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Melton Prior Institut fiir Reportagezeichnung

Die Bildstrecke ist eine Zusammenstellung von Illustrationen, die in den spiten
1950er und frithen 196oer Jahren in dem US-amerikanischen Wirtschafts-
magazin Forrune veroffentlicht wurden. Es handelt sich um eine Auswahl aus
einer Zeit, in der gezeichnete und gemalte Illustrationen neben den durch neue
Drucktechniken immer verfeinerter werdenden Fotoreportagen noch einen
besonderen isthetischen Stellenwert fiir sich beanspruchten konnten. Neben
der banalen Tatsache, dass ein gezeichnetes Bild durch die Charakteristik einer
kiinstlerischen «Handschrift» ein viel stirkeres emotionales Identifikations-
angebot, oft sogar eine Art Komplizenschaft zu etablieren vermag, verweisen
diese Bilder zuriick auf die damals schon hundert Jahre alte Berufstradition des
Reportagezeichners. Diese Zeichner, die zu ihrer Bliitezeit in der industriel-
len Revolution von ihren Arbeitgebern, den grofien illustrierten Zeitschriften,
als sogenannte special artists beschiftigt wurden, stellen ein Ubergangsphino-
men der Moderne dar. Sie stehen fiir ein besonders geschultes Beobachtungs-
wissen und eine isthetische Sensibilitit und beanspruchten fiir sich oftmals
durchaus Kunststatus. Bilder wie die hier gezeigten verdeutlichen die Nihe der
Bildsprachen zu Entertainment, Werbung und Wissenschaft, die zu dieser Zeit
einen ersten Hohepunkt erreichten.

Das Diisseldorfer Melton Prior Institut, gegriindet 2006 als private For-
schungsinitiative des Kiinstlers Alexander Roob und des Kunsthistorikers
Clemens Kriimmel, will Grundlagen fiir eine international ausgerichtete Er-
kundung der Geschichte solcher «Reportagezeichnungen» liefern. Zurzeit
besteht das Institut, das nach einem britischen Reportagekiinstler des spiten
19. und frithen 20. Jahrhunderts benannt ist, aus einer wachsenden Samm-
lung von Originalzeichnungen, Drucken und Portfolios sowie aus einer
Spezialbibliothek mit einem Schwerpunkt auf der Frithphase der westlichen
Ilustriertenpresse. Das Institut organisiert Tagungen und Ausstellungen und
publiziert in unregelmiffigen Abstinden Forschungsergebnisse, vor allem auf
der Webseite www.meltonpriorinstitut.org.
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Still Merging

It certainly looked like a fine merger. One of the partners
was a leading producer of electronic weaponry, hydraulic
equipment, and farm machinery. The other was the second-
largest manufacturer of office equipment on a broad line
and was also No. 1 maker of computers for business use.
The prospects were good for a nice balanecing of military
with civilian business, a healthful diversification for both
companies, and—perhaps most important—a golden oppor-
tunity to combine the electronic know-how of both com-
panies to do big things in the brand-new field of electronic
data processing for business.

But it hasn’t worked out that way, at least not yet. The
merger of Sperry Corp. and Remington Rand five years ago
was a merger that is still merging. True, sales of Sperry
Rand have risen impressively: from about $700 million in
1955 to nearly $1 billion at the end of the company’s last
fiscal year on March 31, 1959. But after-tax profits as a

Final testing of this Univac is a two-month job on two shifts.
This new and successful solid-state (transistorized) computer is being
produced by the Remington Rand division of Sperry Rand at the rate
of five a week. Univac’s high-speed printer, seen at far left, spews
out 600 130-character lines a minute.

FORTUNE March 1960 125




L S

- [T

percentage of net worth have dropped from 20.3 per cent to
8 per cent. This year sales will rise again, to nearly 31.2
billion. And, happily, earnings will go up too—to a little
over $1.40 a share as against 96 cents last year. This is ad-
mittedly a tidy gain, but it must be noted that it looks as
good as it does because it is based on a low point in the com-
pany’s history and also that it was made while U.S. business
generally enjoyed an exhilarating upsurge.

At the company’s annual stockholders’ meeting last July,
General Douglas MacArthur, chairman of the board, did
his skillful best to parry the complaints of stockholders
about the dreary earnings report. There were many ques-
tions from the floor, but nobody was curious enough to ask
about one section of the report, signed by the chairman and
by Harry F. Vickers, president and chief executive of the
company. This announced the appointment of Dause L.
Bibby as a director of Sperry Rand and executive vice presi-
dent of Remington Rand. The report noted also that other
appointments to the staff had been made to strengthen the
Remington Rand side of the company.

If a stockholder had taken the trouble to ask about the
background of the new appointees, he might have discovered
that Bibby and the others had one thing in common: they
all had held important jobs at International Business
Machines, where they had learned a good deal about mak-
ing and selling data-processing eguipment for industry. A
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curions stockholder, in other words, might have confirmed
a hunch that the trouble lay with Remington I'\';md: and
more specifically with Remington Rand’s computer business,
which is indeed the fact.

This is not to say that the trouble is necessarily permi-
nent. The golden potential that Vickers thought he saw
Univace is still there. If Bibby and the other L.B.M. a.lumfll
can take Univac from a poor to a good second position 1n
the industry, Sperry Rand can yet surprise its shareholders,
including even its biggest individual one, Harry F. Vickers,
who owns 154,216 shares. An account of Sperry Rand, there
fore, must dwell largely on the problem Bibby faces as !10
tries to put the computer operations of this big industrial
back on the track.

The underpopulated headquarters

We are dealing here with a sprawling giant. Sperry Rm_‘lﬂ
makes a bewildering array of products in a number of qm—
parate fields. It has 107,000 employees, major production
facilities in Great Neck, Elmira, Ilion (all in New York
State), plus forty-seven others in twenty-one states and
forty overseas in seventeen countries. One might begin ar
exploration of this complex by taking the elevator to e
forty-fifth floor of the R.C.A. Building in New York's Rﬂcke:
feller Center, which houses the corporate offices of SDeIT:I
Rand, and asking Miss Ruth McGrath, the pleasant a0




comely receptionist, if it is all right to wander around a bit.

These are modest, comfortable, unpretentious offices.
There are not many of them. They are not extensive. Only
about sixty people, including office bovs and secretaries, con-
stitute the personnel at Spcrr__\' Rand's headquarters. Most
;‘f them work for the {‘t11‘|’r(ll‘il1.llz.l!’!- trez;‘lsure]'. the controller,
and the corporate secretary. Vickers is quartered here, of
course, and so is Kenneth R. Herman, executive vice presi-
dent of Sperry Rand nnd_prcsidcnt of Remington Rand.
Executive Vice President Carl G. Holschuh, formerly head
of Sperry Gyroscope, now rh:argpld with watch_inp: every-
thing in Sperry Rand except Remington Rand, is the only
other officer at headquarters. About all one can learn here
is that the corporation could hardly be more decentralized.
There are no vice presidents in charge of engineering, manu-
facturing, research, industrial relations, advertising, or pub-
lic velations. Vickers believes that his five major divisions
are so different, and their problems so involved, that there
is little usefulness in having their functions represented at
the corporate level. To Vickers these functions are the re-

sponsibility of his operating division heads, and he doesn't
want headquarters people messing about. Furthermore, he
insists that each operating divisional head decentralize as
far down as practical in hiz own operations. So thorough-
going a dedication to the principle of decentralization would
be hard to find in any other company as big and complicated
as Sperry Rand. It is nonetheless a fact that Vickers' method
of operating has produced splendid profits—on the Sperry
side of the business, where Vickers has been able to rely on
a group of able managers.

A look at the anatomy of the Sperry side explains much,
i.e, how it makes its money, and why it appeared logical
for it to merge with Remington Rand. Here is a rundown
on Sperry:

» The biggest unit on the Sperry side (estimated fiscal 1960
sales, $470 million) is Sperry Gyroscope of Great Neck,
Long Island. Together with Ford Instrument of Long Island
City (an estimated $80 million in 1960), it is deep in mili-
tary business. Sperry Gyro is headed by Dr. Carl A. Frische,
a physicist and inventor with many important patents. The
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Rand, Vickers, and Herman know the whole story of Rand’s
retirement, and they aren't talking.

The first major step in dismantling the one-man show
that had played too long at Remington Rand was accom-
plished with little or no disloeation; the many subsequent
changes since have been equally gentle.

Any major reorganization in a big company is difficult
under the best circumstances. In Rand the job was further
complicated because Herman could find no one inside the
company he could put in charge. He told Vickers that,
except for a few fiscal and policy controls, there was nothing
that could be done with Rand until he found a manager,
not merely for Univac and the punch-card machines, but
for the whole operation.

The obvious place to look for such a man, a place that
has been combed over regularly by other large firms enter-
ing the electronic data-processing field, was, of course,
I.B.M., which does over 80 per cent of the data-processing
buginess. Herman called in Ward Howell Associates, a man-
agement-placement firm, and it came up with the name of
Dause L. Bibby. Bibby had been an employee of 1.B.M. since
he graduated from the University of Texas with a degree
in business administration in 1934. He had worked himself
up through sales, and had been vice president in charge of all
manufacturing from 1949 to 1954. Subsequently he had held
other important assignments before becoming executive vice
president of Daystrom, Inc., Murray Hill, New Jersey, pro-
ducer of electrical and electronic instruments. The head of

t

Power-steering mechanism for tractors and earth-moving
equipment is tested at Vickers’ new rese: stablishment out-
side Detroit. The company designed it t hydraulic devices for
cars in the 1920's, s then decided that it
was a good business to get out of bec of low profit margins.

fi
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Daystrom, Thomas Roy Jones, was an old friend of Bibby's
Jones was planning to retire in a few years, and the j;iea
was that Bibby would then take over. Bibby was content
with his situation and prospects at Daystrom when Warg
Howell approached him on behalf of Sperry Rand, Jones
thought Bibby ought to investigate the possibilities: Spm.;.
Rand was huge, and Daystrom, although growing fast, ys
small potatoes by comparison.

After a series of talks with Herman and Vickers, Bibhy
cautiously agreed to study the situation. His first move was
to appraise Rand’s potential in computers. “It’s obvious that
I like the business-machine industry,” Bibby explaing, “byt
when vou move into a new company fresh, as I contemplated
doing, you have to have a realistic appraisal of that com.
pany’s position, for the data-processing phase of the busi.
ness had been completely dominated by the eompany I had
left.”” By realistic appraisal Bibby means that he wanted to
know how deeply committed Sperry Rand's officers and di-
rectors were to E.D.P. Would they keep putting up money
to develop Univac, regardless of the dismal short-term profit
possibilities? What results did they expect? And when did
they expect them?

It was not hard for Vickers to convince Bibby that Sperry
Rand was committed all the way to electronic data proc-
essing, simply because it offered the best chance for the
corporation to grow importantly in the industrial area, and
thus reduce the hazards inherent in military contracting.
And although Sperry Rand’s resources were not vast, Vick-
ers convinced Bibby that the company could handle the early
stages of a Rand buildup without outside help. Vickers also
said that, no, he didn’t expect quick miracles in profits.

ibby took a look at the facilities and products he would
have to work with. He was pleasantly surprised. There was
plenty of plant, and although little of it was in modern,
single-story buildings, it was well dispersed and located in
good labor markets. Personnel in both manufacturing and
sales was of much higher quality than he had anticipated.
In international sales Rand was solidly established, and itz
overseas reputation was good—in some countries, indeed,
the word Remington was synonymous with typewriter.
Bibby discovered that both at home and abroad Rand’s office
equipment was producing splendid profits—enough fo pay
for Univac's losses and still keep the division out of the red

Bibby was also impressed with the research and develop-
ment that was being carried on in a dreary old Philadelphia
building. He saw Univac's new solid-state machine, which
was already being marketed abroad, and Randex, a high-
speed, random-access memory device, usable with any
Univae computer.

Finally, Bibby told himself that Univac was no worse
than second in the battle of computers. So he decided o £
to Rand.

Who's raiding ?

Meanwhile, Kenneth Herman looked around for some
more help. He got H. Gordon Smith, who had resigned a8
director of public relations for General Foods, to come I
as Univae’s director of marketing. Smith, forty vears old:
is an LB.M. alumnus who had worked his way up in thil
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Navigation unit (at far right) for the U.S. Air Force's BS
supersonic Hustler bomber, is hooked up to checkout mu"‘ﬂ.f
Sperry Gyroscope. Each unit is tested for thirty days. In © it
ground, a “line replaceable unit”—a subassembly or modul_"'_w,__
that has been removed from the center of the navigation ¢!







war-production effort. When the war ended, the market
for JATO units col d, and Kimball had to struggle to
keep Aerojet alive. But as the armed forces got more and
more interested in rocket propulsio et, thanks largely
to von Karman’s reputati (i I's formidable pow-
ers of persua al development con-
" , and sales rose from 000 in 1946 to $69 mil-
lion in 1
In 1956,
The main reason for this was the sharp s
jet's efforts to develop liquid-fuel rock
n, one of the Air Fore " :
missiles. (The power plant for the Atlas ICBM is being
developed by North American Aviation’s Rocketdyne Divi-
ion, Aerojet’s principal competitor in the rocket-engine
field.) Should the Titan be shelved in favor of the Atlas—
as North American’s intercontinental Navaho was recently
abandoned by the Air Force—Aerojet might have to cut
back its operations sharply. What is more likely, perhaps,

pping up of Aero-
engines for the

140  rostume n

is that the Titan will end up with lower priorities than th‘e
Atlas. But despite the magnitude of the Titan project, it
will account for less than a third of Aerojet’s sales this

year, and Aerojet itself is widely diversified.

With the help of a technical advisory board headed by
von Karman, Aerojet’s 10,500 employees, who include more
than 2,000 engineers and scientists, are engaged in the de-
sign, development, manufacture, and sale of one-man sub-

infrared guidance systems, among them one now
being tested as an air-collision warning device for airline
neluding a model recently approved by
on commercial airline underwater
rocket engines; parts for ordnance rockets,
Army's 2.75-inch Mighty Mouse; Aerobee sounding
thrust reversers for jet-aireraft engines; and low-powered,
$95,000 nuclear reactors. Even in the missile field, where
most of Aerojet’s effort is directed, the company does not
have all its eggs in one basket. Besides the Titan Powcr
plant, the company is developing auxiliary power units for




B

Liquid-fuel rocket engines, including engines for the Titan ICBM,
are tested on big steel stands at Aerojet's Sacramento plant. Ab
133 test is about to begin, engineers enter a tunnel leading to a bun
from wh they will observe (right) the earth-shaking blast produced
by the stationary firing of a large rocket engine.

the Atlas, and is producing or developing rocket engines or
other components for nine short-range missiles, including
the Bomare, Boeing’s promising surface-to-air ramjet mis-
= Which will be hoosted into the air by an Aerojet rocket.
derojet is also making the solid-propellant power plant for
L Navy's intermediate-range Polaris.

With expenditures for missiles scheduled to rise steeply
Over the next five years—in 1960 the Air Force expects to
end more for missiles ($2.8 billion) than for manned
Areraft—Aerojet’s position seems strong despite present
Sutbacks and stretch-outs in military procurement. Indeed,
"Vestors are so taken with the company’s prospects that
Aerojet was able last July to sell 33,500 shares of its own
fomm““ stock at $225 a share, seven times book value. Fur-

Ermore, Aerojet stock has been quoted over the counter for

continued page 191
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LT.T. Gets the Message

by Walter Guzzardi Jr.

“There's a question how long it would have gone on
before it cracked wide open. If this had gone on for three
or five more years, maybe no one could have brought it
back. If you let it all slide, and let operations get sloppier,
then a company has to go completely downhill, all the way
to the cleaners before it can come back up.”

The man who spoke these harsh words was Harold 5.
Geneen, and he was describing, in a recent moment of
reflection, the state of affairs at the International Tele-
phone & Telegraph Corp. when he became president in
June, 1959. At that time it took a man with unusual per-
ception to see the true nature of the company’s difficulties,
for they were concealed behind a grandiose fagade.

In the office of the newly installed president, the ele-
gant grace of the Louis XV furnishings suggested an
enterprise as perennially prosperous as the House of

112  FORTUNE Febrvary 1961

-ved oak paneling

Rothschild. The smooth expanse of ¢
allowed Geneen no room to hang maps of the empire he
was taking over; but had such maps been displayed, they
would have reflected a splendor of their own. They would
have shown LT.T. to be a company of extraordinary
dimension and diversity. No longer principally an oper-
ator of telephone systems, it was first of all a manufac-
turer of electric and electronic equipment. In 116 plants
operated by thirty-five divisions, affiliates, and subsidi-
aries in Europe, the Far East, Latin America, as well as
the U.S., L'T.T. turned out the contrivances of communi-
cation : telephones, telephone switchboards, dialing equip-
ment, air and sea navigational systems, overseas radios
and underseas coaxial cables. I.T.T.’s electronic prod-
ucts included transistors, other semiconductors, and com-
puters, many of them designed for such advanced uses as

Drawings by Robert Wesver



missile tracking and satellite data transmission. More-
over, LT.T. still had impressive credentials as 4 telephone-
gperating company: under Dlllb]il: franchise, it operated
g0 per cent of the telephones in Chile, 75 per cent of the
telephones in Peru, and major telephone and radio com.
panies in six other Latin-American countries

But a closer scrutiny disclosed the cracks. Earnings
records were dismal: in 1956 consolidated profits had
amounted to $28 million on gross sales of 8545 million.
Despite growth in volume, the net fell off to $22 million
in 1957 and came back to only $26 million in 1958. In
1959 profits were 329 million on a gross of 8765 million—
only 3.8 per cent on total sales. L.T.T.’s commercial manu-
facturing in the U.S. was actually losing money: $6 mil-
lion in 1959.

Worst of all, the company’s future did not seem to hold
any promise of improvement. Geneen set about changing
that prospect. For the past year and a half he has spent
almost every waking hour studying, reorganizing, firing,
hiring, tearing down, and rebuilding—all with the aim of
putting new vigor in a sick giant whose thought processes
and reflexes belonged to a past epoch.

The troubles Geneen inherited traced mostly to the awk-
ward efforts of L.T.T.’s founder, the late Colonel Sosthenes
Behn, to adjust the company to the postwar world. Behn
had steered I.T.T. through the perils of the war itself,
despite the fact that up
to 1940 virtually all of its
properties were abroad
(see page 118). Shocked
by the narrow escape,
Behn determined to estab-
lish a strong U.S. base for
the company. When the
war broke out, I.T.T. had
imported some of its scien-
tists and engineers from
Europe, and gone into
US. defense production
in a number of makeshift
plants, largely in New
Jersey. Behn’s prime objective after 1945 became the
conversion of those plants into a permanent U.S. nucleus.

Colonel Behn's decision to bring 1.T.T. home was stra-
tegically sound. The company needed a place in the Amer-
Iean market, not only because it promised to be profitable,
but because it would strengthen investors’ confidence in
the company.

The trouble was that the Colonel was unfitted by age
and temperament to direet his new policy. He bought
tompanies hastily and badly. By “acquiring whatever the
brokers dragged in,” as one board member remarked,
Behn plunged 1.T.T—a company whose main asset then
Was its high degree of technical skill—into the jungle of
tonsumer appliances. In 1949 he acquired the Capehart-
Farnsworth Corp., which made record players, radios,
and TV sets. In 1951 he added the Coolerator Corp., man-
Ufacturer of refrigerators, home freezers, and air condi-
tioners, A fter years of enervating losses, LT.T. finally
shucked Coolerator in 1954 and Capehart in 1956.

The board of directors interfered very little in the
andango of mismanagement that characterized LT.T.'s
bostwar years. Not only was the board awed by the im-
Psing figure of Behn himself, but it was also beguiled
¥ the unrealistically favorable action of LT.T. stock. In

» for example, when the company showed $22 million

in earnings, the stock was selling at %9 per share: in
1959, although a 100 per cent inerease in gross revenues
had brought only a 30 per cent profit improvement, the
stock was up 400 per cent to $45 per share—a rise from
six times to twenty-four times earnings.

It's complex; it must be good

The reasons for the elimb lay not in the merits of the
company but deep in the psyche of Wall Street. Analysts
on the Street never understood LT.T. (*No wonder, when
most of its own managers didn’t either,” comments a
Geneen aide). But it was easy to explain to prospective
stock buyers that it was a “com plex company.” Complex-
ity seemed like a good thing in a complex world : the stock
went up a little. I.T.T. did lots of defense work and Wall
Street figured anybody dealing with Uncle Sam had great
growth prospects; the stock went up some more. After
Sputnik, Wall Street rushed toward electronics, and quick-
Iy ran most military electronic stocks out of sight; LT.T.
rode upward on the electronics wave.

Watching I.T.T. stock prices go up while company man-
agement went down caused some of the better-informed
LT.T. stockholders to develop manic-depressive tenden-
cies. They clung to Behn's well-cut coattails looking fear-
fully down the chasms when he skidded and cheering
when he was miraculously saved from the brinks. In 1948
a group of dissidents had
tired of living dramati-
cally under the oppressive
genius of Sosthenes Behn.
Led by Robert McKinney,
I.LT.T.’s most influential
stockholder, they per-
suaded Behn to accept
General William Henry
Harrison (no kin to the
ninth U.S. President) as
president of the company.
Harrison had earned his
military rank in a procure-
ment job during World
War II; he came to LT.T. from A.T.&T., where he was
a vice president.

But not until 1954 did Harrison manage to wrest the
day-to-day control of the company from Behn. By that
time the General and the Colonel, in the words of one
LT.T. vice president, virtually “had killed each other off.”
Harrison, sixty-three years old, died of a heart attack
in 1956. Behn died the following year, at seventy-five.
The board of directors in 1956 elevated General Edmond
Leavey, sixty-one, who had been with the company for
five years, to the presidency. Leavey, according to one
company wit, gave LT.T. “a two-year rest.” When he
announced his retirement, the board appointed a commit-
tee to recruit a new president. After six months of search
the committee reported back to the board with only one
nominee: Harold Geneen, whose success in overhaunling
Raytheon Co. had won a great deal of attention from
management experts.

Geneen was already a well-tested member of that spe-
cial breed, the professional managers. He knew marketing
and production. He was experienced in accounting and
finance. Forty-nine years old at the time he came to LT.T.,
Geneen also carried with him a heavy battery of other
talents, which clashed sharply with the company’s genteel
physical and psychological decor. In the words of one of
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Union Carbide, traditionally a “chem-
ist to the chemical industry” and sup-
plier of raw materials to almost every-
body, has begun to ogle the consumer.
Item: it recently paid $100 million
for a sausage-casing company.

Union Carbide Enriches the Formula

by Dero A. Saunders

Union Carbide & Carbon Corp., which had record sales
of 51.3 hillion in 1956, is the second-largest chemical com-
pany in the U.S., as well as the No. 1 producer of plasties,
Jeium carbide, of carbon electrodes, and of such key
i=trial raw materials as ferroalloys, oxygen, and tung-
sten (see box on page 125). But because Carbide turns
out only three consumer products—Prestone antifreeze,
Eveready flashlights and batteries, and Pyrofax bottled gas
—it is probably the least-known giant corporation in Ameri-
can industry. This obscurity is only partly a result of the
nature of its business. For years Carbide’s conservative
rement assiduously courted anonymity, and even today
ide's sixty-one-vear-old President Morse G. Dial can
- be accused of headline grabbing. Thus to the casual
r—or even investor—Carbide appears to remain
what it has long been: a taciturn, unchanging “chemist to
the chemical industry and metallurgist to the metal indus-
try,” as one of its own executives puts it.

But the appearance of changelessness is misleading.
Actually, Carbide has grown enor-
mously in the postwar years. It in-
ereased its sales of chemicals and
plastics, for example, from $172
million in 1946 to some $610 mil-
lion in 1956—about 255 per cent—
4 considerably sharper rise than

Heat-interchange units, left, at Car-
bide's oxygen plant at Kittanning, Penn-
ylvania, liquefy air by reducing its
tcmgjer.-lLuro to -300° F. The plant is run
by Carbide's Linde Air Products Co.

A hammer blow eracks the thin coat-
Ing of clectrolytic chrome deposited on a
Sh_ue_lqm-ml anode at Carbide's new $120-
million Marietta, Ohio, alloy plant.

Pelntings by Rainey Bemnett

that scored by top-ranking du Pont (185 per cent) or the
third-ranking chemical company, Allied (138 per cent). To
be sure, slightly more than half of Carbide’s volume is in
such non-chemical fields as ferroalloys, carbon, and atmos-
pheric gases, which have not shown the chemical indus-
try's capacity for explosive growth in the last decade. But
even if its chemical and non-chemical sales are lumped to-
gether, Carbide’s across-the-board sales gain of some 213
per cent is exceeded among the major chemical companies
only by Dow and Monsanto—both of which started from
much lower sales bases than Carbide.

And there are at least three intriguing signs of change
beneath the placid surface. Searcely a month ago Carbide’s
management parted with $99,400,000 worth of Carbide stock
to buy the Visking Corp. of Chicago, a maker of sausage
casings and polyethylene film—the first shift of the com-
pany's basic strategy in the direction of end-product man-
ufacture. Carbide is also engaged in a reorganization of its
research program, one of the nation’s largest. And at Car-
bide's headquarters in Manhattan,
Dial, chief executive since 1952, is
about midway through a quiet but
significant reshaping of the com-
pany’s management structure.

The auguries for the future are
for further change—and growth.
U.S. output of petrochemicals, for
example, has roughly doubled every
five years since the end of World
War II and is expected to double
again by 1960 or 1961—and Car-
bide is the top producer of petro-
chemicals., Carbide's Linde Air
Products Co. (Carbide calls a di-
vision a company) expects to sell
twice as much oxygen this yvear as
it did as recently as 1955, for steel
millz are finding it cheaper to raise
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the output of open-hearth furnaces by the massive use of
oxygen than to build new capacity from scrateh. Carbide’s
Electro Metallurgical Co. ( Electromet), already the largest
U.S. producer of titanium as well as of ferroalloys, expects
the now rare metal tantalum to become a major new product.
And the prospects for brand-new plastics are so bright that
Carbide executives hint guardedly at the possibility of a
major breakthrough by 1959,

The hidden pocket

Compared to Carbide's sparkling sales performance, its
postwar profit record, at first glance, appears surprisingly
drab. To be sure, after-tax earnings went up from $57 mil-
lion in 1946 to some $147 million last year, net per share
(adjusted for a 1948 stock split) from $2.03 to about $4.90,
and dividends from $1 to $3.15. However, Carbide’s after-
tax earnings last year were less than two and a half times
the level of 1946, while its sales had more than tripled.
Even Carbide's before-tax return on sales was about the
same as in 1946—22 per cent; and its pre-tax earnings on
invested capital actually declined from 26 per cent to 25
per cent.

This apparently poor profit showing is largely illusory,
however, for it reflects almost entirely a conservative wr
off policy. The company’s depreciation account has risen
more than 600 per cent since 1946—from less than $15
million a year to nearly $115 million. Two factors explain
Carbide’s ability to take such massive write-offs. First, some
%300 million of the company’s postwar construetion spend-
ing—nearly half the total amount spent over the past five
vears—was covered by rapid-amortization certificates. Thus
Carbide’s excess over normal depreciation was some $32
million in 1955 and again in 1956. And second, Carbide
swelled its normal depreciation charges by adopting the
“sum of the digits” method of depreciation, which allows
two-thirds of a facility’s capital cost to be amortized during
the first half of its life. The combined effect of both factors
was to understate 1956 pre-tax earnings by about $35 mil-
lion, or 11 per cent.

The most sensible measure of Carbide's profit record

Union Carbide’s Top Command

Howard 8. Bunn Kenneth H. Hannan
one of the few Carbide top executives with
1 Carbide in

Dial
President Dial, sixty-one
outside business experience (shoes and paper). He join
1929, then made his way up via plastics and the treasurer's office to
the presidency in 1 {Carbide has no board chairman.) Bunn, fifty-
seven, switched from alloys to chemicals to plastics before becoming
executive vice president for operations in 19565; forty-six-year-old
Hannan, execut ice president (stafl) since last July e up via
law and finance. Creation of the second executive vice presidency was
part of Dial's quiet campaign to beef up the company’s central staff.
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Slag from production of ferroalloys at Carbide’s mammoth new
Marietta, Ohio, alloy works iz tapped out into troughs, broken dewn
into sma chunks by the use of high-pressure streams of water, and
finally dried with heat in these “dewatering bins” before being re-
processed to extract any residue of metal.

would seem to be its pre-tax, pre-depreciation earnings.
These have risen 270 per cent since 1946 (as compared with
a 213 per cent increase in sales volume). They are now run-
ning about 31 per cent of sales compared to 25 per cent a
decade ago. Measured against the top six U.S. chemical com-
panies—in order of size, du Pont, Carbide, Allied, Monzsanto,
Dow, and American Cyanamid—Carbide’s 1955 ratio was
somewhat lower than that of du Pont and Dow (37 and 35
per cent respectively), but considerably above the ratio for
Allied, Monsanto, or American Cyanamid.

One hand washes the other

“What is the key to this corporation?’ Howard S. Bunn,
Carbide’s executive vice president for operations, gives this
summary answer: “We are equipped with a vast number of
skills in research, technology, engineering, and development.
No other eorporation on earth has the combined skills that
we have—though others have some skills that we don't.
Du Pont, for example, can run rings around us in textile
fibers. We do best by getting into a basic item and sticking
with it, where our combined skills can come into play.”

That interplay of skills has characterized Carbide ever
since 1917, when five companies—a maker of calcium car-
bide, an acetylene distributor, an electrode manufacturer,
an alloy producer, and an oxygen distiller—merged to form
the company. A single example will illustrate Carbide’s
ability to create, by cross-fertilization among its components,
:ntirely new products. Polyethylene (the squeeze-bottle plas-
tic), which has become Carbide’s most important single




product, with annual sales already near the $100-million
mark, was discovered before World War II by Britain’s AT o rhi
Imperial Chemical Industries. During the war the patent What Carbide Makes
was licensed to both du Pont and Carbide (see “The Poly- 2 (.,‘E'Jen}ica!:ﬁ ac ed 1 80
ethylene Gamble,” FORTUNE, February, 1954), but produe- '{:LII: ::::, ;:‘,]:‘I.:_ :
tion proved formidable. To start with, the ethylene raw ot
material had to be extremely pure, which required its frac- Carbide opened up t
tional distillation at temperatures so low that equipment
made of ordinary metals became unpredictably brittle. Then
the ethylene had to be put under the fantastic pressure of
),000 pounds while cooling tubes removed the heat of com-
on. Carbide's early attempts at polyethylene output bide les, are pr
d a pound of scrap steel—in the form of broken appa- ! 2
ratus—for every six pounds of polyethylene.
But Carbide’s chemical division could seek help from the
inde division's experts, accustomed to working with tem-
peratures as low as that of liquid helium, and from Elec-
tromet, which knew the alloys most likely to withstand any
given combination of temperatures and pressures. Linde's
research on synthetic diamonds (it is the largest U.S. pro-,
ducer of synthetic gems) had involved experimental pres-
sures up to 100,000 pounds. This intramural cooperation
\bled Carbide, working alone, to do a better job on poly-
lene production than du Pont could do with L.C.L's
stance. As a result, Carbide supplied the top-priority
r needs for polyethylene, and established an early post-
r production lead over du Pont. And Carbide has kept that
by increasing its domestic polyvethylene capacity to 250
ion pounds, some 40 per cent of the industry’s current
ity of approximately 600 million pounc
I'he recent appearance of two low-pressure polyethylene
processes, one devised by Germany's Dr. Karl Ziegler and
the other by Phillips Petroleum, has raised the number of
entrants in the Great Polyethylene Derby to eleven. Carbide
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1ant vacuum furnace, one of eight at

irietta alloy plant, receives its charge

ally built, extra-long railroad flat-
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ting. These furnaces produce high-purity
ferrochrome used in stainless steels. E




The scale model of a chemical process plant, together with

pertinent data and blueprints, undergoes one of its many

reviews by the senior engineers. Knowing eyes judge,

E = approve and reject—solving problems and smoothing the
Xperlence way toward construction. The men of United Engineers
offer you a wealth of technical knowledge, a wide range of

| p a Sse S services—plus the hard-earned experience gained by years
of serving America’s chemical industry on projects of

- widest scope and variety. Whatever your project—process
]udgment or power plant, steel mill, industrial or utility installation
‘ —the men who are United Engineers offer you a
background of over 75 years’ experience as designers,

construction engineers, and engineering consultants.

Painting by Robert Lavin
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