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It's a pleasure talking with this group. When I was asked whether T would be willing
to talk to an Intercultural Communications convention, I had to think hard about what I could
possibly tell you. I was concerned about what I might have to bring you; what would be of
value to you. Then I thought of the one obvious subject: United Press International.

And it occurred to me that I really hadn't talked about it since I had left, which was
this past March (1990). Maybe for once and for all, I should say what I had to say about it,
and move on to other things. And that's what Tam going to try and do today. I'm going to
bring you along with a little bit of my history and a little bit of the history of UPI, so you can
understand how it got to be where it is now, what sort of things happened to bring 1t to where
it is today and how I happened to be involved 1n it.

As you may know, UPI was started in 1907 by an entrepreneur in Ohio named E.W.
Scripps. He owned newspapers in Cincinnati, Cleveland, and Columbus and the main news
service was the Associated Press. The Associated Press was in the process of signing up
exclusive newspapers in cities, and some of his newspapers were not among those chosen,
Scripps felt there should be another news service, so he started the United Press. It has
functioned and continues to function, even today, since June of 1907,

My first experience with UPI in any close proximity occurred in 1969 when [ was a
reporter in Southeast Asia. Our company, Group-W, Westinghouse Broadeasting, used the
UPI lines to communicate among its staff. So I sent my messages back from the UPI bureau
and then got to know the UPI people in Saigon and meet some of the UPI reporters who were
covering the war.

In 1972, T went to Hong Kong with Group-W. My office was right in the offices of
United Press International. So I had about a five-year close exposure to UPI to see some of
the people, seec how the company works and learn that it was a very competitive news
organization.

I came back to the states, went to business school and did some other things over the
years and ended up in California in the 80's building a news organization called The Financial
News Network.

Then in Fall of 1985 it turned out that UPI was in trouble. I focused on it again and
learned that it had been sold to some entrepreneurs and they had mismanaged the business and
UPI was in bankruptcy and it might be up for sale. I talked to my colleague — Dr. Earl Brian
— who was the chairman of FNN and ran a venture capital company called BioTech. Brian
was helping to finance FNN and we got interested in UPI, thinking it might be a further step
for The Financial News Network to become involved in UPL

FNN was a new, news oreanization. It was growing and it had just turned profitable.
So, in the Fall of '85 we went to Washington and went to the offices of UPL. I spent four or
five days there over a very intense period where we made a bid for UPI along with some other
people.



We got to met all the people involved in managing the company at that time before we
made a bid for it. Our bid, although higher numerically, was rejected by the executive
committee, by the union, and by the bankruptcy committee — all of whom had a say in whom
the next owner would be. We just didn't do a very good job communicating with them.

They sold the company to a Mexican publisher named Mario Vasquez Rana and he
took it over in 1985. And I thought -- in terms of my career and my life -- that I would never
be involved again.

A bit later, I was working with another company that FNN owned called Data
Broadcasting, a company that developed technology for transmitting textual and data
information by putting it on Cable TV signals in the vertical blanking interval (VBI), the same
technology that carries the text for the deaf.

At that time in the Fall of 1987, we got a call from Mr. Rana, who was having some
problems. He knew of us because, of course, we had met at the offices of UPI and we had
been contesting him to purchase 1t.

That began a dialogue with him that lasted about three months.

Then, just about three years ago today, as a matter of fact, the third-Friday of
February, 1988, there were three of us, driving in a car downtown to Washington: a public
relations gentleman of long experience who had worked for UPI some twenty years garlier, an
entrepreneur - Dr. Brian -- who, as I have pointed out, had helped finance FNN and would
finance any acquisition of UPI, and myself. Dr. Brian turned to the other gentleman --
with long longtime public affairs credentials — and asked him: "Should we get involved in
this?"

We were at the brink of getting involved. The other gentleman said, "I don't think we
should. Number one, if it fails you're going to be identified forever as the person who brought
UPI its knees, and ended it; and secondly, I'm not so sure about the prospects in the
newspaper market.

Then Dr. Brian asked me: "What do you think?". I said: "I'm not so sure that it is a
good business idea, but I think it's worth doing it because it 18 worth saving."

That was the depth of my analysis of it at that moment, before we got a chance to take
a deeper look at UPI's books. I just thought, as a journalist, that UPT was so important that
we had to save it and do anything we could for it. Since Dr. Brian was willing to help finance
it, I said I was going to do the best job I could to make it work, so that's how I got involved in
1L.



In fact we really didn't know at first that we could make UPI work. We said that when
we started, so we spent the first six weeks analyzing UPI to try and find out where it was and
how it might be turned around.

When we got into UPI we found that there was no written sales plan, and no written
* marketing plan. There were stories about shoe-box accounting which were absolutely true.
UPT checks were being held in shoe-boxes. There was all sorts of madness going on.

The company was editorially very strong. But, on the business side, at that point,
nothing was there. We had to start all over. I just want to share with you for a few moments
some of things we did so you can get some sense of what happened.

We were fortunate that the editorial management was strong. They were veterans of
the company that had been there, and we kept the same managers. But nearly everybody else
we Teplaced.

We hired new marketing people. We laid down pricing strategies and performed
product analysis and all sorts of things that had never been done. In the financial office, we
started cost-accounting. UPI had no idea what the cost of the products was, where the funds
were flowing and why.

On the communications side, we started rationalizing the network, examining the
central computer to see if there were major problems inherent in it.

In the public affairs arena the company had gotten into a confrontational situation with
the media covering it and a confrontational situation internally with its own staff. So we tried
to open up, tell people internally what was going on in the company and say as much as we
could about the business.

We wanted our clients, the news industry, to understand better where UPI was and
what direction we were heading. I think we had some success with that. But on the other
hand, any problem we encountered, the press, particularly the news industry media, would
jump on. They were eager to take advantage of and do stories about our problems.

UPI had essentially become stereotyped. Everybody had a UPI obituary in their
computer and every time there was a piece of bad news, they would just slam it into their
obituaries. 'Here's one more reason that it is going to fall apart,’ seemed to be their thinking

Anyway, we endured all of this. We got the news industry more involved, talked to
our people, and made some progress.

What happens in a business takeover or starting anything new is that you go through a
learning period. Unfortunately, we didn't have anybody to go to, who was willing to talk to
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us and ask: 'How do you run a news agency and make it profitable?’
In fact I'm not sure that anyone could answer that question, since each news agency has
its own idiosyncracies and special markets. Certainly no one had made UPI profitable.

This lack of data is exactly the same experience we had at Financial News Network
when we started a cable programming company. There were no models for that either.

So what happened in this situation was that we completed our business plan at the end
of our initial six week's analysis. Then we needed to operate the company and collect business
data for analysis as we went forward to have a realistic comparison between our plans and our
results.

It took us about fourteen months to do that, By then it was the summer of 1989. We
had identified a certain number of problems, and there were significant problems.

Domestically we were serving two distinct market places: the newspapers on the one
hand, and broadcasters on the other.

The newspaper industry, as a whole was more involved in the news in the sense that
from the publisher on down everybody is looking closely at the product. What's happened 18
that because of the distillation of the news industry and the lack of competition, the spirit of
journalistic competitiveness has changed. Newspapers were looking for one kind of product
from us; the broadcasters were looking for another.,

The broadcasters were still highly competitive with numerous radio stations and
television stations (in every community). Broadcasters wanted breaking news. The
newspapers on the other hand just weren't as interested any more in the kind of fast news that
a news service like UPT had traditionally put out. So we had to develop completely different
products for these two markets.

For example, we updated and developed our stock agate feed for newspaper stock
pages because managing stock information was a problem, technologically, for newspapers.

So the different needs of the two marketplaces created one set of problems.

What we were seeing was that UPI news services had lost their competitive
attractiveness from the perspective of many newspapers, with the overseas exception of Latin
America. For some reason, I never had the time to analyze fully, but certainly it was true, in
Latin America UPI remained very competitive. Probably because UPI started there early;
probably because our the people there were competent; probably because over the years the
tradition of service has kept up.

There is more on that subject if you want to learn about it in a book that is going (0
.! . = =
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come out later this year that Professor Bruce Garrison and Professor Michael Salwen wrote,
hoth of whom are on the University of Miami faculty, called Latin America JTournalism,
There is much more detail about reasons for the success of UPI in Latin America in that text,

In addition to these problem, we had suffered a decade of false starts at UPI, so here
we were -- the new management — coming in and saying: "We're going to do all these new
things'. But the first response some reporter (who covered UPI would say is): 'the last guy I
interviewed (who was the president at UPI) offered the same list of remedies. Why should I
believe you?'

It is problematic and embarrassing to be placed in the position to respond: "We're
going to do it right even though he (the previous management) didn't do it so well.’

I think, in fact, that our management team did a better job. I guess if someone wanted
to, they could write the history of UPI and analyze how well we did. '

But, we faced a major credibility problem. We -- the new owners - had a lack of
strategic, industry partners. The (news industry) said: "Who are these guys? Who is Paul
Steinle? Who is Earl Brian? Who are these people?’

This is what I believed newspapers editors around the country were doing. I mean they
never came up to us and said it face-to-face, but I expected it was happening,

So we never had the strategic partners that we needed to help us establish our
credentials. If we had been the New York Times company or The Miami Herald or any
number of major news organization, 1t would have helped us.

Someone asked me at one point: "Is there anyone left at UPI?" That question stunned
me at first because I knew we had 1200 employees and he had asked if there were any people
left.

What he really meant was: 'T don't hear from them anymore. Idon't know who is
over there anymore.'

What had happened, I think, in the midst of all these problems was our staff had
naturally retreated from talking to the editorial community it was serving. They no longer
were calling up and saying: 'Joe (editor) how are things going?'

Qur staff didn't want to have to deal with latest current rumor of imminent collapse.
This kind of casual communication had gone away, so we had lost these personal links.

The financial pressure on the newspaper industry overall also placed tremendous
pressure on UPIL. The newspaper industry profits are falling from 40 to 35, 30 to 25 percent.

6



Newspapers are feeling that squeeze very badly. Any kind of buying decisions are impacted
by that.

Finally, an obvious structural problem we faced is the length of buying cycle for news
services -- which turns out to be dictated by five-year contracts. So you can't go in and turn
something around in 12 months or 24 months; it just takes people a long time to make up their
minds about your service. And more time to change.

So that was the list of the major problems.

On the positive side, UPI had a tremendously competitive news staff: dedicated people
who worked long hours. The list of UPI graduates is good enough that so that I don't have to
repeat it. It indicates the kind of quality people who have passed through the UPI ranks. And,
I don't think that had changed.

There is also an entreprencurial spirit in the company. There is a willingness on behalf
of the staff to take on challenges and do difficult things. There 15 also a willingness to try new
things.

Somebody wrote a song, " We've been down so long, it look's like up to me." I think
that's the kind of spirit UPI enjoyed. There had been so many problems the staff was opened-
minded and willing to try new approaches.

Another strength for us was the Wire Service Guild, which was kind of a surprise.
You read the stories about UPI and you would expect that the Wire Service Guild would be a
problem; that they were demanding and unrealistic. That wasn't true at all. The leadership
that we dealt with (at the Guild) was very realistic.

The Wire Service Guild realized the problems we faced. They modified their demands;
frankly, because we talked to them. I admit this sounds so simple, it's ndiculous.
Management in the past just never sat down and had spoken frankly with them, I believe.

I think the never-say-die attitude of the new ownership was also a great source of
strength for us all.

The new management group we helped put together was also a major plus.
And, there was residual support from the news industry. Despite all the problems UPI
had, there were still a corps of editors who supported UPI: Gene Roberts, David Lawrence,

Doyle Harville, Paul Davis on the broadcast side and many others.

I should make a list, a long list, because there were many editors who supported us
with their budgets, morally and ethically, and in every way.
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These news professionals realized first of all that the pure information, news-gathering
value of a second source is critical. They realized also that if we weren't there, they would
have to deal only with the AP.

They were afraid of dealing with an AP with no competition in terms of collecting
news, number one; and of no competition, in terms of price, number two. They had real
professional and business reasons for wanting us to survive.

In the face of all this, what did we do?

The first thing we did was to professionalize the business side of the company, which
had been just neglected totally.

This stuff is Business 101. Tt's taught at the University of Miami. It's taught at every
university in the United States that teaches business; it's probably taught in high school. But
somehow it never penetrated United Press International in the 1980's. I think we brought that
to it. We wrote the first complete documented business plan for UPI in the 1980's. S0 we had
a sense of where the business was and why.

The second thing we did was we started to decentralize control. There were two or
three people at the top trying to run this organization, We put middle management people in
charge of the different lines of business: business news, sports and various other aspects. We
were delegating more authority. We wanted the managers closer to the products to go to their
clients, get to know them, tell us (at the top) what's going on. The data-gathering process at
the top was just too slow,

The third thing we addressed dealt with one of the worst mistakes UPI ever made:
cutting its state bureaus.

Strategically there was only one product for which UPI only had one competitor and
that was covening the 30 states of the United States.

There were many competitors out there: the New York Times News Service, Reuters,
name all the others. But, there was only one other news agency -- the Associated Press -- that
had this domestic, 50-state news coverage product. Therefore by backing away from state
coverage, which UPI had begun doing in the early '80's, we hurt ourselves. So we tried to
refocus back on the states and the local news.

We tried to innovate. I mentioned the new stock tables that our management team
came up with. We created several other new products. One was an analysis of political action
committees where computers were following all the votes in Congress and categorizing those
and seeing how they tied into political contributions.

We realized that with the technology we had we could establish an electronic-
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partnership with newspapers. This was a very important Initiative.

Newspapers were very interested in selling their information in other ways. They
realized there could be a future for them to earn more income if they could distribute their
news products electronically.

The model that seems to be working is the model where information is delivered to
personal computers and there is control at the user-end over what comes through. This was
technology that UPI had developed to some degree for some other products and also had laid
the network for so that the newspapers could exploit if they joined us. So we began to enlist
the support and participation of newspapers in the expansion of content for the sale of an
electronic information service to non-media clients. And, they were responding favorably to
this concept.

Finally, we were targeting the non-media markets because, from a business point of
view, we thought that what winning would look like was this. We would maintain our media
market share and grow it perhaps slightly, but the real future financial growth would be on the
non-media side — selling to government agencies, selling to businesses and other institutions
like that.

So this was my perspective in the Summer of 1989 about 14 months into the turnaround
effort.

We had reduced our losses from about two million dollars a month on a cash-flow basis
down to about a million. On a P&L basis, we were down to about half a million a month in
losses,

We had a relatively good turnaround story to tell at that time and we had promising
numbers.

But, even in the face of this, it looked to me like it was going to cost us at least another
50 million dollars, which is a lot of money, to succeed.

My position at that time -- what I recommended — was we should seek strategic news
industry partners to go forth and do this, to go to the news industry and convince them to
come in and join us as investors and part-owners.

Unfortunately, from my perspective, I had a discussion with the people I worked for
and they didn't want to do that. They had always raised funds from institutional investors in
the past; they felt that was the best way to raise money. That was the course we continued on,
oping in that direction.

From my point of view at that point, I could not see how we could succeed, because I
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