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flos Angeles Times

Thursday, September 22, 1983

Los Angeles Times

Joan Irvine Smith, minority
shareholder and granddaughter
of the founder of the Irvine

Co., says the loan document
proves she was right when

she insisted six months ago
that Donald L. Bren himself

did not have the financial
resources to buy the company.

Marc Rich Case

U.S. Must Go
Through Swiss
Legal Channels

Irvine Co. Chief Comes Under
Attack by Smith, Ex-Official

By TOM FURLONG and DEBRA WHITEFIELD, Times Staff Writers

In separate moves Wednesday, Irvine Co.
Chairman Donald L. Bren was sued for
securities violations by a former company
president and came under further attack by
Joan Irvine Smith, his longtime antagonist and
the firm’s second-largest shareholder.

Claiming that he was intentionally deceived
by the company he headed until nine months
ago, Peter C. Kremer sued the company, Bren
and director Herbert Allen Sr. for $5.5 million.

Kremer’s lawsuit, filed in U.S. District Court
in Los Angeles, accuses Bren of negotiating an
agreement to buy Kremer's Irvine Co. stock at
a price “well below the fair market value of
the company”’ while at the same time “maneu-
vering to acquire the stock of other Irvine
shareholders based on a substantially higher
valuation.”

In a brief statement released through a
company spokesman, Bren said only that he
“wasvery surprised and extremely disappoint-
ed inPeter Kremer’s judgment.” The spokes-
man alsopointed out that Kremer was paid $20
million insalary and compensation during the
five yearshe worked for the firm.

Meanwhile, in a telephone interview, Joan
Irvine Smith, a dissident minority shareholder
and granddaughter of the company founder,

SoCal Ediso

Rating Agency Cite

By DORIS BYRON FULLER, Times

Reacting swiftly to a controver-
sial decision by the Public Utilities

Commission, a Chicago securities-

BERN, Switzerland (®»—The
Swiss government said Wednesday
that the U.S. Justice and Energy

gend men aEpLt

rating firm has downgraded the
investment status of Southern Cali-
fornia Edison Co.’s bonds and pre-

cited a confidential loan document that she
claimed shows that Bren pledged the compa-
ny’s assets as collateral last April, when he
bought_majority Zontrol of the firm for $518

million—something Bren denied at the time of
purchase.

Smith said the document proves that she
was right six months ago when she insisted
that Bren did not have the personal resources
to buy a majority interest in the company. She
declined to provide a copy of the document to
The Times, however.

Company officials nQw do not dispute
Smith’s facts. But they challenge her interpre-
tation of the loan document, adding that her
public discussion of the document was “highly
improper.”

Bren surprised the California real estate
industry on April 15, when he bought a
majority interest in the closely held, 68,000-
acre Orange County land development firm.
The purchase gave him 86% of the company’s
privately held stock. Smith, 50, whose grand-

father founded the firm in the last century,’

and her mother, Athalie Clarke, retained 11%

of the shares. P
When the purchase was announced, Bren
Please see IRVINE, Page 2

Los Angeles Times

Chairman Donald L. Bren

and other Irvine Co. officials
challenge Joan Irvine Smith’s
interpretation of the loan
document, and say her public
discussion of the document
was “‘highly improper.”
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up Planning
lic Offering

founder and principal stockholder of
the 13-year-old company. Federat-
ed’s net sales rose 55.5% in the first
six months of its current fiscal year
over the year-ago period.

In a preliminary prospectus filed
with the Securities and Exchange
Commission, Federated said it plans
to offer 1.25 million shares of com-
mon stock in late October at be-
tween $12 and $15 a share. That
would give public shareholders
about a 21% stake in the company,
with the remainder held by
Schwartz, his family and three
other top company officers.

Federated—earning $963,000 on
revenues of $89.2 million in its fiscal
1983 ended Feb. 28, after losing
$532,000 in fiscal 1982—said it
would use the proceeds for addi-
tional expansion, additions to work-
ing capital and repayment of
long-term debt.

The firm, which operates 15
high-volume “superstores” in Los
Angeles and other California cities,
up from three in 1977, said it will
open an additional eight stores in
California and in Arizona within the
next 12 months.

President of

San Diego S&L
Firm to Build
Nursing Homes

By ANTHONY RAMIREZ,
San Diego County Business Editor

SAN DIEGO—In an unusual di-
versification move, Great American
Federal Savings Bank said
Wednesday that it plans to spend
$125 million over five years in a
joint venture to develop and operate
nursing homes across the Sun Belt.

The first project of Great Ameri-
can’s venture with Income Property
Group, a San Diego partnership, will
be a $5-million, 125-bed facility
adjacent to Scripps Memorial Hospi-
tal in Encinitas in northern San
Diego County. Ground breaking is
scheduled within 45 days and the
project is expected to be completed
in June, 1984.

Analysts said they aren’t aware of
any other banks or savings and
loans in similar ventures.

50% Stake

Under the joint venture, San
Diego-based Great American,
which has assets of $4.5 million,
would provide financing in ex-
change for an equity stake in the
facilities of 50% or more, according
to Roger Lindland, Great Ameri-
can’s executive vice president and
chief financial officer.

Four or five projects, worth about
$40 million, have already been iden-
tified as possible future projects
over the next six to 12 months, said
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Continued from First Page

said he had been able to buy the

stock by forming a new holding

company, Newco I Corp., that used
Ssets as security to finance

the loan from five major U.S. banks.

Then, last week, Bren announced
that he wanted to_merge Newco
with Irvine To. and shift $560
million in loan and acquisition costs
from the holding company to the
operating company. Company offi-

“clalsinsisted that such a merger was
proposed only after several other
alternatives were considered as the
best way to pay off Bren’s heavy
debt. AT

Smith, however, citing a loan
document dated April 15, said Bren
had planned the merger and debt
restructuring from the beginning.
Otherwise, she said, Newco and
Bren never would have gotten the
loan.

“This is what makes me so mad,”
she said in a phone interview. “He
planned all along to pledge the
company’s assets to borrow that
money.”

In fact, she said, the banks want-
ed such a merger agreed to in
principle by July 15 and consum-
mated by Sept. 15, a deadline that
has been delayed by her continued
refusal to go along with the deal.

Further, she said, the document
shows that the loan was agreed to
only after the Irvine Co. agreed to
establish a huge cash reserve—$375
~million—which would be used to

~ help pay off the co b

next April.

Gary Hunt, an aide to Bren,
offered a different interpretation of
the loan document, which he said
“is merely an indication of what the
banks would prefer to have happen.
It’s their way of saying they think
the merger (of Newco and Irvine
Co.) is the best alternative.”

Hunt added that the company is
angry about Smith’s loan document
disclosure. “In our view, it’s highly
improper that a board member
should disclose highly confidential
information,” Hunt said.

Hunt said the company has been
extremely frustrated by Smith’s
continued refusal to discuss the

merger with company officials. In-
deed, Hunt said, Bren told Smith six
months ago that such a merger was
a distinct possibility, at which time
Smith said she threatened to sue if
the corporate assets were used as
collateral.

“If she had personally sat down
with Bren at the very beginning,
then these misunderstandings
would not have occurred,” Hunt
said. “If she would attend the board
meetings, which she hasn’t done in
five years, she'd know what'’s going
at the company.”

In Kremer’s lawsuit, Bren is ac-
cused of valuing the company at
$750 million in determining -the
value of Kremer’s shares last Janu*
ary and at $1 billion soon thereafter
when Bren offered to buy out the
other shareholders. That means
Kremer was offered about $150,000
a share compared to $200,000 that
the other shareholders were paid
last April.

Kremer, president of the compa-
ny from 1977 until his departure
under pressure from Bren in Janu=-
ary, contends in his suit that the
company has acknowledged that
the Bren transaction was planned at
least as early as last Feb. 2, just
seven days after Kremer signed a
termination agreement negotiated
by Bren. It was in that agreement
that Kremer’s shares were valued
based on the company’s being worth
$750 million.

“When I first heard about the
Bren purchase,” Kremer said in &
two-page statement accompanying
a copy of the lawsuit, “I wanted to
think that the timing was coinci-
dental and that we would resolve it
straightforwardly. As events have
unwound, however, it appears that
there was an intent to deceive me
and to make certain that I did not
get the same benefits of share
ownership as the others.

“I am sorry to have to take this
kind of action against a company
that I felt so much a part of and
against people whom I have always
counted on to deal with me in good
faith,” he added. “But I am deter-
mined to follow this through despite
the disproportionate resources - of
the other side.”
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ARtos places complete management solutions
on your desk for less than $4,500*

Finance departments have their number-crunchers.
Secretaries have their word processors. But top executives,
the leaders and decision-makers of business, are still
scratching their ideas, plans and decisions on a note pad.
Now you can benefit from increased management pro-
ductivity with the new ALTOS® EXECUTIVE desktop
computer system.

The ALTOS EXECUTIVE is more than just a computer.
It's a system designed for management use. Yet it costs
less than $4,500—a small investment that pays big
dividends in efficiency.

Managers are planners. The ALTOS EXECUTIVE
FINANCIAL PLANNER helps managers consider multiple
alternatives, create budgets, and perform ‘‘what-if"’
studies. It's a great planning tool.

Managers aren't typists. The ALTOS EXECUTIVE WORD
PROCESSOR makes it easier to input, store and retrieve
ideas, plan schedules, and create or modify reports. It
even checks your spelling.

What you get. The ALTOS EXECUTIVE includes an
Altos microcomputer with advanced MP/M II™ operating
system, a smart terminal designed for comfort and ease

Packed with fresh ideas for executives

ALTOS is a registered trademark of Altos Computer Systems. MP/M Il is a trademark of Digital Research, Inc.
*Price approximate and may vary in your area. System includes an Altos Series 5-15D computer with MP/M Il operating system, a smart terminal,
and the ALTOS EXECUTIVE WORD PROCESSOR and EXECUTIVE FINANCIAL PLANNER applications with the built-in ALTOS COMPUTER TUTOR. Price

does not include printer, cables, installation, taxes, additional training and maintenance.

of use, data storage for up to 600 document pages, and
two applications for executives—word processing and
financial planning.

And to make it all easier to use, we've included the
ALTOS COMPUTER TUTOR-—a self-paced, step-by-step,
on-screen tutorial that helps the busiest executive learn
to use the computer within minutes.

Room to grow. The ALTOS EXECUTIVE is a business
system you can grow with. Add two extra terminals, a
Winchester hard disk, other applications (such as our
ALTOS ACCOUNTANT, a completely integrated business
accounting system), and communication links with other
computers. You can also run the ALTOS EXECUTIVE on our
new line of eight-user, 16-bit systems.

See the ALTOS EXECUTIVE in action today. And look
for more offerings in the ALTOS EXECUTIVE Series to
come your way soon. Call our toll-free number for the
name of your local Altos
sales and service dealer.

Or write: Altos Computer
Systems, 2360 Bering
Drive, San Jose, CA 95131.

COMPUTER SYSTEMS

800-538-7872

©1982 Altos Computer Systems

(In Calif., 800-662-6265)




RETAILING/BILL SAPORITO

m The business Barney Kroger began 100 years ago hawking tea and coffee from a
bright red wagon has finally made it to the top. When its shareholders agreed to ac-
quire Dillon Cos. of Hutchinson, Kansas, last week, Kroger»Co. seized Safeway’s
crown as the largest supermarket chain in the U.S. In all likelihood the deal merely
accelerated the inevitable. With football-field-size outlets like the one in Atlanta
below, Kroger has become a paragon of aggressive supermarketing. It tosses out
A money-losing stores like rotten apples, protects winners like tender tomatoes, and
\ attacks new markets with all the subtlety of a falling watermelon. continued
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Kroger’s performance has paid off
in profits. Safeway, with 529 stores in
four foreign countries, still ranks No. 1
in sales worldwide, but it trailed
Kroger-cum-Dillon’s domestic super-
market revenues of nearly $14 billion
by some $700 million last year. Even
without Dillon, Kroger’'s 1982 earn-
ings, estimated at $160 million, will
probably top Safeway’s, and its stock
price has left its rival’s in the dust (up
43% vs. Safeway’s 11% in five years).

“A few years ago they were not
even good,” a Dallas grocery execu-

“In some markets we had a 10%
share,” recalls Lyle Everingham, the
current chairman. “In assessing what
we had, we dexeloped a priority list of
markets to establish our franchise, and
we just went down the list.”

Kroger was already strong in a core
of America’s heartland that fell inside a
box with corners at Indianapolis,
Memphis, Chattanooga, and Colum-
bus. Where the company was weak,
the new apostles of market share
picked up their onions and blew town.
They shuttered 1,237 supermarkets in

Some 200 varieties of fresh produce, imported from as far as New Zealand,
enhance sales appeal. Fat margins make the cheese bar (left) a cash cow.

tive says of Kroger's management.
“Now they have far better stores,
their people like the direction they’re
going in, and they’re more formidable
competition than they've ever been.”
How Kroger attained its present ex-
alted state is a tale in savvy merchan-
dising and hardheaded strategic analy-
sis. It begins in the early Seventies,
when James P. Herring, then chair-
man, took a deep look at the business.
Like hundreds of other food retailers
that embraced self-service in the Thir-
ties, Kroger had fed its expansion on
low margins, high volume, and boom-
ing population growth. By the late
1960s, however, the company was
locked in fierce competition for mea-
0 I _mea:

ger market shares in cities that were
~Stagnating or overbuilt by rival chains.
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all, abandoning Chicago, Washington,
—————
Milwaukee, Kansas City, Birmingham,
Minneapolis, and Cleveland. Kroger
now operates 1,199 food stores in 19
states and a 560-unit drugstore chain.
It ranks No. 1 or 2in 11 of its 13 major
food-marketing territories, with a mar-
ket share of about 50% in-Qhio
The rationale for this strategy was
straightforward. Whether it has 10%
or 25% of a given market, a chain has
to advertise and supply its stores from
a warehouse. The higher the share of
market, the lower the advertising cost
qper customer and the faster the ware-
louse will turn over its inventory. In
addition, Kroger has 33 manufacturing
plants and a huge fleet of trucks that
can deliver goods to retail with tre-
mendous efficiency. The larger its

Y A

share, the moye likely thosg plants and
trucks will bg used to capacity.

~Asixth of Wned through
Kroger’s com zed checkout sys-
tems is ¢ any made, high for the in-
dustry%actures only
fast-moving commodity items such as
dairy goods, peanut butter, sugar, and
canned goods. “In dairies and bak-
eries,” says Everingham, “we believe
we are state-of-the-art.” That may not
seem much to brag about in an opera-
tion the scope of Kroger’s, but price
wars have been won on the cost of
milk and bread.

ROUBLE HAS BESET other
chains that own manufactur-
ing plants. In the mid-Sixties
A&P built the world’s largest
processing plant in Horse-

heads, New York; after running at half
EBg_c_it_Mess for years, it was closed

“in 1982 (but hasn’t yet been sold).

Kroger wouldn’t have waited that long
to shoot the wounded. Each line it pro-
cesses is evaluated continually—and
unsentimentally—on a make-or-buy
basis. Kroger pulled the plug on a can-
dy-making plant near Cincinnati just
before Christmas. “We can make can-
dy as good as anyone,” says Ever-
ingham. “We just can’t make it as
efficiently.”

Being the_low-cost supplier gives
Kroger the chance to dictate prices.
When competitive conditions allow, it
charges plenty. Kroger controls half
the market in its hometown of Cincin-
nati, which has, according to the Bu-
reau of Labor/szftEfxcs, ‘the fastest-

il food price$ of any city in

blue.

Once the customers are in the store,
the secret of supermarketing is to milk
them for all they're worth. That re-
quires creativity where the shoppers
meet the spaghetti, imaginative mer-
chandising of a kind Kroger hadn’t ex-
celled at for years. After Barney
Kroger stepped down in 1928, the
company was run by lawyers, financial

AASSSRS
men, and others who had never been

in the supermarket front lines. Ever-
ingham was the first up-through-the-
ranks retailer to take command since
the founder himself. His mother ran a
produce department for Kroger in

PHOTOGRAPHS BY JAN STALLER




While we
claim no monopoly
on luxury, the Buick
Electra Park Avenue is
amply endowed with
elegance and
refinement. And while
all Buicks imply a certain amount of prestige,
the Park Avenue is the most prestigious of all
Buicks. Its sophisticated design enhances any
environment. Its accommodations, as you

can see,
are not
merely
luxurious, but
genuinely,sumptuous. And its
niceties are very nice indeed. Power brakes,
power seats, power steering, power windows,
power door locks, and air conditioning, for
example, are not optional add-ons. They are
standard equipment. We invite you to advance
to your Buick dealer, for a close inspection

Official Car of the XX/lIrd Olympiad
Los Angeles 1984

of the Electra Park Avenue. Then,
buckle up your seat belt and
pass “Go.” Very, very comfortably.

SO

Wouldn't you really rather have a Buick?




Kroger claims to be the
world’s biggest florist.

Entrenched
asitis,
Kroger can
make life
harrowing for

any newcomer
invading
its territory.

Adrian, Michigan. He met his wife
when they both worked at a Kroger
store, and his brother manages the
company’s Houston division. As he
rose to the top, he and other merchan-
disers pressed innovations to differen-
tiate Kroger stores from competitors.

Kroger pulled up its socks in basic
areas critical to attracting customers.
For instance, it switched from putting
produce in uninviting plastic-wrapped
packages to using bulk displays like the
one on page 76, which look better and
let shoppers pick one apple instead of a
six-pack. It also began expanding
stores, adding new classes of merchan-
dise and spgc_ialt_y_de___gg_rtments to meet
almost every imaginable consumer de-
sire in food and household products.
Kroger called the expanded outlets su-
perstores; supermarkets no longer
seemed adequately superlative. In the
past decade the company added 12 mil-
lion square feet to existing structures,
about equal to 260 new superstores.
The average size of a Kroger outlet is
now 11% bigger than Safeway and 38%
bigger than A&P.

ROGER surveys 250,000
consumers a year to find
out what they want. For
the gourmet generation, it
has cheese shops and delis.
For the “me” generation, health food
and cosmetics. For the one-stop shop-
per, goods from auto parts to ziti and
services from banking to pharmaceuti-
cal. Kroger is now testing restaurants
attached to the stores (right), beauty
salons, fresh pasta sections, and sau-
sage nooks. It broke new ground last
year by joining an insurance company
to set up in-store financial service cen-
ters. It wants to sell mutual funds with
the mayonnaise.

The motivation for this is margins.
While the gross markup on a can of
soup may be 19%, flowers can easily
fetch 50% or more. The drawback is
the need for sales help, which adds la-
bor costs usually exceeding $10 an
hour in an industry that’s productivity
crazed. To keep costs down layouts
must be arranged so clerks can shift
from meat to fish, health foods to flow-
ers—and expend as little of their labor

on the customers as possible."Mtch,

much of what our customers do is self-
service even in our delicatessens and
bakeries,” says Everingham. “While
we sell a lot of meat out of the deli
counter, we sell beaucoup of the prod-
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B.K.’s Greenhouse, a restaurant, is the latest Kroger test department—and a
counterattack on fast-food chains that have hurt supermarket sales.

”

uct we put out in front of the case.

Entrenched as it is, Kroger can
make life harrowing for any newcomer
invading its territory. That’s especially
true in towns and small cities, often
the industry’s most profitable mar-
kets, where a few superstores can
handle all the business. Kroger keeps
expanding its stores as necessary, so a
newcomer will have trouble winning
‘nom an efficient-
sized outlet profitably.

None of this means Kroger is invin-
cible. Just last year it shut its Marke}
Basket division in Southern California,
having struggled for 20 years without
winning more than a 5% share. “The
65 stores we had there were adequate
to compete in the marketplace,” Ever-
ingham says, “‘but inadequate for us to

R e TNt I e £ A <

implement the kind of strategy that
our company knows how to execute.”
Elsewhere 75 other stores were shed
as “underproductive.”

Kroger came close to closing shop
in Pittsburgh last year when it found
itself at a special disadvantage. An ail-
ing regional chain in the recession-
stunned city won wage rollbacks from
local unions representing clerks and
meatcutters. When Kroger demanded
comparable concessions, the unions
balked—until the company threatened
to halt construction of five stores and
close seven others.

The unions may have remembered
what happened when Kroger made
similar demands in western Michigan
three years ago. The workers refused
and Kroger sold all 21 stores there. In
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“The computer company says call the software company. The software
company says call service. Service says it’s not in the contract; it’s in
the training manual. And nobody understands the training manual.”

Monroe

eliminates a major source
of trouble for
computer buyers.

Too many sources.

When it comes to buying a
computer, the more people you
deal with, the more confusing it
gets. Fortunately there’s one com-
puter company that does business
differently: Monroe.

We offer one of the most ad-
vanced business microcomputers in
the world. And unlike our compet-

itors, we accept responsibility for it

after you buy—even if you buy

only one.

Monroe. The single-source.
Our system of single-source,

total responsibility may seem revo-

lutionary to our off-the-shelf com-

petitors, but we believe that it

B MONROE SYSTEMS FOR BUSINESS

takes more than technology to
solve problems. It also takes know-
ledgeable and dedicated people.

For more information or a
free demonstration in your office,
call or write now.

800-526-7843 Ext. 444
(in New Jersey 800-522-4503
Ext. 444)

Monroe Systems For Business

The American Road

Morris Plains, New Jersey 07950

[ Yes, I'd like a free demonstration in my office.

L] Please send me more information on your
computers.

Name

Title ANEIPERIIE e | T A R
Companyaibisfe > Sl et BRGS0 e,
Address

Gy, et

Stoter Lot et Loy e bes
FTN 2/21




Unflamboyant
Chairman Lyle Ever-
ingham (right), 56, has
a mild personality that
belies his company’s
aggressiveness.

New President
William G. Kagler, 50,
1S more pugnacious:
he ran Robert Taft
Jr.’s unsuccessful
1964 Senate campaign
before becoming a
Kroger lobbyist

and then

labor chief.

Chattanooga, two newly built stores
stood empty until local unions met
Kroger’s conditions. And when Team-
sters in Ohio authorized a strike last
August, Kroger accepted 1,000 job ap-
plications for replacements before the
union, working without a contract, set-
tled in November. The tough labor pol-
icy is the product of William G. Kagler,
a converted political columnist for the
Cincinnati Enquirer who as Kroger’s
president is Everingham’s heir appar-
ent. “We are aggressive,” he says,
“about everything.”

In several markets Kroger’s chief
nemesis is warehouse-store opera-
tors. Typically carrying 5,000 to
10,000 different items stacked in pack-
ing boxes, warehouse units have lower
costs than Kroger: cheaper rents,
skimpier wages, and none of the ser-
vices or amenities of a superstore. In
St. Louis warehousers got control of
25% of the market and helped mangle
Kroger’s operation there. When ware-
housers blitzed Little Rock, Safeway
converted two supermarkets to low-
cost Food Barn outlets, helping to
plunge the market into a price war.

Kroger hasn’t let many warehouse
operators eat its lunch, though. After
shutting its supermarkets in Cleve-
land, it started four warehouse stores
there; it runs them primarily to learn
the economics of the business and how
best to handle these competitors.
When a warehouse threatens a Kroger
outlet nowadays, the company adver-
tises, “Warehouse Prices in a Com-
plete Store,” and matches the compe-
tition price for price. But it is careful to
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rrkespond in only one or two stores

nearest the warehouse, thus avoiding
a market-wide price war. The practice
is known as zone pricing, but ware-
housers call it just plain predatory.
They charge that Kroger in particu-
lar among the big chains tries to stran-
gle them by selling at a loss in selected

stores. In Nashville one of Kroger’s 29
outlets has endured a two-year price
war with a- Waremart no-frills store.
Kroger’s response has been extreme-
ly selective: it runs separate ad circu-
lars for the affected store alone.
Claims William D. Long, Waremart’s
president: “Kroger is just denying me
an opportunity to sell low-cost grocer-
ies.” Price sheets in hand, Long has
appealed to the Federal Trade Com-
mission for relief, claiming that Kroger
is singling him out for destruction. The
FTC investigated but took no action.
Long says Kroger’s tactic is work-
ing: he won’t open another store in
Nashville.

VERINGHAM has no inten-
tion of putting away the long
knives. “I don’t think anyone
can point accusingly and say,
‘Kroger started this price
war,”” he argues. “But we’re gonna
defend our market share and our pene-
tration with all the ability we’ve got.”

That means Kroger does unto oth-
ers before others can do unto it. The
company plops down 100 superstores
a year from Roanoke to Fort Worth,
expanding its share of mature markets
and elbowing into new ones. Ever-
ingham deems the South and West
most promising. Kroger has gained
ground in Houston and Dallas, and
doubled its Atlanta market share to
24% in a six-year burst of store build-
ing and price pounding.

Perhaps its quickest, biggest push
ever came in San Antonio, which
Kroger entered from scratch in 1979.
Like a thunderstorm off the Gulf of
Mexico, it rolled in with 14 stores and
a warehouse in two years. It was bet-
ting an estimated $100 million that it
could take a big bite of the market—
and gain the attendant scale econo-
mies—in a single chomp.

To help build traffic, Kroger
launched its typical “best prices in
town” campaign and waited for cus-
tomers to pour in. The response, offi-
cials admit, was underwhelming. Lo
and behold, H.E. Butt Grocery Co., the
then and present market leader, knew

how to play defense Kroger-style.
Butt delayed construction of a new
headquarters in order to match Kroger
new store for new store, price for
price, precipitating a price war the like
of which the city had never seen. Two
smaller chains went to the bottom.

Despite the escalating costs and
slow progress, Kroger is a good bet to
eventually get its 20% to 25% cut of
the market. Meanwhile, it is demon-
strating yet another talent—ability to
bleed profusely and survive. “We have
the good fortune,” Everingham says,
“not to have many San Antonios.”

The surest route around other San
Antonios led to the acquisition of Dil-
lon, the 11th-largest U.S. chain, which
has a lock on established markets
much like Kroger’s own. The Dillon
Store division has big chunks of Kan-
sas, Missouri, and Arkansas towns: it’s
the law in Dodge City, for example,
with at least a 60% share. Out in Colo-
rado, Dillon has two divisions. City
Markets, with a grip on the western
half of the state, operates on high mar-
gins in captive tourist areas and in
many one- or two-store towns farther
west. King Soopers, based in Denver,
commands nearly half the business in
the 150-by-50-mile territory along the
front range of the Rockies.

At some $600 million in Kroger
stock, Dillon was the priciest super-
market acquisition in history. But
Everingham figures it was a bargain.
Dillon’s market-share statistics signal
high profits; it earned 24% on share-
holders’ equity last year. Having
launched a highly successful generics
program, King Soopers now sells 20%
of its goods from the plain-Jane aisle,
which could keep Kroger plants plenty
busy. To crack Denver from scratch,
as it did San Antonio, Kroger would
have had to lay out $500 million, facing
price wars and no guarantee of market
share.

m A saw in the grocery trade holds that
volume hides all mistakes. Safe-
way, A&P, and others have spread
themselves thin, vying for scraps of
business, no matter how unprofitable,
in quest of volume. But by quitting
markets where it was competing for
survival and limiting itself to those
where it could compete for growth,
Kroger emerged with the most vol-
me of all. A management capable of
asting aside its industry’s saws looks
like a good bet for the future. a
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Press-Enterprise Staff Writer

 The city of Riverside is gam-
bling that streets in fair shape
won’'t fall apart until the worst ! :
* Avenue where it crosses an ar-

thoroughfares are rebuilt.
.~ By ignoring routine road
maintenance for the next two or

three years, the city is putting:all

its street dollars into rebuilding
the worst of its boulevards.

. Last year, a Texas consulting
firm hired by the city concluded
that Riverside needed $18 million -

‘of work on its streets. Seven ma-
jor streets and sections of 120
other streets are getting a §2.2
million overhaul this fall. :

Eleven more major streets

are scheduled to be rebuilt in the

spring as part of an additional

$2.8 million program. With those
pprojects, the city will have dene

extensive work on about 50 of the

685 miles of city roads in River-

mde
Robert Wales, the city public
works director, explamed River-

Side s gamble: “We had to choose

~— do we lose an entire street, or
hold off on regular maintenance
for a year or two and devote the

- resources to reclaiming entire

streets?”

The city chose the latfer
course.

No preventlve maintenance is
under way on the streets that.are
in fair condition. The mainte-
mance, were it done, would in-

~ clude regularly spraying streets
. with a re]uvenatmg seal to keep_

the asphalt in durable shape. -
' The gamble makes ‘some &
ittle edgy.

Steven R. Slmpson aj {llty..—..

planning commissioner. and a civ-

il engmeer likened it to overhaul-

ing a car’s engine but neglecting

- o lubricrate the rest of therear:

Simpson has long advocated in-

creasing preventwe street main-

tenance.

“It’s an 1ssue that is not filled

‘with emotion,” he said. “It’s not
anything like ahortlon or gun eon-
trol. But it’s 'an important: sub-

“ject, especially considering the

‘amount of money we have invest-
ed in the streets that we take for
granted.”

Riverside is better off ihan-

many communities, particularly

those of the potholed East, Simp-
son said. In Riverside, potholes

‘are usually filled a day after! they
~are reported. The city patched
. 'about 10,000 potholes last year.
But Simpson contended [the

' clty should each year set aside 1
percent of the cost of replaeing
the streets — $3.3 million — for
maintenance. He estimated' that

the city could complete simple

' maintenance on each streetevery
three years by devoting @about
$400,000 a year to the task. .

Wales said Simpson’s: esti-

--_mate of $400,000 is too low, but he

. generally agreed with Simpson’s

idea. First, though Wales said

the city must repair or rebuild its
- worst streets.

Take, for example, Chicago

Toyo mtersectmg with Central

~ Avenue in Canyon Crest. The sec-

tions were built between 13 and 15
years ago. With proper mainte-
nance, they should have had a life
of 20 to 30 years. But without the
preventive care, Chicago began
falling apart in half the time.
This fall, Chicago went under
the surgeon’s knife. Whole sec-
tions of the roadway have been
torn out while other sections have

- had the cracks sealed with rub-

‘berized asphalt. The road will be
. repaved with a layer of rubber-
i ized asphalt, and then a second

layer of “popcorn mix” asphalt,

" so-called ' because it has a finer

grade of gravel for better trac-

tion.

Asphalt has Iong been the
preferred surface for streets be-
cause it is tough, durable, water-
proof and flexible. Asphalt bends
with the punishment from cars
and trucks.

_ ““But over a period of time it
dries out and becomes hrittle.””

Wales said. “‘Once it cracks, you
get water in the underbase,” and
then the street crumbles. It can
be renovated with oil-based
sprays called ‘‘slurry seal” and
“fog seal.”

Asphalt used to be cheap. But
because it is made with oil, the
cost has risen sharply. In 1970
asphalt cost $5.60 a ton. Now it

~ costs $23.91 a ton.

The gamble of delaying work
on many streets is also an expen-

‘sive one. Major street rebuilding
~ costs $72,727 for each mile of two-
‘lane road compared to $26,086 to

simply install a new layer of as-
phalt on each mile of two-lane
road, according to city Publie

: Works Department figures.

There is nothing more politi-
cal than potholes. In years of
tight budgets, street maintenance

" in Riverside is an easy place to

cut. In election years, streets be-
come a priority item in the wards
where City Council members face

" tough re-election campaigns.

. In 1979, Councilmen Ernest
Pintor and Arden Anderson were
both in hard races.They tried to
give each other a hand. Both
were members of a three-man
council committee presiding over
street appropriations.

After city road officials pre-
sented their routine list of streets
in the most need of help, the
committee changed the list, giv-
ing Pintor’s ward an extra $38 691

for 10 street repaving projects.

Both councilmen lost anyway.
The general trend of the past
three years has been fo boost the
- (See STREET, Page B-2)

Staff photo by Marilyn Ode!lo

A construction crew resurfaces a portion of Grand Avenue near Jurupa Avenue in Riverside. e

Tned tested two-layer asphah‘ method used

About 314 years ago River-
‘side officials experimented on a
badly cracked two-mile stretch of
Magnolia Avenue. The city put
down a layer of gravel imbedded
in rubherized asphalt.

It was a mess. Gravel every-
where.

Mayor Ab Brown said at the

time, *“I wish they would do their

expenments on the road to the
dump s0 my phone wouldn’t ring
so much.”

So the city put another layer
of asphalt over the messy rubber-

ized layer.

And that was a success story.
No new cracks have rippled
_through in more than three years.
The city is now repairing some of
the worst streets with that meth-
-od, according to Robert Wales,
public works director.

Riverside experimented with
other materials and techniques
for 10 years before settling on the
rubber asphalt. Riverside’s guin-
ea pig was Arlington Avenue.

One of the novel approaches=

was a fibrous carpef, similar fo
fiberglass, laid on the old Toad-

Mariene.s Sidestreet Boutique
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way and then overlaid with as-
phalt. The carpet stopped the old
cracks from working through the
new pavement, but there was a
problem at intersections, Wales
said. :

The pavement rippled where
vehicles came to a stop. The un-

derlying carpet was sliding, just

as a living room carpet curls at
the edges when someone slides on
it. ’

The city also fried a relative-

ly inexpensive laver of asphalt
over the old street without any
intermediate material. The pre-

dictable outcome: The old cracks
came shining through in short or-

der.

Some of those failures are
still there. An example can be
found on Jurupa Avenue, near
Palm Avenue. Three years ago,
the city graded a layer of asphalt
over the damaged street, but city
crews did not trim nearby tree
roots or lay an intermediate layer
of rubber or fiber.

Since then, water seeped into
the street’s foundation and the
relatively new asphalt is already
coming up in chunks. The street
will have to be rebuilt because a

simple layer of asphalt will no

longer do.

Steven R. Simpson, a plan-

ning commissioner and a eivil

engineer, pointed out, “Once a

street deteriorates to where it
. looks like an alligator’s back or a

dry lake bed, it’s gone, There’s no
. way to save it.”

— James Richardson

| crascked] |

I;:v‘cmem'enl‘

lustration by Monico:_éraﬁ_ e
“Two lavers will be put over several city streets.
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Projects line up for gas tax money

; By MARTIN SALDITCH.

Press -Enterprise Washington Bureau

WASHINGTON — Riverside
County highway improvement
projects estimated to cost $26.9
million are in line for money
~ from the proposed federal gaso-
line tax increase.

__Congress is considering the 5-
cent-a-gallon increase requested
. by ‘President Reagan during the
current lameduck session, which
will'end Dec. 17.

. The money could pay for a
backlog of about $13.8 million
worth of roadwork over the next
five years in western Riverside
County, and $13.1 million in the
area east. of Palm Desert.
Although the formula for dis-
tribution of the tax increase to
the 50 states has not yet been
~ determined, thought has already
been given in Sacramento about
how to spend the money.
“Rehabilitation of existing
" primary hlghways will have first
preference,” said William Bron-
te, a-spokesman for the state De-
partment of Transportation. “Re-
- maining new interstate highway
segments are already funded.”

They include the section of
Interstate 15 from Htghway 91
(the Riverside Freeway) in Coro-
na to Highway 60 (the Pomona
Freeway) in Mira Loma, which is
scheduled to be built from 1984 to
. 1986, and a one-mile section of I-

15 near the San Diego County

line, to be built next year.
“"Caltrans priorities for now-

unfunded state projects in west-

ern Riverside County are:

«wig Highway 60, repaving

_ three sections between Riverside.
- and Beaumont, $3.3 million.

repaving.
three sections running from the
‘Orange County line through Lake

v Highway 74,

Elsinore, Perris and Hemet to
Palm Desert, $3.4 million.
v Interstate 15, from the San

Diego County line north to Teme- .
cula, two rehabilitation projects

estimated to cost $2.3 million.

+ Highway 79, from the San
Diego County line to Winchester,
Hemet and Beaumont, $1.3 mil-

lion for 1mprovmg three seg =

ments.

v nghway 71 $188,000 for
repaving one sectien of the Pomo-
na-to-Corona road.

The projects in the desert
are: :

v Highway 86, from Indio to

- the Salton Sea, $7 million for wid-

ening and other work.

+ Highway 111, repavmg es-
timated at $2.6 rmllion in four
sections between Palm Springs
and Indio, and $5 million to widen

from 28 to 32 feet a section be-

tween Palm Desert and the Impe-
rial County line.

v Interstate 10, $1.1 mllhon

to upgrade, flatten slopes and im-
prove bridges in three sections
east of Palm Desert, and $686,000
for repaving three sectlens east
of Palm Desert.

The Caltrans district offices
in San Bernardindo and San Die-
go, which split jurisdiction over
state highways in Riverside
County, wouldn’t disclose the ex-
act sites because recommenda-
tions aren’t final.

Streets, roads and bridges

maintained by city and county
governments could also benefit
from added federal funds that the
state may provide. _

- The added U.S. -money must
be matched by the state with 17

percent on primary highway

projects and 8.3 percent on inter-

state highway projects.
Caltrans officials say this

may be difficult, even with a 2-

cent-a-gallon state gasoline tax

increase taking effect in January.

The existing state gas tax is 7 .|

cents a gallon and the federal gas
tax is now 4 cents a gallon.

Michael Evanhoe, Caltrans’
executive director, said if the ex-
isting federal matching formula
for highway projects is continued,

California may need another 1 or
2 cents added to its gas tax to

fund its share of the added
projects.

Adriana Gianturco, retiring
Caltrans director, is urging the
state’s congressional delegation
to amend Reagan’s current gas-
hike legislation in a way that

would eliminate the need for an-

other state gas tax increase.
Another complication may be
efforts to freeze California high-
way funds by the Environmental
Protection Agency because air

- quality standards for certain pol-

lutants have not been met.

Bronte, the Caltrans spokes-

“man, said that under the Reagan

administration bill, California
would get an additional $225 mil-
lion in federal aid the first year

over the existing level of about .

$665 million in such grants.

are:

Avenue.

Alessandro Boulevard.

pect Avenue.

way.

Streets scheduied for repwrs

The major streets undergmng an overhaul in RwerSIde now ‘x ‘:

¢ Streeter Avenue, between Jurupa and Central avenues.
¢ Jurupa between Van Buren Boulevard and Streeter.
¥ Van Buren, between the southem city limit and Lincoln

v Chleago Avenue, between Petmsylvama Avenue and

v Tyler Street, between Arlmgton and Hole avenues. :
+ Arlington, between Alessandro and Victoria Avenue. [
v Olivewood Avenue, between Panorama Road and Pms-

In the spring, the city plans major wark on;

'/ Chicago, from University Avenue to 3rd Street.

v Jurupa, from Magnolia Avenue to Olivewood.
v La Sierra Avenue, from Victoria to Indiana Avenue.
¢ Lincoln, from Grace to Washington streets.

v Main Street from 3rd te the Pomona Freeway.

+ Olivewood, from Jurupa to Panorama. = '
o Umversny, from Comer Avenue to the Pomona Free-

+ Washington, from Lenox Avenue to V]ctOI’la :

. Van Buren, from Arlington to the Santa Apa River.
v Victoria, from University to 14th Street.

¢ Arlington, from Tyler to Magnolia.

Enrollment opens for

UCR Extension classes

- Enrollment for the University
of California, Riverside, Exten-
sion winter session has opened.
Classés begin Jan. 3 with
about 130 offerings, including
" courses in photography, writing,
‘the arts, nature, business, educa-

. tion and health.

‘A catalog of course descrlp-
tions is available from the exten-

:5;;;;.‘,,,,‘ sion office on campus. Catalogs
" ican’ be ordered and enrollment

can be taken over the telephone

‘at 787-4105 or (800) 442-4930, the
‘Stollifree number. Visa and Mas-

terCard are accepted as payment

for'enrollment.

“Two courses are for college—=

-".5j‘-'5:“b0und high school students:

“Preparing for Success in Col-

i lege” and “Preparing for the
- 'SAT.” There will also be a semi-
{ ‘narifor shy people and a three-

day program on “Computers in

i | Agﬂculture o

Street . . .
~ (Continued from Pag'é_"B-l) _'
street budget, though there have

been peaks and valleys. In the
1978-79 budget year the city spent

$573,357 for the streets. This year

the street budget is almost flve.
times that.

Last spring, when the council
was going through the budget, the

‘ streets were initially held to the

same level as the year before.

‘Wales then warned that the

streets would eventually deterio-
rate if the city did not do some-
thing more.

Since then, the streets got an
unexpected windfall, ending up at

~ the $2.8 million level for the bud-
get year that began in July. The =

city also set aside an additional
$1.3 million for patch work, the

routine filling of potholes pateh-

ing utility lines.

“That didn’t put us in Fat
City but it was a substantial im-
provement,” Wales said. If the
city can stay roughly near $215

million a year, Wales predicted .
_the city streets should be up to
snuff within five years.

One reason for Wales’ optx-_

mism is that with a slowdown in
Riverside residential growth, the

city is no longer building new

streets. The resources devoted to
those projects are now turned to
repairing the streets Riverside

; neglected Wales sald
‘But city officials said. they
_are worried about the effects of
_the recession on city revenues,
‘including those devoted to
streets. The bulk of the city’'s
street money comes from gaso-
line and sales taxes. If motorists
‘buy less gas, the state will have
-less. money for local streets.
; Of particular concern is the
- $600,000 for streets coming from
‘the gasoline sales tax. Under
state law, the money from the tax
_must first be devoted to the city’s :
transit needs, the buses.
Whatever is left can 20 to-
.Ward fixing the streets. So, if
revenue falls, the streets will suf-
fer ﬁrst

O e e B O e S e

“Weather
: RIVERSIDE — Fdir ex- -
cept for a chance of patchy National
low clouds or fog late night High Low Prc
“and early morning. Norther- AlBANY ..., 56 B4 24
1y winds by evening. High = gluquerque........ 53 = 24
foday in upper 60s 10 low 70s,  Anchorage . oAE a0k
tomorrow in 60s. Extended ' atjants 66 42 1.04
outlook, Wednesday-Fridov, Bismarck .35 21
fair with strong winds pggise - i3 12 36
through Thursday. Highs in Roston. . K7 5]
60s, lows in 30s. Yesterday's Brownsville ........... 78 54
high 73, overnight low 39. - Byffalo ... 67 ' 52 .23
. LOS'ANGELES — Cloudy Charlotte............ 73 49 .54
‘fonight. Low 51. Partly Cheyenne A oY
- cloudy during morning. i 55 .10
hours Tuesday, becoming 48 08
Aair .in the afternoon with 50 .31
gusty._northerly winds 20 o 42
30-mph in areas below can- 26
yons. High 66. v 0705
..BEACHES — Cloudy fo- A4 19
night.. Lows 46 fo 53, Partly 22
cloudy during morning Fairbanks .. 17y
“hours’' Tuesday, ' becoming  yartford.... 3% 03
fair_in afternoon with gusty Helena . 29 04
northerly winds 2010 30 mph  Hopelulu 73
in areas below canvons. Houston, 52
_Highs 64 To 68. Indianapolis.......... 63 41 .30
~ MOUNTAINS — Fair fo-  yancasCity.......... 28 79
* night but some fog and low - o
‘clovdiness along codastal lasNepast @ 37
slopes late tonight. Lows 28 | qyisyilie............... 44 24
to0 38. Partly cloudy Tuesday Memphis ... 45 05
with northerly winds 251035 - Miami.... 76
_'mph. Resort level highs 44 to  wilwaukee.. 33 31
2, inn lis 24
" DESERTS — Foir fonioht. ettt 0 20
Lows 34 f0 44 in nOrthern  New York,........ 56 .10
“deserts and 42 fo 48 southern  gklahoma CIW _______ 58 32
‘déseris. Variable clouds Qmaba.........37 22
sfuesday. North fa northwest Phiiadelphla ........... 70 - 60 04
~ winds 20 fo 30 mph. Highs in  Phoanix ... .67 45
northern deserts 55 fo 65 and Plttsburgh'_ 46 .15
. southern deserts 65 to 72. Portland. Ma... 46 06
Portland, Ore.......... 40 36

Rwer5|de gapid iy gg 3%

* Rainfall . Richmond....... 77 69 08 | B
R e % 0
Sept. 17 ; 0 Washlegton 7263
. Sept. 26 Y :

Sept: 27 .26 ; :
Oct. 26 05 California
‘ mgz ?0 S g; High Low Prc | &
“NovilO e 25 24 hours endmg4 a.m. today i
o Movo29 24 Bakersfield ........... 56 45
Mov, 30 " 121 Eureka.. = 52 .39
-~ Season to date: 3.87 Fresng .0 50 48
Last season to date: 2.86 Lancaster ............. 65 . 33
Los Angeles........... 5
Paso Robles... 43
- Riverside Red BIUff .. 50 .01
q'h‘a'“l-“”é*rain.lre-.r, Redwood City, 49
L AT
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- Ours is now one of the most efficient
companies in the world, thanks to months

of radical surgery.

Starting nearly two years ago, we -
looked hard at our markets and competi-
~ tion, concluded that—in our chief

~ executive’s words—"our company’s world

has changed forever,” and acted to

make the changes the new world requlred
Marginal nlante wuses -

productive cap aat

beverage cartons; fiber glass mat foxif_'_ i
shingles; fiber glass and other energy—
saving insulations; filters that clarify
foods, drinks, medicines; lighting systems
that illuminate roads ofﬁces basketball
ZAmes,
 These products and mdeed all
Manville products—have two things in
common: They're well made; and they

sty Vark S8 |
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