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The Economy

industrin) preduction increased ) percent in December, the Fed.
eral Reserve reported. It was the ifth consecutive manth of produc-
ti0n gains, atter six months of declines E.CONOMISTS suid the rate was
likely 10 siacken b Comng manths, but none foresaw a big new reces.
s10n. A preliminary esumate showed 1380 mdustrial production Lo be
off 3.5 percent from the 1979 total [Page D1.)

A record 5.5 billjen was invested tr money-market funds dunng
the week ended Wednesday Comparauvely lugh yields, averaging
sbout 17 percent, and heavy stock selling were cited. [D1 )

Companies

Chrysier Corporation showld atiempt ta find & merger puriner,
or form a joint venture, Treasury Secretary G. Willlam Mifler re.
portedLly 10ld the suto maker. Sources involved In the mvised bailout
plan sa1d Mr Miller pushed the point 45 # condstion for approval of
an additional $400 millior n Federal loan guarantees. fD] }

Lenders 10 Chrysier 3y peyment, in stect, ol 15 cents on the
dollar for more dun 51 bilhan 15 loans 15 the best they can EXpECt at
this point Some Ihey Are unsure that the $150 milhon
mllhelormcommg Formal approval of the revised plan atill must
be obtained from Chrysler's 125 bankers ahd other ler 5. [D3 )

Lawyers for the Amerkeun Telsphone and Telegraph Company
said the Justice Department was rving 1o~ dam*/y" the company,
“1he greatest enterprise unearth.” They were respanding to Govern-

ent charges, on the first day of the et 5y Sysiem's antitrust (nal,
that AT &T deliberately construcied @ monopoly 1o telepl
equipment and services (DI ]

Nissan U.5.A. sald it would raise the suggesied reiadl price of its
Datsun cars and trucks by an average of 3192, or 2 6 percent General
Malors and Ford Motor ratsed prices last week, but Chryster did not
N1ssan atiributed the price mcrease Lo nsing codts knd the decline of
thedofiar egesnst the Japanese ven. [D3 ]

Buriingion indusiries seporied a 13 percent profis rise far the
quarter endad Dec 27, 1860 Butthe company daid recession abroad,
poor demand {01 knns, the weak housing markets and ngh wnterest
rates had ali bmued s results Champion Internadonal reported &
46 9 percent dechne, Amstir & sixfold gain and Ralsien Purina 6 8 §
percent advance. [D3 ] Bankers. 'I'rusl New York said eatnungs be.
fore pecurities transacuons rese 36 percent and cited ncreased ner
mterest ;ncome The Irving Bank reported an B.5 percent nse and Se-
curity Pacific an 18 percent g, D3 ]

International

An impasse becwees & dosen major banks end Iraa may epre-
s 2 major abstacle to the release of (e 52 Amencan
chief Iranian mlawr said American banks “'have 7ot made ln ac-
ceptablle move” Telated 1o the transfer of Iran’s frozen assets under
therr contral He se: n deadline for today for the transter of &% wn-
specified amount of Irozen bankdeposits [Al]

Iran's desire (0 recover the jortune of the Inie Shan and s
family faces major obstacles Most of the wealLh is lodged oversess.

Moredver, many of the assets i the United States are held in hict.

(10us names o by secret corporations_ (ALD |

The Markets

The Dow Jones indusirial werage gained 1,50 points 10 969.97, a8
nergy 1ssucs rose on the prospects of early decontrol of domestic ol
pnm Some high techoology issues declined on beansh mdustry
forecasts Vohmme slowed 1 38 6 miliion shares [Dé ] lnterest rates
rose modetately in all credit markets. Analysts said thai the Federal
funds rate must decline from the current 15-16-20 percent Tange be-
fore interest rates will fall {05 ) The dollar rue ‘hlrpiy. bolatersd
a1 8575508 troy
In I lac N onal Bank
quoted goid at 3561, down 58, [DO ] Soybean ard potolo fulure prices
fell sharply, on Government estimales of urge crop yicids But
orange juice futures continued to chmb following the culd lempera-
rures that damaged Flonda's citrus crop [

Today’s Columns
President Catter's economic rocord in close 1o those of the Nixon
rd Administratioms. But ks problem with the eleciornle was 3
slow finish after  fam siart Incontrast, Ronald Reagan is likely to
pave the way for stronger growih iater in hus térm by starting with a
n;m agamst infiation. LeonardSiik Economic Scene (P2 1
of various agdvizers hus
been preplred by Computer Directions Advisort The service una-
iyzes stock performance for Institutions that managed more than
$100 rilison in equty assets. Market Place. [D6 ]
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Money Market Fands

Government, A. T.&T.

Fire First Salvos at Trial

By ERNEST HOLSENDOLPH

ey i respanie to these charges,
Mr Saunders said that the company
the orders of

Srcun19 The N Yorh Thes
WASHINGTON, Jan 15 — The attor-
ney for the Amencan Telephone and
Tc\ensph Compuny. nanmdmj wu-e
Justice Department's opening cha
today in its huge antitrust it ng-mm
AT.AT., soid the depariment
awher-my trying lo destroy e
gmmnmlemrmmurth

ce Depariment
P Symm of using
its size and power 1o joster o mmwwiy

In $1% hours of opening diccourse in
United States Drstric Canr, Geo

Connell for the Justice Depurtment laid
out the dimensions of the arguments
that are tupeueﬂ 0 unlold in the comn.

ing months

The courtroom: of Judge Harold H
Greene was packed for the open g sui
vos, with lawyers -— 33 lor the Justice
Department anc21 for AT.&T — mak.
1g up 8 third of thz gathe

Mr. Comnell said the Government
would seek to show that Bell manipy
1ated prices for services; blocked the
makers of competing equipment, and
maneuvered s own phone compenies
1nto buying mn-house machines

ablded
the ugunmrv agencies, and that any
restatance was In response eto efforts by

he Govemment
m i T LT reramoed ni ol an
snormous but (nendly sie
what ot & slow thinker.
through me esulary jungic  Hie
continued, * elephant can't guite
fugure out v/nm iy regulsiory masiers
want, but there 14 that Iasllng that the
beast can a1 any time Teach out, reach
and crush someone,

"But reguintion m-'ns never n-vmg

io suy you'se sorry.” be added,

En Sing, the Glt-quoted e feiah e
ric

Story.*
n response, Mr. Saunders said' ™)
seldory read Segel, but | have read Vol-
taire. On riding across France ance, he
sald be found that. he lwwt. changed
resrly 45 ollen a5 Nt nge
Faraes. 1n vagunation 0o, things aTe &1
ways changing, and we are blamed for
nat anticipating the changes.
Despite 10dAy's COUFTOOM RCAl
both sides are st 1alking mlomully
Aboul B ow-0f-court settlement,

Ehe New Pork Eimes
Cigarette Tar Wars Intensify

New Brands,
Huge Sums Put
Into the Battle

By STEVE LOWR
'rm deliar ante and imensity of the
called tas — that marketng
s{ruggle 10! hucc«h lv‘ s&llmg Jow-tar,
low.nicotne cigare! 5 been
stepped up 1n recent mantin
Increasingly. the marhel for “ciean-
e’ crpareties is ‘where mast
of the tghacco mdustry’s e ‘products
are being introduced, where ifs acver-
nang, dollars are bemg poured and
where an ever-grawing share of Lhe na
Voms 54 mllign smckers are 10 be
found So 3t was only appropnate that
the Surgeon General’s annul repert on
smuking, reieased Monday, focused on
low-1ar Cigareties
During the past year, the ma)or ¢iga-
relie producers have trotted oul
entnes ot duzying speed und siariling
pense The most striking evidence of
Eh& trend )s the curreat (lmpllin for
the: Barctay brand by the Browa il
hamson Tohaceo Corperaiion — the
most expensive new-brand effort in the
story of thendustry
$154 Million Promotion
Last September the company, & dis-
tant third 1n the odustry and hith 1o
\he kew-tar held, siared Brrclay with
2 5130 ptihan bankroll for advertising.
and oli0n, BCCArding €0 INdusLry
estymates Previously, secalled roilout
Budigecs :n the 350 million 10 380 miitior:
range, reponedly spent for several re-
wnlmw labels, were taps.
’s bhizkneg efory 15

viewed a5 & Jasiditch st

gencrally
iempt 10 gan A stake in the low-tar
sweepstakes

“Brown & Wilamson's aperoach
with Barciay,” said Jefirey M, Weis-
Tarten. ah anatyst for Golgman, Shehs
& Company, i Clearly an indication of

thas y's need to make an im-

pact in the real grawih segment of the

markel — ICw-1ar — lnd ILﬁ inck of rep-
auen there 3o far

Tar refers 10 the parucuiate, or sohd,
matter ol 2 tobacce blend. which is
translorred into vapor as 1t 15 smoked
Nicotine, fpund on tobacce leaves, 1s 2
hahit-forming drug thal i puSOnous 16
large quantiies Cigarettes with high
tar retings aiso lead to contain reia-
uvely mgh tevels of micotine
Favoredby Women

In the $18 bilhion-a-year Cigaretie
dnslry the 10D or 8 low-tar entries last

jor 46 8 percent of all
mglutns roked, up trom just 16.7
percent n 1976, accarding o John C
Maxwell Jr, an analyst for Lehman
Brothers Kuhn Loeb, whose regular
statistical Teports are widely followed
in the industry.

And more and more smokers seem to
be switehng to iow-tar brands. “We're
vmb-bly up o 50 percent or more by

Mr well says Women, in
p-mcuur. mm o preter
brands, mdustry analysts say

Some of the sales gains,

tar

Fast Growth for Low-Tar Clgarettes

Totsévs kow-tar tigarsite consunghan, In billons

TOTAL, INCLUDING LOW-TAR
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T N ork Temens Jun 15 1001

December
Production

Upby 1%

Some Slackening
In Five-Month
Trend Noted

WASHINGTON, Jun 15 (AP) —
Amencan (ndusiry increased its pro-
duction by a tull | percent i Decem:
ber. the hiith consecutive month at that
rote or bigher. the Federal Reserve
Board reparted 1008y

Large mdusiry suffered badly when
1he economy went Into a slide earty inst
vear, “and e FECOVETY 15 1aKIng. pisce
Where the recession it the ha
savd Wilhum Cox, the Commerce Te.
parment’s deputy chief economest

Decemoer's rale of production in-
crease sipped 2 bit from the 1.9 per-
<ent and 1.6 percent rates of October
and November, respecuvely, and Mr
Cax said, "1 wouldn't be surprised 1o
Set 11 Continus siowing

Aslackentng 1rend mtgm be tueied if
Interest rates remamn hign and ex-
pected declines in A0to produciion and
housing Starts materialize, some ana-
tysts beheve

Miller Insisting Chrysler
Pursue Merg, er Search

By AGIS SALFUKAS

Serciat 1 The M Yors Times
WASHINGTON, Jan 15 — Treasury
Secretary G William Miller is msisting
that she Ehrysler Corparaucs conlinue
o take 4k possibie steps 1o find m
erger partner or form a ot veniure
10 ymprove ks long.terms mmnutx ac
carding 10 peopie mvoived m the auto
maker's efforts to get additiona] Fed-
ersl laan guarantees
In gwving condinional approval for
400 millon n such guaranices ast
night, the Chrysier Loan Guaraniee
Bowrd, wmch Mr. Milles heads, stipu-
red that the company agree ™
ot een o cave ol possitle steps o to
obiain_ &0 infusion of

Chrysier is required to repo:
nnymmbmrammepmgussnu(
forts to femd a merger pariner A search
committee consistng of Chrysler di-
rectors has been assisted by Saloman
Brothers, the Nel' Yeork investment
banking house This prowision was in-
Cluted: sad one erson diose 10, the
siwalion, because of Mr Wiiier s betie!
that the company’s survival
oo finting o metger partner end Mg

pany was not

2y,
are the resull of “compensaton”
smoking Some smokers, apparently

Continued on Page D13

Mibler

Lee A facocca, Chrysler's chair-
man, said last night &1 a news confer.
‘ence where the board’s canditional ap-

proval of the joar. FURFaNTeeS Was ma-
nounced, thet ehraunuinag about ¥l -
Jlon 1n benk debt would greatly en-
hance Chrysier's abiity 1o find a
merger panner
Under the plan, the lenders would a
cept payment of 30 cents on the do]llr
for hail of the dedt an
preferred stock for the ethzr hnlf AE»
ceptance by the ienders,
lared, would help bnnx o]
m\mr!ultul The woodwor
that there had been talks
with the Maisubrshy Molors Corporation
' Peagent but that Chrvsiers debi
was now so high that those companies
‘were reiuciant o make serous offers
i1 anmiervew, M lncocca said

However, Mr Cox noted that recent
Commerce deparument figures showed
Busmess inventories were “relatively
tight,”" and he sa1d demand for various

roducts  and  metenals
Strong Under those conditons, he
added, ' You don'l suddenly have a T
cesston selnngie
Stlil Down from 1978

The figures released by 1
tocay mdicated that, despie n;m:u
rising production m 1he second hal
(he year, output in December was mll
down |12 percent from ne previous
Decembef belort the recesswon 88110
unary esumate for all of
lm yenr mws industrial produciion
1o have been 3 5 percent below Quipat
Tor 1879,” the Mrﬂ sad

The report showed seasonally ad-
Justed pmﬂntlmﬂ m:mses fer sl
major categuries of consumer
equipment and Taterinls tacent aulo:
mobijes

Aulgs were assembled #t mn annual
rateof 6.3 malifon uniis in December, &

Continued on Page D10

hat one of the best
jont veneure was 1o produce 8 hgm
truck with one of the Jaj
makers at Chrysier's track plant by
Lows, which was closed last July The
plant has modem equ |pmenl he noted

There ai l'éy jor hurdles to
overcome belure hryslev can begin 10
draw o the oan guaranices

ne steps was uum today

when CN'YSM‘ s board durectors
valed unanimously (o accepl the
fions of the revised plan asked by the
Joan board

The laan board 15 expected 10 give of-
freial appmvll for the additions! Ilnvl
guaraniees &t 3 meetm,
There 15 then a 15-day w-mruper\od s0
that Congress can rewiew the bosrd's

action
During that time Chrysler otheials
Continued.on Page DI

Industrial Production

British Steel: Moment of Truth

MJIJASOND JPMAMIJASOHD O
1978 1980
i Souicu Fadarsl Rosens Boars

Socci s The Ne (o0 Times

LONDON, Yan. 15— lan MacGregar,
the Scothish-borp Amencan who was
brought back (o Britain last year 1o try
1o save the British Steel Corporation. s
polling s wark farce on what he says
15 @ |ast-chance survival pian for the
company.

In the votmg tomorrow, British
Steel's 130,000 empicyees are being
wsked to approve a Semonth wage
freeze and ihe elimination of ut Jeast

they vote no, Mr

cGregar suid last week, i1 will mean

that “'we are really sLarting the process
of hquidation of the corpa

The Government-owned corporation
registered & koss of $1.3 billwon m the
Jast fisca) yeer. Mr MacGregor has
md that the currem yeer will be

T8y any ordmary rechoning, British
Sieel 1s bankrupl,” he said, with a
bluntness that has characterized many
of the statements he hus made since he
camme here last summer from
York, where he wes & pertner in Lar-
ard Fréves “T{ we were a private com.
prny we woukl now be out of busi.
ness

$1.8 BMillon Request

Just 10 keeD goIng for the next year,
the company plans 500n 10 ask the Gov-
emment of Prime Minister Margarel

Ina
thai the approach (o the Govemmest Is
dependent upar. a avorable oulcome in
thee voling.

ask the Gnvemm!m [nr
fthe momy] Rritisk Steel needs
gu\liy unless T know thal you zuppm
ke asked In & lever senl 10 81l the
mpieyru aaking them 10 apRrOVE the
salvage p
The tron and Steel Trades Conledera-
tion, which represents about half of the
work [arce, has urged its members o
vote against the plan “'because they
nave had no say in 1S formulation
According 10 Bl Sirs, the umon’s gen-

s o
“3{\.}90 3:@@@%@ &tn permission of the: copyright owner  Further reproduction prohibited without permmiss on

By WILLIAM BORDERS

& steel mill n Seath

Tra N York Times.

Wates. Mr. MacGregor, head of the

The New vark Timas,Jan 16 1)

Cash Flow
Into Funds
Sets Record

A record 828 billon of new cash
flowed mto the nation's money markal
funds n the week ended Wednesday,
the Investment Company Instiwie re-
ported yesierday

The two prim:m-l reasons for
huge growth appear 10 be the nlnunly
high yields currently
funds, compared with competng finan.
cia) instruments, and & diversion of in-

ni money from the siock mar-

ket
The aggregate assets of the 97 m
tundo counted y e mutual fandtrade

[l

That periomance.  sdded
previous week's 514 billion
reversed 2 priot three.week pe
declines.

“We'Te seeing the n
F.m * Willinm Berkowita, premoent

Dmyv\n Liquid Assets, said For |he

bilhon fund. new deposits outpa:
about St56 mlllbon in

the
!umD‘
ed of

fan MacGregor
Arirish Sieel is fightiag 1o

eral secretary, Mr. MucGregor “gave

. us & direct commitmernt tha! no pian

would be produced unti we had an op-
pﬂnunxl) 10 provide an input
of the hallot, the unior

eoder zaid, 18 tn anable the reanage-

ment 1o go 1o the Government &l
say, ‘the wmkers wil accept anymlng
the chairma;

Other, :mlﬂer ‘unions represented at
the company have recommended that

npany frem

the plan be accepted Because of the
current recession, ihe Worst econemic
siump here since the 193%'s, many
umions that are usuaily mlilant have
been Acuephing sertlements this winter
wei| belaw the race of iflation
in Mr Sirt's view. which 18 widely
shared by otier oppenents of Mrs
‘Thatcher, pan of the purpase of
Government's economic  polcles, m
Cantinued on Page D2

lhe et week o7 50, Mz Berkowitz

TR recent decline in mierest rates
fuw gaves 1 y funds 8
rary yield advaninge over other finan-
il Tnsiruments The funds are

ing » mich more
than was the

Atfred  “ohasen, chiet ecanarm
the  [nvestment Commny Insmmz

said
The fungs invest In such shortterm
Conlinued on Page D5
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Cigarette Tar Wars Intensity

New Brands,
Huge Sums Put
Into the Battle

By STEVE LOHR

The dotlar ante and intensity of the
so-called tar wars — that marketing

struggle for success in selling low-tar, Blocked due to ¢ ;

low-nicotine cigarettes — has been See full pace .u?;:’ynght.

stepped up in recent months. c¢ lull page 1mage or
Increasingly, the market for ‘‘clean- microfilm.

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, reieased 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-
liamsen Tobacco Corporation — the
most expensive new-brand effort in the ™ -
history of the industry. ¢ New York Times/ Jan. 16, 1981

$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 miltion
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 far."”"

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 peisonous 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 (o
be switching to low-tar brands. *‘We're
probably up to 50 percent ar more by
now,'” Mr. Maxwell says. Women, in
particular, seem to prefer low-tar
brands, industry analystssay.

Some of the sales gains, analysts say,
are the result of ‘‘compensation'’
smoking. Some smokers, apparently

Continued on Page D13
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Source: John C. Maxwell Jr., Lehman Brothers Kuhn l.oab research

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 ofter-
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.

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 Jess in the ultra-low grouping.

At present, by that definition, the ul-
tras represent about § percent of ciga-
rette sales, up from I 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 Tebaceo'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 Jenders.

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 Iimit, with some brands hav-
ing tar ratings of less than one-tenth of
1 percent.

Some Fallures 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 1480, despite some
$50 million in advertising and promo-
tion. A rule-of-thumb in the industry is
that a cigarette must get at ieast 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 concermn about the
possible new health hLazards posed by
flavor additives used in the low-tar
cigarettes, including shellac, cararmel,
eugenol and other chemicals.
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