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TO. J o h n s -M a n v iile  C ase  T ea m
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d ate . A u g u s t  3 1 , 1971
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Boston
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G roup

------- SUBJECT.

T h e se  no tes  a r e  f ro m  a  d is c u s s io n  be tw een  Sy T ille s  and T om  
P y le  of T he B o sto n  C o nsu lting  G ro u p  w ith  D r . M ax S chm idheiny , M r. 
C laus K re is  {M anaging D ir e c to r  of E t e r n i t 's  o p e ra tin g  com pany  in  
S w itz e rla n d ), M r . H an s S to ffe l (an  a id e  to  D r . S ch m idheiny ), and 
M r . R o b e r t  D o rn e r  (M a n a g e r, A sb e s to s  D iv is io n  - A m ian tu s  S. A .)  
o f th e  S w iss  E te r n i t  g ro u p , he ld  on A ugust 13th a t  D r . S ch m id h e in y 's  
v i l la  in  H e r rb ru g g ,  S w itz e rla n d .

M a jo r  P o in ts  o f D isc u s s io n

1. S w iss E te r n i t  saw  J -M  a s  a c tin g  in  a v e ry  u n co o rd in a ted  
w ay .

E v id en ce :

-  hand ling  of o r ig in a l c o n tra c t  n e g o tia tio n
-  th e  A dvo ca te  m in e  c o n tro v e rsy
- J -M  p u rc h a s e s  of b lue  f ib e r  f ro m  Cape
-  th e  B e lg ia n  p ro b le m

in lig h t of th e ir  
being  th e  la rg e s t  
b u y e r of a s b e s to s  
f i b e r .

2 . W hile S w iss  E te r n i t  saw  J -M  a s  a  p a r tn e r ,  they  
w e re  so m ew h a t d is c o n c e r te d  by th e  fa c t th a t  J -M  
a p p a re n tly  d id  not v iew  th e m  in  th is  w ay .

3 . S w iss  E te r n i t  w as c o n c e rn e d  abou t th e  s ta tu r e  of 
th e  p e r s o n  w ith in  J -M  w ith  w hom  th ey  w ill d e a l .  
T h ey  w an t to p - le v e l  c o n ta c t w ith  J -M , som eo n e  
w h o se  p ro m is e s  a r e  b acked  up . T hey  fe e l th e i r  
p o s itio n  in  th e  w o rld  a s b e s to s  m a rk e t  ju s t i f ie s  i t ,  
and  th e y  a r e  fu lly  p re p a re d  to  r e c ip ro c a te .

4 . E te rn i t  v iew s J -M  a s  a  " s le e p in g  g ia n t"  th a t  does
no m a rk e tin g  and is  v e ry  s u sc e p tib le  to  th e  v a g a r ie s  
of th e  m a rk e t  p la c e .

G-1Ô9 1-68 MT 011397



SUBJEpT:
PACE 2

T he E te rn i t  G roup

A sb e s to s  c e m e n t o u ts id e  th e  U .S . i s  la rg e ly  d o m in a ted  by the  
E te rn i t  g ro u p . T h is  g ro u p  c o n s is ts  of co m p an ies  in  ea c h  of th e  con ­
tin e n ta l  E u ro p e a n  c o u n tr ie s .  T he tw o p r in c ip a l  c o n tro llin g  g ro u p s  
a r e  th e  S w iss  S ch m idheiny  fa m ily  ( s e e  A ttach m en t) and th e  B e lg ian  
E m se n s  fa m ily . A F re n c h  g ro u p  h a s  a  m in o r  p o s itio n . T he G e rm a n  
E te r n i t  com pany  (in  w h ich  J -M  h a s  a  10% s h a re  and h a s  re p u te d ly  
e a rn e d  a  huge re tu rn )  is  d o m in a ted  by th e  S w iss  g ro u p . T he B e lg ian s  
c o n tro l H o lland  and  F ra n c e .  O u ts id e  of E u ro p e , th e  S w iss g ro u p  
c o n tro ls  th e  M id d le  E a s t ,  C e n tra l  A m e ric a n , and n o r th e a s t  p a r t  of 
South A m e r ic a  (B ra z i l ,  C o lom bia , E c u a d o r , e t c . ) .  T he B e lg ian  
g ro u p  c o n tro ls  th e  r e s t  of South A m e r ic a  (A rg e n tin a , P e r u ,  U ru g u ay ). 
In  South A m e r ic a  i t  is  c u s to m a ry  fo r  th e  o w n ersh ip  to  be  d iv ided  
th r e e  w ay s: S w iss g ro u p , B e lg ia n  g ro u p , and lo c a l p a r tn e r ,  In  each  
c a s e ,  th e  c o n tro llin g  E u ro p e a n  g ro u p  w ill  have  60% of th e  n o n - lo c a l 
o w n e rsh ip  and  th e  o th e r  E u ro p e a n  g ro u p  40%. '

T h e re  s e e m s  to  be no s in g le  c e n t r a l  c o o rd in a tiv e  ag en cy  fo r  
th e  w ho le  of E te r n i t .  In  fa c t ,  th e  re la t io n s h ip  b e tw een  th e  S w iss 
E te r n i t  g ro u p  and  B e lg ia n  E te r n i t  g ro u p  s e e m  q u ite  a rm s le n g th .
M r .  S ch m idheiny  po in ted  ou t th a t the  B e lg ian  g ro u p  is  ab o u t to  go 
th ro u g h  a  t r a n s i t io n  of m a n a g e r ia l  g e n e ra tio n , and i t  i s  no t ye t 
c le a r  w ho w ill  e m e rg e  a s  th e i r  u n d isp u ted  le a d e r .  G iven  M r . 
S ch m id h e in y ’s age (63), i t  is  q u ite  lik e ly  th a t  in  th e  n ex t 5 -7  y e a rs  
th e  s a m e  th in g  w ill o c c u r  w ith in  S w iss  E te r n i t .

F o r  p u rp o s e s  o f d ea lin g  w ith  f ib e r  p ro d u c e r s ,  th e  B e lg ian s  
h an d le  Q .A .M .A .  p ro d u c e r s ,  w h ile  th e  S w iss d e a l w ith  T u rn e r  & 
N ew all, C a s s ia r ,  B e ll, th e  R u s s ia n s ,  and th e  S . A fr ic a n  p r o d u c e r s .

D u rin g  th e  l a s t  40 y e a r s ,  th e  ro le  and s ta tu r e  of S w iss E te rn i t  
h as  changed  s u b s ta n t ia l ly . M r . D o rn e r  p o in ted  out th a t d u rin g  and 
s h o r t ly  a f te r  W o rld  W ar II th e i r  o w n e rsh ip  p o s itio n  w ith in  th e  
E u ro p e a n  E te r n i t  fa m ily  had gone f ro m  a ro u n d  3% to  a ro u n d  50% 
in c lu d in g  20% of th e  B e lg ia n  g ro u p . T he B e lg ian s  a r e  p ro u d  and 
r e s e n t  th e  d o m in an t ro le  of th e  S w is s .

D r .  S chm id h e in y  a s s e r t s  th a t  o v e ra l l  E te r n i t  i s  l a r g e r  than  
J -M  and is  g row ing  a t  a ro u n d  5% p e r  y e a r .
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F ib e r  Supply a s  S een  by S w iss E te rn i t

B e fo re  W orld  W ar II , a l l  o f S w iss E te r n i t 's  f ib e r  su p p ly  cam e 
f ro m  R u s s ia  and f ro m  T u rn e r  & N ew all. D uring  th e  w a r ,  both  s u p p lie rs  
cu t off E t e r n i t 's  s u p p lie s .  .

A f te r  th e  w a r ,  th e y  d ec id ed  to  s p re a d  th e i r  s o u rc e s  of supp ly , 
and  c o n ta c te d  J - M . In  ad d itio n , th e y  in te g ra te d  b a c k w a rd s  w ith  the 
p u rc h a s e  of m in e s  in  South A f r ic a  and  in  R h o d es ia . T hey  now p ro ­
duce 50% of th e  w o rld  ou tpu t of b lue  f ib e r .  T hey  se e  th e i r  o w n ersh ip  
in  th e s e  m in e s  a s  supp ly  in s u ra n c e , ev en  though th ey  d o n 't  c u r re n t ly  
u se  m u c h  of th e i r  ou tpu t. (A p p a ren tly  th e  B e lg ian  g ro u p  opposed  
th is  in te g ra tio n ) .

T hey  re p o r te d  th a t th e re  had b een  a  v e ry  s e v e re  sh o r ta g e  of 
f ib e r  f ro m  1946 to  1958, bu t th a t  a f te r  1958, th e  w o rld  supp ly  s itu a tio n  
e a s e d  so m ew h a t. Up u n til I960 , th e y  bought abou t 1 /3  o f th e i r  to n ­
nage f ro m  J - M . H o w e v er, in  I960 , th ey  beg an  to  a p p re c ia te  th a t 
th e y  w e re  runn ing  c o n s id e ra b le  r i s k s  in  hav ing  v ir tu a lly  a l l  o f th e ir  
f ib e r  com ing f ro m  th e  sa m e  g e o g ra p h ic  a r e a .  They w e re  a t  th a t 
t im e  buying la rg e ly  f ro m  J -M , ASARCO, and A sb e s to s  C o rp o ra tio n , 
a l l  of th e m  in  th e  s a m e  g e n e ra l  area .- (T h ey  o r ig in a lly  beg an  buying 
f ro m  ASARCO b e c a u se  th e y  w e re  c o n c e rn e d  th a t th a t  c o m p a n y 's  
in a b ili ty  to  m o v e  i ts  f ib e r  m ig h t c a u se  i t  to  e n te r  th e  a s b e s to s  
c e m e n t b u s in e s s .)  T hey  w e re  c o n c e rn e d  th a t a  sh ipp ing  o r  m in e r 's  
s t r ik e  m ig h t le a v e  th e m  w ith o u t m a te r ia l .  A s a  r e s u l t ,  th e y  s ta r te d  
to  d ev e lo p  o th e r  s o u rc e s ,  e s p e c ia lly  C a s s ia r  and South A f r ic a .
A n o th e r  i s  R u s s ia  ( th ey  v iew ed a s  id io c y  th e  m a g n itu d e  o f th e  C anad ian  
c o n tr ib u tio n  to  th e  R u s s ia n 's  a b ility  to  p ro d u c e  f ib e r ) .  T hey  in d ic a te d  
th a t  R u s s ia n  f ib e r  w as o ften  a v a ila b le  a t  a p r ic e  abou t 10-15%  below  
C an ad ian  f ib e r  on one y e a r  c o n tra c ts  and th e y  d id n 't  fe e l th ey  could 
le a v e  th is  p r ic e  d if fe re n tia l  to  th e i r  c o m p e ti to r s .  T hey  v iew  the  . 
R u ss ia n s  a s  a  p o s s ib le  s o u rc e  o f m a jo r  m a rk e t  d is ru p tio n .

A th i rd  s o u rc e  is  A d v o ca te , w h e re  E te rn i t  h as  re c e n tly  in c re a s e d  
i t s  o w n ersh ip  to  50%.

A fo u rth  s o u rc e  is  lo c a l m in e s  in  u n d e rd ev e lo p ed  c o u n tr ie s  
w h e re  S w iss E te rn i t  h as  a  p ro d u c in g  p la n t. A s an  e x a m p le , they  
c ite d  C o lo m b ia , w h e re  th e y  h av e  a  p la n t, and w h e re  a  s m a l l  m in e  
w a s  d ev e lo p ed  by N ic o lle tte . H o w e v e r, th e  d e v e lo p m en t of th is  m in e  
re q u ire d  m o re  m o n ey  than  N ic o lle tte  w an ted  to  in v e s t ,  and  S w iss 
E te rn i t  w an ted  to  have the  m in e , s in c e  th e y  w e re  s u r e  th e  g o v e rn m e n t 
w ould  p ro h ib it  f ib e r  im p o r ts  a s  soon  a s  th e  m in e  w as open .

G-1B9A 6-69
WIT 011399



SUBJECT; PAGE 4

A n o th e r ex am p le  w as  B r a z i l ,  w h e re  a  la rg e  d e p o s it  i s  jo in tly  
c o n tro lle d  by both  S w iss E t e r  n it  and  P o n t-a -M o u s  so n , w ith  th e  la t t e r  
hav ing  th e  m a n a g e m e n t c o n tra c t  fo r  th e  m in e s ,

D o rn e r  fe lt  th e re  w ould con tin u e  to  be  a g e n e ra l  sh o r ta g e  of 
f ib e r .  H e sa id  th a t  an  an n u a l in c r e a s e  o f 5% in  f ib e r  co n su m p tio n  
re q u ire d  a  new  m in e  th e  s iz e  o f J e f f r e y  each  y e a r ,  and  he d id n 't  
s e e  w h e re  th is  w as  going to  com e f ro m . H o w ev er, he  f e l t  th a t 
th e r e  m ig h t be a  s u rp lu s  in  so m e  of th e  p o o re r  g r a d e s ,  s in c e  he 
b e liev ed  th a t  J -M  could  undoubted ly  p ro d u c e  m o re  o f g ra d e  7 th an  
i t  w as now se ll in g .

H e  fe l t  th e re  w as  so m e d a n g e r  th a t  th e  J a p a n e s e  could  be an  
u p se ttin g  in flu en ce  on th e  m a rk e t .  H e s a id  th a t in  m a n y  o f th e  p la c e s  
in  th e  w o rld  w h e re  th e re  w as known to  be a s b e s to s  f ib e r  w h ich  had 
no t ye t b e e n  c o m m e rc ia lly  d ev e lo p ed , th e  J a p a n e s e  had b een  th e re  
ta lk in g  up th e  m ag n itu d e  of th e i r  fu tu re  re q u ire m e n ts ,  and  o ffe rin g  
f i rm  c o n tra c ts  as  a  w ay of fa c ilita tin g  fin an c in g . H e sa id  th a t  th is  
w as how th e  A u s tra l ia n  m in e s  had com e in to  p ro d u c tio n , bu t he 
d id n 't  th in k  th a t  th ey  w ould  m a k e  m o n e y . On th e  o th e r  hand , he 
a d m itte d  th a t  once a  m in e  cam e  in to  p ro d u c tio n , i t  v e ry  r a r e ly  shu t 
dow n u n til th e  o re  ra n  out.

A s f a r  a s  M r . D o rn e r  know s, no one had  done a  c a re fu l  s tudy  
of th e  fu tu re  of a s b e s to s  dem and  o r  sup p ly .

M r .  D o rn e r  fe l t  th a t i t  w as q u ite  p o s s ib le  to  m a k e  m oney  w ith  
s m a l l  m in e s ,  and s a id  th a t E te r n i t  w as doing it. He indicated th a t  the 
s e c r e t  of doing so w as  to  have th e  m in e s  in  th e  s a m e  a r e a .  T h is  
m a d e  p o s s ib le  th e  b lend ing  of f ib e r  f ro m  eac h  m in e , w h ich  he fe lt  
w a s  e s s e n tia l ;  and a ls o  m a d e  p o s s ib le  th e  sh a r in g  o f o v e rh e a d  ex p en ses  
su c h  a s  th e  c o s t of head  o ffice  and  m in in g  e n g in e e r s .  A n o th e r e s s e n t ia l  
in g re d ie n t  i s  lo c a tio n  on a  lo w -c o s t la b o r  a r e a .  T h is  o b s e rv a tio n  is  
in  s h a rp  c o n t ra s t  to  th e  fe e lin g s  o f J -M  p eo p le  abou t th e  eco n o m ies  
of s c a le  in  m in in g  o p e ra t io n s .

O th e r Supply O b se rv a tio n s

. T h e re  is  a  d if fe re n c e  of op in ion  w ith in  E te r n i t  a s  to  
how soon  N o rd en h am  w ill  w o rk . B u t th e re  is  
u n a n im ity  th a t  w hen  i t  d o e s , i t  w ill  sp o il th e  ex is tin g  
m a rk e t .  H aving in v e n to ry  a v a ila b le  in  E u ro p e  is
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p a r t i c u la r ly  a t t r a c t iv e  to  E te rn i t ,  enab ling  i t  to  
re d u c e  i t s  s a fe ty  s to c k s ,

. ASARCO (L ake) and  A sb e s to s  C o rp . a r e  both 
c u r r e n t ly  o v e rs o ld .

. T h e re  is  " a s  m u ch  R u ss ia n  f ib e r  a s  you w ant" 
a v a ila b le  th is  y e a r .

A sb e s to s  C em en t

T he o v erw h e lm in g  m a jo r i ty  o f ou tpu t of the  S w iss g ro u p 's  
ou tp u t is  s h e e t- -b o th  f la t  and c o r ru g a te d . T he m a jo r  ap p lic a tio n  fo r 
f la t  i s  fo r  r e s id e n t ia l  b u ild in g . T he m a jo r  a p p lic a tio n  fo r  c o rru g a te d  
is  fo r  in d u s tr ia l  b u ild in g . In  ad d itio n  to  o rd in a ry  la rg e  s h e e ts ,  the  
S w iss  g ro u p  p ro d u c e s  a  f la t  sh in g le  w h ich  s e e m s  to  have w ide acc ep tan c e  
w ith in  S w itz e r la n d . D o rn e r  e s t im a te s  th a t s h e e t is  65% of o v e ra l l  
A /C  p ro d u c tio n  and  85% in  E u ro p e . •

T h e  S w iss  g ro u p  does not u n d e rs ta n d  why th e  a s b e s to s -c e m e n t  
s h e e t  m a rk e t  in  th e  U .S . has  b een  ex p lo ited  so  l i t t le  by J -M . They 
f e e l  th a t  if  th e y  had  been  a c tiv e  in  the  U .S . m a rk e t ,  m o re  w ould have 
b e e n  done w ith  s h e e t .  T hey  h av e  a ls o  b e e n  m o re  a g g re s s iv e  w ith  
p ip e ; n o n - p r e s s u re  A /C  p ipe  up to  7 fe e t in  d ia m e te r  is  m a rk e te d .

A n im p o r ta n t  new p ro d u c t fo r  S w iss E te rn i t  is  A /C  co lo re d  
p a n e ls  fo r  r e s id e n t ia l  c o n s tru c tio n . A sb e s to s  C o rp o ra tio n  f ib e rs  
a r e  id e a l  fo r  th is  b e c a u se  th e y  a r e  w h ite  and g r i t - f r e e .  E te rn i t  
b e l ie v e s  th ro u g h  su ch  p ro d u c t in n o v a tio n  A /C  can  have a  s tro n g  
fu tu re ; in  f a c t ,  th ey  a s s e r t  i ts  p a s t  g ro w th  has  b een  o b sc u re d  by 
im p ro v e m e n ts  in  a s b e s to s  f ib e r  q u a lity  (g ra d e  5 has im p ro v e d  fro m  
55 s tre n g th  u n its  to  70 s tre n g th  u n its  in  th e  l a s t  5 y e a r s ) .  O n the 
o th e r  hand , K re is  w as  c o n c e rn e d  ab o u t th e  im p a c t of e s c a la tin g  f ib e r  
p r ic e s  (4-6%  p r ic e  in c re a s e  p lus 7% re v a lu a tio n  of C an ad ian  d o lla r  
l a s t  y e a r )  en co u ra g in g  su b s titu t io n  o f s te e l  and a lu m in u m  p ro d u c ts  fo r 
A /C  s h e e t .

E te r n i t  e x p e c ts  g ro w th  of 10-15%  p e r  y e a r  fo r  A /C  in  the  
L D C 'S . ‘

I t  i s  in te r e s t in g  to  no te  th a t  E te r n i t  d o es  not v iew  i t s e l f  a s  a 
p ro d u c e r  of bu ild in g  p ro d u c ts , bu t r a th e r  a s  an  A /C  p ro d u c e r .  T hey

G-109A 6-69 MT 011401



SUBJECT: PAGE 6

h ave  b een  u n su c c e s s fu l w ith  PV C  and a r e  c lo sin g  dow n th e i r  T ec h ite  
p la n t. L a te r ,  S c h ra f l (S ch m id h e in y 's  nephew ) to ld  m e  they  w ill d iv e rs ify  
r a th e r  th a n  a t te m p t to  b u ild  a  p o s itio n  in  su b s ti tu te  p ro d u c ts .  H ow ­
e v e r ,  he h o p es  to  p ro te c t  th e i r  p o s itio n  in  c e m e n t and  d ra w s  the  analogy  
to  J - M 's  p o s it io n  in  f ib e r .

S w iss  E te r n i t  V iew  of J -M

S w iss  E te r n i t  fe e ls  th a t  J -M  h a s  b een  a  s le e p in g  g ia n t, u n ­
c o o rd in a te d , and chang ing  i ts  p o lic ie s  w ith o u t ad eq u a te  ex p lan a tio n  
to  i t s  m a jo r  c u s to m e r s .  T hey  b e lie v e  J -M  shou ld  have  one c o o rd in a to r  
fo r  a l l  a s b e s to s  m a t t e r s .  A m ong th e  s p e c if ic  c o m p la in ts  S w iss E te rn i t  
h a s  a r e  th e  fo llow ing:

1) T he f ib e r  supp ly  c o n tra c t: In  I960 , E te r n i t  b eg an  lo n g - te rm  
c o n tra c ts  w ith  a  few  s u p p l ie r s .  T hey  sa id  th a t th re e  y e a r s  ago they  
r e c e iv e d  a  u n i la te r a l  r e v o c a tio n  of th e  supp ly  c o n tra c t  th a t  th ey  had 
w ith  J - M .  T h re e  y e a r s  n o tice  w as  re q u ire d ,  and th is  w as g iven  by 
J -M  w ith o u t any  a t te m p t to  ex p la in  w hy th ey  w e re  doing so , o r  w hat 
a l te rn a t iv e  supp ly  te rm s  th ey  w ould p r e f e r .  T h e se  supp ly  a r r a n g e ­
m e n ts  a r e  c u r r e n t ly  being  con tinued  on an  in te r im  b a s is ,  bu t E te rn it  
r e m a in s  p u zz led  ab o u t J - M 's  b e h a v io r . E v en  m o re  puzz lin g  w as th e  
1 1 / 2  y e a r s  w h ich  J -M  took  to  r e j e c t  a  p ro p o se d  re n e w a l a t  h ig h e r  
p r i c e s .  T he l a t e s t  p ro p o s a l i s  to  con tin u e  th e  old c o n tra c t ,  bu t
w ith  E te r n i t  p u rc h a s in g  a  g r e a te r  s h a re  of i t s  re q u ire m e n ts  fro m  
J - M . E te r n i t  v iew s th is  a s  a  fo o lish  c o n c e n tra tio n  fo r  J -M  ( im p lic a ­
tio n  w as  m a d e  th a t  J -M  o v e r ly  c o n c e n tra te s  on a  few c u s to m e r s . ) .

2) T he A dvocate  M in e : E te rn i t  o r ig in a lly  had  abou t a  30% 
o w n e rsh ip , bu t su b se q u e n tly  in c re a s e d  i t s  o w n ersh ip  to  so m ew h at 
m o r e  th a n  50%. I t  is  c l e a r  to  th e m  th a t A dvocate  shou ld  ru n  a t fu ll 
c a p a c ity , and  th ey  a r e  p r e p a re d  to  ta k e  a l l  of i t s  ou tpu t, i f  n e c e s s a ry ,  
in  o r d e r  to  a s s u r e  th a t the  m in e  m a k e s  m o n e y . The m o re  they  take  
f ro m  A d v o ca te , th e  le s s  th e y  w ill ta k e  f ro m  J e f f r e y .

J - M  h a s  a  m a n a g e m e n t c o n tra c t  fo r  A dvocate , w hich  E te rn i t  
im p lie s  is  g e n e ro u s . E te r n i t  i s  unhappy ab o u t s e v e r a l  a s p e c ts  of th e  w ay 
th is  is  be in g  c a r r i e d  ou t. F i r s t ,  th ey  fe e l th a t  J -M  is  runn ing  A dvocate 
a s  if  i t  w e re  p a r t  of th e  J -M  s y s te m , r a th e r  th a n  in  th e  b e s t  in te r e s ts  
of E te r n i t .  T h u s , th ey  fe e l th a t any  t r a d e - o f f  b e tw een  J e f f r e y  and 
A dvocate  is  a u to m a tic a lly  m a d e  in  fa v o r  of J e f f r e y  and  fo r  J - M 's  
in te rn a l  f ib e r  r e q u ir e m e n ts .  D r . S chm idheiny  c la im s  th a t J -M  has
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n e v e r  so ld  any  A dvocate  f ib e r  on th e  open m a rk e t  and f u r th e r  th a t 
i t  b e c a m e  a n g ry  w h en  E te rn i t  r e s o ld  so m e  A dvocate f ib e r .  Second, 
th ey  a r e  v e ry  unhappy w ith  th e  q u a lity  of th e  f in a n c ia l p lanning  a t  
A d v o ca te , so m eth in g  th ey  pay a lo t of a tte n tio n  to  w ith in  Sw iss E te rn i t .  
A t A dv o ca te , th e  e r r o r s  in  th e  p ro f it  p ro je c tio n s  have  b e e n  v e ry  
la rg e  and  c o n s is te n tly  n e g a tiv e . T h ird , they  fe e l th a t J -M  is  u s in g , 
th e  A dvo ca te  m in e  a s  an  e x ec u tiv e  tra in in g  g rounds a t th e i r  e x p e n se .
D r . S chm idheiny  fe e ls  a need  to  d is c u s s  th e  A dvocate  p ro b le m s  w ith  
so m eo n e  f ro m  J -M , bu t c la im s  he d o e s n 't  know w ith  w hom  to ta lk .

3) J -M  B elg ium ; S w iss E te r n i t  does not u n d e rs ta n d  w hy J -M  
w ould  je o p a rd iz e  i t s  r e la tio n s h ip  w ith  a  v e ry  la rg e  f ib e r  c u s to m e r
by p e rm itt in g  i ts  M ol p la n t to  be an  a g g re s s iv e  p r ic e  c o m p e tito r  in  
th a t c u s to m e r 's  a r e a  of in te r e s t .  I t  is  a  m a t te r  of so m e  e m b a r a s s -  
m e n t th a t  th is  p la n t c o m p e te s  a g a in s t  G e rm a n  E te rn i t ,  in  which' J -M  
h a s  an  in t e r e s t .  S w iss E te rn i t  w ould  buy the  J -M  p la n t, bu t the  
B e lg ia n s  a r e  " to o  cheap"  to  do so . •

4) A C E: S w iss E te r n i t  h a s  s e e n  J -M  blow both h o t and cold  
on th is  s u b je c t .  A t f i r s t  c o u rte d  and en co u rag ed  to  ta k e  a  l ic e n s e , 
th ey  h av e  s in c e  b een  t r e a te d  v e ry  co ld ly  by J -M  w hen  th ey  t r i e d  to 
v is i t  a n  A C E p la n t in  p re p a ra t io n  fo r  bu ild ing  a  G e rm a n  fa c to ry .
C olton  h a s  a s s e r te d  th a t th e  l ic e n s e  d id  not in c lu d e  know -how , w hich  
he  a d m its  i s  v ita l  to  the  p ro d u c t 's  p ro f i ta b il i ty .  In  th is  and o th e r  
m a t t e r s ,  J -M  is  s e e n  as a le g a l is t ic  n i t -p ic k e r  g iven  to  hiding behind 
te c h n ic a l i t ie s .

5) K now -how : S w iss  E te r n i t  i s  co n ce rn ed  ab o u t J - M 's  
g iv ing  aw ay know -how  to  a s b e s to s  f ib e r  b u y e rs  who a r e  c o m p e tito rs
of E te r n i t  w ith in  i t s  own á r e a  of i n t e r e s t .  E sp e c ia lly  d is t r e s s in g  is  the 
r e la t io n s h ip  w ith  th e  In d ian  m a c h in e ry  m a n u fa c tu re r ,  w hich  t r i e d  to  
ta k e  on E te r n i t  in  Saudi A ra b ia .

O th e r  O b se rv a tio n s :

. T he m a jo r  ad v an tag e  of J e f f r e y  is - th a t i t  is  b ig - -  
th e  l a r g e s t  know n d e p o s it .  T he m a jo r  d isad v an tag e  
of J e f f r e y  is  th a t  i t s  f ib e r  co n ta in s  a  g re a t  d e a l of 
" ta lc " .

. E te r n i t  i s  g e n e ra lly  s a t is f ie d  in  the  a r e a  of s a le s  
s e r v ic e .
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. E te r n i t  fe e ls  th a t d e sp ite  th e  fa c t th a t J -M  sp en d s 
a  lo t  of m o n ey  on r e s e a r c h ,  i t  h a s n 't  done v e ry  
m u ch  to  d evelop  new  u s e s  fo r  f ib e r .

. E te r n i t  fe e ls  th a t B u rn e tt  did not p ro p e r ly  h and le  
th e  h e a lth  h a z a rd  p ro b le m . T hey  fe e l he  shou ld  
h av e  sw itch ed  to  d u s t - f r e e  b ag s , and a b so rb e d  
th e  c o s t  of ab o u t $ 2 /bag . In s te a d , he ch o se  s im p ly  
to  la b e l th e  bags a s  p o te n tia lly  h a rm fu l.

. D r .  S chm idheiny  e x p re s s e d  an  in te r e s t  in  p a r t i ­
c ip a tin g  in  J - M 's  d iv e rs if ic a t io n  a c t iv i t ie s .  In  a 
l a t e r  c o n v e rsa tio n , D r .  S c h ra f l m en tio n ed  land  
w h ich  th e y  own in  Ib e z a  w hich  J -M  m ig h t w ish  to  
d ev e lo p .

N ote; We p ro m ise d  to  s h a re  our m a rk e t  r e s e a r c h  find ings w ith  th e m , 
and re q u e s te d  th e i r  h e lp  in  iden tify in g  o th e r  peop le  who w e m ig h t 
ta lk  to .

S . T ille s

S T :jl
A tta c h m e n t

m
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A tta c h m e n t 1

T he Schm idheiny  F a m ily

fa iu ily  is  a c tiv e  in  a  v a r ie ty  of in d u s tr ie s»  m o s t s ig n ifican tly  in  
c e m e n t. T hey a r e  no t only the d o m in an t p ro d u c e rs  of c em en t in  S w itz e r ­
lan d ; they  o p e ra te  abou t 50 cem en t p la n ts  a ro u n d  th e  w o rld . T hey  have a 
p la n t in  the  U. S. a t  D undee, M ich igan , w hich  by i t s e l f  r e p r e s e n ts  ab o u t 3% 
of to ta l U .S . p ro d u c tio n . M any of th e  o th e r  p la n ts  a r e  in  u n d e rd ev e lo p ed  
c o u n tr ie s .  M r. D o rn e r  po in ted  out th a t th e se  w e re  la rg e  g a m b le s , b eca u se  
w hile a n  a s b e s to s - c e m e n t  p la n t could  be b u il t  fo r  a ro u n d  $1 m illio n , a 
c e m e n t p lan t r e q u ire d  an  in v e s tm e n t of $10-15  m illio n . M r. D o rn e r  a lso  
po in ted  ou t th a t som e tim e  ago , they  had  c o m m iss io n e d  a  study  by  a  Sw iss 
p ro fe s s o r  to  d ec id e  w h e th e r th e re  w as any n eed  fo r  ad d itio n a l c e m e n t cap a c ity  
in  S w itz e rla n d . The a p p ro a c h  w as to  p lo t a  g e n e ra l c o r r e la t io n  b e tw een  GNP 
g ro w th  and  p e r  c a p ita  c e m e n t co n su m p tio n . B ased  on th is  s tudy , they  dec ided  
no t to  expand  c e m e n t cap a c ity  in  S w itze rlan d . In  r e t r o s p e c t ,  th ey  fe l t  th is  
w as  a w rong  d e c is io n , b e c a u se  dem and  in  S w itze rlan d  w as s tro n g ly  p re s s in g  
on supply .

A second  a r e a  of in te r e s t  of the fa m ily  is  a s b e s to s  c e m e n t. T hey 
po in ted  out th a t the o r ig in a l a s b e s to s -c e m e n t  p ro c e s s  w as d ev e lo p ed  in  
A u s tr ia ,  and th ey  had b een  in te re s te d  in  the  p ro c e s s  s in ce  ab o u t the e a r ly
'3 0 's .

A th ird  m a jo r  a c tiv ity  of D r. S chm idheiny  is  the  o p tic a l fa c to ry  a t  
W ild , w hich  p ro d u c e s  sp e c ia l o p tic a l d e v ic e s , inc lu d in g  th e o d o lite s , a i r ­
c r a f t  in s tru m e n ts ,  and  a  n u m b er of o th e r  th in g s . The fa c to ry  is  ju s t  below  
th e  a n c e s t r a l  ho m e , and em p loys m any  of th e  peop le  who liv e  in  the  v a lley  
w h ere  the Schm idheiny  hom e is  lo c a te d .

The fa m ily  m e m b e rs  a re :

- D r. M ax S chm idheiny  - ag ed  63. L ead ing  in d u s tr ia l i s t  
in  S w itze rlan d .

- H is b ro th e r ,  E r n s t ,  now r e t i r e d .  A ged 70. F o r m e r
C h a irm a n  of S w is sa ir .  '

-  H e r r  C lau s  K r ie s s .  Now m a n a g e r  of S w iss E te r n i t  
p la n t. Son of M rs . S chm idheiny  by a  fo rm e r  m a r r ia g e ,  
and  c o n s id e re d  to  be  the e ld e s t  son  of the  fa m ily .

- M iss  Schm idheiny  - now liv in g  in  I s r a e l .
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