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DTgital Disbands
Group, Sidelines
Three Officials

Move Suggests Air of Crisis
As Concern Reorganizes
Second Time This Year

By JoHN R. WILKE
Staff Reporter of THE WALL STREET JOURNAL

Digital Equipment Corp. sidelined three
senior executives in the besieged computer
maker's second sweeping reorganization in
as many months.

The surprise move underscored an air of
crisis at the nation’s second largest com-
puter maker, based in Maynard, Mass.,
and set the stage for a new round of layoffs
as it scrambles to stanch further losses.

Digital said it would disband a newly
created engineering group and distribute
its tasks to marketing units, stripping chief
engineer William D. Strecker of his duties.
While Mr. Strecker remains a vice presi-
dent, he appears to have lost the influence
he wielded as a member of Digital’s core
executive committee and a key architect of
the VAX computers that fueled wild growth
in the 1980s.

Mr. Strecker, 47 years old, ‘‘has been
part of the backbone of Digital’s cuiture for
two decades,” said Marc Schulman of UBS
Securities Inc.

Also derailed in the move were F. Grant
Saviers, who headed personal computer
and peripherals operations, and Domenic
LaCava, who buiit computer systems based
on Unix operating software.

A spokesman portrayed the reorganiza-
tion as an effort to bring product engineer-
ing closer to customers. But to some, it
suggested disarray. “It’s incredible,” said

.~ Jay P. Stevens, an analyst with Dean

Witter Reynoids Inc. ‘“They had just cre-
ated this organization in February” and

given Mr. Strecker significant new respon-

sibility.

But Digital was stunned by an unexpect-
edly deep third-quarter loss of $294.1 mil-
lion, as revenue fell 7.6%, to $3.25 billion for
the period ended March 28. When the loss
was disclosed April 9, executives hinted
at sweeping new measures to restore prof-
itability.

A senior Digital manager said president

and founder Kenneth H. Olsen '‘feels we
havent gotten the revenue growth we
should have from the $1.6 billion a year
we've been spending lately on product
engineering.” Mr. Olsen had earlier told
managers he thought $400 million could be
squeezed from engineering and research
costs.

Some analysts said the moves may
mean Digital is getting serious about
dumping strategies that haven’t worked in
today s intensely competitive market. But
others have lost patience with the slow pace
of change and Digital's rejuctance to carry
out tough actions they say are needed.
“Please tell us what you want to be when
yougrow up,”’ asks analyst ShaoF. Wang of
Smith Barney, Harris Upham & Co.

Analysts expect Digital to take its third
major restructuring charge in the fourth
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quarter, which ends June 30, to cover the
cost of additional work force reductions
and plant closings. The company still had
$694 million in reserve as of March 28—rep-
resenting the unused portion of a $1.1 billion
chargetaken in last year’s fourth quarter—
but now says it may need even more for the
coming year.

Digital has said dismissals will resume
May 1after it assesses results of an existing
early-retirement program. Digital em-
ployed 116,000 people as of March 28, down
from a peak of 126,000 in 1989. . .

Mr. Stevens of Dean. Witter expects
Digital to take a new charge of at least $800

million and figures the company will try to
cut its work force to about 100,000 by next

December 31. ““There’s only so much cut-
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OUR UNIQUE STYLE
OF INVESTMENT MANAGEMENT
MAY ANSWER YOUR NEEDS

Our firm achieves excellent performance while
providing superior personal service to individuals,
trusts, ERISA and endowment funds. Above average
investment returns are accomplished through
the purchase of large capitalization stocks and
bonds, all with a minimum rating of A. Portfolios
are separately managed to meet each client’s

specific objectives.

We would like to discuss our investment
philosophy with you in greater detail. Please call
Charles J. Ingersoll. Executive Vice President. at
(800) 888-1195 or write him at The Rittenhouse
Trust Company. 225 South Eighteenth Street,
Philadelphia. Pennsylvania 19103.

The Rittenhouse Trust Company
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Digital Reorganizes Second Time
And Sidelines 3 Semor Executives

Continued From Page A3
ting you can do at once without disrupting
operations,’’ he said.

Digital also may elect to take a separate
charge to conform with new accounting
reguiations for post-retirement health care
costs, a move many large companies have
been forced to take in recent months.

Barry F. Willman, an analyst with San-
ford C. Bernstein & Co., estimates the

added charge for post-retirement health-

-care could totai another $750 million, prior
to any applicable tax benefits.

In the engineering reorganization dis-
closed Friday, two little-known executives
gained significant new responsibilities.
Frank McCabe, who headed a marketing
‘unit responsible for large computer sys-
tems, will oversee most VAX engineering.
And Charles F. Christ, who ran the depart-
mental and small to mid-sized systems
unit, has added personal computer and
peripheral engineering to his portfolio.

Two additional senior executives, man-
ufacturing chief Robert Palmer and soft-
‘ware chief David Stone, also take on parts

.of Mr. Strecker’s reaim.

" A spokesman said that Messrs.
‘Strecker, Saviers and LaCava wouid likely
find new positions in the company. But it
wasn't clear what roles they might play and
they couldn’t be reached for comment.

Mr. Willman of Sanford Bernstein said
Mr. Strecker’s apparent demotion was a
surprise because he had been so influential
and recently had a lead role shaping a close
relationship with Microsoft Corp., a Red-

- 'mond, Wash., computer software maker.

Next Monday, Microsoft's chairman,
William H. Gates, is expected to address a

huge Digital sales exposmon in Boston to
give details of the companies’ emerging
reiationship. Mr. Gates has said he wants
to make Microsoft’s forthcoming Windows
NT software operating system available on
Digital’s next-generation computer design,
code-named Alpha. The alliance is ex-
pected to provide a strategic advantage to
Digital as the first Alpha products become
available late this year.

The reorganization apparently shifts
this reiationship — and most other operat-
ing-system software — to Mr. Stone’s pur-
view. The change is a welcome one, says
Mr. Schulman, the UBS analyst, because
it recognizes software’s rising strategic
importance to Digitai.

“Software now drives corporate strat-
egy, instead of hardware and software
being equal,” Mr. Schulman said. That’s a
direct resuit of listening to customers,
rather than letting engineering dictate de-
cisions. In that light, he said, ‘‘these moves
make good sense.”

Terry Shannon, a consuitant in Ashiand,
Mass., said he was surprised by the
changes, because he didn’t think Mr.
Strecker couid be held responsible for Digi-
tal’s recent calamitous resuits. ‘‘He was in
the wrong place at the wrong time,” Mr.
Shannon said.

Separately, a Digital insider said Senior
Vice President Winston R. Hindle hastaken
on the duties of acting chief financial offi-
cer. Others said efforts to find a successor
to James M. Osterhoff, who resigned last

" year, have begun to focus on outside candi-

dates at the insistence of the board of
directors. Earlier, analysts predicted that
Digital's corporate controiler, Bruce J.
Ryan, would be named.
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OK. Let’s get down to business." 24 hours. That’s all we get. And still for some, it’s just

not enough. Now of course, we at GTE don’t presume to tell you how to spend your time.

Just how to save it. The way we see it, the phone is the shortest distance between a problem

and a solution. Unlike 2 memo or business letter, it allows you to deal with problems
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