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Digest 
The Economy 

era! Reserve reported. It was tbe fifth c 
tion gains utter sue months oJ declines Economists said ihe ™ie was 
likely to slacken in comirg months, but none foresaw a big new reces­
sion, A preliminary estimate showed 1980 industrial production to be 
off 3-5 percent from the] P * total [ P a g e D l ] 

A record R*B billion w u Invested In money-market funds during 
the week ended Wednesday Camparauvely (ugh yields, averaging 
about 17 percent, and heavy stack selling were cited. [V>1 ) 

Compani«» 
Chrysler Carporalton shovid attempt to find a merger p inner , 

or lorm a Joint v«mur«. Treasury Secretary G. William Miller re­
portedly laid in* auto maker. Sources involved in the revised bailout, 
plan said Mr Miller pushed the point as a condition [or approval or 
an additional WOOrnillion in Federal loan guarantees. [PI ] 

Lenders lo Chrysler say payment, m effect, ol 15 cent* on the 
dollar for more than SI billion in loans is Ihe best they can expect at 
rhis point Some bankers say they are unsure that the 1150 million 
will bu [orincoming Formal approval of Ihe revised plan still must 
be obtained from Chryslers 125 bankers and other lenders. [D3 J 

Lawyer* (or th« American Telephone and Telegraph Company 
said the Justice Department was trying •» "destroy" the company, 
'"the greatest «il*rpni.e (inearth." They were responding to Govern­
ment charges, on The li«t day of the Bell Systems antitrust trial, 
that A.T aVT deliberately constructed s monopoly in telephone 
equipment a no services [PI J 

Nissan U.S.A. said It would raise the suggested retail price of its 
Daisuncars and trucks by an average of J192. or 2 6 percent General 
Motors and Ford Motor raised prices last week, inn Chrysler did not 
Nissan attributed the price increase to rising costs and the decline of 
the dollar against the Japanese yen. [D3 ] 

Burlington Industrie* repelled a 13 percent profit rise lor the 
quarter ended Dec 27.1M0 Bui the company Said recession abroad, 
poor demand lor knits, the weak housing markets and high intftfesr 
rates had all limned its result1; Champion International reported a 
46 9 percent decline, Amstar a sixfold gain and Ralston Punna a 9 6 
percent advance. [D3 ] Bankers Trust New York ssifl earnings be­
fore tTOCUriuev transactions row 36 percent and cited increased net 
interest income The Irving Bar* reported an B.5 percent nse and Se­
curity Pacific an 18 percent gam. [D3 ] 

International 
An Impasse between a down major banks and Iran may repre­

sent a major obstacle to Ihe release of the 32 American hostages The 
chief Iranian negotiator said American banki "'have not made an ac­
ceptable move" related 10 the transfer of Iran's frozen assets under 
their control He set a deadline [or today for the transfer of an un­
specified amount of Irozen bank deposits [AL] 

lran'% desire lo recover the fortune of ihe late Shah and his 
family faces maior obstacles Moot of the wealth is lodged overseas. 
Moreover, many of the assets in the United States are held in ficti­
tious namesor by secret corporations. (Alt J 

The Markets 
The Dew Jones Industrial average gained 3.SD paints to MS.S7, as 

energy issues rose on the prospects of early decontrol of demesne oil 
prices Some high technology issues declined on bearish industry 
forecasts Vohimt slowed m396 million shares [D6 ] Interest rates 
rase moderately m all credit markets. Analysts said thai the Federal 
funds rate must decline from the current l&to-20 percent range be­
fore interest rates will fall [DS ] The dollar rose sharply, bolstered 
by the high interest rates Gold gained (16.25, closing at $575.50 a troy 
ounce In London, In later New York trading. Republic National Bank 
quoted gold at 1561, down SS. [D9 } Soybean and potato future prices 
fell sharply, on Government estimates of large crop yields But 
orange juice futures continued to climb following the cold lempera-
mres thmdamaged Flonda'sciiruscrop £DS ] 

Today'* Columns 

slow finish after s fast start In contrast, Ronald Reagan is likely to 
pave the way lor stronger growth later in his term by starting with a 
fjght against inflation. Leonard Silk Economic Scene [D2 ] 

A pariqrman** cimiparlaan of various Investment advisers has 
been prepared by Computer Directions Advisors The service ana­
lyzes stock performance for institutions that managed more than 
$100 million in equity assets. Market Place- [M ] 
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Government, A.T.&T. 
Fire First Salvos at Trial 

By ERNEST HOLSENDOLPH 

WASHINGTON. Jan 15~Theauor-
ney lor the American Telephone and 
Telegraph Company, responding to the 
justice Department's opening charge 
today in iti huge antitrust lult against 
A.T.ftT.. saW the department was 
deliberately crying to destroy "the 
greatest enterprise on earth,' ' 

Lawyers [or the Justice Department 
had accused the Bell System of using 
its siM and power tg iosler P monopoly. 

In six hours of opening diecourse in 
United States District Conn. George L. 
Saunders Jr. for Bell and Gerald A 
Council lor the Justice Department laid 
out the dimensions ol the arguments 
lhat are expected tn untold in ire torn. 
tng months 

, with lawvers —23 lor the Jw 
Department and 21 tor A T.LT — n 
irig up n third nf the gathering 

lated prices lor .services; blocked the 
makers of competing equipment, and 
maneuvered lis own phone companies 
into buying in-house machines 

Partly in response to these charges, 
Mr Saunders said that the company 
scrupulously abided by the orders of 
the regulatory agencies, and that any 
resistance was In response to efforts by 
competing companies to offer service 
only In choice markets while avoiding 
losing markets Bell serves by law 

enormous but friendly elephant, some-
what of a slow thinker, stumbling 
through the regulatory Jungle " He 
continued. "The elephant can't quite 
figure out what Its regulatory masters 
want, but there Is that feeling that the 
beast can at any lime reach out. reach 
out and crush someone. 

"But regulation means never having 
to say you're sorry." he added, para~ 
phrasing the oft-quoted line from the 
Each Segal novel "Love Story," 

In response. Mr, Saunders saki' "1 
seldom read Segal, but I have read Vol -
taire. On riding across France once, he 
said he found that the laws changed 
n«ariy as often as ht had to change 
horses. In regulation too. things are al­
ways changing, and we are blamed for 
not anticipating the changes.,h 

Despite today's courtroom action. 
both sides are still talking Informally 
about en out-of-coun settlement, 
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Cigarette Tar Wars Intensify 

New Brands, 
Huge Sums Put 
Into the Battle 

By STEVE LOHR 

The dollar anic and intensity of the 
so-called tar wars — that marketing 
struggle tor huccess ir selling low-tar. 
low.mcoime cigarettes — has been 
stepped up m recent months. 

Increasingly, the market lor "clean­
er" cigarettes is the arena where most 
of ihe tobacco industry's new products 
are being introduced, where its adver­
t i n g , dollars are being poured and 
where an ever-growing share of the na 
lion's H million smokers are to be 
found So it was only appropriate that 
the Surgeon General's annual report on 

During the past year, the major Clga 
relie producers have trotted oui new 
entries at diizymg speed and startling 
wpense The most striking evidence ol 
the trend is ihe current campaign for 
the Barclay brand by the Brown it Wil­
liamson Tobacco Corporation — the 
most expensive new-brand effort in the 
history of theindustry 
JIS* Million PTomoi Ion 

Last September the company, a dis­
tant third in the industry and fifth m 
Ihe kiw-tar field, started Barclay with 
a RIM million bankroll lor advertising 
and promotion, according to industry 

Fast Growth for Low-Tar Cigarettes 

range, reportedly spent for several i 
cent new |a bels. were tops 

The company's blitzkrieg effort is 
generally viewed as a last-ditch at­
tempt to gain a stake in UIE low-iar 
sweepttftkef 

"Brown & Williamson's approach 
with Barclay/ ' said Jeffrey M. Weiri-
garten, an analyst for Goldman, Sachs 
& Company, "is clearly an indication of 
that company's need co make an im­
pact in the real growth segment of the 
market — low-tar — and Its lack of rep-

Tar refers to thepamculaie. orsishd. 
matter of a tobacco blend, which is 
iranslormed into vapor as it is smoked 
Nicotine, found an tobacco leaves, is a 
ha hit-forming drug that if poisonous in 
large quantities Cigarettes with high 
tar ratings also lend to contain rela­
tively high levels of nicotine 
Favored by Women 

In the U B billion-a-year cigarette In­
dustry, the 100 or so low-tar entries last 
year accounted [w 48 * percent of all 
cigarettes smoked, up lrom just 16.7 
percent m 1976, according to John C 
MaxweH Jr., an analyst for Lehman 
Brothers Kuhn Loeb, whose regular 
statistical reports are widely followed 
in the industry. 

And more and more smokers seem to 
be switching to low-tai brands. "We're 
probably up to 50 percent cr more by 
now." Mr Maxwell says Women, in 
particular, seem to prefer low-tar 
brands, industry analysts say 

Some of the sales gains, analysts say, 
are UIE result of "compensation" 
fimoking Some smokers, apparently 

Continued OH Page D]3 

Miller Insisting Chrysler 
Pursue Merger Search 

ByAGrSSALPUKAS 

WASHINGTON, Jan 15 —Treasury 
Secretary G WJUam Miller is minting 
that the Chrysler Corporation continue 
ic take all possible steps to find a 
merger partner or form a joint venture 
to improve its long-term viability, ac­
cording 1c people involved in the auto 
makers efforts to get additional Fed­
eral loan guarantees 

In giving conditional approval For 

mh Itself lo take all possible steps to 
obtain an infusion or new capital 
throughmergerc 

forts to find a merger partner A search 
committee consisting of Chrysler di­
rectors has been assisted by Salomon 
Brothers, the New York investment 
banking house This provision was in­
cluded, said one person close to the 
situation, because ol Mr Miller's belief 
that the company's survival depends 
on finding a merger partner end his 
feeling that the company was not 
try! ng hard enough to 11 nd one 

A spokesman for the Treasury De­
partment said loday that Secretary 
Miller had no comment. 

Lee A lacotca. Chryiler'5 chair­
man, said last night «i a new; confer. 
enre where the board's conditional ap-

Mr la said 
that one of the best possibility 
Joint venture was to produce a light 
truck with anr ol the Japanese auto 
makers at Qirvsler's truck plant in St 
Louis, which uTa£ closed last July The 
plant has modem equipment, he noted 

There are many major hurdles to 
pvercome before Chrysler can begin to 
draw on the loan guarantees 

One of the steps was taken today 
when Chrysler's board of directors 
voted unanimously to accept the condi­
tions of the revised plan asked by the 

The loan boa nd is expected ID give of-
ficial approval for the additional loan 
guarantees at a meeting tomorrow 
There is then a 16-day watting period so 
that Congress can review the board's 

During lhat lime Chrysler official* 

Continued on Page D3 

British Steel: Momen t of Truth 
By WILLIAM BORDERS 

LONDON. Jan, IS— Ian MacGregcr, 
the Scothsh-born American who was 
brought back to Britain last year to try 
to save the British Steel Corporation. Is 
polling his work force on what he Says 
ii a lasUctiance survival plan for the 
company. 

In the voting tomorrow. British 

freeze and the elimination of at feast 
20,001) Job* And if they vote no, Mr 
MacOregorsaid last week, ii wtll mean 
that "we are really starting the process 
of liquidation of the company " 

The Government-owned corporation 
registered a k»s of 51.3 billion m the 
last fiscal year. Mr MacGregor has 
said that the current yeer will be 

biuntneu that has charac[erl*ed many 
of the statements he has made since he 
came here last summer from New 
York, where he was a partner in Laz-

i freres *Tf we v 
piny we wouk) now be out of busl-

tl.fl Billion Bequest 
J UM to keep going lor the next year, 

the company plans soon to ask the Gov­
ernment of Prime Minister Margaret 
Thatcher for a new inluainn ol Jl.B bil­
lion Inatd ButMF MHcGiegorhassaio" 
that the approach to the Government Is 
dependent upor. a favorable outcome tn 
the voting. 

"How can I ask the Government for 
fthe monty] British Steel needs ur­
gently unless 1 know trial you support 

The Iron and Steel Traded Confedera­
tion, which represents about half of the 
work force, has urged Its members to 
vote against the plan "because they 

erfll secreiary, Mr. MaCQregor "Raw 
us a direct commitment [hai no plan 
would be produced until we had an op-
ponuntty to provide an input " 

The purpose of the ballot, the unlor 
leader said, is ID enable the manage­
ment 'to go to the Government anc 
say, 'the workers will a wept anything 
thechairmansays ' " 

Other, Smaller unions represented at 
the company have recommended that 

liit- plan be accepted Because or the 
current recession, the worst economic 
slump here since ihe 1930's. many 
unions thai are usually miliiunl have 
been accepting settlements thit. winter 
we.l below tbf-rateof inflation 

tn Mr Sfrs's view, which is widely 
shared by other opponents or Mrs. 
Thfitcher, jwn of the purpose of the 
Government's economic policies, in 

Cantintwdon PageD2 

December 
Production 
Upbyl% 

Some Slackening 
In Five-Month 
Trend Noted 

WASHINGTON. Jan 15 CAP) — 
American industry increased rts pro-
ductinn by a full I percent in Decem­
ber, the fifth consecutive munih at thai 
rate or higher, the Federal Reserve 
Board reported today 

Large industry suffered badly when 
the economy went into a slide early last 
year, "and the recovery is taking place 

said William Cox. the Commerce De­
partment's deputyebief economist 

Decemoer"s rate of production in­
crease slipped a bit from the 1.9 per­
cent and 1,6 percent rates of October 
and November, respectively, and I 

provaE of the loan guarantees was an­
nounced, that elirr.JlttLnE about |L bil­
lion in bank debt would greatly en* 

for half of the debt and conversion to 
preferred stock lor the other half Ac­
ceptance by the lenders, Mr lacocca 
declared, would help bring "(everal 
suitors out of the woodwork " 

He said that there had been talks 

Con ! 
slowing ' 

t be surprised t 

A slackening irend might be Fueled if 
interest rates remain high and ex* 
peeled declines in aoto production 
housing starts i 

business i 
tight," and be said demand for various 
products and materials, remained 
strong Under those conditions, he 
added, "You don't suddenly have a re-

SHII Down from lSTU 
The figures released by the Fed 

today indicated that, despite rapidly 
rising production in the second half of 
(he year, output in December was still 
down 1 2 percent from the previous 
December, before the recession set in 

And a preliminary estimate for all o! 
last year "shows industrial production 
to have been 3 b percent below output 
for 1979," the board said 

The report showed seasonally ad­
justed produdKin increases for all 
major categories of consumer goods, 
equipment and materials except auto­
mobiles 

Continued on Page DM 

Industrial Production 
-noex rfinial industraa prorfucfetw 

Cash Flow 
Into Funds 
Sets Record 

A record S2 8 billion of new cash 
flowed rntn the nation's money market 
funds in the week ended Wednesday, 
the investment Company Institute re­
ported yesterday 

The two principal reasoni for the 
huge growth appear to be the relatively 
high yiekH currently offered by the 
funds, compared with competing flnan-

ol the W money 
iiual funi 

Lr>rlatS78?bLlllon 
-d by the mutual fund trade 

reversed a prior three-week period of 
declines. 

*ing the money pour I 

£4 billion fund, new deposits outpaced 
redemptions by about St5G million in 
the past week Or so, Mr. Berfcowltz 

The recent decline in interest rates 
now gives the money funds a tempo­
rary yield advantage over other finan­
cial insiruments "The funds are pay­
ing a much more competitive yield 

The fund* invest In such shorn 
Conllnordon Page Lit 
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Cigarette Tar Wars Intensify 

New Brands, 
Huge Sums Put 
Into the Battle 

By STEVE LOHR 

The dollar ante and intensity of the 
so-called tar wars — that marketing 
struggle for success in selling low-tar, 
low-nicotine cigarettes — has been 
stepped up in recent months. 

Increasingly, the market for "clean-
er" cigarettes is the arena where most 
of the tobacco industry's new products 
are being introduced, where its adver­
tising dollars are being poured and 
where an ever-growing share of the na­
tion's 54 million smokers are to be 
found. So it was only appropriate that 
the Surgeon General's annual report on 
smoking, released Monday, focused on 
low-tar cigarettes. 

During the past year, the major ciga­
rette producers have trotted out new 
entries at dizzying speed and startling 
expense. The most striking evidence of 
the trend is the current campaign for 
the Barclay brand by the Brown & Wil­
liamson Tobacco Corporation — the 
most expensive new-brand effort in the The New York Times/ Jan. i6. mi 
history of the industry. 
$150 Million Promotion 

Last September the company, a dis­
tant third in the industry and fifth in 
the low-tar field, started Barclay with 
a $150 million bankroll for advertising 
and promotion, according to industry 
estimates. Previously, so-called rollout 
budgets in the $50 million to $60 million 
range, reportedly spent for several re­
cent new labels, were tops. 

The company's blitzkrieg effort is 
generally viewed as a last-ditch at­
tempt to gain a stake in the low-tar 
sweepstakes. 

"Brown & Williamson's approach 
with Barclay," said Jeffrey M. Wein-
garten, an analyst for Goldman, Sachs 
& Company, "is clearly an indication of 
that company's need to make an im­
pact in the real growth segment of the 
market — low-tar — and its lack of rep­
resentation there so f ar ." 

Tar refers to the particulate, or solid, 
matter of a tobacco blend, which is 
transformed into vapor as it is smoked. 
Nicotine, found on tobacco leaves, is a 
habit-forming drug that is poisonous in 
large quantities. Cigarettes with high 
tar ratings also tend to contain rela­
tively high levels of nicotine. 
Favored by Women 

In the $18 billion-a-year cigarette in­
dustry, the 100 or so low-tar entries last 
year accounted for 48.8 percent of all 
cigarettes smoked, up from just 16.7 
percent in 1976, according to John C. 
Maxwell Jr., an analyst for Lehman 
Brothers Kuhn Loeb, whose regular 
statistical reports are widely followed 
in the industry. 

And more and more smokers seem to 
be switching to low-tar brands. "We're 
probably up to 50 percent or more by 
now," Mr. Maxwell says. Women, in 
particular, seem to prefer low-tar 
brands, industry analysts say. 

Some of the sales gains, analysts say, 
are the result of "compensation" 
smoking. Some smokers, apparently 

Continued on Page D13 
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Tar Wars Intensified 
By Cigarette Makers 
Continued From First Business Page 
dependent on a higher level of nicotine 
than the low-tar brands provide, are 
smoking more low-tar cigarettes a day 
than they did of the higher-tar ciga­
rettes. 

While the Federal Trade Commis­
sion defines the entire low-tar category 
as any cigarette with 15 milligrams of 
tar or less, the real focus of activity of 
late has been in the so-called ultra-low-
tar segment. By contrast, the most po­
tent nonfiltered cigarettes, such as 
Camel, deliver up to 26 milligrams per 
cigarette. 
Many New Offerings 

Besides Barclay, the list of new offer­
ings in the ultra-low group of late in­
clude: Cambridge, introduced by 
Philip Morris Inc., the second-largest 
cigarette company; Winston Ultra and 
a new version of Now, by the R.J. 
Reynolds Tobacco Company, the indus­
try leader, and a lower-tar style of 
Carlton, by American Brands Inc. 

3390348835 

More entries, such as Philip Morris's 
Merit Ultra-Lites, are being test-mar­
keted or developed in laboratories. 

Definitions are somewhat fuzzy as to 
what constitutes an ultra-low-tar ciga­
rette, but R.J. Reynolds, for one, 
places any cigarette with 6 milligrams 
of tar or less in the ultra-low grouping. 

At present, by that definition, the ul­
tras represent about 9 percent of ciga­
rette sales, up from 1 percent in 1977. 
Some industry analysts predict that 
this segment will grow to more than 11 
percent this year. 

In the ultra-low-tar market, Ameri­
can Tobacco's Carlton, with 2.7 percent 
of the total cigarette market, and Rey­
nolds's Now brand, with eight-tenths of 
1 percent, are the lenders. 

In the broader low-tar grouping, 
Philip Morris's Merit, with 4 percent, 
and Reynolds's Vantage, with 3.8 per­
cent, are on top. Merit's 4 percent 
translated into 24.5 billion cigarettes in 
1980, according to Mr. Maxwell's calcu­
lations. Loritlard is another major pro­
ducer, with such low-tar brands as 
Kent, Golden Lights and True. 

Many analysts say the market-share 
growth for low-tar brands may soon 
level off, while the quest for still less 
tar and nicotine has about reached its 
practical limit, with some brands hav­
ing tar ratings of less than one-tenth of 
1 percent. 
Some Failures Cited 

Skeptics say that there are still 
enough die-hard smokers of nonfiltered 
cigarettes to account for 7 percent of 
total sales. They also point to certain 
recent failures of the ultra-low brands. 

For example, Some analysts said 
that Philip Morris made a tactical mis­
take by featuring its lower-tar boxed 
version of Cambridge in early promo­
tions, rather than the slightly higher-
rate soft pack, which some smokers ap­
parently found more flavorful. 

Whatever the reason, Cambridge 
held a market share of three-tenths of 1 
percent at the end of 1980, despite some 
$50 million in advertising and promo­
tion. A rule-of-thumb in the industry is 
that a cigarette must get at least one-
half of 1 percent of the overall market 
within a year or so to survive. 

In his report released this week, the 
Surgeon General, Dr. Julius B. Rich­
mond, said that switching to low-tar 
and low-nicotine cigarettes does seem 
to result in some "limited" reduction in 
the risk of lung cancer, compared with 
higher-rated brands. 

But he expressed concern about the 
possible new health hazards posed by 
flavor additives used In the low-tar 
cigarettes, including shellac, caramel, 
eugenol and other chemicals. 
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