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Hoover’s Handbooks are intended to provide their readers with accurate and authoritative information about the enterprises profiled in them. The Reference Press
asked all profiled companies and organizations to provide information for its books. Many did so; a number did not. The information contained herein is as accurate
as we could reasonably make it. In many cases we have relied on third-party material that we believe to be trustworthy but were unable to independently verify.
We do not warrant that the book is absolutely accurate or without any errors. Readers should not rely on any information contained herein in instances where such
reliance might cause loss or damage. The editors and publishers specifically disclaim all warranties, including the implied warranties of merchantability and fitness
for a specific purpose. This book is sold with the understanding that neither the editors nor the publisher is engaged in providing investment, financial, accounting,
legal, o¥ other professional advice.

The financial data (How Much section and Where and What tables) in this book are from a variety of sources. Standard & Poor’s Compustat, Inc., provided data
for most of the publicly traded companies and private companies with public debt. Information on the advertising industry and advertising expenditures by
companies in this book is from Advertising Age. Data on the beverage and real estate industries are from Beverage Industry and National Real Estate Investor
magazines, respectively. Some data for private companies are from the Forbes 400 US Private Companies list. Information on the legal, consulting, and accounting
industries is from the National Law Journal, American Lawyer, Consultants News, and Public Accounting Report, respectively. The Reference Press obtained other
information directly from the enterprises profiled and from other public sources. The Reference Press, Inc., is solely responsible for the presentation of all data.

Many of the names of products and services mentioned in this book are the trademarks or service marks of the companies manufacturing or selling them and
are subject to protection under US law. Space has not permitted us to indicate which names are subject to such protection, and readers are advised to consult with
the owners of such marks regarding their use. Hoover’s Handbook® is a registered trademark of The Reference Press, Inc.
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Companies Profiled

Abbott Laboratories 89  Blockbuster Entertainment Corporation 159  Cyprus Minerals Company 230
Adobe Systems Incorporated 90  Blue Cross and Blue Shield Association 160  Dana Corporation 231
Adolph Coors Company 91  The Boeing Company 161  Data General Corporation 232
Advance Publications, Inc. 92  Boise Cascade Corporation 162  Dayton Hudson Corporation 233
Advanced Micro Devices, Inc.* 93  Borden, Inc. 163  Deere & Company 234
Aetna Life and Casualty Company 94  Borg-Warner Corporation 164  Dell Computer Corporation 235
AFL-CIO 95  Borland International, Inc. 165  Deloitte & Touche 236
H.F. Ahmanson & Company 96  Boston Celtics LP 166  Delta Air Lines, Inc. 237
Alaska Air Group, Inc. 97  Bristol-Myers Squibb Company 167  Deluxe Corporation 238
Albertson’s, Inc. 98  Brown Group, Inc. 168  The Dial Corp 239
Allied-Signal Inc. 99  Brown-Forman Corporation 169  Digital Equipment Corporation 240
Aluminum Company of America 100  Browning-Ferris Industries, Inc. 170  Dillard Department Stores, Inc 241
Alza Corporation* 101  Bruno’s, Inc. 171  Dole Food Company, Inc. 242
AMAX Inc. 102  Brunswick Corporation 172  Domino’s Pizza, Inc.* 243
Amdahl Corporation 103 Burlington Industries Equity Inc. 173 R.R. Donnelley & Sons Company 244
America West Airlines, Inc. 104  Burlington Northern Inc. 174  The Dow Chemical Company 245
American Brands, Inc. 105  Campbell Soup Company 175  Dow Jones & Company, Inc. 246
American Cyanamid Company 106  Capital Cities/ABC, Inc. 176  Dr Pepper/Seven-Up Companies, Inc. 247
American Electric Power Company, Inc. 107  Cargill, Incorporated 177  Dresser Industries, Inc. 248
American Express Company 108  Carlson Companies, Inc. 178  E.I du Pont de Nemours and Company 249
American Financial Corporation 109  Carnival Cruise Lines* 179  Duke Power Company 250
American Greetings Corporation 110  Carter Hawley Hale Stores, Inc. 180  The Dun & Bradstreet Corporation 251
American Home Products Corporation 111  Carter-Wallace, Inc.* 181  Eastman Kodak Company 252
American International Group, Inc. 112 Caterpillar Inc. 182  Eaton Corporation 253
American President Companies, Ltd. 113 CBSInc. 183  Edison Brothers Stores, Inc. 254
American Standard Inc. 114  Centel Corporation 184  Edward J. DeBartolo Corporation 255
American Stores Company 115  Champion International Corporation 185 EG&G, Inc. 256
American Telephone & The Charles Schwab Corporation 186  Egghead, Inc.* 257

Telegraph Company 116  The Chase Manhattan Corporation 187  Eli Lilly and Company 258
Ameritech Corporation 117  Chemical Banking Corporation 188  Emerson Electric Co. 259
Ames Department Stores, Inc. 118  Chevron Corporation 189  Enron Corp. 260
Amgen Inc. 119  Chicago and North Western Holdings Corp. 190  Entergy Corporation 261
Amoco Corporation 120  Chips and Technologies* 191  Equifax Inc.* 262
AMP Inc. 121  Chiquita Brands International, Inc. 192  The Equitable Companies Incorporated 263
AMR Corporation 122 Chiron Corporation* 193  Ernst & Young 264
Amway Corporation 123 Chrysler Corporation 194  Estée Lauder Inc. 265
Anheuser-Busch Companies, Inc. 124 The Chubb Corporation* 195  Exxon Corporation 266
Apple Computer, Inc. 125  CIGNA Corporation 196  Federal Express Corporation 267
The ARA Group, Inc. 126  The Circle K Corporation 197  Federal National Mortgage Association 268
Archer-Daniels-Midland Company 127  Circuit City Stores, Inc. 198  Fieldcrest Cannon, Inc. 269
Armstrong World Industries, Inc. 128  Circus Circus Enterprises, Inc.* 199  First Chicago Corporation 270
Arthur Andersen & Co., SC 129  Citicorp 200  First Fidelity Bancorporation 271
ASARCO Inc. 130 The Clorox Company 201  First Interstate Bancorp 272
Ashland Oil, Inc. 131  The Coastal Corporation 202  Fleet Financial Group, Inc. 273
Associated Milk Producers, Inc. 132 The Coca-Cola Company 203  Fleetwood Enterprises, Inc. 274
AST Research, Inc. 133 Colgate-Palmolive Company 204  Fleming Companies, Inc. 275
Atari Corporation 134  The Columbia Gas System, Inc. 205  FlightSafety International, Inc.* 276
Atlantic Richfield Company 135  Commerce Clearing House, Inc. 206  Fluor Corporation 277
Automatic Data Processing, Inc. 136  Commodore International Ltd. 207  FMC Corporation 278
Avis, Inc. 137  Commonwealth Edison Company 208  Food Lion, Inc. 279
Avon Products, Inc. 138  Compaq Computer Corporation 209  Ford Motor Company 280
Baker & McKenzie 139  Computer Associates International, Inc. 210  FPL Group, Inc. 281
Baker Hughes Incorporated 140  Computervision Corporation 211  Fred Meyer, Inc. 282
Bally Manufacturing Corporation 141  ConAgra, Inc. 212 Fruit of the Loom, Inc.* 283
Banc One Corporation 142  Conner Peripherals, Inc. 213  E. &J. Gallo Winery 284
Bank of Boston Corporation 143 Consolidated Edison Co. of New York, Inc.214  Gannett Co., Inc. 285
The Bank of New York Company, Inc. 144  Consolidated Freightways, Inc. 215  The Gap, Inc. 286
BankAmerica Corporation 145  Consolidated Rail Corporation 216  GEICO Corporation 287
Bankers Trust New York Corporation 146  Continental Airlines Holdings, Inc. 217  Genentech, Inc. 288
C. R. Bard, Inc. 147  Continental Bank Corporation 218  General Cinema Corporation 289
Barnett Banks, Inc. 148  Continental Grain Company 219  General Dynamics Corporation 290
Bausch & Lomb Incorporated* 149  Control Data Corporation 220  General Electric Company 291
Baxter International Inc. 150  Cooper Industries, Inc. 221 General Mills, Inc. 292
The Bear Stearns Companies Inc. 151  Coopers & Lybrand 222  General Motors Corporation 293
Bechtel Group, Inc. 152  Corning Inc. 223 General Re Corporation 294
Becton, Dickinson and Company 153  Costco Wholesale Corporation 224  General Signal Corporation 295
Bell Atlantic Corporation 154  Cox Enterprises, Inc. 225  Geo. A. Hormel & Company* 296
BellSouth Corporation 155  CPC International Inc. 226  Georgia-Pacific Corporation 297
Berkshire Hathaway Inc. 156  Cray Research, Inc. 227  Gerber Products Company 298
Bethlehem Steel Corporation 157  CSX Corporation 228  Giant Food Inc. 299
The Black & Decker Corporation 158  Cummins Engine Company, Inc. 229  The Gillette Company 300
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The Goldman Sachs Group, LP
The Goodyear Tire & Rubber Company
W. R. Grace & Co.

301
302
303

The Great Atlantic & Pacific Tea Company 304

Great Western Financial Corporation
The Green Bay Packers, Inc.
Grumman Corporation

GTE Corporation

H&R Block, Inc.

HAL, Inc.

Halliburton Company

Hallmark Cards, Inc.
Harley-Davidson, Inc.

Harris Corporation

Hartmarx Corporation

Hasbro, Inc.

The Hearst Corporation

H. J. Heinz Company

Helmsley Enterprises Inc.

The Henley Group, Inc.
Hercules Incorporated

Hershey Foods Corporation

The Hertz Corporation
Hewlett-Packard Company
Hillenbrand Industries, Inc.*
Hilton Hotels Corporation

The Home Depot, Inc.
Honeywell Inc.

Hospital Corporation of America
Household International, Inc.
Humana Inc.

Hyatt Corporation

Illinois Tool Works Inc.*
Ingersoll-Rand Company

Inland Steel Industries, Inc.
Intel Corporation

INTERCO Incorporated
Intergraph Corporation
International Business Machines Corp.
International Dairy Queen, Inc.*
International Flavors & Fragrances Inc.
International Paper Company
ITT Corporation

Jack Eckerd Corporation

James River Corporation

John Hancock Mutual Life Insurance Co.

Johnson & Johnson

S.C. Johnson & Son, Inc.
Johnson Controls, Inc.

Johnson Publishing Company, Inc.
JWP Inc.

Kellogg Company

Kemper Corporation
Kimberly-Clark Corporation
King Ranch, Inc.

King World Productions, Inc.*
Kmart Corporation
Knight-Ridder, Inc.

Koch Industries, Inc.

Kohlberg Kravis Roberts & Co.
KPMG

The Kroger Co.

L.A. Gear, Inc.

Lands’ End, Inc.*

Levi Strauss Associates Inc.

The Limited, Inc.

Litton Industries, Inc.

Liz Claiborne, Inc.

Lockheed Corporation

Loews Corporation

Longs Drug Stores Corporation
Lotus Development Corporation
Lowe’s Companies, Inc.

The LTV Corporation
MacAndrews & Forbes Holdings Inc.

305
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308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
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328
329
330
331
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336
337
338
339
340
341
342
343
344
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349
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354
355
356
357
358
359
360
361
362
363
364
365
366
367
368
369
370
371
372
373
374
375

R. H. Macy & Co., Inc.

Manville Corporation

Marriott Corporation

Mars, Inc.

Marsh & McLennan Companies, Inc.
Martin Marietta Corporation

Masco Corporation

Massachusetts Mutual Life Insurance Co.
Mattel, Inc.

The May Department Stores Company
Mayo Foundation

Maytag Corporation

McCaw Cellular Communications, Inc.
McDermott International, Inc.
McDonald’s Corporation

McDonnell Douglas Corporation
McGraw-Hill, Inc.

MCI Communications Corporation
McKesson Corporation

McKinsey & Company, Inc.

The Mead Corporation

Medco Containment Services, Inc.*
Medtronic, Inc.*

Mellon Bank Corporation

Melville Corporation

Mercantile Stores Company, Inc.
Merck & Co., Inc.

Merrill Lynch & Co., Inc.
Metromedia Company

Metropolitan Life Insurance Company
Microsoft Corporation

Milliken & Co., Inc.

Minnesota Mining and Manufacturing Co.
Mobil Corporation

Monsanto Company

Montgomery Ward Holding Corp.
J.P. Morgan & Co. Incorporated
Morgan Stanley Group Inc.

Morton International, Inc.

Motorola, Inc.

National Geographic Society
National Medical Enterprises, Inc.
National Semiconductor Corporation
NationsBank Corporation

Navistar International Corporation
New York Life Insurance Company
New York Stock Exchange, Inc.

The New York Times Company
NIKE, Inc.

Nordstrom, Inc.

Norfolk Southern Corporation
Northrop Corporation

Northwestern Mutual Life Insurance Co.
Novell, Inc.

Nucor Corporation*

NWA Inc.

NYNEX Corporation

Occidental Petroleum Corporation
Office Depot, Inc.

Ogden Corporation

Oracle Systems Corporation

Oryx Energy Company

Oshkosh B’Gosh, Inc.*

Outboard Marine Corporation
Owens-Corning Fiberglas Corporation
Owens-Illinois, Inc.

PACCAR Inc.

Pacific Enterprises

Pacific Gas and Electric Company
Pacific Telesis Group

Paine Webber Group Inc.

Panhandle Eastern Corporation
Paramount Communications Inc.

J. C. Penney Company, Inc.

Pennzoil Company

376
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404
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449
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PepsiCo, Inc.

Peter Kiewit Sons’, Inc.

Pfizer Inc.

Phelps Dodge Corporation

Philip Morris Companies Inc.
Phillips Petroleum Company
Pinnacle West Capital Corporation
Pitney Bowes Inc.

PNC Financial Corp

Polaroid Corporation

PPG Industries, Inc.

Premark International, Inc.

The Price Company

Price Waterhouse

Primerica Corporation

The Procter & Gamble Company
The Promus Companies Incorporated*
The Prudential Insurance Co. of America
Public Service Enterprise Group Inc.
Publix Super Markets, Inc.

The Quaker Oats Company
Ralston Purina Company
Raytheon Company

The Reader’s Digest Association, Inc.
Reebok International Ltd.
Reliance Electric Company
Reynolds Metals Company

Riklis Family Corporation

Rio Grande Industries, Inc.

Rite Aid Corporation

RJR Nabisco, Inc.

Roadway Services, Inc.

Rockwell International Corporation
Rubbermaid Incorporated

Ryder System, Inc.

Safety-Kleen Corp.*

Safeway Inc.

St. Jude Medical, Inc.*

Salomon Inc

Santa Fe Pacific Corporation
Sara Lee Corporation

SCEcorp

Schering-Plough Corporation
Schlumberger NV

SCI Systems, Inc.

Scott Paper Company

The E.W. Scripps Company
Seagate Technology, Inc.

Sears, Roebuck and Co.

Service Merchandise Company, Inc.
Sharper Image Corporation

The Sherwin-Williams Company
Silicon Graphics, Inc.*
Skidmore, Owings & Merrill
Snap-on Tools Corporation

The Southern Company
Southwest Airlines Co.
Southwestern Bell Corporation
Springs Industries, Inc.

Sprint Corporation

The Stanley Works

State Farm

Stone Container Corporation*
The Stop & Shop Companies, Inc.
Storage Technology Corporation
The Stroh Companies Inc.

Sun Company, Inc.

Sun Microsystems, Inc.

SunTrust Banks, Inc.

Super Valu Stores, Inc.
Supermarkets General Holdings
Syntex Corporation

SYSCO Corporation

Tandem Computers Incorporated
Tandy Corporation

451
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Teachers Insurance 526  TW Holdings, Inc. 547  Vulcan Materials Company 568
Teamsters 527  Tyson Foods, Inc. 548  Walgreen Co. 569
Tele-Communications, Inc. 528  UAL Corporation 549  Wal-Mart Stores, Inc. 570
Teledyne, Inc. 529  Union Carbide Corporation 550  The Walt Disney Company 571
Tenneco, Inc. 530  Union Pacific Corporation 551  Wang Laboratories, Inc. 572
Texaco Inc. 531  Unisys Corporation 552  Warner-Lambert Company 573
Texas Instruments Incorporated 532  United Parcel Service of America, Inc. 553  The Washington Post Company 574
Texas Utilities Company 533  The United States Shoe Corporation 554  Waste Management, Inc. 575
Textron Inc. 534  United States Surgical Corporation* 555  Wells Fargo & Company 576
Thiokol Corporation 535  United Technologies Corporation 556  Wendy’s International, Inc. 577
Time Warner Inc. 536  Universal Corporation 557  Westinghouse Electric Corporation 578
The Times Mirror Company 537  Unocal Corporation 558  Weyerhaeuser Company 579
TLC Beatrice International Holdings, Inc. 538  The Upjohn Company 559  Whirlpool Corporation 580
Toys “R” Us, Inc. 539  USAir Group, Inc. 560  Whitman Corporation 581
Trammell Crow Company 540  USF&G Corporation 561  Wm. Wrigley Jr. Company 582
Trans World Airlines, Inc 541  USG Corporation 562  Winn-Dixie Stores, Inc. 583
Transamerica Corporation 542 U S WEST, Inc. 563  Woolworth Corporation 584
The Travelers Corporation 543  USX Corporation 564  Xerox Corporation 585
Tribune Company 544 V. F. Corporation 565  Yellow Freight System 586
TRW Inc. 545  Viacom Inc. 566  Young & Rubicam Inc. 587
Turner Broadcasting System, Inc. 546  The Vons Companies, Inc. 567  Zenith Electronics Corporation 588

* Companies added to Hoover’s Handbook of American Business 1993

Enterprises No Longer Covered in
Hoover’s Handbook of American Business

American Association of Retired Persons New York City Transit Authority
American Cancer Society The Ohio State University
State of California Pan Am Corporation (no longer operating)
City of Chicago Republican Party
Democratic Party The Rockefeller Foundation
Farley, Inc. Roman Catholic Church (US)
First Executive Corporation Rotary International
(no longer operating) Security Pacific (merged with BankAmerica)
The Ford Foundation The Southland Corporation
Harvard University Square D Company
Manufacturers Hanover Corporation (acquired by Schneider, S.A.)
(merged with Chemical Bank) Stanford University
Mayflower Group, Inc. United States
Midway Airlines, Inc. (no longer operating) United Way of America
National Organization for Women, Inc. The University of Chicago
National Park Service The University of Texas at Austin

NCR Corporation (merged with AT&T)

Company Name Changes Since the 1992
Hoover’s Handbook of American Business

Burlington Industries Equity Inc.

(was Burlington Holdings Inc.)
Computervision Corporation

(was Prime Computer, Inc.)
Fleet Financial Group, Inc.

(was Fleet/Norstar Financial Group, Inc.)
NationsBank Corporation

(was NCNB Corporation)
Sprint Corporation

(was United Telecommunications, Inc.)
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DEDICATION

We dedicate this book to you, our readers, without whose support, suggestions, and goodwill this book
would not have been possible. Please keep your compliments, criticisms, and advice coming.

The Reference Press Mission Statement

1. To produce business information products and 3. To continually expand our range of products and
services of the highest quality, accuracy, and services and our markets for those products and
readability. services.

2. To make that information available whenever, 4. To reward our employees, suppliers, and shareholders
wherever, and however our customers want it based on their contribution to the success of our
through mass distribution at affordable prices. enterprise.

5. To hold to the highest ethical business standards,
erring on the side of generosity when in doubt.
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ABOUT HOOVER’S HANDBOOK
OF AMERICAN BUSINESS

n 1990 we at The Reference Press broke new ground with the first annual publication of

Hoover’s Handbook. This book, the first widely distributed, reasonably priced, easy-to-use

annual reference book on major companies, was an immediate success. Last year we added
more than 100 company profiles and 65 country profiles, splitting Hoover’s Handbook into two
books, Hoover’s Handbook of American Business and Hoover’s Handbook of World Business.

The book you hold in your hands covers companies based in the United States. Hoover’s Hand-
book of World Business covers companies headquartered outside the United States. The only com-
panies included in both books are the Big Six accounting firms, whose global presence is pervasive.
This year we dropped most of our not-for-profit enterprises and a few companies that are no longer
independent (e.g., Square D and Security Pacific). We have used this opportunity to expand our
coverage of American companies, especially the young growth companies. Additions this year in-
clude AMD, Domino’s Pizza, Lands’ End, United States Surgical, and about 25 others. Additions to
and deletions from last year’s book are noted on the Contents page. We plan to continue adding
companies and invite your recommendations. Of course, every profile has been completely revised
to bring the events and statistics up-to-date.

We believe that anyone who buys from, sells to, invests in, lends to, competes with, interviews
with, or works for big companies should know about those companies. Taken together, the two
Hoover’s Handbooks represent the most complete source of basic corporate information readily
available to the general public. We have gone to great effort and expense to provide you with a
concise, accurate, and timely guide to business. The key items in each corporate profile are
highlighted inside the front cover of the book.

This book consists of 4 components:

1. The first section, “Getting the Most Out of Hoover’s Handbook of American Business,” reviews
the basic concepts of business, from principles of strategy to measures of performance. We also
describe the contents of each profile in the book and recommend other sources. We have also
provided a special section on employment trends in the companies covered in this book.

2. Next we have included “A List-Lover’s Compendium,” which contains lists of the largest
companies in the book and lists of the largest companies in various industries.

3. The third and most important part of the book contains the profiles themselves — 500 profiles
of major enterprises, arranged alphabetically.

4. The book concludes with three indexes: (1) the companies organized by industry groupings,
(2) the companies organized by headquarters location, and (3) the main index of the book,
containing the names of all brands, companies, people, and places mentioned in the profiles.

As always, we hope you find our books useful; we invite your comments: by phone, by fax, or on
the postcards at the back of the book. ‘

The Editors
Austin, Texas
August 17, 1992

N T L e L A B i o i e S e A R A B A R 7 S L A i e A M W\ T . (TR T 1
8 HOOVER’S HANDBOOK OF AMERICAN BUSINESS 1993



Getting the Most Out of
Hoover’s Handbook of

American Business

ecause of the pervasive nature of business corporations, we at

The Reference Press believe we can all benefit from a better

understanding of these giant enterprises. Certainly, if we are
thinking about buying stock, we need to know what to look for, how to predict
which businesses will be successful, and how to judge and measure the
performance of a company. But it is becoming equally important to judge the
performance of corporations as employers, suppliers, and customers. We can no
longer assume that, just because a business is big, it is permanent, or that it is a
secure place to work. Most of us were born into a world where “the Big Three”
meant GM, Ford, and Chrysler; within 10 years, we may find that Asia and Europe
each has one of “the Big Three,” perhaps all three.

Thousands of business strategists, analysts, journalists, and managers spend
their lifetimes trying to figure out what’s important in business, what separates the
winners from the losers. Thousands of books and articles have been written on
topics from management methods to marketing tactics. While Hoover’s Handbook
does not pretend to be a textbook, we believe the book will be most useful if you
have a basic grasp of the key issues in business.

In the following pages, we've tried to explain concisely and clearly some of these
concepts.

e First, we address the big picture — the study of why businesses do the things
they do. This approach is called strategic analysis or economic analysis.

e Second, we look at financial analysis — the study of the financial performance
of businesses. This section also touches on significant concepts useful to
investors.

e We then describe how to use each profile and its components.
e Next we include a brief section of recommendations for further reading.

¢ Finally, we conclude with our analysis of employment trends at American

companies.
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THE BIG PICTURE

“An enterprise,
whether private or
public, for profit
or not, is simply a
group of people
who have joined
together in
pursuit of a
common goal.”

10

ENTERPRISES

I he 500 organizations profiled in this
book are best described as enter-
prises. Some are large, with bold objectives.
Most began with more humble goals. These
enterprises deliver a variety of products and
services, from ketchup to hammers, from
accounting to oil exploration. We have in-

cluded both public and private companies.

Each began in the mind of one person or
a small group of people. To have made it to
the size and influence required to be in-
cluded in this book, they must have enlisted
more people over time. To one degree or an-
other, these people must share the same un-
derlying goals. For an enterprise, whether
private or public, for profit or not, is simply
a group of people who have joined together
in pursuit of a common goal.

Business Enterprises

Governments usually get most of their
funds from taxation. Universities and reli-
gious and service organizations generally
rely on the charitable instincts of people
who share their interests. By definition,
business enterprises are funded by private
capital. These enterprises cannot rely on
taxation or on charitable solicitation. In-
stead, they must find investors or lenders.
The most fundamental source of financing
for private enterprise is equity capital (sell-
ing stock), which is further described later
in this section.

In order to persuade people or financial
institutions to invest their savings in a busi-
ness enterprise, that enterprise must offer
the promise of a financial reward, or return.
While this book is full of stories of success-
ful enterprises, others here have not been
good investments.

When industry began evolving from indi-
vidual craftspeople and cottage industry,
requiring larger groups of people to maxi-
mize the technology of the Industrial Revo-
lution, business was usually financed by
people who already had a great deal of capi-
tal: often those who had inherited land from
their feudal ancestors.

As more and more individuals, such as
small merchants and skilled craftspeople,
began to prosper from this revolution, there
was no way for them to readily participate in
large business ventures, other than by
working for a paycheck. Members of this
new middle class, with modest savings,
could not become part owners of a major
enterprise. While they were interested in
participating in the profits of these enter-
prises, they could not afford to take the
risks involved.

The most traditional forms of business
enterprise are the sole proprietorship and
the partnership. In a sole proprietorship,
you put everything you own at risk. If your
business goes broke or gets sued success-
fully, you can lose your house and all your
other personal property. The same is true of
partners in a general partnership. Even if
you put up $5 and your partner $1,000,000,
people owed money by the partnership can
come after you for everything you’ve got.
This high level of risk prevented small
investors from sharing in the success of
great enterprises.

The Corporation

It seems a natural evolution that society
figured out a way around this. The idea of
incorporation is that a business enterprise is
an entity unto itself, that the individuals
putting up the money are not personally
liable for all the debts and problems of the
enterprise. If you buy stock in a corpora-
tion, your risk or liability is limited to the
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amount you invest. In the US, we use the
terms corporation, incorporated, or com-
pany; in France, the equivalent of "anony-
mous society" (SA); and in the United
Kingdom, public limited company (PLC),
stressing the limited-liability aspect of the
corporate entity.

When the concept of the corporation was
first invented, it was considered revolution-
ary. Even economist Adam Smith thought
the concept was a fad that would not last,
one of his few obvious errors of prediction.
Today, the corporation is taken for granted.
Many of us who work for corporations un-
derestimate the power of this invention.

The concept of incorporation, in what-
ever language, has allowed millions of
people to share in the fruits of enterprise,
whether their own enterprise or that of
others. The corporate form of business
organization has allowed massive projects
to be undertaken and new ideas to be tried
— ideas that would never have seen the
light of day were they dependent on taxes,
charity, or the willingness of sole propri-
etors and partners to risk everything
they had.

The business corporation pervades our
lives. Most of us work for one, be it large or
small. Virtually everything we consume
comes from one. And whether we buy stocks
or bonds directly, put our money into mu-
tual funds or pension programs, or loan it
to banks or life insurance companies, much
of our savings ends up financing business
corporations.

THE ROLE OF
DEMAND

A ny understanding of a company
must first start with a basic grasp of
the industry in which the company com-
petes. And that industry perspective starts
with the demand for the products or ser-
vices produced by the industry. In looking
at any company, 3 questions must precede
all others:

1. How much of the product or service do
people (or other companies) buy?

2. How much of it do they buy from the
enterprise under consideration, com-
pared to what they buy from competi-
tors (what is their market share)?

3. How easily can customers substitute
some other product?

All products, from diamonds to bread,
have unique characteristics, but none is as
important as these 3. All companies have
their own attributes, as discussed in the
following pages, but none is as critical as
these 3.

The nature of the soap company, whose
products almost everyone uses, is different
from that of the jet engine maker who sells
to a few. The maker of specialized orthope-
dic shoes looks at the world differently than
the mass producer of sneakers; he or she
faces a different world. If your company has
a market share leader like Kodak film or
Heinz ketchup, the challenges are vastly
different from those for a new, young com-
petitor. Most business enterprises have
products that are well established as well as
new, experimental products. The makers of
slide rules found out the hard way that their
product was replaceable when the more
powerful but inexpensive pocket calculator
came into being.
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“At one time the

telegraph and the ’

telephone were
competlitors;
railroads and
airlines fought
over passengers.
In each case,
correctly picking
the survivor paid
off for investors
and employees
alike.”

12

What answers should we look for to these
3 questions? While each case is unique, a
company is generally in pretty good shape
if everybody uses lots of the product,
doesn’t buy it from anybody else, and can’t
substitute anything for it. Aside from
government-endorsed monopolies like elec-
tric utilities, we can’t think of any case in
this book in which a company can respond
to all 3 questions with such strong answers.

That is what makes business such a chal-
lenge for the people who manage it.

Changing Demand

Of equal importance to the 3 answers is
the trend in the answers: in other words, for
each question, is the answer this year the
same as the answer last year? Is the answer
getting better or worse? A lot better or a
little better? A lot worse or a little worse?
To understand the direction of change over
time (better or worse) and the rate of
change over time (a lot or a little), we can
rephrase the 3 questions:

1. Are people buying more or less of the
product or service each year?

2. Is this firm’s market share rising or
falling?

3. Are people more often substituting
other products, or is the product becom-
ing more entrenched?

The direction of change (up or down) is
the starting point here. A company with
rising demand for its products, such as one
that makes personal computers, has a more
promising future than the maker of black-
and-white TV sets. The company with a ris-
ing market share (Toyota) is headed in a
better direction than the firm that’s losing
share (General Motors). At one time the
telegraph and the telephone were competi-
tors; railroads and airlines fought over pas-
sengers. In each case, correctly picking the
survivor paid off for investors and employ-
ees alike.

Any analysis of trends must also pay at-
tention to the rate or relative size of change.
For example, suppose your company
shipped 9,000 items last year and 10,000
this year and crows about the increase of
1,000 to all within earshot. But are you lis-
tening to the competitor who went from
1,000 to 2,000 in the same period of time?
Next year, will they just gain 1,000 again, or
will they double again, to 4,000? Any analy-
sis of change must focus on the percentage
rate of change, which was 11% (increased
by %) for your firm but 100% (doubled) for
your smaller competitor.

The Customer

Whether we look at the absolute level
(how much) or the rate of change (what
percent), understanding demand is the
starting point for understanding any enter-
prise. For those charged with the task of
managing an enterprise, this means that
nothing is more important than under-
standing the customer and the customer’s
needs.

We believe that the managers of the suc-
cessful enterprises in this book generally
follow 3 simple rules with regard to their
customers:

1. These managers put themselves in the
shoes of their customers and follow The
Golden Rule: they treat their customers
the way they would like to be treated.
They use, and believe in, their own prod-
ucts. When Michael Dell starts using a
Compaq computer, it’s time to sell your
Dell stock.

2. They go out of their way to know the
characteristics of their customers.
Where do they live? How old are they?
How much money do they make? How
much schooling do they have? Are they
single or do they have families? If cus-
tomers are individuals or families, the
answers to these demographic questions
are discovered by conducting market
research (e.g., surveys) and by studying
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the census. If customers are other busi-
nesses, many of the answers are in this
book.

3. These managers do everything in their
power to ensure that potential custom-
ers know that the company’s products
and services exist, and know where to
find them.

Once we understand the demand for a
company’s products and whether the firm is
gaining or losing market share (and at what
rate), we can look at the other ways in
which industries and companies differ.

COMPARING
INDUSTRIES

Each industry has its own unique set
of characteristics that go beyond
basic demand and that affect every company
in the industry.

Cyclicality Versus Stability

The home-building industry goes up and
down with mortgage interest rates and
other factors. Stockbrokers prosper in good
markets and lose customers after crashes.
On the other hand, the demand for tooth-
paste and shoes is pretty reliable. The cycli-
cal company must be prepared for the
natural cycles it will experience; Coke is
more worried about market share and Pepsi
than about year-to-year swings in total soft
drink demand.

Business Products and
Services Versus Consumer
Products and Services

The skills required by Walt Disney are
vastly different from those required by Cat-

erpillar. Selling millions of $6 movie tickets
or $19.95 videocassettes is a radically
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different proposition from selling bulldozers
at $500,000 apiece. Cat requires fewer but
longer sales calls; Disney announces its
products with ads and opens the doors.
Disney doesn’t even know the names of all
of its customers. Some companies with
expertise in selling to businesses have tried
and failed to sell to individual consumers,
and vice versa.

Different Price Points

There is also a big difference between
selling $10,000 cars and $50,000 cars and
between selling $300 washing machines and
rolls of toilet paper. Marketing skills dem-
onstrated in one area may not be successful
at different price points. Higher-priced
items usually require more effort per sale
on the part of both buyer and seller than
small, inexpensive things.

Commodities Versus
Differentiated Products

When you buy gasoline, you know pretty
much what you're getting. Commodities are
simple products, often made in huge quan-
tities by many firms. Usually, the most im-
portant factor in picking whom you’ll buy
from is price. Texaco couldn’t sell gas at $5
a gallon next door to a Shell station selling
it for 50¢. At least Texaco wouldn’t sell
much. However, determining the difference
between Levi’s 501s and Wrangler boot cuts
is much trickier. Individual emotions and
tastes come into play. The two products do
not appear the same to the consumer. Nov-
els by James Michener are not exact substi-
tutes for those of Sidney Sheldon. Most
companies in this book try to differentiate
their products from those of the competi-
tion; some are successful and some are not.

There are many other ways that indus-
tries differ; the 4 listed above are among the
most common. There is nothing inherently
good or bad about a cyclical industry or a

HOOVER’S HANDBOOK OF AMERICAN BUSINESS 1993

“The skills required
by Walt Disney are
vastly different
from those required
by Caterpillar.
Selling millions

of $6 movie

tickets or $19.95
videocassettes is a
radically different

. proposition from

selling bulldozers at
$500,000 apiece.”

13



