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Taking Charge: How and Why BP Put Own Team
At Standard's Helm; Boss Cites 'Disappointments'

Continued From First Page
kf'ep Standard from spending even more
on them.

Mr. Whitehouse may have hurt his posi­
tIOn by ignoring BP advice and, according
to BP officials, often Keeping the parent
company in the dark. When Standard pur­
chased a concession last year to prospect
for oil in Qatar, a Middle East state whl're
BP has considl'rable exploration l'xperi­
encl', top BP officials first learnl'd of the
purl'hasp whl'n they read about it in thl'
newspapers. Pl'ople at Standard say that
lower-level BP managl'rs had been con­
sulted in advance.
Votes Lined Up

Even though Mr. Whitehouse sel'med
resignl'd to his eventual ouster after that
London meeting. Sir Peter carefully lined
up a majority of the Standard board. Onl'
reason for his caution: The alternative of a
proxy fight would have been risky because,
under Ohio law, a corporate board must be
given 60 days' notice of any such move. BP
fl'ared, says one of its officials, that Stan­
dard's management might use that period
to "dismember" the company.

As Mr. Whitehouse was returning home
to tell a select few close associates of his
pending ouster, the 51-year-old Sir Peter
himself jettl'd to thl' U,S. to corral the out­
side directors indiVidually. Within days, he
held personal meetings with each of them
in Pittsburgh, Chicago, Cleveland and St.
Louis and even trackl'd down John Han­
gen. the retired chief executive of Appleton
Papers. at a vacation house in Hilton
Head, S.C.

The full-court press worked. Mr. White­
house surrenderl'd without a fight at the
Feb. 27 board meeting. "If there had been
any shooting. it was all over by then," says
Glenn R. Brown, a Standard senior vice
president and director who previously had
announcl'd his intention to retire. Mr.
Whitehouse discussed routine business for
more than two hours, says Mr. Brown. be­
fore broaching the touchy issue of nominat­
ing directors for 1986. Mr. Whitehouse and
Mr. Miller were omitted from manage­
ment's slate. "If it were my money lin-

vested in Standard Oill. I'd be concerned.
too." says another director. addin~: '"
voted to go with the new troop."

That fresh team. headl'd by 46-year-old
Robert B. Horton, a self-assured engineer,
promises to take ~~~.....
ch.arge quickly-and ~.'$~' 'l\'>~..
make some bold k' ,...
changes. For Mr. ~ . \
Horton, this will be t~· ;'c, .
his thir? assignment tH ~, ~..~
to rejuvenate a \.~ , Y
slumping business. ;.~ ~ I
Previously, he ','._
turnl'd around BP's
shipping division,
and later he re­
versed lossl's in its
chemicals division
by slashing 60(', of
employel's and clos- Robert B. Horton
ing 20 plants.

At Standard. "I shall certainly be tak­
ing a long, hard look" at every operation,
says Mr. Horton, and hl' isn't likely to balk
at any challenge. Told recl'ntly that Cle\'l'­
land's main waterway. the Cuyahoga.
meant "crookl'd river," he snapped:
"We'll just have to straighten it out, won't
we."

The new BP regime. which includes two
new executive vice presidents, one of
whom will take the financial reins, is also
expected to sharply reduce Standard's ex­
ploration spending and lake further write­
downs of its minerals und mining assets.
"They might as well do It in the first year
because It will still look like it's happening
because of oil management," contends
Paul Gregory, an oil·industry analyst in
Scotland,

Standard already had plannl'd to pare
its exploration budget for 1986 to about $700
million from $900 million last year and $1
billion In 1984. Some analysts think it may
be whackl'd to $500 million or less_ Sir
Peter will only say: "There is probably
some room to cut. And if we do. we'll just
be catching up with the rest of the major
U,S. 011 companies."

Standard's new management faces a
formidable challenge-keeping the com­
pany from dwindling to half Its present
size during the next decade. According to
current estimates, output from Prudhoe
Bay will begin to decline in 1988, dropping
11 C'£ to 12C7, annually. And efforts to find
new oil have been dismal. Although no one
expectl'd to find another Prudhoe, with Its
recoverable reserves of around 10 billion
barrels, Standard replacl'd only a little
more than a third of the oil producl'd be·
tween 1980 and 1984.

"If they had gone out three or four
years ago and bought an independent oil
company, they would have been In a sub­
stantially better position." says Lawrence
E. Tween. an 011 analyst for Kidder Pea·
body & Co.

BP management, however, disagrees,
arguing that producers that have made
major 011 acquisitions in recent years face

l'\'en greatl'r problems than Standard now
that oil prices are falllnl{.

With thl' collapse of oil prices. Standard ,
will have little cash to search for new de­
posits. (Last year. after paying its bills.
the company had $3.6 billion cash flow. but
this year, at current oil prices, it will have
unlya fraction of that amount available for
investment. I

A similar cash pinch confronts nearly
t'\'ery major oil company, many of which
investt'd heavily in costly oil. gas, coal and
oil-shalf' rt'serves in the past decade on the
mistakl'n assumption that energy prices
would continue to rise. Some. like Chevron
Corp. and Texaco Inc.. borrowed heavily to
acquire other oil producers at hefty prices.
Others like Phillips Petroleum Co. and Un·
oral Corp. took on heavy debt as part of a
restructuring to avoid takeover,

When energy prices began falling more
than a year ago, producers abandonl'd oil
shale, coal gasification and some of the
most costly oil- and gas-drilling projects.
And now that oil prices have plummeted,
they must slash spending further.
Amerada Hess Corp, this week said It
would omit its first·quarter dividend and
slash capital spending this year.

All the major producers have lower
earnings prospects. But Standard is partic­
ularly vulnerable because so much of its
cash comes from Prudhoe, "At some price
it would make sense to shut it in and save
it for a higher price." says Joel D.
Fischer. senior petroleum analyst for
Drexel Burnham Lambert Inc. But prices.
he contends, would have to fall much lower
before even the new Standard managers
would take such a drastic step.

Even if oil prices fall below $10 a bar·
reI. Standard won't go broke, Mr, Fischer
estimates that on a cash basis, Standard
could break even on Prudhoe 011 at about
$7.50 a barrel delivered to refineries in the
continental U.S. Currently oil prices are
averaging about $16 a barrel world-wide.

At somewhere between $12 and $15 a
barrel, Standard's earnings wouldn't cover
the $2.80 annual dividend. At that point, the
new management-which now will hold six
out of 14 board seats-might be quicker to
slash the payout than the old home-grown
group.

In Cle\'eland. there is trepidation about
BP's plans. Civic and cultural leaders, who
every year count on Standard's generous
corporate contributions. wonder whether
this support will continue. And employees
at the company's new $200 million head·
quarters wonder whether they will keep
their jobs.

Mr. Horton is likely to make a quick
change that will affect employees and 1M
city'S art aficionados. He is said to be less
than enthusiastic about the new 48-fooHan
pink-and'maroon sculpture of a rubber
desk stamp by pop artist Claes Oldellburg
that Is planned near Standard's matn en·
trance. "The symbolism would be all
wrong," says one BP official.

Mr, Whitehouse might disagree.


