RO ~ AMERICAN BRAKEBLOK DIVISION

o
R  TROY OFFICE
. .Jdanuary 27, 1969 (/{
Messrs., L. H. Evans /‘~. . S

C. B. Mallory
F. E. Tayler _
- 'H. Troester -

©woerE.

Attached hereto is a draft copy of the “Corporate
Strategic Plan" for your. advanced information. : e

‘ . We will be ekpécted to present, -from this Division,
a Five-Year»StrgtegiciPlan by June l, 1969.

This copy, as I said, is just advance; more spec;f;c
instructions will -come out .in the future---we will be expected
to set up over-all objectivés and plan how to reach them over
the five year period, including our dollar needs for plant
and equipment--~-people needs, etc.---we will be expected to
express alternative plans and explain why we select the one
‘"route which we decided upon~--we will be -expected to. evaluate
our people including their strengthz and weaknesses---hopefully
to assist us on this we will have orn’ hand our Corporate Strategic
Plan in final form as a better lead as to how we are g01ng to
accomplish it. . .

\\S@\-
D. K. Rennie
/mlc
" Encl.

cc: M. B, Terry -~ Encl.
-P. ‘Weber, Jr. - Encl.
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. CORPORATE STRATEGIC PLAN

Introduction

IR I R AR IR E IS TORF- S SYMR AN I 1S O B O SN

If anything is certsin today it is that we live in a world of rapid and

continuing political, social, economic, technologicel and i_ndustrial

change.” in-this envirofiment e managedent Wust Yave & ¢lear’ undédstanding

of the fundamental purpose which justifies ﬁhe continuing existence of

the business it ,ogez:_aige.:s.' L Hith tlz'is kxjpglgdge it can t:her.x_dz;gan.izs Yo .
reacf. to chﬁnge anq to degloy ité principal resources and to mershel its
- main efforts in purguit' of this purpose. It is the object of this plan
%o provide en e;cpliéi't'étatement'of tne Abex corporate purpose and from
this to define corporate objectives and then provide the brosd corporate

strategy for echieving thex-s_e ojbje-ctives_. . . N P

Ten .
Abex Corporate Purpose

.
- e s R L P SPY

t‘:"’.; vaT S Y, . - =

1. Abex is a wholly owned sn‘bsi.'diaz:y of Illinois Centrsl Industries, a
publicly owned corporation. It is orgenized and operated worldwide
to give'ité owners an opportuiity for profit ‘thfough sharing in~ °

Y SIS AR UL LR LI PRt
earnings ‘and éapital appreciation, .

. . .. s P4 et a3 3, 3t . ot Sl s
2. The ‘success-of Abex depends fo'a larg’e “extent on the 'skills, "co-

e T N I YT e DT R o~ A b T, cgr o2 .
operation) ‘integrity and loyslty of ité Smployées, therefore “an” *

e aP e Metfer 3 g Trest, . ‘
Abex émployee is a ﬁggt mﬁortant‘a.sset. The company will strive to

provide for its .employees ,an environment .vhich .offexs Yotb security
IR : Tor = TG To vt e PR cea o= - e .
and challenge and vhich pramises a healthy future through growth
and resultinog opportunity. ‘
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Page Two
3. Abex is a product of our free enterprise gociety and depends on

) K <., - AR)

. b B e
corporate existence possible. ‘l'he company will participate at
v e M2 p ¥ o Y U7, ,l( [0 Clraa pre o SV G¢- TR - PR e
local, state and national levels ‘in programs which support and
Fradpe . LTI agifcet AN
fnprove this society. ~ 1y » 11 ~ go _igs. '
e aipge BT ooz Q;“J'*'?L.
1 St g#caodn oz, o IOFRTIINN - .
Sumrary of Corporate Analysis : L el cmerme eRT e Ce g
An enalysis .ofiAbex, reviewing ‘.both‘the past and the projected future
and considering orga.nization, financia.l perform&nce s research and-ew: se ¢ Gr I
3 - (AR v Ceel 4 . '\' b1 - *'e . ‘. -
develo;nnent, product mix, ma.rkets s growth, employee relations _ami“"-" cer ey
AN -  teg y .- . .. . .
corporate affa.irs produces the following information.
R L SRl empedt YRR T

$ L e o g e R LI

Cozp_gre.te Orgenization

- Abex is a subs:.diary of D_‘Linois Central Industries and ismrganized&-—ﬂ!'-' -

~ . ! i, FEE) PR \_- L v o se 8 e, A g =

as en opera.ting compa.ny with opera.ting divisions reporting to’ group: ==

R T s ! a-c

2y -~ - PR

vice presidents who in turn report to corporate management. .Staff -7 :s-

functions are ‘largely responsible “for ssupporting ‘the ‘opereting

= ¥ cayed-: X ud
groups with.special services. =~ -:2.

TesrgeallT v e

Sest e ML RS L2 “\- ) \“-’ 2t T "- <
- The orgenization.ip. not, yet, desig;e;d 1%0’\153 modern data processing
Ty Lt e .,
techniques for information and control. '
S R U T B U T B T WP O R -TH ILE S M R
Financial '
PR D - I AR A D CRSTRASS L ARUET LEN EET L S 'S ‘
- In the past Abex bas provided its. sha.reholders with a steady b, ‘5
. .. LT L‘-,_c Loy pred i ‘tl.("'-‘u T A

LR, 1N

to 5 ra.te of retum on their invesltiment‘. 'I'he price of its shares

“ o

- H .

has increased at the slow rate of 3.24 per year compounded over the

" last five years (1968 excluded). The price earnings ratio of the

stock has remained a low 10 or 11 prior to its merger with ICI
SPNY 006028
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‘Pagé Three

Abex growth in boti: shipmen'ts ‘and eé.rnings 15"1‘orecast to slow down.

T * A} . . . ‘W - .
This slowdown will de even greater if Wellman is divested.

ne ., 1 e
'rhe average return on equity ea.rned ‘by Abex is lover tha.n tbat

earned by companies in comparabl'e 1ndustr1es ’1.e. 9 - 10% versus
b D ERYR L S

[ T S AR

. [CELE S

In 1967 Abex derived 8.5% of ité shipments from its international

bnsiness (Ca.nada. excluded) where it em_ployed 12.64 of its capita.l
This business opera.ted at a loss.

~ .

.« = st

Abex has not increesed its long term debt during tﬁe six year

period 1962 through 1967 ﬂor.does it currently plan to increase

. this dsbt through 1972 as evidenced by the 1967 5 Year Strategic

Flan.,

- . e eas
[} L . . .

) - LR S . -~

Markets end Products

Seven industries buy 75% of Abex U. S. and Capadian output.

- P '!'. b Tt - &o- '1 PR . . .
Three industries buy 54% ‘of Abex U. S. dnd Canadien ‘output.’
Lo %

Ra.ilroa.ﬂs are t‘be largest Abex customer end they bw 27% of Abex

203 - -

u. ! ana Canad:.a.n cutput “Gilce as mch 'as either of the next: | -

s e, e Lo

two la.rgest customers, Construction Machméry and Afircraft.

Ra.i.lroa.ﬂs and a-ailroad suppliers-together yy one third of Abex

PIACIEL E-
e

uU. S. aml Canedien output.

it R L RO R NS LR
Construction mechinery and equiyment manufacturers (14¥) end
aircraft manufacturers (13%) arel the second end third largest
buyers of Abex products. |
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Page Four

'7'57’ of Abex 1967 internztional shipments were in the h&dra‘uhcs

and eutomotive brake lining markets.

Five yea.r growth ;;t;s i:oréc;a‘st tfor the ;e;en' most 1mportant Abex

fustomer‘ irzdustries ‘i.n' 'the‘:U“S\.‘ ;verage about 3. 8 in con:stan‘t

do].lz:.rs vers\:s 4.74 fértthe“m'u;';;d ;%;_’f;r ]End;xstrl;:l ’Pr‘o'd-uctd;on

aspro;i;ctedbyMcGra\‘f;l;n.l e R T e
-~ 1 omac Tt TPl gy NI el w

Appro:d.m&.tely 70% Bf -Abex products are-sold to capital goods

industries.

. Research and Develouwment

1

.

-

Research at Abex is largely directed a.t product and process

~ .

develop:nent and improvemenu for the ve.nous divisions. Tlus ’

L o Rl —— A

effort is ca:rried out in both cerporate and leiSIOD laborar.ones.

13 < e -1y

. It is funded by the thvisions. There are a few corporately funded

resea.rch progrems” directed towards- _.goals which are tooilorig range
to obtain divisional funding., Little resemrch is being directed
towards broadening the compeny's® xﬁrpduct‘-«—‘mar);et -mikx in new-

- .
g . LS

ma.sl ‘.' . ’ ‘.‘ ‘: .‘\ ~et . K " d

Bmployee Relations "«s “+ fateie whel T wegen ol

$ S “ v te ye Lo

o . . T AN PLARY il S T o § -ANPY I R0 TS

Abex ha.s |n above average program of employee benefits relative
%o”t‘hbhe companiss ih éimila!“bﬁsine’sses." S PR A5

(IR . . -
- rv' ol I

AR IR 3 E AT D U I
Abvex is ha:ving difficulty in attracting and holding highly

qualified young employees for manegement trainee and junior

- management positions, although salery compensation is edequate.
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Pege Five

- mployeé turnover is a seriouz_s problen in many of the hourly wage

. categories Where the nature of the work entails aifficult working
conditions. : . . ‘
P %0~ . Tl v Ay LS .
Corporate Affairs = =’ v. o Palem ettt e

- . '.C - A_: . -c' R - " . ~ ) . -

- Ih the last few years Abex has placed increasing empha.sié on the
‘Tield of cdrporate affai¥s.” Contributions to the United Fund, - *~ '
Variou’ health and welfare agencies, hospitals and education are
made through the medium of the Abex Foundetion. Abex participetes

.- ¢t T

in the President' "Plans for Ptogress ngran'x".v The company

'
-2 *

. 1nforma.lly cooperates with the National A.L‘liance of Businessmen and
the Labdr Departmeut on the “JOBS" program A start has béen made
in the ﬁeld of urban aﬁ‘airs by working on local air pollution

problems and participating in a few Urban Coelition progrems. -
. . 2 - . - . T N A _ . A
Ty - ERR A oo ER AT S .

Conclusmns From Cozyorate Analysis

3 . . .
ERN .

- Abex organization structure is not whol.ly de’signed to provide for “

) an active corporate developnent and acquisition progranm.

[ I

- Avex markets are forécast ‘to grow et a rate slovwer than the GNP
and the FRB Industrial Production Index over the next 15 yeers end

Abex real shipments and earnings are forecast io grow more slowly

than they have during the last five years. . )

- fbex has not yet achieved a satisfactory ret.urn from its inter-

national business.

-~ Abex product mix is concentrated in the caﬁital gdods markets which

are sensitive to business cycles. SPNY 006031




Page Six
- Abex hes been less profitable during the last five years than its
customer industries.

~ Abex is not melting full use of its debt capecity.

- Research and development at Abex is adequate to support divisional

short term goals.

- Abex corporately i\mdéd research and development is given little
emphasis end.is not directed fowa.rds broadening the company product -

market mix in new ereas to provide a bese for corporate growth. -

« Abex has a satisfactory employee benefit program and generally good

Jebor relations.

&

- The Abex progrom for attrecting end de\ieloping young menagement

trainees is not functioning properly.

- High employee tt:rnovér exists in many Aﬁex plants, where working .
conditions are difficult. A

- Abex is increasing its involvement in public and private attempts’

to solve the eriticel social problems of our time.

Corporate Objectives

In order to develop a corporate strategy it is necessary to have a set

. of corporate o'bjec{:ives which in turn depend on basic corporate purpose
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" Page Seven

an analysis of corporate strengths end weaknesses. These objectives

as follows:

.Achleve 400 million dollars in shipments in 1973 from current Abex

businesses. : -

Achieve 36.5 million dollars in Lrgzga_x_ earnings in 1973 from current

_Abex businesses.

"Increase Abex shipments in 1973 by 2 minimum of 150 million dollars
through acquisitions.

Increase Abex pre-tex earxiings in 1973 by & minimm of 18 million
dollars through acquisitions.

Reduce reliance on capital goods markets to 50% of net shipments

through diversificetion.

‘Provide within Abex a capability for corporate development and
diversificetion via ecquisitions.

| Diversify in*bo businesses which are projected to grow more rapidly

than Abex es currently constituted.

Utilize corporate funded research and development where feasible to
further corporate diversification and growth in selected areas out-
side of normal divisional interest.

Apply modern data processing techniques to achieve improved operaling

control as Abex expands and becomes increasingly diversified.
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. Pege Eight
-~ Maintain employee benefits at sbove eaverage for similar industries.

. . i Corporate Affairs
- 1Increase employment and training of highly qualified younger

employees and provide for their piacement throughout thelwddmmrares of busine:

. lisison with governme:
- Reduce turnover of hourly paid employees. ’ '

to our verious opereat:

- Increase participation in corporate ;ffaifs. .
. . .. - Encourage varticipati.

i - —

. L -
MRS I A A
\c..x- Yearst et g

sctivity.
Internal Growth K

. - Achieve eguality of e
- Continue and improve division long range planning. Use five year

) . quelified peOPIE-
time scale with fifteen year trend awareness.

: . - %ithin reason hire an
- Identify and support divisionel growth ereas.

empioyzd.

- Increase corporate management empha.sis on growth and in conjunction

- Correct or eliminate
vith division menagement develop growth targets for divisions.

given to pressing sit
‘This essumes that KCP earnings budgets are also adhered to.

public mnsence nay j
- = Develop a rating system or rationele governing investment in

- Participate in and s
different types of growth producers.

. benefit Abex.
Fast growing ma-rket; (Mainteining share -

s (Larger share
Slow growing ma.rket) (Entry into different

- Chennel higher percentage of new investment into gréwth areas.

Z Make a. thordugh enalysis of Abex international businesses and
develop a detailed program for producing & 10% return on capital

employed in these businesses by 1971l. .Assign a corporate starf -
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Page Nine

_execﬁtiye to‘monitor this'prggran with the eppropriate divisions

" end to develop future opportunities in the international area.

- Divest less successful and low growth businesses replacing with

new successful businesses meeting growth targets.
- Drop marginal and divisive product lines.

- Devise method for monitoring progi‘ess - at first, action milestones;

eventually, shipments and earnings figures.

-~ Devise system of rewards and penalties relating to achievement of

long rahge goals.

External Growth

- Devise and ectively pursue en ecquisition progrem which will result
"in corporate growth in excess of that to be expected from existing

business arees.

- Acquisitions will be chosen to reduce Abex dependence on capital

goods markets.

- Change the corporaté organization to include provision for corporate

development and diversification via acquisitions.
- Develop with ICI a system for making acquisitions.

~ Initiate & research and development proéram vhich, where feasible,
will further corporate diversification and growth in selected

areas outside of normal divisional interest.
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‘ Page Ten

Dats Processing ' ) : T

- Modify the Abex organization to give more emphasis at corﬁorate. '
management levels to the applica.ti.ol;x throughout the compeny of
modern data processing techniques. Devise progrems to provide
éorporate management with the latest forecasting techniques and
'épérating controls and to provide operating management with

- marketing, research end engineering, inventory and manufacturing

' information.

Employee Rel ations

- Continue the current program of continuously monitoring the trends
in employee benefits in similar businesses and improviné Abex

prograns to maintain en above. averege condition.

= Devise a nevw program for attrecting young highly qualifiéd employees
for management trainee and junior msnagement positions. Put
emphasis on management contact, responsibility, challenge and

mobility with strong corporate headquarters follow-up.

- Provide for confinuing corporate staff monitoring and assistance to

operating menagement in the field of labor relationms.

" - Conduct a thorough sf.udy of the hourly paid employee turnover pro-

blem and develop a épecific' progran to reduée its importance.
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Page Eleven

Corporate Affairs

- In the eres of businese - government reletionships establish a closer
1iaison with governmental egencies and elected officisls important

to our various operating units at the local, stete end federal leVel.'.

- Encourage participation of Abex people in. public affairs and political
activity. ‘

- Achieve equality of employment and promotion opportunity for all

qualified people.

- Within reason hire and train disadvanteged unemployed or under-
»
" employed.
- Correct or eliminate sources of pollution with priority attention

" given to pressing situstions where violations of local law or obvious

public nuisance may incur legel sanctions and public recrimination.

~  Participate inAe.nd support organizations and associations which will
benefit Abex. .
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