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" CHICAGO-Wity home building and rozd
bullding on the decline, there's not a great
dernand for bulldozers, concrete mixers,
crapes and the like,. After watchlng satis
fall for three years, makem of construction
GRERment nry taking somo drastic stéps in
ad affort to survive the slump,

‘Manufacturers are: eflminating product
Iines, closing planis or even ying lo flee
the buainess entirely, To reduce production,
they're laying off tens of thousands of work:
e, To cut inventory, they're discounting
list prices more widely than they ever have

e,
~3inoe peaklng in 1978, business for most
copathuction equipment companiea hos gune
downhil!, Unit shipments of censtruction
machigery In the U.8. dropped 109% In 1679
and about 25% in 1980, The slide in ship-
menks is expected Lo continue this year, with
4 5% drop foreseen by some Industry estl-
mates, :
'Allergic to Tulking’ ‘

" l'wo're allergie to talidng because busi-
Bogs-18 00 bod. (¢ will only make mattora
wore0,!” aays Kimep L.Hickls, & public relas-
S & Mt SR

s e company,
which &'a joint ventupe of Flat §.p.A. and
Allls-Chimera Corp., reported annual losaes
af pearly. £ miltiqn in both 1950 and 1015,
fome ‘chanpes “that are under way,
though, may eventually benefit the Industry,
ARplysin say consolldation of operations will

macket share and presumably thelr
pivfis. For many compantes, cutting bock
mmarks a roversal of strategies devetoped 20
or X years ago to cash in on the construe-

boam,
Bvidence of changing strategy is every-
where, A year ago, Gencral Motors Carp,
sold it Terex Division to IBH Helding AU, n

may eventuwlly sell o domestic unlt, al-
though as a-Rexnord official says, *Thisisn
very difficult Ume to sell o construction ma-
chinery huziness." . o+ - -

Cangolidsition, Automution

Others are consolidating operatlons. Flat-
Allis, Clark Equipment Co., Bucyrus-Erle
€. and International Harvester Co. have
qut back on product lines or closed plants,
Deeps & Co, has greatly automated opera-
thony, 4 move that scnior vice president Raob-
et J, Gorstenberger predicts will lead to

greater profits (han ever before when siles
pick up. After reporting a 371 mitllon profit
in 1980, Deere Is stipping into the red for the
year ending Get. 31,

QOuly the Industry ghant, Caterpitiar Trac-
tor Co.,' I3 likely to increase iis murket
share this year, according to Mitchell I
Quain, an analyst for Wertheim & Ca. Mr.
Qualn estimates that Caterpillar has 45% of
the morket for carth-moving equipment i
the U8, and 359 world-wide,

Although Catterphilar's unit shipments nre
105 behind last yaur's, enrnings are near
1978 and 1380 levels. Some of the reusus:
cost cutting, new products, a diesel-enpine
taainess that Is thriving und lower overseus
mllllnulmurlng costs becaise of the strong
dollag, - - -

hets tho remaining manufachirers add -to

German-conglomerate, Rexnord Inc. sold a-
coastruction mmashinery unit tn Europe and |

PVIakersof Construction Gear
Altering Strategy to Survive

For miost companlea, though, near-term
prospects offer little cheer. Only modest
fains are expected |n 1982, Larry Hollis, an
anglyst for Robert Enird & Co,, Milwaukee,
believes a rebound may come late next year
~more than a year later thun he opce had
anticipated, And even that forecast, ha says,
depends on a significant drop |a interest
rates, ’

High Interest rates hurt this industry
mare than mast, Home builders, the maln
users of machlaes, don't build many houses
when interest rates are so high people can't

afford to buy, And contractors can't afford |
tn buy machines when financing costs are |

prohibitive,

“High Interest rates are djsaster for our
Industry,” says John Boylan, executive vice
N L]
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president of J.1. Case, u Racing, Wis., unit
of Tenneeo Ine. 1 think our industry (s in ax
tuid n shape as It's been.” Cise's aperating
eamings dropped %0% last yenr.

Byen the market for used tnachlnes has
crumbled, In the Chicago area, the prices
that are pald for used machines are down
more than 309, says Beuce Pipkin, vice
president for sales of Paften Tractor &
Equipment Cn., & Caterpiltar dealer, ' saw
4 used miuchie that would have brought
0,000 Jast year sell for $35,000 at nuction
the other duy,' he suys,

Rentad and, Rebuilding Rise

Instead of buying, maore and more cone
tructors are renting muchines or rebuilding
the ones they have, Earller this year, Ml
burn Brothers Inc., a Mount Prospect, Iil.,
roud builder, rebufll woanoter crane for
$50,000, compired with the S200,000 a new
one woult have cost,

Part of tic squeeze on profits is due to
price discounting, Mr. Gerstenberger of
Deere says munufactirers are offering dis-
counts as high as 10%. Some discounts are
ted to snles incentives, such us pving Cate
erpillar dealers rebates or bonuses of $1.000
to $2,U for selling the slower-selling smadl
bitldezees, “I'vie been i the business o lung
tme but haven't ever seen such discount-
ing,'" snys Mr, Gerstenberper,

Construction machinery vuries widely in
priee, depending partly nn the size of the
cquipment, Bulldozers, for tnstance, cost
from £310,000 fo $500,000, Demand wso varvs
by remon, Sales are relatively strong In the
Sun Hett and in industties sueh ws i) wd
s,

Bul wyerywhers, sales ¢f road-bublding
equipment ure down. There's ahant 5% [ess
excaviating wul conerote paving going un
naw thisn there was 15 years ago, says
Haery Lindberg, vice president of the Amer-
ican Road and Transportation Bulders As-
soclation. .




