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he House Public Works Commit-
tee is hard at work on a draft bill
an truck safety. As FLEET OWNER went
to press, It appeared that the bil
would be essentially similar to one
passed by the Senate in April, though
the House stil had problems with
amendments that were added on the
floor of the Senate. While the commit-
tee staff is apxious to have a bill
passed belore Congress adjourns in
October, it now seems unlkely that
the bill will pass,
The Senate bill basically sets out
guidelines for the Department of
Transportation to apply rules that bet-

Truckers hear of
future regs at ITS

New heavy truck noise-emission
regulations will significantly in-
crease the weight and purchase prices
of new vehicles, said Larry Strawhorn,
engineering director, American Truck-
ing Assns,, as he discussed new and
proposed federal regulations with
fleetmen at the California Trucking
Assn.’s 23rd annual Safety Congress
and Maintenance Institute.

The three-day CTA program was
held in conjunction with the Interna-
tional Trucking Show in Anaheim,
Calif., on July 23-25.

Strawhorn went on to say that the
75-dBA exterior-noise-emission level
that will be required of new trucks in
1985 is expected to add an average of
410-b, to the over-all weight of the
vehicle, and $1,300 to its purchase
price. In addition, he said, the quieter
trucks will cost $300 to $400 a year
more to operate because nojse-sup-
pression devices will make mainte-
nance more difficult.

New trucks currently must meet the
B3-dBA noise level requirement that
took effect in 1978. In 1982, that
requirement will tighten to 80 dBA for
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House working on truck safety hill

ter assure safe operation of motor
carriers, Specifically, it protects em-
ployes who complain about unsafe
conditions from firing or reprisals, and
it sels up an enforcement mechanism
for safety and rules through the states,

Staffers for the Subcommitiee on
Surface Transportation, chaired by
Rep. fames |. Howard (D-N.J), are
reportedly in agreememt with the
Senate on those points but are stil
trying lo resolve differences on the
following:

[ Intrastate trucking. The Senate
will make no distinction between
intra- and interstate trucking, bul there
is some question if the House will do
the same.

O Vehicle size. The Senate bill sets
the minimum weight of trucks that
must be in compliance at 10,000 Ib,
The House remains undecided.

3 Uniform weight and truck limits.
The Senate bill establishes a uniferm

v

en, Howard Cannon's (D-Nev.)
Committee on Commerce,
Science & Transportation Is discussing
ways to change the insurance provi-
sions in the trucking-deregulation law,
and staffers now say they plan io hold
hearings al the beginning of the next
session of Congress. Trucking-industry
and finsurance-industry officials
pressed for changes and are pleased
with Cannon's responsiveness.
The trucking-deregulation law sets
up the following insurance require-
ments: The general trucking industry
must have a minirmum of $750,000
insurance per incident, with the provi-
50 that during the first two years after
passage of the legislation the Secretary
of Transportation can lower that to
$500,000 per incident. Further, trucks

{cantinued on page 16)

weight Bmit of B0,000 Ib. across the
cauntry, thus by-passing state weight
limits in the so-called “barrier states’’
that have lower limils to minimize
wear and lear on their highways. The
House Subcommittee members have
not decided what ta put in the bill.

The last peint is the mast controver-
sial one that the House Subcommittee
will have lo wrestle with, and its posi-
tion coutd determine the future of the
bill. However, some of the slates
invelved are beginning io change their
positions,

Pennsylvania, for example, has been
a problem for many trucking compa-
nies because of its strategic location in
the Northeast. After years of opposing
higher weight limits, the state legisla-
ture recently approved an 80,000-b.
limit. But ATA lobbyists won a mixed
viclory in Pennsylvania when ihe
welght proposal was tied to an

High dereg-bill insurance requirements
worry truckers and underwriters

transporting hazardous materials must

#3

increase in truck user fees. -

be insured far at least $5-million per
incident, although in the first two
years that could be reduced to $1-
million.

However, the insurance industry is
worried not only about being able to
wrile so much insurance, but ako
about the extremely high premiums if
it cauld, The industry could pass them
along to the truckers, or it may have
to increase rates across the board—
something it doesn‘t want to do.

In addition to problems with the
insurance side, carriers of hazardous
materials have investigated the Envi-
ronmental Protection Agency’s listing
of these substances—which are stipu-
lated in the law—and found such
itens as rock salt listed, “The Depart-
ment of Transportation s very con-
cerped,” says one Cannon aide. %
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gm on U.S. trucking

A combination of dercgulation and the recession have weakened Teamster power, as
morc and more union drivers are laid off and carriers face bankruptey

by Harlow Unger

Dcrcgulmion of the United States
trucking indusiry may Succeed in
doing what years of eflorts have
failed 10 do: loosen the grip of the
International Brotherhood of Team-
sterson the U.S, trucking industry,

Although Teamster power has
spread well beyond the confines of
trucking, over-the-roitd transport has
remained the unjon's primary source
of power, As long as trucking firms
held exclusive rights to carry specific
goads over specific routes, Teamster
members had little trouble winning
concessions from the carrier,

That power is now diminishing,
however, Last July 1, President Car-
ter signed a dercgulation law that will

gradually free the trucking industry - 3

from mgst federal regulations and
open American highways to all
trucks—naon-union as well as union,

The new Yuw makes certification of
new competitors much casier and
laster—virtually routine, in fact.
Hundreds of non-union trucks al-
ready carry goods across the U.S,

Deregulation will glso make col-
lective rate-setting illegal, beginning |-
in 1985, So rates arcexpected to drop
sharply in the fuce of increased com-
petition and leave unionized trucking
firms in n much weaker economic
condition,

Teamster leaders who scek exces-
sive wige and benefit guins may wind
up lorcing many unionized carriers
into bankruplcy, and their drivers
into the ranks of the unemployed.

Even without deregulation, the |-
Teamster grip on trucking has becn |-
weakening in recent months in the |
face of the worst recession in the U.S.
since the Great Depression of the
1930s. .

New car sales are down 30%; con-
struction of new homes is off 50%

42

steel production is down 30%—and
the net result for truckers has been a
whopping 30% drop in tonnage. An
estimated 20% of (he union's drivers
and wiarehouse workers have been
litid off,

Several major truckers, mcludmg
Wilson Freight Co,, hive been foreed
into bankruptcy, :md those still oper-

ating arc only keeping their trucks
rolling by offering shippers discounts
of 15% to 20%,

Unless the U.S, economy manages
10 stige a quick recovery, @ wave of
mergersand bankrupicics is expected
to deplete the ranks of major, union-

ized trucking concerns even further, |

And that will force thousands more

Florida truckmg in chaus
aﬂer slate deregulatmn

'ilon. that burcau bccarnc cxunct'nL
S

' H'woc has ';prcad r.hrough Florlda 5
transportation’ “industry © in_the .

“wake' of dcrcgulatmn—not “the -

‘Umtcd States government’s dcrcgu-
lauon. but the I'Iond'! statc govcrn-
lmcnls.‘;..,‘- L
Tl S 1ruckcrs. uI' gontse,
ject {

“tions=—one Trom the U:S. Interstate”’

ICommcrcc Commlssmn, affecting
*fntersinte trucking across state lines;
“the ‘ather from - ench)state - govern-
,ment,. which controls mtrast'llc
lruckmg within’its borders, : -

«*/ Earlier this year, the US Con-
“press passed legislation ordering the
1CC toderegulate intersiate truckmg
graduu!ly to permit freer campcn-
“tien,’ without cndangermg shnppcr

Fnbhts LE g . :

Irl I‘lur:dn huwwcr. i qmrk in lhc
state law has produced tétal local de--
rc;,u]almn of lrucklng Und:r'slnlc
Taw. regulafory. power mustbé |

e, ‘sub

‘newed® ‘periodically. Whien theé smtc .

’Icglslalurc failed to renew the regula-,
Hory powers?of, the Public Service ,
Ccmmlssmn N Transpormnon Dm—

‘two scts of rules and rcgulu-.

12:01 a.m. on .Iuly‘l'
'Since th::u, truc

ccrs anid shlppcr's' ;
: havc been on thclr own, and the result !

has been near-angrchy, Fly-by-night :

‘operators fiave invaded the’ mduslry j
en mam:.‘Wuhnul &’ motor. carrier |
“law, truckers no’ longcr need to carry

cargo insurance or cven guaramcc
dclwcry i

_“The onlylaw governing lranspor-
lation in I‘Iondn is standard ¢ contruct
“law and anti<fraud reguintions,” cx-
plained a tap state official, “It's up to

" cach consumet and shipper'io write

an air- ught conlrnct wuh Ius “CRT~

<2l

Among lhcjhorror slorlcs cmcrg-
ing from’ Florida's " transportation
chaos is that+of .the - ‘woman “who

"watchéd movcrg 7ol het piano off the’
rear of the truckand specd away ns it
rashed to the sidewalk.? 135

v Dcrcgulanon has provided . ¢
matle shifts in‘setvice and conscqucnt

changcs in ralcs Shlppcrs in_ many ,
‘rural ccmres arefinding jt’ s more difs ¢
I'cult and’ costly lo gcl scmce from '
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Teamster drivers off the roads,

But even il the recession were to
end tomorrow, deregulation would
remuin a major determinant of things
to come in the trucking industry—
“and the union will be the big loser,”
according to Harvard Business
Schoal ‘assistant professor David H,
Maister, an expert on the US,
trucking industry.

Northedstern University professor
of transportation Robert Lich agrees,
He predicts the unjon will lose 10% to
15% of its trucking industry member-
ship because of the expected consoli-
dation of carticrs specializing in gen-
eral freight, or less-than-truckload
shipments,

LTL traffic accounts for about
10% to 15% of the freight carried by
U.S. truckers, Becanse LTL busincss
requires networks of terminals in
which to consolidate small loads, only
the stfongest companies will be able
tosurvive the stepped-up competition
that deregulation will produce in this
end of the business,

Industry analysts agree that rate

cuts and fierce bidding wars will
force weaker earriers to merge or go
out of business, Survivor firms, in
turn, will consolidate their opera-
tions, climinating duplicate runs and
redundant terminals. Thousands of
Teamsiers will lose their jobs,

Still another factor certain to
weaken Teamster control on the
trucking industry s the expected ex-
pansion of captive fleets, Under de-
regelation, compainy-operated fleets
can now carry freight from other
companies on their return runs—to
eliminate having to operate empty
trucks, Captive flects with non-unien
drivers will undoubtedly expand op-
erations, while those with union
drivers are expected to abandon their
fleets and turn lo non-union contrac-
tors,

Ultimately, then, deregulation and
the unfettered competition i will pro-
duce will mean lower rates and mare
competition—and, therefore, less
money in trucker coffers to mect
union demands Tor Increased pay and
benefits, * . o
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n scmcc, says Howard Jtoncs, dl-
eclor of transportatwn at. General
“Foods Corp.'s collee distribution and °’
oaaung plant in Jacksnuwl]e e .

cpurtm‘cnt;smf&s'for SB per hun- -
‘drudwcu,ht-—-$4 to '$7 less than the
company. now" pay.s. It would be a
3 3ubstantial saying il they were repu-
K lablc carriers,” 5

p
sluppcrs majorf "Florida cities are
bieing ‘offset by lasses"for shippersTin_

Sumers are suﬂ‘crmg Greyhound Bus -
Lines, which is also alfecied by de-
tregulation, has cancelled all service

mmstatc truckers. whnle mjor dls-f"'
‘Mlami, : Jackson: -
bccomc.‘

N T
S The, company Mhas’ Fefused to gam- ]
~hic on :.uch savmgs hm;x:vqr hcc;iqac'

smnllcr. morc riiral arcas. Even con-

=One_company. prot‘llng from Lhc.
chdos,  however, is Ryder " Truck

' -Rental, whlchsccsdcrq,ulatmn as i

definite factor in moving companies
into their own fleets of trucks.” Smali
firms in_ out-ofl-the-way areas may
have no choice but to lease their own

-trucks in the Tnce of dcrc;,ul:mon.

‘;Total deregulation may nét last

. too“much " longer, iowever, Filleen

Florlda truckers have filed 2 class-
"action sttt againsi the State of Flor-
ida charging that the legislature’s
failure to renew its motor earrier law
in effect wiped out the value of com-
“'men - carrier operating  certificates,
“for which truciu.rs p'ud smal! fnr-
* lunes,

-: Such certlfcntcg. had been uscd us

c\ol]nlc.ral in obtaining loans, and, in-
\deed, one Florida bank hoiding such

fct.ruf'calc .as” collateral. on .a

dl.j_DI'l "had made the
¥ wb'rth]c'ss. lhl. bank

deprive any, citizen, or h:s propz.ny
" without due process,’and many law-
yers believe the truckers have a solid
case. At presstime the Florida court
of appeals was to hear the ease in o
few days. —Harlow Unger

Diesel truck
engine from
Caterpiliar

Anuw diesel truck engine model,
the 3208 T, has been introduced
by Caterpillar Tractor Co. The tur-
bocharged, direct-injection V8 en-
gine is rated at 225 hp (2,600 rpm)
and 250 hp (2,600 rpm),

The 225-hp and 250-hp 3208 T
truck engines have torque rises of
26% and 27% respectively. Peak
torque is 640 b 1t fer the 250-hp
model and 560 Ib ft for the 225-hp
model, with n wide operating range of
1,200 rpm for each, Their high
torque is claimed 1o provide respon-
sive acceleration, excellent lugging
ability, and reduced shifting for cas-
ier driving.

The 3208 T is recommended for
city, suburban, and local rural ser-
vice. Potential applications include
short-radius line-haul tractors, dump
trucks, mixers, transit buses, severe-
service refusc operations, and ,500-
gpm pumper fire trucks, Recom-
mended maximum gross weight for
the 250-hp model is 75,000 b,

The 3208 T Engine features many
engincering design changes from the
naturally aspirated medel, They in-
ctude’ oil-cooled pistops; low-
mounted rbocharger lubricated by
engine ofl; larger oil filters, sump,
and oil coeler; steel camshalt and
roller followers; hard-faced exhaust
vialves; intake-valve inserts; and
larger fuel pumps, These changes
meet the higher structural loads and
performance requirements of the tur-
bocharged 3208 T,

The resulting benefits help meet
upcoming governmental regulttions
with lower noise levels, and they are
said 19 provide exceilent fuel econ-
omy, altitude capability to 5000 ft
before deration (7,500 ft for 225-hp
version), apd higher horsepower in a
compuct, lightweight V8 diesel,

Servicing of the 3208 T is similar
to the naturally aspirated 3208, The
same rebuild options available to
3208 NA owners are alsoavailable to
3208 T owners, including in-frame
and out-of-frame overhauls, remunu-
factured short blocks and remanufae-
Md engines,
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acknowledged that industrial devel-
opment could be curtailed in that
area for some undetermined length
af time, In International Falls, MN
they recorded a level of particulates
in one day that was twice the nor.
mal yearly loevel —Jolin AcEiroy

G Breaks
More Ground

Construction has begun on a
50,000-f12 {4645-m?) expansion of
Fisher Bodv's manufactoring faeil-
ities in Bellast's Kennedy Way In-
Lt rial Estate, An additional 70,000 &
fiz (B503p?) is being added to the
lant al Dipdanald, « larmer Ralls-
Roye ey, Completion is due o
late 1081,

“Ultimately, the two plants will

dow regulators und other automne-
tive hardware for GM's European-
built cars and possibly for some ve-
hicles mwfe jo other parts of the
world,”" notes Bohert Bownes, man-
aging direeter of GM's Fisher Body
Lad.

Total GM investment in new
manufacturing plants is currently
running at $§2.4 hillion. The bulk of
this is golng into 3 new metal
stamping and subassenhly plant in
Zaragoza, Spain amd an engine
plant in Austripn—Peter | Mullins

’Iﬁ Builds
Tech Center

Groundbreaking will begin later
this wear al Bure Ridge, T where

Tech-

make seat belts, door latches, win-

an §80-million Science and

International Harvester will build .

Aston 'N_Iarti'n' s
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T l,} ’E':u i X!
i 'Pvﬁ.ﬁrﬂﬁ

'ﬁl "mull“.'f "1

':r:

M

FAR 5

Aslon Martin, jnmes Bond's crmnrdu:r has created the lmc.st ultimate” pro-
“totype vehicle, a dramatic gullwing twa-seater, the Bulldog. Cepable of 190
mph (306 Am/h) the car Is powered by o twin-turbocharged Aston Martin
V-8 engine mounted amidships. Features include o five-speed 4F gearbor,
Pirelli P7 tires and fuel injection by Easch. -The !urbacharg,f.ra are fram

Garrett Amc.s('urch fn ihe us . ot —-‘_. -

AUTOMOTIVE NEWS/ANALYSIS

nology Laboratory, The Iah will be
the heart of u seicnee amd engineer-
ing conter which will consist of six
additienal Tacilities' 1o he built over
the nest two decndes and three
buildipgs alreacdy o existence.

Scheduled for completion in
1982, the fab will house 21 lahora-
lories covering areas from  gom-
posite material, metallurgy and
paiting to environmental, hiologi.
cal and agriculinral disciplines.

Toyota Leads
Investments

In a hid 1o subsantially increase
procluctivity, the Japanese auto in-
dustry is investing $8.3 billion,
mustly aimed at designing new,
lighter, more fuel-effivient cars—
many with {ront wheel drive. The
investinent table runs Tike this:

Toyota %750 m
Nissan {Datsun) %630 m
Tsuwse $300 m
Toyo Kogyo {Maada) $270'm
Hunda $270 m
Mitsubii 3210 m
Dathatsu $105 m
Fuji (Subaru) 3 90m
Suzuki - $ 30m

Tatal investinent is up 20% from
1979, Not sueprisingly, Toyota is in-
vesting most heavily—the main of-
{orl going 1o the new Tahara Na, 2
plunt, where eapacity Is increasing
o 20,000 units per month in two
stages—at o eost of about $150 mil-
lion. Also ineluded in this in-
vestment plan is an increase in
small truek production at Tahara
Na. 1 plant Tran 5000 1o 10,000
units per menth, When finished this
will be ane of Toyola's higgest fae
tories, with an annual eapacity of
860,000 units a year,

Much of the investment is in
Unimate robots—generally the pow
6060 arms for welding. Over the
next twelve months, 200 are ta be
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of an elderly and handicapped transportation policy ad-
opted in 1978 by Seattle Metra Council. It called for all
future bus purchases to include wheelchair lifts lor fully
accessible service, :
The lifts, which were developed by Lift-U-1ne. of Seat-
“tle, have a solid stecl platform and grab bars. The outer
part of the lift platform, when in the stowed position, acts
as the lower step of the entry stairwell, The other steps
and risers remain unchanged: All of the lift and support-
mechanisms fit in 8 space 9 in, deep under the bus entry
fleor,

New horizons for Yancouver transit

YANCOUVER—The Greater Vancouver Regional Dis-
trict's Board of Directors has approved a conceptval plan
which outlines the area’s future transit service objectives,

Called “Directions for Transit in the 1980s.., A Can-
ceptual Plan,™ it predicts that overall ridership on transit
will grow at about 4% a year. Currently, states the report,
about a quarter of the people travelling during rush hour
in Grealer Vancouver do so in public transit, However, it
says that service has nol improved significantly in the last
five years even though ridership has grown by about 4% a

car,
d The Regional Board has alse approved a five-year
$166,7-million capital budpet for essential improvements
in the transit system to meet the plan's objectives.

These improvements include: more buses, including
articulated ones; additional park-und-ride stations; better
traffic management to give transit vehicles high priority
on the road; improving transfer connections and re-rout-
ing some bus lines; and a system of pre-paid bus passes
and scllf-service fares,

_oil at the expense of diesel fuel,

-ing the most efficient use of available fuei, This fuel

Fuel shortage plan tor London
LONDON—The Transit Commission (LTC) bhas ad-
opted cantingency plans for diesel fuel shortages. How-
ever, the plans will not be ready until the winter of 1981-
82 because they require extensive schedule and personnel
changes,

LTC general manager Gord Arblaster cautions that
the contingency plans may never have to be impased but
he notes that in the cvent of an cspeciully harsh winter,
refineries may have to concentrate on producing heating

“We should not take the position that it could pot hap-
pen here. | don™t think we're going to get an awful lot of
advance warning, The cuts should come in the areas in
which we are least fucl efficiene.” .

Arblaster says the contingency plans are based on mak-

would be concentraled on the times of service when the
LTC serves Lhe most passenpers,

New executive for APTA

WASHINGTON, D.C.—The American Public Transit
Association has announced that Jack R. Gilstrap, general
manager of the Los Angeles-bascd Southern California
Rapid Transit District, has been named the APTA's new
executive vice-president.

As SCRTD general manager since 1970, Gilstrap has
headed the largest all-bus transit system in America and
the fourth-largest transportation agency in the U.S.

Gilstrap has long been associsted with the APTA |
serving as its first vice-president for government aflairs
and as chairman of its povernment affairs committee, He
was also vice-president of the American Transit Associa-
tion, & predecessor of the APTA,

/Suppliers News

White says '‘business as usual”
MISSISSAUGA, Ont.—In the wake of the cash-flow
problems and subsequent legal moves of j1s Ohio-based
parent company, the White Motor Corp. of Canada Ltd,
hus entered into temporary voluntary receivership,

White Canada includes both heavy truck and farm
machinery divisions, with factories in Kelowna, B.C. and
Brantford, Onl, respectively,

asked the Supreme Court of Ontario to appoint the
Clarkson Co. Ltd. as interim receiver and earlier this
month the firm's creditors were asked to agree to & mora-
torium on payment of bills until January 31, 1581,

- But s an indication that it will be “business as usual®”,
ane of Clarkson's firsl moves as White's “supervisor of
operation™ was to recall sbout 400 workers at the Kel-
owna truck plant. They had been laid off after the U.S.
pitrent sought the protection of the court under the U.S,
Bankruptcy Code.

However, about 900 farm equipment workers arg still
out of work as the Brantford plant has been closed since,
August and will remain so for the time being,

White's U.S, operations have been fecling the effects
of a badly depressed truck market and an even worse farm
machinery market, As a result, the company is continuing

White Canada’s board of directors on Seplember 10 -

Y LR

This Autocar Consiruckior was ane of tha frst off 1the production line
at While's plant in Ouden, Utah, where Aulocar manutacturing was
racantly copgolidaled,
its operations under the supervision of the courts until
refinancing can be seutled with creditors and binks,

It was originally thought that White Canada would
come under the same U.S, bankruptey laws, being a whol-
ly-owned subsidiary, This led 1o frenzied activity by |-
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White Canada munagement as they sought to unravel the
law, the énd result of which was White Canada’s separate
entry into temporary receivership.

In & sense, however, the Canadian bankruptey situa-
lion is arlificial because White Canada is essentially 'sal-
vent, While farm equipment sales are badly down here us
well, the truck operation is in refatively good shape.

“We just don'l have any prablems,” White Canada
truck operations vice-president Brian Halgate told BUS
& TRUCK. “The Canadian operalion is very sound
indeed.”

The Kelowna plant had been going “Mat out”, with
production at the rate of £2 to 13 trucks a day. in fact, it
was the only Narth American heavy-duty truck factory
working at full eapacity.

Bath the assembly plant and the White dealer net-
work had been expanded in the last yenr, Haolgate said,
Partly as 4 result of that, White's markel penctration is
very healthy in Canada—about 13% of the heavy-duty
segment, the majority of most sales being Western Stars,
On paper, this Canadian market penetration is much
superior Lo White's ULS. performance.

White's other Canadian subsidiary, The White Motor
Credit Corp. of Capada Ltd,, is not affected by the tem-
porary bankruptcy situation,

Holgale was very positive when nsked his opinion af
the firm's outlogk for the near future,

“£*'m very oplimistic,” he said, “and [ see a very bright
future for White Canada, as well as steady improvement
in the U.S.” Part of the reason for that optimism is a faith

any corporation has a mare foyal dealer organization than
White," Holgate declared,

DeVilbiss has spray finishing course
TORONTO--DeVilbiss Ltd, is preseating o serivs of
five-day training courses in the theory and practice of
spray finishing at the firm's Technicul Training Centre in
Barrie, Ont. The course will be held jor one week in every
manth, beginning Sept. 8 through to June, 1981,

Tuitian is free. Students pay only accommodation and
travel expenses, This is the 20th consccutive year that
DeVilbiss has offered the training course, And iU's esti-
mated that more thap 7,000 peopls have received this
training.

Instruction is provided in both English and French.
Courses arc also available at user locations for large
enough groups. Thc course covers all methods and sys-
tems ol spray painting, including electrostatic liquid and

fwdcr. exhaust systems, automatic costing machines

IH to shift marketing office to U.S. -
BURLINTON, Ont.—International Harvester will mave
its regional markeling office from Burlinton, Onl., te Chi-
cago next year as part of & major Nerth American reor-
| ganjzalion, .

Nick Penner, IH manager of agriculiural marketing,
says the closing will notafTeet any other [H aperations in
the Burlington and Hamilten areas,

Penner snys most of the employees of the Burlingtlon
office will be offered positions in the new office. But he
adds: A limited number of employees will face separa-
tion when the offics eloses.”

in both the product and its dealer network, *1 don’t think .
_Bandag in connection with AMF's attempts to market its

IH spokesman Ed Laba suys the firm does not yet know
how many employees will be affceted by the change,
Hawever, The Hamillan Spectalor quoted an anonymaus
source as saying the change would Involve 125 to 150
jobs.

The company has alsoannounced the opening of a cen-
tralized distribution office in Kansas City where all or-
ders and shipment for North American dealers will be
processed, '

TBEA has new truck equipment handbook
WASHINGTON—The Truck Body Equipment Associ-
ntion has prepared a new pocket-sized handbook designed
ta be used by manufacturers, dealers and buyers.

The handbook provides basic information on truck and
equipment selection; load distribution; chassis selection;
horsepower and torque requirements, performance con-
siderations; drive train selections; axles, suspensions,
frames, brakes, tires and chassis modifications; auxillary
and power equipment selection; nnd techniques for redue-
ing operating costs,

The handbooks are available from TBEA, 5530 Wis-
consin Ave., Suite 1220, Washington, D.C., 20015, Single
copies cost $3.00 for members and $3:50 for non-mem-
bers, -

AMF, Bandag reach settlement
MUSCATINE, lowa—The settlement of a pending civil
action between AMF Ine, of While Plains, N.Y,, and
Bandag Inc. of Muscatine, lowan has been reached,
Criginally, AMF filed an apti-trust case against

newly-developed FlexCure tire retreading process to
Bandag dealers. Bandag, then, filed a contract interfer-
eace counter-claim against AMPF,

Under the settiement, bouk parties have dropped their
suits, In nddition, Bandag has been ordered not Lo inter-
fere with the marketing of the FlexCure,

Name change for brake manufacturer
OWOSSO, Mich.—To conform mare closely to jts mar-
ketplace identity, the Power Controls Division of Mid-
land-Ross Corp. has chanped it nime to Midland Brake
Divisian,

*Infarmally, our customers have always referred to us
as "Midland,’ the trademark for many of our produets,”
suys 8. P. Kaulfman, MBE's vice president and general
manager. The division manufactures brake actuation
companents and systems for heavyduty trucks and off-
the-highway equipment, air horns, as well as zincand alu-
minum die castings for antomotive and other applica-
tions.

Bendix builds truck brake centre
SOUTHFIELD, Mich.—In an efforl to expand Bendix
Corp.'s share of the North American heavy truck founda-
tion brake market, it has established a Heavy Yehicle
Foundation Brake Program Centre in Elyria, Ohio. The
lacility will have worldwide responsibility for air actuated
brake development and market support,

“The Program Centre will consolidate responsibility
for airactuated S-cum, wedge and dise brakes," says T, J,
Busch, group vice president, Beadix Heavy Vehicle Com-
ponents Group.
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status could well squelch 1MF hopes of
petting the Saudis and other major Arab
oil producers lo lend their surpluses to
Lhe tMF for relending to nations needing
lonng, 1MF oflicials say the 1.0 Issue con-
tributed to Mannging Dirvector Jaeques
de Larosidre's return from o late August
Persian Gulf trip wilhout even a prelim-
inary commitment from Riyadh,

But along with other nations, the Sau-
dis now expouse more lenient lending
policies sought by the LDCs, 1MF officinla
are alrendy moving in that direction,
That was strikingly evident dast June in

Fears that Congress
wili cut U. S. contributions
over tha PLO Issue

.4 317 billion Turkish eredit representing
six mes Turkey's quota, or hasic bor-
rowing authority,

Never before had the M7 lent more

than four times n quotn. A July line of
eredit worth $132 million to Guyana was
four times that nation’s quota and in-
cluded funding for a hydroclectric proj-
ect. Hislorically, the IMr has avoided
lending for specific projeets in favor of
helping & nation to restore its trade or
payments balanees. Officials say the
fund's annual meeting beginning on
Sept, 80 in Washingion could approve a
new poliey elearing the way for further
gizable financing for individual develop-
ment projects, The IMF may also express
s new readiness to provide loans and
streich out repayment terms knowing
that the horrowers will be back for more
mongy when their inilial credit line ex.
pires,
A ditorent rocession. The 1MF's lending
stunee is changing largely because the
problems presented by this episede of
oil-induced payments imbalances is dif-
ferent from the 1974-76 experience,
when commercin! bankers mannged to
siphon money from the surplus nations
to deficit nations, Commereial banks are
becoming incrensingly reluctant to pile
more debts on top of the ones they
nlready hold, and they welecome the en-
try hy the IMF into the brench.

IMF officials add that the developing
eountries in most desperate need of cred-
it arq a different class of borrowers from
nulions such ns Britain and Italy that
accountedd for the bulk of borrawing five

years ago, The traditional medicine for .

countries tapping IMP coffers is quick
and strong, usually invelving n devalua-
tlion of the borrower’s currency to damp-
en import demand and 10 make exports
mere competitive, That was part of the
pregram required of Turkey for its latest
credit exlension,

But 1mF officinds say such devaluntions
have only fimited value in commaodity-
based developing nations whose major
imporl is capital te develop their re-
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sources. Commadity exporters typically
cannot raise production rapidly even if
their products become more competitive,
Sharing up the cconomies of such na-
tions becomes a long-term affair that
must focus on huilding industry rather
than dampening demand, officinls feel.
Guyana's hydroelectric project, for ex-
ample, is intended {0 permit it to convert
ita bauxite inta aluminum,

A political changs. There is also a key
political factor hulping to reshape IMF
palicies. The fund still requires changes
in a couniry's economic policies, some-
times demanding policy changes strin-
genl enough that nations aueh as Jamai-
ea will go to great lengths to avold them,
But observers say the change is real.

“I think they have hecome more paliti-
caliy sensitive,” says Executive Vice-
President John G, Hiley of Chase Man-
hattan Bank, “They scem to realize it
makes ne sense lo bring ahout. the col-
lapse of & government and then have to
begin the process all over again.” a

CORPORATE CASH

Why White Motor
went over the brink

White Mator Corp,, the truck and farm
equipment maker that has limped along
for years, surprised alimost no one when
it filed for recorganization on Sept. 4
under the Bankruptey Code’s Chapter

11, Although prospective pensioners are

wondering what will happen to the com.
pany's $105.9 million in unfunded vested
pension benefits, fow of its creditors
have been sereaming 1oo loudly, White

White, with inventory problems, los1 $46.8 million on sales of $524 miillon.

has been uiling for & long time, o0 its
court action was hardly unexpected, Re-
marks one annlyst: *The inevitable hap-
pened,” )

White ran into severe troubles in 1975,
when the lest recession left it sitting
with immense inveniories of heavy-duty
trucks. And the same problem struck
apain this year, As a emall factor in both
the truck and fnrm-equipment markets, .
While hns never been nble {0 hecome a -
cost-effective competifor in ejther. So
when anles of both trucks and trictors .
sngrped This_ yeaf, Whites~shara~if the .
dwindiig mnehel alinped further, Tn the
first half, the company lest $46.8 mitlion !
anSales of 524 million.

Inthe &nd, White's Chapter 11 filing,
for the parent and its subsidiary campa- |
nies, came after it conld not reach ngree-
ment with Citibank and 26 other instity.
tions, They demanded recurity from
White in order 1o renew $77 million in -
short-term debt expiring at the end of
Aumist. White believed it could not
promise such security in the faee of
demands from other creditors and decid-
ed to file under Chapter 11 instend, In
the meantime, Two Cleveland banks '
seizedl White deposits they were holding,
“It was simply a bargaining point to
help them see the light,” declares an :
executive at Cleveland's Ameritrust Co,

«“No akeovor possibilities, For the mo- |

ment, White is paying its bills and still |
turning out 185 trucks per week. Some
400 Cleveland=a¥ea employces whose .
paychecks bounced beeause of the banks'
action have been paid throngh o compa- |
ny account at o bank in tiny Orrville, |
Ghio. But it is questionable whether the
reorganization proceedings, set to begin
with the appointment of n ereditors’
commitiee on Sept. 22, will ever result
in White's becoming a successful long- |
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term competitor. As a second-ticr pro-
" dugegr m‘wﬁewﬁf the
giants are stumbling, Whitawould necd

a blEinjeclina oL eapital.to.ba.viable,
Indeed, that is just what many ohserv-
ers expect. White does have three mod-
crn plants_and 3 decent. product. But it
has Béen unahie fo make the salein the
past. Over the last decade if has heen a
party to @ seriea of {ailed dealgwith pro-
apcmﬁ?ﬁﬁimnﬂy-wilh MAN,
o West German truck maker.(BWeJuly
2, 1979}
e ara not negotiating with White,
and the general sitvation in the auto and
truck market now isn't very conducive to
expafigion-Hunicaness,” says a MAN offi-
clal7Other {orolf auto and truck mak-
ers, such ns Daimler-Benz, and IVECO-—~
the most logical buyers—are similarly
negative. And Guardian Industries
Corp., which recently talked of buying
half of White Motor's eredit arm for $50
million, has no further interest. Says
Cuardian Treasurer Richard Griffin,
who now believes a takeover unlikely:
"It's final ns far a8 we'te concerned,
given the step they hat to take.”
1Juat roorganization.! While White's long-
term future i3 uncertain, its filing has

evaked a relatively mild renction from -
f.

some of its chief lenders, at least those

“The tnevitable happened,’
says one analyst of
White's reorganization

linked to White Motor Cruedit Corp.
“We're not terribly alarmed about a
huge loss,” suys Raymond A, Clarles,
senior vice-president of Prudential In-
s&;gn\:l"_.ﬂo. of America,”Which, with

B milllon loaned to White's financing
arm, is the company’s largest single
creditor. As of July 31, White Motor
Credit had $287 millien in receivables, or
$34 million more than its linbilities to
unseccured creditors. The solvent position
of White Motor Credit probably will lead
the company's bigmesl creditors, who
havu loans to the eredit subsidiary, to try
to sopnrate reorganization proceedings
involving the parent company and White
Motor Credit. .

On Sept. 12, White's Chairman Cruse
W. Moss and other top company officials
are to set off on a week-long North
American tour to try to reassure the
company's 275 U. 8, and Canadian deal-
era, As yet, there appears to have been
no masaive wave of order cancellntions;
Indeed, says one major White dealer, the

first customer reaction was, “Oh, hell,
“it's just reorganization—keep my order

in." William J. McGuirk, owner of Ken-
tucky Truck Sales Ine, in Louisville, is
gne of the unfozed, Says MeGuirk:
“We've bean through three or four years
of everyone in the industry thinking
White was going to fold the next doy.”" =

ACQUISITIONS

‘Wheelabrator’s edge

in the fight for Pullman

MeDermott Ing., the New Orleans-hased
offshore platform manufacturer, may
yet mount a successful hid for Chicago-
bused Pullman Ine, But McDermott's
initinl low bid has put another suitor,
Wheelnbrator-Frye Ine., firmly in the
driver's seat. Working clasely with man-
agement and Pullman’s investment
bankers at First Boston Corp., Wheela-
brator has put together a deal that pre-

senta difficult obstacles for MeDermott.
Among other things, Wheelabrator hus
won an option to buy Pullman's prized
Kellogg engineering-construction sub-
gidinry if Wheelabrator is outhid for all
of Pullman.

“McDermott started off with a wise-
guy offer and it backfired,” declares a
top investment bunker close to the par-
ties. "If it had made an offer between
$35 and $40 at the outsot, MeDermott
would have gotten Pullman. Instead,
MeDarmott in July decided to tender for

Pullman shares at only $28 per share,

some 30% below book value, According
to the banker, a higher initial bid would
have made it almost impossible far Pull-
man to atiract a more friendly suitor

becnuse of the compuny's larga polential
legal liabilities and its reputation for
uneven manngement. Now, ha says, aven
if McDermott is successful it will end up

- paying at least $100 million mare than

WIS NUCCHSary.
Because of the low original offer in
July, First Boston was able to assemble
a list of 65 possible merger partners,
finally narrowed to 10 scrious contend-
ers, to rescue Pullman. Ameng those,
Wheelubrator emerged na the most pop-
ular choice with Pullman's hoard pri-
marily becsuse of Chairman Michael D,
Dingman's decisiveness in negotinting
terms of an agreement.
8heted diractors, Dingman also gained
an inside track with Pullman's board
beennsn of mutual ties with Pittshurgh's
Mellan Bank. Not only is Mellen the pri-
mary bank for both Pullman and Wheel-
abrator, but both companies also share
at least one director with Mellon, Ding-
man himself i3 a2 Mellon director, as is
former Pullman Chairman Samuel B.
Casey Jr. and Pullman director W, H.
Krome George, chairman of Aluminum
Co, of America, "The relationships were
not critienl, but they were helpful in
making Wheelabratdr comfortabls with
tharisk,” admits Bruce J, Wasserstein, a
First Boston .managing director who
helped with the deal. Through a trust,
Mellon also has links to First Boston,

Dingman says he never considered
Pullman an acquisition prospect until
First Boston appronched Wheelabrator
this summer. But he quickly realized, ns
MeDermott did earlier, that Pullman's
Kellogy Div, is well positiened to exploit
an expected boom in construction of syn-
fue! amd other processing plants in the
19803, Likewise, ha says, higher enerpy
costs will lead to stronger demand far
Pullman rail-freight cars. “We believe
that if ane thing will be energy-efficient,
it's the railroads, and we'll soon start to
see more goods—especially conl—move
by rail," he says.

But Pullman's transpariation husiness
is traditionally a feast-or-fumine propo-
aition. After enrning $132 million on
sales of $1.4 hillion in 1979, Pullman this
year has profits falling fust beeause of 2
recession-wrought 42% drop in Pull-
man's rail-car backlog. Although it is
winding down its passenger rail-cor op-
orations, Pullman still faces lawsuits
fled hy the New York City Transit
Authority, which I3 seckingr $192 million
in damages for alleged shorteomings in
Pullman-huilt cars, and cost overruns of
$100 million on Amirnk cars,

Dingman has overlooked these prob-
lems, however, because of his optimistic
autlook for Pullman in the longer term.
Wheelnbrator's offer, which was raised
from an initial $43 per share to $52.50
per share after McDermott rojsed its
bid, provides for Whealabrator to tender
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* entrepreneur whao founded the Benihana

restayrant chain, FEven “fast sushi' is
coming, Kozo Zushi, Japan's higgest
fast-fuid chain, will open its first U, 5
raw-fish store next year in Los Anjeles,
the start of a chain of such stores.

Such plans conld ehange if California's
Beof Powls do not prosper. So far busi-
ness is pood. At lunch, the new Los
Angeles restaurant is as jammed as the
MeDonald's n few doars away. The Beef
Bowl looks for all the world like a
MeDonald's, except for the kimono-clad
help and the soy sauce an every lable
Customers get a plastic fork but ean nsk
for chopslicks.

“It's an interesting concepl,” snyvs Jay
R. Sehleemer, marketing vice-president
of Wendy's International Ine, a [ast-
prowing hamburger chain. He thinks
Yoshinoya hits a good chance of suceess
if it. sticks to sophisticated urban areus,
“Cincinnati or Springfield, I —that's
anather story,” he says, “They have
trouble even with Mexican fast food.” =

EXECUTIVE SUITE

What turned White’s
German suitor off

White Motor Corp, has been foreed ek
into the trenches. As recently as a
month s, the future had finably bright-
ened fur the struggling manufacturer of
heavy trucks and farm equipment, But
when the Cleveland compnny's plan to be
acquired by MaN, & West German truck
company, collapsed on June 3, White
returned to independeni competition

with giant rivdls1p i h arketplace,
with ,[gg}:ssinn.pussiﬁlymhcnd_as well,

During the last recession in 1975,
White lost $i9.4 million on sales of $902
million. Shortly lhereafter, White's
hankers placed stringent limits on the
compuny's eapability to spend money
and incur debt. Such restrainls are
expiecied Lo eontinue in 4 new revolving
eredit agreement that White is negotiat-
ing. With 4 downturn expected in the
heavy-truehmarkar=While's higpest
business="onrilEerver.supgesis-White's
begt " eourse would be to find another
buyéFar fiice eventunl insolvency.
Reasoii tar optimism. BorTRE Ghairman of
White, Semon B, Knudsen, says that he
is not worried, e says White does not
intend *io shop” for & new mergor part-
aer and in fact wns the courted party in
the German talks., Instead, Knudsen
contends that White has “an excellent
future' as an independent in its present
market.

White's recent results Appear Lo
support Knudsen's optimism. The com-
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pany's profits rehounded from $3600,000
in alt of 1978 10 $6.7 million in the frst
equarter of 1079, Knudsen  says the
company s in 4 position o grow. Since
he tenk office in 1971 after holding the
presidency of Ford Motor Co,, he pol rid
of four major lines of business. More
recemtly, WEEFITed n strenm lining of
White's TieK figsembly.plants-Dy-clusing
the company's fi-year-old Clevelnind
factoiy~That deaves White with four
muadern assembly plants, including two
built in 1475, White's putlook hag
impraved, Knudsen says, hocause “we
have less debt, less excess inventary, o
new family of trucks, and new plants.”
However, White also has some new
problems. Forefim manofacturers such

e
By
M ogn,
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In farm eqhipment, White's murket
share has dropped from 54% in 1967 ta
2.9% last year, This, Knudsen coneedes,
is a resnlt of White's inahility to finance
dealers’ inventories. And, making mat-
{ers worse, White will soon be foreed 1o
dilute its commaon stock by issuing
1,050,000 new shares to Studebnker-
Warthington Inc. lo redeem preferred
stock in order to settle n suit in which
Studehaker alleged that White had not
properly paid dividends.

Such troubles may have lielped to sink
the MAN deal, in which the German
company was 1o buy 9.6 million White
shares, The two compantes also had
contemplated marketing god assembling
cach other's vehicles in U, 8. and Buro-
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eftering tha UrS kit
stred=trieky™ind "eonld become new
competiory T Hig trucks as.well. At the
samte tinme, partly because Whitg loat o
contract o market Preightliner trucks
for Consalidated Froightwnys Ine, in
1978, White's muarket share in heavy
trocks has dropped te 7.6% in the first
five months of this year (i 43% a
yeur earlier;

Reasons for collapse. The heavy-duty
teuck market appears to have beygun a
long-antieipated downiurn. Sales
Jumped from 13,300 trucks in January to
17,508 in March but have sinee droppad
to u manthly rate of 16,402, Such drops
can aceelernie so rapidly that one
annlyst warns, “This markel could fall
ta 8,000 10 9,000 units per manth so fast
it could make your hend spin.” The
industry would then v cought with
more than five manths of inventory.

LITIE
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pean markets. Knudsen has insisted that
the decision to serap the agreement wis
made mutually,

But Knudsen also has admitted that
the German compuny approsched him
“with eerlain reports 1 hadn't seen”
aliut the high projected costs of the two
companies doing business together. In
Germany, # source in the trucking
industry said that man had simply
decided that the 38 a share it planned to
spend on White common stock was too
high.

Wihntever the outcome of White's
problems, Knudsen will not be there to
witch, The chairman, who will be 67
years old in October, says that he will
discuss his retirement with his board
within two months. He maintains that
his “ponls have been ahselutely full-
filled" at White. Despite the current
trauma, he says, “This company wns
nothing when I eame in,” n
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By Steven Fiax

RAFFIC FOR MILES around Michi-
% gan's famous Mackinee  Bridge

was abruptly backed up on the La-
hor Day weekend, Photographers hang.
ing out of the bridge sower smappoid
away. Onto the bridge rumbled a gleam-
ing heavy-duty Road Boss truek w have
its picture taken,

Admittedly, new motor vehiche intro-
duetivns are a hig deal in Michigan, But
that truck was from White Motor Corp.,
the $1.2 billion (1979 revenues| manufae-
turer of heavy trucks, farm equipment
: and lift trucks, That same day, on Aug,
' 31, 1980, every penny of White's hank

credit had technically expired, Juse four
days later, the company petitioned umler
Chapter 11 of the Federal Bankruptey
Laws, Gratesgue coincidenee? Or exam-
ple ol a company nmping oo hand to rol]
' over and die?
White never really recovered from the
! last recession, when it lose $104 million,
B 2 Ever since, it has been cash poor and
' ; heavily dependent fr working eapical on

1 o LA A I T
i agronp ol 27 baika and severmal insurance
i cumpanies, Takeover talks with Renaudt
'\ aml MAN, a German company, el
|| thiough. White had stiff annual interese
il charges, and cash flow shrank when
I Consalidated Freighvways Ine, withdrew
i fts Freightliner brand of heavy truck
! from White's distribution syswem,

' : Even so, the White, Autocar amd West-

H e Star brand names have good reputa-
tions in the industry, The company of-
! fers a broad product line with great flexi-
: bility, And the company recemly adied
right-hand-drive vehicles for the British
i markets and military vehicles o comple-
i ment their existing lines, Three relative-
! | ly new plants are now vach deveted toa
| single product line, Operationally, then,
a paod enough cumpany, Fimancially, a

fousy one,
New management-—Cruse Moss from
AM General, a sobsidiary of American
Muators, and Reith Mazurek frum ner-

What happens when two sides are
| eyeball and nobody blinks? In White Molor's

" case, maybe a good thing.

Gimmme that
good ole
Chapter 11

White's revalving credit agreemengs,
was due 1o expire Aug, 31, 1980, Mosig!
and Mazurek negotiated an agreement 108
principle with Bill Davidson of Guardizgs
Industries Ine, a plass manufactorgy
from Narthville, Mich, For $55 million
cash, Guardian would get a 50% intered
in White's whelly owned White Mord
Credit Carp, which could, at Guardiap
option, be converted into a control iR
imterest in White Motor, 1f White stayBg
in business, Guardian could be gainpf
contrul of a $1 hillion company, 1 52

Guardian required that White arran
adequate financing that did mot {ngli
White's pledging assets and collaterald
a new line of eredit. White's credje
had net previously required the eg:
pany’s assets ag scewrity, Now the Jedd
ing comsortium asked for just thar,

i White agreed, the Tenders' clg
would supersede Guardian’s in the pys
of hankrupey, leaving Davidson g
trolling interest only in wiat the b
left him o pick over, He didn't wapy

White argued that s supplieny
stond by the company when cash4$
scarce; why subordinate the interssy
the very suppliess who had helped
stay in business! Invain, . ., 32

Why, especially since the revel
credit would not bring White any g
meney? If the terms were formerly g3
factory when money was actual|
ing hands, then why weren't they' ¢
factory nowi Alsa in vain,

How could White negodate wi
plices who knew that White ranked
interests below those of its lende
good was the hank credit to them {ff
couldn’t do husiness as wsual with 1788

But the banks held out for blood,

On Sept. 2 the credit agreemenys
dead, and AmeriTruse and Ceny
tional Bank in Cleveland selzed
million of White’s cash on depoy
next night, on Sept. 3, 1980
bhoard met and, seeing that the gy
already expired, authurized Whiy
under Chapter 11 1f the next day(
oL ne furtlwr. They got no furthe

When Judge Mark Schlacher B
L8, Bankruptey Court in Cleyelg,
cepted White's purition, Whitel
million in assers exceeded Jighi
$154 million, Cash on hand
mittion, !

The death knelld Wait. Pargd
in rewrganization White is ip ¢
cumpetitive pasture it has be
long time, White has been mg
relicved of its licavy interest gnd
ment burden of unsceured [
excess of 3300 million, In ady
rent assets are pow available g
to pay employees and suppljyr
the interest income coming o h
Mutar Credit Corp,

Says Muoss, “This current’y
provides the two ingredients’
heen missing—time and mon

eyeball-to-

mational  Harvester—eame in with @
mandate to cut costs aml pur together a
little working-capital cushion, Moss and
Mazurek laid oft two layers of sluggish
upper management, saving 88 millivng;
redueed sabaried personnel by 35%,; reor
ganized  plant wilization, closed  the
truck group office in Eastlake, Ohiog dis-
continued truck-part fabrication at the
Cleveland plant; and ceased heavystruck

e CEO Minstf
They can keep on truckin’,
praduetion at its plant in Exton, Penna.

Rut during the first half of this year,
interest expense lor White ballooned 1o
$46 million, Sitys Moss, ' knew wis job
would be risky, hut Inever thought that
1 be paying 26% for mopey.”

Nordid either Muss or Mazurek expect
the lieavy-truck market w collapse as it
has this year Through July the marker
produeed gross onders of 65,000 umits and
then canceled over L0 of them.
White lost 468 million on sales of
$824.3 million in the fiest half, o addi-
tiom, plant-closing costs deerensed wark-
ing capital §59.5 million.




new management to complete the e
structuring of the company.” Says Ma-
zurck, "At this time we have a firm
production plan for B0 crucks next
month and adequate arders and supplies
to continue at those rates. We are going
over our marketing network for farm
cquipment, But we also may end our

palicy of building farm machinery for,

”

inventory; we can't afford that luxury,

Adds Moss, “We're going to aceelerate
our penerration of major fleets and the
foreign and military markets, I think a
10% market share is reasonably attain-
able, We've had our best international
truck month last month,”

Of course, White's reorganization
won't mean a thing until the heavy-truck

market comes back. And buys White'|
trucks despite Chapter 11, Still, analyst
Arvid Jouppi of John Muir says Mossand ;-
Mazurek will probably get their good

shot at trning White around at last. For
the first time in over five years White i
has both the management and the mon- -
ey to act. Now, any custamers for that §

truck on the Mackinac Bridget 8@ - &
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i DRfdist of Johiessness,
A Strike Guer Too Much Work

At auto piants, workers would
welcome some overtime, But
in a slster industry, extra hours
became an emotional issue
that fanned a-long walkout.

While workers in other industries
strugglo ta keep their jobs, 35,000 em-
ployes of Internationn] Harvester have
stuyedd on strike alimost six months to
proteet something even more dear to
theme—their leisure Hmwe,

Their deterininntion appenrs to have
had its effeet. Manngement of the huge
farm-cquipment company has softened
its demand that employes be required
to work overtime, and a compromise
that signals an end to the dispute some-
time soon appears to have been ham-
mered out,

Fifects of the walkout ure heing felt
sarely by the company, the workers
and businesses that rely on Harvester
trade. By the end of February, the
strike had set a record as the Jongest
against o mulliplunt compnny by the
United Auto Workers, surpassing a
léBi;duy walkoul at Genernl Motors in
19465,

With 17 of {ts 21 U.S, plants parn-
Ivzed, Harvester reported u 222.4uil
lion-clollnr lass for the three-month pe-
riod ending in Janunry. Analysls expect
losses to surpass I50 million before the
dispute ends. A five-year, 2.5-billion-

dotlur investment program nimed at
meeling competition with new prod-
nets has been sealed baek, 12eht has in-
creasedd ta nearly 2 billion dollurs.

For the striking workers in nine
states, lost wages have run into the
hundreds of millions of dollurs, The
UAW has paid more than 22 million
dollurs in strike benefits. 1owever, its
strike Tund, which topped 300 million
going into the dispute, remains strong,

Parts suppliers for Harvester plants
are losing out, oo, So are small busi-
nesses in cilies that eater to tho inctory
workers, Among them is Thomas Leba-
moff, a restaurateur in Fort Wayne,
Ind. “The [Harvester workers just don't
come around much any more,” he says,

Company officials admittedly were
surprised by the Intense feelings on the
overtime plan, which beenme a solidi-
fying issue for tho strikers. "It eapturecd
their imagination, and they've seized it
s o flag,” says n company spokesinim,
It even surprised some UAW peaple.
Snys one worried worker in lnyoff-
plogued Detroit: *I'd give my eyetecth
to get back on overtime,™

But UAW Tresident Dauglas Fraser
is not surprised at the blowup.
“They've hud voluntary overlime at
Harvester for 30 years, and that's the
difference,” Adds Panl Sonneman, o
Harvester employe in Canton, IlL; "We
wunt the option to say, 'I'd rather
spend the weekend fishing,” "

Fraser calls the dispute “a disastrous
miscaleatation” on the part of Turvest-
or's tough new chairmim, Archie ii.
MeCardell, MeCardell, who came from
the presidency of Norox in 1677, hos
emburked on o A6-million-dollar cost-
citting program o strengthen profits
and generate investment eapital, )

"He enme in and ent ot 11,000 to
15,000 salarieel folks who couldn't de-
fend themselves, and sald, ‘Mey, this is
eusy, so now I'm going to tench the
UAW a lesson,’ ™ suys Fraser, "lal if
your want lo tukoe something hack that
represents u bit of individual lreedom,
you're going lo have o fight to get it
Imek.”

Overtime blues. Compuny officials
rejeel the nolion that they wero pick-
ing a fight, They deseribe the overtime
plun us o much needed means of im-
proving productivity mnd making il
casier to fill Saturday shifis, They also
note that fHarvester is the only major
farm-implement firm without it "lt's
nod as if we were trying to break virgin
ground,” says o company spokestnan.

Other fssues in the stormy dispute
took a back scat to the overtime pro-
posal, They include:

a Wages, fringe benefits and other
"bread nnd butter”" demunds by the
UAW. The company made it clear
fram the heginning lhat it would
mateh the Lhree-year, 33 percent
wnge-nnd-lringe-benelit increase nego-
tinted nt other farm-implement firms
Inst foll, but other detnils remained to
e worked out,

= Job transfers. The company de-
manded n Umit to excessive transfers of
employes from one joli to anather. The
Issue was dropped from nutional talks
and sent to plant-level negotiations.

n Management noutrality, The
union winted company managers lo
remain nowral {n union-orgunizing
drives at a handful of plants not repre-
sented by tho UAW.

Both sides suy they nre not far apart
an retnaining issues. But national tulks
have been stalled since enrly February
mnd aro not schedulad to resume until
local contracts, covering 34 bargaining
units, are seltled, Officinls say those
ngreements could fall inta pluce soon.

Both union and company sources say
0 tentative agreement hay been
renched on a compromise-—-short of n
mandatory plin—that will help Insure
ndequate staffing of overtime shifis,
With natfonal .tulks about to resums,
some say an agreement should coma
quickly now that the most emotional is-
sue hits been resolved.

But the damage, both Lo a financiully
weakened company and theusunds of
Intornational Harvester employes, will
rermaln. : o]
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International Harvester: When
cost-cutting threatens the future

When Internationa]l Harvester Co.
clased its booka on fiscal 1979, ended inst
Oct. 81, Chalrman Archie R. McCardell
savored a momenlary taste of the fatter
profits he covets for the $8.4 billion
manufncturer of trucks, farm imple-
ments, and construction equipment,
Thanks to a surge in all three koy
markets—and the success of a cost-
cutting campaign that McCardell says
has saved $46{ million in two years—tihe
comphny's earnings soared 98% lagt
year to $370 millien, producing an
aftertax margin of 4.4%, a 16-year
high. Buoyed by such initial re-
sults, MeCardell, who was lured to
Harvester from the presidency of
Xerox Corp, In 1977 with a §1.5
million banus, proclnimed just lagt
September that his five-year plan
to invigorate the slupgish giant
was a full year ahead of schedule,

But the tutnaround is now dan-
gerously suspended in midair.
MeCardell has chosen 1980 as the
year to engage the powerful Uni-
ted Auto Workers in the most
risky battle of Harvesier's cost-
reduction war, By demanding
union work rule concessions in a
new coniract rather than simply
granting wage and benefit in-
erenses ulready won by the UAw at
competitor compnnies, Harvester
triggered a strike on Nov. 1 by
85,000 workers, or 36% of its work
force, With 27 of its 21 U, S. plants
elosed, the company hns estimated
it will lose $225 millien in the
quarter ending Jan. 81—an
amount equal te 10% of Harves-
ter's equity.

Union. officlals yperceive Lhis
struggle as an outgrowth of
MeCurdell's overzenlousness in
alnshing costs. AL the vaw's Solidurity
House in Detroit, one staffer warns:
“Archie McCardell came to Harvester to
see how mueh money he could save, but
row lie's really out on a limb. Our guys
are talking aboul slaying out through
March.” Even without such a long strike,
the threat to Harvester is not only that
its earnings will suffer but also that it
might lose market-share gains mado in
1979, most notably in the heavy-duty
truck business, where Harvester ex-
tended its lead by increasing its share
from 26% to 31%. Already, Harvester's
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inventories, beefed up before the strike,
are slarting to wane, “We're beginning
to hurt for parts,” concedes one truck
deanler in Wisconsin.

Oulspent by competitors. For the long
term, the strike may throw a monkey
wrench into MeCardell's ambitious capi-
tal expnnsitl)n prt}grnm.l umllur \;’hiclsl
Harvester plans n_eapital outlny of $2,

billion from 1980 through Tﬁg?l, com-
pared with $1 billion in the previous
five-yenr period. The program is crucial

Harvoatar's McCardall; A bitter clash with the UAW
jeopardizes his amblilous five-yoar capltal plan.

to Harvester's future competitive posi-
tion, beeanse during the 1970s the com-
pany was embarrassingly outspent by its
major rivala—~General Motars Corp. in
trueks, Deere & Co. in farm machinery,
and Calerpillar Tractor Co. in construc-
tion equipment,

McCardel) acknowledges that Harves-
ter must modernize its antiquated plants
and_reverse jls record of paltry spending
on new product development, not only to
protect its market shares but also to
close the mussive profitability gap he-

Aween itself and its compatition, While
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ity 4.4% net margin Inst yenr was Har-
vesier's high for the 1970s, Decre's mar-
gin regularly topped 8% during the de-
cade and Ciaterpillar's exceeded 7%. The

new capital program is also vilal lo -

improving the investment community's
image of MeCardell, whe hus breen
roundly criticized for cutling costs at
Xerox at the expense of product innovas
tion. .
Already, however, the strike has
forced McCardell to reduee his compa-
ny's capital spending plans for 1980
from $500 million to $400 millian, Nev-
ertheless, he vows to continue fighting
for concessions Trom the uaw, which he
contends are s essential as capital
23 improvements to put Harvester on
4§ an equal footing on costs with jts
! ; compelitors and give it the finan-
+F efal muscle Lo earry ont future
spending plans.
Nightmarish acheduling. Among
other things, Harvester wants the
vaw lo give the company ore
floxibility in mandating overtime
work. At Deere, UAwW memburs
must work three Saturdays a
month if usked, although they may
refuse en five oceasions per year,
But at Harvester, prior lubor con-
traets have always entitled work-
ers {o turn down Snturday over-
time whenever they please, mak-
ing weckend scheduling o night-
mare. Because of such practices,
MeCardell says, “We are losing
between 1.56% and 2% in our mar-
ging through plant inefficiencies.
If we're going to be competitive we
have to get at that cost penalty, so
we_are really serious abput the

Unfortunately, so is the uaw,
whose strike fund—kept intnet
when an auto strike fniled to ma-
terinlize in 2979—now iotals o
comfortnble $300 million. Both
sides nre so entrenched, in fact,
that na negotintions were even scheduled
for most of December and January.

By taking his tough stand with Inbor,
McCurdell is enising questions in the
invesiment eammunity and amongt com-
petitors, They sympnthize with Marves-
ter's plight. “The company by far has
ot the worst unjon eontract in the busi.
ness,” ngrees one industry lnbor negotin-
tor, But there is concern about the
strike’s cost and ita impnaet on McCar-
dell's achedule to ealch up in plant med-
ernization and product development,
Even with o quick end to the strike,
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machinery analyst Larry D. Hallis of
Milwaukes's Robert W. Baird & Co, is
forecasting that Harvester will barely
break even in 1980 and may have to cut
its dividend. "It looks like the company
will be at least 4 year behind where it
hoped to be [with its turnzround plan],”
adds Hollis, )
HNo botter time, Although MecCardell
seems fully awpre of the costs of the
strike, he maintaing there will he no
better time in the near future to drive a
hard bargain with the union, He also
knows that becanse Deere and Caterpil-
lar endured sharter strikes of their own
late last year, they do not yet have

the inventory to exploit fully the -

epenings in their markets, where
growth is expecled to slacken this
year because of the Soviet grain
embargo and general economic
cenditions, As a former Ford Mo-
tor Co, excentive before moving Lo
Xerox, McCurdell also knows the
union he is up agninst.

In addition, he argues that Har-
vester's '$400 million eapital
apending budget this year is still
double the nverage yearly rate
during the lust five years. And the
IH chairman contends that the
strike has not yet foreed any cur-
tailment of key product develop-'
ment at Harvester's five operating |
groups, or of the nctivities of o
newly farmed corporate research
and development team hended by
Chief Technieal Officer Robert J,
Potter, who worked for McCprdell at
Xerox.

Thus, aside from the stymied effort to
improve labor eficiency, MeCardell seea
himsclf as ecssentlally moving ahead
with the other aspects of his plan, Potter
is hiring 800 scientists and engineers to
staff 22 new corporate technology teams,
which will report to him on projects
ranging from vehiewlar electronies to de-
velopment of exotic body and structural
materials. To be truly innovative, these
teams will explore the most esoleric
technologries, according to Potter, “Wo
will introduce projects,” he says, “where
the uncértainties and risks are high."
Mora technologleal atrelch. In 1979, Har-
vester apent 2.6% of ity sales on R4D,
well under the 3.8% of sales spent by
Deere and about 856% by Caterpillar.
MeCardell- has picked this area as a
apecific target for reversal. Hurvester
hopes to boost Ran gpending sharply this
yeur despite the strike, and within five
yeurs McCaidel! sees Harvester ag being
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among the most generous spenders.
“The industries we compete in,” MeCar-
dell intones, “have net done nearly
enough tochnological stretch.”

Such rhetorie is typieal of most exeeu-
tives trained in the word processing
industry but is atypical of McCardel], At
Xerox, McCardell was known as an of-
fective hudgeter and organizer, but the
company's record of innavalion declined
naticenbly during his tenure as president
and chief operating officer from 1971 to
1977, “Xerox developed constipation in
produet development,” says David G.

Jorgensen, senior vice-president of Data-

-+

Chicago pickota: A lui'lglhy shutdown aller Harvoster’ '
demandad VAW work rule concessions in a new pact,

quest Ine, a Cuportino {Calif.) markel
resenrchar, "“The company ignored the
threat of new eompstition and saw its
market sharo of plain paper copiers
plunge from 85% in 1973 to 65% In 1978,
That's not a very good report card.”

The jury is nut on McCardell's new
corporate-run Ran approsch at Harves-
ter. In the past, the company's R&D was
handled mainly by its five highly inde-
pendent product groups, whose engi-
necrs still pre responsible for applying
the final englneering and design work
that leads te commercinl products.
Sources within these groups say they are
not-offencled at the new approach, but
spme outside observers wonder whether
some enthusiasm or ideas might be Jost
in the “hand-off” from i corporate R&D
team to a divisional unit,

So far, however, Harvester has been
more ereative under McCardell than be.
fore. Despite limited budgets, the five
produet groups—truck, farm, construe-
tion, turbines, and components—recent-

Iy have turned out some suceessful new
machines. The $3 billion farm group,
which contribuled more than half of lnst
year's corporate operating profit, gained
market share with a new retary com-
bine, which boasts a gentler rubbing
netion to separate grain from the chaff,
and with a small, highly maneuverable
four-wheel-drive Ltractor called the ¥2 +
2" Work on both preducts actually be-
gan hefore McCardell arrived at Harves-
ter, but the new chairman accelerated
their development. He has alse initiated
design work on a new generation of fuel-
efficient tractors. Aside from that,
MeCardell is extremely secretive
regarding the types of new prod-
uects the compuny is developing.

In the meantime, McCardeli is
moving forward with his cost-cut-
ting plans. Sipce he joined the
company, he claims to have elimi-
nated 11,000 jobs out of 15,000 he
wunts to eut cventually, While he
has had to ndd other positions in
order to handle Harvester's 40%
aales growth during the last three
years, the net result has been that
total employment has risen only
from 93,200 to 97,600.

Foralgn growth, Once the impact of
the uaw strike is absorbed,
McCardell hopes to return to his
five-year plan to invest $500 mil-
lion a year o bring in more now
and sophistieated production ma-
¢hinery ns well as to broaden pirod-
uet lines and marketing penetra-
tion in the 11, 8. MeCardell wants espe-

‘eially to expand the company's mix of

construction equipment, sales of which
now fotal §1 billion. He is also attempt-
ing to grow internntionally, Last year,
Harvester bought its way into the boom-
ing Brazilinn agriculture industry hy
purchasing onc-third of the equity of a
combine manofacturer there. MeCardel)
says he also envisions a bigger reole in
Europe for hig truck jeroup, whose 1979
world revenues were $4 billion.

All of MeCardell’s long-range plans,
though, nre not ns firm ns thoy were
before he deeided to take on the auto
workers, Should the strika be Turther
prolonged, McCardell may find his chal-
lenge not in cost reduetion, research, or
maodernization, but in winning back cus-
tomers laken by competitors. “Our
members,” suggesis one unionist, "are
Jjust not prepared to give any relief on
the overtime issue, Like two wrestlers,
right now we each have our best
hold," »
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mitted early in May, could cost the com-
pany at least $100 million by 1981,

The problem, of course, is that while
RR' revenues come in the form of dol-
lars, the majority of its raw materinlsand
labor costs are in pounds. The fact that
the pound has soared 26% against the
dollar since early 1978 explains why RR's
new chairman, . Sir Frank McFadzean
(Fornes, Pec. 10, 1979), reporeed a 'yery
disappointing” $132,5 million loss {or
1979 on sales of $1.9 billjon, This has led
to a certain amount of levity in RR%S
waork force, "Here's the eompany always
exhorting us to increase productivity,”
says one worker, “We do, and all the
effore is knocked into oblivion because
some financial wizard miscalculates.”

Miscalculation, of course, had nathing
to do with it. “These arent actual
losses,” explains RR's ex-chairman, in-
vestment banker Lord Keith, who head-
ed RR for the seven years up to the end of
1972, Keith, now back full time in the
private secear with Hill Samuel, goes on:
“They are provisions [or losses that
could be mude [on engines tlready sold|if
sterling remaips at its present level
{$2.25), I personally don' think it will.”
Interviewed by Foruks in his office next
door to RR's London headquarters, the
elegantly pin-striped Lord Keith was
unapologetic about contracts [as with
Pan Am for TriStars ad Eastern for
757s) that critics say were priced too
low, He says the prices had to be low
keep RR in the running “The others
[RR' eompetitors| take contracts on 4
marginal basis,” he says. “This s the
fight for market share,” He is right, of
course, Had RR eried pricing its contracs
on the assumption that the pound was
going to be driven higher by Britnin’s oil
wealth, RR probably wouldn't have ended
up with any U.8. business at ail.

At any rate, the present situation is
nothing lilee 1971, That was the year RR,
still a privare company, ran oue of cash
needed to develop its RB 211 series, ¢
failed to get Bdward Heath’s Tory gov-
ernment to hand aut the kind of bailowt
Lockheed, its partner on che TriStar proj
ect, got from Congress, Instead, RR went
into an  image-crushing  bankruprey,

- State eakeover followed, though the

famed 2uto division was reborn as a sepa-
rate, publicly held company. .

Cash is again running fow ac RR, but
this time bankruptcy isn't an option. An-
other antihandout Toty government has
been quick to affirm its support far the
current programs, which include devel-
oping the Rl 211-524B for the advanewd
TriStar and the RB 211-535C for
Bgeing’s 757—~the first time Boeing has
used a foreign engine as standard equip-
ment on a new model, Impeessed, Sir
Keith Joseph's Indusery Ministry rapidly
anted up additional aid of 5408 million
for this year, and converted sume inter-

-est-bearing loans to noninterest equity.
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Rolli-Revee RB 211524 in froduction
The pound scared: So did losses,

Bumpy road abead. So bit the accelercaior,

says Ceommins Engine’s Henry Schacbt.

/4@2/

Rolls is far from being the only Brivish
manuficturer hure by the strong curren-
cy. Unlike some of the others, however,
RR is important in that it helps keep
Britain in the forefront of technology, Tt
certainly didn’t hurt the company when
it was announcwd last maonth that
America’s Prave & Whitney would team
with Rolls to produce jointly a British-
designed engine for jet fighters that will
be eapable of vertical and shore-run 1ake-
offs. Apparently Prime Minister Marga-
ret ‘Thareher and her ministers have de-
cided that RR’s prospects are pood
enough o warrant the extra aid,

“Spain 300 years ago was ruined hy too
much silver,’* Jaments Philip Whitehead,
a Labour member of Patliament who
sees oil as a similar threat to Britain
today, Whitehead, whose constinuency
includes 18,000 Rolls workers, often ex-
horts the government to drive down the
pound’s value. Alas, in this complex
madern world, a strong currency creates
as many problems as o weak one, B

Fasten
seat belts
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By Harold Seneker
H'N 1974, 80% of Cummins Engine

Ca., Inc.’s backlog was canceled jn 2!

days. This year, Henry B, Schache,
43, already plans 2,000 layoffs among his
12,000 Columbus, Ind. workers, But un-
like a lot of business people Schacht is
already making plans for 1990, For Cum-
minsg (1979 asswes, §1.1 billion), tha
mueans capital spending of nearly $900
million in the next five years, at least
$400 million af it using new debt.

That may sound very gutsy, but CEQ
Schache and his board see it more as a
necessity, despite the exceeme volatilicy
of che heavy-duty diesel truck engine
business, Facing competition from Gen-
eral  Mators, Caterpillar  and  Mack
Trucks, big Ewropean competitors, and
the frequently whimsical surveillance of
the Environmental Prowection Agency,
Cummins is not withoue its problems,

Cummins stock has lagely been selling
for around 294, aboue 4.3 times 197295
carnings of $6.68 a share on saies of §1.7
billion [down from §7.99 in 1977, and
not very tupressive when you cansider
that bouk value is 8§57 a share and pet
current gssees come o nearly $33, “The
price is being held up as high as it is,”
grouses one security analyst, “by take-
over rumors because Gulf & Western
bought 513,000 shares [ahout 6.15% of
the toal oatstandingl” Buc then, seem-
ingly conuadicting himself, he adds that
the founding family still owns 25%, “amd
you're no guing to doanything without
them.” Which maybe says Charles Bluh.
dorn really is luying for investment and
sews things that less perceprive investors
are (missing.

Unlike investars with & short atten-
tion span, Schache must consider the
middle distince. And whae he sees is
that the price of diese] fuel, now around
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51.10a gallon, conld well cost 850 gallon
in 1990 {an increase of only 14.7% a
yearl. And thay, as Schacht and Cum-
mins see it, creates ppportunities Cum-
mins cannot pass up, however big the
capital investment,

Dicsels’ fuel consumption runs a good
third below that of gasoline engines, and
maintenance costs are minuscule by
comparison; the engines last as much as
500,000 miles with only minimal over-
hauls, You invest 2103 times the price of
a comparable gasoline engine o get
thase savings,

In the days of cheap fuel, thay kind of
ccanomics worked mainly in the heavi-
est workhorse  situations—heavy-duty
Lighway trucks [Class 8, 33,000 gross
pounds and up), monster offroad vquip-
ment and such industrial applications as
generator ses. Or in Europe, where fuel
costs wert already high, Under Schacht’s
predecessor, I, Irwin Miller, Cummins
sobd ro these other markets, but concen-

trated on building the biggest, highest- -

priced, most locrative truck engines
whose reputation was so high that trick

buyers witen speeilivd Cummins engines
in GM, Mack or Invernational Harvester
vehicles,

Thanks to OPEC, the market is broad-
ening decisively and, strictly on a cost-
benefit basis, many smaller trucks ought
1o have diesel engines, says Schacht,

So, on top of Cummins' ongoing cap-
ital spending, Schachr is adding cnstry
new engines to compete for smaller
truicks. That includes huilding an entirely
new line of smaller engines with |1
Case, Tenmeco's offrond cquipment mak-
er. These engines, designed for Case's
producss, will he adaprable .t trucks all
the way down 1o pickups. Altogether,
they will require an invesoment by Cum-
mins of $600 million.

Schach, a carceful, logical man, is ohvi-
ously excited by the prospects. “In the
U8, there is o marker of ahaut 200,000
Class 7 and & trucks a year; it's growing
perhaps 2% ta 3% a year, and it's vinual-
Iy all diesels. Adding Class 6 virtually
doubles that marker, Then there are
Classes 3, 4 and 5, anly about 40,000
spucialty vehicles a year in the WS, but

Hoeury 8. Schvicht of Cununins Engite

The way the price af gnsoline is going up, it's a bargain at 5900 million.,

a4

very big in Europe, and we get a third of
out revenues from abroad now. Finally,
some 300,000 or so of the harder-worked
Class 2 pickups might hecume candi-
dates for divsels hy 19907

Schachr spins our these plans at his
temporary headquarters in a small for-
mer hotel on Washington Street in
downtown Columbus, Ind., while Cum-
mins' three-block-long concrewe office
huilding goes np a couple of blocks away,
He makes clear that Cummins' phenom-
enal success in 1976 and 1977 was unsus-
tainable, hecause it stemmed (rom a one-
time advantage over its principal com-
petitor, GM's Detroit Diesel Allison
division, Cummins introduced a fuel-ef-
ficient cngine that GM couldnt match
{Fonrnes, fuly 15, 1977} and its share of
the Class 8 market shot up from a tradi-
tiomal 49% 10 54%. That's why earnings
in 1977 hit §7.99 a share, compared with
the previous vyclical peak’s eamings,
1973's $3.53 a share. The GM division,
whase market share dropped below 20%,
came back quickly with its own im-
proved models and muscled its way back
up by offering costly warranty deals, At
the same time, Cummins ran into highly
uncharacteristic manufacturing glitches
un EPA-required changes. )

Now the pricing pressure is moderat-
ing, but the recession ds upon us, The
first quarter camings, hurt by the Inter-
national Harvester strike, were only 31
cents a share, compared with $2.66 a
year befose, Margins swing wildly in had
years, sa Wall Street estimates for all of
1980 range upward from $1.60 a share.

But cven if the recession worsens,
Schache feels the company’s fundamens-
tal financial structure is more than ade-
quate 1o support his expansion plans:
"People forget we are a E:rgu-cash-flr)w
business, Our aperating profit last ycar
was $107 million and depreciation was
$43 million, while interest expense was
$22 million and the dividend §$15 mil-
lion, It's cash Nlow that pays the interest
and the dividend.” Which leaves the en-
tire net profit for reinvestment,

“Actually,’’ says Schacht, “our worst
cash stress is right now, when every-
thing is still going full tilt and costs are
rising from inflation, and we have to
carry large amounts of inventory and re-
ceivables, Butincoming business is slow-
ing down drastically. Later, during the
recession, the recejvables and inven-
torius run off and cash flows in,

“We don’t begin any stage until we
have it completely prefunded,”” Schacht
govs on, "and we have several points
built in where we can stretch things out
il we need to, We assume another 1974«
75 recessian this time, and then a second
recession around 1985."" There's a eer-
tain risk, but with OPEC and technology
on Cummins' side, jt seems minimal,
Still there eould be a rough ride for Cum-
mins, for a while, &
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1.S. fruckers are

fighting a shake:

Despite harsh times, APA Transport’s aggressive approac
its and it's preparing for further expansion

by Harlow Unger

Hcccssinn and Lhe beginnings of de-
regulation have combined to toss
the U.S. trucking industry into tur-
moil this year, Tonnage for less-than-
truckload carricrs is off 32,2%; sev-
eral larpe carriers are reported on the
verge of bankruptcy, and Wilson
Freight Co., of Cincinnati, the 17th
largest U.S. common carrier, has al-
ready filed for bankruptcy.

The tonnage decline is largely the
result of the disastrous 30% decline in
new car sales and a 50% drop in con-
struction of new homes. Nearly 10%
of all common carrier traffic in the
U.S. is related to the auto, steel, and

28

construction industries.

New-car haulers report a 50%
drop in their business so far this year,
whilc truckers specializing in hauling
steel say their business is off as much
as 40%. )

Compounding the effects of lower
revenues has been the soaring cost of
fuel—up B80% over the last 18
months. An Interstate Commeree
Commission regulation now forees
carricrs to pay drivers who own their
own rigs a diesel surcharge for less-
than-truckload shipments.

The surcharges range from 2.3%to
13% and has driven a lot of business

)1k

h is bringing in record prof-

away from common carriers, Many
manufacturers now find it less costly
to operate their own trucks—espe-
cially in the face of deregulation,
which permits captive fleets to haul
goods for other companies on thelr
return Lrips,

Although deregulation won't be
fully implemented for a few months,
its effects are already being felt,

“Lately,” said one industry ana-
lyst, “the ICC has shown a relue-
tance to go after small companies op-

' erating without a certificate, This has

undoubtedly opened the door to ille-
gal truckers willing to haul for lower

BUS & TRUCK TRANSPORT
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rates.”

The presence of so-called illegal
trucking has already forced some le-
gitimate firms to offer discounts.
Commercial’ Lovelace Motor

" Freight, Inc., of Columbus, Ohig,

Garrett Freightlines, Inc., and Ma-
son & Dixon Lincs, Ine., are now
offering 5% discounts for five ship-
ments Joaded at the same time but
destined for diffcrent delivery points,
Discounts of 10% and 15% are avail-
able for 10- and 15-shipment loads,

Such discounts on anc-stap pick-
ups are just one tactic being used by
established carriers in their fight 1o
survive, For not all truckers are fac-
ing bankruptey, True, a shakeout in
the industry is under way. But, the
process is the usualindustrial story of
the rich getting richer and the poor
peorer,

Hemlthy carriers are gelling
healthier at the expense of their
weak cr competition. To see just what
is happening in this most eritical pe-
riod in the histery of American
trucking, we've taken a close look at
operations at two important Ameri-
can trucking compunies-—one, the
now-bankrupt Wilson Freight Co.;
the other, the thriving, expanding
APA Transport Corp., of North
Bergen, N.J., just across the Hudson
River from New York Ciry.

Wilson's problems began during
the harsh winter of 1977—a boom
year that was interrupted by the bad
weather, Another harsh winter in
1978 also hurt husiness. Unlike ather
trucking firms, though, Wilson re-
fused to sit by idly and absorb its
losses.

It sought 1o expand by taking over
Strickland Transportation Co. of
Dallas, & near-bankrupt firm that
helped extend the Wilson system into
31 states. With more than 70 termi-
nals and nearly 3,500 employees, the
company grew into a major factor in
Amsrican surface transport.

Then came the April, 1979 strike
of union drivers, followed by a scitle-
menit costing 27% in wage-and-bene-
fit increases over three years, Com-
pounding matters was the fuel
shartage followed by the surge in fuel
prices. .

Wilson finished last year with
losses of $2.9 million on revenues of
fust under $200 million (U.8.), and
the company's accountants were pre-

.dicting further losses of $12 million

or more far this year,
‘What they didn't know at the time
was that the most severe recession
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since the depression of the 19305 was
abaout te break out. By March of this
year, Wilson's traffic had dropped
0%, When it filed for proection
under Chapter 11, the company was
in default on loans totaling $22.4 mil-
lion,

The compiny teld the court it had
*run out of cash with which to pay its
bills" and that a consortium of banks
headed by Citibank in New York had
refused to extend new credit or set
new terms on & defaulted $18.75 mil-
lion ¢redit agreement,

The company didn't go down
without & fight. When John E, Shore
took aver as president last year, he
immediately began cutting costs and
irimming fat off the company, laying
off about 85 workers and closing 15
company terminals.

Then, last spring, Shore appealed
to the company's employees to help

Arthur E, Imparnlore, president and co:
faunder of APA Transport Corp, in North
Bargan, Naw Jersey. The racassion, soaring
fuel costs, and darngulation don't seem to
bolher his firm's profit piclure—APA had
tha bast operaling ratio of all U,S, common
carriors in 1979, "Wa've gof a aurplus af
managerial tatant ia this company,” he

says.

save their company by buying 4 mil-
lion new shares of stock in Wilson at
S4ashare,

By mid-July, only a few days be-
fore the company went under, the
company's workers had subscribed to
mare than $11 million of the $12 mil-
lion offering, and marale of the entire
work force seemed 1o reach a peak.

Although Citibank had initially
supported the project, it suddenly re-
versed its stand, following the sharp
slump in March, and decided to fore-
close its loans.
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* “The economy killed us,” declares
Shore,,wha now says he plans re-
building the firm from serateh into a
solid, though far smaller carrier, Un-
fortunately, his plans won't save the
Jjobs of the company's 3,400 workers,

“There's a disaster out there, a real
disaster," he says, referring to the
trucking indusiry, as he 'prepared to
close his company's terminals.

The disaster that struck down Wil-
son daesn't seem to have affected
APA Transport, which, according to
some admiring onloakers, “seems to
be operating in another country,”
where recession, soaring fuel and la-
bor costs, and deregulation don't even
exist,

APA is cxpecting revenues 1o
reach a record $66 million (U.S.) this
year, and the company has already
launched plans to expand its territory
to include all of New York State,
Pennsylvania, and New Hampshire.
Added to its present territories in
Massachusetts, Rhode [sland, New
Jersey, and Connecticut, the new
areas will expand the company's
market to o region of 50 million peo-
ple.

Demographic considerations such
as population base may scem a bit
strange to the trucking industry.
Such figures are the kind usually
used by food produet and toothpaste
producers in determining marketing
areas,

But it’s this kind of aggressive,
computerized approach to marketing
APA's services that has made the
company the U.S. trucking industry's
most profitable company,

“We're propelled to expand,” ex-
plains Arther E. Imperatore, the §5-
year-old president and founder of
APA. He still owns 94% of the com-
pany's shares. “*We're responding to
the environment that we think will be
created by deregulation,”

Beeanse he believes deregulation
will open the door to free competition
from all diteetions, Imperatore wants
*to pet there first,”

In addition 1o expanding the basic
territory, the company is also plan-
ning to get ICC approval to “pigpy-
back™ containers to terminals as far
west as Detroit, Indianapolis, Chica-
g0, Louisville and St. Louis.

Although still a short-haul, less-
than-carfoad trucker, APA believes
that intermadal transport will be-
come basic (ransportation in the fu-
ture, and Imperatore is eager 10 ¢s-
tablish links with rail, sea, and air
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transporl now,

APA has always been an aggres-
sive, efficient firm with a willingness
to use carefully collected data 10
make decisions. That's why the com-
pany did not expand last year.

"We're a very conservatively mans
aged company,” Imperatore ex-
plains. *We'll 1ake our steps after
careflul planning and not at the ex-
pense of any existing services, We've
got a surplus of managerial talent in
this company.”

APA is anc of the few trucking
companics in North America that is
not managed Yol the lop of the
owner's head.” The company is
staffed and run by business-school
grads who believe in computerized
data, The result is a large corps of
loyal customers, )

"They are almost mysteriously ef-
ficient,” says the president of one
company that refuses to deal with
anyone else.

"APA offers n Cadillac-type ser-
vice," says the traflic manager for
Johnson & Johnson, the big health
products firm. “They charge more
than some competitors, but if they
say they'll deliver tomorrow, it will be
there.”

Behind APA's remarkable record
is more than a computer and business
school training, of course. Imperatore
is an old-fashioned salesman, who,
over the years, has built his compa-
ny's elientele by making personal
calls on customers and delivering on
all his promises of’ good service,

The company’s relations with ship-

pers in the 6,000 towns it serves is
“absolutely solid,” says one industry
analyst who is familiar with APA op-
erations.

While most truckers in the U.S.
are now preparing for what they be.
lieve will be a vicious rate war fol-
lowing deregulation, Imperatore is
preparing for what he believes will be
the growth of an entirely new form of
transportation—intermodal small-
volume shipping and courier traflic.

“We're not worried about rate
wars," says an aide. “We already
charge morc than our competitors,
and we'll continue ta do so in many
arens, We offer perfect service, and
our customers are willing to pay for
it. They're loyal and they won't be
lured by discounts from fy-by-night
operators.”

Confident of jts relations with old
customers, APA is now preparing for
its predicted expansion of small-load
traflic by doubling the size of its
main terminal in North Bergen, N.J.,
at a cost of $4.5 million.

Unlike Wilson, APA is virtunlly
debt-free. Afthough the company's
costs have climbed, they have only
reached about 85% to 86% of reve-
nues, compared with 79% last year.
The compuny, nevertheless, remains
the industry’s most profitable car-
rier,

Imperatore predicts this year's
prafits will wop last year's $5.7 million
and that even il a rate war reduces
the industry to “just o handlul of sue-
vivors, we're poing to be ane of
them,” a

n. s oy -

Microfiim

The Microx microfilm system was re-
cently introduced in Canada by Bell
& Howell,

The system, comprised of five ele-
ments, is a management information
eentre utilizing mierofilm designed
especially for small- to medium-sized
businesses.

Taking up less space than a stan-
dard office desk, the Microx System
records, fles and displays informa-
tionin one 10-second step. A dry pro-
cess allows o user to store 3 file folder
af recards (up to 98 documenlts) on a
single 4-in, by 6-in. microfilm,

The five elements of the system
ares

ysiem unveiled
for transport companies

& Microx masters (the 4-in, by 6-
in. fite)

& Microx CPM (the 5-second re-
corder)

& Vesicular duplicates (for infor-
mation distribution)

& Printer (prints a duplicate of the
master)
# Processor (develops the duplicate)

Whenever & user plans to record a
document or complete a fle, a
Microx master is ingerted into the
CPM. ‘

The Microx System is priced at
$21,375 and is available from Bell &
Howell Microimagery Division

branches across Canada. 0

33




e e Y Y AT i e e,
A - W > T emm T

Harvester falls flat
on its bargaining goals

Internationnl Harvester Co. is on the
verge of settling o Ditter five-month
strike by the United Auto Workers,.but
the $84_bhillion.manufacturer-of trucks,
farm lmp!cmcnt.s,.-nml._cnnstrucl.mn

—equlpmcnt 5 u_:mergmg [rom_negotin-

tions~WiH déen financial wounds, loat
market-share; and i, cliir coniracl. vie-
torics”Tn resolving the stickiest issue,
Harvester hacked. down. from  its key
demand, whuh. wis designed to enable it
to furce avertime work at.ifs. manufnc-
t.urmg, “plinis, Mercover, the company is
gaining only partial relief on its second
pivotal propasal, aimed at restricting ex-
cessive transfers of employees between
different johs, "Nobody wins in a long
strike,” notes Eli 8. Lustgarten, an ann-
lyst with Paine Webher Mitehell Ijuteh-
ins Inc “But_there is--ni-question thc

) ump.ma_' ig t Lhe hu,_aner_m this-one.”

Hurvesier is paying dearly for its
tough bargaining stance. The company
took n $222 million loss in the quarter
that ended Jan. 31, and with most sec-
ond-quarter production already wiped
out, tatal strike-related losses conld ex-
cecd $350 million. Deht has hul]oaned
43% to ahout $1.9 billion, the company's
commercial paper rating hag been Jow-
ered one notch m,,Emnnxlby Moody's
Investors Service, and Hurvester's stock
has withered-to-1os3 than $27 per share
from a 12-month highof $45.50.

‘No signifticant chenge.” The diapute,
which has idled 85,000 Harvester work-
ers since Nov, 1, will prabnbly be settled
in early April for pbout the same 33%
inerease in woges and benefits over three
years, assuming 8% annual inflation,
that Deere & Co. nnd Caterpillar Tractor
Co. agreed to last fall. Harvester Chair-

.man Archie R. McCardell has insisted -

that his recently scuttled demands wera
easential Lo bring costs in line with his
more profilable competitors’. But that
goa) has evidently eluded him,

On the overtime issue, the company
apparently has given up trying to get the
right to require at least 14 Saturdays of
work annually, The vaw, which bristled
at the thought of "giving back™ an exist-
ing contract provision providing only
voluntary overtime, would only agree to
form pools of plant workers and laid-ofl
employees who would be willing to work
extra shifts if regular production line
workers refused. Says UAw Vice-Presi-
dent . Patrick Greathouse: "There are
no mandatory days, no significant
change from the prior contract.”
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. Similarly, Harvester hus retrenched
from an initiative that would have re-
strieted nn employee's transfers withina
plant do two in a single year. That issue,
which was pushui dewn to local !mrwn-

* ing units, is being resolved rather Kber-

ally.

In o tenlative agreement with uaw
Loeal 6, which represents some 3,000
workers in Harvester's Melrose Park
(1L} plant, an employee can bid for a
new job every 90 days—although he

Strike-related losses could
exceed $350 mlllion.
Debt has ballooned 43%

must aceept, it iF it is offered. This would
halt anly the most flageant transfer
abuses, which are especially pravalent
among bored young workers. *Our peo-
ple will eontinue to control their own
destiny,” contends Robert H. Tinker,
president of Loeal 6.

Harvester is not yet ready to discuss
its propress in current negotiations or
the impact of its compromises until sev-
eral remuining issues are seitied and a

contract ratified. AL the central bargain-

ing table, negotiators may still haggle
over Uaw work-rule prnrnmtwes in new
Harvester plants and the reassignment
of piece-rate employees o other duties
after they finish their regulnr work.
Meanwhile, Harvester is making plans
to gear up its factories as quickly as pos-
sible following n settlement. But the
company will have n difieoll. chore of

recapiering markel share during a peri-,

od of slack demand in all three of iis
major lines. Competitors have been ben-
ofiting from Harvester's low invenlories.
Deere, lor instance, has raised its 1980
production schedule for Narth American
farm equipment by 16%, even though,
aceording 1o market research firm Data-
quesl Ine, farm equipment demand’ will
be off at least several percentage points
this year,

Harvester will also have the formid-
able task of putting its balance sheet
back in shepe at a time when it is trying
to eateh up with competitors’ larger cap-
ital investment programs, Says analyst
Lustgarien; “It's not a company you'd
want Lo own in a credit crunch.” "

RESOURCES .

A respite for zooming oil prices

The Mar, 25 announcement by Saudi il
Minister Ahmed Zaki Yamoni that Sau-
di Arabin will maintsin production at a
high, 9.5 million-bhl.-per-day rate for
another quarier should assure a seft oil

-market worldwide and sinble prices

through the summer—barring & political
Blowup in the Middle Bast. Recently
announced cuts of around 1 million bbl.
per day by other ofl-producing countries
will prevent major erosion of existing
contract prices but will not provoke an-
other price flare-up, al least in the near
term, most market analysts helisve,
Consuming countries, led by the U. 8,
can sharo eredit with Saudi Arabia for
this relurn to market stability. U, 8, gas-
oline demand is running 7% below last
year's levels, and U, 8. crude oil use is off
more than 10%. Most government pro-
jections show totel Western and Ja-
panese ofl demand dropping in 1980 by
around 1 million bbl, per day even with-
out & major recession, Stocks are high
nnd available production excceds con-
aumplion by an estimated 2 million bbl,

perday.  *

- Seluctive buying. In response Lo this fall-

ing demnnd and the Saudi willingness to
keep production up, the market is finally
losing its prolonged case of the jitters.
“Before, people were buying every-
thing," says Theodore R. Eck, chief econ-
omist for Standard 0Qil Ca. {Indiana),
“Now, they're getling very soleetive,

Thiz won't mean the price will stop

rising, but it will mean nn end to rapidly
escalating averape world erude prices.”
While most murket analysts agree
that contracl prices witl hold firm, there
are rumors of discounting and the elfec-
tive price for ofl is already falling be-
cause of # drastie shrinkage in volumes
being sold at prices above contract levels,
Spot prices are still $4 1o $8 per bbl,
higher than contract, but Petrolewn In-
tellipence Weekly, an oil market news-
letter, ealenlates that only 700,000 bhl.

e ————— e .

doomed a Texas port -

How‘éiéck oll demand .‘, .

The ‘Texas Deepwater Port Authority
his decided to cut back its operations,
clTectively killing a proposed $1.2 hillion
superport 27 mi. off the coast from Free-
port, Tex, The decision makes the Loui-
sinna Offghore Cil Port (100P) the only
U, 8, facility that will be able tn handle
supertankers dircctly,

The Texas port was propuosed in De-
cember, 1975, as a way to handle ime
parted oil enrgoes from very large crude
carriers (vices)—sghips that can handle
as much as 550,000 dcudwmght tons, A
consartium of ol companies, known a8 ;.
Seadock Inc,
build a fnclllty that would be capable of .=
hundling 256 million hbl of oil dullym-’

applied for a license to t;
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Heavy~duty truck retail sales for Class 7 and 8 trucks
(26000 1lbs. gross vehicular weight (GVW) and over) this year
- oo
are forecasted to total NEMEERP units., This is a drop.of
0.0 percent from the 222,698 units sold last year. Manu-
ANMLULAN -
facturers of heavy~-duty trucks predict a meager realAgrowth
rate of only 2.0 percent or less in the next ten years, with
a turnabout in retail trade starting in the second guarter
of next year.

The reasons for pessimism in the outlook for heavy-duty

truck retail sales are:

2

~=Current high inte.rest,\if continuing through the first
quarter in 1981, could stynie prosplects of a turnaround
in the business.

-~Overcapacity has been a problem for the heavy~-duty truck

producers. Even with truck assembilers; namely Chrysler,
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piamond Re®, and Brockway disappearing from the heavy-‘
.dupy rig trade after the 1975 recession, most truck

manufacturing facilities have operated at half capacity

for most of this year.

~=Heavy-duty truck production costs are going up and profit

margins are going down. ‘This ﬁill inhibit the building
of modern and efficient manufacturing facilities neéded
in introducing new fuel=-efficient trucks, Paccar Incor=
porated, assemblers of Renworth andfPeterbilt heavy-dutj
trucks, is the only heavy=-duty rig producer to show a
profit ($64.8 million) for the first nine months of

1980. HMack Trucks Incorporated, a company whose size

and production output is comparable to Paccar Incorporated,

lost $12,3 million for the same period this year. Mack
is also closing and selling its assembly plant in Hayward,
California by the end of this year, This move would
permanently lay-off 700 empibyees and transfer Mack's
Gruiseliner and Super-liner assembly to phe campany's

main assembly facility in Allentown, Pennsylvania.
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International Harvester, historiecally the number one

o T e o IMILLION, - o
IR Ny

producer of heavy-duty trucks, lost am KN

“DECEMRER
siceinigrrey for the EEEEEEREN vear ended Sl 31, The

172~day strike last yéar and the recession this year

has hurt”the company, and this will not help the company's

plunging credit ratings. The company has total short

and long~term debt of $2.% billion dollars and $1.3
DECEMESEZ.

billion in equity as of the end of DNNENERR 31, 1980,

White Motor Corporation, producer of White heavy-duty

trucks, lost §46.8 millien in the first six months of this

" year, and is already in Chapter II bankruptcy proceedings.

White's heavy~duty truck market share has been tumbling

from 20.0 pércent in the 1960's, to 5,7 perceht‘in 1979 and »

to 4.5 percent in the first nine months of this year.
General Motors, Ford and Freightliner do not break ont
earnings from truck operations. However, industry analysts
feel that these companies suffered losses in the same

magnitudes as the othex truck manufacturing companies.
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E o Industry analysts predict that the U.S. heavy=duty truck

f: market will test the efficiency and marketing abiliﬁy of

‘5 the "smaller independents" like Mack, Paccar, Freightliner,.

and White, against the financial clout of the big three
heavy=~-duty rig producers; namely General Motors, Ford and
International Harvester, It is feared that, if the economy

L4

remains sluggish with high interest rates for most of next

year, some companies will follow White in a Chapter II

bankruptcy process.

Robert Vv, Coleman
BEddie G. Japzon
566=7415
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Lindon lnmcnw thal olner aagar ol

'?Iy chases of Royal stock will be idenuficd nt

Y80 the hearings. Said one source, “The hear

sl Hitld are going 10 open o “hole ean of
al; worms,* AT

% Chief among thcse nh encrs bt.!lcwe. 15

b]a lax takeover and lnslder ,ules In Canada,
&7 s 8 result of the Campedy bld, the com-.

insider-disclo,

#¥5ure requirements, during. takeover blds.”

T More rule- ﬂghtenlng seems llkely, though
Ylegal experts doub! the commisslon will set,
u.miu 1o managemeant's abllity to, ﬂght an;
" unfriendly takeaver. However, the"! ngnncy\
1" mﬂd foree dirpetors of an acquisition can-

nl.ng “"didate to disclose more infermation nbout
rom ',hanhe eompany intends to fight the bid:

that . Takeover fights are nlways  dirty’ i
‘Hon; hoted one source close to the Campeau bid..

con-*: .“But 1'm skeptical that Royal went about;
b7 ts defense in the most cthical way‘_pnssl

T !hem e e Lo e rdifae
used ¥, Whethier ‘énough” Informiation 1s: *dls
Ken-:~ closed at the hearings 1o prompt a share-
pags, 5. " hoider. suit against Royal isn't known,
Atles -..;rrust Industry analysts believe ‘that” “mos
»seasoned", investors probably 'seld” their |
*"Poyal shares intothe market durlng the,

tore, oo
that' , Juksston st month. tightened

“that 3

ther,
Lhen -bid 10 avold a shure price fall If Campcau
‘Asa’ fniled s e

loyal .-, Pl Anisman, ;1 anonto securities law:

'f the; yer. sald that it Rayal is showh lo o haye' -.i'
T bid, #F Dlated securities laws, “the dnmagc to’ th i
ln!or-; repuumnn" of ‘the”80-yedr’ trust compiny; :
‘dectz; Y with ties.to Canada's’ enruest “financlers
fra and industrlalists, will be the most serlons
iwere  mspect of the he'mngs. f

18 10 Campoal’s executive vlcc pre-idenl.
‘od to  William Carroll, wouldn't comment on the
i conpany's pl'ms regarding Royal, Alter
‘ce o! the bid fatled, Campeau privately pur-
U re- chased an 8.3% Interest [n the trust com-.
llega-.  pany, “We'll just have to wail lo see the.

{ that  resulls of the hcaring." he sald it o)

i dun equipment _maker wouldn't say how

Alte

Seven Are DlSClph.r‘led
|After Inqmrjf'B_’_" v, U- S

Jmn\su.t.brnsnmunnu.aluﬂneyurm i
WASHINGTON .—:The "Justice Depart-
ment's  $500,000 inves!!cnt.ion into lenks
nbout Abscam has led to disclplinary action
t seven employes but has failed to
plnpoint who originally distlosed the under-
cover aperation, officlals sald. -

The department anneunced diseiplinaiy
steps ngalnst two prosecutors and Jive
agents of the Federal Bureau of Investiga-
tion, They wera charged with dlsclosing or
confirming details of three Investigations:
Abscam and Brilob, both undercover probes
aof officlal corruption; and Pendorf, a secret
Investigation of Teamsters unlon pcnsion
funds and organized crime, ;- - -

arier

n reve-
'r actly-
thoades
[ fsscnl

. sluu-e.
weartler
l. Reve-
:ut 5%
ter Jast

% midlion
thoades,
e profit-
son ac
nt fs the
Ing con-
‘mprove-
ihe pay-

dered the broad Investigation last February
soon after major Jeaks about Abscam were

[ ) year. day that despite the department’s Investiga-
| $157 a
20.9 mil-
cnmpar-
, the s!x

Ml& =

t morket
ly heavy
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sild: thay effeltive Jan; 11t But 1he sataries
of 26 Torporate Dificers by 20%, and put o
freeze ‘on the salaries of about 30,000 other
office employes 3'{or an indefinite pcrmd "
47 A Spokesman forthe farm and constrics

Thieh’the | mmpany hoped to save with the
“but he said they are cfloris "o
bring “coists ‘under maximum eontrol during
a.period_of high Inferest rates, lower de-
mand from 'the tndustries Harvester se.-ves.
and Increased debt load.™

Financlally troubled Harvester, which re
ported a deficlt of nearly $00 million in fis-
cal 1980, ended Oct, 31, has been looking for
ways lo save cash, On Dee, 18, Harvester
slashed its qumer]y dl\'idcnd hy more thian
50Fa,  1i%) : :

The Harvéstcr spokesman sald that the

-,'

"Hy.‘r“’.'-: R
AT
¥

T

J.mu x . MAlcolm, "
>, Kiss

Forhos Jr 4

‘.*

Rnhcn ﬂlmherg )
Mnrgan Manfield .
Aleannder Paris”,
rra n# Pick H ‘:
" Arch Crawford
“Ralph Goldman
-Jahn O'Donnell |
o Slcphcn Zarlenga ©
" Huuard I\ntz .

John Kacur
Daniel I’Jrn-

T MARCH 12
g $325 SlNGLE
A AT THE FABULOUS

CALL:
Investmont Steategy Seminar

[305) 564.7681 - Local
7-800.432-8730 - Florida Toll Fre

T P.ml Erdnmn 7 l
Tcrry [.:lun‘dry

© Edward Lulluuk s -
TAllen Cg.rnrul

: Geurgn anhurh

L 1-800-327-88563 - U.5.A, Toll Free

1

1
’n

ik
b

Al

2 l:.' .

‘? Sl'u.-

1.3y Dr
: 15 198.

$575 -HUSB:

DIPLOMF

7 HOLLYWOOD/ FT. LAUDERDA!
. For A Complote Golor Brochl

" OR'WRITE
Investmun

3060 Nor!
L F1, Lnude:J'

| 'salary of Harvester chairmun and chief ex-

ecutive officer, Archie R, MeCardell, was
amang those cut, In the Feb, 21, 1980, proxy
staterment, Harvester listed Mr, McCardell's
anoual remuneration from salaries, fees,
commissions and bonuses as $845,404, but
the spokesman sald Mr. MeCardell's base

In November, Harvester's directors for-
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Cal Colest 305—757 2561
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Ft. Laudwdslar 1450 M. Feaeral Hwy. 305:304-758%
Waul Paim Baach: 1609 5 Dine Hwy. 305-833-3631 i

gave a $1.8 mitlion loan to Mr, MeCardell as

part of the otlginal employment agreement
offered when he came to Hnn'esler irom
Xerox Corp, In 1677, Ry
Harvester's hourly wage workers won't
be affected by the decistons, the spakesman
said, A few salaried employes also'wen™ be
affected because their salaries must be In-4
critased beciuse of Jegal or wnlmt.!ur‘li ‘ulr
ligntions, Hurvester sald, -
Analysts weren't surprised by lhe e
nouncement. "1t's Just another cash conser-’
vation acton,” said Thomas Corklll, an ana-
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. Other 459
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Current Liab, 1438 &

1979
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3765.8
943.6
442.0
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803.1
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20,8
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BUSINESS: International Harvester Co., ona of
the two largest agricubturel equipment manufac.
turers and & leading producor of trucks and con-
struction equipmoal, alsa manufactures gas tur-
bines, stool baors, and lown and garden aquipmant,
Trado namos inciuda: MeCormick, Cadal, Paysia,
Loadstar, -Transtar, _and_Solor, 73% of silos

penorated in U.S. Subsidiarias in 40 counteien T8 E.
doprec, saln: 6.2%. Est'd plant ane: B yrs Wan],
costs: 3i% of sales, Has 97,700 em) :

128,500 siockholdars, Directors contiol 1.3% o

stock. Chemn, & C.EQ. Archie R, MeCardsl
Pres.: Warren J. Haylord. Inc.: Del, Address; 431
N. Michigan Ave., Chicago, llinois 60641, 7210

1422
607,60

29349.0

ANHUALAATES  Pnst
of change {per uh} 10 ¥ra

Sales 9.5%
“Cash Flow™  B.5%
Earmings 11.8%
Owidands 16%
Bnok Valug 4.5%

Past
Y

9.0%
1.0%
1.5%
0%
B.5%

Est ‘7779
th1g '83-85

5.0%
S.0%
2.5%
TL:%
I 5%

l-u'nrl
Rt
1977
1970
1979
1580
194

1209 15653
1§y 1
1508 2205
1008 1160

1490
168%
2082
1821

1ag 1860 2050 2600

QUARTERCY SALTS (3 mi) (mFul
1,31 Apr. 30 Juy31_nct, 31 | Vi

111
2060
2494
2144

A long strike proved very costly, On
November 1st, 1979, some 35,000 Harvester
emplayees walked off the job, The strike lost-
ed nearly six months, Although IH won some
givebacks from the union, the gains don't ap-
pear worth the resultant menetary losses.

Harvester had some speeind oxpenses, too,
1y the April quarter, the company charged off
$27.7 millien net, to cover losscs resulling
from the bankruptey of Wisconsin Stecl.
That farmer subsidiary had been sold sub-
ject to 1H guarantees. A $62.1 million charpe,
also made in the second period, covered the
proposed sale of the Sceut utility vehicle line
and the phaseout of the industrial wheel trae-

kit

[ARRIHGS PLR SHASRE |*ll ull
lan. 30 Apr. 30 Julpdl Det 31,

1.97
37224
9 212
d1.24 dB.32
S5 125

1977 B4
1974
1979
1980

1981

L5l
1.17
219
m
L25

260
1241
4,79
1as
225

il |
692
6.4
12.01
12,50

&0

tar line, These charges totaled $2.90 a share.
Il the sale of the Scout line Tnils to
materinlize, ns seerps likely, a further
writeoff of about $5 million wilf probably oce
cur in the fourth quarter,

Meanwhlle, a soft ‘ceonomy hag retnrded

Cal-
endar

QUARTERLY SIVIDERDS PAID.
#ar, 31 bune 30 Sepl, 30 Dec. 3L

* Full

cifeat

the expecied snupback. We nnﬁciL)mcd that
pentup demand, afier the Jong strikes, would

A5
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525
575
625

425
A8
525
E2L]

1996
1977
1978
14718

A28
462
525
515
62§

A5
462 :
625 1
525

1.70

185

525 | 210
2.

m

]mrmit a very profiteble second half. But
hacklogs eroded fast in the absence of new or-
ders, We now estimate that trucks wan't
register a significant pickup until late fiscal
1481 {ending Oct, 31, 1281) nnd we're not op-

timistic for construction cquipment, Th
agricultural machinery division i headed &
a better year, however, thanks to the

stantial improvement in farm income we L

ticipnte, Gains in the ngricultural machingy

division coupled with the absence of
strike are likely to permit n‘pnrliul [ :
recovery from the disaster af fiseal 10303
Same convertible preferred was sold B
mid-October to plrengthen weakentdf
financas. ‘The issue comprises $150 milliced] |
preferred with n dividend totaling $I08)
million and convertible into 4 million gty
mon shires, et |
It maoy tuke s while for this company io g6
its necl together, So stockholders mey haw| |
to he putient. The stack hns an atusdhe]
wvield, but the dividend won't be entirely s '
until finances imprave, Apgressive efforite} @
raise profitability should pay off by 1
giving this slock wide 3- {o b-year sy:prrd&
tion potential, M S/HSE
Salen by Businens Ume ' un
HED .
Twsa AXe 21 270 e Ae
Apticukunl Egip. JesfR262 238 1y 0N e

Comiit/tndus, 7 BB3 LE]] [T
Tuiba Maghingy 2571247 308 243 i1}

5
LT ¥
Cempany Tow! 27 nafN a7 anee PP &

NG, 1

1980 | .bJ5

LA} Fiscal yani ands Oct. 3§ of cotendar | [G) Nust div'd moni'g sbout Dec. 20,
year. [B] Rason un avg. she, Excl ea-|Goss ax nbout Dee. 24. Div'd paym
\imerd, gaina: *73, 27¢; '74, 22¢; '75, |dans: Jan. 16, Apn 16, July 16, Otk 15,
29 New vas. 1ep't due tate Dec, [H Div'a rainvest, plan av'bla, {83 in mal.,
Faciuel mataripl ;s nbisinad tiom souiced beheved jo ba aliable bul cannol be guataniesd.

adj. lor s1ock sphis b chv'ds, (E] Quly.
ogs sestatad Jor change to LIFQ,
{F1 Fully difwiad in 3 10 § y1s.

Compueny's Financial Sirangth .
Siock's Price Slabllity 15%
Price Grow|h Posalatance e nl
Eninings Pradicbllity 27 »
=
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AUTO & TRUGK INDUSTIY Fsi

A steppped consumer and high interest rates have
kept industry volume wealk, .

Sales may remain depressed in the new year,
althowgh modestly nbove these of 980,

A small nmount of Black ink might return in the
current year,

These stocks are best suited for investiors willing to
take the long view,

Consolidared Financial Aepan & Forenit o1 B Auta & Truck Companie

1976 [ 1827 | 1978 | 1975 | 1580 | 1981 | C s bessiat b o, Inv. | RI-DBE

100 0] 119.2f 130.7] 134.7] 714.0] 147, p]5ates (S5i) 2054
AN bk J0%I A% AMF[ 40%0peating Margin iy
TE] 18] 22f 250 2.8 4.p(Ceprecilicn (Sbill) 50
431 54| 52| a5 geal 1 piHel Prafit ($hill) 2
43.6%[46.0% | 46.0%]44.7%| AfF| 40.0% income Taz Rate 4404
44%| 4.5%] 4.0%| 2.6%| asgs| 25 [Nel Prolit Margin 0%

2N YA VB[ raE| sp| 6.8]Working Capt (SbilT)y tag
45 47 44 421 &3] 135\tongTerm Dent (SLH) | 210
2611 28.0| 324 34.1) 288( 29.7Net Worlh (ShilD 400

14.5%) 16.5%] t4.7%| 8.5% MMF[ .08 Earned Tolal Cap | 12.0%
16.6%) 18.5%) 16.2%)10.1% ] AATF] "3 54(% Earned Mot Worth 1554
9.3% [ 10.2%| 9.3%| 3.9%| AMF| .6%% Relained la Comm Eq| 4.5%
45% | ABSE a4%) B2% | MATFL B35[T AILDIvdsio Kel Prof) 325
6.3 5.1 48( LT Do fgues JArg han'l F/E Ralio o5
1.0% | 8.9% | 9.0% | B.G% |oe Vi =i |ayp Ann') Dlv'd Yield 4,55

What Recovery?

The recession, high interest rates, and eredit controls
took a heavy toll on total nuto sales last spring and sum-
mer. The absence of controls, lower rates, nnd signs of &
reviving economy led many observers to expect a much
hetter showing with the arrival of the 1981 mode! yenr last
Octaber 1st, éompurntively speaking, there was, indeed,
some improvement in October and November (Table 1),

Table 1 Year-to-Yaar Change in U.5. Aute Sales

{Including lmports}
Jan, B0 +2.9% May‘a0 ~J3.6% Sept.’B0 -—25,5%
Fab, =36 June =226 Dcu - &6
Mar, =168  July =128  Haw © o= 06
Apr. ~24.8 Aug. -~12.8 11 mos. -16.1

Sowrce; Ward's Autpmolive Reporis
Total volume declined to a lesser extent than in most
previous months. But & simaller decline is hardly grounds
for rejoicing. The performance is even less impressive
when we recall that those comparisens were with depress-
ed periods a year ago, (Total sales in October and Novem-
her 1979 were down ahont 13% and 16%, respectively,
from a year earlier.)

In nddition to grenter volume, many believed Lhat the
1981 muodel year would mark the beginning of Detroit's
comeback vs. the imports, The spot shortages and rising

rices of fuel that began in the spring of 1979 {ollowing the

ran upheaval abruptly shifted the public's interest to
fuel-efiicient cars, Such models were in short supply from
the domestic automnakers, The major beneficiarios were
the foreign producers, principally the Japanese, which
together account fur about 80% of imported cars, It takes
time to develop new models, But at the heginning of the
current mode) year, both Ford and C‘l:rys!urﬁmd new, gas-

stingy models, Together with the cantinuing popularity of *

GM's compacts introduced over a year ago, the new cars
were supposed to hove stemmed the import tide. Thus
for, though, their success in this regard has not been not-
nble. 'T‘ntle 2 shows that the import share has, indeed,
declined slightly from the record levels of [nst summer,
hul penetration remains above the level of a year ago,
despite more U.S.-made smal] cars, .

Table 2 Impan Shara of U,5. Aulo Saley

Jan, "BO 27.0% May'80 284%  Sept.'80 27.6%
Fetn, 27.2 June 2712 Qct. 216
Mar, - 25,9 duy 298 Naov. 24.2
Apra 27,2 Aug 200 1V mos. 268.7

Source; Ward's Automotiva Reports

The Reason Why :

Wenk sules reflect the fuct thal consumer budgets re-
main under pressure, as will be discussed further below,
The pressure is intensified by the credit and interest rate
situntion, Mast buyers require eredit to buy a high-ticket
item such ns an automohile. Record high' interest rates
make this horrowing very expensive, increasing the eflec-
tive cost of a new car enough to put it out of the range of
some would-be buyers, Another effect of the high rates
is to dry up the supply of credit. Interest rate ceilings in
many states prevented some lenders, especinlly the
hanks, from charging nuto loan rates that reflecied the
lender's cost of funds. The result: Many lenders stopped
granting auto loans,

The continuing high import penetration, we think, was
due in part to the relatively high prices the domestic
producers put dn their small curs, making them mare ex-
Bcnsl\_m than imports in some cases, We also suspect that

ctroit has an image problem, Many consumers pre
pleased with the Inrger cars made in the U,S,, but they
typicnlly perceive the imports as the best values when it
comes to fuel-elficient small cars, The current and plan-
ned small medels from Detroit might alter the view, but it
often takes n long Lime to change an image,

Trucks
The sivuntion appears wurse for trucks (Table 3).

Table 3 Truch Salas

¥rto-¥r Impan Ye-to-Ys Import -

Change Share Changs Shaie
Jan, ‘B0 ~-19.8% 104%  Jul'80 = 6.1% 11.4%
Fab. =2G.0 11.9 Aug. -31.6 P&
Mar, =13.2 9.8 Sept, =3J2.0 12.6
Apr, -357- 104 Oc. =-34.3 7.5
Kay -32.4 106 Nav, =294 B.4
June =173 0.6 11 mos, -z8.8 10.4

Source: Waid's Automalive Reports

The declines from s year ago in November and December
were of thout the some magnitude as in the worst of the
slomp lnst spring, ‘The enly bright spot is that the import
share of this market has deelined from its December peak,
This was due to higher tarilfs on foreign trucks imposed
last August, Trucks now have less interest as seeond ears
and recreation vehicles in view of the current fue) situn-
tion and the relatively low milesge these vehicles provide,
And the cost and svailability of eredit is even more of o
factor beeause of the higher prices of these vehicles ver
sUS§ cars,

What's To Come? :

The public's buying power, in our view, is not going to
blossom any time seon, Tables 4 and 3 show what's
hanpening here,

Yuarsto-Yeur Incronsy [Duclingl in

Table 4

Numbgt & Pucions Employed
Dac, 78 2.2% Aps, B8O 1L7%  Aup.’BO -
Jan."80 2.4 May 9 Sept. (2%
feb, .0 Juti 1 Oct. [.5)
May, 1.5 July [.4] Nowv. 1.4)
Souica: U.E. Dept, of [abor
Tabla 6 Averagru Spendabls VWauskly Enninps

(1907 dollars}

Nov.*79 $87.44 M, ‘8O 8435  July'80 tg2.7a
Duc. BL17  Apn 8368 Aup B2.31
Jan 'HO 86.97 Moy 82.89 Sepl. 43,32
Fub, 8508  June B2.48 Ocr. B2.92

Sowco: U5 Dopl, of Labor
‘Total employment has dropped from the yvear-enrlier level
in recent months in contrast o gains in lote 1979 and
carly 1980, And the purchasing power of the aversge work-
er's take-home pay fms dropped about 5% from a yent ago
despite rising nominal wages, The eauses: Inflation, high-
or soeial security taxes, and the ratchet effect of the in-
come tax, With the vconomy likely to remain sluggish for
a while, and inflntion likely 10 remain troublesome, we
don’t envision any earty upturn in either of these
mensures of purchasing power. Fewer workers with Jower

: {Continued on next page)
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{Continued from preceding page), e
renl inconses suggest that conpsumers will remnip cautious
in their spending habits,

But. the picture isn't all bad, For one thing, the necd for
aulos seems clear frum Chart A,

Churt A i 5 AVES (3 M) '
140 i '14.0
12o|l— - Aewd o eeee ] 12,0
-
100 — o0
] P W
'oae = Trsnd —] 8o |,
8.0 J Y P T T T N U N OO (O S A | 0o’
R upr 08 70 31 ‘14 I8 7 ‘B0 ‘B2 B4
Soulices! Wards Automaleve Repotts and Value Link Estmates

M*Trend” demand ia that level of sales that might be
expected due to the replacement of enrs that are wearing
- out (usually nbout 80% of sales) and to provide for the
modest growth inthe Mlect of vehieles in ust arising from
new houscholds, multicar families, working wives, elc.!
; Despite the sharp rise in the cost of fuel ajnce early 1979,
auto usnge (that is, miles driven) i now enly slightly’
uelow what it was before fuel prices zoomed. For most of',
,the’ year following the Iraninn troubles, usage fell, .
signilicantly, but it’has recovered somewhat in recent
months when prices stabilized, This means that ears con-
" tinue to wear out, providing potential demand that must
ceventually be satiafied. ‘l'ndeed. the desire for fuel
seconomy might speed up the replacement cyele,
" Econemic conditions will probably keep demand belaw
4 "™trend" for a while longer, but the record suggests that
«volume eventually returna to that level. We think that
“there might be some movement in that direction later in
the new year o
. Another factor that might stimulate sales ic, believe it
. or not, the credit situntion, The credit controls, which
took a heavy toll on this industry Inst year, will be ab-
-sent. And in many stales, interest rate ceilinge have been
“raised. The'auto companics themselves are helping by
4 offering price cuts to subsidize interest costs, And Value
't Line helieves that short term rates will drop a bit before

-~long, Moreover, the typical consumer's debt burden

' declined a Jittle over the past year {Table 8), '
Table O Instailmant Debt as & Parcant of

LY Dispoaable Incoma

", Sept.'78 184% QB0 1L9%  May'Bo | 17.9%

{7 e 183 Fab 1.8 Juna 17,1
Nov. 18.3 May, 17.8 July 18.8
Dac 103 Apr, 1.6 Avg, 188

' Source: U.S. Dept, of Commuce

:'This was due, we think, to the historically high level of
debt n yenr ago, which made both Loreowers (and lend
era) hesitate to take on {or give) more credit. The Fed's
credit controls probably hastened and intensified whal

would have happened anyway, that is, repayments in
excess of new borrowings. As a result, the debt hurden at
the Intest reading was more mannageable,-if still relatively
high by past standards, Aecordingly, there is some room
i!n lt)hf.- typicn! consumer'a balance sheet for o little more

eb,
The level of consumer confidence might help, too
{Chart B),

Chant B CONFIDENCE INDEX "
1
" bt ]
1§70 * 100 "
N - ™\ - 108
S o -y W s
1]
<7 - NS,
: Y I
i
\ ‘
v 1}
40
b bbb oo feen dsendaebing 5
1078 1876 168171 1974 1070 1960
Source: Conlerence Bosrd

This iz a measure of the average consumer's nasossment of
hie economic well-being, Consumer spending usunlly

moves in tandem (hut normally with a lag) with the index

since we are mora likely to spend if we hnve lewer worrices

about our future economic situation, The index plum-

meted Inst apring under the inflluenee ot e antened and

infiation rates, a fuding econamy, und nsmg saemplioy-

ment. It recovered thereafter as mune of these prosmures

abated, It seems likely that the index moved down ngain

in the Iste months of laat yenr Ax interest rates jumped.
once again, but we doubt that it returned 1o 'the record”
lows of |nst spring if only because many helieve that the;
worst of the slump {8 over and that the new administra.
lLiun will have more success in solving our economic prob’
BB, . . .

These conditions lead us to expect a modest recovery in
auto and Lruck demand this year to 9,5 million and 2.7;
million units, respectively, up from 8,8 and 2,5 milljon in
1980, If achieved, our 1981 estimates will stifl be far below
“trend”, about 11,0 millivy cars and Lo million {rucks, A°
full_regovery i5 not likelv hefore 1182, :

How Will The Pie Be Cut? '
' A government -body hasruled ngainst any import
restrictions, o that sny pains in Detrait’s share will have,
to be of its own doing. The early returns on Ford's and;
Chrysler's newest small enr offerings are not impressive, |
as indicated above, Bul mighty GAM will have new front.,
wheel-drive subcompacts this spring and additionnl small
cara in the lall, We think the result will he n modest
decline in the imFort share, from aboul 26% in the year
Jurt ended to pernaps 22%., '
A Little Black Ink May Heturn - '
All the U.S, automnkers will probably report fosses far
the Onal ‘quarter of 1980 and the full year, reflecting low
volume, 4 lean sales mix, and rising operating and ins
teresl coats, But il we are right about n modest gain in
total vehicle snles, nbout H%, nnd about a lower impeort
share, which might mean # 12% gain in domeatic sales,
the operating picture will improve. Auto production
(equivalent to factory sales) should rise Lo a greater ex-
tent, perhaps 15% or s, in the absence of last year's deal-
er inventery, reductions. With dealer inventories current-

- ly much closer to normal than a year ago, Inctory sales

will likely follow the modest rise in retnil sales this year.
“The volume gain alone is pood news Jor on industry
auch as this one, where fixed costs are high, In addition,
all the nutomakers have made substantiol cost reduc-
tions. {Anether reason why last yenr's resulta were so poor
waus Lhe one<time costs arising ?mm such moves as plant
clasings and personnel reduetions,) The benefit of these
actions should he more evident this year. Marketing ex-
penses nuﬁhl also return to a moere noneal proportion af
sales. Such outlnys were unusually high last yeor in order
to dispose of excesa stocks, Drice inecreases mny offset
some of the cost pressures, Lower interest rates, which we
expect, will help, toa, Despite these [nciors, the voluine
(Cuntinued un pove 2440}
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