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Piospects Fair to Poor
Spring. wheat and durum prospects
“Dolling, but vulnerable,” in the
e producing state of North Da-
4, where average to much
. ¥ average yields can be expected,
e V', ellow, president of
% Quality Council, said in a sum-
0y of a crop tour by Council staff
Woers in mid-July.
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Mr. Goodfellow cited substantial
abandonment of spiing wheat and
durum acreage, as well as barley and
oats, but stressed the view that “the
crops still out there are holding and
Alling,” Spring wheat harvest has be-

n in South Dakota and swathing of
E-Ilds in southem North Dakota is
expected this week, spreading over
wide area by Aug. 1.

Since July 1, ':Erlng wheat, barley
and oats in Nurth Dakota have sus-
tained additonal drouth damage,
while durum has fare:] slightly better.
Mr. Coodfeliow said.

Currently, spring wheat production
in North Dakota would appear to he
in the 19-bu-per-acre range indicated
in the July 1 estimate of the Depart-
ment of Agriculture, Mr, Goodfellow
said, but a mment will probably
be about 20% of the planted acre-
age, instead of the 119% estimated by
U.S.D.A. as of July 1. Based on a 19-
bu yield, North Dakota production of
other spring wheat would be about
10 million bus, down from tie 165
million estimated by US.D.A. as of
July L,

Best spring wheat prospects con-
tinued to be in the easter thisd of the
state, where yields ranging from 23
to 25 bus are possible, according to
Mr. Goodfellow. Heat forcing is ex-
pected to cause some loss of test
weights in this region, he said. In
the drouth-stressed  western  two-
thirds of North Dakota, average yields
of 15 to 16 bus are likely and heavy
abandoument is occurring, he said.
The greatest acreage reduction is ex-
pected in south central counties,
where abandonment could reach 75
to 80%., or more, Mr. Goodfellow said.

Durum Owutlook
(Continued on poge 27)




et me lirst express appreciation
L to the board of directors and
members for providing me this op-
portunity for leadership. It is the cul-
mination of a carcer spanning 30
years in the industry, beginning at
Megs Macaroni Company and the
last ten enjoyable years with my as-
sociates at C. F, Mueller. It is a
source of pride and satisfaction to be
in a pusition to influence the affairs
of the Association. 1 will do my level
best to merit your confidence and sup-
port. Speaking of Mueller, we have
two newcomers attending their frst
convention, our President Cline Mer-
rick and his wife Gayla. Also our
Executive Vice President Gene Blatt-
man and his wife Virginia. 1 know if
they were at the podium they would
thank all of you for your warm wel-
come and gracious hospitality during
the convention.

1 would not be enjoying this new
office were it not for the constant
hand on my shoulder and the tender
loving care of my wife Nancy. Speak-
ing of family, we are pleased to have
sharing this occasion with us our son
Tom and wife Helga, Steve and Wife
Chris and our daughter Leslie.

Compliments to Paul Yermylen

On this occasion I want to compli-
ment Paul Vermylen and extend ap-
preciation on behalf of the Associa-
tion for his outstanding leadership.
It has been two of the most uc-
tive years in memory, and a full meas-
ure of credit goes to Paul and Nancy
for her strong support of his cfforts,
Paul is truly a man of distinction. He
is a thoughtful person given to careful
consideration of issues and the exer-
cise of extraordinary good judgment
in his decision-making process. He is
articulate in his presentation  of
thoughts and even tempered in dispo-
sition regandless of circumstances. He
is a creative person who is willing to
break new ground amd yet mindful
that change should be undertaken
with due iclibemllnn. Paul is a gen-
tleman in cvery good sense of the
word and he has reflected credit and
preslife on this Association by his
capable performance,

I would like to mention a few ac-
complishments of his administration.

THE PRESIDENT'S ACCEPTANCE ADDRESS Rad N rris. Jack's qpuick response was

by Lester R. Thurston, Jr.

Lester R, Thorten, Jr.

Paul managed the merger of the
National Macaroni Institute into this
Association which has the effect of
consolidating our total effort and
brings our membership together in a
truly united industry program.

Paul activated the Executive Com-
mittee of the Board of Directors into
an action group that greatly improved
the efficiency and effectiveness of that
body. Paul would be the first to ack-
nowledge the strong support of our
various standing committees during
his administration. I would like to
single out one man for special recog-
nition. Mickey Skinner, in his respon-
sibility as chairman of the Sllmﬂonh
and Nutrition Committee, has done
an e jonally fine job in our be-
half and | want to formally recognize
his contribution.

Through Paul’s encouragement and
persistent effort, we reached a new
and exciting level of cooperation
among elements of our industry. Spe-
cifically, added financial support
through increased contributions from
the Durum Wheat Institute and the
North Dakota State \Wheat Commis-
sion. We should join in a round of ap-
plause to these two bodies for their
generous expression of support.

Finally, under Paul's leadership,
this Association has formally em-
barked upon a program of long-range
planning so that we can know how
the future will affect us and also how
we can affect the future.

Now let me add that while Paul's
leadership as President has been exem-

A ot i

B | was a professional manager.
e m: aged the Creamettes Corpor-
wn v the Williams family for

plary, there are others befc ¢ Loy cars. Bud was influential in
who have made an impact on the i, Jhie . ch that brought Ted Sills to
dustry that will be long reme: beredflie As ciation and he became presi.

ot tl creafter to oversee the Asso-
Legendary Men ation launch into the field of pro-
This association has in its histor, p omotion and publicity, Buwd
a list of legendary men, both: liviedl* 3 good businessman and a genn-
and many who have passed quyles fine person. Those of you present
Just to mention a few without bendlt the time will recall he attended
exclusive — how many decades wifllh comention at Hershey three years
pass before the impact and con 2
tion of Al Ravarino will become dafl The subject of professional manage-
and fade in clarity? What of Ham Fﬂ
Diamoad and Henry Mueller? H
about those present with us here 1
night? When Lloyd Skinner's name
called, how long is the list of actoe
lishments and unselfish dedication
Manny Ronzoni's hashmarks for
ice stretch the full length of his a
and still he marches to the sn
drummer,

mpressions of his peers.
Men of Fussion

athe Macaroni industry over a period ~ directors.
i 13 years. He spoke to me of one oe- —

TR R £ S

nt took Jack off on a new direction | 00 g Thurston, Jr., chairmon of the board of C. F. Mueller Co., Jersey City, NJ, wo.
nd we never got back to his personal  gecred president of the MNational Mocoroni Monufocturers Association ot the organiza-
tion's annual meeting in Pxtsmouth. Mr. Thurston succeeds Poul A. Vermylen, president,
A. Zerega's Soms, Fairlown, NJ Mr. Vermylen has been president of N M M A. the past
two years. Also elected ot the onnual meeting were Joseph P. Vivicno, preiident, Saon
lu'k was an entrepreneur in the Gilorgio Macaroni, Inc., Lebonan, first vice-president; Anthony H. Giow, president, Gioia
lassic sense. He graduated from Ci-  Mocaroni Co., Buffalo, NY, second vice-president, ond John D. Herrick, chairman, Gen-
and College in Philadelphia and he  eral Milks of Conoda, Rexdale, ON, third vice-president. Ted Sattunny, president, food
ihioned a successful business life  division, Prince Macoroni Co., Lowell, MA,

wos elected to the ossociation’s board of

Other presidents with us tonigk
each of whom deserves special
tion for his accomplishments, a
Vincent DeDominco, Vincent alow
and Nicholas Rossi,

ion on which he got in a lot of hot

during a speech to the Asso- plovees and I gather he imr}ivd as
ution. He referred to entrepeneurs in much in his remarks. That did not set
he macaroni industry as "men ol pas- well with many corporate managers
in.” le had great respect for own- in the audience. Passion in the sense

A few weeks ago I spent a w of family businesses, such as char-  of dedication, drive and loyalty was
with another of those living legend izedd most of the macaroni indus- 1ot the exclusive provinee of entre-
named Jack Wolle, For thosce of yult of his day. He had somewhat less  prenenrs as far as they were concern-
who may not be aware, Jack is weili for certain so called profes-  odand [am sure the same feeling pre-
into his cighﬂg; and six we ks apfimal managers or corporate em- vails today.

he shot a hole-in-one at the lenbn
Country Club. For the be efit d
newcomers, Jack Wolle s ved &
President of the Association | r se
years throughout the period « Ward
War II.

Thinking about this upcom g coe|
vention, 1 asked Jack who he hough
had the most significant con: ibuts
to the well-being and vitalit of ti
association. His answer will nteres
some of you for the man he | ompth
named was M. J. Donna. I wor d ddn
to Bob Green for thoughts al. wt Mt
Donna. Sufficient here to say he w3
the first and only other execut ve »
retary of the association bef: re B
took over in 1949, Speaking of B
Green in terms of contributior.. "’
would we be without the dedics®
and untiring effort of Bob and Fr3|
during the past thirty-one years.

I then asked Jack for this reacs®
when I suggested the name of 8
president and for starters 1 pa®
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g oa the Viking Queen of Wentwerth by the See: left to right, Donna Gioia, Paulette
"%, Lloyd Skinner, Monny Ronzoni, Kothleen Lo Rosa, Fron Green, Mildred ond
et DeDomenico ond Nancy Vermylen.
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This industry has gone through
quite a transition sinee Jack Wolfe's
(ll'lNll’llIﬂ.' from the scene, Today we
have a rich blend of entreprencurs
and  professional  management. We
have the best of both worlds and it
could not come at a better time, The
long range planning assignment we
have undertaken will bring a new
clement of discipline into our oper-
ations, We will gain great strength
from the combination of taleat we can
bring to bear on this objective,

We really have the horses now o
do this industry and, therefore, our-
selves a great service, The job will
be demanding, 1t will reguire resour-
ces from every member firm and our
allies and associates as well, It will re-
quire a new and expanded level of
participation from your organization.

When the call goes out, 1 trust all
of you will respond willingly and en-
thusiastically, We have a mandate to
flfill and I'm counting on full sup-
port from each of you to meet the
challenge and reach the goal., Let's get
used to saying “Pasta Is Forever.”

Washington Mecting
Hotel Mayfiower
September 18
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THE ECONOMIC OUTLOOK
by Ross B. Kenzie

Buffalo Savings Bank, Buffalo, New York

We are in the downswing phase of
a pretty serious recession. The statis-
tics that tell it all are those that have
been released for April, Here are some
of the highlights:

1. A drop that occurred in the Index
of Leading Indicators in April was the
steepest decline in history — 4.8 per-
cent;

2. New orders for consumer goods
and materials fell sharply in April -
a total 15 percent decline in just two
months;

3. April's 625,000 annual rate for sin-
gle housing starts was the fourth worst
month in the 21 years records have
been kfp';

4. The 0.8 percent increase in unem-
ployment in April was the largest one-
month leap since January, 1975, In
April Iaynlrl reached .8 per 100 work-
18,

5. The 1.9 percent plunge in indus-
trial production for April was the
sharpest monthly decline since the
1973-75 recession.

This has been building up for some
time, and we cannot see recovery even
beginning until 1981, The economy is
in a brief lull. This was at first sup-
posed to be a mild recession, then
more severe, but not as bad as the
decline from 1973 to 1975. Indications
are that it will be as bad.

Comparisoas

Here are some comparisons: Car
Sales — worse because Detroit is reel-
ing from the impact of high gasoline
prices, a lot of unwanted big cars, and
consumers’ helt tightening.

Housing starts — both builders and
buyers of homes have been stalled by
record high interest rates and tighten-
«d money which are now casing, But,
us a banker, I can tell you that the
mortgage industry has been changed
forever, and by the time this recession
is over, the long tern, fived rate, con-
ventional mortgage will be a thing of
the past.

Unemployment — this is a lagging
indicator. The last time it didn't reach
its peak until two months after the
cconomny began to recover. But right
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now it is expected to climb to a level
of 9.3 percent at the end of this year
and end up the worst since World
War 1L

Take-home pay — it scems like it
is going up, but in inflated dollars it
is falling. Eamings have dropped by
an unprecedented 9.5 met since
the end of 1976, In April the blue col-
lar workers' real spending money was
lower than in 1962, 18 years ago.

Manufacturing — it looks better
than it really is. It was hoped that be-
cause inventory was not in excess of
demand as much as in the last reces-
sion there would be fewer production
cuts and factory shut-downs. But, the
latest information feels that manufac-
turers’ stocks rose $4.1 billion in April
while sales have declined sharply.

Farm income — farms have been
severely hurt by weakening prices for
livestock and grain and costs that are
rising faster the inflation rate.

Another factor contributing to this
recession Is the low ceiling rate. In the
first qquarter of this year people were
saving roughly 3 t of their dis-
posable income — a low for 30 years.
This has added more fuel to inflation
and weakened the individual level of

cconomic security.

Many smaller banks will g und
or be acquired in the next fev ye,

So you see, we are like you, V' e cal

work without the dough,

So, to wrap up, this is where o
are right now. This recession m
casily be as bad as the shump .
1973-75, which was the worst recess
of the post war era.

What does the present state of ¢
economy mean for corporations Il
yours?

Food Industry Outlook
For one thing consumer srmlu

on non-durable items such as food by

increased. We already know that 1h
food industry and bly the

roni industry in particular is fairly r
cession resistant.

You have noticed the high ant
borrowing. The degree of mor
restraint that we are experiencnd
right now is unprecedented for th
post-war period. This contradi
plus inflation, have caused serious
tortions in the income expenditu
patterns of the corporate sector, F
the first time since 1933 current b
bilities (such as short term har & Jos
open market paper, governme: t los
ete.) exceed current assets. Tl s is
of the few times in history it e
quick ratio has fallen below . Ma
companies are over-extend | w
short-term debt. This low quid
ratio should force some balar ¢ sh
restiucturing this year. The ut-nig
Ey down of short term debt - ill be

t sizeable amounts may b fund
in the long term market.

Labor Costs Up

Labor is zlso driving up « -l}::
expenditures, particularly in e
ary times. Compensation per 1.1an ¥
will increase by 9 percent in 1950
by 10 percent in 1981.

You &mbably have a decline in}°
profitability. Some companics are &
running into deficit, which ef]
the heavy short term borrowisg 7
fact, if you adjust for taxes, invest®
gains, depreciation, total iny
and dividends, you get a net corp

Tue MACARONT JOURY

This deficit was running at a
10 b lion annual rate in the first
er of 1980, compared to $378

1 1976,

twe hing that cconomists haped
auld | “lp corporations this time was
welati ely mild invew ory cyele. But,
toks 10w as though this isn’t going
) hp]-.-u.
The iventory sales ratio is lower
than in late 1974 at the worst
wint of the last inventory crisis. But
2 real terms, after adjustment for
the ratio is actually higher, ad
el to increase. As a result there
| be production cuts required to
gt the loss of sales and demand
od bring the inventory hack down

Predictions
What are my predictions for the fu-
ure?

The real gross national rmduut pro-
lably won't pick up until the second
curter of next year, due primarily to
e current slumps in the auto, hous-
g and farming industrics. These
wtors are important sources of final
demand that have considerable mul-
tiier effects on the rest of the econ-

- .

Prim+ rate and money market rates
kave fallen since their earlier recond
Vigh pe iks. This sharp decline should
atinu: through the year.

But, e benefit of recession and
whieqi nt recovery will eventually
befet  financial markets. As liquid-
ivisro uilt by business and consum-
e, the - should be diminishing ten-
son in oney markets. Further, hut
modera , reduction in short rates
would!  likely. Investors have dump-
ol qua ‘v Jong-term bonds in large
quntit: s so far in 1980, in fear of
world « cnts and sustained inflation.

Duri: ; the recession there will be
ition and bond yields, so that
market may improve later in

Then are enormous problems pre-
diting ven this far in advance, be
aue te economy is so sensitive to
upredictable social and international
dvelopients, But there are patters
= emviroumental and political factors
= that can determine the general di-
etion of the economy.

Srremnen, 1980

Objectively, it is going to require
a more favorable dlimate for business
to get this economy going again, and
without question, that has te invelve
at least some of the following moves:

1. Reconsideration of the regula-
tory system;

2 Tax  comcessions  for  venture
capital;

3. Iovestment stimuli through in-
vestment tax credits and aceeler-
ated depreciation allowances;

4. Inducements for private savings;

5. A strong policy for curbing en-

ergy use.

Most likely, neither the frll expan-
sion nor full stagnation scenarios will
oceur during the nest decade, It is
wobably going to be somewhere in
wiween.

Even a well-intended move towanl
the expansion scenario would stimu-
late significant increases in private
labor productivity amd fised invest-
ments. A tax cut would help. In itself
this could keep the cconomy growing
for years.

Under those conditions here is an
estimate of the rates of inflation and
growth through the 80's following the
e of the present recession.

The real GNP shonld increase by
about 20 percent in the 50, and in-
flation should be reduced. Again, this
will occur only if policy moves to-
ward expansion,

Review

In review, the present cconomy is
in a steep decline. Recovery won't
even begin until 1981, and then it will
be sluggish. Corporations are too low
in liquidity and too high in inventory.
A classic problem of recession, al-
though interest rates will eventually
stabilize, the economy can only grow
again if the climate provides incen-
tives and tax relicf.

We are headed for some rough
times. What's the outlook, specifically,
for the packaged food industry?

The stock market is a good indica-
tor. Food stocks are less susceptible
to the carmings drag of recession and
have outperformed the Standard and
Poor 500 on a relative basis in five of
the six post-war recessions.

Part of the reason is that from
about 1965 to 1478, the food industry
benefited from uniquely favorable,

demographic, social and  macroeco-
nomic factors.

For one thing, national economic
policy at that time was hased on con-
sumplion;  consumer  incomes  rose
steadily; there was in increased boy-
ing population due to the baby boom;
commadity  costs were stable; new
products were casily introduced.

Times have changed. And so has
the Tong-term forecast for the food in-
dustry, The factors that contributed
to the growth of 1965 to 1978 no long-
er exist.

Long-run Outlook Weak

The consumer is realizing lower lev-
els of disposable income due to high
prices for energy and credit-related
prices. The birth rate has also drop-
ped which will have a dramatic long-
term effect on the industry if it re-
mains within current parameters. Al-
so, there is consumer resistance to the
introduction of new products and a
serious shortage of retail shelf space.

So even though the food industry is
hasically recession-resistant, there is
a weaker outlook in the long run.

Actually  the fod  industry has
reached an interesting point in its
evolution. Almost 70 pereent of the
food marketing bill reflects costs of
Libor, transportation, packaging, en-
ergy, ete.

Packaging rose 12 percent last year
and will increase again with increased
petrolenm prices. Transportation and
energy costs have also risen sharply.
But, there is still breathing space here,
hecause of commadity prices.

Despite the partial embargo on
sales to Russia, U.S. farm exports are
headed for a new record this year.
And, the broad index of commaodity
prices is now 1.7 percent lower than
last vear.

Plantings Increased

Plus, planting of durum and other
spring wheat will increase plantings
in 1980 by 1 million acres and may
top 2 hillion bushels — close to a
record, Inany  case, barring any
weather catastrophe, the outlook is
for relatively stable prices and supply,

Cast increases will be primarily in
non-foexd costs which are more con-
trollable. This means most food pro-
cessing companies can show satisfac-
tory caming gains in 1950 and 1981,

(Continued on poge B)




Economic Outlook
(Continu:d from poge 7)

This is important. It means that
while most ot‘wr sectors of the econ-
omy are beinyg l:ndied. food manu.
_facturers should be able to concentrate
on uctivily improvement, mar-
kellr!;.nd and cost conptrrz‘l without be-
ing under pressure from escalating
raw mal prices. Right now is the
time to make feadway

What advix: do I have for the pru-
dent businessuan trying to make it
through the 1380's?

As far as the food industry goes
you are going, to need to ahead
to be well munaged and take advan-
tage of the short-term opportunity
that is beconing available now.

You will baive to manage receivables
more carefully to ensure as much cash
flow as powible now that ca is
tight. You will also have to do your
hest to plan iuventories, to try to avold
an jinbalancr. Unstanding shifts in the
business cpycle which are vulnerable
to wheat supply, labor costs, ete. will
be importunt in mbl(nﬁ you to pre-
dict key events that will affect your
business.

Cut Your Costs
Cut your costs. Make your opera-
tion as lean and simple l:msmible
both in t:ins of personnel proce-
cdures.

With the Il?hlmlng of available
capital there will be more competition
in both the debt and equity markets.
There's only one pool of dollars, but
there are plenty of American and
Europea:s businesses anxious to par-
ticipate. The companies in the m:l
position. 1o the 80's will be those with
the moit cash flow, who can &enmle
the greatest portion of their financing
intemally.

Eventnally we will be recovering
from the: recession and at that stage of
the business cycle intemal cash gen-
emtln:ruvidc: most of the nancing
required for renewed growth.

A lot of food processing companies
have diversified mcmsfuﬁy - for ex-
ample, Quaker Oats which acquired
Fisher-Price Toys in our region. But
some companies diversified in the late
wao:l into ﬁtlu'[l;t ﬂ;lds that were ex-

to bunefit from demographic
Fr::dnlx and somchow didn't makepi}:.

General Mills has a favorable diver-

sification but has had problems with
its Ship ‘N Shore subsidiary. Nabisco
has disposed of its troublesorae oper-
ations like toys, West German cookies,
and so on. And Beatrice Foods has
divested its unprofitable sterco com-
ponent and recreational vehicle in-
dustries,

Industries which are expected to do
well in the next decade are drugs,
housing, home furnishing, indepen-
dent telephone systems, medical sup-
p'l‘:-s. oil drilling, and pollution con-
trol.

Avoid these Industries

Stay away from restaurants, soups,
broadcasting, beverage, aerospace in-
dustries, and electrical utilities.

During bad times, this can be a
leveling factor for your total business
interests.

Consider horizontal integration in
the 80's This means joining better ac-
cess to suppliers, distribution net-
works, rs. It can help you eli-
minate variables that can bring your
prices up without waming and en-
danger your stability.

One of the few remaining avenues
for growth in the industry is the in-
temational market. Don't ignore it!

World food plan statistics show that
developing nations consume 55 per-
cent of world grain and 38 percent of
animal products in 1970. This will in.
crease to 67 percent for grain and 59
percent for meat by the year 2000,

Food companies generally haven't
been aggressive in developing these
markets. Beatrice Foods is an excep-
tion with a compound annual growth
rate of more than 14 percent overseas
sales in the past few years.

Product Positioning

Seven ways to position your pro-
duct:

1. Specific product features;

2. Benefits;

3. Specific usage;

4. User category;

5. Against other products;

6. Product class dissociation;

7. Hybrid bases.

Marketing is crucial. A lot depends
on how yo%: S:sltion your product.
Positioning is the place a product oc-
cupies in a given market as perceived
by the relevant group of customers.

By positioning your produ ¢, vy
are clarifying its use, image, « ¢.
your market,

I hear, for example, that v u 4
trying to shake off the “depr ssim®
image of macaroni as a food, | cue
it is more affordable than mea: whes
times are hard. But, look at it th s wx
— market from your strengths My
aroni is delicious, nourishing, a1 eco
nomical! Emphasize the benelits and
the specific product features.

By specific usage 1 am referring 1
something like Campbell Soup's ides
to market itself as an ingredient fo
cooking.

Product class dissociation refers o
difference in products from existing
ones, like lead-free gasoline and tube
less tires.

Four basic strategies for change:

1. Reposition to appeal to new seg-

ment; :

2. Add new target segments;

3. Increase size of existing target

segment;

4. Change structure of market itseli

5. No change.

Use Scveral Strategies

You can develop your marketing
strategy in several ways if you fed
you don’t have enough market pene-
tration. For repositioning, for example.
here’s a classic: Miller Beer was onct
for the occasional, afluent driiker -
now it's aimed successfully :* bl
collar workers.

Number two — add new se: neab
Very difficult, but Johnson's | s soo
cessfully marketed baby shar wo ®
adults.

Number thiee involves havi £ pee
rle change their minds and ad tnes
wcliefs — very difficult.

Number four — change stru ure o
market itself, If a product i realt
new, perceived relationshi;  wil
change and the characteristic defr
ing market segments will also hange
Examnple: The 35 mm came: .. o0
rrux-ived as difficult to opei.te b3
heen repositioned by the Cano « Aute
matic AEL

Of course, there is the optic:1 of #
change, but the market and wold 5
changing, and like for Jiver>
fication and integration, carcful ms*
keting strategies may allow all of ®
tJ survive the rough years aheud.

Good luck to everybody.
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ENERGY IN THE ‘80's — NO EASY DECISION

by Ronald D. McMullen

Regional Vice Presidsit for Amoco Oil Company, Baltimore, MD

t . time when gasoline prices are
[ b zh and oil companies ure be-
ing chastised for making too
ch noney, 1 have been looking for-
nd to this opportunity to present
r side of the story.
| can assure you that what 1 want
2 discuss with you today is very real
in fact, far too real, considering all
be time we've had to face up to our
fion's energy problems.
However, before I take a closer look
tthose problems and some possible
lutions, 1 want to establish one ex-
rmely important premise. ite
ortages of crude oi uu.lrrﬂn?:l‘[l;m-
ts that occasionally make things
= there is still plenty of oil and
gas to be discovered in the
nited States — not to mention the
tential for the development of a
ide variety of alternate energy sour-
es such as coal, oil shale, synthetic
s, and solar and nuclear power.
problem is that we are not pro-
dng enough of this domestic ener-
v fast enough to meet unrestrained
nd. Instead we have been im-
ting more and more crude oil and
shed products — at a cost that con-
banes to climb.

Dilemuna Not Surprising
Adua''y, there's nothing really sur-
pising & out this dilemma, it's some-
hing th. federal government and the
indu ry have been aware of for
yars. | r example, in November,
7Y, P iident Nixon offered ll;;f
ods i wnnouncing a m call-
d Pro; ¢ Indepu?den[;e;gulle said,
ui: . as our national goal — that
Ib: d of this , we will
! the potential to meet
owy Wuped ncedspo' without de-
"""" g n any foreign er sour-
e Let 3 pledge that by 1680 . . .
shall be able to meet America's
ergy oo eds from America’s own en-

LY resciirces.”

Obviously, our bi e prob-
3 has leen one ﬁo m talk,
™ not cnough action. Because, des-
% all the rhetoric and headlines
"t the need for an effective energy
» We haven't made much pro-
In November, 1973, anyone who
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understood the economics, technology,
and long lead-times h::;ul\i:l in ener-

development, that energy
ﬁyulepmdmoe by 1980 was imlmsiI:E,
But who would have predicted that
when the deadline arrived, we would
be worse off — substantially worse
of f — than we were when Nixon asked
us to take the pledge.

President Carter lias committed the
US. to a ceiling on imports of 8.5
million barreds por day, which will
help the situation. But the fact re-
mains that our country now impests
almost half of the crude oil and na-
tural gas liquids it uses, compared to
23 percent in 1370 and 38 percent at
the time of the 1973 embargo. Also,
we're now about three times as de-
pendent on Arab oil as we were seven
years ago.*

What this means, of course, is that
— regardless of the ceiling on imports
— we are extremely vulnerable to fu-
ture OPEC — instigated price in-
creases and supply cutoffs, In fact,
the only questions now seem to be:
How much oil OPEC nations are
willing to produce; what price theyl
demand; and, indeed, how much they
will be willing to sell us at any price.

* Sourve: American Petroleum Imtitute,
Basic Petroleum Data Book,

In the Middle East and Africa,
where eight out of every ten barrels
of the free world's proved oil veserves
are located,® we're secing some sharp
changes in policy versus  previous
years. No longer are these producing
countries willing to increase their out.
put just because thes: have customers
cager to buy, For example, Saudi
Arabia refuses to sell us oil that would
be direeted to our Strategic Petero-
leum Reserve. And when you think
about it, it’s difficult to fault their rea.
soning: For most OPEC nations, oil
is their major resource. They have to
look to their future as well as the
present.

Furthennore, because the OPEC
nations have complete control of their
production, they also exert consider-
able economic leverage, That lever-
age made possible the qua:lm{)ling of
prices in the mid-1970s, as well as the
explosion of pricing we are still ex-
periencing today.

The result, of course, is that our
nation’s oil impurts bill has increased
from “only”™ $3 billion in 1970 to some
$60 hillion in 1979, This year that bill
is expected to total about $85 billion,
with the prospect of reaching more
than $150 billion by 1985.*

Obviously, from the standpoint of
our cconomy and national security, we
are not in a very enviable position.
The supply problems we've experi-
enced as a result of the political up-
heaval in Iran are only the most re-
cent examples.

Coping With Supply

As you know, the petroleum indus-
try has been trying to cope with these
supply problems by allocating avail.
able fuels as equitably as possible
among all customers. While this has
not made our dealers or customers
very Iulz‘p)‘. we have been successful
in spreading the supplies around.

Of course, another important factor
here has been conservation. With
U.S. consumption of petroleum pro-
ducts down about 11 percent in the

* Source: Standard Oil Co. (Indiana)
Fconomics Department.
(Continued on poge 10)
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Energy in the 80's

(Continued from poge 9)
first four months of 1980 versus a year
ago, it is obvious that the \merican
public has been cutting back. As a
result of this conservation — and
troleum industry efforts to rebuild
supplies, crude oil inventories at the
end of April were up about 13 percent
m;:{nlnmgd to llw‘ﬂ. Also, gzuolirnel
st were up almost 19 percent; an
due to the mﬁd winter, reduced con-
sumption, and conversions to alter-
nate fuels, distillate inventories were
up about 54 percent versus the end of
April 1979.°¢

Therefore, assuming motorists and
other consumers continue to conserve
and there is no major disruption in
crude ofl supplies, there should be suf-
ficient gasoline and distillate to meet
summer demand. In the case of gaso-
line, that means the leum indus-
try expects to be able to maintain at
least the same level of supply as it
did in the last six months of 1979 —
or roughly 90 percent of 1978 deliver-
ies. It also means no shortages or lines
at service stations.

Problems Still Exist

Nevertheless — as encouraging as
this news may be — it does not mean
the petroleum industry is suddenly
free of supply problems, especially
when you consider our dependence on
Eastern Hemisphere crude. In the
event of another Iran-type supply dis-
ruption, those relatively high inven-
tories my industry is now reporting
would e drawn down quite rapidly.

Quite understandably, this possibil-
ity induces oil companies to continue
to build inventories. And this results
in a short term surplus and a serious
potential shortage, both at the same
time. As we've wiceady leamed several
times the hard way, tt 2re’s a very fine
line between having too much and too
gltle gasoline and other refined pro-

ucts.

We all wish something would come
along to solve our problems since the
most significant energy source for the
US. today is oil. It accounted for
74% of the energy used in the U.S.
as late as 1978 according to the USDA,

*¢ Source: American Petroleum Institute,
Monthly Siatistical Report.
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During one of his recent televised
press conferences, the President of the
United States emphasized that ¥ of
the world’s oil moves through the
Persian Gulf which includes the
Strait of Hormuz, a choke point of
this thickly traveled tanker route. So
critical is the flow of oil from this area
of the world that we are all aware of
the positioning of U.S. naval forces in
the Arabian Sea and Persian Gulf, the
acquisition of agreements for military
bases in the area and the statement
by US, officials that an overt Russian
move in this area would mean war.

We Are Fortunate

We are among the more fortunate
oil importers of the world, landing
about 8 million barrels a day or ¥4
total supply. In contrast, Japan im-
ports virtually all its ofl and E. C,
nations are heavily dependent on im-
ports.

Oil supplies are particularly im-
portant to the food industry which
consumes a tely 165% of all
US. energy, While the Washington
regulators attempt to understand the
food industry, it is difficult to compre-
hend the complexity of today’s mod-
em operations which are continuously
changing. You know food on the farm
is not food on the table. There is a
long line of essential processes be.
tween. These are reasons why it's im-
portant for your Association to not
only keep abreast of developments in
Washington but to strongly represent
your interests and requirements.

Source Has Shifted

One of the reasons our oil problem
has beeuzse critical is not only thut we
are impei?ng 3 million barrels a day
more than 1970 but the source of this
nation's oil imports has shifted dra-
matially during the last ten years.
In 7/, the US. bought 71% of its
forcga oil from two neighbors, Can-
ada and Venezuela. Today Saudi Ara-
bia and Nigeria are our leading sup-
pliers followed by Libya and Algeria.
The share of our crude ofl imports
supplied by these four nations has
gone up from less than 11% in 1970
to 60% today.

These facts demonstrate conclu-
sl\'elﬂe that the only wuy we can nl:educe
our dependency on foreign oil, is to
pmduoenmtﬂlmdollg‘tfmol
energy within the United States and
to conserve as much as possible.

The United States is the o ly i
dustralized nation to have redi ed
consum last year accon ng g
the latest information from DO 2 T,
US. reduced consumption |- 14
wherers Japan, for instance in reased
its conmmption by over 213 a
Wett Germany by 3.1%, and rance
by 3.7%. Part of our conservation o
course was forced when supplies o
gasoline all dried up in somc pany
of the nation last summer.

However, the factor of consens
tion while important, can be owe
done, OPEC can, for instance, reduce
production to match the degree o
conservation in the United States t
offsetting the hard wui advantage
Nonetheless, conservation is essentid
in agriculture — throughout the food
chain — and all aspects of America
life. Whether you save a gallon )
weck or a gallon a day, the more we
save the better for us as individud
and the nation.

Cannot Be Independent
But regardless of how much w
save, we will not be able to increar
uction suficiently to become i
dependent. At best, we can modeny
our import requirements and spread
our purchases among multiple sp
rllrn. This is the same policy Japs
ollows for its food imports. Japa
buys about half its food just as we
import half our oil.
Let's look at bow much we an
duce our needs by dieting.
Sinc- DPEC oil prices b
climb in 1973, estimates of fut
energy consumption have bec
nng rapidly. In 1975-76 for « -

ﬂ,.
o %
L o

recasts generally predicted it e
U.S. would be using about 82 mc®
energy in 1990 than we used 1 193
In 1977-78, however, projectic s lov
ered that figure to 51%. In 19 ), som
studies — which anticipate ev. 1 higr
er oil prices and much more s i‘;;:

conservation — have i
timate further. Theu-dm: .
we'll need around 44% more
in 1980 than we used in 1975

Forecasters agree that as oil pic®
go up, Americans will consen¢ """;
energy. But no studies claim that w¢
be using less energy in ten years 8
we're using now. Even with string®
conservation, we'll need over a fourd

(Continued on page 14)
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For its outsianding contribution
to the macaroni industry
through achievement of a
widespread reputation

for quality pasta among millions
of dinars in Boston

since 1921. ..

STELLA OF BOSTON

is hereby recognized by
Sesaboard Allied Milling Corporation
and presented the “Che Pasta” Award,

symbolic of excellence in
italian cooking...

la buonacucina italiana e famosa.
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Cculd it be the durum people?
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the durum people

Grand Forks, North Dakota 58201
Phone (701) 795-7224
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Energy in the 80

(Continued from page 10)
more energy because our population

will be growing. And, hopefully, our
economy will be growing, too — pro-
viding more jobs and a higher stan.
dard of living for more Americans.

But if we hold oil im down to
1977 levels, as the President has prom-
ised, where will this additional ener-
gy come from?

Whenever you — as an American
encrgy user-lrylo&l:koullseleo
tion of sources from the e1 smor-

asbord youll find that somebody

inks that a big helping of eack “ind
of energy is unsuitable for you. for
some reason.

For example, you might want to
tein yourself to more oil from the
table. With crude oil decontro! and
cskiing tazes, the US. could be
ducing about four million a
day more by the late 1080s than we'd
be getting und.r controls.

But many people ntly feel
that some of the oil is ex ble.
They've said that as controls are re-
moved, the govemnment should take
80% instead of the normal 60% of
the revenues that result from decon-
trol. With a new tax, the energy
smorgashord will offer us only half
the oil that could come from decontrol
— two million barrels a day instead of
four by the late 1980s.

To make up for the missing oil, you
look forward down the table,

What About Natural Gas

You move on to natural gas. You
know that a decontrol law was
ii“m‘d the year hefore last, and you

gure that there will be plenty of na-
tural gas to fill your plate. But then
you discover that the natural gas law
was actually a complicated semi-con-
trol measure that sent producers look-
ing more for lawyers J:an for drilling
rigs.

You leam that the law made more
supplies available by shifting some
gas from the Southwest to other states
— 50 you can Zet as much natural gas
from the front of the table as you can
choose from the back of the table. But
the total supply hasn't been increased
much. And until the lawyers straigh-
ten out the more than 20 categories
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of production, you won't be able t
get all the natural gas that could

available.

So — a little anxiously now
move on to coal. At first,
lieved — there’s so much coal
table is straining under the
you know that a lot of that
be dug and burmed right
cval mines are operating at
lion tons a year under capacity. And
there are many industrial and utility
boilers that could switch from oil to
coal quickly.

But when you reach out happily to
Ell those empty spots on your plate
with cosl, the server nlﬂ:m knuc-
kles. “You can't use coal,” he
says, “It's not 100% safe for cveryone
to dig, ship or burn. Take half a help-
ing, but leave the rest until the en-
vironmental facts are sorted out.”
And he reluctantly gives you a few
small lmaps,

§E§§E,
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Maybe Nuclear Power?

Then you move on to the nest se-
lection — nuclear power. Again, the
outlook seefns promising at first.

The total installed capacity of all
the reactors operating at the beginning
of this year could the equi-
valent of about 1.3 million barrels of
oil a day. Completing all the
under construction would bring that
total to the equivalent of four million
barrels of oil a day, And building all
the plants now in the plaming stage
would provide installed capacity equal
:{.;nbot_llﬁ\-cmﬂllmbunhnfol!l

y.

rTJ:td\u‘mld e a good share
ol most 30 percent more energy
that well need even with stringent
conservation.

But much of the nuclear energy se-
lection has been taken off the table,
There's a freeze on plants under con-
struction, and timetables for many of
those in the planning stages have been
suspended idefinitely.

So you realize that the energy on
your plate still won't meet your mini-
mum needs. And, crossing your fing-
ers, you tumn hopefully to look for a
large serving of synthetics and renew-
ables.

But for the next ten years, not much
energy will be here to choose from
these sources. Some are still cooking.

With others, the cooks are stil' wod.
ing out the recipe.

Synthetics will almost certa. Iy L
making only a small contribut o I
1990, Shale oil may be provi ling ,
few hundred thousand barrels of of
equivalent by then. But coal lii uefa.
tion and most gasification projo ts ar
still in experimental stages, A d the
outlook for renewable s eve
more uncertain. Solar mium L
es ly retrofits — will not be oo

ting large amounts of encryy fo
some time. They're not generally eco
nomical now for small-scale use, and
the technology for large-scale use
hasn't been invented yet.

gectll ¢ in June, Furthermore, there
saiw vs the possibility of an increase
a b |, state and federal gasoline
wes - as President Carter demon-
anted with his for a 10-cent-
rpallcn tax hike which, theoretically
would have helped balance the bud.

et

In vther words — even though 1
would like to be more optimistic about
the outlook for prices — there are sev-
ml factors that affect price, over
shich Arnoco and the petroleum in-
dustry have no control: inflation, the
actions of foreign governments, poli-
tical upheavals overseas, and taxation
by revenue-hungry domestic govemn-
ments.

Gasohol Will Help Despite such facts, however, legis-

Gasohol will help. Many oil com [lltors and government bureaucrats
panies and cooperatives are selling i [l cntinue to try to tie the petroleum
Some farm ucers plan to male Windustry’s hands, The most obvious

their own, Gasobol is really enerp
conversion, If it makes dollars and
sense, then by all means do it.

Over the next 20 years, many o

ct food il rise
oo oGt n

ot recently was the so-called
“windfall profits™ tax, which is really
a excise tax on domestic crude oil.
The bill signed by President Carter
sarted out as an element in his energy
policy, but ended up — for the most
and demand, If it's a choice hrtwees I P = 33 l: “:!:H" ;’“':!l’::'l "':i':"l

gasoho L i "ornue. n jact, gest sin-
:::dle hlllrntl.'“g;]sce;rm the ';m g tax Lill in the history of the United
population patterns of the past thir [l 4.
years, there will be peslods of severr

world food shortages within even ths Initial Purpose
decade. This -':i:ir:e taz was initially propos-
After looking at all of these passibk ol by ‘he President as a means of

sources only one thing is certain-
energy — regardless of the source -
is going to cost increasingly mor.
both in 1980 and the years ahe d.

fundin: some $142 billion in energy
@ progra s, including greater emphasis
@ th  devel t of synethetic
foels. owever, the bill he signed
willge rate $227 billion in taxes. The
Let's Be Realistic incre | f'l‘thlng about it is that &

But, let's get back to the rea tics d JPT" revenue will go for
ll.‘.l!ly'l Il.lpf)le:t! of addition: fuoeh ‘Ikﬁ | income tax reductions, 25
given the current low-dema Lbigh mi [inﬁ:lmblu'le low-income
inventory environment, you s or the cost of fuel, and only
normally expect that the rate .  priv perc t for the development of al-
increases would moderate in 90 - peraate sources ,‘“d the im-
as they did following the Arab mbir JIF*" & of our nation’s transporta-
go. The problem is that, if *icre s ™ % ™
more political turmoil in the 'lides! il Asth. St. Louis Post-Dispatch com-
or yet another round of steep ' ikes ® Jli™ated not long ago, “the fact that
OPEC crude oil prices, this ye. ogre-s wants to give one-half of the
be a repeat of 1979. For c.ampt Q' aw.y raises the suspicion that
Saudi Arabia and s.veral other 7 %™ wasn't muck: need for it in the
dud:id countries hi.ve u'ct:;ll)' o A place”
nout; increases in prices that And, ¢ ’s exact]
already been lhougllt!:;io high uad” Blice. 11, m’g‘; not mzd:.{.
current market conditions, and ¥ Bbeaue crude off price decontrol by
of the OPEC nations reviewed te Blielf i) generate some $358 billion

nster
prices again during an oil mi ederal taxes and royalty revenues

Tue Macaroni Jourss MaER, 1980

over the neat 10 years — a total which
would far exceed the costs of all fed-
eral energy programs now under ser-
ious consideration. Now, however, the
mment is going to get the $358
illion, plus $227 billion in vxcise tax
revenues, to spend any way it chooses,

Tex Hinders Exploration

Furthermore, no matter how the tax
is ;rplied. it will raise the cost of
roducing domestic oil and discourage
.S. exploration and  production.
Money that otherwise woukd be spent
to establish new reserves and fund
enhanced recovery projects will go in-
stead to the federal government. The
result will be a loss of billions of bar-
rels of domestic oil — in the neighbor-
hood of one to two million barrels a
day less than would otheiwise have
been produced in the 19505,

Unfortunately, the President tried
to justify this new tax by insinuating
that the oil companies could not bhe
trusted to apply the additional income
from decontrolled prices to domestic
exploration efforts. But 1 think my
company’s record — which is typical
of the industry — speaks for itself. In
1979, Standard Oil (Indiana) spent
more than $1.5 billion on U.S. explor-
ation and development — an amount
equal to our tolal worldwide camings.
And this year we plan to spend even
more. In fact, our 1980 capital and
exploration budget has been set at
$1.9 billion, which represents an in-
crease of 30 per cent over total com-

pany spending in 1979,

Summary

To summarize: While it's obvious
that we need to take steps to conserve
fuel and develop altermate energy
sources as rapidly as possible, we also
have to reduce imports by increasing
domestic oil and gas supplics, Our
representatives in Washington refuse
to recognize that because of the im-
pediments they created, oil shale, tar
sands, solar power, and other future
energy sources probably won't be
commercially feasible for 10 to 20
years, And therefore, like it ur not,
we're going to have to rely on petro-
leum products at lesst until the year
2000

Considering that our foreign trade
deficit is already much too high and

e T G I ey ey 2

that the OPEC nations continue to
boost ..} prices and threaten produc-
tion curtailments, we cannot affurd
to waste any more time or money in
facing up to these facts,

The decisions we make today and
through the decade of the 50s will de-
termine  whether we remain  the
world’s greatest industrial democracy.
Therefore, at this critical point in vur
nation’s history, we must cut our way
through all the emotional rhetoric, put
aside the search for scapegoats — and
get on with the job at hand.

However, this is a challenge that is
Eoing to require not only the petrole-
um industry's best efforts, but also the
understanding and cooperation of the
public and true |mtl¢‘n|nip on the part
of our government. We've got to start
making decisions hased on the facts,
not on the prospects for the next elec-
tion.

Those decisions may not be casy —
or |'|n|ili|.'n||,\' popular. But they have
to be made — and they have to be
made now,

The Ideal Taxpayer

On whose backs is the fiscal 1981
budget being balanced? Some say the
poor, and they are right if they inean
the poor taxpayer. The Ptnpusul culs
in the budget are so modest that many

ceptive  observers have  trouble
inding them. Conversely, th antici-
nated tax increase for 1981 is 896 bil-
ion, the largest in US. history.

Some o the increase is law, while
some must still be enacted. Some of it
happens autom-cally. Some of it
happen  automatically, as inflation
|uulws tax payers into higher income
wrackets, And some of it the indivi-
duval will pa ythrough higher prices,
rather than higher direct taxes. But
it is all there in the official hudget fig-
ures:

£38,000,000,000 individual income
Taxes; $25,000,000,000 Social Security
Tanes; $15.000,000,0000 Windfall Qil
Profit Tax; $13.000,000,000 Gasoline
Conservation  Fees  $3,000,000,000
Withholding on interest & dividends
(if enaded); $2.000,000,000 Excise
Taxes. TOTAL INCREASE $96,000,-
000,000, That's an increase of $1,091
per taxpayer. Keep working.
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Clermont's Dough-Skin
Processor

produces up 10 600 per hour. Makes round
skins from 4" 10 9" in diameter, also makes
square or other shapes by simply changing
dough discs. Operates automatically, requirng
only 1 operalor.

Model No. MA-M-100-1

Clermont's Skin Oven

bakes 4,000 to 5,000 skins per hour—for Crepe
Suzettes, Mr-icotli, Egg rolls, Blintzes or other
similar products. Two rows of baking pans pick
up batter and slowly passes through oven.
Doughskins are removed by vacuum, conveyed
1o operalor for filling with cheese, meal, fish,
fruit, vegetables.

Mode! No, MA-M-200-2

Clermont's Automatic
lling Machine

makes and lills Crepes, Manicotti, Egg Rolls,
Blintzes, Cannelioni automatically at 2,500 1o
3,000 per hour. Doughskins are baked, filied,
turned and rolled into cornplelt:c: h'mml":)dl

dischar ready lor packaging a! the rale
REEEE 2.500 1o 3,000 per hour.
Model No. MA-M-300-3

Tha Clermont line of food processing machines uquned
efficiency in operation. Contact us now for complete specifications a
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ClermontiMANICOTTI, BLINTZES, EGG ROLLS,
builds machines|crePe SUZETTES, PASTA SHEETS, etc.,

that prod

s

— .

o
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UCe|simply, Efficiently, Economically.

Clermont’s Sheet Former

receives dough ingredienlts, mixes and
processes it through rollers 10 form an elasticily
sheet that is used for products such as: Egg
Roll Skins, Won Ton, Noodles, Matzoh, Sall
Crackers, Cracker Meal Potato Chips, elc

Model No. ASF-1

Clermont’s Sheet Former/
Noodie Cutter

produces up to 3,000 Ibs. per hour. Fully
automalic: Mixes dough and lorms a sheel ol
dough 20" or 40" as well as inlermediate
widths approximately Y thick. The sheet is
then fed inlo the noodle culler. Adjustable rate
of produclion to 600, 1,000, 1,600 or 3,000 Ibs.
per hour. Complete lacility is operated by one
man!

Model No. ASF-2

Clermont's Chip Machine

produces up 10 360,000 polato chips per hour.
Fully automalic, the machines receives, mixes
all ingredients and feeds continuously in a
straight line, a series of rollers which in turn
forms a sheet 10 the desired thickness, then
culs and fries. Packaging accessories
availlable.

Model No. ASF-3

AT (/% S TR R ——

i i t cleanliness, col
u:::::’:r;dim;n::jio:‘;‘:’y:m immediate requirem™ M0 WALLABOUT STREET, BROOKLYN, N. Y. 11206 o Phone:(212) 963-6020 ¢ TWX:710-584-2449
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Professor of Management, University of

In brief, the system of Management
by Objectives (MBO) can be des-
cribed as:

A process whereby the superior
and subordinate managers of an
organization jointly identify its
common goals, define each indivi-
dual’s major areas of responsibility
in terms of results expected, amd
use these measures as guides for
operating the unit and assessing the
contribution of each of its members.

The logical beginning point in the
organization for MBO is at the to
The sequence in which objectives will
be set and reviewed comprises a ru-
dimentary calendar of events which
occur in the arganization over a two-
year cycle on a continuing basis.

1. HOW TO SET OBJECTIVES

The first step in goal umnﬁ'is to
define the ordinary calend of
events which must occur in the or-

nization where MBO is to become
3: prevailing management system.
This entails, as is shown in Figure 1,
some events that occur prior to the
beginning of the target year, and
some events which will occur during
that year,

Management by Anticipation
This term is used to describe those
goal setting actions which are re-
quired of staff departments such as

rsonnel, accounting, legal, traffic,
nance, controller, and other staff
functions.

Audit Information

This information, which includes
program audits and overall reviews of
the major strengths and weakncsses
of each staff responsibility, should be
reviewed to provide a basis for find-

ing major opportunities and prob-
lems.

Five-Year Plan
The annual edition of the company
five-year plan should be pre| for

cach of the major areas of responsibil-
ity. Thus the annual ed'tion of the

five-year personnel plan, Anancial
plan and like should be prepared
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at a period some three months in ad-
vance of budget submission. For a
company on a fiscal year starting Jan-
uary, the close-off date for the annual
five-year yln thus would be about
July 1 of the prior year. This permits
opportunity to revise budgetary plan-
ning, move resources to new uses,
find new funding requirements and
make decisions about the abandon-

ment of programs or plans,

Annusl Budgets

With audit information reviewed
and the annual edition of the five-year
plan written and circulated, the allo-
cation of resources can occur. It per-
mits more rational commitments of
resources, including the use of Zero
Based Budgeting for support services,
and of Cost Effectiveness methods for
facility and program decisions.

These three steps in Management
by Anticipation are essential in the
effective functioning of MBO in an

organization. They for sound

strategic objectives being in hand be-
fomﬁdmi:d:u liongll objectives
are chosen. W strategic objec-
tives stated in advance, measurable
operational objectives may not be
valid. You may simply be running a
well-run cy.

Massachusetts

The subordinate comes with some
apec! tions and knowledge of his
~n  crformance strengths, weak-
wses nd problems as well as threats,
rids & | opportunities.

In formulating strategic obje tive,
the following points should b con
sidered:

a. Strategic objectives should he
stated in advance of budgetai. de

cisions,

h. Strategic objectives shoull de.
fine strenge&:. wei:kc:lenﬂ. problems
threats, risks and rtunities.

c. Strategic objectives should note
trends, missions, and define strategic
options, including consequences of
each option.

d. Good strategic objectives will
answer the question "are we doing the
right things” in contrast with the op
erational objectives which defire
“how to do things right.”

¢. The emphasis in strategic ant-
cipation staff goals need not necessar-
ily be measureable but should use
both words and numbers with clarity

Miagement by Commitment

1 itional management by objec-
tves alds to the previous manage
ment-h. -anticipation a new dimension
shich s a face-to-face relationship
with the superior, and through that
the organization itself . . .
\anagement by Commitment.

Commitment means that the person
makes some ises to somebody
che whose opinion is important. This
commitment is not general but speci-
i, explicit, measurable and worth-
w

hile

Responsibility means that the per-
wa accepls full accountability for the

outcomes which will be produced
during the commitment period with-
out reference to excuses or exculpa-
tory explanations. This doesnt guar-
antee that the responsible person can't
fail for reasons beyond control, but
regardless, assumes a results responsi-
bility. This implies a kind of adult
hehavior, professional effort and ma.
ture self-control in engaging in one's
work.

The superior is also committed. If
the superior agrees in advance that
the proposed operating goals are mer-
itorious in advance, then those ob-
jectives must be agreed to be the
criteria for judging performance at
the end of the period. Such judg-
ments  could lucmt' salary  adjust-
ments and merit pay recommenda-
tions, honus n\\'nrtl: appraisal, pro-
motability notations and similar re-
wards for achievement. In accepting

A RUDIMENTARY MBO STRATEGIC PLANNING CYCLE
FOR BUSINESS OR OTHER OGANIZATION ON A
CALENDAR YEAR OPERATION BASIS

to define long-run outcomes sought

Commenis

Responsibility of the top man and all
major functional (stafl) heads,
assembled by planning department.

They are often established by group D Evest
such as the Board of Directors, mar Annual edition of the Five
agement committee, personnel policy [l 1y 1 Year Plan and review of prior
committee and the like. For exampk, Year's Five Year Plan.
“Apex ration will become the m“m iion io
: iy o ]
leading seller of solid state mon- : - ’f:vllonmiu ng.r't:ap or

toring devices in the field by 1983

As shown in Fi 9, there ar Review, revise, approve

Upward from all units starting wilth
sales forecast, cost estimates, and
profit forecast to budgeteer.

Executive Commiticeee.

some questwwhich will be final budget figures.
included in the strategic goals state

ments of every staff -t and Blan S arw lw::et year,
major unit. source

Issue detailed. approved financial
targets in final form,

Completion of individual
overational objectives al

1. HOW TO SET OBJECT! ES/

OPERATIONAL GOALS M e ot 6§
At the beginning of the ope: tionl :m'i'd;ugmu;mx
year, cach manager and subo linate Preaident

manager sits down and conc icts 3

Sets standards for managerial
petformance for the year.
To share goals and devise
leymwork.

To give a challenge.

dialog on specific operationa! objec
tives forlhemlngyurlo';: :'I'lb
ordinate position. Prior to liscur
sion cach reviews the situr
tion, the results of the most p. -view

Quarterly reviews of

Audits—Including program.

individual results against poals
and adjustments as required.

All managers at all levels.
Stafl Departments

year, and some of the more li} Iy ™
quirements for change. Eac

comes to tb discussion prep..ed ¥
arrive at coicmitments and to .ssur*

of the Esecwiive

and delegate yvevpiiaibilities.
The boss is. A rned with informat®

about budgit Suitations, stialef

goals which kave been agreed vp™

and discussion
commiltee actions as major
issues are

Position p-pm.l:rd ;u:::l;nmn

By stafl experts or any respomible
manager or professional or functional
group.

above, plus same inormation abod
actual results ohtained the prior P*
iod.

Repeat the process.
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objectives in the beginning, the su-
perior thus cannot app'll\' capricious
or ex post judgments.

The key to management by commit-
ment is that the hard bargaining
about what comprises excellence of
performance is done up front, before
the period hegins and not alter a year
or so of effort,

The process by which the operating
goals (commitments) are established
consists of a dialogue and a memor-
andum. The dialogue is one in which
cach brings something. It is neither
salely top down, nor solely bottom up,
but a genuine discussion. 1t is most
satisfactory  when it is  conducted
on an adult-adult level rather than a
parent-child model.

HIL HOW TO WRITE OBJECTIVES
FOR COMMITMENT

Operating objectives should com-
prise an ascending scale of excellence,
by which the manager can administer
certain ongoing concerns in managing
managers.  For the subordinate it
should comprise a series of levels of
excellence. As shown in Figure 3, this
is best accomplished when the su-
perior has criteria for making year-
end discussions for purposes of com-
pensation, personpel records,  defin-
ing promotability and assignments,
coaching and training subondinates,
the administration of discipline and
delegation.

For subordinate, these five ques-
tions should have been answered or
resolved:

a. What is expected of me, let me
know in advance.

h. What help and resources will be
available to me in my work?

¢. How much freedom may | ex-
Iu'c‘t. and what reporting times and
orms should T assume?

d. How can 1 tell how well 1 am
doing in my work while I am doing it?

¢. Upon what performance bases
will rewards be issued? This is best
achieved by writing goals in three
calegorics as shown in Figure 3,
Guoals are defined in three major cate-
gories and should be written to cover
all three.

Category L \What the regular respon.
sibilities of the position will be, These
are the ongoing, recurring, repetitive
and measurable objectives of the job
such as dollar volume of sales or units

per shift.
(Continued on poge 24)




BUHLER-MIAGPNG GOODS LINES

Performance Yofan Depend On!

ble Performance

P Sturdily-constructed 2- or 4-stick spreaders allow selection of
gl idea! extrusion area for a given capacity.

fSpreader, Dryer and Stick Storage are continuously driven and
controlled by one variable speed drive.

Nl stick conveying chains and drives are heavy duly and con-

_lain automatic tensioners. Dryers have lubricating systems re-
iring an absolute minimum of maintenance.

 Awtomatic climate controls ensure proper conditions al every
siage. Zones are complelely separated, cutting down on requir-
#d supervision.

Motors, sprockets and drive chains, in addition to electrical
and climate controls, are standard U.S. components.

Hficilent Energy-Saving Design

New dryers are smaller sized. High temperature and high
humidity drying requires a minimum volume of fresh air. Fan
motors for air circulation are mounted inside dryers, utilizing
100% of electrical energy. (New style, energy-elficient motor is
oplional). A most energy-efficient design!

Panels are 1%" thick with polyurethane foam core. A'uminum
fining on inside for heat reflection and absolute vapor barrier.
No heat bridges.

eria Control

High temperature drying controls bacteria growth. Dry bulb
Wmperature is adjustable from 100°F to 180°F.

Oryer is absolutely tight, yet easy to clean, maintain and super-

, iwing-out side panels extend entire dryer length, allow-
Ing fast cleanout and service.

o Cuality Product

High rying temperatures in both final drying stages improve
produ :t texture, cooking quality and appearance.

Steac /, high temperature drying ensures a straight product,
ideal or the high speed packers of today. The high humidity
tying climate gives the product an appealing golden color.

Long good P8I
imum capacity of 3000 Ibsir. Line consists of Double Screw Pros_
Spmﬂ T;s“An..D:;!:rr‘a"'l"gEggﬂ DCAM‘I’}FB-H. Stick Storage TAGB, Cutter TST and Stick Re!.m.

Three Standard Models . . .500 to 4500 Ibs

% and other Macaroni Processing Equipment.

| us for information on Buhler-Miag Long Goods

Super sanitary design for easy
maintenance. All-plastic panels
swing out for easy access to all
machine parts. Extra-thick poly-
urethane insulation and off-the-lioor
consiruction preveni condensation.

Each spaghelli strand travels exacily
the same path, 80 you can count on
consislent drying resulls. Posilive
control stick elevalor keeps slicks
from rolling or sliding from transfer
point 1o the drying liers.

Product quality and
LONG GOODS DRYERS
consistency sell. /) ®
CITY -
) Buniertiag quainy | € g (BUHLER-MIAG)
JOLnITes O and re”ab”I{y g’vd e \\\\ BUHLER-MIAG. INC., P.O. Box 9497, Minneapolis. MN 55440 (612) 545 1401
TOCA/TOFA | 200010 4500 Ibs/r you the Se”lﬂg eage. BUHLER-MIAG (Canada) LTD.. Onlario (416) 4456910
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the Pure, Golden Color of Quality

King Midas Semoling and Durum Flour
Where Quahty Pasta Products Begin

Food Group



Management by Objectives
(Cont

inued from poge 19)
Format for Anmmal Stralegic Objectives Sindewnw

1. Should be prepared three months in advance of budpeting decisions.
2. Should come up from below as proposed aliernative strategier

3. Should be prepared annually st hall-year.

COMMENTS

1. Trends: If we didat do

anything differently
this area, where would we be in 1-2-5 yean?

(Do you like this posible outcome?)

1Il. WHAT ARE THE MAJOR MISSIONS?

in

What are we ia business for? Who are cliemts?
‘What is our product? What should it be?

IV. WHAT ARE SOME OPTIONAL
STRATEGIES?

Whai Weald the Conssquences Be?

Centribatisn Costs Feanibbliity

(Presa for multiple options)

Recommended Actien Plamx To be turned into OBIECTIVES

Category 11 What are the ma rrulr
lems which should be -m: and
solved in this position dudnsﬁtbe
coming period? A problem is a devia-
tion from a standard which persists or
which somebody important wants to
have fixed.

1L What innovations will
be attempted? These are not reactive
but proactive goals. They are improve-
ments, betterments. Projects which
will cause the organization under the
subordinate’s control to operate bet-
ter, cheaper, faster, safer, at higher
quality, or with greater diguity to
people.

IV. WHAT ARE SOME TYPICAL
PERFORMANCE MEASURES?
Starting with the regular objectives
Caeﬁ‘ry 1 of the general manager
and key subordinates, the goals
should lock the organization together

24

through some key indicators. Figure
4 shows some sample objectives of an
ongoing, recurring character of the
division general manager. The indica-

tors of t lar cate, for this
position inclm such lrﬂ’kr;tnrl as:

Dollar volume of revenue permonth
Retum on investment per quarter
Cash on hand at quarter end
Receivables, average age in days
per quarter inventory, average
dollar level over the quarter.
Budget deviations as % on capital
budgets growth in dollar volume
per quarter labor stoppages per
year.

The indicators are never standard,
but the indicators listed were found to
be common among a sample of fifty
general managers. A study of Figure
4 should highlight some of the fea-
tures of operating regular objectives.

objectives should be stated in r. nges
Start by defining the middle igur
first, “normal realities.” Let the - bor.
dinate set the optimistic or siretch
objectives. The superior choos:s the
pessimistic figure. This figure com-
prises the exception pdﬂ at whid
the subordinate knows that ke
should notify the su that thing
are not going g to plan. The
middle point is based upon history,
upon estimates, industrial engincering
studies or sales forecasts.

8. When deviations occur, the sub-
ordinate should know it before any-
one else, should know why the devia-
tion has occurred, have taken correc-
tive action where it is possible, and
notified and requested help from
above early enough,

4. On the other hand if the subor-
dinate is attaining the middle levd
(normal - realistic ), he or she
should be left alone to operute with
out interference.

Figure 5 shows what 1 page of writ-
ten problem solving o'sjectives Cate
gory 11 might look like, Usually com-
mitting oneself to one or two majr
problems defining;

the present level or cradition

the desired level or rondition

the time when it is to be coreed

(brought to the desired lev: 1)

Category 11 objectives arc alo
shown. This is a statement o the
present condition, the desired ondr
tion, and some time frame for ti - pr-
aclive, innovative goals, perhi s i
cluding some stages of study rde
velopment.

Organizational objectives. T * e
ample given of the gt.;wn;nl ma gt
objectives, of course, must be :
mented by and explicit bj
tives for each of the key subor nat®
reporting to the gencral ma g
The manufacturing manager nigh
have these regular (Category ) o
jectives to which he is committ. d:

FIGURE $

1. STATEMENT OF PROBLEM
SOLVING OBIECTIVE
A. Present condition or situation -
B. Desired condition or ol

if solved ‘actorily
c.%mmmm'
s pessimistic, realistic,
Soximtic
(Continued on poge 26)
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The shape
of things
to come---

Call now to discuss how we
can shape up for your special
extrusion dies. No obligatioi.

P
come from

Maldari

dies.

% Unusual extruded
shapes and designs.

% Special extrusion dies
fo your specifications.

o iy

D. MALDARI & SONS, INC.
557 Third Ave., Brooklyn, NY 11215

Phone: (212) 499-3555

America's Largest Macaroni Die Makers Since 1903 — With Management Continvously Retained in Same Family
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Management by Objectives
(Continued from poge 24)
11l. STATEMENT OF INNOVATIVE
PROJECT COMMITMENT
A. The present condition or situation
B. Innuvation 1o be
C. Results sought (conditions which
‘wonld exist il the innovation were
10 work well)
D. Time commitment (state dates,
realistic

Ppessimistic, )
Average daily output per month
Units per shift per month
Indirect labor as a percent of direct
per month
Factory overhead as a percent of
total per month
Amgt; quality reject rate per

mon
Wamanty and policy costs per
month

Step four yances per quarter
O\.Trtimcsrlh:m per week per

quarter
Hours of supervisory training per
quarter
The sales manager, on the other
hand, doesn’t have lhe‘nme‘u:he
general manager except for a few key
result areas but rather defines those
indicators which will cover the major
indicators of output for a time period
for his le:‘;mﬂhllhy areas. These
miﬂl indude such indicators as the
f g
Dollar volume per month per
quarter
Costs of producing the revenue per
month per quarter

NAME_ PERIOD
GENERAL MANAGER
REGULAR-BASIC INDICATOR ORJICTIVES
Bssponsiblicy Lavel of Rosult Sought e
Thee Noswmal
Ot it ey Period  Pessbunlatic PBloalat: (Rpaismdibic

1. § Volume of revenue per mo.

2. Profix: ROI
3$ voluume per mo.

3. Cash st mo. end §

4. Receivables: § mo. end
Days

S. Inventory: No. erd §
Turn Over Days

SEERE QAR

6. Capital Budget % Deviation

7. Labor Problems—Siep 4

Grievances _ Q. Y S
5. Share of Market % Q. » =
9. (Other)

RESULTS SCOPE SHEET
Target Ne. It Qur. 2ad Qwr. 3ed Qur. 4 Qur, TOTAL

I ——
2 MBS
‘ —-
4 da
s

6 —
7

5

New products introduced

Dollar level of bad debt: pe
quarter

Days of sales training cond .cted
per quarter

New customers added per qu rter

Lost accounts per quarter

For each person r ing to the
general manager, Mq:::.ll be indi-
cators which are special to that pos
tion, but following a similar format.
Indicators of output for the timc'“fn-
iod, stated in ranges, and including

solving and innovative goak
. HOW TO AUDIT AND
REVIEW OBJECTIVES

Perlodic Audits

Two forms of review and audit
uel:{[:uhnlin MBO, The first kind
of audit is the periodic audit. This i
a financial audit of a comprehensive
nature usually based upon a samp
ling of the realities of the situation
It can be done by professional intemal
auditors, or by an outside audit group.
such as a CPA. Not only should pro-

audits be performed periodically
?;r‘:nlndal results and pndﬁir. but
of program fons as well.

Personnel audits and manpower
audits for such matters as affirmative
action, ts of key persons,
b e ol

icy Sir
matters including labor relitions
should be | in periodic audits
Safety audits against OSHA star
dards done internally may piovent
unfavorable audits by OSHA i \pec-
tors from enforcement agencies

Other current practices of th best
of audit of miy i
clude wdmm% commun v e
lations audit, public respon: ullh
audits, Sumhuing practices . its
and legal compliance audits fo anti
trust or patent protection.

Continuing Review

Every manager having madk
mitments llnﬁd o
continuous reviews of his ow: per
formance. These reviews are obsen>
tion and notation of actual osult
a the statements of objecti:e3 ¥
w one is committed. They are d
shorter time period and relate to the
shorter time in :.ih]id' super
visory mana t gets daily, woeeklh
monthly uxf:ru:nrtnly reports of out:
puts.

com-
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be doing o oot §

On of the major advantages of
MBO s that it w;;&'hm:.z
them L s 2

m?: Self-control  has
wme owerful motivational effects,
for th tightest and most perfect form
o 201 rol is self-control. itment
s a reans of motivation, which is
wasidcrably enhanced when self-cor-
pection is built into the system.

As shown at the bottom of Figure
4, the manager should be able to post
his own actual outcomes on the ori

At the erd of each year, the super-
ior and subordinate l:5“ out :Ae‘dob-
jctives prepared in advance re-
view actual results, This is a ace
new objectives for the
wming year. Such discussion should

be treated as lnTomnt events, They

be done free from distraction,
with objectives, results,
poblems, deviations, and inprove-
ments needed. They should awnid
g 2
maner which is exacting, e,
pdgme-ital or punitive,

With actual results against objec-
tives ii: hand, ¢ superior can make
m- rsonnel decisions as are re-

Crop Prospects
{Continued from poge J)

The North Dakota durum outlook
varies widely, Mr. Goodfellow said.
Despite the effects of drouth, current
prospects would indicate yvields of 17
to 18 bus to the acre, or more, he sug-
gested, As of July 1, US.D.A. pro-
jected a durum yiekd in North Dakota
of 15 bus, Mr. Goodfellow considered
that estimate too low. He described
topsoil moisture as generally adequate
in north central, central and eastern
portions of the durum area, but point-
ed out that subsoil supplies remain
very short. In the counties of ade-
quate topsoil moisture, yields of 23 to
25 bus to the acre, or hetter, could he
harvested in favorable weather, Mr.
Goodfellow said. Prospects in the wes-
tern of the durum area are for
yields of around 13 bus, he said, point-
ing out that, although stands are thin,
much of the acreage is on summer-
fallow,

A substantial abandonment «f poor
durum fields, most on continuous crop
land, has occurred and is continuing,
Mr. Goodfellow said. He estimated
durum acreage abandonment in the
state at 15% against 9% as the U.S,
DA, July 1 forecast. With a higher
yield-per-acre estimate than US.D.A.,
Mr, Goodfellov: suggests a North Da-
kota durum outtum of around 65 mil-
lion bus, given good weather, up from
60 million bus as of July 1 estimate
of US.DA.

Production of “desert durum™ in
California and Arizona was projectedd
at 18,675,000 bus, more than twice
1979 output of 8,850,000 bus.

USDA Estimate

US.DA. estimated 1980 durum
uction at 90,512,000 bus, down
6,142,000 bus from 1979 output of
106,654,000 bus, Additionally, carry-
over on June 1 was 18,000,000 bus less
than year earlier at 65,000,000 bus.
Prices for durum surged to $7.50 @
$7.75, highest levels since November,
1974. Farmer selling was virtually nil,
and mills bought only spot needs.

Durum Stocks Down;
Peak Disappearance

Canryover of durum (included in
all-wheat totals) on June 1 was 57,-
384,000 hus, or 33% less than 85,70 -

000 bus the ye2r before and 14% be-
low 66,591,000 bus on June 1, 1978,
Durum disappearance during  1979-
S0 was a record 135,039,000 bus, up
IN% from 114.450,000 year ago.

Stocks of durum held in North Da-
kota represented 77% of national to-
tal. against 80% in prior year and
2% in 1978, On-farm durum hold-
ings in North Dakota accounted for
§3% of state’s total stocks, compared
with 6% on June 1, 1479

Hot Weather Boosts
Egg Prices

Persistence of very hot weather
r\uhul egg prices higher in July,
Juyers were reluctant to enter the
market at higher levels, but wide-
spread attitude was that recent prices
represented a bottom and that costs
would continue to climh for the next
several months,

Record temperatures in major poul-
try arcas — consccutive days of tem-
peratures over 100 degrees were not
uncommaon — raised concern that pro-
duction could he sharply reduced. In
some areas bird mortality was only
an isolated problem, but in other
places the losses were substantial,

Inquiry was active, but a number
of buyers, including some bakers and
mix manufacturers, were reluctant to
enter a inarket dominated by the emo-
tions of weather worries. At the same
time other users remarked upon the
potential dramatie change in funda-
mentals; since the beginning of the
yvear egg markets have been burdened
by over production, but deva-tating
weather — with little or no relief in
sight — could result in a significant re-
duction in output.

EGG PRODUCTS

July Price Range from U.S. Depart-
ment of Agriculture.

Central State Nest Run $9.60 to
$14.10,

Southeast Net Run $10.20 to $12.30,
Frozen Whale — 39¢ to 46¢.
Frozen Whites — 24¢ to 29¢,
Wricd Whole — $1.49 to $1.74
Dried Yolks — $1.51 to $1L.78.
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Automatic Extrusion Press
with Spreader

BMib&I\ﬁ corporation

§0 EAST 4IND STREET-SUITE 2040 , NEW YORK K.Y. L 1]}]

PHONE (212) 602.6407-602.4408 , TELEX 12.6797 BRANY
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D astically reduces the time required in the production cycle.

H jher drying temperatures reduce plate counts to well below industry standards while
or nancing product flavor and quality. 5

El.ctronic controls sequentially start and stop funs as the product moves by.

Pneumatic controls regulate relationship betwaen time, temperature and relative
humidity.

At the end of the final dryer, a power-driven cooling section reduces product temper- g
ature to a safe packaging point. '

Braibanti ATR—newest in the long line of Braibanti paceseiting Pasta Dryers.

Braibanti, the world’s foremost manufacturer of Pasta Equipment.
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Co-op Merger

froum Business Week magazine
August 4, 1980

The propased merger of three big
Minnesota-based fanm ratives—
Crain Terminal Assn. (GTA), Midland
’ tives, and Farmers Union
Central Exchange (Cenex)—may fore-
shadow a trend to bigger and bolder
mergers down on the farm. The three-
way merger would create an agricul-
tural eting organization with an-
nual sales of $3.1 billion, second in
size among the nation’s 7,000 cooper-
atives only to Farmland Industries
Inc., with sales of $3.8 billion. As the

see it, they need added heft to
compete with private agribusiness
giants such as Archer- Midland
Co. and Ralston Purina Co., but the
sheer size of the merger plan U5 al-
ready raising antitrust issues.

Ironically, when Farmland was cre-
ated out <f a er in 1977, execu-
tives of both Midland Cooperatives
Inc. and Cenex told Business Week
that such a merger was just the type
to excite the wrath of \Washington
antitrusters. But now the executives
feel that the competitive environment
has changed that co-ops must
have access to economies of scale.
The three-way merger under study
would create an organization with
strength in two areas:

CTA is the second largest grain-
marketing cooperative, with hundreds
of elevators across six upper-Midwest
states. The co-op Is also an interna-
tional trading power through its joint
ownership with 10 other co-ops of
Farmers Export Co, Two-thirds of
GTA's 1979 sales of $1.6 billion flowed
from grain trading, while the rest
came from such diverse businesses as
milling, sunflower processing, and
consumer foods.

As so-called supply cooperatives,
Midland and Cenex purchase huge
amounts of fertilizer, feed, and petro-
leum products — often from co-op-
owned refineries and manufacturing
facilities — that are resold through
networks of hundreds of member
stores. Growth-minded Cenex had
sales of 81 billion last year in 13
states from Washington to Wisconsin
Midland's sales of 8317 million were
mostly concentrated in Minnesota and
Wisconsin,
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Improve Efficiency

Co-op officials argue that a merger
would produce budly needed operat-
ing efficiencies. “There is a tremen-
dous duplication of service,” says
Sigved T. Sampson, president of Mid-
land. “Sometimes two or three co-ops
are doing the same thing in an area.”
With farm income expected to plunge
30% this year and energy costs sky-
rocketing, adds Sampson, "we need all
the savings we can get.”

By combining crop marketing and
supply services under one . the
co-op officials figure they would have
more marketing clout to use against
their competitors from private indus-
try. And with comnbined assets of §1.2
billion, the merged co-ops would sig-
nificantly enhance their borrowing

ver, making it easier for them to

nance expansion.

However, the proposed merger is
already arousing the ire of some pri-

vate competitors, who buy from and
sell to the co-ops, "It would create
an enormous consolidation of a2

says Burton M. ] tof I.
S. ) Co., a Minneapolis grain
trader, Other big farm marketers, such

as International Multifeods Corp. and
Peavey Co., could lose market share.

USDA Sympathetic

Agriculture  Dept. officials have
been sympathetic to co-op mergers.
“The fact is that the disparity in size
and market power between the coop-
eratives and (Eri\mle) companies has
been growing,” says Randall E. Tor-
gerson, Agriculture’s deputy admin-
istrator for cooperatives. But whether
the Justice . can be so convinced
is the big question The combination
of Cenex and Midland poses
lems because they market similar pro-
ducts in overlapping market areas, On
July 16, Justice showed a willingness
to flex its muscles by forcing two
Northeast co-ops Agway Inc. and Ag-
ri-Mark Inc. to back down from a
supply agreement,

Certainly there will be some co-op
mergers in the 1880s. “We'll see the
economic units get larger from now
on to realize scale cconomies,” says
Midland's Sampson, Last March two
Midwest co-ops, Ullinois Grain Corp.
and FS Services Inc., formalized a 10-
year joint marketing effort by mergin
to form Growmark Inc., with ann

sales of 82 billion. And last year Land
O'Lakes Inc., the big dairy co-0; add
ed nearly $1 billion in sales by : quir
ing a beef packer, Spencer Foc Is.

The Minnesota co-ops hold some
powerful trump cards as they sit dowy
to plan this er. The heat w ive iy
the Midwest South, on top f the
disruptive cffects of the Soviet gria
embargo, has made problems un the
farm a political issae in an clectin
year, Both Agriculture Secretary Bob
Bergland and Vice-President Wake
Mondale are native Minnesotans and
friends of the co-op, Says Sampson
“Politically, the environment is right
for merger.”

Rhods Island Mill Project

A representative of Providence
Milling Co.’s founders said it will ko
cate on pro leased from the stae
of Nhode Island, reports Milling &
Baking News, ending industry spec
lation it would build its flour
and grain elevator on land
by the city of Providence with fedenl
funding, thus using such assistance b
establish competition against ulﬁ
milling operations. The company
finance construction with private
ital, as was done with the durun
and manufacturing plant o
Cando, N.D., which carlier this yes
obtained a federal guarantee on 3
minor portion of its loans.

Prince & Italgrani US.A

Providence Milling is a joiit ver
ture of Prince Macaroni Manu:ace
ing Co., Inc, Lowell, Mass., ar | It
graui-US.A., Inc, the Minnc pobs
based subsidiary of the major talie
?l’lin and milling company. Pl. s &
or building & durum mill wit) initid
daily capacity of 5,000 cwts, ! acod
of 814 million, and an expor gn=
elevator with storage capa: ty
about 3 million bus, bringin
project cost to $30 million.

In their initial nntzl:ununwnl d:&
ject in January the companis
ll;r:dm:mmillbelwppllad"
molina to Prince’s manufacd®
ing complex at Lowell, Mass. wid
excess preduction to be marketed ¥
other pasta manufacturers. Accordig
to Anthony J. della Selva, exvcut™

(Continued on poge 32)
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Jussy customers
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ahways grve good reviens when the cond serves up good tasting wholewime nenedle dishes
[ ]
m leﬂl Sometimes the people hardest 1o please are
sitting right around the family table. So the smart cook
really uses her head..and serves up good-tasting
noodle dishes.

But the best noodle dishes begin long before they
reach the table. They begin on the farms of the northemn
plains, where the nation’s best durum wheat is grown. g

From this durum wheat, Amber Milling mills fine d
pasta ingredients...Venezia No. 1 Semolina, Imperia
Durum Granular, or Crestal Fancy Durum Patent Flour.

At Amber Milling. we're serious about pleasing our
customers. We know you're fussy about quality. So we
deliver semolina and durum flour that makes it vasier for
you to please all your “fussy” customers. Specify Amber!

AMBER MILLING DIVISION of THE GRAIN TERMINAL ASSOCIATION

Mills at Rush City. Minn_ ¢ General Oniies at St Paul, Minn. 55165, Phone (612) 6469413

has to use

her noodie.

Eunen, 1980
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R. 1. Mill Project

(Continued from poge J0)

vice-president of Italgrani US.A., the
export elevator will originate grain,
wrimarily com and soybeans from
Middle Atlantic states, for export into
world markets.

The land involved is a former Navy
installation at Melville, a port area in
Portsmouth in the Narragansett Bay
area. Earlier, the company was con-
sidering a location in the city of Pro-
vidence which would have required
some renovation prior to leasing.

J P. Peil president of
Pﬂmmmkmw concerns
about fnancing, stating “Our financ-
ing is pretty well set. The banks have
all they will put up the loans.”
He unrl\nlud that fundin
“comes froea American banks and wil
employ Americans.” The industry’s
concerns, he raid, should be, “Will it
benefit the American econoiny gen-
erally?

“The day that mill its durum

uction will be sold out 100%" to
rince, Mr. Pe said. As for
millfeed, he said, the product will be

sold within the U.S, or to foreign buy-
ers.
hl.:llemimlng the of llslgrlnl to

d an elevator adjacent to
the mill, l:p::d “that company will
be another Cargill' exporter out of
the U.S.; it will improve the halance
of payments.”

Parallels

Parallels to the Providence project
were drawn to pll}:!n ml mmiE
tion of a pasta plant urum
ing operation at Cando, N.D., an-
nounced a year ago by Noodles by
Leonardo, headed by Leonard Gas-
parre of St. Paul, Minn,, a successful
entrepreneur with numerous business
interests.

An $8-million-plus complex, includ-
ing a 2,000-cwt durum mill and a

ta manufacturing Flmt. is being
ilt at Cando, miinly through pri-
vate financing arranged by Mr. Gas-
parre. The city of Cando received
$1016812 from HUD to purchase
land and pay for utility services. Con-
trary to carlier public reports, only $1
million or 18%, of the $5,425,000 in
loans negotiated by Mr. Gasparre is
guaranteed by the Economic Develop-
ment Administration of the US. De-
partmert of Commerce. Two Cando

2

hanks loaned Noodles by Leonardo
a total of $425,000 and the Bank of
North Dakota, a state-owned institu-
tior, a to a loan of 5 million,
agrinst which about $3 million has
buen diawn, The balance of the finan-
cing has been amanged by Mr. Cas-
pure, The Cando project was well
under way with Mr. s pri-

vate before the bank loans
were uti
A D M Record

Archer Daniels Midland Co., De-
catur, posted record eamings of $115-
958,424, equal to $3.20 per share on
the common stock, in the fiscal year
ended June 30, 1980, according to
preliminary unaudited figures.

The 1980 fiscal net is more than
double the 1979 camings of $56,413.-
210, or $1.63 per share, In the fiscal
year ended June 80, 1978, ADM had
net income of $56,597,000, or $1.72
per share.

Average number of shares outstand-
ing in fscal 1980 was 36,224,302, up
from 34,575,500 a year ago.

Rank to Retire

as chairman by Peter W, ]. Reynolds,
who has been managing director and
chief cxecutive,

Mr. Reynolds will continue as chief
exccutive of one of Britain's leadin
companies in Bour milling, baking
a range of other food-related interests,
including pasta manufacturing in the
Us.

Stanley G. Metcalfe, who has been
managing director of RHM's Cereals
Division, which primarily is the flour
milling operation, has been appointed

ty managing director, effective
this Aug. 1. He will replace Mr. Rey-
nolds as managing director as of Feb.
1, 1981.

R. C. Loombe has been named man-
aging director of RHM's Cereals Di-
vision, «ffective Aug. L.

Mz, Rank, active in the management
of RHM for 44 years and chairman
for the past 11 years, will become

ident and will remain as a mem-
of the board of directors.

Pasta Reweach Loborato y

A new $1 million pasta lab aton
and warehouse will be added t. For.
most-McKesson's Research Ce: ter i
Dublin, near San Francisco, ( ilifo.

nia.
The new food research caj ibiliy

will su Foremost-Mck ‘sson)
new ucts in the pasty
and related food fields and will com

plement the company’s already ester
sive focd mnrgn and developmen

Construction of the
ction
plant and 9,000 square lo!:n:l E:-
tional storage space ad to the
existing research facility will stat is
August and will be completed in the
spring of 1961.
Through its C. F. Mueller Con-
ny of Jersey City, New Jena
hc:;cumi-.\lclm is %1: m‘:z:
est pasta producer. M
brand J):aurmi,

rigatoni, spaghet

and other pastas is ted in 2
eastern states, Mueller is a division o
the Foremost-McKesson Fods Grog
Foremost-McKesson i
chief exccutive officer E.Dre
han said that the new pasta food bt
will support the company’s plans ¥
develop new and improved pasta 3
pasta-related products as well as liw
extensions. “Construction of the no
food research laboratory reinfore
Foremost-McKesson's commitment ¥

pasta ucts as the comenstone ¥
expansion in the fuod po
ducts business,” he added.

Dr. Theodore W, Cralg, dircctor@
the Foremost - McKesson [Iesearc
Center, nidwlll;rnew lnbom-r&'
ot t will make it i
g\!ﬂuﬁ':n ingredient mdpo:l
variations and to develop 1 W [
ducts including both pasta : o
pasta-based products.

In addition to Foremost-M es®§

foods and food ingredient

the company is in the drug a1 | bes®
care, wine and spirits and « hem®
industries. Last year Forer ost
Kesson had sales of $3.7 bill .

Growth from Renewal
In its annual report Forenost
Kesson, Inc. calls the C. F. Mo
Company the “comerstone * ~
Foods Group's grocery products
ness.”
(Continued on poge 36
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Len DeFrancisci is
standard
equipment

Demaco macaroni .

What do you want with Len DeFrandsc?
!Anullaludlhww,
macaroni production line is not something that you order from
acaatalog, plug in, and forget about.

It's a major project.

Propetly. it should be specifically designed for your plant, for the
specific location it's going to occupy in your plant, and for the
particular environmental conditions it will meet there.

It houdd be installed with the same skill, and the same care and
attention with which it was designed.

And, because it is a major piece of machinery, it should be
Ivingly attended to by its designers and builders until it is working
10 periection — and for as long after that as it remains in operation,

While every machine or vital component is erected and
tesied in our plant, it has to be dismantded for
shipment. When it's set up in your plant. we
want to be sure it's set up just so.

We do this — not because we
doubt 3 customer’s ability 1o put one
d our machines into operation —

P ————

L]
Wakatout St Brookiyn, NLY. 11206 Z11-963-5000. TWX 710-584-2449. Cable DEMJ JOMAC NY. Western Rep. HOstnn (0 Box F LiberTyvile L 60048 312 362 1031

T DRI S A T

factory
on every

it's just that we want you 1o get evenything out of our machine
we designed and built inta it
So Len, Jiggy. Joe DeFrancsa. or someone just as skilled (in
engineenny, assembling. or production). stays with you all along
the line. He's pant of the package. He's there to protect your
interests and get the machine into profitable production for you
soon after it amves. He's a prolessional skepoic. He makes sure the
macaroni production line does exactly what we say it will And.
when he says it works right. it works right
This is precisely the way we work. In fact, since we started
serving the macaroni industry in 1911, i's the only way we'we ever
known how to work. '
If you'd bke to work with people who work that way, why not
contact us? Ask us to make travel
amangetmwents for Len or one of
our men just bke him

e

DEFRANCISCI MACHINE CORP.

e i R




—;

ADMS country grain elevato 2t first choice of the wheat:
o |~ guarantees supply and quality

B ‘{ ADM is one of the few milling companies still operating its own country clevators
D o

ADM has more than forty grain clevators spread across the wheat belt in Kansas.
Nebraska, Missouri. Oklahoma. Texas. and Colorado. And that's where the bulk of
ADM's selected wheats come from

This «

untry clevator network gives you several distinet benefits you can’t find elsewhere, -, ¢
1 ~ For example: ' .A‘&)
L \DM's milling centers naturally get first choice of the best wheat flowing into their i By
levators, thereby assusing ADM of a dependable supply of top-quality vanietics — !
and assuring vou of the finest flour blends possible I

There's also the fact that — since country elevators
are next-door neighbors with the individual (grain)

BT ™~ m
o :}m; H=

4]

it

“l w
%

wheat growers — ADM has access to detailed.
up-to-the-minute market information. And ADM shares that vital
information with its customers

ADM's country elevator network is backed up by twelve grain terminals,
cach one strategically located to help ADM serve its customers better by
controlling the year-round availability of all types of wheat

In these respects — and in many others — ADM Milling Company s
unique in the market.

But all you really have to remember 1s that ADM assumes total responsibulity for —
and maintains total control of — the quality and availability of its products
And that's a definite advantage to vou.

ADM Milling — supplying Breadwinners since 1902.

ADM MILLING C©@),

4550 W 109tk Sireet * Shawnee Mussion. Kansas 66211 @ Phone (913) 381-7400

ADM also supplies quality baker’s shortening. Corn sweetners, soy profein and vital wheat gluten for the baking industry

5556
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Growth from Renewal

(Continued from poge 32)

Acquired by Foremost-McKesson in
1977, Mueller has been a steady con-
tributor to eamings, At the same time
Mueller made sjgnificant e
tures during the year to ex mar-
keting of its branded products to the
Midwest and Southeast. In addition,
I:m operations were affected by

avy spending to upgrade a pasta
plant near Chicago.

Mueller’s full line of branded maca-
roni, rigatoni, spaghetti, and other

is sold in 22 castern states
which account for 60 permut: of the
U. S. consumption,
says, 'lp;:.mmplnyp‘(eell Muel[;l

pound.l in Italy), and Mueller offers

opportunities for both geographic ex-
pansion and product line utel::hslom.'

To uPlulim on these ties,
Mueller's marketing ca ties have

been strengthened. In support of the
] . ey ‘peodicts besiness,

its grocery ucts ,
its new uct deve t unit was
cunblne‘:lm:mn Muellalfrm:yw end.
This move was designed to focus the
group’s new uct and marketing
resources

senior management

I“ﬁ.“mrm"*of W
ucts € 3
area under study is pr pasta

meals,

Borden Plans

Borden Inc. plans to lop off oper-
ations that account for 20% of its sales
in a struggle to boost an unsatisfactory
retum on investment, according to a
\Vall Street Journal report.

While shedding units in the un
dictable commodity area, the big food
and chemical concern said, it aims to
fatten flagging eamings through ac-
quisitions new ventures.

The Plan will take several years,
and Wall Street analysts wonder
whether Borden, which long has axed
smaller units with low returns, will do
better at replacing the latest major
business scheduled for divestiture:
fertilizer, sugar and bulk cheese.

Even Eugene Sullivan, chairman,
concedes the program could produce
flat earnings next year. Eamings in
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1982 wil be average, he told analysts,
while “the big pay off” will start in
1983.

Borden's plan to pare itself down
follows similar moves by other big
companies, such & “~ark Inc, to
divest acquisitions x years.

Borden said ¢z iy cycles and
ll;:d high inventories !l!‘].:.llltd in the
food segment exasperated it. “Finan-
cing them was never so burdensome™
as today, Mr. Sullivan said.

“We think this is the time to invest
our capital —in a slow economy
when construction costs and quality
are bost.” Mr, Sullivan l:’uh%. tal
spending tinTugh 1985 average
mmlglm-;":u,henld.orllfo
million more annually than in the
prior five years.

Fueling the ing increase will
be $350 million expected from the dis-

of operations that account for
about 14% of eamnings, including the
ccmmodity businesses, several smaller
units and a Florida te busi-
ness recently sold to Amax Inc, Mr,
Sullivan said the restructuring pro-
gram can be done without significant
outside borrowing, “subject to oppor-
tunities in the money market.”

Will Invest in Pasta

Borden said eamings l!:;ru the hor:
orgunization will remain split about
50-50 between food and chemicals.
Chemical investments will go mainly
into specialty chemicals, such as res-
ins, packaging Alms and consumer
products. Food investments will be
mainly in snacks, such “main mes!”
foods as pasta and low-fat and sheif-
stable dairy products.

With the new businesses, Borden
hopes to nearly quadruple the 5.5%
average return of capital in the busi-
nesses being divested, and thus boost
its total retum on stockhoiders equity
to 18% fve years hence from 11.3%
at present.

“Most of the are in fields
we know or are already in,” Mr. Sulli-
van noted. For example, Borden an-
nounced plans to a $105 million
r)l_wlnyl chloride resins plant at its
acility in Geismar, hu.‘,e hm:mllm".‘uct ing
company capacity for
w%ﬁ:mgﬁiﬁmpmndl a year, It
also said $60 million will be spent to
modemize ammonia production at

Bordon's 1970 probit fell 1.3 fnn
the year before to $134 mil i, o
$4.31 a share, on sales of $4.31 illics

Pillsbury Gains

Agri-Products operations . | The

ry Co., contributed bot! record

sales and eamnings as the o mpay

posted its ninth consecutive .ear

peak sales and income in the fiscd
year ended May 31.

“In spite of the recessionan e
omy, the strength of our portfolio ws
agsin demonstrated by all three o
our business ps being ahead of 4
year ago, including outstanding per
formances by Restaurants and Agr
Products,” William H. Spoors, chai.
man, said.

Net income of Pillsbury in the yez
ended May 31 was $1047 millis
equal to $5.22 per share on the con
mon stock, up 25% from $83.5 millie
or $4.62 share, in fiscal 1979, Ne

Per share camings are based on i+
erage of 20.1 million shares outst-«
ing in fiscal 1080 and 18.1 sifion »
1979, Sales for the later viars inclod
only fourth quarter operations @
Green Giant Co., which was acquind
on a purchase basis effective Feb
98, 1979, In fiscal 1978, Pillsbury hal
net income of ‘7'.3 mllllocn. ur ul{
share, on total sales of $1,70'9 mi
lion.

Record Sales

Mr. Spoor noted that the A T-Fe
ducts business achieved recc 1 s
mdnmin‘h gidup{l:;wtheeml I‘;Gﬂ;

i to USSs. .
B rcbandiing, be faid, had s ex57
tionally strong year. Other A - Pre
ducts rations include f i »
rice mil”]:cng. bakery mixes o J fed
ingredient merchandising.

Consumer Foods, while it exp™
enced Increase\ sales and ea: .ings ®
fiscal 1980, was adversely afl cted ®

the fourth by a wuikens
economy high interest ruics, ot
Spoor said. Totino’s Crisp Crust P2

had significant volume gains v
strengthened its leading market
position, he said. Other domes®
volume gains in Consumer Foods ¥
noted, included refrigerated s

{Continued on poge 38)
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Weigh and package
faster in bags,
jars or cartons.

Attention macaroni, noodle and pasta manufacturers.

Wright Machinery’s comgilete line of automatic weigh-
ing and packaging systems offers you a choice without
sacrificing high speed filling accuracy.

R e
o o SR Wirte today lor techiwcal bulletns
Specity Englsh, German, French or Spansh
Vice Presadont Martin D. Cicchell,
Wight Machinery Dnasion,
Rexham Corporation
Box 3811, Durham North Carobna 27702, USA
Telephone (919) 682 8161
TWX 510 9270925

Wrig : Modular In-Line Net Weighers  Wright Rotary Net Weighers for pack-
forp. _kaging in jars, cans and cartons.  aging in rigid containers at extremely
high speeds.

Wright Mon-0-Bag® form/ ' 8
fill/seal machines with scales, i
auger or volumetric fillers for b
pouch, side-seal or square i
bottom bags.

WRIGHT MACHINERY DIVISION

TEMuER, 1980 37
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Pillsbury Gains

(Continued from poge 36)

biscuits, cake mixes, ready-to-spread
frosting, quick breads and brownies.

In the Restaurant basiness, cach of
the major components had record sales
and eamnings, Mr. Spoor said. He
noted that domestic company-oper-
ated Burger King restaurants, con-
trary to industry trends, achieved real
volume growth of 3% per unit. Steak
and Ale's record year was highlighted
by consumer acceptance of its Benni-
gan'’s Tavem restaurants, he added.
At year end, Pillshury’s Restaurant
business included 3,135 units.

International operations, Mr. Spoor
continued, also enjoyed record sales
and profitability in fiscal 1980, with
volume gains in the UK. and West
Cermany, and increased exports of
ormsumer products.

Capital Spending Up

Mr. § said that capital spend-
in| inﬁ[::lrllﬂllsphnmdltli’ﬂﬁ

million, compared with $255 million
in fiscal 1960, Approximately 80% of
the 1981 total will be in support of
restaurants,

Pillsbury, he stated, “enters the
1980's concemed about the nation’s
economy, but confident that our well-
balanced olio of foods businesses
has the fexibility to meet changing
cconomic conditions.”

Pillsbury in fiscal 1950 had camings
before taxes on income of $i5i.8 mil-
lion, up 20% from $160.3 million in
fiscal 1979. Taxes on income totaled
$57.1 million, up 13% from $76.8 mil-
lion.

In the fourth quarter ended May
31, the company net income of
$35.4 million, or 8128 per share, up
15% from $22 million, or $L11, in
fiscal 1979. Fourth quarter net was in-
creased by an additional investment
tax credit of $3.5 million, equal to
18¢ per share, and an insurance re-
covery gain of 82 million, or 10¢ per
share,

Fourth quarter share aggregated
$510.6 million, up 16% from $700.9
million in the final quarter of fiscal
1479,

General Mills Gains

General Mills, Inc., posted record
sales camings and camings per share
in the fiscal year ended May 25, 1980,
with all five operating groups contri-
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buting to the rformance, E.
llobﬂgi Klnnq?ct;knii:mn. said. Mr.
Kinney attributed the record results
to “continued broadly based strength
from General Mills' balanced diver-
sification and successful efforts to im-
prove productivity.”

Net income of General Mills in the
52 weeks ended May 23 totaled $170
million, equal to $3.57 per share on
the common stock, up 16% from $147
million, or 8202, in fiscal 1979, Sales
aggregated $4,1703 million, up 11%
from $3,745 million in the yrar ended
May 27, 1979,

General Mills in the 1578 Hscal
year had net income of $135.8 million,
or $272 per share, on sals of $3.243
million.

Mr. Kinney pointed out that the fis-
cal 1980 gains mark a 14th successive
year of in sales and the 18th
successive vear of improvement in
eamings befor: extrasordinary items.
The rate of increase in eamings per
share of 15.4%, he said, compares to
a compound annual rate of gain of
14.6% for the preceding five years.

Return on average shareholders’
equity, at 17.6%, also was a record,
he said.

Internal Growth

General Mills supported major in-
ternal efforts, during fiscal
1980 with record tures for ad-
vertising media, reseavch and develop-
ment and fixed assets, Mr. Kinney
pointed out. Gross expenditures for
plant and equipment totaled $166.5
million, up 28%, and research and
development investments aggregated
$44.4 million, up 19% from fscal
1979.

Earnings before taxes on income in
fiscal 1980 totaled $316.6 million, coni-
pared with $2639 million in fiscal
1979. Taxes on income reached $146.6
million, up from $116.9 million a year
ago. Interest expense in fiscal 1980
was $48.6 million, against $38.8 mil-
lion in Rscal 1979. Total assets at year-
end totaled $2,012.4 million, up from
$1,835.2 million. Stockholders equity
at the end of fiscal 1950 was $1,020.7
million, com with $916.2 million
at the end of the previous year.

N.M.M.A. Washington Meeting
Mayflower Heotel, Weshingten, D.C.
September 18

Hershey Reports Progres.

Hershey Foods Corporation  pon.
ed consolidated net sales of 32,
458,000 for the second quarter nded
June 29, 19680, compared with 3249,
939,000 for the same quarter i 19y
Incnme for the period was $11.7 13,00
($.83 per common share) coipard
with KO.!ITSM ($.74 per coinmo
share) in 1979,

Sales in the first six months of 19%
were $615,717,000, compared with
$527,787,000 in the first half of 190%
Net income in the first six months wa
$24,996,000 ($1.77 per common share|
versus $22,827,000 ($1.61 commoe
share) for the same last year.

Results of Friendly Ice Cream Car-

tion, acquired in early 1979, have

included in the consolidated e

sults of Hershey since the beginnixg

of February, 1979. Thus, comparati

Bigures for the six months of 1979 i

dude only five months of Friendh’
tions,

“Our businesses continued to pr
gress well in the second quarter.” il
William E. Dearden, Vice Chaimmae
and Chief Executive Officer. "Wl
we remain optimistic about our pe
formance through the end of 1950, the
uncertainties assoclated with the
rent economic recession, the contir
ued high price of sugar, and the i
pact of the drought on Hour prie
give us cause for concern since thee
can more than offset the softcuing &
cocoa bean prices,” Dearden «aid,

San Giorgio Controller

Richard E. Bentz has beer named
controller of San Giorgio- kinse
Inc., the pasta division of lensbey
Foods Corporation. The app: ntmed
was announced by Joseph P. ivis#
president and chief executiv officrt
of San Giorgio-Skinner, Inc.

Bentz, who has been cont ller d
San G ner's Leban 1 plsd
since 1976, will now have res
ity for overall coordinaton od
rlnnenmion of accounting wd #
ormation systems for the [liviss
Bentz will also continue as ©
of the Lebanon plant. <

Before joining the pasta i
Bentz was a senior fnancial amh®
for the te financial analysis &

t of Hershey Foods Cop®
ation. He holds a BS in bet
ness administration and an MBA?

(Continued on page 40)
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Vibrating Conveyors: Ideal for conveying materials gently
without breakage. One piece stainless steel trays which are
self  leaning meet the most stringent sanitation requirements
All units wtilize corrusion free “Scotch Ply™ reactor springs
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positi i e eccentric drives. Capacities of up to 25300 cu. ft. hr
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The Versatile Bucket Elevators with Space Age Design-Sani-
Plas Buckets [Polypropylene) FDA approved, Sanitary Delrin
rollers on chain—reduce friction and wear. Pre-lubricated
\ chain bushings where lubrication is not possible. Section-
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The Mondu-Tran IX Vibwat.
ing Comvevor feeds product
sidewavs as well as in the
notmal torward ditection
This unique development by
Asewv o Corporation makes it
pussibile to split a stream of
product, to any rates of flow
desieed, with sanitary estheti.

cally designed vibrators
U nits s an be installed in series
ﬂ‘ to distribute product o mul.
U tiple packaging machines or
1o several use points simulta-
nevusly on demand.
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San Giorgio Controller

(Continued from poge 3Bi

management science from The Penn-
sylvania State University. He has also
served as an accounting instructor on
the adjunct faculty of Franklin and
Marshall College in Lancaster, Pean-
sylvania.

San Giorgio-Skinner, Inc. has pasta
production plants in Lebanon, Penn-
sylvania; Omaha, Nebraska; and
Louisville, Kentucky; and markets
four pasta brands: San Giorgio, Skin-
ner, Delmonico and P & R.

Buitoni Promotions

Rick Grant, General Manager, Food
Service Division of Buitoni Foods
Corporation has announced the pro-
motion of John Kondratick to the po-
sition of Southwestern District Sales
Manager. Kondratick joined Buitoni
Foods, 50. Hackensack, N.J., in Jan-
uary 1878 as Arca Sales Supervisor
for the New York/New Jersey area,
His new assignment will cover Texas,
Oklahoma and New Mexico.

Robert E. McQueen has been pro-
moted to New England District Sales
Manager. He had been Area Sales
Supervisor for the Upstate New York
area since 1978,

Wagner Myers has been promoted
to the position of Eastern Regional
Sales Manager responsible for Up-
state New York, New England, as
well as the Mid-Alantic and Southern

Regions.

Marshall Foods Appointment

Marshall Foods, Inc., has announc-
ed the appointment of Dennis W. Ny-
rop as Egg Products Division sales
and marketing director for the US.
Central Region, which encompasses
14 central and southeastern states.

Nyrop, 39, has spend the past 10
years in sales and marketing of ;pw-
falty foods and beverages for Food
Pioducers Intemational, a division of
Beatrice Foods.

A resident of Plymouth, Minn., Ny-
ron will work out of Marshall Foods'
sales office in Minneapolis.

G.M.A. Officials

James L. Ferguson, Chairman,
General Foods ion was clec
ted Chainnan of the Board of the
Grocery Manufacturers of  America,

leading national trade association of
food and non-food products retailed
through grocery channels,

Mr. Ferguson has been Chicf Exe-
cutive Officer of General Foods sinee
1973. He was clected president and
chief operating officer, and a director
of the company in 1972, after holding
the positions of Executive Vice Presi-
dent and Group Vice President. Mr,
Ferguson who joined General Foods
in 1963, is a graduate of Hamilton
College and Harvard Business School.

In addition to Mr. Ferguson, the
GMA membership elected Robert M.
Schacberle, Chairman, Nabisco, Inc.
as Vice Chairman; John H. Bryan,
Chairman, Consolidated Foods Cor-
poration as Treasurer; and R. Hal
Dean, Chairman, Ralston Purina
Company as Secretary of the associa-
tion.

At the clection which was held at
the GMA Executive Conference, the
association also announced six new
members to its Board of Directors.
They are:

—G. Michael Hostage, President,
ITT Continental Baking Company

—C. B. Lane, President, Camphell
Taggart, Inc.

—Edwin 1. Shutt, Jr., Pisident,
The Clorox Company

—Joln G. Smale, Pres.! o, The
Proctor & Gamble Company

~Hubert M. Tibbetts, President,
Thomas J. Lipton, Inc.

Organization Changes

Il Soup Company's board
of directors has elected R. Gordon
McGovern as the company’s execu-
tive vice president and chief operating
olficer,

In his new assignment, Mr. McGov-
em will act as the president’s ty
and, in the absence of the president,
as chief executive officer.

In other action by Campbell's boand,
John M. Lindley was clected senior
vice president. He will retain his re-
sponsibility as president of Camp-
bel's Soups International, a to
which he was elected in 1975, and
will report to the president of the
parent company.

Reporting to Mr. McGovern will be
Herbert M. Baum, vice ident-
marketing; Robert G. der, Jr.,
vice president; Richard ). Censits,
vice president-finance and controller;

William E. Harwick, vice pro ides
administrative services; and D A E
Denton, vice president-resear b ad
technology.

From Pepperidge Fan:

Mr. McGovern has been a orpo
ate vice president at Camphe | sinee
1976 and has served as President o
Campbell's Pepperidge Farm. Incor
porated, subsidiary since 18, He
joined Pepperidge Fann in 1458,

Heisa Igrndunte of Brown Univs
sity and obtained an MBA dugree «
Harvard University.

Mr. Lindley joined Campbell’s G
nadian subsidiary, Campbell Sog
Company Ltd., in 1955, later senw
as the Canadian firm’s vice presid
and general manager, and in 1968 wa
clected its president.

He is a native of Ontario, Canadi
and holds a degree in agriculten
science from the Ontario Agricultun
Callege, University of Guelph.

Effective Aug. 1

The new ussignments for Mr. M
Govern and Mr. Lindley are ¢fectn
August 1. Both of them have b
members of Camphell's board of ¢
rectors since November, 1809,

Taking Mr. McGovern's place #
wesident of Pepperidge Farm willt

. William Petty.

Mr. Petty joined the Camphell
ganization in 1978 as presideat of ®
Champion Valley Farms, Inc subs
jary. Last October he was ajpoint?
vice president — bakery at Pe; per
Farm.

Mr. Petty came to ( unpy
from the Timex Corporatic Wb
he served as vice president -
in||: and sales, worldwide. le |
held fous management osite
with Associates Marketing er
a Gulf & Western Industi s I
subsidiary, and with Proctar X G
ble's Food Division, He y adut
frem Dartmouth University with
AB degree in business ac ninb®
tion,

Spaghetti Bash

On Saturday, July 12, from ™
util 8 p.m. Gioia Macaroni Comp¥]
of Buffalo served a spaghetii &%
to some ten thousand people. Pro
were for the benefit of the Bo¥
Philhannonic Orchestra. Guests ®
entertained with a pop comert,
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dl matters involving the examination, production
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4—Micre-analysis for extransous metter.

S—Senitary Plont Surveys.

—Pesticides Analysis.

T—Becteriological Tests for Selmonelle, etc.

8—Nutritional Analysis.
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SALVATORE DI CECCO

Exclusive Seles Representative for:

RICCIARELLI FIRM:

Automatic Packaging Machinery in
cartons or cellophane bags for

Long and short geods macoroni

Cereals, rice, drizd vegetables,
coffee, cocoa, nuts, dried fruits,
spices, elc.

BASSANO FIRM:

Complete pasta lines equipment

Rolinox paotented processing equipment
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Richmond Hill, Ontario LAC 4X7
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FOODSERVICE MANUAL
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(1) Pasta as a Sales Tool
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(3) Pasta Categories and Shapes

(4) Packaging, Storage, Cooking
Directions

(5) Food service Equipment and Pasto
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(7) Cost/Yields of Pasta Products and
Trade-up Tips.
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Senator George McGovemn, Chair.
man of the Subcommittee on Nutri-
tion, has recently circulated a clean
draft of his Food and Drug Adminis-
tration ("FDA") fod labeling hill
(S. 1652) which was introduced last
August This draft reflects the changes
made in the legislation fol-
lowing hearings at which food indus-
try representatives testified.

A clean draft of the USDA compan-
jon hill (S. 1651) has not been circula-
ted at this time because the FDA
bill contains provisions, such as na-
tional uniformity, that are of particu-
lar interest to the food industry but
which will not be a part of any USDA
bill.

The following is a summary and
analysis of the major provisions con-
tained in the clean draft.

Section 2, Declarations and Findings

This section now focuses on the in-
gredient and  nutrition  information
system as opposed to nutrition label-
ing alone. This change, proposed by
imrimtry. indicates recognition of the
fact that the total information deliv-
ery system, including labeling, is cs-
sential to achieving the purposes of
this bill.

The new draft also recognizes the
role that all foods and nutrients play,
not simply macronutrients and other
dietary components, in impacting on
human health, Also a to these
findings is a recognition of the need
to convey this information in a “read-
ily understandable™ fashion.

Section 3, Ingredient Labeling

Under this new section, food fabri-
cated from two or more ingredients
(other than spices and flavoring) must
list on the label ecach such ingredient
by its common or usual name in des-
cending order of predominance by
weight, Spices and Havorings may be
declared generically unless the Secre-
tary of Health and Human Services
("Secretary”), by regulation, requires
specific individual declarations after
a finding that such disclosure {5 neces-
sary to protect the public health. This
exemption from mandatory disclosure

t\,!’i g
e

of all spices and flavoring represents
a change from S. 1652 since it now in-
cludes spices.! However, as in S. 1652,
specific colors are not exempt from
disclosure by this hill. !

In ients ent in food at levels
less fl?:rf 2% mlw declared at the
end of the ingredient statement with.
out regard to predominance by
weight. This represents a change from
S. 1652 which established the thres-
hold level at 5%. Obviously, such a
change is not favorable to industry
since it would require order of pre-
dominance listing of an increased
number of ingredients.

Secretary’'s Functions

This bill provides that the Secretary
may, by regulation, define the condi-
tions under which ingredients may be
listed in the altemative, e.g., “may
contain”, Additionally, it authorizes
the Secretary, by regulation, to permit
added uutrients to be designated in
generic terms by which the nutrients
are most commonly known to consu-
mers.

The new bill directs the Secretary
to permit continued use of a label
after a reformulation, caused by an
unexpected change in any non-char-
acterizing ingredient, unless disclo-
sure is necessary to prevent deception
or protect the public health.

' Unlike S.1652, this drafi does not spe-
citically require that flavors must be desig-
nated as anificial otollutu’;dis\\fhlh:r this
indicates acceplance ! uropean con-

of i‘n;lu{r-ikuticl.l;“ mhum:“ ':
t is simply = ovel
;auu be .:..mJ' :ilh Ctri:t?i’m.

ARV AT

FOOD LABELING AND INFORMATION AMENDMENTS OF 1980
TO THE FEDERAL FOOD, DRUG AND COSMETIC ACT
by Gary J. Kushner, NMMA General Counsel

With res to characteric ng i
gredients, the bill contains a nw pro
vision which grants the Secret.ry ds
cretion to require disclosure eithe
(1) as a part of the common ur uswd
name of the food, or (2) in the inge
dient statement, or (3) as part of m
trition labeling but not in more the
one place, Current commaou or uswl
name regulations promulgated b
FDA requires that such informatie
be disclosed on the principal disply
panel and 1 anticipate that this polio
would continue to be emploved b
FDA under this bill.

Section 4, Nutrition Labeling

The bill codifies present requir:
ments llu: nutrition hbckl.ﬁn:é if::‘;;-
datory only if the packa B
furt?l?ed n’:’ if a nu!rllhfn claim &
made. However, with respect to otbe
packaged foods, the Secretary is g
discretionary autherity to require, b
regulation, that nutrition informatie
be disclosed where “important ad
useful to the health of consumen®
Any nutrition iaformation to be
quired under this grant of aithom
must take into account the st asd
benefits of providing such infor natio
the ability of consumers to un:' rstasd
and use such information; th: differ
ent characteristics of particul - food
and the different character tics @
particulas subgroups in the opus
tion.

Existing. nutrition labeling reguls
tions shall remain in effect il t
effuctive Jlate of the standard ed
ere. i a4 the nutrient compo tion b
that parioular food is deve ped @
until suh  regulation s vobed
Thereafter, any new nutrition abel
regulation must take into acc unt &
above factors before prom. lgati®
No such regulation shall b jssocd
until ninety days after the S-orets?

3
3
§
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Section 8 of this bill,

The ill further directs the Secre-
ury,a' o1 consultation with the Secre-
uy o Agriculture, to allow “to the
mtim m extent feasible and ap-
popric «” the use of a standardized
referer, © on nutrient composition of
food tiat designates ntative
satrition information at the most ap-
iste point of measurement for
specific ingredients in food products.?

The standardized reference will he
wed to determine compliance with
wtrition labeling requirements after
sppropriate initial validation. Where
the Secretary determines that the
amount of a nutrient in a food is sig-
wficantly different than the labeled
amount, on a continuing basis, he shall
determine the cause. If the informa-
ton in the standard reference is
found to be inaccurate the Secretary
shall correct it. If one or more of the
munlacturers are found not to use
ood manufacturing practices they
phall either revise their practice or
se the labeled nutrieat amount to
bring it into conformity with the

Additional Provisions

The bill further provides that, for
uposes of assisting the Secretary of
giculture in maintaining the stan-
urdized  reference, the Secretary,
i, by regulation, require the sub-
mision of relevant data and informa-
bon fro:1 manufacturers, packers and
fstribu ors, While this information
fallbe ‘cemed a trade secret, it does
prese: - a marked departure from
1632 .d the Federal Food, Drug
od Co- etic Act in terms of records
c orded the Agency.*

The | des that in lieu of re-
Mg 0 the standardized reference
food - \nufacturer, packer, or dis-
foutor ay develop its own infor-
on ith regard to a particular

N | guage indicates an unwillingess,
".pl.l: R'J"I:Ad.' “':dunry'n argument

appropriale place
Much 1) base these dete minations.

* Faibare o it the 2
) submit required informa-
'9"“"! 10 nutrient composition of any
* Mgredient or food product would be-
2 Prohiblted act thus subjecting such
Clurer, or distributor 10 the

food or product amd base its labeling
upon that information.?

The Secretary is alss permitted, af-
ter consultation with the Administra-
tor of the Small Business Administra-
tion, to exempt from nutrition label-
ing requirements or initial validation
requirements  certain: manufacturers,
packers or distribtuors which he de-
tesmines based on the annua! sales of
all their products divided by the num-
ber of those products should he so
exempt.*

For non-packaged foods, ie., res-
taurant-served and fresh, the Secre-
tary is directed to encourage volun-
tary programs unless a nutrition claim
is made for such product, in which
case nutrition labeling would he man-
datory.

Section 5, Open Date Laheling

This section would deem a perish-
able or semi-perishable packaged fod
mishratded if it failed to show either
a sell date, best quality date, or expir-
ation date. These dates are to e de-
termined by the manufacturer, pack-
er or distributor pursuant to regula-
tions issued by the Secretary.

Perishable or semi-perishable food
would be that food which has a high
probability of spuilage (decay or other
deterioration) or significant loss of nu-
tritional value within 60 days of pac-
kaging when stored under recom-
mended or vsual storage conditions.
This definition would exempt maca-
roni manufacturers from having to
comply with open date labeling un-
der this bill.

This bill also provides flexibility,
by way of regulations, to permit use
of terms synonymous with “sell date”
as well as color coding or other mark-
ings to identify a category of fods if
it effectively conveys a “sell date.™

3 Upon petition such information could be
integrated with the standardized reference.
This provision specifically focuses on fur-
ther processed foods with unique nutrition
profiles.

S Obviously this language
jective standard with regard 1o the threshold
levels for granting such exemptions.

provides no ob-

TA food labeled with a “sell daie™ may
be sold after such date if it does not other-
wise violate the provisioms of the Act.

w3t s L T

Section 6, Effective Dates of Fowd
Labeling Changes

The Secretary is directed to allow,
by regulation, a reasonable time for
continued use of existing labels after
final orders  requiring food  label
changes have been published. He is
directed to designate a uniform of-
fective date for all food label changes
which shall be no less than three
years apart for all regulations promul-
gated during the intervening period,
unless an earlier time is necessary to
prevent a substantial deception or sub-
stantial risk of illness or injury*

Section 8, Studies, Demonstrations
and Evalautions

The Secretary is permitted to ap-
prove proposals to undertake studies
and demonstrations or initiate such
studies or demonstrations on his own,
to ascertain the most effective methaod
of organizing and disseminating the
ingredient and nutrition information
that is or may be revuired to be plac-
ed on food Labeling? The bill parti-
cularizes the methods of conveying
such information as wei' as the food
constituents of concern.'®

The Secretary is directed to pre-
pare a written evaluation of any dem-
onstration he conducts or which is
conducted after his approval within
150 days of receipt of information
from such demonstration. Within two
vears after the date of enactment of
this Act and after evaluation of the
demonstrations approved by the See-
retary he shall submit a report to the
Congress detailing proposed actions
to be taken to implement the reguire
ments established under this Act, The
Sceretary is precluded from initiating
any administrative action until 90
days after this report is submitted 1o
Congress.

*In essencs this codifies current agency
practice at FDA although new  umiform
cffcctive dates are published on a yearly
basis,

* Specifically emphasized in this draft are
point of purchase (P.O.P.) malerials and
reflerence . Neither approach appeared
in S.1652.

' Proteins, fats, carbohydrates the com.
ponents of fats and carbohydrates sodium:
cholesterol; dictary fibers and vitamins and
minerals.

{Continued on page 44)




Food Lobeling Amendments

(Continued from poge 43)

Section 9, of the

In and Nutrition
Information System

Unlike S. 1652, the new draft directs
the Secretary to solicit the view of
food producers, manufacturers, pack-
ers, or distributors and other groups
conceming nutrition and ingredient
labeling.

Section 10, Consumer Education
Program on the Use of Labels
and Labeling

The Secretary is directed to devel-
op, test and implement a program of
consumer education to help l:::::
the purposes of this bill. It e
upon a similar requirement contained
in S. 1652 by particularizing those
food labeling matters about which
consumers must be educated.!

Section 11, National Uniformity in
Human Food Labeling

This hill contains a declaration of
Congressional intent to require na-
tional uniformity in food labeling,

aging and ingredients.'* It pro-

ibits a state or any political s.
vision from establishing or continuing
in effect any requirement relating to
labeling, packaging or ingredients
which is in addition to or different
from the provisions of the FD&C Act.
It also authorizes concurrent jurisdic-
tion on the part of any state or politi-
cal subdivision for the purpose of en-
forcing requirements identical to fed-
eral requirements.

1t A goal of this program. amon others,
is 1o educale comumers that ingred are
listed in descending order of predominance
by 1 The requirement contained in
§.1652 for placing such a statement on the
Iabel has been, as a result of industry lesti-
mony. deleted from this draft.

12 This section represents one of the most

8 tic and imp t departures from
5.1652. Among other thil it mandaies
national uniformity not only with respect
alo ingredi-

1o labeling but and

ents. Unlli:‘ $.1652, i no longer permits a
state or political subdivision 10 establish or
continue in eflect a label or labeling re-
quirement concerning a sell or we date.
Morcover, the bill now mmru that before
a state or political subdivision could be
granted an exemption (rom federal labeling.
packaging or ingredient uireynents, o
must demonsirate that exswption
would not unduly burden interstale com-
merce.

44

The hill does provide, however,
that upon application and after notice
and oral presentation of views the
Secretary may, by regulation, exempt
the state or political subdivision from
this section if it can be shown that
such a change is (1) required by com-
pelling conditions; (2) does not
unduly burden interstate commerce;
and (3) does not cause the food to be
in violation of the FD&C Act or regu-
lations or inl tions issued there-
under. It also permits the states or
political subdivsions to propose that
FDA adopt, by lation, existing or
proposed state or requirements.

Pariners for Co-op Promotions

N‘dﬁn Clearing House, the hn:;
tion's ng cou processor,
announced slhl.- p‘:lnw!lqmt of
31A‘;(.;l(ll&lﬂﬁﬂ'“. a listing pl:oréicv

esi to help consumer uct
manufacturers find other manufactur-
ers with similar promotions] objec-
tives.

Matchmaker is a bimonthly publi-
cation which contains offers by pro-
minent companies who seek potential
partners in such promotional activities
as cross-couponing or a print media
tie-in. It also gives subscribers the
opportunity to enter listings to find
compatible partners to share the costs
of their programs.

The annual subscription includes
six himonthly issues plus 1;]:& free
listing in upcoming issues. systein
Impn%ws c"Iih.'k'm-;E through cost shar-
ing and the results can help maintain
continuity and frequency in brand
support programs w‘nﬂr keeping costs
under control,

Information concerning publica-
tion dates, subscription rates and other
details are available by contacting:
Marketing . Nielsen Clearing
House, 1900 North 3rd Street, Clin-
ton, lowa 52732, 319-242-4505

Hamburger Is King

Hamburger is still king according
to Institutions Magazine “1850 Menu
Census: Profile of a Dining Nation.”
Cheeseburgers, hot dogs, and BLT's
continued strong in popularity. Key
menu trends from the survey of 4,000
foodservice operators: Freshness was
the key menu-merchandising concept
— increased concern with costs — pre-
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ferred portion size options - g7
i:lml:'k;r:ed drunags:lly l«-‘rfd’
I jcularly Chinese,
Italian ]:3 Mexh‘:fln. Meat lishes ¥
order of ranking included: lamb
ers (1), cheesel
(18), ham sand (19), spag™
(28). French fried potatoes ™
first as the best selling menu ite®
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ROSSOTTI

LEADING CONSULTANTS TO THE MACARONI INDUSTRY
SINCE 1898

REPRESENTING

St. Regis Paper Company
COMPLETE SERVICES IN

PACKAGING MACHINERY SYSTEMS AND MATERIALS

FOLDING CARTONS — CORRUGATED SHIPPING CONTAINERS

COMPLETE GRAPHIC ART SERVICES

INCLUDING DESIGNING AND FULL ART \WORK PICTORIALS

Sales Offices and Plants Strategically Located

Jack E. Rossotti, Vice Fresident
George Lerey, Vice President and Marketing Director

ROSSOTTI CONSULTANTS ASSOCIATES, INC.
158 Linwood Plezs
Fort Lee, New Jersey 07024
Telephone (201) 944-7972
Established in 1898
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