.8%

41.1%

EARNINGS PER SHARE $0.80(%*)

Average Number of

Shares Outstanding 41.4

Percent
Change
Prior
Year
27.3%

24.6%
44.5%

29.7%

34.1%
30.9%
2.7%
610.0%
11.5%

17.2%

Percent
of
FYB85A Revenue
$624.1 100.0%
515.1 82.5%
109.0 17.5%
240.1 38.5%
61.5%
71 .6 11.5%
262.3 42.0%
50.1 8.0%
6.3 1.0%
56.4 9.0%
22.0 3.5%
39.0%
34.4 5.5%
$0.82
41.8

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

PERFORMANCE RATIOS

FYB4A

FYB5A

Percent
Change
Prior
Year
X728

14.8%
29.8%

9.8%

36.3%
24.8%
-2.0%
20.6%

0.1%

-4.9%

11




Pretax

Profitability 0.106
Asset Turnover 1.16l1
Yretax Return

i Assets 0.123
Lweverage L b
‘retax Return on

Average E:.llllf}’ 0.164

rax Retention Rate 0.590
Implied Growth Rate 0.097
Inventory Turnover 2.5x
Inventories in Weeks 21.2 Weeks

Receivables in Days 91.1 Days

Source: Tandem Computers, Inc.
prudential-Bache Securities, inc.

Source: Tandem Computers, 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

12




Table 4
TANDEM

COMPUTERS,

INC.

Quarterly Income Statement Projections

Fiscal

($ Millions)

Part 2 of 2

TOTAL REVENUE

Product
Service

COST OF REVENUES
Gross Margin

RESEARCH and
Development

8,G, and A
OPERATING INCOME
INTEREST, Net
PRETAX INCOME

INCOME TAXES
Tax Rate

NET INCOME

EARNINGS PER
SHARE

Average Number of

Shares
OQutstanding

FYB6E
$§733

596
137

275
62.5%

93

76
30.4
40.0%
45.6

$1.07

42.6

Year Ending September

Percent
of
Revenue
100.0%

81.3%
18.7%

37.5%

12.7%
40.5%

9.3%

10.4%

4.1%

Percent
Change
Prior
Year
17.4%

15.7%
25.7%

14.5%

29.9%
13.2%
35.8%
27.6%
34.9%

38.3%

32.7%

30.2%

1.9%

Percent

of

FYB7E Revenue

S880 100.0%

710 80.7%

170 19.3%

326 37.0%
63.0%

106 12.0%

343 39.0%

105 11.9%

4 0.5%

109 12.4%

43.6 5.0%
40.0%

65.4 7.4%
$1.51
43.4

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

PERFORMANCE RATIOS

Pretax
Profitability
Asset Turnover
Pretax Return
on Assets
Leverage

FYB6E
0.104
1.226

0.127
1.333

FYB7E

Percent

Change
Prior
Year
20.1%

19.1%
24.1%

18.5%

14.0%

15.5%
54.4%
-50.0%
43.4%

43.4% |

43.3% '

40.8%
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A ~
1987 1987  198%
us WORLD WORLD 1987 1S 1986 1S IS REV 1987 TOTAL
RANKE  RANK  RANK COMPANY REVENUE REVENUE % CHANGE REVENUE
1 1 1 ™ 50,485.7 47.685.0 59 54,217.0
2 2 3 Dsgrial Equipment Corp. 10,3913 54143 235 10.391.3
2 3 2 Unisys Corp. 8,7420 8,186.0 6.8 97129 1
4 8 9 NCR Corp. 5.075.7 4,386.8 157 5640.7
5 9 7 Hewlet-Pockord Ca. 5,000.0 4.500.0 1.1 8.090.0
N 12 12 Wang Laboratories Inc. 3,045.7 2,668.9 14.1 3.045.7
7 13 18 Appie Computer inc. 30412 20310 49.7 30412 ;
s 15 1 Control Date Corp 30009 3,004.7 01 3.366.5
0 19 15 Xerox Corp. 2,415.0 2,100.0 15.0 14.896.0
0 21 = Honeywell Bul Inc. 2,069.0 1,890.0 8.9 2,059.0
i1 2 16 ATAT Corp. 2,000.0 2,085.0 42 33,598.0
1" 24 23 TRW Ine. 1,960,0 1,625.0 206 6821.2
] 25 24 Tondy Corp. 1,692.4 1,560.2 8.5 3.654.7
" 2 36 Amdahi Corp. 1.505.2 966.3 55.4 15052
15 30 27 Automatic Date Processing inc. 1467.0 1.298.1 13.0 L467.0
16 a1 31 Bactronic oo Systems 14405 11259 279 44359
w 3 28 Dete Genersl Corp. 1,303.9 12876 13 1,019
" 35 29 McDonnell Dousglos Corp. 12418 L1898 .4 133445
"w 37 54 Compesq Computer Corp. 1.224.1 6252 958 12241
| 0 k) 0 Comdinca Inc 1.153.0 985.0 17.1 12340
n 4l 35 Computar Sciences Corp. 1,133 977.7 16.0 11338
1.075.7 T4 S18 10757
T I 58 L040.0 8.0 89.9 23610
» 47 49 9850 725.0 35.9 2,067 8 i
2% 19 Y 0.9 560.2 L7 9%60.9
v 53 38 Genersl Blectric Ca. 800.0 800.0 0.0 40,5150
n 54 8 Telex Corp. 7849 724.2 5.3 5778
E) 55 4 Commodors Internationd Lid. 785.0 800.0 1.9 8155 '
0 56 78 Sun Microsyitems bng. 7559 u27 1206 7559
N 57 5F Storoge Technology Corp. 750.0 696.0 7 750.0
n 58 59 Arthur Andersen & Ca. 7489 546.0 372 24419 i
n 59 &7 Texas Instroments inc 740.0 750.0 -1.3 55045
M 60 52 Motorsla lnc 7249 #94.0 4.4 6.707.0
3 61 % Cray Research nc. 687.3 596.7 15.2 87.3
| » 43 53 Martin Marieta Corp. 85.7 6359 4 40 54183
| Ll 3 43 Computer Ajrocurtes imtermotiendd inc. 6488 2649 1449 648 8 :
» 67 55 intergruph Comp. B41.1 #05.7 58 S41.1 *
| ¥ 68 81 Bell Aflontic Comp. 634.9 310.0 1048 10.298.4
@ 7 61 Computervisien Corp. 564.0 4947 4.0 564.0
4 72 oh Apolie Computer Inc. 553.6 3917 413 5516
a 13 57 Lockhead Corp. 553.0 97.0 113 11.321.0
a ™ a6 Micresoft Comp. 456.7 260.2 755 156.7
| “ 79 67 Xidax Corp. 455.7 4183 8.9 599 6
i & L] 97 M 455.0 400.0 137 94290 |
. ' a1 [ Horm Carp. 4460 464.0 39 20839 3 |
} a 34 90 Continertal Infermation Syssems Corp. 4054 2829 433 4208
| - % 9% Emhert Comp. 1048 356.0 137 24545 2
. 87 108 Wyse Technolagy . ; 396.2 2280 738 . ¥Bd e
= 3_; .. B8 89 Lots Developmment Corp, % 395.6 2830 399 S
A currency figures are in millons. NA = not ovailable. 3 R B S : R
MR e N L e i il B B R R | il e i e ot
~
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Financial Data -1

s v LT EETRCY T IR |
-

"o Sl s o
I | % FISCAL o
CORP  AS%OF  NET  RETURN  YEAR IOCGA- |
1987 TOTALREY  INCOME ON ASSETS END TION
5434.0 100 5.258.0 8.3 Dec. NY. '
3 100.0 116,800 156 890 1138 8 1.0 1.284.3 136 June Mass. |
9 3 0.0 92,500 (59) 105.01 13185 136 578.0 58 Dec. Mich, !
7 %00 62.000 0.0 91.0t 3559 63 4193 10.0 Dec. Ohio |
Lo 618 82,000 0.0 8.7t 901.0 111 644.0 78 Oct. Cahi.
7 100.0 30,855 (.5) 98.7 2320 7.6 45 34 June Mass. '
2 100.0 1827 385 383.7 2083 67 2805 173 Sept. Calil.
5 _ 891 34,500 (28) 97.61 380.0 116 193 K} Dex. Munn. .
30 r 16.2 w082 (L3 15041 7220 4.9 578.0 5.0 Dec. Conn. '
10 100.0 20,500 (6.8) 1004 216.0 105 174 NA Dec. Minn. |
50 =5 6.0 303,000 (2.6) 110.91 2,453.0 73 2,044.0 5.3 Dec. NY.
1.2 o8 77931 (9) 8751 1874.0 275 2434 56 Dec Ohio
7 463 36,000 0.0 10151 NA NA s 130 June Texas
52 100.0 7,600 56 198.1 1789 N9 146.0 97 Dec Calil.
70 100.0 22,000 10.0 6.7 . .l M98 04 June NJ.
59 100.0 43.433 43) 102.1¢ NA NA 5231 108" Dec. Texss
a9 100.0 15,640 4 834 164.7 126 ETTE - Sept. Mass.
.5 93 112,400 6.4 118.71 6477 4 3130 37 Dec. Mo
Wl ' 100.0 4,000 1105 306.0 4 39 136.0 15.1 Dec. Texas
o 94 1,130 215 10924 NA NA 0 8 Sept me -
38 100.0 18,400 6.4 616 NA NA 05 6.5 March  Calil
w6 100.0 7.17%6 19.2 1518 120.8 1.1 101.9 96 Sept Calif
57 ' 100.0 23,490 979 155 409 £ 1153 17 June Cali.
3.0 4.0 35,000 (54) 67.5 1034 a4 19,1 - Dec m
576 ) 476 38,000 2354 S04 220.0 106 66 A Mz Calif
w09 1000 BB18 23 109.0 106.7 114 b 45 Dec Mass
150 20 302,000 159 13421 11840 30 290150 4“7 Dec. Conn.
778 _ 899 8,289 56 105,91 508 58 e 86 Mach  Oka
155 i 963 3,150 (8 492 165 20 371 64 June Pa
559 100.0 5465 72.8 1383 1015 134 480 75 June Calil, .
50,0 100.0 8865 (55) 86 0.0 80 26.0 33 Dec. Colo.
B9 v 302 40,000 10.7 62.01 NA NA NA NA Aug T
945 132 77,984 9 .7 4280 7.7 2085 7 Dec. Texas
07.0 i 108 97,700 35 6861 524.0 78 308.0 58 Dec. n
5873 100.0 4,308 7.9 159.5 1085 158 1472 163 De. M
1183 127 68,000 33 79.61 220.0 4 2306 82 Dec. Md
6488 100.0 4,000 66.7 1622 811 125 8.2 7.7 March  NY
1.1 100.0 £,300 15 1018 675 105 ®.9 89 Dec. Al
298 4 s 6.2 80,950 9 127.2¢ NA NA 12404 58 Dec =~ Pa_
564.0 100.0 4575 4.1) 1233 0.1 10.7 195 40 Dec.  Mass
553.6 100.0 3992 109 1387 61.1 1ne 2.7 ] Dec. Mass. |
3210 49 99,300 25 114.0t 549.0 48 210 7.0 Dec. Calif i
456.7 100.0 1996 351 2288 50.1 110 4.0 03 June Wash.
599.6 : 76.0 7.9 123 8211 10.7 18 488 by June Calif |
4290 : 4 B2.405 5 114.41 6150 65 9180 114 Dec. Minn
0839 214 23,200 (13.1) 808 177 56 922 54 June a
4208 6.7 900 137.5 4504 NA NA 151 5 Feb. NY
A54.5 16.5 30,548 (10.6) $0.3¢ £ 16 1065 52 Dec.  Comn
R 100.0 3,600 1375 1301 211 53 55 65 March  Calit
90 100.0 2,119 514 186.7 584 s 720 227 Dec. Mass.
“for comporues with more thoe 95 %, of revenues trom B

Thound or voral corporets revenum.
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US. IS Companies
1967 1987 1986
US  WORLD WORLD 198715 1986 1S IS REV 1987 TOTAL |
RANK  RANK  RANX COMPANY REVENUE REVENUE % CHANGE REVENUE "
5 # 7L Shored Medical Systems Corp. 390.7 3749 42 390.7 v i
2 0 K3 Convergent Technologles inc. 3848 3053 25.8 384.8
2 92 106 Tandon Corp. 374.0 2428 54.0 374.0
- ™ 125  MiniScribe Corp. 362.5 1849 96.0 362.5
55 5 78 Dieboldine 455 3255 8.1 439.1
% % B7  MAIBask Four inc. 342 2879 16.1 334.2
o 97 71 Dateproducts Corp. 134.2 3508 47 3342
. - 79 Datupoint Corp. 3207 325.0 13 320.7
» EY 74 Tekironix inc. 3200 350.0 86 13889
© 100 86  Gouldine 993 2900 32 933.4
o 102 38 Eestman Kodok Co. 290.0 250.0 16.0 13,305.0
: 0 103 133 ASTResearch inc. 2598 168.9 716 289.8
| & 106 110 MicopolisCop. 2683 2131 353 288.3
" 106 158  Genicom Corp. 2849 133.8 1129 302.5
i u 108 112 Ashton-Tate 267.3 210.7 269  267.3
| @ 100 84 GesgCe 266.3 3000 112 15,3550
1 o 110 109 Concurrent Computer Corp. 2653 211 165 2653
- 11 100 Recognition Equipment inc. 265.2 2466 7 2652
; @ 12 120  Manogement Science America Inc. 2585 193.5 136 %85 A
™ 4 111 Gerber Scientific inc 2548 2131 196 2548
n 116 16 Aed 250.0 2000 25.0 4932
n 119 107 Schiumberger id 240.0 240.0 0.0 4,727.0
) 120 147 MaxtorCorp. 2394 1480 6518 2394
7] 121 114 Reynolds & Reynokds Co. 2379 204.3 16.4 572.1
75 123 9  Parodyne Comp. 2326 2611 109 2326
7% 125 120 Boh Baranek and Newmen inc. 2231 1725 23 2798
w12 128 Mentor Graphics Corp. 2218 1735 73 218
n 127 117 imtel Comp. 2200 200.0 10.0 1.907.1
™ 130 121 Micom Systems Inc. 2125 192.5 10.4 2125
™ 131 131  AGS Computers Inc. 2123 1710 24.1 196.7
8 132 178 Eversx Systems Inc. 210.1 106.4 97.5 210.1
n 133 134 Cullinet Software Inc. 2039 166.9 22 2039
o 134 126 Software AG Systems inc. 2030 180.0 128 203.0
u 135 194 Novelline 2021 1136 779 202.1 :
8 136 137 Digitel Communications 200.6 162.2 27 2006 .
™M 137 115 Ound Brodstrest Comp. 2000 200.0 0.0 33502
* 138 156 Price Waterhouse 2000 135.0 481 1.504.0
" 139 185  Orode Comp. 198.0 58.0 1250 198.0 _ E:
" 140 141  The Ulimate Corp. 197.7 1576 254 197.7 ; an
® 141 122 General DetaComm indusiries Inc. 197.7 189.2 45 197.7 P |
9 142 192 3Com Comp. 197.5 121.1 3.1 1975
” 144 113 Stering Softwars nc 1969 2096 4.1 196.9
” 147 119 Dechsion Dats Computer Corp. 1914 195.1 19 191.4
™ 148 166 Strotus Computer inc. 184.1 124.6 .1 184.1
9 149 135  ISCSystems Comp. 1814 1624 1.7 18514
% 150 145 Policy Management Syitems Corp. 180.0 151.0 192 180.0
o 151 169  Quantum Corp. 1783 1165 53.0 1783
% 152 142  HBOACa 175.2 155.0 130 1753 ©
" 153 193 Touche Rows 175.0 NA NA 1450.0° _
100 156 155  Americon Management Syviems inc. 1743 1355 288 1748 "3
. N currency figures are i millons. NA = not gvoiloble. AT
! b NS s 5 SRS SRR ’ - w
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Financial Data =
% CHANGE B REV I 1o 1 % PSCAL K
1 BAS% 1987 FROM PER EMPL* CORP AS % OF NET RETURN YEAR LOCA-
OF TOTAL EMPLS 1986 (S THOU) 1987 TOTALREV  INCOME  ON ASSETS END TION
100.0 4,500 16.2 0.9 379 9.7 453 14.7 Dec. Pa 1
100.0 3,200 289 120.3 336 8.7 326 o Dec. Calif. [
100.0 2,800 217 156 175 %] 103 56 Dec. Calif. E
100.0 4971 87.0 729 19.8 55 311 114 Dec. Colo. I
w7 4878 (8.3 90.01 219 5.0 358 8.1 Dec. Ohio [
100.0 3,367 118 93 29 65 239 101 Sept Calif. [
100.0 3,600 (14.3) 928 256 7.7 36 = March Calif, 8
100.0 2,810 (224) 114.1 10.5 33 153 38 July Texas &
; 230 16,879 27N &2.3¢ 207.5 149 5.7 256 May Ore. ¥
i 21 10,126 {4.6) 9221 943 10.1 £5.6 = Dec. m e
s 22 124,400 24 107.01 992.0 7.5 1,178.0 8.1 Dec. NY -
a 100.0 1,525 %06 190.0 135 47 8.3 48 Jue Calif. I8
3 100.0 2,385 46.9 1209 218 7.7 213 104 Dec. Calif. [5
5 042 3,600 440 £4.01 149 49 126 55 Dec. Va
3 100.0 1,200 20.0 2228 280 10.5 43.1 174 Jan. Calif 3
® 17 136,100 183 11281 824.0 54 480.0 38 - "Pec. Wash, (5
3 ol 100.0 2,789 (3.0) 95.] 288 109 129 49 July NJ. W
0 100.0 285G (1.6) 928 112 42 118 4“4 Oct. Texas
3 B 100.0 2,700 22 7 514 199 710 - Dec. Ga.
3 100.0 1,850 88 157.7 17.7 7.0 28.0 115 _Apri Conn.
T 50.7 3850 208.0 128,11 18.0 a7 574 110 Dec. Calif.
T 51 50,000 0.0 945 3518 74 2826 42 Dec NY
71 100.0 2,500 64.0 958 20.1 84 16.1 59 March  Calif
T 416 5,704 5.1 100.31 NA NA 280 7.0 Sept. Ohio
T W 100.0 3,115 38 47 19.0 82 26 —_ Dec. Fla
3 0.7 2850 149 o8 24 19.0 68 6.1 — June Mass.
T 100.0 1200 320 1848 244 109 203 89 Dec. Ore. o
T 115 19,200 27 9031 2568 13.6 248.1 96 Dec. Calif. I
T 100.0 2,159 22 L) 39 113 6.5 32 March Calif. I
T 27 3439 13 441 127 26 14.2 64 Dec. NJ. [
81 100.0 1,300 1889 1616 126 6.0 10.2 94 Juhy Calif !
T 4 1000 2427 351 8.0 835 26.2 233 -t April Mass. §
30 100.0 1800 29 1128 50.0 24.6 20.0 87 May Va .
T 100.0 1,240 93.7 163.0 111 55 215 15.4 Oct. Utah i
T 100.0 1,307 238 1535 243 12.1 43 16.0 June Ga f
T 6.0 50,000 as 5591 NA NA 3930 118 Dec. NY. f
20 1.1 35,100 70 514t NA NA NA NA June NY
+ 100.0 1,597 1061 124.0 32 1.7 2.7 16.0 May Calif.
>3 100.0 710 675 2785 20 1.0 167 B.7 April NJ.
=7 100.0 2,623 3 754 258 13.0 43 — Sept Conn.
-5 100.0 1,115 119.9 1771 17.8 8.0 18.0 10.4 May Calif.
&9 100.0 2,300 (8.0) 856 17.3 85 59 27 Sept. Texas
- 100.0 1,545 (35) 1238 109 5.7 233 - Nov. Pa
.1 100.0 1.224 145 150.4 189 103 19.4 133 Dec. Mass.
7 1000 1,800 0.0 100 5 14.6 &0 81 56 June Wash. 1
oD 100.0 2577 11 &8 30.7 17.1 17.1 6.1 Dec. SC.
- 100.0 B (98 22 114 6.4 81 52 March  Cakif.
~ 100.0 1,772 12 G 130 74 133 131 Dec. Ga
o0 121 30,000 0o 83 NA NA NA NA Aug. NY
7 100.0 2,300 373 758 63 a6 75 92 Dec. Va
“hor comparees with mars thae 95% o revenus tres B
Thased on 1oto corporoie revenues
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HIGH ROAD

UNIX vendors are adding muscle to enterprise servers.

By Philip J. Gill

icrosoft's Win- NT servers will grow 60% next year,

dows NT Ad-

vanced Server

predicts the Stamford, Conn.-based mar-
ket research firm Gartner Group, causing
(NTAS) operating sys- sales of servers nunning other operating sys-
tem took over the low tems to become relatively flat. NT looks to be
end of the server market such a great success in the low-end server market,
last year, as corporate buyers in fact, that many analysts believe UNIX server ven
transformed it into the de facto standard for LAN dors have already conceded that space to NT.
and departmental application server environments. Its But they haven't conceded production-oriented serv
popularity will only continue to rise through the next er environments to Microsoft/Intel platforms. In fact, the
year, taking market share in the one- to four-CPU sym- Framingham, Mass.-based market researcher International
metric multiprocessor (SMP) market away from UNIX, Nov-  Data Corp. (IDC) estimates that UNIX enterprise servers
ell's NetWare, and other alternatives. Consequently, sales of  alone represented an $18 billion worldwide market in 1995,

and that they will maintain an annual

VTR T
an ALY : next few years, due in large part to the
'ﬂ“"'ﬂ!l o : continuing adoption of client/server

growth rate of 209 or more for the

Ofﬂ busLt SRR computing for both new applica
4
WSWRZ tions and the rehosting of old,

B Cre reengineered apps. Hewlett
 Customers really wantil 41 s o .Y/
lﬂo On users, sho says: * *Users' mﬂnallycatchlng up with the per-
“formance curve. We're begnnlng to see deployments of very large
I databases and data warehouses that fully exploit the capabiiities
of a 64-bit architecture.”
On NT versus UNIX: “We think the market is validating our muk
tiple operating system approach. Our research shows that by the
year 2000, 95% of our customers will have both NT and UNIX In-

Packard proved its mettle again
last year, growing its server rev
enues 36% to $3.65 billion. In con
trast, IBM's server sales-which in-
clude the AS/400-grew a more
maoderate 12% to $6.47 billion
Although mainframe sales are

growing as users replace existing

Sw::dl:n their enterprise.” . . Nist, Vice legacy systems ‘with m'-u‘- i‘\lg iron ‘
ardware technologles: “SMP and clustering are comples President, technology like CMOS, UNIX servers |
mentary capabilities. SMP provides more performance, while cius-  AlphaServer are taking potential market share from |
tering provides redundancy and availabllity without paying the pre-  Business, large-system vendors. Carl Stolle, di |
mium of hardware fault tolerance.” Digital Equipment rector of server marketing for Sun Mi !

crosystems, believes UNIX is growing L;\
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at the expense of legacy systems, includ-
ing IBM's MVS mainframe standard-
bearer.

After UNIX, says Gene Lee, research
director for IDC's UNIX market service

i

in Mountain View, Calif,, the largest sin- 1BM (1)

90%‘!4 J

-_I.

gle server platform in use today remains

Hewlett-Packard [3} u.s'.‘_'

26 073.0 14.0% 2,433 0

the AS/400, larger than any single fla- ATaT(9) o din : 841 31.0% ~  139.0: ]
vor of UNIX. Together, all UNIX sys- Compaq Computer (6] U 3,256.0 14 8000  22,0% 789.0
% = ap C130% 7000

tems and the AS/400 constitute more Thidem {43)

_ 22350 80.8% 1075 _

1
2
3
4
5 NEC (4)
6
1
8

than 50% of the entire server market, ac- :
: . Aens 16.0% R50.0
cording to IDC, Still, analysts and ven- 117% 4310 4
dors view UNIX and NT as the two key =% Jan 3 - ETID"
operating systems for the long term. 10 m Nixdorf “2; Gearmany 122&3 8,951_0 13.7% 16.1
11 Mitsublshl (28) ~ — Japan 41452 - 210% - N/ASE
MAINFRAME SUBS, APP SERVERS - 12 Motorola (36) us. 773.3 2974 1 26.0% 1,781.0
Vendors and analysts say a number of fa- = 13 ' 2 DIE 65000 100% . 447.008
miliar factors will continue to drive serv- 14 : 24.0% 237.0 |
er sales. First, corporate IS shops contin- 15 Apple Computer (11) 0\ - 5.0%.. .. 1670,
ue to turn to UNIX-based enterprise 16 o 3.0% "M
servers to replace mainframes as they g . 3'--‘*3?;&‘*1-' — 61
move from custom to packaged applica- T 0507 278% L

tions. Stolle says Sun server customers

are turning from mainframes and legacy

applications to packaged business appli-

cations such as SAP's R/3 integrated

manufacturing and financial package and

6,035.0 4.9% NA B
NA |
30?%«#272‘.

351

PeopleSoft's human resources and ac-
counting software, both of which run on
UNIX systems. Other application cate-
gories driving sales are customer call-
management systems and, of course, Internet and intranet ap-
plications.

Nigel Ball, director of server marketing for Hewlett-
Packard's General Systems division in Cupertino, Calif, ex-
pects HP's already robust mainframe replacement sales to
pick up steam over the next few years as many information
technology shops finally confront the Year 2000 problem.
Come January 1, 2000, existing mainframe-based legacy ap-
plications that have only a two-digit date field will break
down, wreaking havoc on user organizations if something
isn't done to repair or replace them. Ball and others expect
that the cost of repairing existing legacy applications will be
the proverbial straw that breaks down many an IS shop's re-
sistance to migrating their core, mission-critical business ap-
plications off proprietary mainframes to high-end UNIX sys-
tems, which will be configured to run both as host-centric or
client/ server systems.

George Weiss, director of research for distributed comput-
ing at the Gartner Group, says that UNIX servers continue
to win acceptance in IS departments as vendors continue to
improve system availability, reliability, serviceability, man-

ageability, and other abilities traditionally required by main-
frame users.

INTERNET FORCES HARDWARE BUYS

The second factor that will continue to drive server sales
over the next year or two is the explosive growth of Internet
and World Wide Web technologies, particularly when ap-
plied to internal intranet sites. “When people talk of the In-
ternet, they usually talk about the software companies,” says
IDC's Lee. "But software companies aren't making money
[around the Internet]. The only people who are actually
making money are the hardware vendors. For instance, Sun
CEO Scott McNealy has stated publicly that Sun doesn't
generate any profit from licensing its wildly popular Java de-
velopment environment. Rather, Java sales are spurring
growth of Sun’s Netra Internet servers. Sun's server revenues
grew 21.5% to $650 million in 1995.

Unlike mission-critical business applications, which tend to
run on high-end SMP boxes, intranet development will spur
sales of low-end and midrange servers. Analysts predict in-
tranet growth will drive sales of one- to eight-CPU SMP sys-
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tems, most of which will run NT. It also
means that the best long-term strategy for
a server vendor is to support both NT and
UNIX, and to provide tools with which to
integrate the two. Although UNIX purists
like Sun may abhor such a thought, HP
and Digital Equipment believe they're of-
fering customers what they want. “By the
year 2000, over 95% of our customers will
have both UNIX and NT installed,” says
Pauline Nist, DEC's vice president of Al-
pha business.

UNIX CONTINUES TO SCALE
To add performance, the three largest
UNIX-based server vendors-HP, IBM,
and Sun, according to IDC-are introduc-
ing long-awaited 64-bit systems, larger
SMP configurations, and clustering, Sun
this spring introduced its Ultra Enterprise
server family, based on the 64-bit Ultra-
| SPARC RISC chipset. HP and IBM
' should release their 64-bit systems some-
. time later this year, says Jean Bozman, an
|| IDC UNIX market analyst. HP will use its
| 64-bit PA-8000 chip, IBM a 64-bit imple-

mentation of its PowerPC architecture.
One server vendor is already there.
DEC has been shipping its
: AlphaServer products,
’ based on the 64-bit Alpha
chip, for more than a year

now. Now that major data-

I | base vendors like Informix, mtﬂms will Sﬂlve au

' Oracle, and Sybase have
Come on h()ard. users WI“
have some 3,000 to 4,000
: applications  that can
i | exploit the underly-
ing 64-bit architecture,

‘ says Nist. Digital experi-
enced surprisingly strong
server sales in 1995, reporting

| 60% growth in AlphaServers
(| running UNIX and 150% growth
| in NT servers, according to Nist.
The once-troubled company grew its
total server revenues a healthy 44% to

| $1.69 billion.
r | But users shouldn't be lulled into think-
' ing that 64-bit chip architectures by them-

I selves will solve all of their performance

bottlenecks, says Gartner's Weiss, “Sixty-
|

No 1 mlng;s manaminee;d 0 €O
archltecmre. In these uncemln}‘ﬁme_a_.‘

tant thing that can redueerhkmdanmm lorlnstalm. can in become
so!hademeofscala&lﬂymhbleloasystemcnnbemlmpoﬂanb 4019 o
On server applications: “The biggest thing that's about to happen Is the emetgmae of
platform-independent applications, They are fundamentally going to change the way peo-
ple talk about servers, Instead of a general-purpose server, there are going to be more furp-
tion-specific servers, such database servers, e-mail servers, applets servers....In the old
days of the mainframe, users would pile all the applications on a single system. [in the
near future] users are going to move that way because it simplifies the way they can man-

Don't be fooled into

age thelr networks.”

four bits is just one way of improving per-
formance,” he says. "1/O will have a ma-
jor influence on systems architectures
over the next three years”

Weiss adds that improved 1/O will be
especially important for corporate in-
tranet servers—widely expected to be one
of the fastest growing niches for servers
over the next three to four
years. “With intranets, the
performance and usage of
servers will be unpre-
dictable,” he says. “Users
will be servicing a distribu-
tion channel that could be
global”

To cope with this un-
known, server vendors need

to provide “accor-
dion-like scalability”
throughout all aspects
of their system architec-
tures, says Weiss.
Indeed, the leading vendors
are scaling up their SMP con-
figurations from 16 CPUs to 30 or
more. In addition, they're adding
clustering capabilities, which allow
multiple SMP systems to coordinate
loads and provide failsafe rollover capa-
bilities. Again, Digital leads the way in
clustening; its UNIX TruCluster software
allows up to four 12-way SMP systems to

work together, for a total of 48 processors.
SMP and clustering are complementary
technologies, says Digital's Nist: “SMP in-
creases performance, while clustering im-
proves availability and reliability” 1BM,
HP, and other high-end competitors have
announced plans to introduce clustering
but at presstime had not brought products
to market.

For the time being, Gartner's Weiss says
he believes UNIX vendors are ensconced
pretty safely in the higher end of the serv-
er market. “We won't see NT scale up into
the same space as UNIX servers until
1998 or s0,” says Weiss. Until that time,
NT won't match UNIX in scalability,
availability, reliability, and other features
vital to IS shops

But Weiss believes that ceding the low-
end server business to NT is a "lost busi-
ness opportunity” that ultimately will be
self-defeating to UNIX vendors because
that market segment will generate the
greatest volume and profits. That will put
a squeeze on server vendors throughout
the industry and force consolidation
*Over the next several years, there will
only be four or five large server vendors,”
predicts Weiss.

Puinte J. Gie 1s A SAN DIEGO-BASED
FREELANCE WRITER AND EDITOR. HE CAN
BE REACHED AT PHILIPGILLEAOL.COM.
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1987 Rank COMPANY 1987 IS REVENUE | 1987 Rank COMPANY 1987 IS REVENUE
1 BM $50.485.7 51 Northern Telecom Ld 9000
2 Dagrto Equeprnent Corp 10,3013 | 52 C hoh & Ca. Ld 829.2
3 Unisys Corp. 87420 | 83 Genersl Becii Co. 800.0
4 Fuptu Ly 8.7400 | S4 Teles Corp 788.9
5 NEC Corp. B2305 | 55 Commodore imter nahonal Lad 785.0
] Hitachs Lid. 62737 | S Sum Mucros rrtems bnc 7559
7 Siomans AC 57030 | 7 Storage Tecrrokgy (arp 750.0
L] NCR Corp. 50757 | B Arthur Anderses b (o J489
9 Hewlett-Packard (o. 50000 | %9 Texas instruments tnc 740.0

w0 Ing C Oliversi & (o SpA 46372 | @ Motoroks lnc T8
n Toshibe Corp. 3413 | W Croy Research inc. 687.3

12 Wong Laborgtories Inc 30457 | &2 Manesmane AG BRE.0
13 Appie Computer i 30412 | & Marte Maene Loy 685.7
" Groupe Bul 30075 | o4 Cap Gemini Soget 682.3

15 Contrel Date Corp. 30009 | &5 Exonocoem katernatonal BY 6743

N MNexdor! Compater AG 28215 | Compurer Assoame: iernctiondl i 5488
" Maotsustute Bactrs Indunt (a 26285 | &7 et Lo 6411

D N Prig “somdmpantotrease 26016 | &8 Bed Anaren Corp. B34 6

1 Xavex Corp. 24150 | &8 Algs Becirie (s Lad. ems

) o 21239 [ % P —™Y 5695

7 [e—lrs 20590 | N Campurrevrace oy 564.0

n Aicatel NV 20521 | N Apolc (ompnter 553.6

n ATLT Corp. 20000 | 73 Lackheed Carp. 553.0

2 TRW b 19600 | 74 R Flecrroma pi 549.1

2 Tandy Corp 16924 | 78 Amsrod pi 5330

» Mitsubishi Baciri Corp. 16739 | T8 Campare bormatior Syreme Gab 5308

o Camen Inc. 16734 | 7 CSK Growgp 4869

F M Ercasen 15116 | 7 Microsoht (arp. 7

» Asmaaty Carp 15052 | ™ Wdex Corp. 7

2 Automat Date Processing tec. 14670 | ®0 I 455.0

Nn Bectrons Data Systems 14405 | B Harrh Corp. 60

n Deto Generdd Corp 13039 | 82 Fmue Spb 424.)

n Nippon Unrvor Katsho 1% 12046 | B3 MNorsk Dots AS 226

u Ricoh Co. Lok 12757 | & Camsperta oot Syvvwms Larp 4054

35 McDonnel Douglas Corp. 12418 | 88 fbmhart Corp. 404 8

3¢ Inagecrorcte Imernohonal I 12250 | & Ferranti p 388

o Compog Computer (orp. 12241 | & Wye Tedwalogy 296.2

» Seo Epan Corp. 11964 | ®8 Lot Development (orp. 395.6

» Camdn s L1530 | Shared Medical Symvems Carp. .7

) Ok Bacivc Industry Ca. Lad 11373 | % Comverger Tectokgaen 3848

o Computer Scences Corp. 11338 " Moioe (orp 3753

«Q Neppor T skegrapt & Tevephons Carp. L1285 | 9 Tandon Corp. 3740

43 Tandern Lomputens inc. 10806 | W Soery Corp. 3655

“ Seogcne "o ooy 10757 | % ManiScribe Carp. 3625

L] Memore: imrernctond LML1 | 95 Dustole i 355

“® Zanith, Becronics (orp. 10400 | 9% MA B Far = 3 W2

o Netional Semacanducer Corp. 8850 | W Detaproduch (arp. i - 32

- Soraete e 9701 | " e Y

® Prieme Computer inc 9605 | » Talctronix e . X200

N ek w7 | W o PEEOETE X

Raverue e e millons of dohars e Lo T A S

- - e

DATAMATION _

JUNE |5 1988 29




The 100

Leading US. IS Companies

- s Faw b = g i - :
W W 1 E : f: e = 3
U5 WORS womwd . ees 198818 ISREV  1987TOTAL
RAME  RAMK  RAMK COMPANY  REVENUE  REVENUE % CHANGE  REVENUE
! 1 ! v 50,485.7 47,585.0 5.9 54,217.0
1 - 3 Dégrtadl Equupment Carp. 10,391.3 84143 235 10,3913
3 3 2 Unisys Corp. 8,742.0 8,186.0 6.8 9,7129
4 3 9 NCR Corp. 5.075.7 1.386.6 15.7 56407
] Fl 7 Mewlett-Pockard Ca 5,000.0 4,500,0 1.1 8.090.0
. 1 12 Wang Laborstories inc 3.045.7 2,668.9 14.1 3,045.7
7 13 18 Apphe Computer bnc. 3,0412 2,031.0 49.7 3,0412
' 15 T Cantrol Date Conp. 3,000.9 3,004.7 0.1 33665
’ 19 15 Xerox Corp. 24150 2,100.0 15.0 14.895.0
» un —  Honeywell Bull Inc. 2,059.0 1,890.0 49 2,059.0
n 0 16 ATAT Corp. 2.000.0 2,085.0 4.1 33,598.0
n 4 7 TRW ine. 1.960.0 1.625.0 206 5,821.2
) 25 24 Tondy Corp. 1,692.4 15602 85 36547
" L] 36 Amdahl Corp. 1.505.2 9663 358 1.505.2
I 0 7 Autematic Data Precessing inc. 1,467.0 1,208.1 13.0 1,467.0
" 3l k1] Bectronic Deta Syvhems L4405 1,1259 279 44359
” 2 28 Data Genarsl Corp. 1,303.9 1.287.6 1.3 13039
" 5 ) McDonnell Douglas Corp. 1.241.8 1,189.8 4 13,3445
" E73 54 Compoq Computer Carp. 1.224.1 £25.2 958 1.224.1
» B 40 Comdiico Inc. 1,153.0 985.0 17.1 12340
n il 35 Computer Sciences Corp. 1,133.8 §77.3 1640 11338
N [ “" Tandem Computen inc. 1.089.6 8453 289 1,089.6
o “ 50 Seagate Technology 1,075.7 709.4 516 1,075.7
u % 58 Zenith Bectromcs Corp. 1.040.0 548.0 9.9 2.363.0
2 7 19 National Semiconductor Corp. 985.0 725.0 359 20676
» 9 43 Prime Computer inc. 9609 8607 1.7 %09
7 53 38 Genersl Bleciric Ca. 5000 800.0 0.0 40.515.0
' 54 8 Tolex Corp. 788.9 7282 43 ATT8
» 35 6 Commodors Infermatianal Lid. 785.0 500.0 1.9 8155
» % 76 Sun Micros ystems Inc. 755.9 27 120.6 7359
3 57 51 Storage Technology Corp. 750.0 £96.0 7.8 750.0
n 58 59 Arthur Andersen & Co. 7489 546.0 372 24819
n 59 47 Texos instruments inc. 740.0 750.0 1.3 5,594.5
M ) 52 Matarota Inc. 724.9 694.0 44 6,707.0
5 6l 56 Cray Research Inc. 6873 596.7 15.2 #87.3
» 63 53 Martin Mariette Corp. 685.7 659.4 40 54183
v w5 a3 Computer Associates infemational Inc. A58 264.9 144.9 6488
n 67 35 Intergraph Corp. 8411 605.7 58 6411
» i 81 Bell Atlantic Corp. 6349 310.0 104.8 10,2084
w n 61 Computervision Corp. 564.0 494.7 14.0 364.0
4 72 69 Agoilo Computer Ine. 533.6 1.7 413 553.6
a 73 57 Loddheed Corp. 553.0 97.0 113 11.321.0
a o 9% Microsoht Corp. 156.7 260.2 755 7
“ ) 67 Xidex Corp. 455.7 4183 B9 5996
s ) a7 M 1550 400.0 13.7 9.429.0
- 81 64 Harris Corp. 146.0 1640 39 20839
i 84 %0 Continental Information Systems Corp. 405.4 829 433 208
« 45 99 Embart Corp. 4048 3560 13.7 24545
- 87 108 Wya Technology 1962 280 738 962
0 a8 39 Lotus Development Corp, 956 283.0 399 3956

| A curremcy figure orw o mdions. NA = nat ovaloble.
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Financial Data T |

% CHANGE  ISREV r L B % ASCAL
FROM PER EMPL* CORP AS % OF NET RETURN YEAR  LOCA-
EMPLS 1984 {$ THOU) 1987 TOTALREY  INCOME  ON ASSETS END TION
386 384 (15) 139.21 54340 10,0 5,258 0 Dec. NY :
116,800 156 86.0 11388 110 1,284.3 136 June Mass.
92,500 (58) 105 0 13185 13.6 578.0 58 Dec. Mich,
62,000 0.0 91.0t 3559 6.9 419.3 10.0 Dex. Ohuo
82,000 0.0 9871 901.0 11.1 644.0 758 Oct. Calif.
30,855 (5 98.7 2320 76 94.5 34 June Mass
1427 335 3837 2033 6.7 280.5 173 Sepe. Calil.
34,500 (28) 9767 389.0 116 19.3 a Dec. Mmnn
99,032 (13) 150.41 722.0 49 57R.0 5.0 Dec. Conn.
20,500 (6.8) 100.4 216.0 105 174 NA Dec. Mo
303,000 (2.6) 110,91 2A453.0 73 2.044.0 53 Dec. N.Y.
77,931 (.9) 87.51 1.874.0 27.5 243.4 56 D Ohio
36,000 0.0 101.51 NA NA 289.8 13.0 June Texan |
7,600 56 1981 178.9 1.9 146.0 7 Dec. Cahi. |
4670 ' 100.0 22,000 100 6.7 544 41 1498 9.4 June NJ.
AN . 100.0 45,433 43) 1021 NA NA 3231 109 Dec. Texas
09 j 100.0 15,640 (4) K34 164.7 126 2113 " Sepx. Mass
3445 - 9.3 112,400 63 118.71 6477 49 3130 a7 Dec Mo.
2201 . 100.0 4,000 1105 306.0 TE 39 136.0 15.1 Dec. Texas
2340 -4 254 1130 215 L0924 NA NA 2.0 .l Segt. I . '
1335 = 100.0 18,400 64 616 NA NA 05 65 March  Calil '
085 6 : 100.0 7,176 19.2 1518 12058 1.1 1019 96 Sepx. Calii '
0787 100.0 23490 979 458 wse 38 1153 17 June Cakf
- 363.0 r 440 35,000 (54) 67.5¢ 1034 44 ETT) - Dex m |
0676 " T 38,000 234 544t 200 10.6 66 A M Calil |
w604 100.0 8,818 23 106.0 109.7 114 548 49 Dex. Mass.
1515.0 - 20 302,000 159 134.21 1,194.0 3.0 2915.0 87 Dec. Conn. .
s _ 899 8.289 56 1050+ 508 5K .6 86 March Ok '
8155 ™ 96.3 3,150 (8) 2492 16.5 20 37.1 64 Jume Pa
7559 % 100.0 5,465 728 138.3 1015 134 48.0 75 June Calil.
750.0 Y 100.0 8,867 G5 BM6 60.0 80 26.0 33 I Colo
e 2 302 40,000 10.7 62,01 NA NA NA NA Aug m
EE . 132 7. 9 LT 280 73 308.5 73 Dec. Texas
7.0 T 97,700 35 68 61 524.0 75 308.0 58 Dec. w -
6873 S 100.0 4,308 2.7 159.5 1088 158 147.1 16.3 D M j
4183 . 127 64,000 33 7961 2200 T 2306 82 Dec. Mc
Y . 100.0 4,000 6.7 162.2 81.1 125 0.2 9.3 Mack  NY
sl = 100.0 6,300 115 1018 7.5 105 645 99 Dec. Al
208 4 - 62 80,950 - ) 1272 NA NA 12304 58 Dec. Pa
564.0 i 100.0 4575 4.0) 123.3 60.1 10.7 195 40 L Mass
5516 K 100.0 3,997 109 1387 611 10 21.7 18 Dec. Mass
210 49 95300 25 114.0t 5490 48 421.0 70 Diec Calif.
4567 . 100.0 1,9 331 85 50.1 1.0 @30 23 June Wash
T x 76.0 1.2 123 82.11 107 T 489 = June Calit
14290 5 82,405 5 114.41 618.0 65 918.0 14 De M
JOR3 9 " 214 23,200 (131) 898 1177 if a2 54 Jaor Fla.
4208 _ 9.3 @00 1375 S04 NA NA 15.) » Feb Y
A4S N 165 30,548 (10.6) #0.31 M8 16 1065 52 Dec Conn.
6.2 " 100.0 3,600 1375 110.1 211 53 255 65 March  Calil
56 ¢ 100.0 2,119 514 186.7 584 e 720 27 Drec. Mass
“hor comparee: with mors thae 95 % of revenues fram 8
Thaiec or Wl (o pOrote revenues
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1987 1987 1986 :
us WORLD WORLD 198715 198615 IS REV 1987 TOTAL
RANE RANK  RANK COMPANY REVENUE REVENUE % CHANGE REVENUE
| ) ™ 71 Shored Medical Systems Corp. 390.7 3749 12 390.7
| = %0 43 Convergent Tachnelogies inc. 3848 058 258 384 8
| 9 a2 106 TendesCorp. 374.0 2428 54.0 3740
" o 125 MiniScibe Com. 3625 184.9 96.0 %25
8 95 78 Dieboldinc U5 3255 5.1 4391
* % 87 MAIBask Four lnc. 134.2 879 16.1 342
.l “ ¥ 73 Outeproduchs Corp. 1342 3508 7 42
‘ @ ™ 7  DutepeintCorp. 320.7 125.0 13 1207
| " ™ 74 Vekweninine 3200 350.0 36 13589
’ 0 100 56  Gevidine 299.3 290.0 3.2 933.4
o 102 98  Eestwen Kodek Ca. 290.0 250.0 16.0 13.305.0
2 103 133 ASTResearchinc 2898 168.9 716 2998
) 104 110 Micepels Corp. 2883 213.1 35.3 2883
o 106 158 GenicomCorp. 2849 1338 1129 025
“ 108 112 Ashien-Tete 2673 210.7 59 2673
" 109 34 BosingCe 266.3 300.0 112 15.355.0
& 110 100 Concurrent Computer Corp. 265.3 277 16.5 2653
o 11 100  Recognition Equipment inc. 2652 2466 75 265.2
o 112 120 Management Scence America Inc. 2585 1935 336 2585
» I 111 Gerber Sciontific inc. 2548 2131 196 2548
n 116 116 Atedt 2500 200.0 25.0 932
n 119 107 Schiumberges Lid. 240.0 240.0 0.0 47270
n 120 147 MaxterComp. 2394 148.0 618 2394
i 121 114 Reynoids & Reynolds Co. 2379 2043 164 572.1
7s 123 95  Parodyne Corp. 2326 261.1 109 2326
" 125 120 Boit Beranek and Newman inc. 231 1725 293 7798
” 126 128 Maentor Graphics Con. 2218 1735 278 ms
n 127 117 WweiCom 2200 200.0 10.0 1.907.1
] 130 121 Micom Systoms tne. 2125 1925 0.4 n2s
0 131 131  AGSComputersinc 2123 1710 24.1 967
) 132 178 Gverex Systoss ine 210.1 106.4 975 2101
n 133 134 Cullinet Softwore inc. 2039 166.9 22 M9
) 134 126 Software AG Systems Inc. 203.0 180.0 128 2030
- 135 194  Nevelline 202.1 1136 779 2021
8 136 137  Otgitel Communicetions 200.6 162.2 237 2006
*® 37 115 Oun i Srodsivest Corp. 200.0 200.0 00 13502
™ 138 156  Price Weterhowse 200.0 135.0 8.1 1,804.0
" 139 185  OradeCorp. 198.0 38.0 1250 198.0
" 140 {41  The Uimete Cor. 197.7 1576 254 197.7
” 141 122 Genersl DuteComum industries nc. 197.7 1892 45 197.7
" 142 192 2ComCorp. 1975 1211 3.1 1975
n 14 113 Steriing Softwers Inc. 196.9 2096 5.1 196.9
n 147 119 Decsien Dete Computer Corp. 1914 195.1 19 1914
™ 148 166 Shatus Computer inc. 184.1 1246 TE; 1841
9 149 135  ISCSystems Corp. 1814 1624 1.7 1814
% 150 145 Policy Management Systoms Corps 180.0 1510 192 180.0
7 151 168  Quantum Comp. 1783 1165 53.0 1783
'~ 152 142 WBOACe 1752 155.0 130 1752
» 153 193 Teuche Rews 175.0 NA NA 14500
100 154 155  American Manegement Sysiems ne. 1743 1355 86 1743
Al currency fagures ore in milions. NA = ot ovailable.
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-
1987 FROM PER EMPL* CORP AS % OF : NET lﬂ?ll %l“ LOCA-
EMPLS 1986 ($THOU) 1987 TOTALREV  INCOME ONASSETS  END  TION
4,300 162 909 379 97 453 14.7 Dec. A
3,200 289 1203 336 87 326 = Dec. Calif.
2,800 07 1336 175 47 103 5.6 Dec. Calif.
4971 B7.0 729 198 55 311 114 Dec. Colo.
4578 (8.3) 90,01 219 5.0 35.8 8.1 Dec. Ohio
3347 118 93 220 68 239 10.1 Sept. Cahif.
1,600 (4.9 o 256 7.7 36 — March Cakil
2810 (224) 114.1 10.5 33 153 38 July Texas
16879 @an 82.31 2075 U9 25.7 26 May Ore. |
10,126 (4.6) a2.2t 643 10.1 856 = Dec. m
124,400 24 107.01 9920 7.5 11780 8.1 Dec. NY
1.525 906 190.0 135 47 8.3 48 June Calif,
2,385 469 1209 218 7 273 10.4 Dec. Calif.
3,600 4.0 84.0 14.9 49 126 55 Dec. Va
1.200 20,0 2028 28.0 105 431 174 Jan. Calil.
136,100 183 11281 824.0 54 480.0 is Dec. Wash.
2,789 (3.0) 95.) 288 108 128 49 July NJ.
1 100.0 2859 (1.6) 928 112 42 11.8 44 Oct. Texas
100.0 2,700 22 957 514 199 -71.0 — Dec. Ga
" 200.0 1,850 58 377 17.7 7.0 280 18 Apre Conn.
T 507 3,850 208.0 12811 18.0 a7 574 11.0 Dec Cakif.
§ 51 50,000 0.0 845 3518 74 2826 42 Dex. NY
100.0 2,500 641.0 955 20.1 B4 16.1 59 March Calif.
4L6 5,704 5.1 100.31 NA NA 280 70 Sept. Ohio
100.0 3.115 3R 747 19.0 82 26 - Dec. Fla
5 3 2,850 149 G821 19.0 6.5 6.1 — June Mass.
100.0 1.200 320 1848 244 109 203 8o Dec. Ore.
115 19,200 27 993+ 250.8 136 248.1 96 Dec. Calil. |
3 100.0 2,15 2.2 54 %59 13 65 32 March  Cald '
Q7 3439 113 14441 127 26 14.2 64 Dec. NJ.
1000 1,300 1889 1616 126 6.0 10.2 X July Cahif.
100.0 2427 35.1 840 53.5 26.2 233 —_ April Mass.
100.0 1.800 29 1128 50.0 246 200 87 May Va
100.0 1.240 837 163.0 111 55 215 15.4 Oct. Utab
100.0 1.307 238 1535 243 12.1 343 16.0 June Ga
60 0,000 a5 5591 NA NA 3530 118 Dec. NY
1.1 35,100 7.0 5141 NA NA NA NA June NY
g 100.0 1.597 106.1 124.0 732 1.7 297 16.0 May Calil.
100,0 710 67.5 2785 20 1.0 16.7 7 April NJ
L 100.0 2623 4 754 258 130 £3 — Sept. Cann. |
100.0 1115 119.9 177.1 178 9.0 180 10.4 May Calif i
1 100.0 2,300 (8.0) 856 173 55 56 27 Sept Texas '
100.0 1.545 (3.5) 1238 109 7 233 — Nov, Fa
3 100.0 1,224 145 150.4 184 10.3 19.4 133 Dec. Mass.
100.0 1,800 0.0 100.8 4.6 80 8] 56 June Wash
% 100.0 2577 L1 9.8 30.7 17.1 171 61 Dec. SC
W 100.0 590 (9.8) 3022 114 6.4 8.1 52 March Calil.
100.0 1772 12 989 130 T4 133 131 Dec Ga
3 12.1 30,000 0.0 483 NA NA NA NA Aug KY
100.0 2,300 33 758 63 a6 76 92 Dec. Va
“For Cormpone, i more thor 95 % of revenues rom 1L !
Thened on tote orpor e revenue |
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Ihe 50 Leading Noa-US, IS Companies

TR ey —— e R —
'y A - e - i

. LA . g - o
1987 1987 1984 = el S Y
NON.-US WORLD WORLD 198755 198618 ISREV  1987TOTAL  ISAS%
RANE RANE  RANX COMPANY REVENUE REVENUE % CHANGE REVENUE OF TOTAL
B S 4 Farte L. A740.0 6,575.7 329 13,1082 66.7
3 5 i NCCem 82305 63245 30.1 18,296 8 4.1
S i " Mtk L. 62737 1,728.8 327 13,0706 19.0
¢ "_say 3 Swmens 4G 5.703.0 4,383.3 30.1 28,6157 19.9
. 10 10 ing. C. Ofiverti 4 Ca. SpA 16372 3.869.1 198 5.686.7 8L5
e 13 Touniba Carp. 34414 2,605.0 321 215200 44
’ T 4 Grme B 10075 2,569.1 17.1 10075 100.0
et 16 17 Nisdort Computer AG 28215 20733 36.1 28215 100.0
44 7 19 Matrants Bacrx it Ca. 26285 19721 333 11,906.1 82
| " T NV Philips Gloedompentobretm 26016 1.967 6 122 26,023.1 10.0
. " » 2 STC phe 2,1239 1,750.8 213 1.379.0 2.9 |
| n u - Alcatel NV 2.052.1 1697 4 209 12,909 8 159 |
| __1_!_ o 25 Mitvutwsh Boctre Corp. 16739 1.45.0 244 14,9472 112
" ” i Canen Inc. 1.673.4 94,1 683 6.753.5 244
15 ) ® M Ercisen L5116 13436 125 5,110.2 26
N n M Neppon Unvvoc K onda e 12945 985.9 313 1.294.6 100.0
[ " 7 Ricoh Ca. Lid. 1,275.7 933.8 6.6 43949 2.0
" 36 —_ Impectorate Intemational Lid. 1,225.0 266.8 359.1 1,665.5 716
" ) 12 Seiks Epsan Corp. 1,198.4 1,035.7 157 21843 5.4
x W a2 Ot Froctre Induatry Ca Lo 11373 880.6 29.] 3,1935 3548
n 2 0 Meppon Teiegraph b Teiephone Carp. 11285 905.2 24.7 i8,112.6 3.0
n 45 - Mamorex internatienal 1.041.1 NA NA 1.041.1 100.0
Py “ 2 Sedits Generele 970.1 5679 708 1.7676 203
| M 50 65 ANantic Computers p 459 9 1297 1234 1.031.2 93.1
| = 51 K. Northern Telecom Lad S00.0 SO00 0.0 4,853.5 185
» 52 45 Chohd Co lvd 8292 B08.7 25 105,382 4 0s
v o A2 Mannesmane AG 686.0 4885 04 8215 €13
n 64 =3 Cap Gemini Sogett 6823 4201 624 6823 100.0 ,
b 65 - Econecom international 8V 674.3 4352 549 743 100.0 -
, % o9 — Alps Beciric Co. Ld. 6325 NA NA 26356 24.0
| n 70 s Samiung Fectronica Co. Ld 569.5 395.1 4.1 L1179 138
, n b 63 Rocal Flectronics pic 549.1 1728 16.1 2,178.1 25.2
! ! n 75 — Amyrrod pic 533.0 274.0 s w653 55.2
I " 76 - Comparex Informotion Systeme GebH 530.8 NA NA 5308 100.0
f $ 177 82 CXGww 1369 8.7 577 82,1 0.7 B
' ¥ 82— FedeteA 24.1 3041 M5 241 1000 }
: | @ 83 75 MenkDeeAS 26 349.0 21.1 A28 100.0 ¥
| n 86 72 Feronfi pke 394.3 335.7 188 1.068.5 3 B
» a1 91 Mokin Corp. 1754 2734 373 11817 118 £
«© a3 8 Somy Corp. 365.5 285.2 8.2 94706 i9 ;
L)) 101 - Acer Group 204.0 1470 100.0 119.0 922 =
| Q 105 — Sacen Internatenal Lid. 287.0 250.7 14.5 287.0 100.0
! Q 107 = Kystara Corp. 2816 0.0 NA 2,085.1 115 2
| M 113 140 Memurs Computer Systems Ca. Lk 2575 158.1 629 3770 8.3 L
| | Y 115 = Intec 2538 NA NA 2538 100.0
“ 117 118 Thom EMI ple 246.1 199 .4 234 5,207.7 AT :
e 118 K5 Plessey Ca. ple 2436 2032 169 21076 11.6 1
a 122 > Mo Corp. 235.0 NA NA ZI5.0 SN
| I 124 123 [ 2305 187.7 248 205 100.0 'y
| 0 128 — GoldSter Ca. 127 NA NA NA NA
All corrency figures ore n millons. KA = aol avolable.
|
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Financial Data =
TR B
_ NONDOLLAR ACCTG s a - |
j a’ ‘ corp AS % OF y NET %l |
1987 18 COUNTRY  EMPLS 1987  TOTREV  INCOME BD |
2 YL NLaiue i Japan 89,293 L1547 T 1710 March,
T Vi 1030 V1065 A0 0 1.7 Jagun 101,227 L7114 9.4 2080 March
wROT 150 ¥ 790 0 119 Japat 161,325 2,179.3 6.6 THS Mazch
e 10240 L, S0 2] W Ger. 359,000 34557 121 7054 Sept. '
LADI4 300 LS, 76w 000 .0 PE) Italy 58,087 3306 58 3100 Dec. "
. v Im o e, 0000 4 Japan 124,000 15143 o4 2916 - |
WIADTI 2 T, 960 15 France 26,337 3329 111 s Dec. '
0710 D8 503.0 126 W.Ger. 29,440 2654 94 1469 Dec.
WONO 1450 R M0 0 4 Japan 132.85) 1432.4 7 1,010.7 Nov.
G5.270.0 G4.K20.0 [T Nesth. 336,700 2,154.3 83 4008 Dec
T B0 £1,1942 a5 UK 38860 2575 85 211 Dec |
KLLMD UL TH0O0 29 Beigium 137,000 8612 67 3969 Dec |
vz OTT0 V2266540 68 Japan 70,935 §15.6 5.5 1314 March !
Va2 0140 VIA7 5180 “s Japan NA 4494 66 916 March |
C SeAsLD Skr9, 571.0 0.1 Sweden 70,843 5053 99 1159 Do !
w2270 ¥l 1980 127 Japan 4410 NA NA 201 March
WM 1573570 172 Japan 15,000 2736 62 923 March
w71 K353 IR0 2084 Switz. 7608 NA NA 572 Dec.
wITsaTo ¥174.530.0 .7 Japan 17.000 1948 80 NA March
T WIBAARL0 V1484040 108 Japan 18328 178.0 56 314 March
' ¥1631.201.0 V1525440 7.0 Japas 298, (00 NA NA 13322 March .
G108 NA NA Neth, 14.106 510 49 a0 Nov.
whE2.0 P¥3.994.0 482 France NA NA NA NA Dec |
£587.1 £2931 1003 UK 1134 33 0.3 23 De<
- - - Canada 48778 587.5 121 3288 D
¥119.924 0 W136.2850 120 Japan 10,800 NA NA 1388 March
p1Z30.0 UM1,061.0 16.2 W.Ger 9457 NA NA NA Dec.
94,1000 W2.910.0 09 France 10,600 341 50 “3 Dec.
) G1.366.0 G 1.066.0 251 Neth 1,600 NA NA RA Dex.
d YOLATRO NA NA Japan NA NA NA NA Mt
p ' Wehs 4150 W348.300.0 5 S Korea 84,316 245.9 6.0 6 Dec
a2 £055 £3225 41 UK 22,000 1602 74 1939 March
s » £326.0 L1864 744 UK 10K NA NA 27 June
T NA NA WGer. 105 NA NA 24 Dec
d N ¥70,423.0 ¥52,016.0 354 Japar NA A NA NA Seon
' ' 1580,000.0 LA53,425 0 213 Jtah 4,060 22 55 132 Dec
NKrZ 8470 Nhrd 5800 103 Norway 44858 43.0 102 x4 Diec.
i 12439 L2290 65 Tealby 24,000 NA NA 906 March !
4 Prmk1,650.0 Fmk 1 386.0 19.0 Fenband! 29,300 145.1 o6 786 Diec '
?‘ " V52 859.0 ¥45.054.0 10.0 Japan 51,000 B52.4 9.0 2513 Ot
T09.336.3 05,562.0 67.9 Tawan 3,795 10.0 31 NA Dec.
£1755 0710 26 UK 3800 80 28 NA Dec
: W40.728.5 NA NA Japan NA NA NA NA March
' ¥37.234.0 ¥26,643.0 08 Japan 1.200 NA NA NA Seqn
V36.702.0 NA NA Japac, NA NA NA Na March
£1505 L1360 7 UK 65,000 876 L7 ) Marct |
£149.0 £200.0 255 UK NA NA NA NA Marct, !
7 TOT 4627 NA NA Tarwan NA NA NA NA e
3 #¥1.385.0 ¥r1,300.0 65 France 2,185 118 5.1 NA Dec '
i) W175,.000.0 NA NA Shore NA NA NA NA Dec f
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' e T ———— " % E - - . vl Tadueds 5 A .
1 1991 0P 1981 TOTAL FISCAL it
{ AEVENUE % GROWTH REVENUE  RETURN  YEAR 1981
| 1981 1980 (Smilions)  RATE (DP)  ($ millions) ONEQUITY  END RANK
| RANK RANK COMPANY 3 :
| . 16.7% $29,070.0 19.1% Dec -
1 1 international Business Machine 1.586.6 0.7 3.586.6 127 June T
: 2 4  Digital Equipment Corp. 3,103.3 122 4,1626 104 Dec BN
- 3 3 Control Data Corp. 3071.8° e 34327 1.7 Dec T .
! 4 2  NCA Corp. 29340 ° 248 3,405.4 6.8 Dec 58
- 5 3] Burroughs Corp. — .3 \ .
i 27810 | 89 5,544.0 141 Mar 86
H 8 5  Sperry Corp. 18750 184 3,808.0 16.3 Oct W e
( 7 8  Hewlett-Packard Co. 737 . 85 5.351.2 13.2 Dec vag. 3
-1 3 7  Honeywell, inc. 11000 - 187 8.619.0 18.0 Dec -
| 9 9  Xerox Corp. _ 10085 479 1,008.5 18.7 June 06 s
’ 10 1 Wang Laboratories Inc. : O oy 1 : L
@20 529 9220 175 Dec 81
" 13 Storage Technology ss0 ¢ 1Y 5,285.1 168 Dec 82
12 20 TRW, Inc, a4 138 : Te4 4 134 Sept ‘63
- 13 12 Data General Corp. ™S00 . 578 .. 278540 181 Dec (T
14 17 General Electric Co. 87 - . &7 42060 82 Dec ol Pt
15 14 Texas Instruments inc. -t - : -.
— . - =1
. M7 . 114 6247 279 Mar -
18 15  Computer Sciences Corp. @30 . 209 6130 174 June z s
] 17 16 Automatic Data Procesaing. 5400 33 23,2000 181 Dec T
gy 30 0T @e . . 178 486.7 247 June . v
S 18 Electronic Data Systems ) 02 4741 120 July N e
8 21 Datapoint Corp. . e -3 RSl
' %600 1090 1,8855 39.7 June N Tops
S 3 35  Tandy Corp. “27. o2z 4427 106 Dec B g
b 2 19 Amdahl Corp. a1 42T 4011 22 Sep! R A
- o 23 a7 Apple Computer Inc. =7 . 237, 73849 10.0 Dec % TR
24 25  McDonnell Douglas Corp. W50 6.1 3650 318 Dec P8
25 7 Prime Computer, In¢, 5 : o 2
i M0 124 3491 174 Sep! AT
B 28 23 Mansgement Assistance Inc. M9 250 3439 268 Sept _\n &5
: 27 0 ™S o 32T 3315 278 Juty '
28 91 ™0 100 1,0048 18.0 May
29 2 3209 16 3208 122 Apni
30 26 - _
3130 1.606.2 207 June
n 28 8.9 1,100.0 153 May
2 24 =7 897 97 Dec
3 38 mr 0.7 250 Dec
34 41 mo 2700 114 Mar
35 3 ,
1,846.0 119 Dec
36 70 56360 201 Dec
b 14 34 2425 129 Sect |
£ 53 2400 NM Mar i
SEEE | - 07 NM Dec :
.40 & ke
Q) BT 2 o - i -3
| ‘aﬁ& i
L ek Y A .;'. g s
A O :
;&.' P ._" - —
e . 'al,.z.« Dec. &
Dec- & o
-
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RAYTHEON CO.
RAYTHEON DATA SYSTEMS
141 Spring Street
Lexington, MA 02173

(617) 862-6600

Raytheon Data Systems, the data processing division of Ray-
theon Co,, saw little growth in 1981, Revenues for the group
stood at $245 million, which was an 8.8% increase for the year

Raytheon Data Systems® biggest revenue producer is its
line of IM-compatible terminals. Products such as the prs 100,
3270 intelligent terminals, PTS 1200, high end 3270 intelligent
terminals, and P1s 2000 accounted for $100 million in sales last
year

The company also sells distributed data processing sys
tems under the PTS/1200 name. Such products accounted for $25
million in revenues last year, Service and maintenance for
Raytheon products accounted for another $45 million

One of the major focuses of the company’s efforts is its
word processing business, which brought in $75 million in rev-
enues in 1981, The company aims to enter the office of the fu-
ture market by combining the word processing expertise that it
bought when it acquired Lexitron in 1977 with the experience
that it has acquired internally in data processing

Towards that end, RDS last year undertook a major reor
ganization in which it folded Lexitron into its operations as a
consolidated division instcad of as a subsidiary. Al the same
time, the company combined its regional sales and service staffs
for terminals and word processing into one force dedicated to all
of the company’s products

In the office equipment area, RDS last year introduced a
standalone workstation, the Informa 2202/2203 Information Sta-
tion. It is working on a new product line, which will combine
word processing and distributed data processing for a variety of
industries, that it expects to introduce some time in 1983

On the data processing side, RDS added enhancements to
its PTS 2000 intelligent terminal systems, and added a member to
its distributed processing system, the prs 1210

Raytheon Co., which reported a rise in profits of 14.8%
to $324 million on revenues of $5.6 billion for fiscal 1981, in-
cludes a number of operations outside of RDS that are involved
in data processing. Raytheon Service Co, provides computer
equipment maintenance, Raytheon Semiconductor makes chips,
Raytheon Equipment makes some displays for military use, and
Raytheon Seismograph makes tumkey seismic analysis systems.

184 DATAMATION
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TANDEM COMPUTERS INC.
1933 Valico Parkway
Cupertino, CA 95017

(408) 725-6000

Tandem Computers Inc.. the originator of nonstop multiple pro-
cessor computers for on-line data transactions, experienced an
other year of remarkable growth. Revenues for calendar year
1981 increased 88.4% to $242.5 million while net income was
up 134% to $30.8 million. Tandem increased its customer base
by more than 60% and now has 2,500 processors installed at
some 500 locations

The company introduced its second system, the NonStop
[l, designed to provide improved price/performance for users
with larger on-line transaction needs. Both the NonStop and the
NonStop 11 utilize multiple processors, multiple controllers, and
multiple datapaths. If one part of the computer fails, the operal
ing software automatically reallocates the workload. NonStop
systems can remain running even during servicing

Tandem offers several software packages to facilitate the
development of on-line applications. These include EXPAND net
work software, ENCOMPASS database management software,
ACCESS communications software, and EXCHANGE remote batch
station software. About two thirds of Tandem's sales are to end
users, who develop their own applications software, while the
rest are to software and systems development houses

Virtually alone in its market since delivering the first
NonStop system in 1977, Tandem now faces direct competition
Stratus Computer Inc. of Natick, Mass.. introduced its **fault
tolerant™ system last fall, with first deliveries scheduled for this
year, Dosc Inc. of Albertson, N.Y., unveiled its Failsafe system
in December; and Sequoia Systems, also of Natick, indicated it
plans to enter the market in 1983

Having surpassed the critical $100 million mark in sales
Tandem also must successfully cope with its own growing pains
During 1981 Tandem more than doubled the number of its em
ployees (to over 3.000), opening new marketing and support of
fices both here and abroad, as well as expanding its manufactur
ing operations to three additional sites in California. Virginia.
and Texas. In fiscal 1981, Tandem increased its investment in
rescarch and development by 103% to $17.8 million. The funds
were devoted to efforts toward improving programmer productis
ity, equipment serviceability, database software, networking, and
communications technology

About one third of Tandem's revenues are from foreign {
sales. Important developments there include a multimillion-dollar
contract from Sweden's major wirline (Tandem would like 1o
penctrate the airline market in the U.S. as well), Currently, Tan-
dem’s strongest market is manufacturing. This year. however, it
introduced an ergonomically designed display terminal that it
hopes will make its NonStop computers more attractive to finan
cial and government agencies, especially in Europe F
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38 THE ECONOMY 41 RESQURCES

A stampede 1o cul taxes
Trying to disguise tax flip-tiops 42

The Fed will stick to its guns COMMENTARY

38 ECONOMIC TREND
The virtues of debating a tax cut 42 CAPITOL HILL
38 EXECUTIVE SUITE 43 UNIONS

Mabil helps an ailing Ward
An anti-IBM merger collapses

40 METALS
A copper strike over COLA
DEPARTMENTS

Behind Carter’s energy losses
The high court's indecision
An alliance blocking lobby reform 50

Auto workers head for welfare

46 AVIATION
OMB strates the F-18
Pratt & Whitney's new engine

48 WORLD TRADE
Calitornia wine's French accent

IN BUSINESS THIS WEEK
Sohio, Superior Oil, Canadian
paper sirike, Branift, Pullman,
American Motors, Gould, Gilletie,
Pepcom, IVECO trucks

64 TRANSPORTATION
Back to railroading

for & new ers

Once again, Union Pacific s shaking 50¢
up the raliroad Industry. After

successfully diversitying into energy

8 decade ago, the company has 508

shifted emphasis back 10 its rall

lines, It is embarking on a plan that would make i1, in the

words of one analyst, “‘the strongest system in the WesL." a4

UP's move, combined with deregulation, is prompting

a spate of shotgun-iike marriages among other raliroads

and as a resull the Industry will never be the same ,77

3
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It has coaxed the URW fo give back some gains 58

KMS's stormy return 10 mergers
An attempt to acquire Citation Cos

Money & banking: A cold eye al the discount window 920
Tougher rules 1o deal with increased demand

investment figures of the week

IDEAS & TRENDS
Inviting war by on-and-off defense
Greater security risks and costlier weapons

INDUSTRIAL PRODUCTION
Aluminum radiators cstch on
GM takes the lead in switching from copper unils

INDUSTRIAL RELATIONS
How 1o create jobs when a plant closes
British Steel and others iry 10 ease uphoavals

INDUSTRIES
mrpnng troubles from the farm belt
he recession is shrinking real farm income

INFORMATION PROCESSING
Data pfmnhg: makes Tandem run
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Latest Pravious Month Year ms;
F]g ures of the week weaon weok ago 80  aversge
Production indicators :
Raw steel/Amer, iron & Steel inst., thous. of net tons Junae 28 1692 | 7678 | 1863 2. 804 7. 440
Automobiles’ Ward's Automotive Reports tl el : June 28 124498 N 123967r2 126 880 188 333 142 438
Trucks/ Ward's Automotive Reports SET S B June 28 26437 O 30330r=| 25045 71847 400
Electric power/Edison Elec. Inst., millions of kilowatt-hours June 28 wose E ya0s 40,885 A4 258 , -'4
Crude-oil refinery runs/Amer. Pet. Inst., dally av., thous. of bbl Juna 28 13 x 13707 13'95,— 14 --: ' 2 B8
Bituminous coal /Energy Depl., thous. of net tons . June 21 | 1?,‘568 : 18.000 - 17.070 w.. A
Paperboard/Amer. Paper Inst., thous. of tons it - Juna 21 543i= w 560 9 8208 r , ¥ 138 8
Paper/Amer. Paper inst., thous. of tons = : June 21 57508 € 565 .0¢ éﬂ1 a -~ . a
Lumber/ ' WWPA', SFPA’, 225 mills. millions of 1 ... = June 21 188 6% 5 176.0 146 8 ;-‘ . ._ . ‘
Rail freight traffic/Assn. of Amer. RRs, billions of ton-miles June 21 18.3m 18.3 17.7 > : 2 B
Prices -
Gold/Wed. final setting, London open mkt., troy oz o July 2 $68681.500 $622500 $571500 $281.900 -1 'S 000
Finished steel composite iron Age. Ib S S S R e July 1 21.73%¢ 21.730¢ 21.73%¢ ‘19 p:..ﬁ;l ., T .1:-_
Copper/Electrolytic, del.. Metals Week, Ib - - June 28 91.8e 00.6¢ 87.0¢ 8% :c ‘ B
Aluminum, primary ingot /major U.S. producer, Metals Week. Ib. June 28 T.7¢t 71.7¢2 71.7e1 53 : e
Wheal/No. 2 hard, Kansas City, Grain Market Review, bu., Junae 28 8419 $4.08 $4.14 54 :: c ' ¢ :.
Cotton/strict low middiing 1-1/18 in., USDA, Ib " . June 28 T1.64¢ T1.88¢ T4.12¢ 62 -}7 : 3
Industrial raw materials, 13 spot commodities/BLS, Tues. index June 24 268.0 268.4 273.3 :;“ ‘ s I:]
Foodstufts, § spol commodities/BLS, Tues. Index ............ e JUNG 24 260.9 244 ¢ ;49 B ?65 T Il 0
U
Finance
AA corporate bond yield/ SAP | July 2 10.94% 10.46%, 11.00% 8.23%, £ :—
Prime commercial paper rate/dealer, 91-119 days, Fed. Res. ....... June 25 B.08% 7.97% B.22% e . . h; '
Eurodollar rate 3-month, Fed. Res s : . June 25 9.25% B8.99% 9 ?B" 10 28? .‘A
Free reserves Fed. Res.. in millions S =S S BT s SUNG 25 -$127 - 8221 -$1 039‘ - ‘16?8‘: ~ .I‘t..:‘
Money supply (M1-B)/Fed. Res., seas. ad]., in billionst .... - June 18 3625 $380. 1r ‘3'33 3 ’3;3 S $ ,7'.'
Commercial, industr., and ag. loans./Fed. Res., in millions : June 18  $163,320 $182.543 $161040 ‘150'375 S:A‘E-i f‘
Monthly figures S TR
ago 8gC  average
12 leading indicators composite/Comm. Dept., seas. adj., index May 1234 126 4¢ 141 4 106.0
Manutacturers’ inventories/Comm. Dept.. seas. adj., in billions ... May $243.1 $242 5¢ $2109 Ml.ﬁ
Constr. spending/Census Bur., seas. ad]., annual rate, in billions .. May $2185 $226.6¢ 522_—,'0 $78.0
Domestic air cargo/express and fri., ATA, millions of ton-miles ... May 350.3 3339 343'0 m
Exports/Comm. Depl., seas. ad).. inmillions .................. SMay : $17878 318 aés $14,083 $2.556
imports/Comm. Dept., seas. ad)., in millions ., ety vt May : $20,528 319I303 313'43,3 52.339
. ;:’:1.:'::;1‘::;-::-;;‘:‘:!:“ Sbove are seasonally adjusted in computing the Business Week index (charl] other components (not listed) are machinery and
* Prefiminary, sees ended June 21 T New series. M, has Deen discontivrced T Paviasd 1 Average, 100 ‘thrss U S5 pre
1 Waslan Wood Progucts Asen 2 Southern Forest Products Assn NA' Mot swaliabis ducers
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IS YOUR COPIER REPAIRMAN
BECOMING A MEMBER OF THE FAMILY?

The EP 310 is also very economical. It has a recycling
system that saves you money on toner and
an automatic standby mode that saves
you money on energy. The EP 310 even
saves space. It's small enough to siton a
desk, and still let you see the desk,
So if you'd rather depend on your
copier, instead of your
copier repairman, get
yourself o Minolta
EP 310.
For the Minolta
dealer nearest you, look
under “Copying Machines and
Supplies” in the Yellow Pages or con-
tact Minolta Corporation, Business
Equipment Division, 101 Williams Drive, Ramsey, NJ
07446, In Canada: Minclta Business Equipment (Canada)
Ltd., Scarborough, Ontario.
Call Toll-Free 800-526-5256; In New Jersey,

Call 201-797-7808,

Maybe what you need is a more dependable copier,

A Minolta EP 310
The EP 310 has a short, straight paper & ' / t

path so it's virtually jomproof.

You'll know what's going on inside
the EP 310 becouse it has a self-
diagnostic system. It tells you when
to add paper or foner. And if o
repair is necessary, the EP 310
tells you what to tell the
repairman over the phone

So his visit will be
short and 1o the point

In addition, the Minolta
EP 310 turns out remarkably crisp, clear
copies of almost anything. Even three-
dimensional objects like books. Its special micro-toning
system gives copies keen edge-fo-edge sharpness and con-
trast. In any size from 572" x 812" to 10%4" x 14", And you
can copy onto any paper, including letterhead, colored
paper, billing forms and overhead fransparencies.

minolla EP310

A BUSINESS PARTNER YOU CAN DEPEND ON.
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Readers report

What price loyalty?

In his article “Why Europe speaks noft.l)'
to Russia” (Ideas & trends, June 16),
Ulrich Steger, a Social Democrat in the
West German Bundestag, states “The
Soviet Union needs 40 divisions to
ensure the political loyalty of its allies.
The United States needs not one single
soldier.”

Either Mr. Steger is naive or he
believes the American taxpayer is. Any
superficial loyalty displayed by our allies
in Europe would very soon disintegrate
if the U. S. cut its defense budget of $150
billion in half and pulled back our troops
that are scattered all over Europe. Any
loyalty on the part of our allies is &
self-serving type of loyalty

Robert F. Kirschner

Lakeville, Mass.

A hard deal to resist

In “Getty: Spending a windfall to diver-
sify far out of oil" (Corporate strategies,
June 23), you hit on what is an obvious,
attractive way for oil companies’ owners
to diversify. Repurchasing outstanding
shares is a dividend, very lightly taxed,
that Getty owners may want to use to
buy assets other than ofl and s

No doubt in surveying his sharehold-
ers, Chairman [Sidney R.] Petersen
would find a substantial number of
households in favor of share repur-
chases. Who could beat a dividend of $45
per share (the increase in value during
the past year) and more, taxed at n
maximum of 28% ?

- JW[Ih Combs
Oak Park, 111

The UAW's hard times

In “The UAW's time of trial" (Lahor,
June 16), United Auto Workers Presi.
dent Douglas A. Fraser accepts the fact
that the U. 8. automobile industry (and
his union) are facing hard times. One
might expect him to urge greater pro-
ductivity from his union meémbers, This
certainly is not the case. Instead, he
advocates shifting the burden to the
already overtaxed U. 8. consumer by

® Imposing import controls on fon'*i;m-
made automobiles. This reduction in

competition would, of cuw lead g
higher prices for foreign domeste
automobiles —a price incr 10 be paid
by the consumer

® Advocating national benl!  insurane
Fraser admits that medica ITANCY gt
$2000 per employee per § a heasy
load for the industry to ca His poly-
tion: Transfer the costs to | NSUMmer.
axpayer

I resent Fraser’s attem; tranafer
the UAW's problems W hercan
consumer-LAXpayers, many vhom s
not nearly as well off fina v a8 Lhe
UAW's members

A. Pelt
Jacksonville, Fla
A choice of cars
Your editorial “What | o need”
(June 2) supporting impor trictiond
on Japanese cars was some t contra
dictory. You even noted in Htorial it
would be unwise to risk ing “an
international trade war b tting out
importe” Yet in its concl the sl
torial suggests import o for the
next two years, 1o “give 1 5. indus-
try time to breathe ”

It in doubtful that buyers,
deprived of lower-priced, er, Tuel
efficient ears, will turn 1o v expen.
sive, less fuel-officient big that are
in abundant supply. Re jons on
imported automobiles will oy deny
American consumers that r ! to pur-
chase A produet that will p them
conserve energy and counter hle-digt
inflation

C.F lingame
Torrance, Calif
Profits under socialiam
In “China meeks a pew m agrement
cadre” l.\lanmmrnt, June 16) it s

stated that the development of market-
Ing management skills is “unexpected
for a il ist country.” While such &
development might have been unexpect-
ed within the spartan sconomic context
of Maoism, it cannot be regarded as
inconsistent with the thrust of China's
current policies, or for that matter, any
socialist country that seriously seeks 10
Improve not only productive efficiency
but that of subsequent consumer distri-
bution as wel]

It is frequently suggested in the West:
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ern press that profit is contradictory to
socialist goals. Yet most responsible
socialist economists recognize that prof-
its fund new productive capacity. They
question only the distribution of profits
to the capitalist at the expense of the
worker and new productive investment.

Robin Oliver
San Francisco

An incorrect rating

The article “The Arabs take their money
and run” (Money & credit, June 30)
contains a serious error regarding the
credit rating of Procter & Gamble Co.
Procter & Gamble has a triple-A credit
rating from both Moody’s and Standard
& 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
8 BW regrets the error. P&G's credit rat-
ing is, and was, triple-A.

OPEC's ‘free lunch’

In “The entitlements plan has run out of
friends” (Regulators, June 16), we learn
that one of the architects of the energy
entitlements plan, Ottie T. Vipperman
Jr., is now upset because the program
“discriminates” against small refiners
and doesn't go far enough in equalizing
crude costs.

The article fails to mention the most
sinister and mindless characteristics of
the entitlements plan. Since every pur-
chase of OPEC oil is accompanied by a
grant from the Energy Dept. and every
purchase of domestic petroleum is penal-
ized, the program acts as an enormous
motivator for increased U. 8. dependence
on imported oil and for 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 resources. The
discrimination issue raised by Vipper-
man is a red herring.

Steven E. Plaut
Assistant Professor of Economics

& Public Service Studies
Oberlin College
Oberlin, Ohio

The pay at the NEA

1 was surprised that you did not include
in your article “The inflationary push on
pay for union brass” (Labor, May 12) the
National Education Assn.,, but chose
instead the American Federation of
Teachers as representative of teacher
unionization.
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Not only does the NEA have approxi-
mately three times as many members &S
the APT, but it also has been classified by
the Internal Revenue Service and the
Labor Dept. as a labor organization.

It would have been interesting to se¢
just how the NEA would have '[md in
comparison with other labor unions cofi-
cerning the salaries for its top brass.

George C. Bevel
Director, public relations :
Public Service Research Council
Vienna, Va.
s For the year ended Awg 31, 1975,
John Ryor, president of the 1.9 million-
member NEA, earned $50,000 in salary,
£20,000 in allowances, and $13817 in
expenses—a total of $88.817. The
respective figures for Executive Dirve-
tory Terry Herndom were 368814,
$2.918, and $18,785—a total of $85.542.

Robots vs. humans

Your cover article “Robots join the labor
force” (Technology, June 9) makes some
sweeping prognostications about the im-
pact robots will have on manufacturing
processes and jobs in the years ahead

The fact that robots were first intro-
duced in the early 1960s in the U. 5. and
today are selling only about 1,850 units &
year does suggest that there must be
something grossly inadequate about
them.

Robots will for many years be viable
in limited manufacturing and assembly

applications. They are siow
{aster; Lhey require rigors
disciplines, but are getting mo
as they learn to "see ani
ambitious comments &b
50% of assembly worker
somewhat reckloss

The speed, skill, inte
ahility, fexibility, and
human assembler will not
robots for years 1o coms
productivity dilemma w
to any significant degre
evolution

Vice-President,

advanced technology §
Black & Decker Mfg. Co
Towson, Md

No doubt displaced wi
retrained to program,
oversee robots. But robaot
more jobs than they pros
This will ultimately =
the baby-boom chilire
ment age and a smaller «
ports a growing populs
citisens. However, “robo
pose the greatest thres
groups, for whom the bab:
later and lasted longs
groups, & decrease in hig!
ry jobs will cut off an im
route to & better life
|
Santa Barbara, Calif
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MOVING? RENEWING”
NEW SUBSCRIPTION?

\ [_, I'm moving. My new acdress is listed

L I'm renswang my subscnplion

L 1d ke 10 become & subscriber
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Allyou need to get 575,000 travel accident
insurance automatically.

Pass the lines at the insurance counter, skip filling out
forms, just go to the gare. You're already protected. Every
time you put your tickets (plane, train or ship tickets)
on the Card you are automatically covered with $75,000
in Travel Accident Insurance. One ticket or a family’s
worth, they're all covered. The cost is included in vour
Cardmembership fee! Charge your tickets in advance
and you're covered on your way to and from the air-
port in a taxi, bus or airport limo. One more |
Undaiiiihs reason to carry the American Express'Card. ,. —
"

Fermun 't Fund Amersem

gl i Don't leave home without it.




The newest face in
African gold is
80 years old.

From Swaziland, a tiny
country in the African
interior, comes big
news of a 24 karat gold
coin that just 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 80-year-old
monarch King Sobhuza on one side; Britain's Queen
Elizabeth on the other.

Premex is proud to be the U.S. distributor of the Swazi.
offering both the one Troy ounce and one-half Troy ounce
versions in lots of 10 and 20 units, respectively.

Other Premex plans

When you write or call for more information on the Swazi.
be sure to ask about the other investment plans Premex
offers; including opportunities in gold bullion, silver copper
and platinum.

Please rush me information on the new Swazi coin.

— Send me your informative brochure on other
Premex investment plans,

NAME
ADDRESS

ciTY STATE

HOME PHONE BUSINESS PHONE

-‘_-_-___‘_-_‘—-——

Call us toll-free: 800-854-2222 (in Calif ; 800-532-377¢6
7670 Opportunity Rd., San Diego, Calif. g2 111 ]

586
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which they sell manu ired ool
high. He makes little of the
increasss in ol prices wd by o,
which lay an especially ¢ burden
poor countnes

Barne! concludes 1t} 'h"l‘h‘

won't run out in & sehme

time soon, 1t will not «ducerd g
eough to meet “Lhe ous escaly
tion of demand in U dustristing
countries. “The world cady in el
midst of a transition & tpet ol
civilization,” he wrils 8. poliy

should make use of s 0 foslsw
ooal, natural gas, and necessary,
nuchear ;lllnh W cary ita D year
shift from odl to & wide v of renes.

able enengy sources ally soly |
energy. Planning and emenlatiog)
should take place at the | level By
tl‘-![ lbd aeroRpare oo ] Ih{mu
largely be kept out of 1) nsition

The “north-south”™ he befic trade
in minerals, he says {istributing
wealth toward the alrea h countnes
at the expense of the ones. The B
industrialized countries id agree 8
a mechanism for stabi prioes asd
Agree 1o pay even highe ™ In cof
pensation. They should de low-cost
credit and transfer capet | technolo-
© on a favorable hasia r food, the
U. 8. of course, has an ¢ wis MdvaR-
tagr Harnet says Lhat b» hie country
and others should shift from sgrt
business and back towar aller {arms
.ﬂd lewa eneryey - intens culture

Along with all this | { sayy, e
industrialized countries ' -.m;lﬁlf
gromaly unsuitable deve At models
and !ﬂ'hntvilﬂ on ey e v oontnes
These waste eSOy e ¢ masae
unemploy ment — world aness will
be “the time bomb of the " Barnet
foels — and benefit only & olites with-
in the Third World The « , eredit and
capital transfer mentios above wil
leave these countries to choose Lhelf 098
modes of developerment

m ook ﬁlmimh ittt 3 ","\ﬂ foe

the industrialised nations to conser™
rescurces and adopt polickes that W
their poor neighbors achieve great
e self-safficiency. These are lsodsd®
als. For example, the U S, as ma®
Studies have pointed out, could prosp®
with far less consumption of enerd

H-L'! Erowth and the -!ruaﬂ“ for
Pesources involve vital self-interests 5%
ikely to yieid to exhortation Mort
Important, Barnet haas ;'m'n.l‘:lni n""'"b'?
the factual nor the analytical basis ¥
Justify the total dismantling of
world's pelitical and sconomic gtructure
that he urges. The Lean Years should be
resd, but read with caution

—Jack Patiers’

» . thv
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With the quality of
Polyglycoat, you're sure
to get the results

you've always hoped for
The longer you keep
your car looking ncw,

the more you enhance the
value of vour classic.

Transform an old car

into your own precious
classic. Now you can
apply these special
products with confidence,
because they come from
the world’s most famous

name in car protection.

Chrome & Metal Cleaner— Romoves tamish and rus! stains; polishes chrome, brass and copper. Tire Reconditioner & Cleaner— Restores and brightens tires |
wipas away greass and dirt. Fabric Shampoo—Cleans and freshens upholstery, rugs and velours Liquid Glaze —Creates a high lustre and halps screen
harsh sun rays. Wash & Shine— Add sparide to your finish as you wash uld Cleaning Comp d—Cut through oxidation in minutes to restore lustre

Viny! Stripper— Restores vinyl car lops and interiors Viny! Finlsh—To help prevent discoloration and preserve your vinyl longer.

Introduce your car to the car lovers...

Vo]

B —

Available at New Car Dealer Parts Departments everywhere. JCPenneys and Sears.

2 1Oy P laemts




' DOING BUSINE'ST

WE TAKE YO




HE WESTERN WAY.

[

*vening, (o get you there in
time for work, then get you
home again. In all, more than
400 fiights to 39 cities—in
the West and beyond —
every day.

Next, on-time perfor-
mance. \Westerm is consis-
tently one of the top on-time
airlines in the country. So you
can count on keeping the
appointments you make

Finally, service, The kind
that comes from an ottitude,

not from a book. There’s a
can-do attitude that built
Western Airlines, and you'll
feel it every time you fly
with us.

At Western, we're doing
everything we can for
the best customers we've
got: business people
like you.

That'’s the Western way.

Pictured, clockwise from top lelfr Seattie
Tacoma, Sen Francisco, S
Minneapolis/SL Poul. Wi

Denver. Los Angeles, Portiand

FLY THE WESTERN WAY TO ALL THESE PLACES - AND MORE
AL ASIA
CALGARY
VANC OUVER :

SEATTLE/ TAC OMA MINNEAPOLIS/ST PALL

FORTLAND -
SALT LAXE CITY
" AN '« DENVER .
RAN FRANCISCO » WASHING TOMN
« LAS VEGAS D¢
LIS ANGELES » e -
AN DIEGO = PHOENIX UA.:.'.!.

* HALA| e, / NASSALL BAMHAMAS «

MEXICO

27 The Westernway tofiy.
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ideas & trends

By Robert F. Yost

Peaks and valleys
in military
budgets run up
the costs and
breed crises.

The U. S. would

—

Get your own
Week ove 1Y week
off the News “” 1

Price. A fuy ye
- 51 Issyes rt v

of 60¢ per I155ue)
This ig a 60,
;Iwngs off the

50 newsstang
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/ SUbscription ale

Robert F. Yost s & senlor member of
the stafl of Computer Sciences Corp,,
one of the leading developers ol com-
puter soltware

Orawing try Dawid (0 Kl

IDEAS & TRENDS

copy of Bm:m 53
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Inviting war by on-and-off defense

“We finish each bloody war with a feeling of
acute revulsion against this savage form of
human behavior. And yvet 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 WEEK 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
nilots, -aubmanners. and maintenance personnel,
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® Erosion of the industrial base. M

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
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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 GNP 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 increase
from the present 5% level, about $30 billion more
in absolute terms. By way of perspective, though,
theSanatshawomspentusb) at least $240
lnlhon in 1980 dollars since 1968, according to

ecretary of Defense William J. Perry.
- pee Agency calculates that
b to 12% of their GNP on

r defense, and particularly
reflects more than defense

A given level of defense,
other figure, is not the whole
hore defense for less (that is,
-and-valley average). Tough
ch programs to continue and
required, and these are much
a public agency fishbowl than
vironment. Policymakers must
effect their decisions will have
s General Accounting Office
at incentives for capital invest-
ontractors are adversely affect-
funding and modest rewards.

in a way that the Russians

mething to startle and alarm us,
| In Py ,_-.:, Cona oM launching in 1957, or something
} (800) 55,' 5"‘0' M Top ' '. ““ 60 ir masks and reveals their grand

in 1956, Czechoslovakia in 1968,
ghanistan and the Middle East.
5 cause us to recognize the need
pab:lity appropriate for a world

wer. Bupstippose the Russians waited two doz-
en humd of one dozen, between overt
moves. ould we retain the lessons learned so
pmnfuily in the past? Or might we try once tno
often to play catch-up ball?
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Inviting war by on-and-off defense

“We finish each bloody war with a feeling of
acute revulsion against this savage form of
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 WEEK 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 penny-wise history. The peaks and valleys in our
national preparedness reflect the peaks and val-
leys in defense 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 costly than maintaining a
sustained level.

Consider these events and defense expenditure
levels. Before World War 11, 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 we devoted more than 36% of
our GNP to defense. In the postwar period, we
squeezed defense down to 4.7% of GNP in fiscal
1950. We got Korea. Defense costs rose to more
than 12% of GNP in 1953. After Korea, spending
for defense dropped again, although not so 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 1973, then
5.8% in 1977, and 5% in 1979.

The effects of this sawtooth profile are:
® Greater security 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.
®m 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 oNP 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 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 Agency calculates that
the Soviets spent 11% to 12% of their GNP on
defense throughout the 1970s.

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

The tough decisions. A given level of defense,
whether 6% or some 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 agency fishbowl than
in an industrial environment. Policymakers must
also be alert to the effect their decisions will have
on productivity. The General Accounting 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 something to startle and alarm us,
as in the Sputnik launching in 1957, or something
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 overt
moves. Would we retain the lessons learned so
painfully in the past? Or might we try once hoo
often to play catch-up ball?
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sions for the aged.

The German government, according
to Horlick, adds a hefty bonus to spe-
cial savings accounts that are frozen for
seven years, and to which 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 plus 2% for
each of the account holder's dependent
children. Besides bank accounts, sav-
ings can take the form of life insurance
policies, building society shares, and
corporate stock or bonds, and anyone
with a taxable income below $13,000 or
so is eligible to participate in the pro-
gram and contribute up to $435 a year
to such an account. The deposit and
income ceilings are doubled for married
couples, and the income limit is raised
by $1,000 for each dependent child. (A
higher annual bonus of 18% is paid on
savings earmarked for the purchase or
remodeling of a house,) In addition,
says Horlick, a worker who chooses to
set up such a seven-year account
through his employer, by authorizing
regular payroll deductions, can
for a 30% annual government bonus on
deposits of up to $350,

By any standards, the German say-
ings program has been wildly success-
ful. Many low-income groups that for-
merly saved little if anything are now
avid savers, and participation in the
program soared to 16 million In 1975
from 50,000 in 1961. What is more
studies indicate that 60% of the govern.
ment-encouraged accounts are main.
tained even after the seven-year hold-
ing period is completed.

One side note: Because the cost of
the program NOW accounts for some 29
of total public spending, that may help
to explain how Gerrnmy in recent years
has managed to ryn larger relative

for May, released loday, which came in |

at an 11% annual pace — the same as in
April. Indeed, the impact of declining
interest rates may not materialize
before late September, when the Au-
gust rate is published.

Although some posted mortgage
interest rales bagan 10 decline in April,
the method used 10 calculate home
financing costs in the om
such declines only after a lag of several
months. About B5% of the home financ-
ing component is taken from Federal
Home Loan Bank Board dats on the
average interes! rate for morigages
actually closed in the month before the
month of the price survey. The latest
ch, for example, incorporated Apeil
mortgage statistics, and in that month
the rate for mort closed rose
sharply 10 13.51% from 12 88% in
March. This produced a 3% increase n
the home financing component of the
May cr. What's more, the morigage
closing rate in May, the numbar 1o be
used in the June om, rose hat! & point

Meanwhile, the BVErage rale iInCorpo-
raled in new morigage commitments
plunged 10 15.91% in May from a high
of 16.93% in April. Richard G. Marcis.
Chief economist for the Bank Board,
Says ! normally takes at least two
months before commitment rates are
transiated into actual morigage closing
rates. So it could be the August cm
before any big improvement shows up

June 25
Inventories start to emit
ared alert to business

it was not

'y the level of business invento-  Even If the consumer price index
Ssles seams 10 be dip 10 & 5% or 6% annual rate

ries in relation 10

supposed 1o haopen. bt WON't keep accelerating

ES 1
Economic diary/ June 23-June 27 —
.S, while climbing in a pattern re scent of thy
June 23 budgﬂingd:‘ﬂf;&"m‘:;& surge In late 1974 (chs ') The Com
meroe Depl. reports 11 al invent
How West Germany 10-0aie8 ratios Jumped t arply ::;
Ay g o e v &
Economists who are wondering how to the e it sualt oo, . ¢ n
increase capital formation by raising Cheaper mortgages fail ""::mw 2 "-"" &
the long-run savings rate in the U.S. to slow the m index :"'op"‘:.“ " 'M""d'! e ,h:""
should watch the West Germans. In v b Sk o 3 “"""‘m‘"‘r
recent testimony before the President's The Carter Adrnhmnﬂonm been g tugonl. . ‘mm
Commission on Pension Policy, Max pinning most of its hopes for & quick, -+ acing 0"“‘”" “~rwmc:l
Horlick of the Social Security Adminis- dramatic break in the consumer price : ““n b Wm. bo. . -
tration pointed out that the Germans Index on the expectation thal morigage  SCONOM - onal,
have had a national program for “sub- interest rates, whose rise pushed the W
sidizing the accumulation of assets by index to an 18% annual rate of increase  /~ A disquieti:  paraliel
individuals™ since the early 1960s— in the first quarter, will exert downward 10 the 1974.7" ‘o ol
mainly to encourage savings to supple- pressure on the index this summer. But : essi
ment social security and private pen- the decline did not show up In the cm s v— .

commodities trading fum. Kipnis be
heves that businesses have not fully
approciated the severity of the decine
in demand
“They're cutting stocks, but not fast
enough.” he maintaing, “s0 we'll s
sizable additions 10 inventories in e
months ahead ” The danger, says K¢
nis, is that efforts 10 siash inventories
will result in higher unempioyrment
will inspire further declines In
spending. “if that happens,” he *:‘";
‘the economy could face a | by
inventory cycle that will considerd
oxacerbate the receasion.’
June 26 S
Some reasons inflation

does
later this
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year, when it finally reflects the drop in
mortgage rates, observers are already
warning that such a slowdown in the cpi
would be a temporary phenomenon.
Indeed, R. Robert Russell, director of
the Council on Wage & Price Stability,
recently noted that the underlying rate
of Inflation —determined by the pace of
wage Increases minus productivity
gains—is now “almost 10%."

In the latest issue of Chemical Bank's
Weekly Economic Package, however,
sconomist Richard Scott-Ram cautions
clients against concluding that the
underlying inflation rate will continue to
move up in coming years. For one
thing, he notes that the gross national
product deflator (''the most meaningful
measure of inflation') has actually
porad during this business cycle at a

* lavel than in the preceding cycle.

a0 leels Washington is far more
roceptive to sustained monetary disci-
pline by the Federal Reserve.

Scott-Ram also points out that pro-
ductivity trends are likely to improve—
il only because of the maturation of the
baby boom generation and Industry's
smaller pollution investment require-
ments. And he doubts that energy infla-
tion can continue at the record clip of
racent years. He notes that the bond
market seems skeptical that inflation
will accelerate, since new 20- to 30-
year AA utilities now yield only 11%.

June 27
As unemployment claims

rise, the states get tough

The Labor Dept.'s latest tally indicates
that initial unemployment insurance
claims rose by 11,000 to 610,000 dur-
ing the week ending June 21. This
marks the 11th straight week that the
claims number exceeded the peak
touched during the last recession (be-
fore the program was expanded in 1978
to cover state and local government
workers and other groups).

The latest claims rate is still below
the 670,000 level it reached in three of
the previous five weeks, suggesting
that the economy's headiong plunge
could be moderating. But the rate
would be running even higher this year
if a number of states had not tightened
eligibility standards for jobless benefits.
Nine states in 1979 boosted the mini-
mum amount a claimant must have
earmned to qualify for benefits, and sev-

eral tightened other requirements. &
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ba,” the provincial power com-
any. supplies electric power and
natural gas by planning decades
: r the steady Industrial and
1l growth of the area.
its establishment as a prov-
in 1820, and until 1880, its capi-
s Buenos Aires, Untll 1862, the
onducted the foreign af-
ntire nation, then known
. ederation. In 1882, a new
[1::{.-.';:, ial capital was created, La

| Plata, which was designed and built

on high ground near the port of
Ensenada. As a result, La Plata is a
city of wide, tree-lined boulevards,
parks and magnificent 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 partofthe
province, the government awards
concessions to the highest bidders,
regardless of nationality. According
to Dr. Salaberren, in some instances
the provincial government, or that of
the municipalities, is willing to guar-
antee a minimum of 8% profit to con-
cessionaires, 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 o pri-
vate enterprise,” Dr. Salaberren
says. "We are in a true social revo-
lution, and we seek partners, We are
unburdening ourselves of statism,
and believe firmly in the all-impor-
tant role of the private sector.”

Dr. Salaberren himself is a prod-
uct of the private seclor, having ex-
ercised only one previous role with
the government, as president of the
Banco de la Provincia. Both he and
Gov. Saint Jean are students of the

harbors the world's seventh |

| patk 1o process

I Agti

ulture operates world-famous experimental

y of its crops, (Below) Buenocs Alres Province
{ at Mar del Plala, with a nearby industrial

Cuurteey of Burson Marsteller

e LT

The Province of Buenos Alres produces more
cattle and sheep than any nation in Laotin
America, and Argentina’s gauchos are {amous
for thelr skill, energy and good humor. A typl-
cal day’s ration is elght pounds of beel and
mate, an herb tea containing minerals and
vilamins consumed in prodiglous quantities,

United States economy and educa-
tional systems, and each year the
provincial government sends eighty
of ils teachers to U.S. universities on
provincial scholarships.

Says Goy. Saint Jean: “We send
our teachers lo you so they can leamn
modermn methods of instructing our
pupils; it is evidence of our confi-
dence in, and friendly feeling for,
the United States.”

In October, this year, the World
Congress of Educators will stage its
convention in Mar del Plata, also
one of Latin America’s principal
centers of leaming.

Opportunities in
Agro-Industry

Dr. Salaberren stresses the par-
ticularly good opportunities for for-
elgn investmen! which can take ad-
vantage of the enormous agro-dairy-
meat production in the Province of
Buenos Alires, and the ever-increas-
ing world need for food.

Dr. Salaberren says especially
good chances are offered, with gov-
emment! inducements, in the follow-
ing fields: slaughter-house prepara-
tion of meats for export; manufacture
of dairy products; vegetable and
animal cils and fals; sugar refining;
distillation and production of alco-
hol beverages; preparation of cotton
fibres; processing of wool; tanning of
leathers; manufacturing of rubber
products; bricks, cement and lime-
slone; and steel industries.
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Energy Technology to Serve the World's Needs

Astilleros y Fabricas Navales Del Estado  plant with outstanding laboratory AFNE-ALLIS SA provides asrond
S.A., Ensenada, Argentina, and Allis-

and computer tacilities and a highly combination dedicated 10 and wel_
Chalmers Corporation, Milwaukee, qualified technical statt Qualified 10 meet the high standar®
Wisconsin, U.SA. havejoinedtoform AFNESA hasmodemequipment  performance, efficiency and relisbit)
AFNE-ALLIS SA.—anewcompanyto  and extensive experience with large demanded by large hydroelectric
supply high quality hydraulic turbines.  numerically controlied machine tools,  projects presently planned in Argent®
Wﬂhoverwo_ymo!oxwwnce. plus the capability to build and ship and around the world
Allis-Chalmers is a world leader in

: large components via land and sea with  AFNE-ALLIS SA

hydraulic turbine technology, having its deep-water docking and heavy Iift San Martin 483

installed more than 11,500 units of all facilities. The new company plans 1o 1348 Buenos Aires, Argentind
types totalling over 60,000 MW in the build aplanton a 16 ha. site adjacent 1o 393-4580 (Buenos Aires telephon®)
U.S. and 36 other countries. It operates  the AFNE S.A_ facility in Buenos Aires

a large, quality-oriented manufacturing  Province.
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The province has enough energy,
petroleum and natural gas to supply
a large number of new industries,
and offers space in its many indus-
trial parks at low rates, with no
charge for the infrastructure.

The industrialization possibilities
of the enormous corn production of
the Province can be estimated in the
reporl of the Comn Industries Re-
search Foundation of the U.S., which
lists more than 500 products and sub-
products obtainable from that ver-

satile crop.

Among those commodities the Pro-
vinclal Ministry of Economy is inter-
ested in fostering production are:
flour, alcoholic beverages, solvents,

aints, lacquers, explosives, oils,

28 and colerants. Starches, glu-

, dextrose, glycerines, animal

paper, carton, plastic mate-

photographic film, and many

ris of food, as well as medicines,

nliblotics, beer, cosmetics, ice

ream, and lextiles are also high on
heir list.

The subsecretary of Agrarian Af-
lairs under Jorge Tanoira, super-
vises advanced experimental farms
inder the research and develop-
ment department. Ameng them, in
the wheat-growing area of the prov-
is the Barrow Experimental
Farm, with its 1200 acres, and the

idjacent "Claromecd” farm, of 800

res. This Experimental Service
works on the genetic improvement of
whea!, as well as oats; for animal
lorage and human consumption
with a view to developing new crops
of commercial valus. The depart-
ment also conducts studies on tech-
niques in the cultivation of sunflower
seed, linseed, saffron, fodder and
pasturage, as well as research in the
bic-ecology of plant lice and their
control.

The subsecretariat supervises the
departments of animal husbandry,
agriculture and natural rescurces
working actively in the field of ani-
mai health, agro-cattle emergencies,
and planning for regional increases
in production.

The Corporation of the Valley of
Rio Colorado "CORFQ”, directed by
engineer Norberlo Kugler, provides
irrigation to 225,000 acres in the ex-
treme south of the Province of
Buenos Alres. Its annual canal-clean-

nee,

ing tasks are equal to the round-trip
distance between Buenos Aires and
Miami (a nine-hour one-way jet
flight). This zone raises peas, toma-
tos, garlic, vegetables and lettuce,
and is considered a particularly at-
tractive area for the development of
agro-industry.

Tourism

Tourism in the Province of Buenos
Alres is an important industry, with
560 miles of Atlantic oceanfront, and
with the worldfamous vacation
cities like Mar del Plata, Necochea,
Miramar, Villa Gesell and Pinamar,
Numerous beaches with fine hotels
line the entire coaslt.

The Men of the Economy
Ministry: A Smoothly
Coordinated Team

Under the overall supervision of
Governor Saint Jean, seconded by
his dynamic Minister of Economy,
Dr. Salaberren, the Province has not
only balanced its enormous budget
for the past four years, but has re-
stored more than 3,500 government
owned businesses and Industries to
the private sector, achieved an em-
ployment average of 98.5%, and has
attracted dozens of new indusiries,
and agro-industrial enterprises to
the province.

Ye!, measured against the Gross
National Product, the governmental
budget of the Province of Buenos
Aires represents only 9% of the
Gross Provincial Product. The Prov-
ince itself generated some 40% of
the total GNP of Argentina.

In 1979, the provincial budget was
distributed this way:—General Ad-
ministration 22.6%; Security 11.8%;

Health 13.6%; Education and Cul-
ture 23.2%; Science and Technology
0.3%; Development of the Economy
24.2%; Social Welfare 4.1% and
public debt 0.2%.

The subsecrelary of Finance,
Jorge Tittarelli, directs the office of
Fiscal and Administrative policy
and Budget. The budget for 1980, not
counting the 127 municipalities, is
five billion dollars,

The subsecretary of Treasury,
Martin Belderrain, directs the pro-
vincial branches of income, assess-
ment, registry of property as well as
the management of the lottery and
the electronic data processing.

The subsecretary of Industry and
Commerce, engineer Jorge Pereyra
de Olazabal ,also directs the tourism
department. More than 60,000 indus-
tries operate in the province, of
which over 40,000 are in the Buenos
Aires Metropolitan area. This has in-
spired a policy of decentralization
with tax inducements and the co-
operation of the Investment Credit
Section of the Bank of the Province of
Buenos Aires, Industries willing to
locate away from the Buenos Aires
melropolitan district are offered sub-
stantial special incentives.

Industrial Parks

The Indusirial Parks of the provin-
clal government are fully inka-
structured and offer significant in-
ducementis to invesiors as well as
the active cooperation of Mr. Pereyra
Olazdbal’s department. The parks
already in service are located in the
cities of Azul, Bahia Blanca, Bra-
gado, Carlos Casares, Chivilcoy.
Coronel Sudrez, Junin, Mar del Plata,
Lincoln, Olavarria, Pergamino, Tan-
dil and Tres Armroyos.

The Tortugas Country Club, home of world-champion polo teams for the past 50 years, where
Argentine high society gathers on weekends to waich contests on its eight polo flelds.
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& | Plata, with its wide, spotlessly clean S : what
a | boulevards, one thousand hotels .l . O
and lodging places, and the world's ' # .
largest casino, is alse an important W} ’ & :
center of industry. As a result of far- ' " '
sighted projects under the guidance vire i ‘o
of Dr. Mario Roberto Russak, mayor 1 0% I pans
of the city, year-round growth of the ! rist o
Atlantic coast metropolis is assured. tract ! justria
Dr. Russak, intendente of “the park M ra
Pear] of the Atlantic”, heads up a | Mayor ' rat
dedicated team of experis deler- : ¥ the log s inter
mined io provide year-round em- The Fisheries Industrial Park ot H 10X Wi
ployment for the burgecning per- I ; ty, is ] ! fed of
manent population. They offer a i freezing ] fron
comprehensi program it : ro they thin the
tives to Argentine and forei xt 1de
trialists to take advantac m ot : ily citing 1908
easy access lo agricultural and sea- M Plata, Dr. | Liv
related products, and the city’s ex- | lors in offering portions of s 4  conditions ars ore the
cellent communications by high- | acre industrial zor wdding, wit yoor t i with t} wying
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most popular beoch, often crowded during the nng -
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only from 9-19 degrees centigrade:
we have 40 theaters, elegant resi-
dential neighborhoods, beautiful
parks, camping areas and mountain
ranges for those desiring many life-
style options. Qur main casino with
144 roulstte tables is the largest in
the world and can accommodate
28,000 people at cne time. Four pub-
lic golf courses, 300 restaurants,
holel accommeodations for 400,000
ourists all add up to superb enter-
tainment for the tourist or resident
ike.” With 26 miles of ocean beach
wid 24 miles of rocky oceanfront,

ity meets its people’s demands.

i\t Punta Mogotes, the munici-
!ty is developing a tourist area to
lude a huge waler center and
rium, and In nearby Punta
ra they plan a five-star inter-

wal hotel with a private 250-

t beach. For the latter they plan to
-ept bids from Argentine and for-
igni hoteliers next month, They re-
uest those seeking information o
ddress inquiries to Dr. Alfredo

McLaughlin, Director-General of the
"Sociedad del Estado”, care of the
“Intendencia of Mar del Plata”, The
aquarium will be a 20-year conces-
sion, which, Dr. Russak says, studies
show can be amortized at $500,000
annually.

Among the city's incentives to in-
vesiors, some of the more attractive
are the absence of red tape and the
mayor’s policy of paying all muni-
cipal bills at once. Investors in in-
dustrial parks are relieved at the
rapidity with which applications are
processed. Special tax discounts are
granted to those who start construc-
tion within 180 days after signing the
contract with a 10% discount on the
price of land for ground-breaking
within 60 days.

“In this process of development of
the Argentine Republic,” Dr. Russak
says, "we adopted the slogan: Mar
del Plata: New Impulsel We favor
creative investment—and it is work-
ing.”

A symbol
of c’(,)l:llf idence.

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
formore than 107 years.

With more than 200
Dg correspondent banks

abroad and
m representative offices

in New York,® Rome, Caracas
and San Pablo in addition to 78 domestic branches.
Head office: Banco de Italia y Rio de la Plata/
Reconquista 100/(1003) Buenos Aires/Argentina/
Télex: BIRP AR 21711/22895/18120.
* 450 Park Avenue/Suite 2704/N.Y. (10022)
Phone (212) 688-8334
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Perfection in banking. works. We back efforts to increa se

BancMNacién Publicidad

largest credit institution, we are opening between this region and the rest)
branches and representative offices in  the world. A
major world financial centres.  Thus, we constantly seek perfed
Through them, we share actively in  In international banking. -
financing numerous national and

international projects. We give financial s
assistance to build an airport, to channel BANCO DE L/

a river underground, and for other public NACION ARG |

We seek perfecti

That is why, after becoming Argentina’s among Latin American nations, Sl



La Plata:
City of
Municipal Pride

 Encourages Industry

{unicipal pride and the determi-
ition to attract industry to their city
hallmark of La Plata, capital of

s Alres Province, a city of
inhabliants with a young

{ hard-working administration
led by Dr. Alberto Domingo

ttamaomnti.

Dr. Tettamanti, a 42-year-old at-
ey, in his first public position as

intendente (mayor), Is a product of

» private sector. He and his Secre-
iry of Government, Dr. Femnando J.
wala speak with pride of the spirit
La Plata’s residents. The people
: voluntarily formed 160 com-
nity consorcios, comprising more
0,000 people to finance muni-

| paving, street lighting and gen-

provements—for which the
ontaneously contribule

nt on improving the city
" Dr. Teltamenti said,
1ake considerable sacri-
t ance the scores of public
ks we are building. Nearly 90%
them are middle and lower-
ome levals, but they do not hesl-
ile to pay for the good works.” The

orojecis are financed by the city
jovemment through local banks,
| and the loans are repaid by the citi-
zens. Thus, the intendencia pays
cash fo the contraclors and secures
the lowes! contract prices.

Although the principal industrial

projects in the province are pro-
moled by the Provinclal Govem-
ment itself, the municipality of La
Plata is anxious to attract medium
sized, non-contaminating industries
to its area. Linked to Buenos Aires,
only 32 miles away by excellent
highways, railroad and air, it is also
a major port on the La Plata River
with direct access to the Atlantic

Ocean.

wonoes Buisiyeape e1oads

Latin America’s Most Modern

Pilar
Industrial
Park

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 Nations 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 production.

A carefully completed infra-
structure includes a 40,000 KW
on-premises power plant, a
network of natural gaslines
serving every industrial plot,
automatic phone system for
direct dialing throughout Argen-
tina, 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
offers 40 small landscaped
parks and green areas, plus a
40-acre forest preserve. Each
industry locating there is re-
quested to devote half its land to
garden space. This, combined
with the natural 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 Pilar, with
60,000 inhabitants, has good
schools, cinemas, banks, an
abundant supply of skilled labor,
and excellent bus service to the
industrial park.

Further detalls may be requested from:

Mr. Meyer Oks

LAGO VERDE, S.A.

Belgrano 427, 6th floor

Buenos Aires, Argentina

Telephones: 30-2644;30-5429; 34-9362;
34-3800; 34-9617; 34-9048; 34-2802;
34-9560; 34-6854

RUTA 8 KM 60
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i Sector, Provines of Buenos Aires
tal expenditures for perlod of 1976-79
1 compaled in % 1o 1975

1. Tota! Expenditures.

2. Current Expantitures.

3. Resoutces of Sederal
Jut isgdiction

A Capital Expenditures,

5. Resources of Provincinl
Jutisdiction "2

| Express Service from:
all ports US.A.and
' Canada to Argentina.

| | General Cargo-Containers-Bulk Oil-Reefer

: E.L.M. A. S.A.

EMPRESA LINEAS MARITIMAS ARGENTINAS S.A. .
Modern Liner Service ‘

O i ey T S GENERAL DELEGATION NEW YORK |
: Ibérico Saint One World Trade Center JJ E.LMA. 1

in the fu | Suite 2611, New \ull\\\ 10048 (. Nuestra flota |

| (212)432-0877 Telex 232287 J
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People

h
DO
people

People who love people

People of Acrolineas Argentinas
All its people

All o us

Who fly with you and vour
family

Whao stay in land

People the passenger never sees
but stav beside hun

From offices o hangars, from
the food people 10 the ticket
offices

A great human group that know
how to Jlove —without
formalismm— people that {ly with
us

People of Aerolineas Argentinas
People that learnt how to make
everybody love them

Because we are people who Jove

people

The great possibility

7 AEROLINEAS
ArRGenTINGS
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“We offer the best conditions for

the production of food for a .h'.:

' he said. “The woria G<

world,
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of foodstuffs in 1975 was 12 m c
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solving that problem. W
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Comuirsa:

INDUSTRIAL COMPLEX

he Ramallo-San Nicolas

Industrial Complex,

"COMIRSA,"

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 Somisa Steel plant.

Destined to be the most vigor-

ws industrial center in

Argentina  tha.  Camsicas

BusinessWeek

July 14,1980

For information on a particular advertiser's product or servi » circ f;-}rrm =
appropriate number and fill in all the requested information below. Fhis car

must be received by October 13, 1980.

1. Aerolineas Argentinas

2. AFNE (Astilleros y Fabricas
Navales del Estado)

3. Allis-Chalmers

4, Banco de Italia

5. Banco de la Nacion

6. Banco de la Provincia de
Buenos Alres

Name

located on

clusive 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, assuring 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-
tries which can contribute to the
national and international eco-
nomic development, making pos-
sible:

e Creation of industries under

Tl‘gprovince

SPECIAL ADVERTISING SECTION

7. Direccion de Energia, Province of
Buenos Aires (DEBA)

8. ELMA—Argentine Merchant Fleet

9. Fabricaciones Militares (“"COMIRSA™)
10. La Plata (Municipality)
11. Mar de Plata (Municipality)
12. Ministry of Economy Province of Buanos Aires
13. Pilar Industrial Park

Title

Company

Address

City

State

Zip

rew rEstrucure; T meIiamg e
water-purification plant of enor-
mous capacity, automatically con-
trolled with intake from the Par-
ana River (one of America's larg-
est in volume of flow). Nine miles
of new reinforced concrete inter-
nal roads skirt the area along with
10 miles of water pipes and sew-
ers, a network of natural gas al-
ready in function with 1,200 cubic
meters daily capacity for the ex-

whose creation and future expan-
sion is the result of careful plan-
ning. One of its objects is to
achieve internal and external econ-
omies, so that the entire complex
is economically viable, while cer-
tain functions of the component
plants could not be viable in isola-
tion.

Comirsa thus offers large-scale,
small and medium-sized com-

competitive conditions, taking ad-
*Atage of the economies
le and agglomera-

psee creation of in-
s which compen-
br eventual cycles

nd the production
& of traditional and
ditional exports,
arly to the Latin
N markets.

health centers,
schools, all of
Il be implemen-
8 short, medium
g-term basis. In
the forestation
already in prog-
b created attrac-
aping along the
There are power
m and high ten-
equirements of
evfirms alféady established as
well as those of the future.

The investment in infrastruc-
ture and services already made by
the Direccion General de Fabrica-
ciones Militares in the creation of
Cornirsa is $20 million.

More details can be obtained from:
Fabricaciones Militares

Cabildo 65

Buenos Aires, Argentina
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- Comursa:

INDUSTRIAL COMPLEX

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 Somisa Steel plant.

Destined to be the most vigor-

ous industrial center in

clusive 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, assuring 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-
tries which can contribute to the
national and international eco-
nomic development, making pos-
sible:

e Creation of industries under
competitive conditions, taking ad-
vantage of the economies

Argentina, the Comirsa
Industrial Complex was
planned technologically
n  pragmatic feasibility
studies. Laid out on an
xpansive 6,000 acres, it
ffers industry unlimited
pportunities. As an ex-
mple of its solidity,

imirsa will contain aux-
iary plants and subsidi-
iries equipped to supply
spare parts, supplies and
services to the major fac-
tories installed in the vari-
ous sectors.

The concept of the In-
dustrial Complex differs
from that of the Industrial
Park in that the latter
does not provide, as a

‘ basic requirement, the
technological inter-rela-
tionship among its fac-

‘ tories, The industrial park
is planned for the small
and medium-sized fac-

tory. Such a park can also
be created within the Industrial
Complex, as in the case of Comirsa.

Comirsa already boasts a first-
rate infrastructure, including a
water-purification plant of enor-
mous capacity, automatically con-
trolled with intake from the Par-
ana River (one of America's larg-
est in volume of flow). Nine miles
of new reinforced concrete inter-
nal roads skirt the area along with
10 miles of water pipes and sew-
ers, a network of natural gas al-
ready in function with 1,200 cubic
meters daily capacity for the ex-

pared to the “industrial conglom-
eration,” is that Comirsa fosters a
group of interdependent industrial
activities close to each other,
whose creation and future expan-
sion is the result of careful plan-
ning. One of its objects is to
achieve internal and external econ-
omies, so that the entire complex
is economically viable, while cer-
tain functions of the component
plants could not be viable in isola-
tion,

Comirsa thus offers large-scale,
small and medium-sized com-

in scale and agglomera-
tion.

e Foresee creation of in-
dustries which compen-
sate for eventual cycles
which can affect the na-
tional steel output.

® Propitiate the competi-
tive substitution of im-
ports, and the production
of goods of traditional and
non-traditional exports,
particularly to the Latin
American markets.,

The Comirsa plan fore-
sees a vast building pro-
gram including residen-
tial areas, a major equip-
ment center, recreational
facilities, health centers,
technical schools, all of
which will be implemen-
ted on a short, medium
and long-term basis. In
addition, the forestation
program already in prog-
gress has created attrac-
tive landscaping along the
internal roadways. There are power
lines of low, medium and high ten-
sion to meet the requirements of
the firms already established as
well as those of the future.

The 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 details can be obtained from:
Fabricaciones Militares

Cabildo 65

Buenos Aires, Argentina
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E

npleted, this will be the largest
can industrial-residential complex
Latin America. Another feasibility
I+ rovers the construction of a
! politan canal 105 miles long
o ke outskirts of Buenos Aires
11 will provide polable water for
a:ly ten million inhabitants, pro-
drainage for the area, and re-
# the cost of transporting agri-
uural and industrial products to
ity -narkets and export wharfs.

Mortgage Department

[ 112 Banco de la Provincia devoles

irge percentage of its loan port-

Lo lo housing, having established

«wial department in 1911, The
jage division boasts 295 pro-
nals and techniclans indepen-
>f the 28] branches, and 308
1lized agents in the branches
aives,
housing morigage division,
mnuary 31, 1980 had a capital of
million, 48,544 morigage ac-
13 1otaling $213 millilon and de-
'z of $148 million.
he high rates of inflation in Ar-
dina in recent years have al-
led the programs for long-range
aneing, and particularly for hous-

2. Faced with this emergency the
bank inaugurated a sophisticated
gamut of types of financing. To offer
more allernatives, it launched on
May 14, 1979 o system of “Loans on
Participating Savings,” which works
as follows:

The bank sponsors the formation
of groups of savings depositors who
agree {o deposit a specific sum
monthly which is used to advance
two monthly morigage loans o iis
members,

The subscribed capital, as well as
the monthly quotas, are re-adjust-
able until finalization of the contract,
on the basis of a monthly accumu-
lative perceniage of interest. The
saving plans agre for 30 and 50
months, for groups of 60 and 100 de-
positors, and the depositor may sell
or caede his account to others. The
bank concedes two loans monthly,
one by lot, and the other by bids to
the depositor who advances the
largest number of monthly pay-
ments in advance. The loans are

first mortgages on living quarters
in the Province of Buenos Aires,
whether new or old, and the mort-
gages are not burdened with finance
charges though they are subject to
pre-established indexed corrections,
The bank, however, quarantees the
payments to the group by the mort-
gagees, so that failure to comply by
any of them does not affect the
group’s capital.

The peculiarity of the system Is
that all funds deposited by the group
are earmarked for specific purposes.
The monthly growth of the fund and
loans available are pre-fixed at the
time of subscription, remaining con-
stant. The bank's profit comes from
its use of the funds during the 30 or
50-month period.

By March 25, 1980, the bank had
organized 32 groups, with 3,041 sub-
scribers, The competition among the
subscribers for mortgages under the
bidding arrangement is so keen that
some applicants have paid up to
50% of the face amount of the mort-
gages desired.

Investment Credits
The bank's Investment Credits
Management office, created in 1977,
facilitates investment financing for
industrial promotion projects, agro-
industry and infrastructure in the
Province of Buenos Aires, in line
with the provincial government's
development policies. In the general
interest, the board of directors may
also finance investments in Argen-

linex outside the province itself.

The lines of credit currently in use

are:

* Loans subject to the index of mone-
tary ( exchange) adjustment.

e Loans in fixed local currency
amounts, with fluctuating interest
rates.

o Investment loans in foreign funds.

Since establishment of the section,
and until Feb. 29, 1980, the bank re-
ceived 167 applications following
preliminary consuliation. They have
finalized 42 of them, and approved
39 other requisitions, for a fotal of
$198 million, while other applica-
tions are still being processed for

an additional $3.2 million.

A breakdown of the loans accord-
ing to location, excepting those re-
lated to infrastructure and services,
shows that 96.23% went o the in-
terior of the Province of Buenos
Aires, while the remaining 3.77%
are in the Grealer Buenos Alres
metropolitan area. Agro-industrial
projecis received 54.12% of the
funds; industry 42.8% and 3.08% to
the hotel industry.

The bank approved financing con-
struction of the highway and park
which will join the north and west-
ern accesses of the federal capital.
This important part of the provincial
infrastructure, will cost some $68
million.

Financing Municipalities

The bank also grants loans, guar-
antees and bonds to municipalities
in the Province for urban infrastruc-
ture, public buildings, purchase of
machinery and equipment for pub-
lic services, and projects of general
and social interest. The 127 munici-
palities in the Province of Buenos
Aires owe the bank $147 million,
much of which financed construction
of schools, hospilals, libraries, old-
age homes, mussums, paving, drain-
age, water supplies, gas lines, side-
walks, lighting and telephone net-
works,

Support To The

Primary Sector

The Banco de la Provincia plays
an indispensable role in the prov-
ince’s basic economy by financing
producers (either owners or leasees
of agricultural lands). The loans
finance planting, harvesting, costs
of farming, administration and the
winter season, and "Investment”
including the cost of machinery,
land, improvements, rural housing,
fencing and electrification.

The bank will lend up o 100% of
the funds on the basis of the individ-
ual’s credit rating and signature, or
up to 60% if the loan is gquaranteed
by security or morigage. 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
“Direccion de Energia de la
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
Atlantic 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 feet above sea level to
21.6 feet. This requires some 1.5

Engineer

Walter Viader, pgenera
manager of DEBA, the Province of
Buenos Aires’ power company

Model of DEBA's ¢ 0 KW

be fueled by coal I rger

million cubic meters of fill ATy pment ) iry

which is being dredeged with the 4 ecawali ke

collaboration of the National | a vaste d “
o

Department of Port Constru ) tory and wars

tion r}f‘.li .\.:\'1[.}.}|fp- Waterway A ern o0 [ ( n

TECHNICAL ASPECTS

The boilers of the two 12 i
000 KW generators will be o
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Argentine financlal system in
177 1 operational di ‘f:
lors :-*wi or were
the new rules.
resarios, accusto:

a market of uhf ui:?nr:
with Interest rates far below
th percentage of Inflation,
iiflicted with short-term bank

itlons which they could not
",""":.'.r:" sy ane .1 ‘-'o'} ose }:ﬂ.lr'
er buying, a result of
ting boom in the commun-
-
T 1

Sl
iructur live ca-

pacity, T nco de la

Personnel Training
Tn‘;" BG.";C'(J ij*;‘ .:\’_'.' PI""-”""I‘" -'it."
Buenos Aires has
the century, r::rnrl'.r:;r,-:‘—:i a special
section for extensive employee train-

the start of

. T"_‘I

and en
advancement.
Mutualist

\"dt—-" T

=

lical, pharmaceutical
hospital service,

NID8s Duisiuaape [eiDads

w in Buencs Alres,
lions and the sturdy
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The bank's Vacation Colony op-
erates summer vacation residential
fr:-':’.mr-“‘ in the mountains of Cor-
doba, its own hotels in Mar del Plata
and Pnrﬂc-"}m residences in Villa
(Gesell, and an hotel in Buenos Aires
where f‘--‘::SlD!lC‘d and present em-
ployees from the interior can spend
time in the capital city.

With its Canteen-Supply House,
the bank grants credits and time-
rment plans to employees for the
at competitive prices of
‘lothing, household goods and
general merchandise, both in Bue-
nos Aires and Mar del Plata.

‘;r.,-_,—--',ql

Personal Loans
hroughout the country the Banco
r'-'-v-g---s personal
of the popula-
ionals, arti-
emen, small

alists, and
:riir'r'pp—‘d or retired
3 1sions. In no
case does the amortization exceed
30% of the individual’s income.
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In these times of recession, infiafion,
and high interest rates, if's important fo get
the most for your money when expanding
your computer insfallafion. Especiallywhen |
you're under pressure fo increase productmty
within your current budget limitafions. |

At National Advanced Systems, we offer
the industry’s broadest range of infiation-
fighting IBM-compatible computers In foct,
we have the largest installed base in the
entire industry. That's why it makes sense 10
consider a compatible computer from the
leader in the field.

The concept of compatibility has allowed
manufacturers such as ourselves fo provide
superior price/performance alfemnatives 10 IBM
users. As a resulf, the IBM-compatible seg-
ment is now growing twice as fast as the rest
of the data processing industry

Compatible computers are here to stay
And National Advanced Systems will remain
in the forefront — because we understand
your need fo increase productivity while pro-
tecting your investment

Our Advanced Systems product familyis
backed by a $1 bilion multi-national corpora-
tion and boasts the finest service and support
in the entire industry.

For more information, contact your local
National Advanced Systems sales office, or

—= . TR Sk

contact Marketing Dept. A4, 3145 Porter Drive, tion

Palo Alto, CA 94304, 415/856-5000 gg al

~ National Advanced Systems, We don' vanced SYSthS
just give you compatibility—we increase The Compatible Computer Company
your productivity. A subsidiary of National Semiconductor

»
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'S Port of Catoosa. This ice-free
h the Gulf of Mexico, then

e 9 Airlines jeonnections for people as well as

parcels.

e 6 Railroads for larger loads and longer hauls, including 2
with track leading directly to Tulsa’s Port of Caloosa.

e Over 35 Major Trucking Firms for door 10 door service
anywhere in the nation.

e Pipelines, the largest movers ol petroleum goods

ntral Logaﬁon» utomatically puts you miles ahead

5

te s&y'bnhow Tulsa can put your
along with other great reasons for locating

John Deqgitz, Manager — Marketing
Economic Development Division

p Metropolitan Tuisa Chamber of Comme
616 South Boston = =

P Tulsa, OK 74119
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has its first waiting list in years. Since it
opened in 1892, the elegant old Brown
Palace Hotel has its first s rious compe.
tition—from the Fairmon' “lotel, which

was completed last fall city’s down.
town retail district, wh as been los-
ing business to the subur wer the past
10 years, is being revita | by & mile
long, $57 million transil that will be
completed in 1982

Even with the new phistieation
pewocomers are embrac ¢ city's m
boy heritage. Four-wh: rive vehicles
are de mgueur, and ily clothing
brand name that confs wtus in Den-
ver is Levi's

Not all the chang: beneficial
There is & noticeable e in traffic
congestion and air | on, and the
median price of a hou Denver has
gone to $60.400 from $§ 0 five years
ago. Old-line Denver b smen, who
once considered pinstri ts and cow-
boy hoots appropriate for bankers,
have spotted an alar nerease in
polyester suils worT vhite belts
lﬂd shoes, & look old | 1tes haugh
tily associate with Tex

Whether the white rigade actu-
ally s from Texa yeationable,
because Denver has heavy influx
of newcomers from s nergy cities
such as Bismarck, N wper, Wyo,
and Wichita, Kan. G s also com-
ing from Canads as companies
there set up south-of order opera

tions in Denver

Energy brings big buc

The new enerygy ar y has yet 0
flex much local politics wle, but it 1
begrinning to dominats social soepe
by the sheer power of | ks Marvin
Davis, owner of Davis | o. and one of
the country’s top wilde ,, attempled
to bring the Oakland A tics base
club to Denver and ha nt $6 million
on & geriatric facility the city. A
current rumaor —on wh \avis will pol
comment — has it that ! as made 30
offer to buy the Denes { one of the
last of the independen' S. newspd
pers. Davis' wife has become de a0
social leader with spoo rship of the
Carrousel Ball, & celebrity-studded bet
fit that ratsed §1 millior June for ‘.!!:
Barbars Davis Center (Childhox
[ habetes

=
| ofl man, 25
become such a symbol of the cty ’“::
gy connection that Bob Hiope, who U "
to Denver in Davis’ jet to attend the be¥
- . ]1 [h'f-\f'.
quipped: “1 know why Lhey ¥ =
. : ’ arvif
the mile-high city. It's sitting o0 Mas

¥ . (11 .
LUavis wallet

Davia, the quintessent:a

__W.Md""
’ s
Alehison w manager o § J N ‘r‘l.

Inwrer yrean




WE GAVE THE HOME HANDYMAN
THE SUMMER OFE

Chemical, have materials for building products,
made a host of helping our customers prosper. L

We're the Chemlcol Group of BFGoodrich. |

Remember the good old days. building products And giving the home
When summer came, many a better, Just about handyman the freedom to
nomeowner had his hands full. maintenance-free. enjoy his free time.
if paint cans and ' : « | And beautiful. BFGoodrich Chemical. !
brushes, ladders and Like window ~— _ 75, T Developing and produc-
tool boxes frames, siding, ing innovative materials that :
But over gutters. help improve your way of life
the years Inside your home we save you
we've helped trouble too. With trim and molding BFGoodrich
change all that look like wood.
that , And vinyls for flooring, plumbing, ChemICG| GrOUp
Geon® ¥ ) wall coverings, ———
vinyl mater- : : upholstery fabrics and &} —\r
ials, developed wire insulation. \ - s . .
by BFGoodrich l - We pioneered PVC - |







if your power operation looks like this,
1 Foxboro energy management system
cculd save you nearly $1million ayear.

. sk Louisiana-Pacific.

ouisiana-Pacific Corporation’s
uner Products Division, in Antioch,
rnia, is a 900 TPD pulp and paper
/hich includes two gas/oll fired power
rs, each with a 160,000 Ibs/h steam-
apacity and supplying high pressure
psig steam. Three recovery boailers,
with black liquor and gas or oil, pro-
teaming capacity of 200,000; 100,000,
0,000 Ibs/h. Additional 1200 psig
n is purchased from a local power
I'here are four turbo generators sup-
| electrical power to the plant, plus
y electric tie-line.
As can be seen In the plant diagram,
s»anety of fuels and power sources,
the variable fuel costs and time-of-
electrical billing, create an extremely
lex energy management situation
IS compounded by varying process
s for steam and electrical power.
iana-Pacific’s solution has been the
llation of a Foxboro computer-based

industrial energy management system.
Using this system, the formidable task of
controlling energy flow to the mill has been
implemented in three phases:

1. With 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. With 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
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Business outliook

Willlam B. Franklin, Chief Outlook Editor  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 a few industries —autos, Housing, agriculture—it is already more
severe, and some important indicators are on a faster track downward than
they were at a comparable period in the previous recession.

While it is clear that there are at least several months of economic contrac-
tion still to go, it is not at all clear whether after that there will be a 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 recession 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 especilally bad record in sizing up current conditions (page 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 as they had been.

That is meager consolation; record-breaking declines could not really contin-
ue unchecked without precipitating a depression.

Order files are shrinking 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 of 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 little
assurance that the recession will be neither long nor deep.

Commerce's Index takes a record plunge

The Commerce Dept.'s composite index of foreshadowing indicators took
another header in May; it fell 2.4%, following the huge decline of 4.1% in the
previous month. That was the largest two-month decline in the postwar

period,

Eight of 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 prices, orders and contracts for plant and equipment in
constant dollars, real money supply, new orders in constant dollars, and
number of companies reporting slower deliveries.

The two on the plus side were stock market prices and homebuilding

* permits.
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Business outlook :

: continued

Of particular importance among the sensitive Indicators is the extensive
decline appearing in data related to the industrial sector.
1 The layoff rate in manufacturing jumped 25%, new orders for both consumer
goods and capital goods fell substantially, and companies’ delivery times
shortened, with only 32% reporting slower deliveries compared with 40% in
April and 45% in March.

The indicators that reflect current, rather than prospective, conditions—
i payrolls, industrial production, real income, and inflation-adjusted business
ol sales —are, as you would expect, in a rapid decline.

1 And the recession has gone on long enough now 1o drag in the laggers —
' : those Indicators that begin to slide after most others have already begun to do
80.

This is usually a good sign. When these indicators decline, it means thal
imbalances in inventories and costs are beginning 1o Improve.

But the current decline Is related mostly to the big drop in the prime Iintarest
! rate—one of the laggers. Unfortunately, labor costs are stilt rising rapidly and
inventories are not yet declining.

New order slide presages summer production cutbacks

You can expect a batch of bad economic news over the next several weeks as
the data for the month of June are released.

One of the first indications of the way things were going in that monih
appeared in the monthly report of the business survey committee of the
National Association of Purchasing Management: gloom and doom all the
way.

Notes the napm: “The economy Is in worse shape than last month, especially
in the new orders area.”

It certainly is; some 58% of the purchasing executives reported a marked
decline in orders—"the greatest number reporting a decline In the history of
the reports, exceeding the previous record set in December, 1874."

They also report continued employment cutbacks, production declines, and
some involuntary inventory accumulation. And although prices are still rising.
only 35% of the naPm members note increases—the smallest proportion in two
and a half years.

There is a welcome trend developing here; in May, 5 eport
: , 52% higher
prices; in April, 67%; and in March, 78%. b ) iy

e 032: u;herweboe E'Lm may be mwgw : : reduction in investment for capital
’ ng num ol companies
L longer-term commitments. T e
Orders in nondefense capital goods industries declined season
i -
al adjustment, and were 16% below their January rate e
All major categories of heavy machi dcmn.
; wer, sign!
high points of earlier this year. g . .
Even machine tools, which have been roaring along almost unchecked s
;onditions elsewhere deteriorated, are now moving ahead at a sliower pace. In
'o?;:hn:w ordzrs-—although still well ahead of shipments —trailed a year eariier
second successive month. They were off 11% in April and 9% In May.
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TAKE
ADVANTAG

COPY PAPER
OFFER BEFORE
IT RUNS OUT.

Right now, when you
purchase or lease our “VQC" IlI
Large Document Copier, we'll

give you your first four rolls of paper.

Free. That's a total of 3,300 feet.
Enough to make 3,600 letter-
size copies.

Of course, the thing that
really makes this copy paper deal
so sweet is the copier that goes
with it. That's because the Large
Document Copier features our
unique Magne-dry process. Which

£

(&}

means you gel copies that are

all clean, sharp and completely dry.

Up to 104" x 17" |
So if you'd like to get a

great copier, and a lot of free copies

in the process, phone toll-free

800-328-1684 for the name of the

participating 3M dealer nearest you.

Or check the Yellow Pages for your

local 3M Business Products Center.
But hurry. This offer runs

out August 31, 1980,

—

-

Business Products Center m_”

—




.}

mSE

| ]
BusinessWeek .. . .«

THE ECONOMY

A stampede to cut taxes

To halt 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 tax cut bill before
adjournment on Oect. 1. Republicans
started things off by proposing a broad
bill modeled after tax cut suggestions
from Gor candidate Ronald Reagan.
Senate Democrats, eager to face the vot-
ers with their own program, began to
develop an alternative and the Adminis-
tration reluctantly gave them a go-
ahead.

The Administration has maintained

! ‘:; &
-

Bentsen (left) and Senate Democrats:
Unsure that “we can make it this year.”

that if a tax cut is needed in 1981, it
could be considered then. Senior officials
still hope Congress will run out of time
before any action can be taken this year,
but the issue is a live one now.
Congressional Republicans forced it
on June 25 when they began a push to
enact a 10% across-the-board personal
rate cut coupled with the 10-5-3 acceler-
ated depreciation provision for business.
Although the Republicans lacked the
votes to pass their measure, they fright-
ened the Democrats into beginning work
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on their own alternative. The Adminis-
tration quickly let it be known that it
would not actively oppose such legisla-
tion if Congress produces what Treasury
Secretary G. William Miller calls a
“carefully designed, carefully con-
structed tax cut.”

Although there are sharp disagree-
ments about the specifics of any tax bill,
there is a broad consensus on the politi-
cal imperative of action to provide both
personal tax reductions and a major
overhaul of business depreciation rules.
Both congressional tax-writing commit-
tees plan hearings after Congress re-
turns on July 21 from its Republican
National Convention recess. But serious
work on drafting legislation cannot be-
gin until late August, after the Demo-

cratic National Convention, and that
leaves only seven weeks until the sched-
uled Oct. 4 adjournment. Says Senator
Lioyd Bentsen (D-Tex.), chairman of the
new Senate Democratic Task Force on
Economic Policy: “I'm not sure we can
make it this year.”

By initiating action on a tax cut, the
Republicans also defined the terms of
the debah_f. The Republican plan is billed
as a first installment on the Kemp-Roth
hl!l—rate_ ;uta of 10% a year for three
years, with personal taxes index
inflation thereafter. Whatever the ‘E\ir:in
ocrats propose, and whatever Carter

—
signs, must above all be rent from
the gor scheme. “What w. foreed to
do politically,” says H sentative
James R. Jones (D-Okla » put dis-
tance between the Reagu: und what
we Democrats accept.”

The Democrats, havin enounced
Kemp-Roth as a tax cut [ rich and
as irresponsibly large moving
toward reductions that a nller and
more skewed toward low: ome tax-
payers. One vehicle for t} ik of the
personal cuts is a proposs Hepresen-
tative Richard Gephandt 0.) to give
taxpayers credit on their | ne tax for
10% of their Social Sec tax pay-
ments. The Gephardt sch vould cost
$14.6 billion in calendar 1 wearly off-
setting the scheduled $16 N increase
in Social Security taxes { it year.
Earned income cradit. As - n for low-
income volers, congressiol lemocrats
are likely to sweeten the « « income
credit, which currently | des pay-
ments of up to $500 a ye r some of
the working poor. This = cost Jess
than §1 billion, with ben flowing to
more than 7 million fan Another

Trying to camov age

the flip-flops on axes

For weeks the Carter Administration

has been worrying that . congressi
rush 1o & tax cut would force it to abss-
don its opposition to legislation
year, and it has been bononkc s g f()r.w
ful way to retreat. “We want to doitin
such & way that it won't be seen 283
change in policy,” said one senior 1T :
sury official shortly before the Capitd
Hill dam broke .

But the eredibility of the Administr
tion's portraying its nonopposition "‘:
immediate tax legislation as mﬂ“""_ "
with its policy of fiscal restraint h&‘
been damaged by Treasury Secretary ™
William Miller's rhetorical overkill- A7
pearing on ABCTV's “Issues & AW"{;‘
on June 29, Miller pointed out that
Administration has been saying n;:
January that it would consider tax ™
once Congress had taken str:: to :
ot .

rain federal spending. Then e
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politically popular provision that could
find its way into the bill is the easing of
the “marringe penalty,” which causes
working couples to pay substantially
higher taxes than they would if they
wer: not married.

Demoerats in Congress and the Carter
Adni nistration both would like to keep
the <20 of the total tax cut at around $25
hil compared with the $36 billion
priee tag on the cor bill. That does not
T room for both a business tax cut
el tull compensation for inflation's

¢ taxpayers into higher brackets.

ru both “bracket creep” and the

‘vcurity increase would cost $32

uxt year,

usiness share of the tax cut ini-
t 11l look fairly small, but it will be
Iy 4 to grow substantially over the
n ew vears. In the first year, busi-
g i1l probably get no more than one-
fi of the total cut, much less than
the 2-1 wplit of the 1978 Revenue Act.
, hope is that it gets to be 50-50 in
the later years,” says a Senate Finance
Committee minority staffer.
Flaws In 10-5-3. Although the 10-5-3 ap-
progach-—so named because it provides
for » 10-vear write-off for structures,
fi yrs for most equipment, and three
ye or some autos and light trucks—
hae Teoad support, even
its Jters recognize

usefu_l life of an investment—is virtually
certan.

House Ways & Means Committee
Chairman Al Ullman (D-Ore.) has al-
ready drafted an alternative that would
create four depreciation classes for
equipment, with write-offs ranging from
3 to 12 years. (Current law includes 133
such classes, with lives ranging up to 28
vears.) 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 years could be written off in 25
vears. This approach would also set
forth special, greatly simplified depreci-
ation rules for small businesses to use in
writing off their capital investments.

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 analysts say the
Ullman method would cost $9 billion
next year compared with $4.4 billion for
10-5-3. But by 1985, Ullman's “simplif-
ied cost recovery” plan would cost $25
billion annually compared with $59.8 bil-
lion for 10-5-3.
A grab bag. The likely result is a com-
promise between the proposals, “I think
something between Ullman's bill and
ours will pass,” says Jones. “I'm not
hung up on the de-
tails.”

8] technical flaws One reason the Car-
in t |11, But adoption ter Administration,
0 winciple underly- along with some con-
ing 10-5-8—ending the gressional leaders, had
i nahip between hoped to hold off action
Wi ff periods and on a tax bill until next
the catimated economic year is that there are a
“T don't believe, in my ex- Congress will run
perience as Secretary of out of time to com-
the Treasury, we've ever plete action on a hill
changed our economie poli- before it adjourns.
ey Trying to hold back
Most of Carter's notori- the flood, the Ad-
ous policy reversals—the ministration may be
withdrawal of the pro- in a curious alliance
posed $50 tax rebate in the . with organized labor
spring of 1977, the Admin- and the most liberal
istration's vacillating dol- wing of the Demo-
lar policy, and its swings  miller: Denying “we've ever cratic Party.
between criticizing the changed our economic policy."” Although Miller
Federal Reserve for exces- was instrumental in
sive restraints and for excessive ease— designing a national accord with labor
occurred well before Miller joined the that, among other things, eschewed
Cabinet last summer. But the Treasury ‘“general tax cuts,” he is likely to find
chief was involved in preparing Carter's any emerging alliance an uncomfortable
original fiscal 1981 budget, which called one. While the liberal groups are united
for a $16 billion deficit. That budget was  with the Administration in their dislike
scrapped in two months and replaced by forspeedymacﬁon,theywwhwaee
a new plan projecting a $17 billion sur- large-scale federal spending programs
plus. enacted to fight the recession. And that
A curious alliance. Although Miller was is the one thing the White House ﬁ-nds
handed the unenviable job of raising the even less desirable than an immediate
white flag on tax action, he still hopes tax cut.
e —

number of provisions floating around in
Congress that could get tacked on to an
umbrella tax measure. Included are ma-
jor tax relief for employees of U. S. cor-
porations working overseas, deferral of
taxes on reinvested capital gains and
dividends, and a tax credit for research
and development. And any major tax bill
always attracts special-interest provi-
sions. As the election nears, it can
become increasingly difficult to stop
Congress from turning the bill into a

bag of goodies. “It's important that
the bill not be fouled up,” says a senior
Administration official. “That's hard to
do in the days left in the session.” Adds
an Ullman aide: “That's the horror of
doing this thing now." =

The Fed is likely
to stick to its guns

The monetarist economists, who per-
suaded the Federal Reserve Board last
October to kick its addiction to focusing
policy on interest rates, are a concerned
lot these days. Despite a three-week
spurt in the money supply in June, the
Fed has permitted what is shaping up as
the biggest quarterly decline in the mon-
ey supply in 20 years, and the monetarist
view of the world holds that the decline
may be setting the stage for a recession
even more wrenching than most fore-
casters expect.

Il think we can compensate for what
has happened. But if it continues for sev-
eral months more, I think we'll have se-
vere damage,” says Lawrence K. Roos,
president of the Federal Reserve Bank of
St. Louis and one of 12 members of the
Fed's Federal Open Market Committee
(Fomc). That committee, which is re-
sponsible for the growth—or lack of it—
in the money supply, holds its midyear
policy review on July 9 to make whatever
adjustments it decides are necessary in
this year's growth targets and to set new
targets for 1981,

The betting is that the Fed will stand
fast, despite the money supply drop. “I
don't think they’'re going to shift policy
either way,” says financial markets ana-
lyst Judith Mackey of Townsend-Green-
span & Co. “But I think they will not
push as aggressively on the reserves and
therefore will let interest rates move up
somewhat.” Allen Sinai of Data Re-
sources 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 its October policy
shift— has been trying to keep the mon-
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ey supply growing by providing reserves
to the banking system at a steady clip.
The problem was that the economy was
so weak that nobody wanted to use the
reserves.

Disagreement. Against that setting, one
factor inhibiting a strong move toward
stimulating the money supply and thus
driving rates down is differences within
the Fed on how far or fast it can let
interest rates fall while still maintaining
a sound dollar and orderly debt markets.
In the FOMC’s most recent public vote on
May 6, Fed Governor Henry C. Wallich
and two other members opposed lower-
ing to 10.5% from 13% the minimum
interest rate on federal funds—the ex-
cess reserves that banks lend each other
overnight.

Indications are that the Fed's internal
differences continue, because the Fed
has let rates drift down only grudgingly
as the nation’s money stock has declined.
The House Banking, Finance & Urban
Affairs Committee estimates the drop in
M1-B—currency deposits plus demand
deposits plus check-like deposits—in the
April-June quarter at roughly the same

”

annual rate as the 3.2% annual rate of
decline in the fourth quarter of 1959, the
last time there was & comparable de-
cline. The Fed had set a target of 5%
growth in the quarter for M1-B.
Another factor auguring 8 steady Fed
policy for now is that officials generally
want a clearer picture of when or where
the economy might bottom out and what
tax cuts Congress might enact. Fed Gov-
ernor Frederick H. Schaltz, for example,
says the hard-hit housing, auto, and

Fed policy will stay steady
until the economic
picture becomes clearer

farm sectors show signs of reaching bot-
tom. “Things may be looking a little bit
better now,” he says.

New York Federal Reserve Bank Pres-
ident Anthony M. Solomon, one of those
in the minority in the May 6 vote, calls &

B

Economic trend

The virtues of debating a tax cut

Election years are not noted for produc-
ing rational economic policy. Recent his-
tory, including the 1966 delay in enact-
ing a Vietnam tax increase and the mon-
etary overstimulus of 1972, contains
ample evidence of what happens when
political considerations intrude on the
proper management of the economy. The
idea of promising voters a tax cut before
they go to the polls on Nov. 4 thus
deserves more analysis than it has yet
received in the partisan contest over who
will get eredit for the largesse.

The strongest argument in favor of a
tax cut is that, in its absence, an econo-
my struggling out of what looks like one
of the deepest recessions of the postwar
era will be burdened by a massive tax
increase. The combination of a man-
dated rise in Social Security payroll tax
rates, the windfall profits tax on ail, and
the inflation-induced “bracket creep”
suffered by personal income tax payers
represents a tax rise of more than $30
billion in this calendar year and nearly
$50 billion in 1981. “With the economy
in deep recession,” says Otto Eckstein,
president of Data Resources Inec., “it
would be the extreme of irresponsibility,
and the worst economic policies since
1930, to let taxes increase to the pro-
grammed extent.”

On that question there is virtually no

Furthermore, and perhaps most im.
t, Fed Chairman Paul A. Voleker
will have some signs of mon .y growth 1
point to when he reports the pome
jcy review to the Sens o Banking
Housing & Urban Affairs imittee o
July 2.
Fed officinls say that iinary re.
on lh' M2 money m ""whidl
adds money market fund « und oth-
er short-term deposits B—show
for the first half ¢ Year o
the middle of the 64 growth
range targeted by the | r the full
year. And MI-II, (’I‘ﬁ]ll'.a w for m
quarter, increased $6.9 | n the first
three weeks of June
Finally, even though th vy supply
declined during the spri ¢ Feod was
maintaining growth at . il rate of
about 5% in the monets w of cash
and bank reserves at v of the
money supply. [“That there are
funds available for othe: of mone
ary M‘h, gsither cur or later
on,” says Mackey. “A veonomy
picks up, you're going it in the
money supply numbers (]
0 win Bemen
e
well before it actuall, any benee
fite” Such effects ha too subthe
1o be caught by the © cays, bt
are nevertheless real o ke the
difference botween & that bt
toms out late this one that
koeps on going well i
Inflation expectstions
bead of the Survey Re
the University 2
‘!hﬂh'b'd-pmd
evaluate it in terms
public thinks tha
cured by the recession
cut would be seen as o
the poblic thinks that i«
donment of the fight -
would be another
There is, unfortunat
determine how
interpret  Congress
move to eut Laces
crease in long. :
vides some evidence tho
markets at least are woe:
ington is simply wor
tumn in the stop-w o
flicted economic el
decade. In this
maore the tax
S
Aspwcta are
hh.ﬂl

)
:
i
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EXECUTIVE SUITE

M« il helps an ailing
W= into discounting

Ever » Mobil Corp. in 1974 acquired
ma v control of Marcor Inc., includ-
ing atgomery Ward & Co., the oil-
ri nt has allowed the subsidiary to

one wtonomously. But Ward's per-
{ ¢ in recent years has been wob-
b wsult of its belated entry into
i ciional malls, of increased com-
ind of its uncertain merchan-
di irection, Last year, Ward's prof-
nearly halved from 1978, to $54
i sales of $5.7 billion, and the
ontinued into the first quarter of
hen it lost $46 million. As a
Vobil is taking a keener interest
{1%-unit Ward, aiding it with a
wncial package and encourage-
to proceed with a markedly differ-
irketing strategy.
luly 1, Mobil granted Ward a
thy sar, interest-free loan of $200
m { Mobil, which concluded the $1.7
b mirchase of Marcor in 1976, has
h policy of not making [urther
ir ents in Ward and has taken
to label the transaction a
I iy cash infusion, plus an agree-
n + Mobil that Ward will pay no
d i until 1985, is enabling the Chi-
s wid retailer over the next five
Y o convert about a third of its
1o what it says will be high-

Waid's shaky performance
spurred its parent to
modify its hands-off policy

quality discount units. “The mass mer-
chandiser has been doing poorly com-

BBy wy gy e

fag re

stow

pured with the discounter, so we're mak-
ing & major change in our strategy,”
saye Gordon R. Worley, executive viee-

president of Ward. “We're going to be a
cut above K mart in terms of price and
service. Our closest competitor may be
Target,” Dayton-Hudson Corp.'s fast-
growing discount chain.

Modemization. In fact, Ward's radical
new approach is an attempt to emulate
the success of Jefferson Stores Inc., a
small Florida-based discount chain it
acquired in 1978, The idea behind the
planned store conversions, which are
called Jefferson Ward, is to combine
such discount-store characteristics as
central checkout and traffic-generating
softgoods items with such traditional
general-merchandise features as durable
goods and customer services, “We feel
the Jefferson and Jefferson Ward-type
store has a very broad appeal,” says

L

Jefterson Ward stores will combine traffic-generating
softgoods with traditional general-merchandise features.

Edward S. Donnell, chief executive offi-
cer of Ward. “There is no question that
the public likes a checkout store, assum-
ing the store does a good job of catego-
rizing merchandise and providing help
where it's needed.”

Right now the company is operating
32 Jefferson and Jefferson Ward stores,
all of which feature Montgomery Ward
catalog counters. With Mobil's blessing,
Ward plans to open 17 more Jefferson
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 outlets, are
pegged for the East Coast, where Ward
is fairly weak. Donnell expects Jefferson
Ward to have about $500 million in sales
by the end of 1981, with 5% to 6% in
pretax income.

While the retailer is clearly pinning
its future on this new venture, it must
also reverse the erosion in its traditional
stores. “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 executive. Ward is doing a blitz
modernization of 46 of its conventional
stores, at the rate of one per week.
Expanded credit. Of course, transforming
the old-line merchandiser requires huge
expenditures. Until now, political eriti-
cism of pumping oil profits into nonener-
gy areas has kept Mobil from supporting
its subsidiary earnestly. But the retail-
er's earnings shortfall forced Mobil to

e

make the choice be-

s tween cutting Ward's

five-year, $1.2 billion
JE capital program or re-
™~ versing its hands-off
posture.

The $200 million
transfusion will be used
to reduce Ward's short-
term debt. The retail-
er's interest expense
jumped by $60 million
in the first five months
of the year and was re-
sponsible for much of
the first-quarter loss.
But without the loan,
and the release from
paying dividends (which
have amounted to 40%
of Ward's profits), the
Jefferson Ward pro-
gram would have been
severely curtailed.

A side benefit to
stressing the new dis-
count approach is the
likelihood that it will
cut Ward's accounts re-
ceivable, which were
running at 56% of total
sales last year. This is
troublesome, say company insiders, be-
cause customer balances are larger than
for most retailers. Furthermore, the re-
tailer announced on June 30 that it
would also begin accepting MasterCard
and Visa cards nationally.

With the recession throttling consum-
er spending, all retailers are nervous.
Ward, comforted by some of Mobil's
muscle, and having finally decided on a
merchandising strategy, is feeling a lit-
tle better. “We feel there is a place
between the discounter 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
Technology Corp. (sTc) of Louisville,
Colo., and Amdahl Corp. of Sunnyvale,
Calif., leaves both companies vulnerable
to the tactics of industry leader Interna-
tional Business Machines Corp. Indeed,
Japan's Fujitsu Ltd., which owns 26% of
Amdahl and was the spoiler in the deal,
is the only company to benefit.

Fujitsu asserts 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 with
STC to form a new company. Privately,
however, a Fujitsu official complains
that when it agreed with Amdahl to
cross-license patents and knowhow on
semiconductor technology in December,
1978, “no merger [of Amdahl and anoth-
er company] was contemplated and it
was under that condition that the agree-
ment was made.” When Fujitsu appar-
ently failed to obtain guarantees that it
would remain Amdahl's principal sup-
plier of components and continue to

The failure leaves Amdahl
and Storage Technology
vulnerable to IBM’s tactics

assemble certain subsystems for Am-
dahl's huge mainframe computers, it
quashed the deal by threatening to sell
its Amdahl shares. *'I was willing to pro-
ceed with them or without them, but the
Amdahl board felt it could not proceed
without Fujitsu,” says Jesse I. Aweida,
chairman of src. “So,” he adds, “we
aborted the whole thing."

Integration hopes. If the merger had gone
through, the new corporation would have
been an $800 million company with
enough clout to stand up to M (BW—
Apr. 14). Amdahl makes large comput-
ers that offer more power for the money
than 1eM's but that work on 1M soft-
ware. STC would have complemented this
capability with tape and disk memory
products that are the key peripherals for
any computer system.

By joining forces, the companies
hoped to offer customers a more inte-
grated approach to computer systems
and so compete more effectively against
an increasingly aggressive IBM. Instead,
“they are back in the corner where they
were before, and it won't be a viable cor-
ner for a very long time,” says Jean
Michel Gabet, an independent computer
analyst. He explains that both compa-
nies “really needed the economies of
scale that the merger would have given
them.”

To make matters worse, IBM recently
announced software and other improve-
ments for its top-of-the-line 3033 main-
frame computer—which makes life
tougher for Amdahl. And on June 11 it
rolled out new disk drives that will pack
twice as much information onto a disk as
its existing products do. “The recent
announcements of 1BM made life a little
more difficult for both parties,” con-
cludes Frederic G. Withington, a viee-
president at Arthur D. Little Inc.
Survival at stake. '] guess we're back to
square one,” concedes John C. Lewis,
president of Amdahl. But he is quick to
insist that the merger was a means to
diversify rather than to survive. One
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Wall Street lnﬂyﬂ-howm.h“ﬂ’ﬂ
that for Amdahl, survival means diversi-
fication, because Amdahl is a one-prod-
uctmmpany—mdt.hé:ed_egmﬂlw
the generosity of IEM. petitive pres-
mmfm#%ﬂmw_m
Amdahl’s ts. First-quarter earnin
fell to $449,000 in 1980, compared with
3!3.5millionfortheumepamdlnlﬂ'{9.
And long-term debt soared o $71.6 mil-
lion compared with $28 million at the
end of the first quarter in 1979,

This is not the first time that Amdahl
has tried to hook up with another com-
pany and failed. Last fall it wooed STC's
arch-rival, Memorex Corp., and was on
the rebound when it became engaged to

STC.

Although Storage Technology also
tried unsuccessfully to capture Memo-
rex, industry experts say its failure has
not left it as vulnerable as Amdahl's.
Indeed, first-quarter earnings in 1980
were up 20% to $9 million on & revenue
gain of 30% to $124.7 million, compared
with the same period a year earlier, s7C
watchers note that 1BM is at least one
year away from delivering its new mem-
ory disk, giving Aweida some breathing
room. The flamboyant entreprencur is
already planning his next move. “| see
nothing wrong with pursuing another
acquisition,” he says. “We just put sev-
eral [acquisition possibilities] on the
side, and we will probably reactivate
them.” -

Copper’s COLA issue
precipitates a strike

Labor settlements in the steel and alu-
minum industries earlier this year
raised hopes for & similar outcome in
mppgr.Butthehopumblmdwhm
a strike began after three-year contracts
expired at midnight on June 30, and
from all appearances, the walkout could
last several months.

] The strike came as no big surprise to
industry observers. Not since 1961 has
the industry concluded a labor paet
without a strike, and the current low lev-
glofmpl?erdﬂn;ndlndthehi;hbnld
inventories clearly limit the immediate
costs to producers of a work stoppage.
Indeed, most experts feel that domestic
copper prices, which fell some 40% after
reaching records last February, would be
lower if the possibility of a strike had
not threatened to cut supplies. “We
could have been looking at a 75¢-per-ib,
producer price instead of 9%0¢ to G4e.”
says Jeffrey M. Christian of Metals
Week, a MeGraw-Hill publication.

Still, some observer It that the
industry’s healthy prof st year and
early in 1980 and its ro W -term oul-
look might induce it L | a strike-
particularly if produc elt that the
current recession wou rove short:
lived And they reaso: hat the g
between the aluminun Hlement asd
the less-generous steel ( «try contrad
provided ample bangair ~oin on 0opr
per for the union coul [ﬂ.lb’m
United Steelworkers, 1o « before the
deadline. “A quick res tion [of the
strike] could still happe ( one of the
Mmajor companies caves like Kenne
cott [Copper Corp.] did in /77," said oo
metals trader :
A stumbling block. Tha however, ®
highly unlikely, because - «ey differes®
between the aluminum nd steel settle

ments has stymied the corper talks T
USW's pact with the ailin; steel industh
weighed in at about a 357 (ncrease 0
years, assuming 10% inflatos
The aluminum pact cost somew bs!
mare. And the union agreed to give %}
_F!nd.iq 33¢-per-hour mt-nf-limd'
justment (00LA ) payment to help Py
the new steel settlement, while it =5
00 such concession to the alumist®
companies d
Insiders report that the dj\«ﬂﬂ:ﬁd
OGLA money to other benefits iath{m
stumbling block Noting that the U
a similar concession, copper :
a -per-hour CULA paymed
on July 1, 1o help pay for increased P
vons and other benefits. Such 3 47
mon would also lemsen the p!f"""

_ |



fects cOLA is having on labor costs and
worker productivity in a period of high
inflation, the companies argued. “COLA is
killing us because it compresses wages
for hourly workers and puts upward
pres ure on salaried workers,” com-
plaius & company negotiator. The com-
panio© say many workers are refusing
promotions because COLA has cut the dif-
ferer hetween job categories.
The dueat on. For their part, union repre-
senio ve, who solidified their bargain-
ing « earlier this year when copper
pr re at records, refuse to give an
in¢! the 0OLA issue. “We consider
gt special situation,” says Cass Al-
w staffer. “They've got economic
2 vhere comparable to the profita-
bi the copper industry.” Wage
off 10¢ to 75¢ per hour over three
about 15¢-20¢ an hour below
u lomands, but the industry may go
h it wins the coLA diversion.
vlile, some industry observers
& ting on a strike of at least four to
g ks, and maybe longer—on the
th nut it would take that long to
Wi il excess stocks in the U. S. mar-
kel Hut metals analyst George H.
Cle wor of Merrill Lynch, Pierce, Fenner
: b Inc. ealeulates that free world
pr ' stocks are about double their
- evels—"and there's no telling
b ch copper there is farther down-
st Thus, Cleaver thinks, “we could
ha strike of four or five months'
d without undue hardship.”
copper prices, they jumped to
92 'h, on the New York Commaodi-
ty I change in the wake of the strike
Ani «ment, fell back, and then wa-
VETT und 93¢. At the same time, sev-
erel producers, led by Phelps Dodge
Corp., raised their tabs to 97¢ in the
hope Lant speculative demand would lift
prices, Most observers, however, believe
prices will hover at current levels for at
lensl several weeks, although they con-
cede that a longer strike could pl.l.'.lh
them considerably higher.

RESOURCES

The politics behind
Carter’s energy losses

Sinee the beginning of his term, Presi-
dent Carter has depended on & coalition
of moderate Democrats and Republicans
for his modest successes in getting his
energy proposals enacted (table). Now,
with the election four months away,
Republican support is crumbling. The
first casualty was the June 27 House
vote recommitting the Energy Mobiliza-
tion Board (EMB) to conference commit-

tee and all but killing it. The next victim
may be Carter's proposed “oil backout
bill,” which would give federal aid to
utilities that decide to convert from oil to
coal.

In the House vote, only nine Republi-

cans supported the measure, resulting in
its defeat by 232-131. Comments David
A. Stockman (R-Mich.), an influential
member of the Commerce Committee:
“We have been dished out one bureau-
cratic expedient after another. We're

(= B
The fate of Carter's energy proposals

Issue What Carter proposed — and when Outcome in Congress

Gasoline tax Standby tax of 5¢ to 50¢ to take Never acted on
effect if consumption exceeded
targets (1977)

QOil import fee to be passed through Rejected
to consumers at 10¢ per gal. (1980)

Conservation Residential, commercial, and Adopted with minor
industrial tax credits for spending change
related to conservation (1977)

Federally mandated utility rate Energy Dept. given

reform 1o encourage conservation authority only to

(1877) propose rate reforms
to states

Special federal banks to provide Adopted with minor

loans for sclar and conservation changes

Investments (1979)

Oil prices Extension of price controls on some  Rejected
oll, combined with decontrol of "new"
oil and a crude oil “equalization”
tax to bring U.S. consumer prices 1o
world levels (1977)

Gradual decontrol of crude oll prices  Accepted with some
by executive order, combined with changes
windfall profits tax (1978)

Natural gas New gas to be priced on a par with Gradual phaseout of

prices crude oll, with controls extended to  price controls by
intrastate sales and higher prices 1985 with controls
charged initlally 1o industrial users extended intrastate in
(1977) the interim. Industrial

users {0 pay mora
initially

Coal conversion New plants fired by oll or gas to be Passed but watered
barred and conversion of all coal- down
capable plants to be mandated.

Utilities to be banned from burning

gas after 1990 (1977)

$10 billion in grants to utilities to Senate adopted a $4.2

pay for conversion and to bulld new  billion conversion plan

plants (1980) and softened earlier
curbs on gas use.
House has not acted

Gasoline Standby plan to alliocate fuel to all Rejected

rationing registered vehicles plus a “white
market” for coupons (1979)

More compiex standby plan allowing Pending. Acceptance
some “‘white market’’ coupons and likely

providing for regional differences in

driving and some special tax

treatment (1980)

Synthetic fuel $88 billion in federal subsidies Accepled, but at $28
to aid development with funding billion level now with
administered by a government more later
corporation (1980)

Expedited Energy Mobilization Board to be set  Pending. Acceptance

licensing up 1o help cut red tape (1979) unlikely
Licensing for nuclear plants to be Never acted on
speeded and incentives to be
established to standardize
reactors (1978)
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Commentary

There may be good reasons why, in the
term ended July 2, the nine justices of
the U. S. Supreme Court decided at least
11 cases without managing to agree on a
majority opinion. In what business
looked on as the most important case of
the term—a review of the safety stan-
dard for benzene—the five votes to over-
turn the Occupational Safety & Health
Administration standard came in three
separate opinions. The majority could
not agree on such a basic issue as wheth-
er a standard has to save more in human
life than it costs in order to meet legal
requirements,

Lawyers are becoming increasingly
concerned about the surge of plurality
opinions. Such splintered decision-mak-
ing means that executives looking for
firm guidance from company lawyers
are being told that the answers are just
not coming down from the high court.
Little 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. system,
the high court decides real cases based
on solid facts and arguments by warring
opponents; it does not answer hypotheti-
cal legal questions. But resolutions of
actual conflicts are supposed to set out
general rules to settle future conflicts—
and to define what is lawful.

It has been characteristic of the court
since Chief Justice Warren E. Burger
and his three fellow Nixon appointees
joined it that, as Harry S. Gerla 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 terms.” The new tendency toward
issuing plurality opinions compounds the
problem. This term seven justices said
that an employee collecting workers'
compensation from the state where he
was injured can get supplemental pay-
ments from his home state. But the
majority split 4-3 on their reasoning,
providing little help for other companies.
On July 2 a majority that approved con-

i action setting aside public
works jobs for minority-owned contrac-
tors could not agree on the constitutional
standards to be applied. On the same
day, the court by a 7-1 vote curbed the
power of judges to close trials to the
public, but because four separate expla-
nations were provided, the ruling will
inevitably prompt still more litigation on
the issue.

Explanations are at the heart of the
court’s role, The justices write opinions

er is the lesser part of the jmﬁm".&
Plurality opinions leave
floundering, not knowing

£
£
5
£

colleagues along in a close vote. Bat, in
a.ddmonfthmmatthamtm
be a belief among the justices that it is
just not important to bury differences
and get together on a majority opinion.
Even though Justice Lewis F. Powell Jr.
admits that “the court fairly may be
criticized for the increasing number of
dissenting and concurring opinions,” he
insists that state of affairs is better than
“a court whose members were domi-
nated by a willful chief justice.”

The current splintering is part of a
court is moving away from the activist

important that take their individ
al views uerim'" argues G I.l
Gunther, the Stanford University Law
School‘mmtitutioml authority. He be.
lieves “the country can live with thay
hndofunmﬂantyfunfum.
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finally getting fed up.” But Energy

e Coonenl Lymn Colemmin ek

another way" “Something was

on them other than the morits. They gy

a chance to embarrass ('« President”
Administration official- admit it wi

be tough to resuscitats ‘he EMB in g

increasingly political < ate, and sy
of the Administ: *'on's oil bac.
—which wo i provide $1
billion in federal funds . wean utilitie
from oil —are worried o' it & repeat of
the BMn kind of partie.r ip, “The na
vote disturbs me,” say . “evin Roone,
ve represental) ar the Edise
Electric Institute, “1t ssential thy
this not become & part {ssue.”
Giveaway? Nonetheles: Il aigns an
pointing to the oll bac bill's becom
ing just that. Not a sir;  Hepablican e
the House Commerce (o mittee, whick
still has the measare ' lod up, s pow
supporting the Admin ton
The main Republican plaint is tha
the bill is an unbeces giveawsy &
the electric utilities. T iministratio
would have given §4 1 in grants asd
loan guarantees for o ting existing
eloctric plants from ¢ coal and §
billion more for buil ww plants o
adopting other meas hat would o
back on oil use. The S« dropped the
funding for new plan t agreed 01
$4.2 billion program | mnverting o
isting unita
The Senate also pas + amendmest
that overturns a ban « use of nater
ral gas by utilities of ), in add-
ton, it allows more o 1o be bursed
now. The amendment « - the key ot
E3-7 vote for the oil b .ormally, wd
an amendment would . « attract B
yotes In the 11 e, since the
i have long o, t‘dlhf*‘
ban But so far Repo  cans are &

;
s
?
:

change that unw':; islon,” &9
“Hut there s pleli!ll"

opportunity to do ths! In oduff';

rama”
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The unlikely alliance



of their activities. This year the 5,000
registered lobbyists on Capitol Hill seem
to have scored another victory, as pros-
pects for legislation pending in both the
House and the Senate fade away.

The bottleneck now is in the Senate
Go «rnmental Affairs Committee,
wh¢h in several tumultuous sessions
voie knoek out key provisions of the
Se 'obby bill. Without those provi-
sl enator Lawton Chiles (D-Fla.),
& - of the measure, says he will not
b tuking the legislation to the full
¢ a vote, A weaker version is
red ¢ lloor action in the House, but
' f that chamber réfuse to act

Senate does.

ouse is understandably unwill-
i1 y out on a limb again; it has
al roduced two lobby reform bills
tl ¢ Senate either opposed or ig-
n 'oth measures were strongly re-
8 iy the lobbyists they would have
a Nith the exception of Common
C ail the AFL-C10, nearly everyone
tionholes members of Congress
0 ures position papers objects to
7 I hby reform. “Lobby disclosure is
a i that has tended to unite lobby-

Sot :

Lo oyists of all stripes are
nc - meeting weekly
fc © op a Senate reform bill
ist matter what hat they wear,"”
8 | Wertheimer, senior vice-presi-
d ommon Cause.

i, an informal group of lobbyists
r nting all points of view meets
Wi discuss strategy on the Senate
bi 107 organizations ranging from
thi ican Horse Protection Assn. to
the ational Association of Manufactur-
er tly signed a letter to members
of | nate committee laying out their
ohioctions. But they have an uncomfort-

mon, “It's awkward to find our-

able I

selves lobbying next to people we have
nothing in common with and [whom] we
loathe,” says William A. Butler, general
counsel of the Environmental Defense
Fund.

Two elements of reform particularly

disturb just about every Hill lobbyist.
One would require groups to disclose
their efforts and expenditures in gener-
ating grass-roots pressure—the letters
and telegrams to Congress that have
become such an effective lobbying tech-
nique. The other unpopular element
would require lobbying organizations to
list groups that give them more than
$3,000 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 resembles
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 officials.
Those groups would be required to re-
port all lobbying expenditures, including
gifts, spending for social occasions, ag-
gregate lobbyists' salaries, and the cost
of written communications. If an organi-
zation spent more than $5,000 in solici-
tations alone, it would have to list that
cost, with a separate subtotal for paid
advertisements, and state the issues for
which solicitations were made.

Small lobbying groups say the paper-
work imposed by those conditions would
be far beyond what they could afford.
They point out that, even though there is
a $5,000 reporting threshold, they would
have to keep track of all their expenses
just in case they crossed the spending
line. Larger groups also claim the paper-

Senator Chiles: Two controversial provisions are the key to his lobby reform bill.
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work would be excessive. “It would be a
mountain of detail,” says Robert S. Hat-
field, chairman of Continental Group
Ine.

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 fail,
says Committee Chairman Abraham A.
Ribicoff (D-Conn.), a supporter of lobby
reform, “I think we're better off without
any new lobby law." -

UNIONS

Auto workers head
for the welfare rolls

Hundreds of thousands of laid-off auto
workers will be running out of their var-
ious unemployment benefits by late
summer and could find themselves on
welfare rolls this winter—a fate they
largely managed to avoid in the severe
1974-75 recession.

Some 250,000 blue- and white-collar

workers are currently laid off with no
call-back dates by General Motors, Ford,
Chrysler, and American Motors, roughly
a quarter of normal Big Four employ-
ment. An added 50,000 auto workers are
on temporary layoff, and this number
will climb as auto plants close for ex-
tended model changeovers. The United
Auto Workers says 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 recession.
Pockets of layotts. Under normal layoff
conditions, auto workers receive state-
paid unemployment compensation (UC)
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 layofl) for up to one year. In Michi-
gan, a typical assembly line worker with
a family of four, who received weekly
after-tax pay of $292, collects $265.
Workers who qualify for federal trade
readjustment assistance to those idled
by imports receive TRA payments of
$270 per week instead of UC and SUB,
although TRA often is delayed until
months after a layoff starts. In the past
year, 300,000 auto workers gualified for
TRA.

But these programs are running out of
money. Melvin A. Glasser, the vAW’s
social security director, declares: “We
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Bell helping you manage your business better #3

HOW A PHO
CAN BE YOUR

NE NUMBER
“OFFICE”IN

ANOTHER 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

The Bell System assigns your
firm a local number in the city where
you want to develop additional
HUSINEss.

Your customer looks you up in
the local phone book and dials the
number. The call is re-directed via
Long Distance to your home office
in another city. Or another state.
There's no operator assistance, so
there’s no waiting.

Now you have a local 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? It's surpris-
ingly low—less than $22 a month,
plus the low direct 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-
tional lines and equipment.

Note: We'll advise you on the
availability of RCF in the market
area you choose.

Open New Markets

But the real wonder of RCF is
what it can do for vour business. For
instance, if you want to test out a
new market, vou don’t have to open
an out-of-town office. You open an
“out-of-town office number” —with
RCF.

Let's say you'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 possible. In this way, you
build your market with the least
expense and effort.

On the other hand, vou may
discover there’s not enough business
to warrant an office in a particular
town. And you haven't lost a lot of
money finding out.

Amazing Opportunities

But that's just the beginning of
vour amazing opportunities with
RCF. Let's say you deal with cus-
tomers in a distant town. With RCF,
they don't have to call collect—so
they feel more comfortable about
calling. They feel vou really want
their business, and they tend to
order more,

You can also use RCF to im-
prove customer service, gain cus-
tomer loyalty, and so build business
For instance, if you're a dealer with
lots of retail customers in one town,
they don't have to wait for a salesper-
son to call. They can order, get the
latest prices, the newest deal.

Retail stores accept orders from
surrounding cities. Stockbrokers get
more calls from clients when they

@) Bell system

offer RCF. Truckers have - uned to
build up business in the where
they deliver, and so ret with a
load. And a whole rang: of other
industries — manufacturing  business
services, real estate, co uction,
loan companies, person ‘rvices,
wholesaling, finance, a1/ more—
have discovered its powes
Here's More Hel,
In addition to RCI wr Bell
business expert has all e other

ways to help you mansge your
business better

#1 800 Service. Gene direct
response leads, using the toll-free
800 number. Improve ser speed
orders. Expand market & answer
consumer questions, col t prud-
uct research, improve ompany
image

#2 WATS Lines for * all and
Medium Businesses. Loa - the most
economical ways to buy \TS=by
time, by area—and how ' VATS can
build profits, improve « er ser-
vice, and reduce selling

#4 Selling Smaller Accounts.

Instead of visiting distant accounts,
sell by Long Distance. Heduce the
cost of making the sale. Sell more
accounts. Reach customers at the
puim where lU“’rrl"l! inventory
prompts them to buy

#5 Handling Inquiries. Turn mail of
I:}l(mc inquiries into sales. Learn

ow to capitalize on a pru;iﬂ‘“
interest immediately with quick &
competent action. Establish rapport
that cannot be achieved by res .
ing through the mail.

#6 Opening New Accounts. A
tested, practical way to do it DY
phone. Total : covers even”
thing from building a list and screen
ing a prospect’s interest to closing
the sale.




CALL 800-821-2121,

Ext. 956.

toll free anywhere in the contiguous United States. In Missouri, call 800-892-2121. Ext. 956.

A .. BUSINESS EXPERT
Wi TALK TO YOU. You can
X to_have a relaxed, friendly
L von’ll discover whether RCF
cant o practical, profitable plus
fi business. To help vou, we'll
ne formation. So weql ask ques-
t ike the ones listed below. No
5, nothing you won't have

ver to. You'll find the discus-
Loroughly enlightening and

0.

Q [ is your product or service? Q. Does your business have plans to
Q many locations does your meet specific business objectives,
1ess have? such as increasing market cover-
Q it type of advertising/promo- age or increasing market share?
lo you use? Q. To how many cities would you
(.‘. 1 {!!] vou hu"dle inquiﬁes at Q. Are vou mneﬂ“y usil‘lg sel‘\r‘it‘es hkre to expand market m\'erage?
ent? other than your local lines—such Q. How do you currently test or
Q ou secept collect calls? as WATS or Reverse Charge? expand market areas?

OR WRITE.

Fill in below or attach your business card and mail.

o el s o G S G G S S D S — S S S S————— — — —_———————

Bell System Sales Center
811 Main Street, P.O, Box 549
Kansas City, Missouri 64141

Yes, I am interested. Tell me Name
more ahout:
#3 Remote Call Forwarding Title

I I would also like to know :
I more about the subjects I've Company
| checked below.

L1 #1 8500 Service Addre
| O #2 WATS Lines for Small s

and Medium Businesses

I O #4 Selling Smaller Accounts
I 0O #5 Hnndring Inquiries
L

City — State. Zip

L #6 Opening New Accounts Area Code—_____Business Phone

800-821-2121, Ext. 956

To call toll free. dial 800-821-2121, Ext. 956, anywhere in the contiguous United States. In Missouri, call 500-892-2121, Ext. 956. I
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&l The acceleration

in auto company layoffs
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g Data: Ward's Automotive Reports J

are impoverishing people by foreing
them onto welfare.”” In Michigan, how-
ever, welfare is restricted to families
with less than $2,000 in assets, leaving
only food stamps as an available benefit
program for some workers.

The basic problem is that, with high
unemployment so far concentrated in
such pockets as Detroit, there has been
no broadly based political support for
beefing up the jobless programs. UC pay-
ments last only 26 weeks in most states,
with another 13 weeks paid for by the
federal government becoming available
as unemployment rises. But Congress
seems unlikely to approve further exten-
sions this year. In the last recession ben-
efits were quickly stretched to 52 weeks
and even 65 weeks in areas of high
unemployment. The cost of each 13-week
federal extension is §1 billion to $4 bil-
lion, depending on the jobless rate.

To cut costs, the Labor Dept. has, in

effect, raised the unemployment rate
“trigger” for extending benefits beyond
the first 26 weeks. While this might not
have a significant impact nationally, it
did eause 48,000 furloughed workers to
be lopped from extended-benefit rolls in
New Jersey.
Depleting funds. Across the nation,
roughly one-third of all laid-off auto
workers have already exhausted their vc
payments. Analysts at the Michigan
Employment Security Commission pre-
dict that at least 250,000 workers in that
state will run out of benefits this year,
compared with less than 200,000 in 1975,
The sooner UC expires, the sooner com-
pany SUB funds must increase payments
to keep weekly benefits at 95% of take-
home pay, and this is taking its toll on
the funds,

Prolonged layoffs forced Chrysler
Corp. to halt SUB payments to workers
with less than 10 years of service from
August, 1979, to last March. Ford is
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expected to announce SUB cutbacks by
July 4 for less-than-10-year workers,
i 90% of its 60,000 furloughed employees.
* General Motors Corp.’s fund, which
2 went broke for 18 months in the last
recession, may have to restrict payouts
September.
by'l‘hesunfunddninmwltd in
recent weeks by a depletion of federal
funds appropriated for trade adjustment
beneﬁuthisyw.hemunofthelunn
TRA payments. The sUB funds make pay-
ments in lieu of TRA in the interim, and
although workers are required to reim-
burse the sus funds when the TRA checks
finally arrive, it is all but impossible for
companies to collect from workers who
permanently lose their jobs. om, for
instance, is still trying to collect §1.5
million of the $14 million its sUB fund
disbursed as TRA payments in the last

recession. This time, the company f{unds

could lose hundreds of millions of dal-
lars, union sources say.

The resumption of trade adjustment
benelfits in states where funding has run
out hinged on final congressional ap-
proval of a $1.4 bhillion supplemental

appropriations bill. .

AVIATION

OMB strafes the F-18
as its price tag soars

In a dramatic example of the impact of

inflationary costs on new weapons sys-

tems, the price of McDonnell Douglas
Corp.'s F-18 fighter aircraft is now so

high that some Office of Management &
Budget analysts are recommending that
the plane be canceled before production
of it starts later this year,

Politics will probably dietate other-
wise, But there is no doubt that the F-18,

once billed as a lightweight, low-cost
plane ideal for both the Navy and the
Marine Corps, is now nearly the most
expensive fighter ever purchased by the

U. S At the beginning of 1980, the Navy
estimated it would have to pay $24 bil-
lion, or $17.4 million apiece, for the 1.377

F-18s it would buy in the 1980s. It has

now raised that estimate to $31 billion,

or $22 million a plane, about the same
price as the much-heavier Air Foree
F-15, which has been in production for
five years. “What it comes down to"

admits one Administration official, “js
that the Navy will either have to buy
fewer F-18s than it planned or it will

have to scavenge for funds [to buy them)

from somewhere else in its

Expensive stage. That will not be easy,

however. And, in addition, the escalation

in the price of the aircraft may not be

over. Inflation has caught the F-18 4
the worst possible time, just as its pry.
ducers were tooling up and buying mate.
rials to build the plane. Ineffi -iencies ar
always greatest at this stage of a plane's

production run. And the ©-18 is not
thtwmmmw that rule,
In a recent report to Defs e Secrety.

Why Pratt & Wh ney
is high on its ne . engine

reduces the cost signifcantly,” w84
Pratt & Whitney spokesman

Target: 1988. In addition to its Jower &
chase price, the PW-1120 engite shook
offer fuel economies, its supporters 87
it could be in fall production by 1%
And by then, says Prank W. McAbeeJ
president of Pratt & Whitney's Go
ment Products Div. in West Palm
Pla, the PW.1120 will get motb"“":

the F-100 engine, on which &
based, will have amassed about 3 ™50
hours of service, thereby providi® ;
high degree of confidence in its 4659
“Prom a technical standpoint, ths*

low-risk development & One
McAbee. If it also turns out to b 370
st program, the combination

hard to match.

If the F-18 goes into pro ction, there i
little chance that the S. will fusd
another new fighter craft in the
1980s, or maybe throuy  he rest of the
century, But that is leterring the
Pratt & Whitney A ft Group o
United Technologies which plans
to spend hundreds of 1 ons of its om
funds over the next thr ears to devé:
op a new engine that | Jler and man
powerful than the F-I 404 made s
General Electric Co

With or without « lation of the
F-18, Pratt & Whitne o4 & potenti
market for 4,000 10 ) airerafl e
gines in the 20,000.1h it class over
the next 20 years that slest
® The rx export figh which beth
General Dynamies Cor;  and Northroy
Corp. have been clear build by the
State Dept.
® lsrael’s new Lavy fig' or, now in the
® The Do \b-Scania M
fighter that is being p'  ed to replae
Sweden's Viggen

Iﬂ all three cases. « anies are al
ready looking at the » led PW-II3
engine in competition « 'h GE's 1600
Ib-thrast F-404 engine ratt & Whit
ney spokesmen say. A he cost of
PW-1120 presumably « id be les be
cause it will adopt more «an 60% of
components now used the Pratt &
Whitney F.100 engine 12t now powe®
both the F-14 and F-10 fighters. ‘T

"
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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.

D&B's new DUNS DIAL gives
you instant access to the
information you need via a
direct, toll-free telephone call.
With this new Dun & Bradstreet extension, you
simply dial a special 800-exchange number
for answers (0 your questions,
PTU\'hfl'ni in seconds, wg._nd
ing anv of over 4.5 million
U.S. companies. Nothing more

than an ordinary telephone is
required, which means Duns Dial is
available to all D&B subscribers
companies large and small, coast

to coast

D&B's new DUNS-VUE lets you
view information via a terminal
right on your desk.

This new Dun & Bradstreet connection, soon
1o be a reality, allows subsc .”.E‘t_'!'*- to ;‘1_.',|¢‘i
*conversations” between their desk-
top terminal and D&B's computer-
tip action,

ized data base. With fing

a Rating Display or a stand-alone

Summary Display - with
LTI

vital data updated weekly -
appears right before
your eyes

D&B's new CUSTOMER PRINT
TERMINAL SERVICE puts
hard-copy business reports in your
hands in minutes.

Dun & Bradstreet brings you the
ultimate in business information
communications - the instant relay
to your offices of D&B Business _
Reports in printed form. A  g&>
two-page report takes less
than two minutes! Gone are
the days of waiting for th rts
by mail, as the rollout of this new D&B service
gathers momentum in the coming years

“Information, please.” These are the
words you hear increasingly from CEOs,
corporate treasurers, sales directors and
credit executives. We have been listening!
As the world’s leading source of business
information, Dun & Bradstreet is 100%
committed to advanced transmission
technology - to the fastest possible relay
of information that keeps the wheels of
commerce turning. Yes, Dun & Bradstreet
is the essential business.

Dun & Bradstreet

“B acompany of
The !)un& Bradstreet Corporation




ry Harold Brown, Navy Secretary Ed-
ward Hidalgo acknowledged that the
Navy will have a tough time affording
all the F-18s it wants. But he is reluctant
to abandon the program. And, officially,
the Defense Dept. feels that way, too.
“Even if the Navy wanted out of the
F-18, Brown wouldn't allow it,” says one
official. “We don’t see a reasonable al-
ternative to the plane, and we don’t want
to start all over with a new one.”

Pressure on behalf of the F-18 is com-

ing from the State Dept. Canada has
ordered 137 of the planes for $2 billion,
and both Australia and Spain are con-
sidering buying it. All such deals would
be off if the U. 8. canceled.
Political impact. There would also be an
uproar in Congress if the Administra-
tion suddenly decided the F-18 should be
terminated. In their military authoriza-
tion bills for fiscal 1981, the House and
Senate voted money to buy 72 and 60
F-18s, respectively. The Pentagon had
requested funds for only 48. It is not
insignificant that the F-18's engines will
be produced in the Massachusetts dis-
trict of House Speaker Thomas P.
O'Neill, observes one Administration
watcher. “O'Neill’s goodwill is very im-
portant to the President.”

With such forces arrayed against it,
there is not much chance that the oMB's
attack on the escalating cost of the F-18
will come to much this year. “But the
issue of whether to continue the pro-
gram won't go away,” concedes one Ad-
ministration source. Grumman Corp.,
manufacturer of the F-14, one alterna-
tive to the F-18 as well as Vought Corp.,
which makes the A-7, another possible
substitute, can be counted on to keep the
turmoil going, especially if the F-18's
price continues to climb.,

And there is not much question that it
will. “The really bad inflation of the first
half of 1980 is just now catching up with
the F-18," admits the Administration
spokesman. “Costs will get worse before
they get better.” -

WORLD TRADE

A new French rush
to California wineries

Seeking a toehold in the fast-growing
U.S. markets for better-quality table
and sparkling wines, French vintners
are plowing capital into California at a
startling 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 clip,

So far, about $125 million of overseas
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money has been invested in
California wineries. “I've
never seen anything ap-
proaching the number of
inquiries or the intensity
of interest,” says Louis R.
Gomberg, a San Francisco
wine consultant. “I'd call it
a frenzied search.”

Foreign investment has
been growing in California
vineyards for several
years, but it is the arrival
of the old-line vintners
that is causing & stir now.
On July 2, for example,
Piper Heidsieck, a 195-
year-old champagne pro-
ducer from Reims, un-
veiled a $6 million joint
venture with Sonoma
Vineyards of Windsor,
Calif., and its New York-
based majority owner,
Renfield Importers, to pro-
duce a “Piper-Sonoma”
sparkling wine. In April,
Société Baron Philippe de
Rothschild, the largest
seller of Bordeaux wines in
the U. S, joined in a ven-
ture with Robert Mondavi of Oakville,
Calif., to make “world-class wines in
California.”

Moet Hennessey, another French
champagne maker, invested $20 million
in 1972 in a Napa Valley winery, and it
is spending another $3 million to double
sales of its Domaine Chandon sparkling
wine to 3 million bottles a year. “We are
surprised to see how well our wines are
received in the United States without
any advertising or publicity,” says Phi-
lippe Guerin, financial director.
Credibility. Other French vintners, be-
set by chronic shortages of top-quality
grapes and stiff price competition in the
U. S. from Italian imports, are also seek-
ing access to California grapes. For the
Californians, they supply sorely needed
capital to small and midsize wineries,
but the prestige of the French names is
perhaps more important. “It puts the
stamp of credibility on our industry,”
says Sam J. Sebastinni, president of
Sebastiani Vineyards.

. The arrangement between Piper Heid-
sieck and Rothschild and their 1.8
partners is that the French will supply
capital and Old World knowhow and
that the U. S. partners will be in charge
of growing grapes and making wine.
“For a French company to come in and
lay out a lot of money with American
management in charge is something |
can't imagine happening five years ago,”
says Kenneth J. Kwit, chairman and
president of Sonoma Vineyards,

Even without foreign help, California
producers are making inroads into table-

Sonoma's Kwit: The deal brings Old World
knowhow and French capital 10 U. 5 wines )

wine markets abroad "I last year
and & half the whole U, S e industry
has raised its head ap | a myopic
concentration on the do ¢ market
and in looking overseas.’ « Phil A
Letarte, an economist for Agricul
ture Dept's Foreign Agr ‘taral Ser
vice. This change in att . coupled
with the depreciation of 1} dlar rela-
tive to other currencies, ped push
U.S. wine exports to 5 lion gal.
worth $18.6 million, in 19 nore than
double 1978
Room for export growth nada ac
counted for roughly 60% o' «ports, but
sales of California wine ar increasing
elsowhere. Exports to Brito . the larg
est European importer o California
wines, jumped by 178% to .2 000 gal. I8
1979, as wine dealers, hotsls, and b
retail chains such as Petor Domink
added or expanded Californis wine list:
ingx.

With exports accounting (or only 2%

of total California wine shipments, plet-
ty of room for growth remains, howeve
As the accelerating entry of fored
investments heats up competition for the
‘jjllsf*im market, Californis pn:iﬂuf:
will feel increasing pressure to retalid®
“The industry’s focus will have 10 ‘hfﬂ
from production to marketing,” say® >
bastiani, who expects his winery 0
crease its exports to 1 million cases b
1985, a third of current production, {

a projected 30,000 cases this ye¥
“There will be disruption for a while an
then a shakeout as we make the tras®
tion B




IBM introduces the Displaywriter:
I(S so easy to use, it shows you how:

-

The new TEM Displaywriter System can
actu ::|‘_. show you how to process words. Just
by following the instructions on its screen.
I's 88 Ensy as ABC, Or D.
ippear on the screen and you
situply choose the one that corresponds to
what you want to do: ABC or D,

Plain English Spoken Here

The IBM Displaywriter uses plain every-
day English. When you want to edit, revise,
change your format or print your document,
you press the key that the clearly worded
task tells you to. Say you want to revise. You
E{ﬂ" the letter next to “Revise Document”

"hen you're finished revising you go on to
Your next step.

Check Spelling Frors

In what truly must be one of the wonders
of the Information Age, the IBM Display-
writer can check your spelling, It has an
electronic dictionary of about 50,000 words
that can check for spelling errors at up to
1000 words a minute,

Letter

Dial-A-Letter

With our communication options, you'll
be able to transmit or receive information
from office to office. And from coast to coast.
Over ordinary telephone lines.
First the Good News

The IBM Displaywriter is modular. That
means you only buy as much of it as you
need. You may want to start with a basic
printer and work your way up to the fastest

model. Or design your system for one person,

then graduate to two or three.

Then the Greai News

The IBM Displaywriter helps you get
everyday office work done fast. What's more,
it's very attractively priced.

We look at it this way:

If you're interested in word processing,
you're interested in saving time.

And if you're interested in saving time, it
stands to reason saving money can't be far
behind.

>
The IBM Displaywriter System.

PN TN TR T A, 1] ha

I am interested in learning more about the I
new IBM Displaywriter System. Please have |

your representative get in touch with me. I

I

Name TV :
Title e AR T
Company i ; :
Address P |
City = - —— I
_ 1
State L. = 20 1
Telephone # _ == ot
BW. 7 14 B0 |

e === |

S == S== '

———— ] I

Office Products Division I

400 Parsons Pond Drive |

Franklin Lakes, N.J. 07417 _J'

For more information, call your IBM Office Products Division Representative or
Call Toll-free 800-631-5582 Ext. 2/In New Jersey 800-352-4960 Ext. 2




In business this week

—
PEOPLE Paperworkers Union (cru) is | standing. Speculators imme- | out & similar pen last April
A veteran succeeds pl:mning to revive dormant | diately bid Pullman's stock up | The complaint, fiiad in U.§.

Standard Oil Co. (Ohio) has
tapped its senior vice-presi-
dent of technology and chemi-
cals, John R. Miller, 42, to

Miller: Sohio’s president.

become president and chief
operating officer, effective on
Aug. 1. The 20-year Sohio vet-
eran succeeds Joseph D. Har-
nett, 62, who is retiring. A
chemical engineer, Miller has
held a variety of positions at
the nation's 13th-largest oil
company, ranging from trans-
portation to finance. Cleve-
land-based Sohio, which is
53% owned by British Petro-
leum Co., last year netted
nearly $1.2 billion on sales of
$7.9 hillion.

Superior Oil's new chiel
After 17 years as chief execu-
tive at Superior Oil Co., How-
ard B. Keck, 66, is retiring
and turning the reins over to
his protege, President Joseph
E. Reid, 51. Reid, a former
Shell 0il Co. executive, is ex-
pected to continue the man-
agement direction initiated by
Keck, who in recent years has
recruited a team of oil explo-
ration and development ex-
perts highly regarded by the
industry. The company's 1979
earnings—$200 million, or
$9.52 per share, on sales of
£1.1 billion—make Superior a
top money-maker among in-
dependent oil companies.

A Canadian paper strike
With strikes at Abitibi-Price
Inc’s eight Canadian news-
print mills scheduled to be in
effect by July 5, the Canadian

negotiations with other east-
ern Canadian producers who
supply 55% of U.S. consump-
tion. The cpu those
negotiations in hopes of
reaching a pace-setting agree-
ment with Abitibi-Price,
holder of 10% of the U.S.
market. A union spokesman
says the differences that
stalled the Abitibi-Price talks
could spread.

FINANCE

Braniff's stalled stock
Braniff Airways Inc. has re-
ceived a double jolt: $65 mil-
lion of a previously announced
$100 million private place-
ment of preferred stock has
come unraveled. Without that
money Braniff could be
blocked from tapping $220
million in unused revolving
bank credits because of re-
strictions in its loan cove-
nants. In a terse statement,
Braniff noted that it could not
sell $50 million in preferred
stock this June and an addi-
tional $15 million as sched-
uled in January, “because cer-
tain earnings requirements
under [its] private placement
agreement had not been met.”
Braniff lost $44.3 million last
year and $22 million in this
year's first quarter. Analysts
think Braniff may be forced
to delay or cancel the pur-
chase of jet aireraft that it
has ordered from Boeing Co.

Chasing after Pullman

J. Ray McDermott & Co., the
New Orleans offshore oil plat-
form and utility construction
company, is moving to buy a
225% stake in Pullman Inc.,
the financially troubled rail
car manufacturer and con-
struction contractor. On June
30, McDermott, which netted
$88 million on sales of $3.3
billion in the fiscal year ended
Mar. 31, announced an offer
of $28 per share for up to 2
million shares of Pullman.
Earnings at Chicago-based
Pullman dropped 25% last
year to $48 million, on sales of
$3.2 billion. McDermott al-
ready owns 500,000, or 4.5%,
of the Pullman shares out-
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past $31 on rumors that
McDermott would pay a high-
er price. McDermott has
about $525 million in cash and
short-term securities.

Bailing out AMC

American Motors Corp. has
restructured its revolving
credit agreements to avoid de-
faulting on $90 million in
loans. The loans are part of &
$150 million revolving credit
agreement AMC negotiated six
months ago with 13 banks.
Those banks froze their loans
at the $90 million now out-
standing when AMC said it ex-
pects record losses for the
quarter just ended and for the
fiscal year ending Sept. 30,
AMC has until Oct. 31 to work
out a new program. Until
then, the financial subsidiary
of AMC's French partner, Re-
gie Nationale des Usines Ren-
ault, will extend $90 million in
eredit to the U, S, auto mak-
er,

COMPANIES
Gould shifts gears
Gould Inc, in a move de-
signed to “reallocate corpo-
rate resources” to its main-
stay electrical equipment and
electronics business, is phas-
ing out a fast-growing finan-
cial subsidiary with about
$196 million worth of leases
and receivables. Gould has in-
vested about $27 million in
Gould Financial Inc., and the
subsidiary’s debt has soared
194%, to $99.7 million, since
1978, putting an additional
burden on Gould's increasing-
ly leveraged balance sheet
Gould also announced plans
to acquire kL. Medical Inc., a
leading manufacturer of pul-
monary diagnostic equipment
that becomes part of Gould's
el(_ummca group, for $103
million in common stock.

Gillette sues

Gillette Co., which introduced
the first erasable-ink pen
nearly 18 months ago through
its Paper Mate division, has
ﬁlgd a patent-infringement
suit against Atlanta-based
Seripto Inc., which brought

District Court toston, as-

serts that three (ormer Gil-
lette employec. hired by
Seripto broke ntractual
agreements with | eir ex-em-
ployer by divul; trade se-
crets and conb sl infor-
mation enablin, Secripto to
make its pen lkﬂl"ll
Martin, preside { Seripto
and an accused mer Gil-
lette insider nied the
charges.

A yen for Peps

“They offered the most
money,” says Juo - . Jordan,
president of P n Indus
tries Inc.. expla + why his
soft-drink bott! company
has tentativel preed to
merge into Sur Interna-
tional, the U. 8 - nwidiary of
Japan's Suntory < 1. Suntory
is offering $38 (» - “hare ora
total of $100 mi for Pep-
com. With 10 ! bottling
plants and eig! tribution
centers in New York and
North Carolina, company
last year netted 1 million
on sales of $69 ilion, In
contrast, Suntor 1. 8. sub-
sidiary last yeu senerated
revenues of $20 ¢ n, most-
ly through di ition of
Suntory beer and . quor. The
parent company » world's
fourth-largest lig . - distribu-
tor and also has nierests in
wine and soft drisis

A truck from Europe
Through its rvero Trucks of

North America [nc subsidia-
ry, IVECO of Amstordam hopes
o crack the U. S light-duty
trock market with a diesel-
powered van called the Z-100.
vEco, which is controlled
Fist, plans to ship sbout 1,500
of its European-made

to the U S this year. The
company claims that the
trucks, which have 100-hp-
air-cooled engines, will be
twice as fuel-efficient as simi®
lar gasoline-powered

and will require only half the
maintenance. Iveoo al

has orders for 250 of the van®
from Federal Express Corp-
and expects additional orde™
from bakeries, laundries, and
other commercial users. .



Now and Future

Customers know...getting
tomorrow's metals and
minerals 10 market is what
Falconbridge does best
Worldwide. Now and in the
future

It's a rewarding and
complex pursuit, embracing
many skills—~financing,
mining, smelting, refining and
marketing

And any one of those
functions can be undertaken
alone or in concen with
partners

When it comes to the
smelting, refining and
marketing of metals and
minerals—Falconbridge also
handles them on a direct or
agency basis. Worldwide

Nickel, copper and cobalt
were the metals Falconbridge
started out with.. .over hall a
century ago at its mining and
smelting operation at Sudbury
in Canada

Now, besides producing
such metals as gold, siiver,
lead and zinc in Canada's Far
North and iron ore and
industrial minerals elsewhere
in the country, the
Falconbridge group of
companies also turns out
platinum in South Africa
terronickel in the Dominican
Republic, and highly refined
nickel, copper, cobalt and
precious metals in Canada |
and Norway

Additionally, Falconbridge
smelts and refines and
markets metals and minerals JI
for other resource |
organizations. Worldwige |

Alerl 1o its responsibilities
1o the people, communities

and governments where it |
operates, and tons
customers, Falconbridge 1s
ready to commit imaginative |
Knowhow to any ver'-'ﬂ;w in
which it participates
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e L N—— -

50 A




INDUSTRIAL RELATIONS

How to create jobs when a plant closes

When British Steel Corp. closed its
Clyde iron works near Glasgow two
years ago, both the antiquated factory
and the jobs of its 800 employees seemed
headed for the scrap heap. But instead of
demolishing the plant, the state-owned
steelmaker, at the suggestion of a new
gsc subsidiary, spent $600,000 to remod-
el it into an enclosed industrial park that
now houses 63 new businesses ranging
from whisky barrel manufacturers to
furniture makers. In the process, BsC
achieved its primary purpose—creating
jobs for 450 employees, about half of
them former steelworkers

The Clyde center is among the first in
a small but growing number of experi-
ments in Western Europe and the
United States to deal with social upheav-
als caused by plant closings. Following
an idea originated by the Swedish gov-
ernment in the mid-1970s, companies in
Britain, France, ltaly, and Spain already
are trying a series of new measures to
create jobs for workers they are laying
off. These include offering plant sites,
practical advice, and business knowhow
to new and expanding companies that
hire discarded workers, plus helping to
arrange financing, either through banks
or with direct equity stakes. In 1980
alone, British Steel will create jobs for
up to 10,000 of the 52000 workers it
plans to furlough by the end of this year.
“It's fantastic,” says 57-year-old W.L
Williams, a laid-off, 40-year Bsc veteran
who now works at a new sheet metal
fabricating plant in South Wales. He
adds, “At my age, it is doubtful I would
have found a job otherwise."
Restrictions. To mitigate the harmful ef-
fects of plant closings, Japan and many
European nations place more restrie-
tions on employer mobility than does the
U.S. Japanese workers are virtually
guaranteed lifetime employment. In
Western Europe, laws require advance
notice of closings, retraining for dis-
placed workers, and hefty severance pay-
ments. In France and West Germany,
companies have to consult with union
and government officials before shutting
down plants.

But even these methods are proving
insufficient for coping with major plant
closings, and this has led to the birth of
industrial regeneration plans. “In the
last several years, there has been a
growing awareness of the responsibility
and duty of the employer to the individu-
al that he renders jobless, and today’s
economic climate has made the responsi-
bility greater,” says John Reed, person-
nel director for Reed International Ltd.,
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a paper and publishing company More-
over, says P. G. Naylor, a consultant who
lines up host companies with entrepre
neurs, social pressures against closings
often cause companies to make costly
delays in announcing layoffs. “If alter

native employment can be attracted to &
community, industries can shed unwant

ed labor months and years ahead of
what would otherwise be possible,” Nay

lor says. This is why British Steel, until
recently, has been able to lay off many

Consultant Naylor: “You can't
just walk away ~ after massive layofts
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reduce aluminum’s w

INDUSTRIAL PRODUCTION

Aluminum radiators catch on

The lighter metal grabs
another car part,
with GM leading the switch

U.S. auto makers are willing to try
almost anything to trim the weight of
cars and boost fuel economy. Saving
even a pound or two is crucial as the
industry strains to meet the federal
mandate for 30% improvement in aver-
age miles-per-gallon ratings by 1983.
That is why Detroit, led by General
Motors Corp., is taking a cue from for-
eign carmakers and resurrecting a 30-
year-old idea: aluminum radiators. By
tossing out heavy copper units in favor
of the lighter metal, oM figures to chop
10 Ib. from its cars virtually overnight.
GM's move has aluminum producers
hopping with glee—and many current
suppliers of copper radiators scrounging
to find ways to cut the weight of their
products. Aluminum suppliers, noting
that their metal now costs about 25%

3 Ib. or less

Many producers
hope that Granges
thin-fin approach
investments in cap!
less per pound than the copper and brass  are not guing to just
used in conventional radiators, eagerly declares Ju-'in'phl E
predict they will capture half the U.S. Fﬂidrr‘. Corp.'s A
car radiator market by 1985. And Thom- nenta Co., & major
as D. Pitzer, assistant developmlml man- fllﬁl.h)r‘l His compa
ager for automotive applications at Kai- ly with Global Hx’-'._.
ser Aluminum & Chemical Sales Inc, representative of Gri
adds that a wholesale shift to aluminum Brazed joints. Man)

for car radiators would create a yearly tor builders are hesita

market for 60 million to 80 million b. of minum because the)
the metal in the U. S. alone. may be up to its old
Thin fins. However, the copper industry one group of supplic
is not about to abandon a market that Thus they are relu

accounts for almost 30% of its passen- costly vacuum-brazin

ger-car business and 22% of total U. 8.  be essential to make

copper sales. Griinges Metallverken, a to Detroit's specifica

Swedish company that is a major sup- structural integrity
plier of copper to the automotive market, that all aluminum.:
has pioneered a technique for making 8 be brazed. This mea

radiator's so-called fins from very thin  bled radiators must |-

copper. The fins are corrugated strips cent surfaces fow

attached to the top and bottom of a radi- equipment for this |
ator’s tubes and serve as the chief heat- expensive as the »
exchange surface between air flowing used to make copper

over the tubes and the fluid inside. makers estimate ths

Gringes believes its thinner fins will much as $250 millior
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ON SOUTHERN RAILWAY, THIS TRACTOR | JADER

“Guess how far it could travel on a truck”

L. Stanley Crane, Chairman, Southern Railway System, Washington, D.C. 20013
The railroad is the most efficient user of

And the Southern Railway is one of the most  for long hauls.
efficient railroads in the country. More and more products will

For instance, on the Southern, this 7,354-1b. Southern, and trucks will h;"us:ga!:dnﬂa‘.
tractor loader travels 61 miles on one galion  tribution at the other end of the line
of fuel. How far could a truck carry iton the  Because, in the coming years, only the
same amount of fuel? Well, the railroad is,  railroad will have the energy-sfficiency
on average, about four times more fuel- for long hauls.
efficient than trucks and 60 times more We have the energy for the |
efficient than planes. So it's easy 1o see that &7 . g
trucks can’t carry freight anywhere near as = J U T H EQ‘N
far as railroads can per gallon of fuel. D D S B Ml A N

What does this mean for the ?
fuel in the transportation industry. Bar none. means that trucks will be used':ammrl:“-'“
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Producing aluminum units for 1980 cars

rn out the 10 million units
eeds annually

um's advocates think that

to hold onto its market

| be in vain. By 1985, they

i 2-1b. or 3-1b. difference

int to earmakers as the

porate average fuel econo-

today's 20 mpg to 275

ars, asserts Michael K

ales manager at GM's

Harrison Radiator Div.,,
“will mandate aluminum
because of weight consid-
erations,”

Turnaround. Aluminum’s
new respectability in radi-
ators represents quite a
turnaround for Detroit.
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 shops encoun-
tered big problems with
the auto makers' earlier
experiments. But in recent
years, as growing numbers
of engine parts have been
converted from iron to aluminum, cool-
ants that are “friendly” to aluminum
have come along. And Harrison Radia-
tor is now offering a blowtorch repair
method for aluminum radiators that is
familiar to repairmen accustomed to
torch-and-solder tools.

The Gum division is building aluminum
radiators for 50,000 full-size GM cars this
year, and it will double that volume next
year. That is a mere fraction of the

Winug ) Loy

Lockport (N. Y.) operation’s capacity —it
supplies radiators for virtually all oM
cars—but the No. 1 auto maker appears
committed to a future of more alumi-
num. In 1983, oM wants Harrison Radia-
tor to turn out 500,000 aluminum radia-
tors. And in Europe Harrison Radiator
is converting enough capacity to build
300,000 vacuum-brazed models by the
end of next year. The accelerated sched-
ule is partly a reaction to the fact that
many foreign earmakers already use alu-
minum radiators in large volumes.
Neither Ford Motor Co. nor Chrysler
Corp. is moving as fast to aluminum
radiators. In Chrysler's case, the holdup
is the company's total reliance on out-
side radiator vendors. Ford, like cm,
builds most of its own units and proba-
bly will switch as the need to reduce
weight becomes more crucial, but for
now the move 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 world the vehicle manufacturer is
in," observes Harrison's Walsh. “If
someone comes in and says, ‘l can do this
job with equal quality and reliability,
but less weight' —that's like motherhood
and apple pie.” -

Ty

ELS 61 MILES ON ONE GALLON OF FUEL.




O R

ENERGY

New Zealand’s plan to turn gas into gasolin:

The plight of the Ancient Mariner may
be appreciated most in New Zealand.
Although the country has energy every-
where, in the form of geothermal wells,
hydropower, natural gas, and coal, it has
not a drop of oil with which to quench its
thirst for gasoline. Oil—all of it im-
ported —accounts for 46% of the coun-
try’s total energy consumption. “We
don't have an energy crisis at all”
laments W. A. Poole, research director
of the New Zealand Employers Federa-
tion. “We have a liquid fuels crisis.”
That in itself does not make New Zea-
land unique. But unlike most countries
heavily dependent on imported oil, New
Zealand is taking steps that will signifi-
cantly reduce its reliance on outside oil.
By converting its natural gas to liquid
fuels or substitutes for them, New Zea-
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phatically adds: “And we will achieve it
through proper utilization of our gas.”
No one disagrees with the idea of
energy i , but there is wide
disagreement over whether converting
natural gas to gasoline will, in fact,
make the best use of New Zealand’s gas.
Instead, some critics say, the gas—near-
ly all of which will come from the Maui
field—would best be exported as lique-
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fied natural gas (1NG). The earnings
from these exports, say the critics, would
more than offset the cost of imported oil
and at the same time permit the devel-
opment of other alternative fuels.
Until recently, the government had
expected to export LNG. It had nearly
approved a proposal made in 1979 by
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Shell Oil (N.Z,) Ltd., a subsidiary of
Royal Dutch/Shell Group, to ship 410
million cu. ft. a day of LNG from the
Maui field. According to Shell, the ex-

try's present oil bill of §1.4 billion a year.
But early last year New Zealand decided
to use the gas to replace imported oil

Lacking
looks to a Mobll
for making liquid fuels

the govern-
ment now says that the LNG plan would
have depleted the Maui field too quickly
at too low a price. Because the world
market for LNG is soft these days, the
country would have had to sell it for less
than a premium price. New Zealand
would also have been at a disadvantage
because it is farther away from the big

15G market in Japan thas - her produe-
ers, such as Indonesia.
The squabbling over h - best to use
Maui's gas has gone on 2’ <t from the
time the field was discc. 4 in 1969,
With a population of only  million and
plenty of nonoil forms of iergy, New
Zealand felt little press
field. As a result, the firs
flow from Maui only last
the quadrupling of oil pri
ing concern about the =
plies, development has ¢

t has decided 1

Maui for import replace:
Leonard C. Baylisa, chief
the Bank of New Zealand
Present plans are to u

the field's projected pro
million cu. ft. & day in )
gasoline via the Mobil pr =
this will be the first com:  roial use of
the process, the governr:  is hedging

% of the

its bets. It will use & furtr - 25
field's output to produc ompressd
natural gas and liquid leum gas,

some of which may be to replace
will be converted into = hanol, and
most of this will either b -xported or

complex

gasohol —or used directly

specially modified cars.

Compatible. [ndeed, unti! scided late
last year to use the Mobi ,rocess, the
government had explored ' possibility

tion problem unless all cars o the coun
tnm}d-i;n-dtomn or are con-
verted for it overnight,” sy -
ick, senior vice-president o! Mobil. “The
advantage of our process is that for s
small additional cost, it can wugtﬂ'
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|, After 57 years, everything has

changed except our service.

“Service. That's really our business. And
service is what got us going. Once, early in
our history, we paid a motorcycle dealership
down the alley a monthly retainer to deliver
our bearings. One day, a good customer
called with a rush bearing order. Without the
customer knowing it, | immediately
dispatched the sidecar motorcycle with the
bearing. | purposely kept the customer on the
phone for a while. And, before we finished
talking. he had the bearing in his hands. He
was really impressed with our service.”

Bearings, Inc.

Corporate Oftice: 3600 Euclid Avenue, Cleveland, Ohio 44115

Dixie Bearings, Inc.

276 Memorial Drive, S.W. Atlanta, Georgla 30303

Bearings, Inc.

3600 Euclid Avenue, Cleveland, Ohio 44115
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% Is how Fort Howard's mmmmwm See how you
pr 1+ cabinat can help away. When the stub roll runs out. can stretch your
the Commander I beging dispensing martenance dol-
the new roll, Automaticaily. iar. Call the Fort
Commander I helps save mainte Dial [312) T-H-E-F-O-R-T A
nance {ime, 100, Whan you lill the St using every inch of pars
Commander1 with our BS0-foot No- you buy
| for a full rolt plus Rivis roll. you have the longest roll ~
the “stubroll, the towe! in the business That means
leftover roll your fewer refills wmmd

maintenance crew  running out Fort Howard Pa pe |'

Srvae ey # oa =

~ Callthe Fort
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‘You can go a long way

- with fleet leader.

. TTIREES p— Citation. EPA est.
e | : - MPG, 38 hiwy. est”

- = 4 Especially impressive when
you consider Citation isa
mid-size car. And comes
with the lowest Manufac-
turer's Suggested Retail
Price of any front-wheel-
drive mid-size car,

Malibu. [19] EPA est.

MPG, 26 hiwy. est.’
And no mid-size 4-door
sedan gives you more room
inside than Chevy Malibu.
Which helps explain why no
mid-size 4-door sedan sold
as well as Chevy Malibu
in'79

Chevrolet. [18] EPA est.
MPG, 26 hwy. est.’

No full-size car beats Chev-
rolet Caprice and Impala’s
EPA gas mileage estimate
And none match their high-
way estimate with standard
powertrain. We might also
add that none match them
in sales, either

Chevy Pickup. EPA
est. MPG, 24 hwy. esL.’
Chevy C10 comes with Mas-
sive Girder Beam suspen-
sion and tough double-wall
construction. And, except
in California, an unbeatable
EPA estimated MPG for a
1/2-ton pickup truck with
standard transmission

Chevy \'an. EPA
est. MPG, 24 hwy. est.’
— —————— o Chevy G10's EPA est. 17
1 T MPG is unbeatable in a
gmessmgssneEsEnansl ' half-ton van with standard
-.‘m..- : . | transmission. And when it
T comes to maximum pay-
A ..-..--- — load, Chevy's most popular
-- * : ! £ van surpasses its nearest
| sales competitor's most
popular van by over 400 Ibs

Chevrolet

* Remember: Compare the “estimated MPG ' fo the "estimated MPG of other vehicles. You may get different mileage depending on how fast you drive, weather conditions
lsage will probably be fess than the estimated highway fuel economy Estimates vary in Calift Chevrolets are equipped with GM-built
CHEVY CARS AND TRUCKS, CHEVY DEALERS, CHEVY PEOPLE: THE PROVEN PERFORMERS.

and tnp length Actusal highway mi
gines produced by vanous dinsions. See your dealer for detaus
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Today, America must increase produiction

from its domestic oil and gas reserves.

To reach new deposits, we built a p
taller than the Empire State Buildir
and placed it in the Gulf of Mexico.

One of America’s few remaining undeveloj
territories for oil and gas reserves is in the Guif of
Mexico where the water is more than 1,000 feet
deep. Recovery wasn't practical until we built an
installed “Cognac,” the world's tallest offshore dr:
and production platform.

Towering 1,265 feet above the sea floor an
weighing 118 million pounds, the Cognac platfor
was the first ever built and installed in three secti
Each had to be towed to the site, lowered Into pl.
and mated.

Drilling has already begun. At full products:
Cognac’s 62 wells will produce 50,000 barrels of
and 150 million cubic feet of gas every day

Onshore and offshore, McDermott and its «
panies are meeting today's energy needs with ol
gas production facilities, fossil and nuclear enerq),
systems, specialty steel tubing, refractories, and ir
dustrial automation. To find out more, and for a cc
of our Annual Report, write Vice President, Public
Affairs, J. Ray McDermott & Co., Inc., 1010 Comm:
Street, New Orleans, LA 70112,

?6 a~. No matter how the world
“| solves its energy problems,
\one./* McDermott is involved.

form
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POLAND

A desperate quest for Western money

For the first time since the Russians
invaded Afghanistan in December, U. S.
banks are leading foreign banks in a
major loan to an East bloc nation—
Poland. At a July 3 meeting in London,
the moneymen were to act on a Polish
request for $500 million. Bat a sharp
split among the bankers on political
issues surrounding the controversial
loan may delay the credit package until
the fall. By that time, however, a major
credit crunch will be shaping up, as Bra-

zil, South Korea, and most other devel-
oping countries that import oil run out
of their fast-depleting reserves. A num-
ber of them will then rush back to the
international banks for cash—making
the handing over of $500 million to
Poland even more painful.

Poland is in desperate need of the new
credits to meet interest and amortization
payments on its enormous foreign
debts—totaling nearly $20 billion—at a
time when its economy is suffering from
slow growth, a bad harvest, and official
mismanagement. With oil prices going
up and export markets sure to shrink as
Europe enters a recession in the months
ahead, Poland will be forced to default
on this debt to Western banks if it does
not get the new cash before next winter.
And that could bring the entire debt
pyramid of all oil-importing countries
crashing down.

The bankers are attempting to get
Poland to impose harsh economic re-
straints in exchange for this badly
needed balance-of-payments financing.

54 BUSINESS WEEK: July 14, 1980

Behind the split among them is the wor-
ry that this effort may be undermined
by cheap loans from France and ot!_nrr
European governments that want to in-
crease their exports to the Poles. The
more conservative lenders argue lhult
unless there is a unified bargaining posi-
tion among governments regarding
trade and credit to Poland, it is senseless
for private banks to proceed.

The French, in particular, worry the
bankers. A few months ago, France sod-

denly put government pressure on its
banks to give new loans to Poland with-
out consulting anyone—in effect, resche-
duling some of the old debt. Now bank-
ers worry that France, Britain, and Ger-
many may offer additional soft loans or
further debt reschedulings in the months
ahead. (Britain is a large creditor o
Poland through its own export-import
bank; Germany is Poland's largest trad-
ing partner.) During the visit of the
angh Foreign Trade Minister w Po-
Lmd in May, a communique was issued
saying the_ﬁmcing of exports of cop-
mr'upu:vt:lmdmd semi-manufactyred
15 7 “prot i
privileged larm.a"b} e .
Quiet diversion. Poland's ace-in-the-hole
of course, is coal. Right now the Pola'
are negotiating separately a $500 million
loan from the Germans, and specific
guarantees of coal deliveries gre a big
part of the deal. Also, coal accounts for
60% of Poland's exports to France. In
fact, a recent report on the Polish emm.‘
my by a committee of the Prench Na-

tional Assembly de rately dewm.
[ﬂl}’l‘d Poland's curres iebt m |
by saying “Even if cert: o internatieg
experts are warning o7 Country
against the heavy ind iness of Py
land and insist on ) act that the
country is spending ha'' s foreign o
change receipts on deb vioe, It hasy ‘
be remembered that Is energy »
sources constitute a gu. ton. "

That coal guarantes v be all tha
saves Poland. In May oW Gulety
allowed the Poles o d coal expory
from Russia to the We 1o raise hanl
currency to pay off ma W loans, Py
land is not & member of [ nternatie-

al uw Fund or the W orld Blﬂ
and could not fall back hese instite
tions in an emergency. A Loy questionid
whether Moscow would beil Poland et

So far the Soviet Unjon has not pw\"hi'
any significant credita to Poland, #

Warsaw may be getting s
funds from Comecon banks s
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BRITAIN
Shell’s gas find could

keep profits zooming

“We will overtake Exxon [in o9
claims Malcolm W. H. Peebles, dire®
of planning and finance for Shell 104
national Gas Ltd., » subsidiary of ™
Royal Dutch/Shell Group. Now
world's second largest mnwﬂlm"ﬁn.
mfﬂ‘\ﬂmng company, the mp ’
participating in & rash of projects ¥

xome No. 1. Peebles hopes that SH¥
will do w0 by 1984 or 1985, and & rec®
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gas discovery in the North Sea, appar-

entlv ~outaining up to 42 trillion cu. ft.,
could bolster its chances.

Shell's 1979 profits of $6.8 billion are
the hichest among the world’s nongov-
ernme wl companies, and its interna-
tional a4 trading operations, which con-
tribute ! one-third of those earnings,
seem Iy to grow dramatically,
Supplies of crude. Shell has also been
workin, to shore up its crude-oil posi-
tion. Troditionally the most erude-short
of the 110jors, Shell diversified its explo-
ration © fort and began buying crude on
long-t+: 1 contract and on the spot mar-
ket moro than a decade ago.

Todsy all the major oil companies are

crude-slwort., Even the Arabian-Ameri-
can (11 Co. partners (Exxon, Texaco,
Standusd Odl of California, and Mobil),
which the great bulk of Saudi Ara-
bis's § © million bbl. of daily production,
are not sure of getting all their needs.
All are foreed to follow Shell's long-
estubli ed strategy of buying additional
erude  the open market and of invest-
ing to rade their refineries and make
ez 1 b el more profitable.

ru i long as the Saudis hold their
piies - low those set by other members
of thy ganization of Petroleum Ex-

po- tir wmintries, the Arameo partners
il an edge on Shell. But Shell's
esrly tment in thermal and catalyt-
i¢ rac . g plants, which reprocess most

of the vy residual fuel oil left by ordi-
nary refning into light products such as
gasoline, can recoup as much as $2 per

bil,, say industry sources,

As « result, Shell's sales of low-profit
heavy fuel oil as a share of its total sales
of refined products have dropped from
dZB% i 1970 to 23% in 1979. At the
same time, its more profitable gasoline
sales increased from 27.2% to 33%.
Less vuinerable. Indeed, Shell has over-
comé its disadvantages so well that such
analysts as John Shaughnessy of Oppen-
heimer & Co. see it as among “the best-
managed of all the oil companies.” Over
the years, says Shaughnessy, “they have
replaced low-profit oil with high-profit
oil and gas” Industry observers note,
moreover, that Shell's underlying earn-
ings growth is coming mainly from pro-
duction rather than refining and mar-
keting, and that Shell's diversity of sup-
ply—it gets no more than 10% of its
crude from any single country —makes it
less vulnerable than many competitors.

uarters of Shell's oil reserves of
7.2 billion bbl. are located outside OPEC,
and production from areas such as the

North Sea is expected to increase.

Even if oil prices were to remain
unchanged, John V. Thompson, an ana-
lyst with London stockbrokers Fielding,
Newson-Smith & Co., expects Shell's oil
production profits to more than double
by 1984. He predicts the same perform-
ance from Shell’s booming gas business
as international gas prices edge toward
parity with oil. =

Debenhams retreats
from diversification

To reverse a four-year slide in its profit-
ability, Debenhams—the $1.3 billion-a-
year British department store chain—is
renting out large quantities of its floor
space to specialized concessionaires
while holding a “clearance sale” of some
specialized businesses of its own. The
chain’s retreat from diversification rep-
resents a 180° reversal of the strategy it
adopted eight years ago after resisting a
takeover bid. At the annual sharehold-
ers' meeting on July 17, Robert C.
Thornton, Debenhams’ chief executive,
will announce earnings of only $35.9 mil-
lion for fiscal 1979. The past policy—
diversifying into retailing ventures
{from supermarkets to high fashion)—
has brought the company’s profit mar-
gin down to 2.7% from 74% in 1975. It
has also pushed Debenhams' stock so
low that some analysts believe it may
once again become a takeover target,

Meanwhile, Debenhams is reshaping
its policies to take advantage of ideas
that are paying off. The "“shops in
shops” —spaces that the chain rents to
such concessionaires as Mary Quant cos-
meties and Windsmoor ladies’ fash-
ions—occupy less than 20% of the sell-
ing space in its 74 stores but contribute
more than 25% of its profits, By the
mid-1980s, Debenhams officials say,
these boutiques could occupy as much as
50% of the space in the company’s
stores. Among the possible new tenants:
doctors, pharmacists, solicitors, and
building societies (the equivalent of U. S,
savings and loan associations). Says
Kenneth G. Bishop, Debenhams’ manag-
ing director of finance: “We want to cre-
ate a space where a family can shop,
save, eat, and spend all day.”

The company is also cutting its losses
through the sale of peripheral business-
es. In the past eight months, Debenhams

Thornton: Hoping in-store boutiques
will raise Debenhams' profitability.

has sold $44 million worth of these
smaller businesses, including Caters su-
permarkets, Greens camera and hi-fi
stores, English Lady and Cresta fashion
shops, and the franchise operations of
Hardy Amies, dressmaker to the Queen.
Still on the block are 6 of 13 former New
Dimension furniture stores that closed
in January.

Falling margins. The sale of assets is a
result of & major management session
that produced the new corporate strate-
gy last fall. Debenhams’ original diversi-
fication into specialized retailing was
prompted by an unfriendly takeover bid
(worth $268 million, or $6.80 per share)
from UDS8 Group Ltd., a rival retailer.
“The idea then was for companies to get
big,” says Bishop, “and we sought to
acquire the expertise for specialist items
by buying other companies.”

In the process, however, 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 fall, and when the stock rose to
$2.41 at yearend, this was mainly on the
strength of rumors of another takeover
bid. The price has since fallen to about
$1.68; but the rumor mills are grinding,
with analysts noting that Debenhams’
assets alone are worth $4.56 a share.
Late last year Thornton told financial
analysts that he would give any bids con-
sideration, but he added that Deben-
hams is likely to battle to remain inde-
pendent.

Another move Debenhams is making
to improve profitability is the setting up
of a separate finance company, Welbeck
Finance Ltd., to handle its credit card
sales. The new company will remove the
cost of financing such sales from Deben-
hams' income statement, reducing the
store chain’s interest expense. L]
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Tanaka still reigns
as . apan’s kingmaker

Forme: Prime Minister Kakuei Tanaka, although
elected » parliament as an independent and still
under wtment for his alleged bribe-taking in the *
Lockhe.  affair, is nonetheless the kingmaker when it Former Prime Minister Tanaka: Playing
cotes naming the Japanese Liberal Democratic a key role in choosing Ohira's successor.
Party w Prime Minister. Heartened by recent elec-
toral 5o osses and again wielding a comfortable majority in
both b, the LDP, Japan's conservative party, is to choose
ita new uder before a special Diet session that begins on July
17. The aneuvering will be muted until after the state funer-
al on Juiy 9 of former Prime Minister Masayoshi Ohira.
Caneo's influence is generally said to stem only from his
ahility ralse huge sums of money for political causes. But
he i an astute strategist. He outmaneuvered former
Prime nister Takeo Fukuda by using so-called party
refort gain control of the LoP. And it was Tanaka's strat-
egy tw ars ago that put Ohira into office. Furthermore,
80178 vo observers believe that Tanaka's “shock-troop
corm r,” Home Minister Masaharu Gotoda, played an
i or role in tricking the unsuspecting opposition into
the ne fidence vote that forced new elections and resulted
in . s ng LDP victory.
MNe tie o, The LDP seems to have halted —at least temporar-

-

il adual erosion of its majority and Japan's inevitable

Wh
(ormer o s anxiety over raw materials supply, similar to the
insecur't: that helped cause two world wars, was in the back-
ground ». the meeting on June 30-July 1 between West Ger-
man Chaneellor Helmut Schmidt and Soviet President Leonid
I. Brezhnev, Sensitive to bitter criticism in some U. S, quar-
ters over the timing of his visit to Moscow, Schmidt is
espected 1o let any commercial agreements drift for the
moment. to be signed later at the ambassadorial rather than
summit level. But Germany has almost no mineral resources,
and Bonn's concern about the dependence of its industrial
machine on foreign suppliers is growing. Among these, South
Africa has become a principal provider, and the risk that it
may be subjected to international sanctions makes it an
uncertain source.

By turning to Moscow for energy (BW—July 7) and for
minerals through resource development agreements, Germa-
ny is attempting to diversify its sources. But in spre:_ndmg the
risk, Schmidt runs another: He could find Moscow imposing
constraints on German foreign policy by manipulating sup-
plies. Bonn got a taste of that last winter when the Soviets,
angered by Germany’s leadership in NATO's December deci-
sion to deploy new intermediate-range missiles, cut off Ger-
many’s supplies of titanium sponge. ]
Dependence. The Germans, moreover, for years have private-
ly expressed dissatisfaction with Soviet project and contract
performance. But their dependence on foreign sources of min-
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progress toward coalition

governments. And Tanaka
§ can claim some of the cred-

it for this.
It is assumed that Tana-
ka wants Yasuhiro Naka-
sone (BW—Dec. 31) as Prime Minister because he stuck by
Ohira—and Tanaka—in the recent infighting. Nakasone, a
62-year-old former Cabinet member, is considered next in
line, But there is opposition outside the LDP to his strong
support of rearmament, and he is considered, even in the
volatile world of Japanese politics, to be a political butterfly.
Few U. 8. officials know him well, and most think he is anti-
American because of his flagrant Japanese nationalism.

One good reason for President Carter’s going to Japan for
the Ohira funeral ceremonies is to talk to Nakasone, whose
strongest opposition is Toshio Komoto, a 69-year-old busi-
nessman turned politician who might get the support of the
“Zaikai"—Japan’s powerful business leadership. A compro-
mise candidate could be Kiichi Miyazawa, an English-speak-
ing reputed liberal who is close to many Americans. And it
could just be that the difficult decision of choosing Ohira’s
successor will be postponed —with an interim choice—until
the regular LDP congress in December. "

Schmidt wants a minerals deal with the Soviets

erals has become increasingly eritical. That is why the Feder-
al Republic is extending credits in the range of $100 million
annually for mineral projects 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, zirconium, asbes-
tos, magnesite, and phosphate. It is 99.8% import-dependent
in copper, 98% in iron, 87% in lead, and 68% in zinc.

Reflecting Bonn's unease, NATO has now called for a review
of the European Community’s dependence on minerals from
southern Africa. Meanwhile, Germany has been stockpiling
such critical ores as chromite, cobalt, and manganese. A shift
to the Soviet Union as a principal supplier would reflect
Bonn's uncertainty about developments in southern Africa
and U. 8. policy toward Pretoria.

Perhaps Schmidt is bargaining for Soviet “neutrality” in
southern Africa. As long ago as 1977, Wolfgang Ulbrich, the
foremost German specialist on minerals resource geopolitics,
warned: “Europe cannot afford to allow third parties to upset
the process of peaceful change which is about to start [in
southern Africal.” If that was on the Chancellor's agenda, his
Moscow talks indeed represented a new era of German
resource diplomacy.

—Daniel I. Fine
Resources analyst
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The hot new competition in science magaz.nes

Time Inc.’s Discover joins
the rush to exploit a
growing Interest in science

In 1977, when a Time cover on anthro-
pologist Richard Leakey outsold flashier
covers on rock star Linda Ronstadt and
actress Diane Keaton, Time Inc. execu-
tives were not surprised. It merely con-
firmed something they had suspected for
several years: The American public is
fascinated with science. Time officials
set to work to capture that market, and
this fall will begin publishing Discover,
a science magazine designed for the gen-
eral public.

Unlike Time Inec.'s other magazines,

including Time, Sports Illustrated, Peo-
ple, and Money, which were the first of
their kind, Discover will be entering a
field that is getting more crowded each
day. Other publishers, including Hearst
Corp., Bob Guecione, and the American
Association for the Advancement of
Science (AAAS), are pushing their own
scientific publications aimed at the gen-
eral reader. While no one questions the
public’s interest in science, many wonder
whether that interest is strong enough
or widespread enough to support so
many new magazines. “There is certain
to be some fallout,” concedes one ana-
lyst.
Largest investment. Time officials, how-
ever, are betting heavily that Discover
will not be among the casualties. While
the company will not disclose how much
it is spending on Discover, Publisher
Reginald K. Brack Jr. admits it is the
largest investment Time has ever made
in a magazine. A large amount is being
spent on television and print advertise-
ments. “By next year, Discover will be a
household word,” predicts Brack.

For Dhscover's first issue this Octo-
ber, Time is guaranteeing its advertisers
a circulation of 400,000. Brack disputes
the conventional wisdom that it is risky
to launch a new magazine in a recession.
He points out that most of Time Inc.’s
publications, including its business mag-
azine, Fortune, were started during eco-
nomic hard times.

In many areas, Discover will borrow
extensively from Time. Discover’s man-
aging editor is Leon M. Jaroff, who, as a
senior editor in charge of Time's science
sections, edited many of the cover sto-
ries—including the one on anthropolo-
gist Leakev—that sold well and won
national journalism awards. According
to Brack, Jaroff will bring with him the
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news magazine's tech-
nique of discussing dif-
ficult topics in terms
that the average reader
understands. While Ja-
roff’s editorial staff
currently numbers only
21, it will have access to
Time's far-flung inter-
national bureaus.
Discover's major
competition will un-
doubtedly come from
Secience 80, published
by the prestigious AAAS,
which also publishes
the 100-year-old
Science magazine. At
present, Science 80 is a
bimonthly, but because
the magazine caught on
s0 quickly—its eircula-
tion soared to 400,000
after only four issues—
it is expected to go
monthly with its No-
vember issue. The AAAs
also is negotiating with
Time’s traditional com-
petitor, Newsweek, to
distribute an interna-
tional edition of Science
80,
The sclence giant. AAAS

officials believe their LN

Emw“wam:wmm . e
biggest invesiment Time Inc has ever made

product can withstand
any challenge from
Time Inc. “In publish-
ing terms we are invisible, but in sclence
terms we are a giant,” says Allen L
Hammond, Seience 80's chief editor. Be-
cause of its ties to the Aaas, Hammond
notes, Science 80 has “the inside pipe-
line” to the scientific community.

While the aaas will not be spending
large sums to promote Science 80, the
organization appears intent on protect-
ing its investment in both its magazines
Last fall, the Aaas filed suit against
Hearst Corp. charging that a redesigned
edmg:m of that company’s Science | hgest
had infringed on a registered trademark
of the AAAs, the cover logo of Science
magazine. Hearst, in its efforts to revi.
talize the nearly 50-year-old Science [
gest, made it a full-sized magazine (it
had previously been about the sise of rv
Guide), and changed the cover logo to
make the word “Science” larger and
more prominent than the word “Digest.”
In April, the U. S. District Court for the
District of Columbia ruled that Hearst
must alter the logo in futyre editions,

But the outcome of the lawsuit has not

| arne
diminished Hearst's hop» r Sciewd
Digest. According to Pub!  wer Charle
Mandell, the company has | -inted thre
lest issues that sold a iverage
180,000 coples of the 250 00 plwl_“
newsstands. He says it has had no d
culty attracting advertisers. partly b
cause of the Hearst reputation. "W

think this magazine will end up with
largest circulation because it is broadet
in its information base,” he claims
Facta. One of Seience Digest's stre
points, Mandell believes, is that it wil
contain no science fiction. “Scienoe In
gest deals in schence fact, not fiction,” ¥
s2y8. Thacover's editors are toying
the idea of including one or two scien®
fiction pieces per issue

One publisher who is making no &
cuses for including science fiction in
magazine, Ommi, is Bob Guerione, &
publisher of Penthouse. In fact, the li¥
between science fact and fiction in Om®
5 &l tmes 80 blurred that the re
may have difficulty determining whe®
one ends and the other begins. Yet doF

MEDIA & ADVERTISNG

=




PR

If your sales force can’t cover the map,

maybe you need a new map.

sometimes the biggest
obs acle between a salesman
ar sale 1s 400 miles of

fl: ne.
Vhile 400 miles 1s 400
m n anybody’s map, one look at
0! p can show you how to turn a day of
driv iz into a day of selling.

th a Beechcraft business airplane.
you've put business airplanes into
the ¢ but not necessary” category, Beech
has o ile of down to earth facts and figures
that - uld change your mind in a hurry.
pells out how, in fact, you can effec-
tive 1adruple your sales force by shrinking
e] urs travel time into two. And turning
0l s call into four.
vels with you on costs. And shows
you can pay less a month for a
ft than you would for a company car
andful of airline tickets.
interesting reading. Especially if your

\p has more map than it has sales.

! Iy |

: : ) 2
ft Bonanza A36. A 6seal b
¢ airplane that gels you I T
gotng fast. Up to 206 mph el

f comlort

{ Our map may look the

; same as yours, but it can take
you places you've never

been before.

r — — — — — — — — —
I Send for your free Management Guide
i to Business Aviation in the ‘80 and put
|
|
|
|
|
|

your company on the right map.

Write us on your company letterhead,
and we'll send you everything you need
to decide whether your company can
yrofitably use a Beechcraft. And which
heechcr;lﬂ suits you best. Write to:

Beech Aircraft Corporation, Dept.C3,
Wichita, Kansas 69201. and please
mention if you're a pilot. If
you'd rather call, call collect
and ask for Dick Schowalter, Jr.
(316) 681-7072.

l D Member of General Aviation Manufacturers Association

|
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| i tng its two-year existence i}””"‘. ftt-
muls has proved so sucoessful that

1 experts believe it may have sparked (b

1] current proliferation of «ience myg |
zines

Firmly planted. Accor ) Gueclme

Omnai's circulation no vers at abogt

00, (K0, with approxin \ E‘U‘!M

of that coming from m ind saley 9

For Discover, an | llal
circulation of 400, 00,
Any science fictic ?

don't see any existing « tential com.
petitor as being a real | i o Ome*
he says. “It's In & caly of its own*
Any competition for may ooms
from Guerione himself i RN
wiEK that he plans off two nes
magazines (rom Cmn
Discover's Jaroff, M er, I8 mene
cautious than Guocions it the com
petition. He believes b be compe
ting with most of the o <lenoe mag
arines. He also cites ompetiton,
Next, a futuristic mags ibliahed by
Litton Industries Inc., / a one-lope
bimonthly being tested Newnoeet,
which would sometin feal witk
science subjects, and, bs of Discoy
er's emphasis on scier wa, Scieeo
Times, the special T section o
Tl‘:l \‘I W }'!"i T{ ™mas2
Possibly the only magany
that may be truly ins from s
new competition is S A mericen,
which has never been jed for te
casual reader. “We are Tering pat
Eive entertainment, Publishe
Gerard Plel. “We cow spectira, |
but we don't shrink ¢ fields thal 1
are inherently difficult ¢l says the
the magazine's presest ulation o §
more than 700,000 i U5 =
abroad is made up me i researth |
soentists and enYIneers o make e |
future happen.” l
The chalienge. Hut el ly sanguist
One phone call. Reach any local Dunhill office and that the new magazines succeed I
you tap the resources of over 250 Dunbhills. With hundreds oh v whare Scient{/ ericen 25
of industry and occupational specialists in our National falled: explaining to the gpeneral pu'™
Exchange network of candidate-employer match e valoe of sclence and scientific ¥
2~ p ching soarch. “This is essential 1o science 10}
This system, unique to the Dunhill organization, finds democracy,” says Piel “1f people &
the hard-to-find people for accounting, administrative. EDP Roing to foot the bill, they have to koo
engineering, sales, technical and specialized management ‘ what they're buying "
skills in all the demand industries. L N Richard C. Atkinson, director of :
Dunhill professionals recruit high caliber people in ;h:wm'j Sciencs Peundntion, "hrr“
the $15-50,000 range. Locally and nationwide ' o dlnes v i % - Y
: : wide, cult to attract funding, the timing *
- these new magarines i perfect '"?“T
Agree that because the public wanis
Dunhill S o s
. W
The National Personnel System., tese. "oy Sfarest ";"f,ff:,s
See your telephone directary for the nearest Dunhill office SCMENCe |y u"m";‘:: i;I‘ﬂ - says
k'_“iﬁ('i Noble, first viee-president
Paine Webber Mitchell Hutchins 1%

“This is not s passing (ad "
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DISAPPOINTING NEWS FOR AMERICAS 520000 MILLIONAIRES
ONLY 1500 BERTONE COUPES WILL BE OFFERED THIS YEAR

In an age when anyone with nioney can purchage a Mercedes, BMW or Cadillac Seville; it takes a
good deal more to own a B3ertone ( i npe
It takes luck

The Bertone Coupe is a limited production lixury class toaring ¢ar that combines Yolvo engineesing
with the classic Italian craftsmanship of one of Earope’s most (lihlillﬁ"ll‘hh\'d codch builders: Bertone of Turin
[o fully appreciate the results ¢ f this collaboration—the handcerafted details, the supple leather _
upholstery, the rich wood veneers, the superb enginéenpg—you have to see and drive this car for vourself.
Due tothe extrémely lignited suppl

v of thése extrordinary antomobiles, we urge you to use extreme
haste in visiting a Volvo dealer

Ifvou should have money enough ant luck enough to purchase a Bertone Coupe, vou'll not only have
the satisfaction of owning a car that shows you've drrived:

You won't séeyourself coming ahd going. VOLVO

. e e
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record commitment

to exploration.

We've budgeted a record $85
million in 1880 to find and

tap new reserves of natural gas
and oil. We're drilling, by
ourselves and with other
energy explorers, over 100
new wells on a million acres of
leases in the southwestern and
Rocky Mountain states and
offshore in the Gulf of Mexico




wring up

al boom.

Vestern coal gains

1S an energy source,
up position last year,
arket nearly a

f coal next year

1es in Colorado,

al Company has 340
under lease

We've gone to sea.
Northern Arrow and Northern
Eagle |, our two new ocean-going
L.PG. tankers, completed gas
trials in Norway and are now
operating in world-wide trading.
Each has a 20-million-gallon
capacity. Domestically, we're
extending our capacity to produce
propane, ethane and other

liquid fuels as demand for them
rises under pressure of escalating
prices of imported oil.

Conversion to

natural gas accelerates,
and we're ready.

Northemn Natural Gas Company,
through its utility customers,

is ready to meet the demands of
business and homeowner con-
version to natural gas for heating
and other purposes. In the
mid-80s we look forward to draw-
ing on the 32 trillion cubic

feet of natural gas we have under
contract on the North Slope

of Alaska.

For lurther information call. Roy A. Meierhenry, Vice Prasident ¢

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 plant to meet that
need. It will produce from 15
million to 20 million pounds
a year of biaxially oriented
polypropylene film — a stiff,
sturdy, clear film to replace
cellophane in some areas of
the packaging industry.

InterNorth is positioned
across a wide spectrum of
the energy front. Our strong
base in natural gas provides
stability, a dependable
financial foundation for
other profitable ventures in
some of the most promising
areas of the energy field.
That's the right mix at the
right time.

Northern Natural Gas Company = Peoples Natural Gas

Northern Liquid Fuels Company = Northern Petrochemical Company

Nortex Gas & Oil Company = Northern Coal Company

Home Office: Omaha, Nebraska

and Treasurer, 402-348-4937




W ——

TRANSPORTATION

BACK TO RAILROADING
FOR A NEW ERA

In an industry not known for aggressive
or farsighted management, Union Pacif-
ic Corp.—owner of the Union Pacific
RR—stands as an exception to the rule. A
little more than a decade ago, the com-
pany decided there was little prospect
for growth in the sluggish, highly regu-
lated railroad industry and undertook an
ambitious diversification program. It ac-
quired oil exploration and mining busi-
nesses not only for access to profitable
growth markets but also as a vehicle for
exploiting the vast untapped natural re-
sources on land owned by its railroad.
Other railroads have copied UP's success-
ful diversification formula, but none of
them has come close to matching its
SUCCEsS.

Benjamin F. Biaggini, chairman and
chief executive officer of the connect-
ing—and competing—Southern Pacific
Transportation Co., says Union Pacific
“is probably the strongest company in
the railroad business today.” What is
now alarming Biaggini and his fellow
railroad executives is that the Union
Pacific RR seems on its way to becoming
stronger still —for the parent company is
again making a dramatic strategic turn.
Just as it positioned itself in energy in
the late 1960s, UP today is turning its
attention back to railroading. Deregula-
tion of the rail industry and soaring fuel
costs are the compelling factors that, in
UP's view, point toward tremendous
profit and growth opportunities for rail-
roads in the 1980s. Acting on that con-
viction, the company is pursuing a plan
to merge the Union Pacific with the Mis-
souri Pacific and the Western Pacific
railroads.

This merger activity has triggered a
series of defensive, shotgun-like mar-
riages between other railroads trying to
prevent UP from winning total domi-
nance in rail transportation. It is gener-
ally acknowledged that if UP succeeds in
its plan, it will mean a new era for the
railroad industry. If uP fails, the indus-
try will probably be nationalized. Either
way, the railroad industry will never be
the same.

The 9,500-mi. Union Pacific RR ex-
tends from Kansas City, Mo., and Oma-
ha to Ogden, Utah. There, two long arms
reach out, one to Portland, Ore., and
Seattle, the other to Los Angeles and
Long Beach, Calif. If the Interstate
Commerce Commission approves, the
Union Pacific will join with the 11,500
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mi. Missouri Pacific, a railroad that
blankets the southern Midwest. As part
of the deal, up will also acquire MP's
wholly owned Mississippi River Trans-
mission Corp., & 1,600-mi. natural gas
pipeline system and exploration compa-
ny. And in another transaction, up will
acquire the 1,700-mi. Western Pacific,
gaining access for the first time into
Northern California.

Thus, after an 11-year diversification
program that saw Union Pacific's net
income from its railroad grow in dollars

but decline in percentag
to only 39% last year
now determined to help
pand very rapidly. That
the company has ever
the railroad, of course
shorted the railroad for
James H. Evans, UF's chs
“They have all the capita
don't like to tell them th
we do have good manag
road, and they do know
doing. It doesn't make

e

r.-.._n
into energy, Union Pacific
sees growth and profit agal
in its original business
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what the program ig: If they want it, we
look at the projections and say yes.”
What makes Union Pacific such a
mover and shaker? The superficial an-
gwer is that, in 1862, Congress passed
and President Abraham Lincoln signed
a land grant bill giving UP immense
stretches of land containing extremely

valuable atural resources. A more pro-
found an! accurate answer, however,
comes fro 1 the way the railroad and the
nature) rosources have been managed.
up prac: o8 something virtually un-
heard-of 'n the railroad industry up
until & w years ago. sophisticated,
long-r strategic planning.

The <« pany's basie corporate strate-
gv has t.  tenets. First, it aims to main-
tain the railroad in the best possible
physical ndition. Second, it aggressive-
ly deve! ¢ natural resources to the
point wh e they constitute at least 50%
of total ncome. In 1979 management

clearly overshot its target. Of total reve-
nues of more than $4 billion—up from
$2.9 billion the year before—more than
$2.2 billion came from nontransporta-
tion entities, mostly oil and gas. Of the
company’s net income of $382.5 million,
61% came from nontransportation com-
panies and 39% from the railroad.

Thus, the acquisition of the Missouri
Pacific would do no damage to the corpo-
rate objective of a 50-50 split. Had vp
and MP been one company last year, the
combined total revenues would have
been more than $6 billion, and the com-
bined net would have been nearly $526
million, “almost equally split between
transportation and nontransportation
activities,” according to William F. Sur-
ette, senior vice-president for finance at
Up.

“The merger is not likely to be accom-
plished before 1982 and possibly not
until early 1983," says Chairman Evans.

“By that time, we believe the ratio will
again tilt toward our energy and natural

Evans is probably understating the
case., UP's fastest-growing operating
company is Champlin Petroleum Co.,
which it bought in 1970 for $240 million.
Champlin is a fully integrated oil compa-
ny engaged in the exploration, produc-
tion, manufacturing, transportation, and
marketing of petroleum products. Earli-
er this year the subsidiary made up stock
a Wall Street favorite with news of suec-
cessful 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-
zona that is thought to contain the best
possibilities for significant oil and gas
discoveries in the continental U. S.—and
it passes right through the land Con-
gress and President Lincoln gave to vp.

Coal, uranium, and trona

Champlin's drilling results indicate
that there may be a pool of natural gas
in the Overthrust Belt that could run for
as much as 13 mi., representing a re-
serve of several trillion cubic feet. Not
far away from those earlier wells, a
Champlin partner has now completed a
wildeat well that has three productive
pay zones with a combined flow rate of
more than 40 million cu. ft. per day. up
has participated in 105 of the 142 wells
that have been completed on land it
owns above the Overthrust Belt and in
15 out of the 17 discoveries. “Our partic-
ipation in these sections of the Over-
thrust Belt averages 18%,” declares up
Vice-President Surette. “We are spend-
ing money to develop the Overthrust
Belt just as fast as we can possibly do so
in a practical manner.”

Champlin has three refineries: in Cor-
pus Christi, Tex.; Enid, Okla.; and Wil-
mington, Calif. The last site is where the
company made its first and biggest oil
strike—a fact vp officials like to point
out to those who say Union Pacific
Corp.'s prosperity is largely due to the
land grants; Wilmington is at least 1,000
mi. away from the nearest grant. By the
end of this year, Champlin will have
invested $500 million upgrading its refi-
neries since 1975,

The second-largest nonrailroad oper-
ating company in the UP structure,
Rocky Mountain Energy Co., conducts
extensive mining operations. Its total
coal reserves, estimated at 10 billion
tons, are the fourth-largest in the U. 8,
and at today’s prices and with currently
available technology, some 2 billion tons

Coal power: If Its is approved,
Union Pacific will be to haul
the coal it owns to most major ports.
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of this total can be mined economically.
Production from RME's 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 Missouri
Pacific and the Western Pacific, more of
Rocky Mountain's output will go vp all
the way—and that should go far to
enrich the railroad's coffers.

Rocky Mountain is also & sigmificant
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
is the mineral from which natural soda
ash is processed, and soda ash is vital in
the manufacture of glass, pharmaceuti-
cals, and biodegradable detergents,
among a host of other products.

The remaining UP operating company
is Upland Industries Corp., & land devel-
opment and land management subsidi-
ary. Upland develops and sells or leases
industrial and commercial sites through-
out the West, and one of its main goals is
to attract industry to Union Pacific &R
lines. The 1.2 million acres of land and
the 7 million acres of mineral rights that
uP has left from the land grants are in
Upland's possession for administrative

rposes.

These three operating companies plus
the railroad constitute Union Pacific to-
day. It is a long way from the mid-1960s,
when the railroad's three top officers at
the time—Chairman E. Roland Harri-
man, Executive Committee Chairman
Robert A. Lovett, and Vice-President
Frank E. Barnett—decided that the

The Union Pacific’s
expanding domain
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Mining in Wyoming: One UP subsidiary has about 10 billion

company, then BO% dominated by the
railroad, was improperly structured and
aimed. “What they saw,” says William
S. Cook, UP's current president, “was a
railroad that had opportunities in &
growing part of the country but that
was—at that point in time—a mature
business. Although it was prosperous, its
growth prospects were of the single-digit
variety.” So the three officials devised
the energy, natural resource, and land
development strategy that eventually led
to today’s UP with more than $5 billion
in assets.

At first, a divisional structure was

Union Pacilic 'm.

Missouri Pacific %—
Weslern Pacific | ,»5

tons of coal re

created to manage the ny's enti-
ties, but this was found U practica:
ble, and a holding compa o formed
in 1969. The holding cor ad sever-
al advantages. It got Ui om under
the heavy hand of 10C rey n. It per-
mitted UP to borrow neoding 3
railroad purpose. Most unt, it at-
tracted creative, ageres {-moving
managers who had be wctant o
work for a railroad
An eye on the reguls s
Today, the operating jos are 8
independent as any witl ynglomer:

.

ate. Champlin's bead s are I

Fort Worth, Rocky M ‘s are &
Denver, Upland Industris i the rak
road’s are in Omaha, » ¢ holding
company is based in New The New

York people see their r s making

sure that all of the opera compan
have good strategic pla s well &
“ambitious but realisti {-term obr
jectives,” says President “Then #
get out of their way and b e get 1
job done, being sure to monitor the
results carefully to ensure ' hat they &
on track”

Like many of the curmn p officer
Charles L. Eaton, wioe] ~ostdent for
strategic planning in New York, 18 8 wh
eran of General Electric Co., and he-

and the others —simply carried GE ma?
agement techniques over lo UF. UD€
_‘h“ planning techniques Eaton insists o
is an annual examination of the eavir®
ment in which each of the .)prrl“f‘
companies must live

Eaton also wants to know what b
competition and the regulatory agenc?®
are thinking and doing. That is how 1
railroad and the parent n-'rl’-)ﬁ‘j{f
knew early on that the railroad

fmusmﬂﬂm'




« « While
was ch and how they started
planning

“We | our No. 1 bride was the
Missour fic some time ago,” Evans
says. “I n't a rash, swift decision.
Our str: planners had researched
that one years ngo. But three years
ago the 1 tory climate hadn't jelled.
And als had to make the decision
whether anted to tie up more corpo-
rate ass nd corporate commitments
in the tr rtation business. That was
a hard g n three years ago. But the
years th ¢ ensued have clarified the
answer ve did."”

One of koy changes in the regula-
tory elis that ur planners detected
was rail sgulation. The present Ad-
ministra n Washington is confront-
ing an ling problem. Transporta-
tion Dept ulies show that, by 1985,
the railrond industry —excluding the
governmen! -funded Consolidated Rail
Corp. (Conrail)~will fall between $13
billion and £16 billion short of the funds
it needs replace track and rolling

stock and to repay debt.

The T:';unu:rlnliun I‘l'p! sees ()!'I!}'
two alternatives: to subsidize the indus-
try, which in effect would nationalize it,
or to free the industry to find its own
level of profitability through mergers,
marketplace pricing, and reduction of
overhead. The government has chosen
the latter

Says Darius W. Gaskins Jr., the new
ICC chairman: “This commission is at-
tempting 1o judge mergers by the same
standards they have always been judged.
But perhaps our interpretation of the
competitive situation is quite different.
Past commissions thought it was in the
public interest to eliminate the possibili-
ty of price competition. This commission
has the position of encouraging price

TRANSPORTATION

sither subsidiary is finding oll and gas in the Overthrust Belt.

competition among railroads, especially
after a merger.”

John C. Kenefick, president of Union
Pacific RR, observes that “deregulation
will force a big change in inter-railroad
relationships, making interline and con-
necting rates difficult to work out. It
becomes essential for a major railroad
system to reach as many markets as pos-
sible, and it will be unsatisfactory to
depend upon connections. In a deregu-
lated environment, you are in control of
your own destiny."”

Even before the government decided
on deregulation, the competitive envi-
ronment on the West
Coast and in the Midwest
received a jolt when the
Southern Pacific an-
nounced its intention— lat-
er approved by the 1cc—to
acquire from the bankrupt
Chicago, Rock Island &
Pacific RR the line running
from Tucumeari, N. M., to
St. Louis. The sp, which
blankets the West Coast as
well as the Southwest, now
reaches St. Louis either by
its own circuitous route
through Houston or by a
connection with the Up at
Ogden. Using the Tucum-
cari line instead of its own
track will shorten the sp's
route by 400 mi., no small
consideration when diesel
fuel costs up to $1 per gal.
In addition, the new route
will tempt the SP to carry
easthound shipments all
the way on its own lines,
rather than sharing any
revenue with UP.

pp's overtures to the

———

Missouri Pacific, therefore, were partly
an offensive tactie, to open up new mar-
keting opportunities after deregulation,
and partly defensive, to respond to com-
petitive pressures. When these two
forces became overwhelming last year,
Kenefick fired 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

The combined vp-MP-wP would create
a formidable route structure reaching
from the Midwest and the Gulf States to
every major market in the Pacific
Northwest and California except San
Diego. “You have 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 Pacifie is pretty much the envy of
everybody in the railroad business. With
the Missouri Pacific, it is adding a well-
maintained property with strengths that
include carrying petrochemicals from
the Gulf and grain and coal from the
Midwest."”

Indeed, the 22700-mi. system that
would emerge is galvanizing a thorough
reassessment of possible combinations
throughout the industry. It has triggered
a proposed merger between the sp and
Santa Fe Industries Inc., spilled over
into the South and East to bring the
Southern Ry. and the Norfolk & West-
ern Ry. together, and left smaller roads
pondering their future. Not surprigingly,
the deal between the Missouri Pacific—

Chairman Evans: "If we could wave a magic wand over
every merger in the works, we would bless every one."
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frequently referred to in railroad circles
as the “MoP" —and the Union Pacific is
now dubbed the “mopup.” Gloats Presi-
dent Kenefick: “We got there firstest
with the mostest.”

“What Union Pacific is doing is mak-
ing sure its railroad continues to grow in
the future competitive environment,”
says Morgan Stanley’s Petery, “This un-
derlines the growth mission of the rail-
road. If ur had not done anything, other
railroads would have jumped in to cut
off its growth potential.” Adds John V.
Pincavage, rail analyst at Paine Webber
Mitchell Hutchins Inc: “Even though
the genesis of this move may have been
defensive, it's the most offensive merger
uP could have gone after.” Without the
Missouri Pacific and the Western Pacif-
ie, Pincavage estimates that the Union
Pacific RR would grow at a compound
annual rate of 13% to 15%
over the next five years, com-
pared with a 20%-t0o-22%
growth rate for oil and gas
and a 25%-10-80% growth
rate for mining. Thus, the
railroad would pull down the
earnings potential of the total
corporation. Over the past
five years, net income for the
Union Pacific rose 81.5% to
$150.7 million, while net at
the Mp jumped 141% to $110
million.

What makes the Missouri

Pacific particularly attractive
to UP is that it serves such a
rapidly growing section of the
Sunbelt, Last year 161 indus-
tries opened shop with capital
investments totaling $2.2 bil-
lion along the lines of the Mis-
souri Pacific, and there are
150 announced projects worth
$20 billion in investments
planned for the next five
years,
Of these future projects,
roughly 20% are petrochemi-
cal operations. Obviously, the merged
system will open up huge new coal mar-
kets for Union Pacific, not only to sell its
own coal but also to haul the fuel to
these developing industries. Moreover,
the merged system will be moving in-
creasing volumes of petrochemicals
north and west.

The proposed merger links the two
railroads that already have the indus-
try’s highest traffic densities—a key in-
gredient in railroad profitability. Fur-
ther, the two roads have a healthy mix
of freight traffic in bulk commodities
that tend to be more resistant to reces-
sions and truck competition. For exam-
ple, almost 51% of the Union Pacific
RR's freight traffic in 1979 came from
coal, farm products, and soda ash, while
375% of the Missouri Pacific’s came
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from coal, petroleum products, and

chemicals. ,
Coal, which is on the front page of vir-
tually every major newspaper _
days, has long been under careful scruti-
ny by UP's planning stafl. Because so
much of the company is inv_r.md in ener-
gv, UP is continually updating studies of
world petroleum reserves and needs, coal
reserves and needs, and the status of
nuclear energy. Armed with this infor-
mation, UP saw the importance of both
the Missouri Pacific and the Western
Pacific for hauling coal. With these two
railroads in its system, the company will
have complete flexibility to move export
coal—and grain—through any West
Coast port except San Diego and
through any of the major Gulf Coast
ports east of the Mississippi River. ur's
Evans is so optimistic about export coal

Kenefick of the UP: With deregulation, raliroads
must develop their own routes 1o reach their markets.

that he is prepared to invest huge sums
of corporate capital in offshore coal-
loading docks to permit his coal to be
shipped in more efficient, deep-draft
bulk earriers.

As for all its traffic, the Union Pacifie
RR already has the longest average hau
in the industry, 711 mi., which is another
reason why it is so profitable. The addi-
tion of two more railroads will vastly
e_nend its reach, putting it into new
cities—such as Chicago, St. Louis, Mem-
phis, New Orleans, and Oakland
Calif.—where it can connect with mcm:
railroads. Clearly, this will give it signif.
icant new marketing opportunities.

In spite of these opportunities, Kene-
fick insists that the UP-MP.wp combing-
tion is not designed to raid teaffic from
other railroads. “We did not approach

the merger on the basis of gaining tryf.
fic at Ull.' expense of other ﬁyumn h@
declures. That may not be the intention,
but it is clear that the strength of the
combined companies and their route
structure will at least blunt efforts by
other systems to gain new :
Whﬂld’ while dri\‘lnﬂ A e r‘ilm
either to (hl'_ precipice or 1010 the arms
of the emerging super-r; .

Ironically, the first o proposed
super-railroad systems, | f the Bur-
lington Northern and the Louis-San
Francisco Ry., announce 1977, may
be weakened by the suls “nt menger
activity. Burlington hern Ine,
which received 49% of it ight traffic
last year from coal shipr e its huge
reserves in eastern Wyo could well
find itsell locked in fie :hmmﬁ[‘m
with ur on the long and itable hauls

to eastern Tes e largest
seam of coal | West both
suitable for » 1ining and
with the lea rhurden i
in the Powder * Basin in
eastern Wyor ow perved
by the Burling Northern
But this coul vulnerable
o UF's expan ratem, o
pecially if the rnment ap-
proves & 56-m line, to be
owned and ops | by Chica-
go & North W tern Trans
portation Cao., ! would link
the Powder R Hasin are
with a vr br line. That
line could bxx s haulsge
of coal hs 13 on !Dﬂlh’
1985,
ur's far bro. reach into
Gulf porta w» s0 hamper
s efforts u and its ex
port grain busis. o« In mant
factured good w0, UF ap
pears to have advantage
over BN-Frisco. | rets Thoms
J. Lamphier, |, resident of
Burlington Nort-crn's Trass
! portation Div e Missoun
Pacific merger gives the 1/ an oppori¥

nity to get down to the Sunbelt inde
tries for shipments to the W est Coast.

Meanwhile, UF's mequisition of
Western Pacific, with its gently
route iﬂ.‘ﬂ lh S.n "'rll!‘l‘-""' BI)' ek,
threatens the Southern Pacific, whe
line roughly parallels the wv. It is cha®
acteristic of the industry that Eva®
went after the wr because he foress®
Biaggini of Southern Pacific diverti®
trafic away from the Up connectiof ¥
Ogden in favor of sr's pew T ’
route. Now Biaggini says, “1f the Unie®
Pacific gets the Western Pacific. ™
would be seriously affected.”

But Biaggini is the first to admit ¥
rail combinations will enhance comp®
tion and provide better shipper serv%

I've said over and over again that ralt
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 GE Ultrasonic Technology:.

It can picture
your baby before it's born.

r along is the preg-

’ What's the position
aby in the womb?
oblems that could
cate the birth?

hday. doctors can
Iy see many of the

s 1o these questions-

¢ special example of

il Electrie technology
v ultrasonic Imager.
I'he GE Imager sends
und waves that are
i by things inside the
ant mother’s body.
5 can watch pictures
! by these reflected
n a TV screen, And
iem learn many
that can help them
a healthy baby.
I'his GE imager can
amine patients for
ns of the liver, gall
r and kidneys. Under
iment is an even

more advanced imager. It

will actually show the motion
of the valves in the heart—
in remarkable detail.

Ultrasonics in the factory.

General Electric is also work-
ing with ultrasonic technol-
ogy to check out air condi-
tioners on its assembly lines.
The compressor is the
heart of an air conditioner.
So before a compressor is
Installed, the sounds it makes
(many of them ultrasonic)
can be fed into a computer.
The computer is able to
compare these sounds with
previously recorded ones. It
can automatically reject
compressors that don't
“sound” right; even tell
what’s wrong with them,

Ultrasonics in the sky.
Measuring the amount of
fuel in the tanks of a jet plane

is quite a tricky job. For one
thing, at sub-zero high

siae o altitudes, the

Y fuel contracts.

Closer to earth,
where it's
warmer, the
fuel expands.

Yet jet pilots must know
exactly how much fuel they
have and how fast they're
using it,

In the jets of tomorrow,
ultrasonic probes developed
by GE will be able to mea-
sure fuel with outstanding
accuracy.

GE ultrasonic tech-
nology. Making progress in
flight, medicine, product
quality. Progress of the most
important kind: for people.

Progress for
People

GENERAL €3 ELECTRIC
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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.
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IMPORTED BY S

roads don't have a proprietary 1‘1{5'""-‘“
You have to give a competitive price and
good service to maintain good customer
relations. The single system has a great
er advantage in its ability to render that
service,” he says.

The increased competition, ©oU
with the easing of pricing regulations,
however, is likely to touch off a vigorous
rate war among the remaining railroad
systems. Says Lamphier of the BN
“There will be some drastic changes I'm
not so naive to think we won't get
involved in some price wars " Those sys
tems with the longest hauls and the
broadest mix of traffic should emerge as
the strongest. The Union Pacific's Kene
fick is prepared. “We may cut ourselves
to pieces with price wars,” he says, “but
if you have a system that covers all the
bases, you can defend yourself.”

(\nupll‘d

lllusory efficiency

Most large shippers are clearly
pleased by the prospect of fewer but
more efficient railroads. “Long-range,
this is going to enhance the railroads’
ability to serve us in the way we want to
be served,” observes William K. Smith
vice-president of transportation at Gen
eral Mills Inc., where the amount of
goods shipped by rail has dropped from
90% of the company’s output to 70% in
the past 10 years. “This could stop the
erosion of our rail usage and maybe even
turn it around a point or two,” Smith
says. Because both the Up and the Mr are
credited with knowing where every
freight car is at all times and for run
ning trains on schedule, he adds “An
body who needs service capability in his
area should be in seventh heaven.’

Yet Smith discounts the railroads’
c%aims that mergers will dramatieally
siphon off competing truck traffic While
he concedes that the mergers will consol
idate many of the railroads’ far-fung
management, traffic, and pricing dec
sions, “there will be no return o domi
nance by the railroads. Truckers manage
their assets better,” he says

James V. Springrose, vice-president
for transportation at Cargill Inc, also
applauds the mergers as “positive stegs
that are long overdue. For the past .-\.:_‘

ple of decades we have had railroads

that are overbuilt and yet, paradoxies]
cannot satisfy the needs of | .
says. And he agrees with 8
the mergers having little of
competition. “There is nothin
in a merger that will
[grain] business.”
Moreover, there is a nsing chorus of
concern that the predictions of .a
to be achieved autnnm;ra‘;:.‘. i il

caplure
3 UTY
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mega-mergers s illusory, As Bur

ton Northern's Lamphier wonders “The
Union Pacific and Missouri | po
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He knows how to wear his diamonds. DeBeers. |
dilimonds starting at about $300. The piece shown (enlarged for detail) 18 available for abour
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What makes Tandem run

Tandem  omputers Ine. has to be one of
the bignre ! success stories around —even
in the {2 -rising minicomputer industry
where . .matic growth is sometimes
taken fo:  -unted. In June the Cupertino
(Calif.) ipany shipped its 1,000th
computer just four years after deliver-
ing its st system. The company is
growing o1 100% annually, with reve-
pues noo running at a $100 million
annual clip

While andem's unique, single prod-
uct still "ns no direct competitor, the
young company's wild success is due
equally o its unorthodox management
style, which provides everything from
Friday « ternoon beer parties for its
1,100 wo: tors to a sabbatical every four
years an stock options for every em-
ployee. 7 s “people-oriented” manage-
ment emphasizes complete infor-
mality, ;v «r pressure, and open commu-
nieation There are few formal meet-
ings or - views, and the management
team ar| organizational strueture is al-
ready iv oluce for a $500 million-plus
operatio’. Industry experts, in fact, ex-
peet Tarlom to reach easily its revenue
goal of 500 million annually by 1983,
Relisbitit, Tundem's present prosperity
is buili & “fail-safe” computer that
will not lose data if any part of the sys-
tem goos down. While other fail-safe
systems usually require a redundant,
back-up computer that lies idle unless

the on-line system fails, Tandem's com-
puter design allows dual central proces-
sors to share the data-processing work-
load and to take over the entire job
should one break down. The system's
reliability makes it especially attractive
to banks, airlines, and other businesses
where lost or interrupted data means
lost revenues.

Without varying its management
style, the computer maker has broken
through the difficult growth transitions
that any young company must pass.
“Tandem has done very well at getting
over the management platesus at $3 mil-
lion and again at about $50 million that
affect growth,” notes David E. Gold, a
Saratoga (Calif) consultant. And in the
year ended Sept. 30, 1979, Tandem came
within $1 million of the sales projection
made in its 1974 business plan, boasts
Thomas J. Perkins, Tandem's chairman
and a partner in Kleiner, Perkins, Caul-
field & Byers, the venture capital firm

INFORMATION PROCESSING

that provided the company with its ini-
tial seed money. °

“When you get above $5 million, it's
hard for a person to manage everything
like a mother hen,” say Gene M. Am-
dahl, founder and now chairman emeri-
tus of Amdahl Corp. “As the company
grows,” Amdahl says, “it's easy to lose
the entrepreneur’s vision of what the
company should be. But I don't believe it
absolutely has to happen.”

Neither does James G. Treybig, Tan-
dem'’s co-founder and president, who fig-

Loustaunou, and James A. Katzman, all
vice-presidents—worked at the Palo
Alto computer and instrument maker
before forming the company. “We
learned at Hp,” says Katzman, “but
we've extended that philosophy 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 its workers
have flexible hours, 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

ures that his company will need its peo-
ple-oriented management philosophy
more than the latest technology to con-
tinue to grow at its current pace. “The
human side of the company is most
important to make the §1 billion mark,”
declares the 39-year-old executive. Trey-
hig says that he has “100% disposable
time” with which to work on peaple proj-
ects such as his new chart of 100 man-
agement concepts that he uses to guide
the company. The chart emphasizes such
notions as pushing responsibility down
the employee ranks to develop managers
faster, hiring the best person rather
than the cheapest, and promoting from
within.

The genesis of Tandem's management
philosophy comes from Hewlett-Packard
Co., which is not too surprising, since
Treybig, along with the other three
founders—Michael D. Green, John C.

A “people-oriented” management: President Treybig (center) at Tandem's

for a talk with their managers anytime.
“It's a lot of physical things,” says
Katzman, “but more important is our
attitude that people are responsible
adults and our willingness to spend mon-
ey to keep people happy.” One example
of that corporate largesse is the six-week
sabbatical —with full pay—that all em-
ployees are required to take every four
years, This month, too, Tandem employ-
ees will vote on future benefits, choosing
from among increased medical coverage,
a retirement plan, profit sharing, or
vacation privileges at resort condomini-
ums the company would acquire.
Low turnover. So far, Tandem’s people
philosophy has paid off in more than
soaring revenues. “The company is able
to attract really excellent people in [a
geographical] area where it is supposed
to be hard to get them,” says Edwin B.
Costello, an industry analyst with Sutro
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& Co., a San Francisco brokerage house.
And once employees join the company,
they apparently stay. Katzman claims
turnover runs 8% annually, far lower
than the industry average of 23%.
Tandem's reputation for hiring top
employees who stay is no accident, ac-
cording to the company. Job candidates
are often called back three or more times
for interviews lasting several hours. And
salary offers are never made until a
recruit accepts a job. “They've got to

decide they're not just coming for the
money,” declares Treyhig.

The company prefers to hire experi-
enced people because they require less
training, but even these people have to
be indoctrinated in the corporate cul-
ture., And that is no easy task at Tan-
dem, which is growing so fast that the
average employee has been with the
company for only six weeks. Treybig per-
sonally participates in most new employ-
ge orientations to spread the manage-
ment gospel. And he uses peer pressure
to inculeate recruits in the Tandem way.
For example, a group of assemblers from
the factory floor recently walked into his
office to complain about their manager.
“IThe manager] soon left because he
didn't look on people as people,” Treybig
says. “Now everyone knows that that
mistake was fixed, and other managers
will see that if they don't do what's
right, they will be fired."

Indeed, decisions are made informally,
and executives get together in sponta-
neous meetings as problems arise. Ad-
mits Chief Financial Officer Loustau-
nou: “We have no scheduled reviews of
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Informal: Co-founder Katzman
at a weekly party; lively action
on Tandem's volleyball court

things like progress reports.”
So far, the company has man-
aged quite well without formal
meetings. Outsiders often note
that communications among
the top executives flow as freely
as the beer that is served every
Friday afternoon. “If you msk
the same question of several
managers, you always get the
same answer,” says Alvin C
Rice, a Tandem director
Tighter control. Not everyone,
however, is impressed with
Tandem’s management style
“Tandem's founders thought
that 6P had too many meetings,
too many memos, and too much
management,” recalls John V. Levy, a
former Tandem engineer now working
for Apple Computer Inc. "My impres-
sion,” he says, “is that they did a total
flip-flop.”

Treybig recognizes that, as Tandem
grows into a large company, ad hoc deci-
sion-making will not suffice. So he Is
instituting more controls. In accounts
receivable, for example, Loustaunou says
that the company has grown too large
for all of the top managers to be involved
with each problem account. A year ago,
we had maybe 10 problem accounts.™ he
says. “Now it is 30 to 40, and it is more
appropriate to have our people tell us in
writing the status of their accounts™
Similarly, while the company still has no
wage or salary structure, Loustaunou
notes that it is only a question of time
before formal review procedures are es-
tablished.

But that does not mean that Tandem
lacks controls on company operations
'_T'he company has rigid procedures for
implementing production controls, cost
standards, quality control, and
ment reporting systems. To handle these

jobs, Tandem has eght parste in-
house computer systems wy have an
informal management ‘v imposed
upon & very organized a: -iplined set
of business standards.™ Rice, “You
can't have their kind of th without
having those in place.”

Treybig and his collea spend long
hours preparing the o w for the
soaring growth they ex| n the next
few years. For instanc executive
team includes 14 viee onta, more
than the company currs oquires but
necessary if it makes in 1 ve yoar its
goal of $500 million in a J revenues,
To handle that size co , Tandem
has realigned its top ma went. Five
management teams wers I responsi-
bility for marketing and setion on s
geographical basia

The question rema however,
whether Tandem's Nor cotmpater
can continue to be a n i Slcoess
While the Non-Stop no direct
competition, Digital k- ent Corp
and several other compar \re reports
edly developing competit; stems. But
industry observers pred: that Tes-
dem's rivals will have fieult time
duplicating the compan) {tware de
velopments in less tha ree yearns
“You can't have a babjy month by
making nine women wnt,” come
ments analyst Costello
Confident. Treybig in ov wore confi-
dent of Tandem's ability eather any
computitive storm. The « inhibiting
factor on Tandem's growt! - ow, Treybig
says, is the reluctance of » customers
to buy computers from a ar that has
only $100 million in sales

To raise his eredibility + 1 h both cu¥
tomers and Wall Street, Tre rhig is run-
ning the company on & del-free bass
But to do this and still grow at 100%

annually means that Tandem has had 0
sell additional stock on & yearly basis As
a result, the number of shares ou .
ing has increased more than tenfold ©
the past five years to 5.2 million shares-
But James R Berdell of Montgomen
Securities in San Francisco points oat
that Tandem's price-earnings ratio of ®
is the highest of all of the tech
stocks that be follows and almaost doubk
the computer industry average z
Treybig, such sucoess is merely part
his long-term plan. *1 never started Tao"
dem thinking only of & $100 million 7
pany,” the brash executive exclaims. “To
build & $10 billion company where
loved to work would be a start.”
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Boc ting productivity at the top

Poppe!

Autom ¢ the manager's office can
play a  role in boosting white-col-
lar pro« vity over the next five years,
even tl 1 there will be plenty of exec-
utive itance to such sweeping
change:  he reason is that the average
manag.  or professional now spends
about ¢ of his time on the job in such
unprod . ive activities as making phone
calls th: . ure not answered or searching
for peop /= and information. According to
a new tiuly by Booz, Allen & Hamilton
Inc., me: sgerial productivity can be sig-
nificant/y improved by electronic mail,

information retrieval systems, and other
tools of the automated office.

Nearly 300 managers and profession-
als in 15 major U.S. corporations took
part in the Booz Allen project. “The
potentizl for time savings by 1985 for
the participants is close to 15%," says
Harvey L. Poppel, senior vice-president
of the New York consulting firm, who
headed the study. “And 9% of this
ll‘;g;c_tliun," he believes, “is achievable by
Different needs. Companies taking part
in the study generally agree that their
executives will become more productive
when they start learning how to use
E.hm new office automation tools.

We're confident that the people we're
ing will use that [additional] time

to get more work done,” says Philip J.
Shaughnessy, assistant vice-president of

INFORMATION PROCESSING

w0z Allen: “The potential for time savings by 1985 . . . Is close to 15%."

administrative services at Aetna Life &
Casualty Co.

Even more important, according to
the participating companies, is that of-
fice automation will help to improve the
quality of work. “We can’t prove that a
manager will make better decisions
simply because he has better informa-
tion," notes Cornelius H. Sullivan, man-
ager of the advanced technology group at
the First National Bank of Chicago, “but
we can show that we can give a manager
more information or the same amount of
information in less time. We can also
demonstrate that the information we
give him can be made more precise.”
Some 20 operations managers at the
Chicago bank kept detailed records of
their daily routine for the Booz Allen
project.

A corporation need not move immedi-
ately into a full-blown office of the
future. “Only a few tools will account for
the [projected] savings," says Booz
Allen’s Poppel. And these will differ,
depending:;fthetypeofwurl:thatﬂw
managers perform.

Chicago’s First National Bank figures
that it would benefit most by installing
electronic mail and voice message sys-
tems that reduce the time executives
spend looking for people or making
phone calls that are not answered. Sulli-
van also figures that by storing data
electronieally, errors would be elimi-

nated. For example, he says, mistakes in
transferring internal funds should be
reduced when instructions are transmit-
ted electronically, because they are less
likely to get lost on someone's desk or in
the interoffice mail.

At Aetna, the 12 salesmen who partic-
ipated in the study would benefit most
from an information retrieval system,
according to Vice-President Shaughnes-
sy. He says that such an electronic aid
would help the salesmen to improve cus-
tomer relations by providing them with
more up-to-date information.

Despite the opportunity for reducing

unwanted chores, managers and profes-
sionals alike will resist these technologi-
cal changes in the workplace, Booz Allen
predicts. “Behavior adaptations are still
a very slow process,” concedes Poppel.
Surprisingly, his project team found
that managerial resistance to automated
office technology was not so much a
function of age, echelon, or education, as
it was of tenure within the organization.
Because they are moving on an estab-
lished career path, executives who have
been with a company the longest have
the least incentive to change. But, adds
First National's Sullivan, “A lot of re-
sistance will evaporate if one sees one's
boaf, instead of a secretary, using the
equipment.”
Crucial step. Overcoming top manage-
ment resistance to change is no easy
task. And without the full support of top
management, any move toward auto-
mating the office is doomed to failure,
say most industry experts. Poppel hopes
the Booz Allen study will help convince
management that the economics are in
favor of the investment. “Just the cost of
the time saved equals 15% or more of
the average pretax profits,” he says,
adding: “The saving is more like 30% for
banking and financial institutions, be-
cause they have thinner margins and are
more people-intensive.”

Most of 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 scale. But they do plan to
start experimenting with this technolo-
gy. That is the crucial step right now,
according to Poppel. “Five years from
now, there will not be an opportunity to
telescope the time it takes to get these
things done,” he says. “Enough will be
unique to each organization that unless
you get your feet wet [now], you won't
know what is happening.” .

BUSINESS WEEK: July 14, 1980 74C







R —

shwock loads.

ti e clock.

Dan
hel;
har
Pro

Industrial
»quipment makers
ss incredible power.
ctively.

Dana 1 ral sales engineers put high technology
produ work for machinery and equipment
builder ridwide.

You'l Wichita™ clutches, for example, in the
world's st stripping shovel—the giant Marion
6360 | d at left. Just one day’s operation can
remov irds of 300,000 tons of overburden
coveru | coal deposits. Wichita low inertia air
tube « ; provide controlled torque to absorb and
dissip: -ere shocks in the giant excavator's
gantry ol system.

Pow nsmission technology isn't standing still.
You'll ivanced Dana products in equipment that
produc |, crude oil, natural gas, and energy in
many ¢ rms. The list includes Spicer® heavy
equipr \nves and transfer cases, Weatherhead®
hydra cumatic pressure products, Williams®
air con Formsprag® over-running clutches and
holdba eco® SCR motor speed controls, and
many 1
We put ina engineers to work for you.

The D dustrial Sales Force in North America
include irly 100 graduate engineers. These
engine: - hring in-depth product application exper-
tise di to your engineers. As was the case with
the M 6360, our sales engineers understand

a custo ; special application needs and trans-

mit these requirements to our engi-
_ neering and manufacturing centers.

Write for the new Dana Industrial
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 Systeme.

= om
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Engineer-to-engineer: Dana sales engineers assist you in
the effective application of products like this 5,250,000 Ib.-ins.
capacity Wichita low inertia clutch.

4 r. - |- -
Fast, precise response of Wichita clutches and brakes helps

industry apply power productively. Dana Industrial offers more
than 100 products for the transmission 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 call 1-313-758-5000 or write Dana
Industrial, Marketing Offices 7544 BW, RO.
Box 40, Warren, Michigan 48090.

o
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COMPUTERS

Why HP is talking IBM’s language

Hewlett-Packard Co. has not been able
to build the kind of market share with
its HP 300 small business computer that
it has with other products, which have
propelled it to the No. 2 spot in overall
minicomputer sales. In fact, Hp has sold
only 400 systems since the 300 was intro-
duced in 1978. But on July 3 the Palo
Alto company announced a product en-
hancement and a strategy aimed at
boosting its share of the small business
computer market.

“The 1P 300 has not done particularly
well . . . It may be because [HP is] hav-
ing some problems in finding appro-
priate ways to sell it,” comments Grant
S. Bushee, an industry analyst with Da-
taquest Inc. in Cupertino, Calif. 1P ac-
knowledges that its impact on the small
business computer market has been neg-
ligible so far, but it believes that it now
has the key to change that.

The plan is to take on International
Business Machines Corp. by going after
the more than 700 1BM customers a
month who order an 1BM System/34 or
System/38 to replace their obsolete By

System/32 “For every system 300 we
sell, you can most likely bet it will be a
S}'sto.;m.fﬁ-! that won't go in" predicts
Fred M. Gibbons, marketing manager
for HP's business computer systems

Direct sssault. At the core of W'y latest
marketing thrust is a new soltware
package for the Hr 300 that converts all
of the applications software written |r
RPG—the software programming las
guage for the 1B models—into the ur
RPG language used by the wp mystem
This provides System/22 users & viabde

alternative to 18% when they want to buy |

a more powerful machine. Without the
new software, 1M customers would have
to spend large sums of money and time
converting their 15 programs into s
languxge that another brand of « T Pt
er could understand

HP's strategy to grow its costomer
base is by no means unique “Imm i
always the target for everyone In the
infrnrmation processing :huf;;-tr:, wh
wants to enlarge his submarket &y
Ulric Weil, a computer analyst at Mor
gan Stanley & Co. in New York Sperry

Qibsbvone 1100 s e cofveried
o an HP N rraraten
{ > all have BN
erason fos @ them b &
ract M cust ther people he
trarns R lLevalle &
eriar b for Creatie
-..i_p.-“‘. ‘;A: J-‘-—
Caldf work ofus
can tak '-_-'.ral'-:'"ﬂ
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The world’s smallest wound capacitor:
e xclusive 6-gauge MYLAR polyester film
makes it possible.

Today's smallest wound poly-
ester film capacitor is a reality for
miniaturized electronic circuitry
because DuPont developed the
world's first and only commercially
available 6-gauge )006 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-
ity to work and came up with the
thinnest polyester film on the
market. The result: the smallest
wound capacitor. With a 50-volt
rating and a theoretical capaci-
tance four times greater than units
twice the size, and designed to
operate overa —70°C to 85°C
(=94 °F to 185°F) temperature
ldl'}t_:.](‘.

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 thermal reflec-
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.
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customer will be able to convert an rPG
program to work on the Hp 300 computer
in only 6 to 10 minutes. Unlike other
translators, the Hp version does not emu-
late the BM system, an approach that
greatly reduces a program’s efficiency,
Gibbons says. In fact, he claims, by con-
verting the 1BM software to the Hp 300
operating system, some programs actu-
ally run faster. And Leveille predicts
that the software—which cost Hr $1.5
million to develop—could win the mini
maker as many as 900 additional ac-
counts over the next two years.

A question of time. The HP campaign to
win over users of System/32 is timed to
take advantage of a delivery problem
that 18M has had with the System/38. It
was announced 18 months ago but is still
not being shipped in any quantity. Hp
will not have much time to eash in on
this delay, however. Industry watchers
say that 18M has quietly shipped the first
System /38 models and will begin to ship
in larger quantities by this July. “That’s
a pretty short time window [for up] to
aim for,” warns H. Glen Haney, vice-
president of worldwide marketing at
Sperry Univac. “l don't think you can
build a strategy on it.”

While ur says that the v delivery
lag will help its sales, it is by no means
counting on the delay to make its wpG
marketing plan work. “We are not sec-
ond-sourcing 18M," Gibbons insists. “We
are trying to tap into the rrG base and
bridge customers to the e 300, which
we feel offers superior features.”

Even before the BPG converter was
rolled out, industry experts and custom-
ers alike were high on the Hr small busi-
ness computer. For less than $75,000, the
300 offers users a data-base manage-
ment capability that enables operators
to retrieve information stored in the
computer in much the same way that
they would with manual files.

Still, it will obviously take more than
a superior product to pull business away
from iBM. Industry analysts note that
1BM's customer loyalty is close to 95% —
only 5% defect to the competition. “If
customers are already with 1sM, they
have to be very disgruntled to move,”
says one I8M watcher. For Hp, though,
doing battle with the giant is all part of
a careful plan to become a major factor
in the booming market for small busi-
ness computers. “We saw the RPG mar-
ket and view it as a fundamental way to
get people onto our products,” Gibbons
says. “There's a niche there for us.” =
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Closer to a cleanup supe:

Election-year pressures, publicity about
Love Canal, and the need to come up
with new federal revenues are propelling
Congress toward passage of & “super-
fund” bill that would tax industry to cre-
ate a fund to clean up abandoned, “or-
phan,” waste dumps. Although House
and Senate versions of the bill differ
sharply, the lawmakers will probably
settle on a fund at least as large a8 the
one approved by the House Ways &
Means Committee on June 20 $1.2 hil-
lion, 75% of which would come from the
users of crude oil and the producers of
petrochemical feedstocks and inorganic
chemicals.

The chemical industry, which Is the
chief target of the tax, has fought it bit-
terly. But even more troubling 1o chemi-
cal companies is the prospect that the
legislation will increase their vulnerabi).
ity to lawsuits, especially if the Senate
version passes. By easing rules of evi.
dence and making owners liable for
damage even if they are not negligent,
the Senate bill helps individuals injured
by toxic waste to obtain compensation
through the courts. Even more impor-
tant, the Senate bill does not limit lighil.
ity to waste from dumps but applies it 1o
almost all releases from nearly any facil.
ity—covering plants as well. *The spon-
sors of the bill intend 1o try to control
envlrlonmental problems by e i
people to sue,” says Jeremiah J. enney
a lobbyist for Union Carbide (.‘.or‘:;.

Lobbyists for the Chemical Manufae-
turers Assn. have already stumbled bad-
ly over the superfund. For months after
the Administration first proposed it
more than a year agn, the industry
refused to consider any compromise. The
CMA argued that the fee was punitive
am:l unfair since it penalized an entire
industry for actions of a few companies
CMA President Robert A Roland insists
that the existence of abandoned dumps

Abandoned dumps would be cleansd up using funds mostly provides sty

uand

i & “societal” proble one for the
chemical industry the federal
government should anup costs
He suggests that the it most 400

hazardous abandons % — rather
than 1.0 or more ; sovernment
eatimates —and that tal cleanup
would cost 300 mi! 100 million
‘Soul-searching.’ | lustry now
knows it will have to wrve foe and
will try to revive the vely modest

$300 million fee set | House Com:

merce Committee in M ¢ shift took
“a lot of soul-searchis 12 Kcnr_xdh
E. Davis, who, as goves 1al relations

director for Rohm & ) Co., "”_”
early dissenter from t} 4 posilion,
which he felt was unre

But it may be too [he industry
already has suffered for niscues. For
example, chemical lob! irged send-
ing the Commerce C: tee bill u"
Ways & Means. Somw m that this
Was a tactic to delay th , but CAS
Roland says that the try wanted
the fee scrutinised as & ta In any casé,
the strategy backfired. Wiys & Means,
under pressure Lo come uj ith ul‘f’_‘i-
liﬂﬂ i.ﬁ revenue to |'|mf|ir" with ‘h" s
cal 1981 budget resolut voted W
tripie the fee

IM““"}" best chanee for derailing
the superfund now is delsy Fven t_hﬂuﬂh
Passaygr l':" each house seems :tr\'lfluf;
reconciling sharply divergent House a0
Senate bills will be & “nightmsre of 3
conference,” says one lobbryist

And Senstor John Chafee (R-R-1.),3
member of the Senate Environmen!
Public Works Committes, which cof
Pleted action on its version on June =%
agrees it will be “difficult at best” to ¥
passage before Congress adjourns 18 (Oe-
tober. But he stresses, “Anyone w 1
gests that this I8 going away, or tha' :
a figment of the imaginations of B fc:
politicians, has missed the signals

giths
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Fieldwork. Homework.
A partnership story
on construction insurance.

]l Construction Company of Winchester, ‘holder’s cooperation, we develope
Ker v, is an ambitious “grade and drain’ pre-blasting plan that Codell was e
-~ ~tor with impressive capabilities. The ment. Strmgnresngarthe bhstmﬁ gites are now sur-
e. The Atlanta Stadium. The Oro- ed for pre-existing damage an photographed. In
2m. Railroads, roads, and airports from  addition, well-water samples are sent to our home
Balif, - 12 to Guatemala. office specialists. Through detailed analysis, quality
with Wausau Insurance 29 of the water is established. At the same time, the

years ugo, “It
’ Presi . Jr. “We needed water supply.
. Frocs Tanes O Since putting the plan into effect, Codell's

iy n excavation job. i
B ey 30t o j bJand liability loss ratio has taken a turn for the better.

job and the next jo _
the nu: Lfn\:;'ve bu:e:nmt gl?emm:wer aince.‘"J For the past six years, it's been at a remarkably low
" Today, Wausau provides four lines of insurance i

to Codell. Plus specially insurance costs.

Wrilten coverage when
needed

The road hasn't al-
Ways been easy. Along
way losses started to

mount due to project
lasting. With the poil

§INSURANCE 5 e
ance earn its keep. Thats

38 . Employers Insurance of Wausau | the Wausau story.

” WAUSAU WORKS.

oo mmu” = rght here in Kentucky,” re-  well user is interviewed regarding the history of

average of 25%. A favorable factor toward lower

WAUSAU worl hard at controling
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- THEROOF HAS A
TEMPERATUR :.

It can tell you a lot about

its condition. A thermal radiation
inspection can pinpoint your roof's
weak spots. By taking your roof's
lemperature you can learn where
your problems are,where water

Is trapped in the system, and where
heat energy loss from the building
is occurring. It will also show you
where your roof is sound. Which
helps you avoid costly replacement
where it's not needed.

Thermocore® gives you the big
Tremco's patented
rmocore system for roof analy-
sis combines scientifically accurate
infra-red scanning with a supple-

mental visual inspection by lrained
personnel. Thermocore scanning
from hand-heid or airborne sensors
readily identifies problem areas on
the rool. This information, property
interpreted, will enable you 10 make
sound decisions based upon objec-
tive scientific facts.

Call your Tremco Fleld Advisor
for the whole story. The end result
from a Thermocore infra-red scan is
a complete, easy-to-understand
report on the true condition of your
roof. This accurate information will
help you establish repair priorities,
gel realistic budget requirements,
and institute energy efficient proce

dures. All based 'acts, not
sswork. For of the
remco Field Adv \rest you,
call toll tree 8O0/ 32 1 (In Ohig,
call 216/2290-3019 ¢ Or, wrile
Tremco, 10701 Sha vdl., Cleve-
tand Ohio 4410 {Canada)
il 10day
1ell you
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Thes annauncement it under no w1 o be'c d as an offer to sell or ux a solicitation of an offer to buy any of these securities
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LEGAL AFFAIRS

When lawyers dictate the limits of marketing

! : i : ¢ taks entire
cade Corp., charging that the big lumber tain items must & ; range of
Risks of antitrust litigation  and paper company pressured prodocers  the manufacturer's st
from wrong marketing of office supplies into giving it discounts * A o R
decisions have grown larger thatallow it to sell to commercial clients  marketers s tha W 18 chan
at lower prices than retail :gaueu :m fr:ruvnﬁ.y‘:::r X ' ‘:i'm:‘n“m-
manage without comparable discoun ington ' £ - notes.
’ Although antitrust risks have always ® State attorneys general also are huf Thus, it was perfe J for Mufl_t- A\
been greatest at the selling end of busi- ing up their antitrust efforts, bringing turers to dictate reta ces 10 stores in ' _
ness enterprise, lawyers until recently cases based on local market activity that  states with fair tra’  wws until Con- 1,
have played a subordinate role in shap- might be too minor to interest federal gress vetoed the ¢ in 1975. On |\
ing marketing decisions. Today, how- regulators. Earlier this year, for in- another issue— how service a dis-
ever, antitrust attorneys have great stance, Massachusetts charged Bang & tributor has to give anufacturer to
power when it comes to marketing, be- Olufsen of America and several retailers Justify a prwfrrrn' ce—the Fic is
cause now, as never before, corporate with conspiring to fix prices on its top-  currently rethinking ost recent rul-
marketing plans are colliding with fed- quality audio equipment. Even local liti-  ing that the value service has to
eral antitrust laws. gation can add up to big dollarx: [n Feb- match the discount ight return to
| “The lawyers end up determining ruary, nine dairies in New Jersey agreed  the standard of the s that no such
' what the parameters of the marketing to pay the state more than $2 million to  equalization Is neces
! plan will be,” says Luther C. McKinney, settle price-fixing charges. But the greatest « on stems from
! senior vice-president of Quaker a U. 8 Suprem t ruling three
I Oats Co. “There are more con- years ago in a ¢ between Gen-
straints imposed by the law through - % NABLE : s 7 eral Telephone vtronics Corp
regulation and case law than there ‘i"\‘ug:{, meLAW OFFICES » XN  and one of its woia Sylvanis
were 10 years ago.” One measure of }‘:7:’ SLEERMAN . SLEERMAR e DOKELL STV dealers. In that the high coart
the change: An American Bar Assn, 'ﬁ‘ ATl ‘\" ¥ overturned A 1 ding that it is
\ program that McKinney chaired in e always a violat the antitrust
- mid-June on antitrust counseling laws for man: s 10 impose
,. for marketir:;ﬁo(;:partmentéah‘at- on distribators sales m
g | tracted some wyers to Chica- ries or, im w, o
: go, including men and women from other u::ynm, ule. The rule
Y such companies as IBM, AT&T, Gulf now is that cur a distributor
D 0il, Sears, Pemeo, Umted Airlines, must be judged basis of lh--srI
; and Combustion Engineering. ressonshiensss weighing
N Antitrust risks stemming from a market facts
i wrong marketing decision have Limiting locations sune beats the
grown large for many reasons: old days, when ¢ -~ thing was per
® The willingness of one business to se illegal,” says Now York antitrust
sue another—and t!tep:owgh of an- lawyer Joshus eenberg. But
‘ . titrust lawyers specializing in repre- the price of dists/butional freedom
[ senting plaintiffs in such actions— is & high degree of uncertainty
| ' increases the likelihood that a com- “We're in & new era. which makes it
| pany’s competitors or distributors very difficalt for us to counsel with

will bring Clayton Act charges. Au-
tomobile dealers and service station
operators have even won legislation
‘ allowing them to sue if their fran-
| chises are terminated.

precision.” adds James P. “l‘lm
the General Motors Corp. attorne)
in charge of marketing issues.

For that reason, says McKinn®

® Congress has piled on laws that place
warranty terms, franchise agreements,
and debt collection practices under new
scrutiny, particularly from the Federal
Trade Commission.

® Changing priorities at the Washing-
ton regulatory agencies are leading to
more marketing cases. The Justice
Dept.’s antitrust chief, Sanford M. Lit-
vack, who started on the job in January,
is spurring attacks on manufacturers’
attempts to dictate the prices at which
their goods will be sold. At the ¥rc, the
Robinson-Patman Act's curbs on treat-
ing customers unequally are getting new
attention. In April the FTC issued an
explosive complaint against Boise Cas-

Markgters' antitrust problems will in-
crease in the years shead, predicts
Northwestern University marketing
professor Philip Kotler. With sluggish
economic growth expected, “the P
will dmnge from normal competition to
r:'larlkeung warfare” he says. That mul-
tiplies the chances that, in a desperate
drive for sales, companies will mount
CAmpAIgns against competitors -
should they wind up inp:“munmu;:—-
will look like attempts to monopolize, or
other unlawful acts. Cleveland alwr;w)r
Richard W. Pogue thinks tough times
will lead to more problems with “full-
line forcing” the practice of insisting

at Quaker Oats, “choosing ‘mm’?
of distribution raises some very cOmpe

cated cholces for marksting executives

James Bruce, antitrust counsel st U™
eral Electric Co, warns that “you ™%
start out with a program thatl_’m
and have it quickly become illep
That's why I don't like exclusive that
arrangements.” Greenberg suggests
alternatives —such as limiting the o
tion from which & dealer can do busin®
rather than the territory in which it @
sell —can help ensure that M;Tm
will work hard to develop their
ritories without restrieting the marke!"
10 & precise sales area—a prac
fraught with antitrust difficulties

thatamtnmerwhomutoﬂmhm- Dmp;ing.dun“buW*h"h”M
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(uite simply, this is what it means
to »e an information systems company.

G Rl _

Bell & Hb'well
)| $ |

g0\ ‘rnment, education or industry, it has to be
cor rolled.

"o control information is to store it, retrieve it,
dis ibute it or display it. And that requires the creation
of | nctional innovations.

Vhen these innovations interact,a system is
cre. ted that makes information work. An information
Sysiem.

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, Bell & Howell is one of the
leading suppliers of information systems in the world

today.

—

Information is the business of today's Bell & Howell.

I you would | : towell is doing in the field of information systems today. call or write James Ritchie,
W ike 1o kno « about what Bell & Howell 1s doing | . ARy ! i
Stalf Vice President In.'.‘:;l..:..‘rf Relations. 8 BELLe HOWELL. 7100 McCormick Road. Chicago. Illinois 60645 (312) 67.3-3300.
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Sadow, fisoal 1979 51,6 Billlen)

Earnings per share,
restated to reflect
the 2-for-1 split

of common stock
distributed in June 1980.

Rockwell International is a major multi-industry
company, applying advanced technology to a wide range
of products — in general industries, automotive, aerospace
and electronics. On May 7, 1980, the Board of Directors
authorized a 2-for-1 split of the company’s common
stock, and increased by five cents a share the quarterly
cash dividend on the common shares outstanding prior to
the split. It was the third dividend increase in the past 18

manths and the gighth in nine years, Fiscal 1979 sales were

$6.2 billion, up 169 over
1978. Fiscal 1979 net
income, $261.1 million,
was up 48% over 1978.
Our 18% return on average
equity is a substantial im-
provement over 1978 and
nearly twice that of 1975.

Electronics.

(Salows, Mucal 1979 $1.6 billion)

ar' 65 is the first of the
n-size business jets with a

'fanjet engines. It has already set

lass, including one for non-stop

Paris in 6 hours, 39 minutes and 55

28 miles per hour. This
nany throughout our fong, proud

\nd builder of business and military

we 're prime contractorto NASA 1_0(
biters, for integration of the entire

and for the Shuttie main engines,

/e rockel engine techﬂolﬂﬂy-wea,mu
oulsion systems used on hydrofoil boats

Amiong our many electronic products 1s user
equipment for the Global Positioning System (GPS).
Using data from Navstar satellites built by our Space
Systems Group, this equipment will enable GPS users to
pinpoint their positions to within 30 feel on land, at sea
and in the air

Other products include our automatic call
distribution systems, used by nearly every major U_S.
airline. We're a world leader in
avionics for air transport,
general aviation

and military
aircraft.
We're

We're developing GPS user

equipment for six types
afrxmum', airand sea
vehicles plus manpacks.

also a major defense electronics supplier and we produce
a wide variety of microelectronic systems and devices.

For more about us, write for our annual report:
Rockwell International, Dept. 8158-39, 600 Grant
Street, Pittsburgh, PA 15219,

‘l Rockwell International
...where science gets down to business

Automotive /Aerospace
Electronics /General Industries




given an exclusive territory will almost
surely trigger an antitrust suit, Bruce
warns. He figures the manufacturer
should budget $1 million to fight the liti-
gation. When the ABa last year studied
private antitrust suits filed in the feder-
al court in Manhattan, where they flow
in at the rate of two a week, it found
dealer terminations the No. 1 cause. The
best way to fend off such a suit: generos-
ity. Be ready to write off receivables due
from the distributor, offer to buy back
merchandise on hand, even consider buy-
ing up the distributor’s whole business,
advises Melican. Greenberg agrees “The
kind of person who's administering a
program of dealer termination should
not be one who's big at nickel and dim-
ing,” he says.

Levi lawsuits. Other aspects of a corpora-
tion’s marketing program can also get
the company into antitrust trouble. Al-
though a suggested list price standing
alone is almost surely 0. K., any pres-
sure on customers to adhere to that rec-
ommendation is not. Levi Strauss & Co.,
for example, has been deluged with law-
suits all around the country claiming
that it kept retailers from discounting
its famous jeans. Earlier this year, the
company agreed to pay $100,000 to settle
a case brought by the state of Texas

Advertising plans can be taken as evi-
dmu!amnnopolintionxhamiflhfy
are clearly aimed at keeping a new com-

itor from winning a significant mar-
ket share. Developing new brands to
narrow the market occupied by a com-
petitor can be dangerous. Even publicly
announcing a price change in advance is

New laws, more suits,
and greater enforcement

increase lawyers’ power

now taken by some antitrust enforcers
as evidence of anticompetitive behavior
With such dangers, it's easy for law-
yers to say no to any marketing innova-
tion. The challenge is not to keep clients’
marketing departments out of trouble
but to help them turn a profit—legally
Lawyers must “offer solutions your cli-
ent can live with,” insists John M. Rich-
man, the company lawyer who worked
his way up to chairman of Kraft Ine
“The lawyer is paid to get things done,
not to say they can't be done” he

Bernat Rosner, a senlor attorney for
Safeway Stores Inc., says he constantly
weighs the opposing pulls of legality and
profitability in the price-discrimination
area. Cumulative annual discounts, for

example, are generally recognized by an.
titrust lawyers as & violation of the Roh.
inson-Patman Act. Discounts for big gp.
ders may be justifiable in terms of oy

savings on billing and «hippi
discount based on the ‘otal :-:L]u:,nc;
business over & 12-m'h peried may
have little relation o any real e
advantages to the sells

“And yet it s just wet of life thet
they are being offered & he time, It ha
become a universal trac. ractice” in the
grocery business, R: sayn Telling
his buyers they cann vke such a dis
count would put the a competitive
disadvantage. His con mises Lot thes
accept such discounts on offered, but
be careful not to soli wom from sop
pliers

Even when the ant t advice leave
an out for accomplis! v primary sell-
ing goal, “muarketer very diseour
aged,” Kotler sayn. 1oy feel that the
decisions are actuall g made by the
lawyers™ But that be the priee for
survival in today’s ls imate. Accord-
ing to Herbert M. | anager of pro-
motion and marketis joes for Proc
ter & Gamble Co he real world
while lawyers don't the marketing
departments, their ¢ s seldom
ever ignored.” .

| —

Imperial Group Limited

has acquired through merger

We acted as financial advisors 10
Imperial Group Limited in this transaction

Goldman, Sachs & Co. Morgan Grenfell & Co.
Limited

June 19,1880
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Now you can copy both sides turning it over.

of a page without...
your copier is definitely contributing to office turnover.

It vou o« Py from two-sided nrlginals, :
(1) copy one side, (2) turn over the

Because in order to make two-sided copies, your people have to:
oniginal, and (3) copy the other side.

Maybe vou should turn to a Xerox
It also collates your copies into nice, neat sets, automatc

Which automatically gives your people time to spe
standing by a copier and shuffling orignals.

And that's another way a Xerox 5600 can he

Give us a call at 800-648-5600 (operator 263),

5600. It’s the only copier that does all that in (1) step, automatically.
ally. And even staples them, automatically.
nd on more rewarding and productive things than

Ip reduce office turnover.
* and we'll be happy to show you how.

X & sderrarka of XEROX CORN WATION
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A cold eye at the discount window

The Federal Reserve's discount window
has long been the source of last resort
for cash-short banks—as long as they
were among the select few willing to pay
the price of membership in the Fed.
Under the massive financial reform bill

include virtually every financial
institution in the country. Now,
with a few new borrowers show-
ing up already and lots more on
the way, the Fed is making it
clear it will be a more demand-
ing, and mostly more expensive,
lender than when the window
still had a “members only™ sign
hung over it.

The Fed apparently means to

new approach will

have traditionally held down
rates through usury ceilings. The
same legislation that set the new
rules for the discount window
also pre-empted the state ceilings, at
least temporarily, and instituted a new
federal ceiling one percentage point
above the discount rate,

The way the Fed plans to do things
from here on will also make it harder for
investors to use the discount rate as a
clue to Fed credit policy. “I think from
now on we will see the discount rate as a
penalty rate on a regular basis” says
economist Leonard J. Santow of J. Hen-
ry Schroder Bank & Trust Co. Santow
says he expects changes in the discount
rate to lag, rather than lead, changes in
market rates.

Dried-up borrowing. Market rates had
dipped below 9% on occasion before the
Fed finally lowered its rate on May 29
from the record 13% to 12%. They were
consistently below 9% before the dis-
count rate went to its present 11% in
mid-June. This is the first time in three
years the Fed has, in effect, exacted a
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penalty on banks that borrow from it.
The shift has virtually dried up borrow-
ing at the discount window, leaving the
Fed's purchases of government securi-
ties to provide cash for the banking sys-
tem.

The Fed gained its new leverage over
the discount window, and over most of

sy Ve -

the U.S. financial system, through the
Depository Institutions Deregulation &
Monetary Control Act of 1980. Before
Congress wrote the law, the steady de-
parture of member banks from the Fed-
eral Reserve System, and the resulting
shrinkage in the amount of bank re-
serves subject to direct Fed influence,
impelled the central bank to use whatey-
er lures it could to hold members. The
Fed generally kept the cost of borrowing
from the discount window below the cost
of borrowing federal funds, which are
unneeded reserves held by other banks
The banks were leaving the Fed main-
ly because only Fed members until now
had to post sterile reserves earning no
interest. The new law requires all finan-
cial institutions —member and nonmem-
ber_banlrs. credit unions, savings banks,
savings and loans alike —to post reserves
with the Fed, beginning in September, if
they offer checking aceounts or the

equivalent. The bulk the nation’s
40,000 financial institu’ 5 are expected
o oﬁer some fof'm of tM‘m e
count after Jan. 1, w is when the
new law allows them 1 o %o,
Readying flor newcoma: 1 dim-ihuﬁ,‘
to virtually all finan 2l institutions
what had been the bu of Fed men.
bers alone, Congress »'  expanded the
discount-window bo ng privilege
The window access w.  ‘echnically e
tended immediately ) savings and
loans, 400 mutual =. s banks, and
1,000 eredit unions | already offer
transactions accoun Ihe law also
added the 9,000 nonm« - <r banks to the
4,000 member banks, i had held the
exclusive right to bor from the wis
dow. The Fed has enter . ned only emer
gency discount wind -equests from
the new borrowers, | 1! sccept more
routine requests by me after mid-
July.

Yet, the discount-» « option looks
anything but appeall urtieularly for
nonhank institutions -ulations pro-
posed by the Fed w require credit
unions and savings » ans to try W
borrow from their o /stemy’ !
tional lending faciliti ‘ore coming o
the discount window | rnment credit
union and AL regulatc  who were oot
cerned that the instit s they overse
might wind up shopy for the best
rates among the facilitio., say they ar
happy with that provis

The Fed's proposed - cgulations alw
limit discount-window |- rowing
for the most extreme o - cumstances, ¥
maturities of a few da, « Because Sk
need longer loans to balunce their long:
term mortgages and other asseth

“short-term borrowing i» not
that's appropriate for the busipess sV
ings and loans are in,” says Dale Rio™
dan, director of the Federal Home Lo
Bank Board’s Office of Policy & B
nomic Research Banks have alwi®
faced administrative constraints the
window borrowing Fed officials s&¥
difficulty of keeping tabs on three B0
as many banks means they will bs*
rely even more heavily on s
Mzwm-w.mmt@z
ue to rely as heavily as we have I8
lIvllm:ttl.‘lllininﬂ!iltllul!h't'h""’"t'l
window,” says Fed Governor Lyle
Gramley p

A rationing The Feds 7
posed discount-window regulation®
lh!rmghw;whitﬁﬂﬁ
borrowers with & surcharge alonf

AN




lines of ! 1% tacked onto the 13%
basic rat m Mar. 17 to May 6.

While growing market for dis-
count los will complicate the Fed's
rate-settin, deliberations, it is so far
unwilling accede to proposals to link
the discou  rate to market rates and let
it float up « 4 down. “We would prefer a
CORP(C  ATE FINANCE

judgmental rate rather than a mechani-
cal rate,” says Fed Vice-Chairman Fred-
erick H. Schultz. When market rates
began dropping in. mid-April, the Fed
chose to maintain the discount rate.
“With problems with the dollar, we
didn't care to see interest rates go to
nothing in a short period,” he says. =

Unircyal pulls its belt even tighter

Uniroya , the financially troubled
tiremak: retrenching —again. The
new rou belt-tightening is eritical if
the com; i4 to remain within the cov-
enants revolving credit agreement
signed | wur months ago. Uniroyal's
goal is hop $50 million off its
expenses ng the next six months.

The ke the latest cost-cutting ef-
fort is g the United Rubber Work-
ers (URv hich signed a three-year
contract Uniroyal in June, 1979, to
give bac jor piece of its gains. Spe-
cifically, 1 attempt to save nearly
$20 mill: er 18 months, Uniroyal is
asking it w workers to nceept a 12%
or 13% tion in wages and benefits
for the re  of this year, with a restora-
tion of | half the cut next year, By
July 2, 5 | the 11 affected URW locals
had app: the agreement, and it
seemed heoded for ratification.

In its retronchment efforts earlier this
year, Uniroyal signed an agreement with
21 banks to sl ap to $100 million of its

receivablos, and another agreement with
2 banks for $150 million in revolving
credit. The company also shut down two
tire plants, to save $100 million.
Troubled customers. But the tire indus-
try has fallen into a seemingly bottom-
less hole — passenger-car tire production
was off 27% in the first four months of
this year—and Uniroyal's orders from
General Motors Corp., its largest cus-
tomer, have dropped sharply. GM ac-
counted for 16% of Uniroyal's $2.6 bil-
lion in sales last year. In June, GM made
32% fewer cars than in the same month
4 year ago.

As a result, Uniroyal, which just a few
months ago was predicting it would
make money on tires by late 1980, now
makes no such claim. Indeed, after post-
Ing a $10 million operating loss on tire
Sales of $269 million in the first quarter,
the company is scrambling to cut ex-
Penses. “We went through the dona-
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tions, the contributions, the consultant
fees, travel and entertainment,” says
William J. Crane, senior vice-president
of finance. The company is working to
bring down its accounts receivable and is
tightening terms on some customers.
The company has also slashed salaried
staff by 800, including 200 at its Middle-
bury (Conn.) headquarters, bringing the
total number still at work there to only
650 from 1,200 just two years ago. But
most important, it has impressed the
UrRW enough with its plight to win the
concessions. In a letter to the URW sum-
marizing its position, Uniroyal said:
“The failure to realize these [$50 million]

Uniroyal's Crane: He insists the latest
cuts will not crimp basic operations.

savings could not only severely impact
the future viability of the corporation,
but [the savings are] also absolutely nee-
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 salaried and nonunion hourly
employees in the U.S. would take the
same cuts on July 1.

Credit terms. The credit agreement,
which was also approved by seven insur-
ance companies to which the company
owes $230 million, not only prohibits
Uniroyal from paying common-stock
dividends, but under it the company’s
net worth may not fall below $486 mil-

Money market rates

New three-month Treasury bills ...
New six-month T WD iiniiinriisiieiin
Three-month commercial paper ...

Stocks
Price /sarnings ratio* (avg. 1,500 stocks) ...
Dividend yield® (avg. 1,500 s10CkS) ....coocooees
Dow Jones industrial average ...
Standard & Poor's 500 stock index ...
Value Line composite index ...
Lipper growth mutual fund index ...
Average daily NYSE volume (millions) .
NYSE blocks (10,000 shares and over)

New Aa industrials®*
. 5. governments (8'5% Issue of 1994-99) ...
Bond Buyer municipals (20-bond index) ...
Al igures are as of TuesQay,
trom Monday, June 30,
Data. Salomon Bros., S

Investment figures of the week

The week produced a marked backup In interest rates, both short- and long-term—
the most pronounced advance In rates since the bond market rally began three
months ago. Stocks simply churned during the week.

July 1—gucep! those marked”, which &re from Fricay, June 27, those marked" *, which are
and the Bood Buyer index from Thursday. June 26, 1980
randard & Poor's Compustal Services Inc., Lipper Analytical Sarvices Inc

Year

ago

wie 10.66%
.......... 8.92%
B8.94%
.......... 9.70%

10.38% ...~ 11.38%
w 1225% ... 13.25% ... 10.25%
- 10.00% ... 11.20%

7.55%
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lion at yearend. This means the company
cannot afford to lose more than $20 mil-
lion during the rest of this year. “We
don’t intend to lose that,” says Crane,
who predicts that the company’s second-
quarter loss will be “minor,” at least in
comparison with the $12 million net loss
in the first quarter. For the period, Uni-
royal’s tire, chemical, and other busi-
nesses generated sales of $580 million.
“We're not running out of money,”
insists Crane, who says Uniroyal has
taken less than $110 million of the $150
million revolving credit. And despite the
doubts of some observers, he maintains

that even the latest round of cuts will
not crimp basic operations. The compa-
ny'shnkmnfarmwnﬂ&nt“_\'e
feel the [cost-cutting] program is a via-
ble one,” says Royall Victor III, senior
vice-president of Chemical Bank, the
lead lender.

But no one is ready to say that the
latest Uniroyal retrenchment, which
comes after a five-year sell-off of opera-
tions with sales of $800 million, will be
the last. One local union officer, asked if

company would ask for, replies “I'd like
to think so . . . but who knows?" .

KMS’s stormy return to mergers

After bumping along near bankruptey
for a decade, tiny KMS Industries Inc., of
Ann Arbor, Mich., has jumped back into
the acquisition race that helped make it
a Wall Street glamour stock in the late
1960s. This time, its urgent goal is to
find at least one merger mate with
enough profit to utilize $22.7 million in
fast-expiring tax-loss carryforwards and
to balance its heavy dependence on gov-
ernment contracts and laser fusion ener-
g research with more predictable—if
more mundane—moneymakers. “We're
not trying to be conglomerators,” insists
John E. Long, the Canadian oil and gas
investor who bought control of KMS in
1978. “We just want some earnings and
assets outside the energy business.”
kMs's first major merger attempt un-
der Long’s leadership, however, prom-
ises to be a stormy one. On June 27, KMS
announced it had offered to swap three
of its over-the-counter common shares
and one preferred share, which together

some analysts value at $18, for each of
the 1.6 million outstanding shares of
Citation Cos., a Grand Rapids maker of
plumbing fixtures and other items with
1979 sales of $55 million. The offer — well
above the $10.75 price of Citation’s
American Stock Exchange shares—ex-
ceeds other buyout offers Citation has
considered over the past two years, but
the KMS deal is still getting short shrift.
“The offer is absurd,” storms Kenneth
C. Case, Citation's chairman and cro.
“Whatever his [Long's] stock is selling
for, it's overvalued. They're minnows
trying to swallow a whale.”

Even after a $1-a-share gain in recent
weeks, KMS stock has been trading at
argund $4, less than half of Citation's
price per share. The price was $53 a
s_hare in 1968, when KMS was a 26-divi-
sion conglomerate with $52 million in
revenues. But years of losses and mas-
sive investments in fusion research have

left xMS with & pet wort un!y&pg
share as against Citati o's $18. xus
earnings are running on'' sbout &¢ per
share a year on revenue $11 million,
and the company conti Lo operate
with negative working « -/ tal—current
assets minus current | ol ilities. But
Long and his brother atrick, who
serves as KM8 chairmar nd CEO, are
orchestrating a major ornaround at
KMS to put each of its div . ons—fusion,
synthetic fuels, optics, ar data process-

ing—on a profitable foo! -y and to re-

structure its debt. In Mu. «M8 paid off
the remainder of $8 mill n long-term
borrowings a year ahoad ¢ schedule.

Dissident shareholders <k analysts
say the runup in Kus shos o stems from
its synthetic fuels resear-!  which makes
the company & potentis. wneficiary of
part of the w ballion ral mflnh
program signed into la v President
Carter on June 30. Und+r -ontract with

Texas Gas Transmisaic o, KMS has

been studying the use gh-powered
lasers to fuse atoms of Jterium and
tritium to generate ches drogen and
electricity from water theory, vast
amounts of tar sands an | shale could
be turned into usable v - by pumping
hydrogen into the grot o enrich it
“This is a high-technolog m;ﬁ”n_j' with

no debt that is making r ney,” insists
John W. Winans, assis
dent with Kidder Peabod . & Co., one of
the 12 marketmakers in «» o stock.
Indeed, the prospect  getting into
one of the few available pure plays 1o
synfuels prompted a grovp of di
Citation shareholders 1o uryge Long to
make an offer to Citation \ shareholder
insurrection has been bre« ing ever ot
Citation management insiders and mem-
bers of its founding families sold & 2%
stake in the company in late 1978 ¥

p
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$1.6 billion of its own debt and paid a successfully?" asks one knowledgeable
huoemnﬂou;gnmmwmhoﬁm WMMW'M:
quarter of 1980. likely to drop its present price of
Obs “les to Tamco’s “The only conclusion you can come $26.50 a share.
to is that Tamco would have to finance
bid City NG 2 big pant of the deal by iquidating
i Priogs, Wt g6 ks of City Investing,” the source
ralsec tar 1o buy City Investing Co.  says. The Tamco spokesman confirms w.mm
to $3 a share from $30 a share, that that is the plan. Early divestitures Few developments cause
could some formidable obstacles would not only reduce debt but raise blood pressure to rise more than talk of
betor: nsummates the deal. Most  cash, he says. a new wonder drug. That is exactly
of the 14l barriers have to do with  Salable subsidiaries. Some sources what has been behind the recent voia-
the $1 won in financing needed to  wonder about the salability of many of tility in the stock of Squibb Corp.
buy th Jlomerate, in what would be  City's main units. Wood Bros. Homes (BW—Mar. 24). Fittingly, Squibb has a
the bis loveraged buyout” in his-  Inc., a homebuilder, a savings and loan new drug to treat high blood pres-
tory. ! i (hat, City, which turmed association, and Guerdon Industries sure—also known as hypertension—as
down ‘s first offer, has yet to Inc., which makes mobile homes—all well as congestive heart failure. Ac-
accep! scond. A Tamco spokes- are depressed by the housing slump. cording to traders, Squibb's new drug,
man, | . suys that both sides are Home Insurance Co., a property and Captopril, is worth at least $5 a share to
“frienc 1 talking.* casualty insurer, Is City's biggest unit.  Squibb, which recently closed around
80 wveraged buyouts are pre- Home generates a lot of cash, but is $32 a share, ' p
cariou -y, and frequently unravel. also cyclical. One source says Home Squibb has high hopes for Captopril.
Even ey work, they can take has been cutting rates recently, which The company's latest annual report
more | . months. That is because can be disastrous in inflationary times. contains a special section titied “"Hy-
the bu / up s litthe equity as pos-  “Underwriting losses, over $50 million , A Silent But Deadly Afflic-
sible rrow the rest, often re- last year, are apt to get worse as infla- tion,” which describes Captopril as a
sorting anlous schemes. “Even i  tion lifts claims and costs, while compe-  "remarkable milestone in medical re-
the fir ~ appears all secure, the tition is keeping rates on policies search.” The annual report also
loan » “nts are so complex and down,” says Value Line Investment stresses that the worldwide market for
the len numerous there is a high  Survey about Home Insurance, Other hypertension drugs is expected to be
likeline deal can fall apart,” ex- candidates for sale include Motel 6 Inc.  $2 billion. ' .
plains Nall Street arbitrageur. and its Florida real estate unit. Limited usage? The question is: How
*You nversl near heart attacks One source predicts that if the much of the market can Captopril
on eve ut™ slon gets too bad, City's earnings could ture? Recently there have been reports
Ever 1 Tamco Is confident it really suffer, as they did in the last that the drug may have some serious
can g« noney and has already recession (in 1875, City earned 59¢ a side effects. “"Despite its effectiveness
spent S .uon 10 buy 12% of Clty's share). He says earnings could dip to for treatment of hypertension, adverse
stock, Wall Street sources are $1,50 to $3 per share—compared with  effects may keep Captopril from being
skeptic nev doubt that Tamco, a $507 per share last year. ‘‘The longer it marketed or uxeuiy limit the indica-
real est ‘1 Jointly owned by Lyman takes for Tamco to close the deal, the tions for its use,” says a recent issue of
C. Han tormer International Tele- worse City's earnings could get, and  Medical Letter, a newsletter published
phone cgraph Corp. president, the harder it will be for Tamco to per- in New Rochelle, N. Y. Specifically, the
and Vic . Goulet, a Chicago finan- suade lenders to put up the money,” newsletter says several seriously ill pa-
cler, ha lenders firmly committed.  this source says. tients taking the drug showed injury to
Indead, -0 admitted as much in the If Tamco can pull the deal off, there their bone marrow. More common ad-
news rol-ise announcing s offer, will be at least two big winners. One will verse effects are hives, fever, and tem-
which it sa:d Is contingent upon secur- be Sharon Steel Corp., which owns pomxlmoltaﬂe.ﬂwnm
Ing financing “on acceptable terms In  about 12% of City and stands to make says. "To what extent adverse effects
amounts sufficient to effect the trans- Mdmm.mwm wmmmo"mmmm
action a1 1he proposed purchase beneficiary will be City's 61-year-old determined, the newsletter concludes.
price." chairman, George T. Scharfienberger, M. Daniel Tatkon, editor and publisher
Scrounging capital. Sources say that who owns 365,660 shares and has mmw.awmwm
Hamilton and Goulet have been search- 385,520 share units, which are the Sheffield, Mass., says: m«m
ing desperately tor money here and in of common shares awarded eﬂmmmm"wlmtbo : __.t&
Europe, One knowledgeable source at an average price of $12.44. large as expected. s
says Tamco plans to put up $200 mil- Sources say City will probably accept Ambhmmm_ iy
llon In equity for City. $125 million of Tamco's bid. Chy soid at about $13 & - ous side effects appear in only the most
Which it must get from outside. The share before Sharon bought its stock mmmmm%ﬂm
$900 million 10 $1 billion balance would last year and generated some interest  with Mwmmm ,
be borrowed and would be '‘‘very ex- in City as a takeover candidate. If lig- mmmwﬂnﬂﬁ;
Pensive money—subordinated debt uidation could have been done profit- mtwmemy m |
Annual interest on that debt would ex- Tamco instead of liquidating them- tionh.lmmm u;aa:u _ ]
ceed $125 million. But City already has  selves—like uv Industries Inc. did so the drug here in 1981,
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Dayton-Walther Corp., a privately held
truck parts maker that has about $230
million in annual sales. They sold out for
the equivalent of $17 per share in cash
and notes. However, it was clear from
the start, admits Case, that the rest of
the Citation shareholders would have to
settle for stock in a new Walther-Cita-
tion Co., rather than cash, as part of a
plan in which Dayton-Walther could “go
public” by combining with Citation rath-
er than by going through a costly stock
registration with the Securities & Ex-
change Commission.

The Citation insider group sold its
shares before winning a firm commit-
ment of similar treatment for other
shareholders. And when interest rates
soared last fall and sagging truck sales
gent Dayton-Walther's finances into a
tailspin, talks aimed at cementing a deal
for those other 70% of Citation share-
holders fell through. Right after the KMS
offer, Dayton-Walther announced that it

KMS's Patrick Long: Seeking more predictable eamings

had bought 16,600 more shares of Cita-
tion last April on the open market at
prices from $8.50 to $9 a share —far less
than it paid to insiders. This has made
the remaining Citation holders worry
about management acquiescence in a
possible “creeping” tender offer and has
been a cause of embarrassment to Cita-
tion directors. “Given the change that's
occurred, it's not fair to the sharehold-
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LETUS
YAKE SOME

1.OADS OFF
YOUR
LIGHTBILL.

Back in the days when energy was cheap,
you could light your worid]ustabom 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.

_.___________.1

I-{: in coupon and send to: GTE Products Corp., Sylvania
| Lighting Center, Dept. 4C, 100 Endicott Street, l
Danvers, Massachusetts 01923
Have a Sylvania lamp representative contact me |
Sand name of nearest Sylvania lamp distributor I
I Send literature
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ECONOMICS

1980: The year the forecasters really blew it

The old vaudeville team of Smith & Dale
had a classic routine: Dale, as Dr.
Kronkhite, examined Smith, who was
complaining of various ailments. Kronk-
hite, after much probing, eventually
asked, “Have you ever 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 is obviously in
the throes of a severe recession, about all

of its most serious postwar recession. So
in 1978 and 1979 most economists were
warning of imminent recession —a reces-
sion that stubbornly refused to show up
as consumers continued to spend in the
face of soaring inflation. The majority of
business forecasters late in 1979 were
calling for a moderate recession—one
they believed had begun already in the
1979 fourth quarter—that would contin-
ue until mid-1980. (Three months earlier
they thought it had begun in the third
quarter.) Real gross national product
was forecast to decline less

quarter, according to | inary Com.
merce Dept. estimate unemploy-
ment rate shot up 1.6 | n April and
May, to TRA% ., on Its wa much h,RM
gmumi. and factory la are acceler-
ating faster than in 19

The fallure of the re n o appear
as expected in late 19 early 1980
booby-trapped the fe dysts who
were on the right tra v instance.
Albert T. Sommers, c! onomist for
the Conference Board winter was
expecting & Serious n in 1980,

L I i

than 2% from peak to
trough, and the unemploy-

—
Machaiy Chvcago Tritums NYNG

the economists can say is, “You've got it
again.”

The forecasters currently expect a
substantial recovery by the beginning of
next year, with most of them looking for
a V-shaped rebound. Given their track
record, however, businessmen and con-
sumers alike should heed the forecasts
cautiously. Not only have the economists
missed the intensity and timing of each
of the seven postwar recessions, but
their forecasts seem to be getting worse,
even as their acceptance by policymakers
and businessmen rises.

Paper tiger. It is little wonder that, in
forecasting this recession, economists
would come storming out of the starting
gate early. After all, the 1974-75 reces-
sion caught them fat-footed. Indeed,
some two dozen of the nation’s top econ-
omists at President Ford’s anti-inflation
conference in Washington in September,
1074, were almost 10 a man unaware
that the U. S. economy was in the midst
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How the forec:: 5
missed the 1980

Jlon

“ 4

Real growth in gross na' - oroduet
-MJ' d*”

1 |
 cansennEt
L -“‘i'
Prefiminary '“
-1 R | el et & I
w ] 1] w
1978 | e
& Pornast (ammwal st
Outs Commerce Dest  coroe
ment rate was expected to Sormtent of 1) sconemetic &
peak at about ™%, —
Moreover, the forecast-
ers s'n_ll were predicting a modest down-  But in April, with the « nee of reces
turn in March and April Th-e March sion seemingly skimpn along with
quarterly survey of the economic outlook  some others, switched gears. Said Som
mndut‘t‘ﬂd 'b)' the American Statistical mers “It is inflation, not recession, that
Assn. indicated that respondents ex- is spectacularly documented in the in

pected real GNP to decline a measly 0.7%
in the second quarter and only 02% in
the third. And in April, all three of the
leading econometric forecasting compa-
nies, Data Resources, Chase Economet-
ric Associates, and Wharton Economet-
ric Forecasting Associates, were stil] ex-
pecting a decline in second-quarter gxp
of less than 3%.

But when the recession did bite, it was
not the paper tiger that had been fore.
cast generally. The economy is well on
its way to at least its second worst reces.
sion since the 1930s, and quite possibly
even the worst. Real oNP plummeted at
an annual rate of 85% in the second

coming data. ™

Although Sommers’ mistake Was that
he changed his forecast, another tofp
forecaster’s error was that he held b
position for too long. Last year, Morrs
Cohen, of investment bankers :Krh.'!.ifff
Naess & Thomas, was one of the f‘"
who correctly understood the strength

housing and capital goods, % hlff_’ pﬂ;
\l"'_f“-ﬂ! the economy from going int0
tailspin in 1979. But in m-d-“}-"'h'

when the economy was already I 0
cline — Coben forecast that in po 'iu"ﬂ.:
of 1980 would there be a decline 10
GNP—a miss of spectacular dimensioh
In 1979, Wall Street economist Hentd

E(:onm"“‘:5




Kaufman of Salomon Bros., whose prog-
nostication+ can move both money mar-
kets and sto-« markets, went against the

crowd by jecting significant interest
rate rises, - nther than the declines most
of his pe< wresaw. He was, of course,

right on 15w money. But in mid-April of

this year b vas still advising portfolio
mAanagers “the fundamentals for a
bond rall eyclical proportions . . .
are not ¥ place.” By then, however,
the larges: Jecline in interest rates in
history wa . !ready well under way, and
bonds stag: ¢ n stunning rebound.

slow to lerin. Economists may have a
ready ar fter the fact—perfectly
reasonabl planation of where they
went wr Hut they missed so badly
this time yuse they failed to antici-
pate and e the implication of sub-
stantial in economic policy and
consumer wior, Inflation, and the
expectati ut it would continue, ac-
celerated r than retarded consumer
spending ons, particularly of hard-
goods and ¢s. And until early Octo-
ber, amp! lit and capital gains from
the sales mses helped finance the
increase w expenditures.

The F. Reserve Board finally
stepped o brakes on Oct. 6, clamp-
ing down oney growth. So interest
rates rea wgan to soar. Then in
March, it g for the first time the
Credit Co Act of 1969 severely lim-
iting ered  Fed brought the five-
year-long ery to a screeching halt.

Moreov onomists were slow to

recognize umulative inhibiting ef-
fect of p sively restrictive mone-
tary polic | even then they forgot
Whl_ll'. it co eally do. Last December,
optimist | anid that “as long as
there is no . oney crunch, interest rates
will have 1o po higher before they bite.”
But even when they did go higher, with
the prime interest rate soaring from

13‘&‘? in early October to 20% in early
April, he failed to modify his nonreces-
sion seenario

Although the recession proved elusive,
now that it is under way, economists feel
that they are on familiar ground. Reces-
sions have roughly similar configura-
tons, if different intensities. But today’s
forecasts of substantial recovery in 1981
are still hostage to uncertainties about
économic policies and about consumer
behavior. Although a tax cut appears
tertain, the amount, the distribution,
and the timing have vet to be deter-
mined. At some point, monetary policy
will turn easier; but the critical ques-
Uons are: How soon, and how easy. And
consumer behavior is no easier to antici-
Pate than it has been in the past. Under

0se circumstances the best thing that
r nessmen can do is take their order

ks and the economic news more seri-
Ously than they take their economists. ®
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worth of $1,000,000 or more.
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The unsung lravails of losing traveler’s checks

Make photlocoples
of passport, lickets

It all seems so simple in those Tv commercials: When people lose a batch of
traveler's checks, they go to a conveniently located office nearby for a quick
refurid. 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
rifled 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 a single place, separate them instead.
“Paople 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 it's lost, or a
plckpocket 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,
checks, 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
in the batch purchased, credit cards you will carry with you, and your driver’s
license or other identification. (If a copier is not available, write down the
document numbers and make a carbon.) Put one copy in the bottom of your
sultcase. 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
surprised if 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,
but a 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 of 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
pictures taken before you set out on your trip, spend an extra cl!ollar or so and
get four coples instead of the usual two. Take the spares along in your suitce?se
to speed things up it a new passport has to be issued.) If there is any question
about your identity, figure on an overnight wait while the embassy or consulate
cables Washington and the files are searched.

If you are in a hurry 10 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 a travel document.
olen airline ticket is more difficult and costly. Because

will not get a duplicate free unless you (or
economic hardship. Most likely, you will

Replacing a lost or st
tickets are negotiable like cash, you
your stranded youngster) can prove
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continued

buy a new ticket, file a refund application, and then have 1o wait from a month
to a year to be reimbursed for your loss.

You will have less trouble if you bought your own ticket from the airline,
rather than through a travel agent. Your name and number will be In the
computer, and flight personnel can guard against a fraudulent user. This
process—called blacklisting—is not as easy if tickets are bought in a travel
wt'sm.mlfathmmmmamn in, you get no
refund. .

Pay for tickets by check or credit card, not cash. You'll have proof of
purchase, along with numbers and dates. If you pay cash, the airline can track
down the numbers in its computer—If you know when and where the purchase
was made— but it takes longer.

Processing a refund application carries a service charge of about $5 1o §20,
depending on the airline. The cost is deducted from your refund.

The services vary The competition in traveler's checks means you might get faster replacemant

for emergency cash service from one issuer than from another. Overseas, you can get a full
refund —assuming you can produce your check numbers—on American Ex-
press checks from one of its offices during business hours. If the office s
closed, an Avis car-rental branch will give you $100 10 tide you over.

Thomas Cook, whose checks are free at the travel agent's offices and some
banks, has a similar arrangement abroad with Hertz, which will provide an
emergency replacement of up to $250. Visa checks require a bit more trouble. If
you can’t find a local bank that handles them or If it is after banking hours. You
will have to call collect to the U. S.—415 574-7111—and an operator on duty
around the clock will direct you to a local agent who handles emergencies

BankAmerica and Citicorp traveler’s checks can be replaced abroad ot
banks or branch offices handling them only during business hours.

And if your credit cards vanish, your best bet is to call a friend back home. He
or she can phone your loss to the appropriate bank or card company, which will
cancel the cards and mail replacements 10 your home. In some cases, the new
cards will have arrived before you get back.

The U. S. Olympic team’s alternate showcases

The 22nd Olympic Games open in Moscow on July 19 without U. S. participa-
tion, butyoucanseemeofmenmmdmwhowmndhawbmon
hand to represent us compete this summer in several athletic meets around the
nation. Track-and-field fans, for example, can catch the top amateurs on July
16-17 at Franklin Field in Philadeiphia. if you like archery, the national
championships are at Miami University, in Oxford, Ohio, on Aug. 4-9. Swimmers
will compete in the U.S. Invitational meet on Aug. 14-17 in Honolulu, and
bicycle races are planned in September in Los ; '
Meanwhile, fund-raising has dropped off substantially in t

boycott, and F. Don Miller, executive director of the U. S. Oiyrr::lcwc.::v::n:
hashhﬁnwsuossodthattmnqswmmmwtmuwylorm 1984
Olympics in Los Angeles, the committee has an appropriation of $10 million
from the government. But it is on a matching basis: For every $1 of that amount
it collects, the public must contribute $2 before Oct. 1.

To make a tax-deductible contribution, send your check 1 Olympic
Committee, Box TR, Colorado Springs, Colo, 80950, SRR
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Have you thought of the money
yout: could save using the same oil
tv\\/’vec ;)é three different ways?

did. 3

Obviot v, the greater number of
lubrica.  you have to keep on hand,
the mo  it's going to cost you in
storage nd handling.

Bu hatif you had an engine oil
thatal: - erved as a transmission oil!
Orasc v machine cutting oil that
also lut  ~ated the machine itself!

At ' obil we've had years of
experic e producing lubricants
that are -~ uly multi-purpose.
But the altrickisto know
exactly owand - )=
whentc sethem. '

Th: :where our
lubrical n pro-
gramcc esin.
We can  :velop

oneto: ot .
your corr sany'’s

very spe-ialized
lubricati

needs, showing

exactly where =
YOu can double & S
up, even triple up, on lubrica-SS g
tion—with considerable savings:s

. Forabooklet that coversthiSs
Indetail, write W. W. Horine, MOBI
Corporation, 150 East 42nd Street,
New York, N.Y. 10017.

If we can't save you money,
we don't deserve your business.

Mobil

© 1880 Mobil Oil Corporation
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Control Data: Commitied

Control Data people, systems and services are
helping oil producers prepare for the '80's.

I'he search for o

development of wetroleum
resources 1o mx - world’s
growing deman snergy has
always been a n USINESS
but Control Dau hnology
is helping impros ¢ odds.

Image processing  cut the
cost of explorati

Control Data’s N\ IR™

soltware 1s a too OISLs are
using in their se or oil
and minerals, It sts of
more than 40 dif [ image
enhancement aly ms Lo
extract informut Om
Landsat and aer stographs
Unlike many im rOCEeSSINg
svstems, XPLOR sn'l
require a specia cated
Processor. It rur Control
Data’s CYBERNI data
services as well i o ur newest

CYBER 170 Serie-. X systems
and older CYBER 70, CYBER
70 and CDC*® 6000 <ystems.

Seismic processing nd
well-logging — big johs for big
computers

When a likely exploration arcd
has been identified. the
decision as to where to dnll s
usually established by seismic
exploration techniques. Here
the geophysicist must rely on
powerful computer tools
since a dry hole can cost
millions. Huge amounts of datd
must be sifted, edited and
analyzed. Carefully. It’s a job
for the largest and most
powerful computers. That'’s

why Control Data mainfram& |

_ A




to the Petroleum Industry

sors are used
the industry

tor oriented

.. the CYBER

tractng so

and array |
SO extensiy
and why o
super com;
200 series.
much atten

As the well illed data s
collected b 1l

istrument termine the
presence o 1l gas. Control
Datas CYH FT® data
processing s s ollers
special proy that are being
used to gen well logs™
interactivel help

determine whih oil and gas
Z0Nes 1o Prox

Simulation i 11« key to efficient
production and operation

Another con
simulation, 1s
the reservoir

et I|N'II.

cd to model
With this model,
the petroleum engineer can
better estimate the reserves in
Place as well as the most
efficient method of producing
the oil and gas.

When easily obtainable oil has

“en extracted. a secondary
recovery model can be used to
determine where and how
Much steam, water or gas
S,h““ld be injected into the
field 1o enhance recovery.

¥

But creating a two- or three-
dimensional reservoir
simulation is no task for the
average computer. That’s
why several of the world's
largest oil fields are modeled
on Control Data equipment.
Whether on-site or through
CYBERNET Services, these
computers deliver large-scale
computing power that's both
economical and efficient.

we can install, train and even
operate the facility if desired.
And at our Petroleum
Technology Center in Houston,
we've assembled a staff of
petroleum specialists. Through
consulting, training and
technical assistance, they're
helping apply the best and latest
computer technology to the
needs of our petroleum
customers.

Complete packaged
systems and experienced
people for all phases of
oil exploration and
production

We also package our
CYBER 170 Series 700
hardware with software
developed by some of

the industry’s leading
consultants. One of our
exploration packages.

for example, is built
around CGG/GEODIGIT
gravity, magnetics and
seismic software.

One of our production
. I »s FRANL AB Muchof the world's seismic data processing is done on
Pde“‘u S USCS Al Control Data equipment In the seismic section above, @
pseudo-color algorithm of XPLOR was used fo facilitate
interpretation of subsurface structural information.

Consultants’ reservoir
simulation and engineer-
ing programs. And our new
image processing package,
using Control Data’s own
INTERSYS/XPLOR software,
helps companies enter this field
with a minimum investment, All
packages are fully supported—

CONTROL DATA
(G P) CORPORATION

Addressing society's major unmet needs

For further information,

please write: \
Control Data Corporation,
Petroleum Industry Marketing,
HOWO9A, PO. Box 0,
Minneapolis, MN 55440.
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The glassmakers are trying to cool it

Glass is still made in the same old way
that it has been for 7,000 years—sand
and other materials are melted together
at blistering temperatures to turn out
what is in reality a supercooled liquid.
Off and on for years, however, research-
ers have looked for new ways to produce
glass at lower temperatures, since ener-
gy is the most costly component of glass-
making. One approach that worked pro-
duced glass by chemical reactions in
water-based solutions, but the
chemistry was complex, and the
process proved far too costly to com-
pete with conventional methods.

Now there is a resurgence of in-

terest in this “sol-gel"” process, part-
ly because recent advances have
made it more practical and also
because it looks like the answer for
turning out the types of specialized
glass needed for new high-technolo-
gy applications in such areas as
solar cells, fiber optics, and lasers.
Researchers see important new
markets appearing for optical coat-
ings on materials that cannot with-
stand high temperatures. They are
also exploring ways of making ul-
trapure, superstrength glass and
even producing glass from chemical
elements that cannot be made into
glass by conventional technology.
“A lot of people were not paying
attention to [the sol-gel process] un-
til the emergence of high-technolo-
gy applications,” says K.S. Maz-
diyasni, an engineer working in this
area at the Air Force Materials
Laboratory in Dayton.
The low-temperature way. Instead of
fusing the elements of glass with heat,
the low-temperature process begins by
turning these chemicals into water-
based gels. The molecules that will be-
come glass are bound to a water-soluble
polymer similar to a plastic. As the gel
dries, molecules detach from the poly-
mer and react to form glass. When the
gel is heated to 300C to 500C—a temper-
ature far lower than the 1500C or more
needed for conventional glassmaking—
the remaining water and the other ele-
ments that make up the polymer are
driven off. “We're starting at the bottom
and working our way up,” says Bulent E.
Yoldas, a scientist at Westinghouse
Electric Corp., who has continued the
work in this area that he began at
Owens-Illinois Inc.

Yoldas and a handful of other re-
searchers have now overcome a major
obstacle to the widespread use of the sol-
gel process. They have managed to pro-
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duce glass in a solid form. Previously,
the best they could do was to produce a
glass powder that had to be melted
together at high temperatures to form
solid pieces. And Yoldas has found & way
to achieve similar results with elements
other than silicon, the element in sand
that is used to make conventional glass
for windows and glassware.

The ability to make glass in solid form
through low-temperature chemical reac-

Westinghouse's Yoldas: U the new liquid
glass as an antireflective a;tdungcdl coating

tions may open the way to a broad range
of applications in optical coatings. The
resulting gel can be applied by either
spraying or dipping. And when the wa-
ter and other chemicals are driven off by
heating to the 300C range, an optically
clear layer of glass remains. “The real
breakthrough is in liquid application
methods,” notes Yoldas. “Optical coating
is the name of the game, and it's suitable
for mass production of many types of
shapes.”

Antireflective coatings. Already, West-
mg!muse is testing the liquid giyau as an
antireflective coating for solar

taic cells produced by its Advanced En
ergy Systems Div. Without such coat-
ings, solar cells reflect almost 40% of
the light that hits them, vastly reducing
‘t_heu' capacity to convert that energy
into electricity. Until now, solar cells
have been coated by a process known as
sputtering, in which glass is vaporized

by an electron beam in a um, and it
falls as a fine mist on the - w: cell being
coated. That process is o, however,
and not particularly suite Mass pro-
duction. It costs about 20¢ ' - each rated
watt output to sputter on ‘he coating
With liquid glass “we ha  lowered the
cost to less than a penny »  ut,” Yoldas

says, even though mat: . cost as
much as $3 per |b. vs. a | cnnies per
Ib. for conventional glass
While solar cells = to be & hot
[ candidate for the new  .sses, other
! applications are bein, ctively de-
veloped. Battelle’s Co' mbus Labo-
ratories, for example, | & developed
a similar glassmakir, rocess and
is using it to coat t! axs lenses
for lasers to be used an experi-
mental nuclear fusic: project at
Lawrence Livermore - horatories,
a government-funde earch in-
stallation in Livermo: alif,
Later, the low-ter iture pro-
cess may be capahls producing
the exotic glasses f iking the
lasers themselves. S ‘lasses are
distant cousins of o n window
glass but contain rar nents that
help the laser to amj ight. Pro-
ducing such specializs asmes is 8
complex and costly job. ith sol-gel
technology, researcher  <lieve that
they can do a better | distribut-
ing those elements ar intaining
the purity of the materials
“Sol-gel gives you 1 control,”
says one researcher and his
cohorts also believe t! .t some ele-
ments can now be ad of to glass
that could not be included in con-
ventional glass because the sre altered
by high temperatures
Higher purity. The new - ocess also
shows promise for producing the high-
purity glass required for fiber -optic com-

munications systems Getting rid of im-
purities is critical, because they reduct
the ability of the fiber to earry light over
long distances. To get the highest punity
now requires a costly process ;
flame hydrolysis. Here the material 18
passed through a flame as & gas, and the
fine precipitate that is formed is ol
lected and melted into glass

But flame hydrolysis is wasteful of the
pure silicon oxide (silica) used as the
basic material “I think it's safe to s&¥
that 50% of the siliea is wasted,” 58Y®
Robert D. Shoup, a research supervisof
in the glass ceramics department 3¢
Corning Glass Works. He sees this 3
proach being eventually replaced with
sol-gel. One place to produce that ultrd”
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The Case n

equipment ¢
120'x 30" x 4
one talented
demonstrate
the machine
tors around 11

We’ve made a

deep impression.

highly respected by construction

. on six continents. This particular

~p earth sculpture, the handiwork of
stor and his Case loader/backhoe,
orecision and maneuverability of
the number one choice of contrac-

vorid

Butwe produce more than loader/backhoes. Infact, 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
all over the world.

Such impressive performance by Case has made it
the fastest-growing company in the field and the
second largest construction equipment manufacturer

in North America.







THERE ARE
SOME THINGS EVEN
THE TIMKEN COMPANY
DOESN’T KNOWABOUT
TAPERED ROLLER |

BEARINGS.

We've been working hard at perfecting the tapered roller bear-
ing for over 80 years. Finding ways to make Timken® 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 Timken Company is in the process of doubling its re-
search capability. From here on, we'll be devoting more people,
time and dollars than ever before to finding ways to improve the
performance of our bearings.

We'll be learning how to make Timken bearings carry higher
loads. So you don't have to move up to bigger, more expensive
bearings.

\\}'el_"ll be learning how to make our bearings run at speeds
unheard of before. So you can take advantage of their economy in
applications where they weren't practical before. :

And we'll be exploring new manufacturing technology that will
help us keep your bearing costs down by keeping our production
costs down. .

The Timken Company knows you're going to be demanding
more from your bearings in the years to come. We intend to be ready
for you
The Timken Company, Canton, Ohio 44706.

The company that tapered the bearing can taper your

bearing costs.

TIMKEN
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Every12
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

0 Ryerson

an Inland Steel company
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:; n to buy:
v Learjet 25D
passenger miles
gallon of fuel

more reasons:

equivalent 10 eight years of normal
flying — nearly two million miles

in the months ahead. For
specifics, call either Phil Lovett,
whos in charge of U.S. sales, or

3. We've made some Finn Hedlund, who is responsible
a prce  great improvements to for international sales. They're
both at (602) 294-4422.

you're
the airplane. :
Gates Learjet Corp., P.O. Box
Most noticeably, the new 11186. Tucson, AZ 85734. Telex:

And
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Rippling troubles from the farm belt

At the start of the last recession, the
nation's farmers quietly socked away oil-
like profits without much public embar-
rassment over high food prices. But in
this recession, farmers 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 half 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 led 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 farm assets this year
will plunge to about 3%, the lowest level
in two decades.

Pinched suppliers. 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
sales alone are off 27% in 1980, and the
industry has recently been hit with siz-
able layoffs. Fertilizer producers, which
end their fiscal 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 dramatic 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 farm loan rates and money mar-
Jarry Torloralla — BW
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S

ket rates, the rural banks suddenly have
access to more money than they know
what to do with. s
Many farmers, eager to capl on
election-year politics, would like to pin
most of the blame for the quick change
in their fortunes on President Carter’s
January embargo of 17 million tons of
grain bound for the Soviet Union. To be

Costs, rather than prices,
trigger the squeeze.
Income is down one-third

sure, corn 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 most of the
embargo’s impact, reducing its effect on
farm income to only about $1 billion.
Even with the embargo in force, the
Agriculture Dept. expects farm exports
this year to increase 18% to $38 billion.
“I put the Russians in the category of
more interesting than important,” sa
Agriculture Secretary Bob Bergland.
Record crops. The real squeeze on farm-
ers is coming not from prices but from
costs. Last year’s doubling of erude oil
prices totally revamped agriculture’s
cost structure. By spring planting time,
farmers were 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 March,

B SR T
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when most farmers look (v production
loans, interest rates ever ! rural banks
had climbed to 18% — (v = the level of

the year before. During i vious periods
of tight money natior . de, country
banks offered much ch  or rates he-
cause they did not de | on money
markets for their funds ' ing instead
on the normal flow of | iits. But by
the time the latest sque ok hold, the
rural banks had issued : ioads of the
new six-month money ket certifi-
cates, which locked thi nto cost-of-
funds rates of up to 15%

Even though farmers . ckly cut back
on fertilizer and fuel vsr = well as on
their borrowing, their ! production
costs will increase 14% ! - vear, and on
some grains the increas: he closer to
20%. Far from offsc those in-
creases, average prices or all farm
goods are running 6% w the past
year, putting many crop: he red. One
study pegs the average of growing
this year’s wheat erop ! ut $4.60 per
bu., nearly $1 above it's current
market price. And an r estimates
that the cost of growin 1 MOW aver-
ages $2.65 per bu., abou! .2 above the
market price.

Similar average cost-; ratios were
cited three years ago v/ ungry farm-
ers held a series of w. v publicized
tractor rallies to protes: eir deterio-
rating finances. Then, h. - over, the av-

erages were more mis.c . iing because
rapidly rising capital cos's put a severe
squeeze on only a minori' v of farmers:
those who had bought b fi-priced land
and equipment in the holief that the
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Create a year's worth of i
good will
for less than the costofa business lunch.
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! Giving b jifts should be
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You can personalize the
Planner with an individual or
company name embossed
in gold on the cover. You can
include a President’s message, advertise-
ment, announcement, or any other
message on the inside fly leaf. You can
even get the Planner covered in full
grain leather.

To order your 1981 Business Week
Planner and Appointment Book, return
the coupon below attached to your
husiness card or letterhead or call
our Toll-Free Number Or the number
listed in coupon. And start planning on
glving the business gift that means
business.

ORDERING INSTRUCTIONS

4. INDIVIDUAL COPIES of 1981 Planner |
and Appointment Book are $26.50plus |
$2 00 for postage. Add $1.25fcr |
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|
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desk sets with your
corporate logo on the
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achievement. Also
ideal as lifetime
business gifts,
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and in April, normally the month of
strongest demand, tractor sales tumbled
47% — their steepest one-month decline.

But the equipment makers are not
being affected evenly. In May, Deere laid
off 2000 of its farm equipment work
force, while Massey-Ferguson Ltd. an-
nounced that it would close all of its 11
North American plants for two months
beginning in September, idling some
7,000 employees. Both Massey and Deere
are now stuck with receivables that have
swollen in the last year by 48% and
30%, respectively.

International Harvester Co., on the

other hand, started fiscal 1980 in the
middle of a six-month strike by the
United Auto Workers that had shut
down all of its domestic farm-equipment
operations. The strike led to a $479 mil-
lion loss in the first half, and it forced
Harvester to load up on additional long-
term debt. But because it also slashed
the company’s inventories just before
the collapse of the farm equipment mar-
ket, the strike is paying some dividends
to Harvester now: Its receivables and
market share have held steady, and Har-
vester will remain at full production this
vear even if the market does not im-
prove. “Our competitors were shipping
like mad, hoping to beat us during the
strike,” says Stanley F. Lancaster, gen-
eral manager of IH's North American
Farm Equipment Group. “But we
achieved with a strike the inventory
reductions they are now achieving with
layoffs. | wish | could say we planned it
that way."
Fertilizer producers. Farming's troubles
have also destroyed the hopes of fertiliz-
er producers that their 1980 fiscal year
would bring a spectacular recovery from
the financial disaster that began two
years ago when a three-year expansion
program resulted in excess capacity.
Pertilizer profits will still be up more
than 50% for the year, but the indus-
iry’s return on investment probably will
be no more than 10%.

So far, reduced demand has been felt
mostly by phosphate and potash manu-
facturers. Despite a nearly 20% gain in
the first half, phosphate sales are now
expected to be off about 5% for the fiscal
year, and prices for the fertilizer have
dropped 15% in just the last two
months.

The decline in demand also .
tributed to a rift between ph@hh:gm
ducers, many of which export their prod-
ucts through a powerful group called the
Phosphate Chemical Export Assn. The
dispute began last February, when Pres-
ident Carter ordered an embargo to pre-
vent Occidental Petroleum Corp. from
shipping to the Soviets 1 million tons of
Phosphur_lc acid, an intermediate chemi-
cal used in making phosphate fertilizers.
Oxy, a member of the group, had been

allowed to make the deal with the So-
viets on its own, and those shipments of
acid were not part of the ciport alloca.
tion that the associat n assigns jts
members,

More federal help? Initiliv the group
agreed to try to sell the embargoed acid,
even though so: mbers, already
worried about the downturn,
began complaining ¢ was getting
preferential treats h-n Oxy also
started selling the te outside the
organization, it | 10U8 protests
from such membor E. Grace &
I e ——

Machinery and iizer
suppliers are ho it
Banks swimmi money
Co. Eventually thy led to Oxy's
resignation from th m June 17,

How sévere next ownturn will
be on any of the ! rm suppliers
now depends on | commadity
prices rise to cover ! ra’ new cost
plateau. On that are factors
running in agricul or. Having
already put two re crops back
to back, the probal farmers will
have another recor i in 1980 is
somewhat less th last year.
Also, world grain : down 12%
from a year ago, resent con-
sumption rates, t! nt to only &
55-day supply

Short of massive uid, farm-
ing's profitability re inpredict-
able market forces ¢ is growing
certainty among ag economists
that a good many | ~s are in no
position to weather of the cur-
rent fiscal year. Mar ed the 1977
farm recession by livi fat profits
made in the early r by going
deeper into debt, an opt ut was then
wide open because far «rs' equity I
their land was rising ast. But now
growing numbers of farmers have bor-
rowed all they ean on U equity.

As a result, many experts now believe
that farming needs a good recovery next
year to keep the 1.5% average annual

decline in the number of U.S }'lﬂm
from doubling in 1981. In fact, lore
liquidation may already have started n
the corn belt, the region ha]"de_sl hit
because of its dependence on grain an
livestock. Minnesota banker Peterson
notes that as many as five of his ba-?k‘-‘
360 farm customers may be forced into
auction this year, compared with only
one in the last decade. “A lot of fal'mf'ﬁf
have stayed in business because they
could always find credit,” adds Vernod
L. Peckham, a senior vice-president for
Republic National Bank of Dallas. -.Nt:‘ﬁ
they don’t have cash flow to service
their debt, and there isn't a rate 8
can charge that can cover that type
ri“k"I

of
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lowa Beef: Moving in for a kill
by automating pork processing

Just over a decade ago, lowa Beef Pro-
cessors Inc. revolutionized the beef
slaughter industry by establishing low-
cost, highly efficient packing plants in
the heart of rural cattle-producing areas.
By using new, automated meat-cutting
and packaging techniques—with un-
gkilled, often nonunion labor—and by
slashing transportation costs, lowa Beef
Processors (18P) stampeded over its com-
petitors to become the largest U. 8. beef
packer, with 19% of the market. Not
content with that share, the company
intends to capture as much as a quarter
of the market by 1984. But even those
plans are not aggressive enough for the
Nebraska-based management. Having
proven that its strategy works, lowa
Beef is now planning to attack the pork
industry with equal vigor.

A lender's dream. lowa Beef's moves
come at a time when many of its compet-
itors, which are operating with anti-
quated plants and staggering labor costs,
have watched earnings steadily erode in
recent years. The Fresh Meats Div. of
Swift & Co. has performed so poorly that
on June 26 its parent company, Esmark
Inc., announced its intentions to close
down certain units and to attempt to sell
off what remains as a separate company.
And although Armour & Co. made a
profit last year, Gerald H. Trautman,
chairman and chief executive officer of
parent company 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 lowa
Beef. Last year the company registered
earnings of $42.7 million on sales of $4.2
billion, its ninth consecutive year of
earnings gains and an outstanding per-
formance in an industry where margins
are traditionally slim. And Iowa Beef
boasts a 22% five-year average aftertax
return on equity and a 17% five-year
average increase in earnings per share
A new $96 million beef facility, which
starts up next December in Kansas, will
be paid for out of cash flow. And its $300
million capital spending plans for the
next five years could well be financed in
the private debt market. With a 3-to-1
ratio of current assets to current liabili-
ties and a 0.2-to-1 ratio of debt to equity,
Iowa Beef is a lender’s dream.

Iowa Beef is taking that strength into
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Dallas by a group of small -attle feeders.

In Washington, meanwh =, legislation

has been introduced rict any pro-

ducer from controll w ¢ than 25%
the $20 billion pork-processing industry.  of the beef market — 11 1 = Towa Beef
The company, which currently has & will approach when i [ tes its new
small “custom-kill" operation that sup- plant. So while the 1 plans some
plies pork to Armour, now plans to growth through suc! - as offering
expand these operations with a new portion-controlled be \permarkets, |
plant costing some $100 million—a move there is a strong aw in the com-
that is sending chills w the W‘I‘k pany that it cannot to grow in
industry. Although some larger produc-  beef at the rate it past.
ers have modernized, much of pork pro- Lean on bacon. vasing thus
cessing today is in the same state as beef  appears to be a nu rsification.
processing in the 1960s, when lowa Beef  But lowa Beef is it until its
entered the market: It is rife with high-  new beef plant is o/« i« full capac-
cost, labor-intensive plants, some dating ity in 1984 before it wily into the
back 60 years and located in areas where  new business. By tf ampany ex-
agriculture is no longer dominant. “Pork  pects the pork indu ¢ @ven more
has been there for 25 years waiting for consolidated than ame during
someone to automate and upgrade,” de-  the last five years Jler proces-
clares Robert L. Peterson, lowa Beef's sors dropping out o1 vallowed by
president and chief executive officer, larger companies old plants
who makes it clear that this is exactly closing up, the nu rk-process-
what his company intends to do. ing plants in the pped 15%

Towa Beef's moves into pork are fueled from 1974 to 1975, number of |

by more than a simple recognition of an  hogs slaughtered re: mstant.
opportunity to modernize another anti- When lowa Beef « ¢ pork mar-
quated industry. With its new beel ket, it will find itself nst the old-
plant, it will have a facility in every line meatpackers i wwns with a
major producing area not already domi- decade ago in the I« try —Oscar
nated by another company. For years, Mayer, Geo. A. Hor son Foods,
Towa Beef has been under serutiny for and Armour. But | ors in pork
antitrust violations, and it is even now have one significant ige. Unlike |
facing a series of lawsuits brought in  most beef, which is ed and sold

Swift gets an order:
No more fresh meat

plants. But the o

continued to soar, & 1he prald!lﬂ‘
the Fresh Meats [)iv. “ohn A. Copeland,
now says that the co.,any often gavers
to union contract i nds tl'lloa;-;
take a strike that «oo(d spill ové
Esmark’s bottom linc Indeed, in 8%
nouncing his plan for Swift, Kelly e
pointed exorbitant (abor costs 88

come. “Time and again we ,
union and asked for nmm"}::; .
us competitive,” Kelly explal b |
abominable that Swift had to close ®
many plants as it had 0. wiflh
mv::-. Esmark will retain st
extensive line of processed foods—*%
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times more than on fresh meat. But
another route under consideration is a
custom-kill operation that would also
provide processed products as a private-
label manufacturer for supermarkets
and other packers.

If lowa Beef decides to go into pork
with a custom-kill operation, it stands to
benefit from the same strategy that
made its beef operation a success. That
strategy developed out of founder Cur-
rier J. Holman’s notion that there were
more efficient ways to process and mar-
ket beef. After slaughter in rural plants,
fowa Beef ships compact “boxed beef”
cuts to be carved into retail portions at
supermarket warchouses, disposing of
eattle byproducts locally. By eliminating
the truck space and diesel fuel required

to ship carcasses, Iowa Beef figures that
it cuts transportation costs by 25%.
lowa Beef's 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 of its 10 plants. And
although many competitors in recent
years have adopted some of Towa Beef’s
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-day weeks. [owa 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 for
less than the company’s initial offer.
Peterson is prepared to fight now to
keep unions out of the company's pork
plants. “No is a popular word at 18p,” he
boasts.

lowa Beef's reputation for toughness
in its labor dealings is reflected in its
equally tough demands on its corporate
stafl. Salaried managers are required to
work six-day weeks. The company’s
management turnover, however, is low,
and bonuses and salaries are genenr:us
for upper management. “There’s no fri-
volity at 1Bp," says Kevin McCullough,
former lowa Beef marketing research
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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.”
Peterson, 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 con-
spiracy to commit bribery in order to get
the company’s boxed beef 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, Peterson’s 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 involved with the earlier

charges.

Although the company faces no fur-
ther charges, its troubles are far from
over. In addition to the antitrust suits
now in preliminary stages in U. S. Dis-
trict Court in Dallas, Representative

Neal D. Smith (D-lIowa) has im.mduw'd
two bills aimed at preserving competi-
tion in the meat industry by limiting a
single meatpacker’s share to 25% of the
market. Although the new bills have lit-
tle likelihood of passage this year, they
demonstrate the scrutiny under which
Iowa Beef must operate.

Towa Beef"s moves could also trigger a
competitive thrust from other “new
breed"” packers that followed tactics sim-

ilar to lowa Beef's in the be« ' market of
the 1960s, such as Spencer "oods Ine.—
which has already express= nn interest

Orion Capital: A shady ancestry
shapes an insurer’s future

By most measures, Orion Capital Corp.
should not exist at all. Orion emerged
from the funeral pyre of the once high-
flying Equity Funding Corp. of America,
which had pulled off one of the century’s
biggest business frauds. By creating and
reselling phony policies through its prin-
cipal life insurance subsidiary, Equity

in pork—and Cargill Ine.s . 22x1L Corp,
unit. But few doubt that | Heef will
be successful if it sweeps the pork
industry as it did with bes owa Beef
is absolutely driven to be | vest-cost
producer,” says former m ! ¢ ing man-
ager McCullough. “It's 7 to apply
that to the pork business ]
Funding had bilked insurso: companies
and investors out of mi of dollars
over nearly a decade. Wi collapsed
in April, 1973, Equity | 1z seemed
among the least likely o didates to
survive Chapter X in an In fact,
after auditors sifted throuy ' s records,
the $143 million net worl company

ATCO Lid.

has purchased

16,205,517 shares of Common Stock of

IU International Corporation

and has exchanged such shares for approximately 58%
of the outstanding shares of Common Stock of

Canadian Utilities Limited

The undersigned acted us financial advisor to ATCO Ltd. in this transaction
and as a Dealer Wanager of its tender offer for shares of
Il International Corporation in the United States.

LAZARD FRERES & Co.
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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 the 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-
counter basis that
would, in effect, injure
shareholders once -
again.”

Cautious approach. Gru-
ber was appointed to his
job by Equity Funding’s reorganization
trustee. A former director of strategic
planning for Xerox Corp., he was com-
pletely uninvolved in the prior scandal.
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

distrustful of Equity's child
very strong desire

reproach and to keep out
“We want ¢

very,

Gruber says.
thing that could get

‘They’re acting like the g
Adds Stephen A. Crane,
and director of corporate
“Our past has caused us 1

Orion's Gruber: "'We have a very, very strong
to be beyond reproach and to keep out of trou
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seconds away from the famous Zona Rom. re~
nowned for its beatiful shops and ints.
Visit the Anthropological Mwaum.ﬂ\e
Aztec pyramids at Tectihuacan or the lovely:
floating gardens of Xochimilco. Dine on
continental cuisine at £l Tarasco or enjoy a
spectacular dinner show at the Restaurant
Belvedere.
Discover Hotel Conttinental, where the
best of Mexico City Is at your doorstep. Now
part of the Hyatt family of 83 hotels worldwide.

.
. d@ 3 hotels worldwide,
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HOTEL CONTINENTAL MEXICO CITY

call your trovel planner or 800 228 9000




A MESSAGE TO BUSINESS AND INDUSTRY

To make sure that there will be enough electri-
city this summer to meet the needs of all Californians.
we need vour help.

Between noon and 6 p.m., the demand for elec-
tricity reaches a “peak™ which can come uncomfor-
tably close to reducing electrical reserve margins below
necessary levels.

To reduce this peak, we are asking everyone—
commercial, industrial, agricultural and residential
customers alike —to eliminate as much electrical usage
as possible between 12 noon and 6 p.m. This will also
help hold down your PG&E bills. So save energy these
6 ways:

1. Encourage your employees to dress lightly.

2. Set your cooling thermostat at 78° from noon

10 6 p.m. That's a fairly pleasant working temperu
if you're dressed for it.

; 3. Store up the cool air when you can. Try |
cooling your building at night and in the early mos
by opening windows and vents \

4. Attic fans and vents help bring down the
temperature. And your cooling costs

5. Shade the windows with awnings. Block out
the heat with shades and drapes.

6. Save after hours. If possible, shut off your
cooling system an hour before closing. And give it
weekends and holidays off.

PGYwE

Spend less from noon Lo SIX
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€€ An inevitable by-product of modern
society. But garbage doesn't have to go
1o waste.

“Soon, several American cities will
turn waste into treasure, using garbage
recycling technology Bechtel is helping
to pioneer.

"A city’s garbage will be brought to
a central facility, where it will be sorted
and separated. Tons of valuable steel,
tin and aluminum will be recovered.
Combustible materials will be bumed
for fuel.

“Garbage recycling could save
America 120 million barrels of oil a year
by the end of this century. It will also
save acres of precious open space near
our urban areas, space that would
otherwise be needed for landfill sites.

“Garbage recycling is a very com-
plex technology that presents some dif-
ficult engineering challenges. Yet it is
becoming increasingly important in

—
L.

'“
BECHTEL

Professional Engincers-Constructors
Divisjonal Headquarters: San Francisco. Los Angeles
Hotiston. Gaithersburg, Md. London.

another vanishing o6

“Environmental engineerin
an important part of Bechtel's ¥
A cleaner environment won't ¢Of
casily, but with careful planning
engineering, it can come eventudl

“For more information about
please write Bechtel Info
Box 3965, San Francisco, CA 941

ecnt




This anno nt s neither an offer to sell nor a solicitation of an offer to buy any of these Securities.
The offer is made only by the Prospectus.

$250,000,000
st. Regis Paper Company

$150,000,000 10% Notes Due 1990
$10 1.000,000 10%% Sinking Fund Debentures Due 2010

Interest payable June 15 and December 15

Prices
Notes Due 1990 99%% and Accrued Interest
Debentures Due 2010 99%% and Accrued Interest

Copies of the Prospectus may be obtained in any State from only such of the
undersigned as may legally offer these Securities in compliance
with the securities laws of such State.

HORGAh: STANLEY & CO.
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servative in conceiving our horizons. We
don’t want people to think we're wheel-
er-dealers.”

But Gruber’s critics claim that he has
gone too far: He has not been enough of
a dealer for his company’s own good.
Since its birth, Orion was under & man-
date for massive change. Acquisitions
were imperative, since the tax-loss car-
ryforwards from Equity Funding could
not be applied legally to earnings from
the two life insurance companies.

Thus, in 1977, Gruber made the first
of two major restructuring moves: He
sold one of the two life insurers, Seattle-
based Northern Life Insurance Co., for
$525 million in cash, which he used
partly to pay down $39 million in bank
debt that Orion had acquired from Equi-
ty Funding. In March, 1978, Orion then
purchased a property-casualty insurer,
Security Insurance Group, of Hartford,
for $63.4 million in cash, notes, and war-
rants. Property-casualty insurance in
1979 contributed 61% of Orion's $210
million in revenues and slightly more
than half of operating income from in-
surance before interest and overhead.
Hasty moves. In some ways, these
changes have brought impressive re-
sults. Orion's earnings of $14.5 million
last year were more than double those of
its first year after the reorganization.
This has helped push Orion’s common
stock, valued at $4.50 a share on the first
day it traded, to a recent price of about
$14. The stock must rise much more to
fully compensate Equity Funding’s share-
holders who were given one share of
Orion for each $88 they claimed to have
lost on their original securities. Un-
doubtedly, the holders who, on the first
day of trading, dumped 153,000 shares,
rue their decision.

Although earnings have advanced
sharply, outsiders contend that Orion's
growth has not gone far enough. Gruber
has made at least five modest offers to
acquire smaller insurance companies
over the past year and a half, but he has
b_een outbid in every case. Similarly,
since early 1979, Gruber has been look-
ing for a significant acquisition outside
the insurance field. Yet his proposals to
buy all or most of three other companies
were unsuccessful as well. As part of his
conservative stance, he is unwilling to
effect a hostile tender.

As a result, Gruber has not caused
nearly enough growth to absorb the tax
credits. “He’s had since 1976 to work on
it, but much of that money is going down
thedraininlixm:hs,"mmm.

utive who has followed Orion. “That's
silly planning.” The carryfor ards also

have helped attract three inf - 1al bids
by Shearson Loeb Rhoades | 4¢ bro-
kerage, to aequire Orion :ruber's
rejection of those hids ha d some
shareholders. Even befor CArSON
bids, three of them had .k« v full-
page ad in The Wall Siro wal to
protest Gruber’s failure 1o « nerger
proposals. A fourth sto er last
month announced he was ' 1o file

Orion may be unallc  use
$16 million of $33 n. n
In tax-loss carryfor. s

proxy materials calling for election
of a new board, Even if Gr srevails,
Orion’s continued independ [ uncer-

tain. Suggests one insur; dustry
observer: “A hostile tende | come
out of the blue at any tir 'rion is
walking a tightrope.”

Gruber argues that his p ul to be
implemented carefully to naking
poor acquisition decisions 1o use
the tax credits. But becau s paid
down debt and increased « he be-
lieves that Orion is in a bet’ tion to
make a large acquisition | closely
related felds as consums nee or
savings and loans.

No gambling. Gruber hope wnd as

much as $100 million - s f it by

yearend —to make such sitions,
with the ultimate goal o ding as
much as half of the compan; revenues
from Orion's noninsurance oporations il‘l
five years. Inflation-fattenc! claims in
property-casualty insurance 10 borrow-

ing on life insurance policies huve made
both businesses less profitable. Gruber
wants to take advantage of the invest-
ment portfolios that subsidiaries man-
age hy placing an inereasing amount of
those funds in stocks of companies that
Orion may try to acquire.

In question is whether Orion’s con-
servatism will block its success. Gruber
has already turned down a suggestion
from one shareholder to buy into the
gambling industry because of Orions
commitment to shun anything that even
hints at possible shenanigans. And al-
though Orion’s debt, at $40 million, now
stands at just 35% of total equity, Gruo-
ber feels he must avoid increasing it sub-
stantially, again because of his concern
for the company's reputation for sound-
ness. “We keep trying to downplay our
heritage,” he says. =
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WANAGEMENT

How a new chief is turning Interbank inside out

When a corinany’s market share erodes
g that it loses its No. 1 spot in its indus-
Jly time for a new chief

try, it 16 ©

with & new .pproach to take over. But
the new heod has to walk a veritable
mine field v *rying to regain the compa-
ny's origin:| momentum, If he changes
things slow = he can be left with a man-
agement te 7 Lhat is uncertain about its
futnre and unwilling to act until it
peceives cli nd unequivoeal direction.
If he shake things up quickly, morale
ean be dev: wd

Those w he options facing Russell

E Hogg w! . he assumed the presiden-
cy of Inter Card Assn. last Febru-
ary. In 197 Interbank, the umbrella
organizatio r MasterCard, fell into
second pla ehind Visa

hoth in do olume and

number vrdholders,

and Interh board was

clearly pu ¢ for some
'(h.u]gl"h i {-\w | pro-

pounced H has made

his chany with such
l lpﬂ't{ tha ople both

within an ude Inter-

bank are ring what

hit them, | ethod get

wmwantad v oul as

guickly as hle, got &

Dew tenm ard almost

smultaneo and then

mstitute w v eweeping

changes tha ple are too

busy reor ng them-

®lves Lo g pressed. As

Be puts it * ulternative

of dropping shoe today

and anothe norrow did \

Bt make s e
The moves he last four

Ronths, Hoy a former

Maemillan mxecutive

'h() alwo hak --‘-h{ \'r.n'

eriency American Express Co's
Card Div. has turned Interbank inside
ot 11’ hl.l.

2 Rl_'drawr. the organizational chart, in-
wriing horicontal reporting lines into

¥hat had been 3 classic vertical hiw-
Ch} The am s o enoourage mmmﬂﬂl'
Rion, particularly about international

: i-l.m"! sveral of the support divisions

% 8t Louis, where they are being con-

under Lawrence J. Szambelan,

3 newly hired senior vice-president for
:"“um; .

Abalished all high-level positions in-

M with internstional affairs, mak-

"R internationa) responsibility part of

e t's job.

| MANAGEMEN T

® Eliminated all people involved with
drulrnmmg up new U. 8. members. Hogg
believes the domestic credit card market
is already saturated.

® Summarily fired eight high-level offi-
cers of the company, giving them just
enough time to pack their things and
contact the outplacement firm he re-
tained for them.

Now, Hogg's new executive team is in
place. But even with a new team and
new directions, it will be no easy task to
turn MasterCard back into the front-
runner. The vast majority of card-issu-
ing banks in the U. 8. already issue both
MasterCard and Visa, but Visa appears
to have a clear lead in forging a cohesive
international identity. Before National

e Mate

For Interbank's Hogg, the challenge is to best an aggressive Viss.

BankAmericard Inc. chang?d its name
to Visa in 1977, it had been issued under
22 names around the world. Now its
image is consolidated under the Visa
jogo. MasterCard, by contrast, is not
only suffering from a frgg_mented identi-
ty among affiliates and joint ventures in
Europe and Asia, but it is still struggling
with ways to persuade its U. 8. members
that the name-change from Masﬁr
Charge implies broadened usage for the

wm's ml.l‘kEt a few ):Eﬂ.l's ago,
it:‘m i iately shpped with a suit
trom Cit charging that it "8
infringing on its own members

Visa, which avoided similar suits or dis-
affection from members by issuing its
checks through its member banks, has
had a relatively smooth entry into that
market. Although Citibank recently
dropped its suit, clearing the way for
Interbank again to pursue traveler’s
check revenues, the MasterCard agency
has a lot of catching up to do.

The same holds true for Interbank’s
attempt to move MasterCard away from
being exclusively a credit instrument.
Hogg says he is giving top priority to
developing a “debit” card that allows
fund transfers and payments rather
than credit. But the Visa card has been
doing double duty in this area for some
time. In fact, Dee W. Hock, Visa presi-
dent, seems singularly un-
perturbed about the threat
of competition from the
“new” MasterCard. “No-
body has reached a stage to
be able to compete with
Visa on a worldwide pay-
ment system,” Hock
states. And even Hogg re-
luctantly admits that
“Visa developed sophisti-
cated products and knew
how to sell them.”
Consultants. Clearly, Hogg
felt that the only way he
could infuse such knowl-
edge at Interbank was by
making a clean sweep of
the talent in place. Al-
though the firings were
sudden for the released ex-
ecutives, none of whom
could be reached by BUSI-
NESS WEEK, they were by
no means impulsive moves
on the new chief’s part.
Shortly after joining Inter-
bank, Hogg called in con-
sultants from Coopers & Lybrand Inc. to
evaluate the existing staff to see wheth-
er it could fulfill his requirements for
strong international marketing and new-
product development skills. Apparently,
as soon as the eight executives got the
thumbs-down sign from c&L, Hogg be-
gan searching for their replacements.
The result: Scarcely three weeks after he
lowered the boom, a new executive team
had been formed.

Brian W. Smith, senior vice-president
for legal affairs, remains one of the few
familiar faces. F. David Brangaccio, for-
merly a Coopers & Lybrand consultant
who did work for Interbank, has already
come on board as senior vice-president
of planning and administration. And
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within a few weeks, George J. Fesus,
pow 8 senior vice-president at American
Express’ Card Div., will assume the post

support of Interbank's 27-member
board, all of whom seem to believe such
changes were long overdue. Hogg's

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.

Upgrading. Evan H. Housworth, who un-
til February was chairman of the board,
confirms that “we obviously hired a new
president 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 chairman, says: “We wanted
someone heading our organization who
would solidify our market in the world.
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 just so much wheel-spin-
ning. He says he called together nearly
all of Interbank’s 200-or-so employees,
explained the reorganization 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 market.” s

as financial advisor to Halcon Intermnational, Inc. ri

of senior v~ -president of marketing. predecessor, John J. i

Hog m «= no bones about wanting  step down by choice. legtc::’dig?;
to institute « higher degree of “profes- admits that he intended to stay until he
sionalism’ . :h_.- running of Inter- was 60, Instead, he is now serving out a
pank. In he is borrowing a page three-year contract as a consultant to
from class usiness textbooks in his Interbank. “This is the era when heads
new Setu; ¢ four senior vice-presi- of companies are fired whenever some-
dents have n formed into an execu- thing goes wrong,” he says bitterly. Rey-
tive counc t will meet regularly with  nolds deseribes himself as a “people-ori-
him for p T and ﬁ!hliﬂuil}’. ented” manager, and says Hm relies

But app v he is also hedging his  heavily on “management techniques.”
pets. Desy he implied slap at himself
and his oo oam, Hogy readily admits 1N Hogg's reorganization,
that peop » wee association work as  elght top executives
a lifetime r may not be the shakers were wmmaﬂ]y dismissed
and move it a floundering associa-
tion need: he is currently scouring  Not surprisingly, Reynolds believes the
the empls t market for a rotating massive executive firings in June were as
eadre of o t four young MBAs who unnecessary as his own dismissal. “Some
would com s short-term semi-turn-  of the people who are now not there were
around a | want people who will  excellent employees, and I think they'll
stay no le ; 1% months but no more  be missed,” he says.
than thres ., who want exposure to But board members and outsiders who
strategic ing and internstional have been close to Interbank disagree.
marketing want to work with Robert F. Martin, head of Coopers &
banks,” H .v% “These are the peo- Lybrand's search division and the man
ple whos ¢ ohjectives go far be- who found Hogg for Interbank, recalls
yond the | ney of an association.”  that at the time of instituting the search

The ni .nization has the clear board members told him they “weren't

L]
| Halcon International, Inc. ||
has sold 1ts interests
in the
. .
Oxirane Companies
1o
- .
Atlantic Richfield Company
I'he undersgned acted
i these transactions.
~ .5‘ nl ‘
LAZARD FRERES & Co.
— —————

B
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we’re importing
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 inflation
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 will 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?

WARNER & SWASEY

A new Gradall G-660 excavator assists with
streel repairs in Timonium, Maryland. The
contractor used versatile Gradall excavators
for initial land clearing and then to build
streets, storm drains, sewers and sidewalks.

Productivity equipment and systems in machine tools, textile and construction machinery
1980 THEWARNER & SWASEY COMPANY  Executive Offices: | 1000 Codar Avenue Cleveland Ohic 44106
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CARTER WANTS OUT OF THE GRAIN BAN

The Carter Administralion is beginning
1o agonize over its politically risky Janu-
ary decision blocking U. S. grain ship-
ments to the Soviel Union until the
Russians pull out of Afghanistan. De-
spite month-long resistance by National
Security Adviser Zbigniew Brzezinskl,
the Administration recently gave U, 8.
grain traders the go-ahead to use for-
eign subsidinries to ship non-American
grain to the Soviets. Now U, S, officials
are dropping hints of a further relax-
ation of the ambargo late this summer.

“We are approaching the point where
the original [U. §,) policy and the cir-
cumstances that gave rise to that policy
are clearly going to be open for
review," says Lynn Daft, a White House
agriculture expert. “There is a new crop
here and & new crop In the Soviet
Union. Foreign nations agreed 1o help
us for a period of time, and we are
approaching an end to that [period].”

Whaether the embargo s heavily mod-
ified or dropped depends largely on the
Soviets, who have yet to make & con-
vincing gesture In reducing lensions in
Alghanistan, But with farmers furlous
over the eoffect of the embargo In
depressing domestic grain prices —and
with U_ S allies increasingly reluctant to
g0 along — Carter is groping for a face-
saving way out

After announcing his January embar-
g0, the President asked U.S. grain
exporters not 1o sell the Soviets third-
country grain through foreign affillates,
and the companies complied. But the
Administration's Apr. 30 decision to
honor the fifth year of the U, S.-Soviet
grain agreemant by aliowing the sale of
8 million metric tons of U. S. corn and
wheat sparked a new debate.

In heated discussions, the State and
Agriculture Depts. successtully argued
that it was discriminatory to permit
American companies 10 ship U. 8. but
not Canadian and Australian grain and
hat U, S. exporters were losing busi-
Ness. “The biggest obstacle,” says one

. “was Brzezinski's resolve that
this would be interpreted as a weaken-
g of the embargo policy.”

even after Carter agreed 1o permit

&on or change in our policy.”
But, in fact, political pressures are

growing on Carter to do just that.
Unhappiness with both the economic
downturn and the embargo has sent
Carter’s stock plummeting in the farm
belt, which is looming as a battleground
in the Presidential campaign. The
American Farm Bureau Federation and
the National Farmers Union are lobby-
ing for an end to the embargo. A bipar-
tisan group of 32 senators, led by Rob-
ert J, Dole (R-Kan,) and Thomas F.
Eagleton (D-Mo.), is pushing for legisia-
tion to repeal the embargo outright.
And soybean producers, who would be
axcluded from the newest approved
grain sale, are appealing to Brzezinskl's
National Security Council to be allowed
to sell the Soviets 700,000 metric tons

of soybeans.

For now, Administration officials em-
phasize that Carter has made no deci-
slon to alter his embargo policy beyond
allowing third-country grain shipments.
According 1o one official, the Adminis-
tration intends to wait until August or
September before taking any more
steps. By then the U.S. will have a
much firmer idea of how big the Soviet
grain crop will be and whether the Rus-
sians will need to make major addition-
al purchases. Moreover, the boycotted
Moscow Olympic Games—a continuing
ieritant 1o U. S.-Soviet relations—will
be over by Aug. 3.

Already, just the glimmer of hope
that the embargo policy might be loos-
ened has helped firm up the U. S. grain
market, Immediately after the u.S.
allowed the resumption of third-country
shipments, wheat prices soared nearly
8¢ per bu. on the Chicago Board of
Trade. Occidental Petroleum Corp.,
whose agreement to ship 700,000 tons

considering asking for its own third-
party s t to ship phosphates

from Tunisia, Morocco, and Mexico to

mmmbdﬁsklmcmerbsmal.
having raised expectations with hints of
a more relaxed export policy, he may
hlvcloduhdlthertdmnopeslntm
tall If the Soviets do not relent on
an. Should that happend the

tion's trial balloon—and any
Admmcmer may have had for sal-
votes in the farm belt—may be

quickly deflated.

Capital wrapup

PEOPLE: Robert A. Charple, a New
England energy executive, is in line 1o
be named chairman of the new $20
billion Synthetic Fuels Corp. Charpie is
president of Cabot Corp., a Boston-
based oil and gas company. Earlier
Administration efforts to tap a well-
known chief executive to head the syn-
fuels corporation were unsuccessful:
Both Irving S. Shapiro, chairman of Du
Pont Co., and Charles F. Luce, 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 over a plank in the Dem-
ocratic platform calling for an eventual
phaseout of nuclear power. Carter
forces argue 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 future. But Reagan par-
tisans, led by Representatives Carroll
A. Campbell (R-5.C.) and David A.
Stockman (R-Mich.), are preparing a
report alleging that a shutdown of
nuclear reactors would lead to brown-
outs and blackouts. After the July 4
congressional recess, the pair will intro-
duce legislation to prohibit the phase-
out of any energy source if the result
would create low electric capacity
reserve margins in any region. Nuclear
industry representatives, who want to
keep a low political 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 campaign
proposals. Alan Greenspan, previously
chairman of the Council of Economic
Advisers, has agreed to head a budget
advisory committee for Reagan, Others
in the group are Caspar W. Weinberger,
former Health, Education & Welfare
Secretary, and Paul H. O'Neill and Don-
ald Ogilvie, former officials of the Office
of Management & Budget.
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Gearing the tax system to growth :

In this summer before the 1980 elections, taxes have
suddenly emerged as a white-hot issue. In part this is
because the recession is biting far deeper than the
Administration or Congress and unemploy-
ment is rising faster than any elected official thinks the
system can tolerate. In part it is also a product of the
old philosophy of buying elections by returning their
own money to taxpayers. But this emotional response
hides two real fiscal problems the U. S. economy faces
next year:
® On Jan, 1, new taxes will go into effect taking an
additional $47 billion out of the economy unless Con-
gress acts. This fiscal drag will worsen the recession
and impede recovery.
® Despite the recession, the fight against inflation has
not yet been won. Because of increasing wages, the
underlying rate of inflation will hold close to 10%
regardless of what the consumer price index reads.
None of the tax programs being proposed addresses
these problems. Rather, they continue the obsolete
approach of cutting taxes to stimulate demand. The
Republicans would cut income taxes 10% across the
board. The Democrats are talking about cuts concen-

_ trated in the lower brackets. Either proposal would set

off a new and more virulent round of inflation, weaken-
ing the competitive position of the U.S. in the world
economy and putting a damper on saving and invest-
ment.

What Congress has to do is adjust the tax structure
for this fiscal drag and not pass it off as a tax eut. First
priority has to be to offset the increase of $16 billion in
Social Security taxes, $15 billion from windfall profits
taxes on oil companies, and $16 billion from “bracket
creep” in the personal income tax. All these increases
would be piled on top of a tax structure that already is
so high it would generate a $30 billion surplus if the
economy were running at full employment levels.

Tax adjustment at this time should consist of three
remedies: a change in the tax treatment of depreciation

of fixed assets, reduction of capital gains taxes, and
some sort of offset for the burden that the rise in Social
Security taxes will impose on wage incomes. The object
should be to encourage investment and soften the
impact of payroll tax increases before they trigger huge
new wage demands.

Stimulating capital spending is a precondition of
economic growth in the U. 8. As a start in this direc-
tion, business should be allowed to use some version of
the so-called 10-5-3 depreciation schedule in estimating
taxable income. That is, it should be able to write off
the cost of real estate in 10 years, machinery in 5, and
light equipment in 3. The immediate costs would be
low—$3 billion to $5 hillion in fiscal 1981, But within
five years, 10-5-3 would make an additional $50 billion
a year available for investment.

The capital gains tax should be repealed or reduced to
a very low rate for the simple reason that in a time of
inflation it amounts to confiscation of ecapital and a
penalty on investment. As an additional incentive for
investors, interest income and dividends should be enti-
tled to the 50% limit on bracket rates that now applies
to salaries.

The $16 billion Social Security tax increase now
scheduled to take effect next year is a two-edged sword.
Not only will it depress demand, it is highly inflation-
ary because it reduces take-home pay and inflates wage
demands. The long-run answer has to be a careful
revision of benefits and finances for the whole system.
There is no hope of doing this by next January. And so
Congress should provide temporary reliefl —for not
more than two years—by allowing an offsetting credit
against personal income taxes.

There is no need and no excuse for big, personal
income-tax cuts designed to put loose money into the
voters' pockets. But there is an urgent need for tax
revision that will lighten the load on investment at the
same time that it spares the economy the shock of a
massive increase in 1981,

Steering the dollar through a policy turn

If the U. 8. is going to check the economy’s downward
swing, it must relax monetary policy as well as reduce
the fiscal drag of the budget. To do this, it will need
some wise management by the Federal Reserve and
some help from its allies and trading partners.

The Fed took a long step toward effective money
management last October, when it decided to use the
growth of money aggregates rather than interest rates
as its principal guide. But now, as the economy slides
down, the Fed is not achieving even its minimum target
of 4% annual growth in money supply.

To give the country adequate money growth, the Fed
will have to achieve the target, and that will mean
pumping reserves into the system. In doing so, it may
well drive interest rates down. Instead of letting the

114 BUSINESS WEEK: July 14, 1880

drop trigger a run on the dollar, the industrial countries
of the world should take steps to coordinate their
monetary policies and reduce their interest rates.

At the recent summit meeting in Venice, West Ger-
man Chancellor Helmut Schmidt and other world lead-
ers voiced the fear that the U. S. would drag down the
rest of the world by failing to recover soon enough. If
this is anything more than generalized grousing,
Schmidt should be willing to back it up with German
monetary poliey.

The European central banks must take action that
permits the Federal Reserve to concentrate on promot-
ing growth of the money stock rather than shielding the
w. Otherwise, they may make their fears come .
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RCA improves color TV
with an electronic
“fine tooth comb”
that separates
color from detail.
And enhances both.

The Dynamic Detail Processor-a
tiny solid state comb filter device with
a computer-like “memory” - is producing
sharper and clearer color TV pictures than ever
before in RCA Limited Edition ColorTrak TV sets. By
electronically separating the signals responsible for color
and picture detail, the comb filter allows both signals
to be fully processed by the set. As a result, minute
details take on remarkable new definition and clarity,
while color streaking and crawling edges (like those
on checkered sport jackets) are virtually eliminated.
RCA color TV sets are the first to have this solid state
X marvel of technology designed into them.
The Dynamic Detail Processor is a product of
ACA Research - the kind of dedicated research that
" has been a tradition at RCA for over sixty years.
Today, many years after Nipper started listening
**I 1o His Master's Voice, research and
_ development of electronic products are
“ 'L, funded at the highest levels in our
- company’s history. Our commitment
is as it has always been, to the
advancement of technology - 1o
the creation of imaginative, but
practical, products that
expand the human
'" hOrzZon. ¢ ACA Coporaen
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What makes Tandem run

Tandem Computers Inc. has to be one of
the biggest success stories around —even
in the fast-rising minicomputer industry
where dramatic growth is sometimes
taken for granted. In June the Cupertino
(Calif.) company shipped its 1,000th
computer, just four years after deliver-
ing its first system. The company is
growing at 100% annually, with reve-
nues now running at a $100 million
annual clip.

While Tandem's unique, single prod-
uct still has no direct competitor, the
young company’s wild success is due
equally to its unorthodox management
style, which provides everything from
Friday afterncon beer parties for its
1,100 workers to a sabbatical every four
years and stock options for every em-
ployee. This “people-oriented” manage-
ment style emphasizes complete infor-
mality, peer pressure, and open commu-
nications. There are few formal meet-
ings or reviews, and the management
team and organizational structure is al-
ready in place for a $500 million-plus
operation. Industry experts, in fact, ex-
pect Tandem to reach easily its revenue
goal of $500 million annually by 1983,
Reliability. Tandem's present prosperity
is built on a “fail-safe” computer that
will not lose data if any part of the sys-
tem goes down. While other fail-safe
systems usually require a redundant,
hack-up computer that lies idle unless
the on-line system fails, Tandem’s com-
puter design allows dual central proces-
sors to share the data-processing work-
load and to take over the entire job
should one break down. The system’s
reliability makes it especially attractive
to banks, airlines, and other businesses
where lost or interrupted data means
lost revenues.

Without varying its management
style, the computer maker has broken
through the difficult growth transitions
that any young company must pass.
“Tandem has done very well at getting
over the management plateaus at $3 mil-
lion and again at about $50 million that
affect growth,” notes David E. Gold, a
Saratoga (Calif.) consultant. And in the
year ended Sept. 30, 1979, Tandem came
within 1 million of the sales projection
made in its 1974 business plan, boasts
Thomas J. Perkins, Tandem's chairman
and a partner in Kleiner, Perkins, Caul-
field & Byers, the venture capital firm

that provided the company with its ini-
tial seed money.

“When you get above $5 million, it's
hard for a person to manage everything
like a mother hen,” say Gene M. Am-
dahl, founder and now chairman emeri-
tus of Amdahl Corp. “As the company
grows,” Amdahl says, “it's easy to lose
the entrepreneur’s vision of what the
company should be. But I don't believe it
absolutely has to happen.”

Neither does James G. Treyhig, Tan-
dem’s co-founder and president, who fig-

Loustaunou, and James A. Katzman
vice-presidents —worked at the Pu
Alto computer and instrument mal
before forming the company. "W
learned at wp,” says Katzman, “
we've extended that philosophy here
At Tandem, for example, employ
have neither the time clocks nor ¢
name badges usually found at oth
high-technology ecompanies in Calif,
nia's Silicon Valley. And its worke
have flexible hours, a swimming [«
that is open between 6 a. m. and 8 p n
a volleyball court complete with locks
room and showers, and an open-do
policy that invites employees to drop i1

—— —
A “people-oriented™ management: President Treybig (center) at Tandem's pool.

ures that his company will need its peo-
ple-oriented management philosophy
more than the latest technology to con-
tinue to grow at its current pace. “The
human side of the company is most
important to make the £1 billion mark,”
declares the 39-year-old executive. Trey-
big says that he has “100% disposable
time” with which to work on people proj-
ects such as his new chart of 100 man-
agement concepts that he uses to guide
the company. The chart emphasizes such
notions as pushing responsibility down
the employee ranks to develop managers
faster, hiring the best person rather
than the cheapest, and promoting from
within.

The genesis of Tandem's management
philosophy comes from Hewlett-Packard
Co., which is not too surprising, since
Treybig, along with the other three
founders— Michael D. Green, John C.

for a talk with their managers anytime
“It's a lot of physical things,” says
Katzman, “but more important is our
attitude that people are responsible
adults and our willingness to spend mon-
ey to keep people happy.” One example
of that corporate largesse is the six-week
sabbatical — with full pay—that all em-
ployees are required to take every four
years. This month, too, Tandem employ-
ees will vote on future benefits, choosing
from among increased medical coverage,
a retirement plan, profit sharing, or
vacation privileges at resort condomini-
ums the company would acquire.
Low turnover. So far, Tandem's people
philosophy has paid off in more than
soaring revenues. “The company is able
to attract really excellent people in [a
geographical] area where it is supposed
to be hard to get them,” says Edwin B.
Costello, an industry analyst with Sutro




0., & San Francisco brokerage house.
| once employees join the company,
apparently stay. Katzman claims
over runs 8% annually, far lower
the industry average of 23%.
ndem’s reputation for hiring top
oyees who stay is no accident, ac-
ng to the company. Job candidates
iften called baek three or more times
terviews lasting several hours, And
rv offers are never made until a
1t accepts a job. “They've got to

le they're not just coming for the
ney,” declares Treybig.

'he company prefers to hire experi-

od people because they require less
iining, but even these people have to

+ indoctrinated in the corporate cul-
ture. And that is no easy task at Tan-
lem, which is growing so fast that the
average employee has been with the
company for only six weeks. Treybig per-
sonally participates in most new employ-
e¢ orientations to spread the manage-
ment gospel. And he uses peer pressure
to inculcate recruits in the Tandem way.
For example, a group of assemblers from
the factory floor recently walked into his
office to complain about their manager.
“{The manager] soon left because he
didn't look on people as people,” Treybig
says. “Now everyone knows that that
mistake was fixed, and other managers
will see that if they don’t do what's
right, they will be fired.”

Indeed, decisions are made informally,
and executives get together in sponta-
neous meetings as problems arise. Ad-
mits Chief Financial Officer Loustau-
nou: “We have no scheduled reviews of
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Informal: Co-founder Katzman
at a weekly party; lively action
on Tandem's volleyball court.

things like progress reports.”
So far, the company has man-
aged quite well without formal
meetings. Outsiders often note
that communications among
the top executives flow as freely
as the beer that is served every
Friday afternoon. “If you ask
the same question of several
managers, you always get the
same answer,” says Alvin C.
Rice, a Tandem director.
Tighter control. Not everyone,
however, is impressed with
Tandem's management style.
“Tandem's founders thought
that HP had too many meetings,
too many memos, and too much
management,” recalls John V. Levy, a
former Tandem engineer now working
for Apple Computer Inc. “My impres-
gion,” he says, “is that they did a total
flip-flop.”

Treybig recognizes that, as Tandem
grows into a large company, ad hoc deci-
sion-making will not suffice. So he is
instituting more controls. In accounts
receivable, for example, Loustaunou says
that the company has grown too large
for all of the top managers to be involved
with each problem account. “A year ago,
we had maybe 10 problem accounts,” he
says. “Now it is 30 to 40, and it is more
appropriate to have our people tell us in
writing the status of their accounts.”
Similarly, while the company still has no
wage or salary structure, Loustaunou
notes that it is only a question of time
before formal review procedures are es-
tablished.

But that does not mean that Tandem
lacks controls on company operations,
The company has rigid procedures for
implementing production controls, cost
standards, quality control, and manage-
ment reporting systems. To handle these
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jobs, Tandem has eight separate in-
house computer systems. “They have an
informal management style imposed
upon a very organized and disciplined set
of business standards,” says Rice. “You
can't have their kind of growth without
having those in place.”

Treybig and his colleagues spend long
hours preparing the company for the
soaring growth they expect in the next
few years. For instance, the executive
team includes 14 vice-presidents, more
than the company currently requires but
necessary if it makes in three years its
goal of $500 million in annual revenues.
To handle that size company, Tandem
has realigned its top management. Five
management teams were given responsi-
bility for marketing and production on a
geographical basis.

The question remains, however,

whether Tandem's Non-Stop computer
can continue to be a nonstop success.
While the Non-Stop still has no direct
competition, Digital Equipment Corp.
and several other companies are report-
edly developing competitive systems. But
industry observers predict that Tan-
dem's rivals will have a difficult time
duplicating the company’s software de-
velopments in less than three years.
“You can't have a baby in a month by
making nine women pregnant,” com-
ments analyst Costello.
Confident. Treybig is even more confi-
dent of Tandem's ability to weather any
competitive storm. The only inhibiting
factor on Tandem's growth now, Treyhig
says, is the reluctance of some customers
to buy computers from a vendor that has
only $100 million in sales.

To raise his credibility with both cus-
tomers and Wall Street, Treybig is run-
ning the company on a debt-free basis.
But to do this and still grow at 100%
annually means that Tandem has had to
sell additional stock on a yearly basis. As
a result, the number of shares outstand-
ing has increased more than tenfold in
the past five years to 5.2 million shares.

But James R. Berdell of Montgomery
Securities in San Francisco peoints out
that Tandem’s price-earnings ratio of 36
is the highest of all of the technology
stocks that he follows and almost double
the computer industry average. For
Treybig, such success is merely part of
his long-term plan. “I never started Tan-
dem thinking only of a $100 million com-
pany,” the brash executive exclaims. “To
build a $10 billion company where people
loved to work would be a start.” =
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