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Onan Company History

Introduction

I £ FNBES LINI 2F Yé FrYAfeQa KAaluz2NEB Aa GASR dz
generations were involved. | want my descendants to have this information available to them.

About This Wdt

The basic text was given to me by Tom Valenty, retired President of Onan, in November 1992.
Permission to use the original documents in any way | wanted was granted by the Cummins

Engine Company in March 2001. The original consisted of a 1984 photofcb$y pages of

R2dzo0f S &aLJ OSRY (@LISogNRGOISY LI 3ISad 2A0K Al 6SNE
personal note to me in which he said the history was compiled by Don Larson.

There was no copy in digital form (word processing) so | did theamharacter recognition,

OCR, and editing. Editing consisted of removing hard carriage returns from the end of each line,
reformatting the paragraphs, and correcting the spelling which OCR did not recognize. Up to that
point each page was an individualaiment, so the pages had to be combined into one single
document.

The actual amount of editing | did is fairly small. | have great admiration for people who write, and
gLyiG G2 ftt2¢ GKSY TFdzff SELINBa&AZY kthgtextwak2 A OS
ever subject to finished scrutiny by the author or the company. There is a lot of conjecture written

into the early life of D. W. Onan, to the point of making it more romantic than perhaps it was. At
GAYSa L 41 yiSR (2 hRY BINBFHMHES ! G 2FH 65 mSyd SWOSa K
paragraphs. | have left in some wordy and tiresome parts. The format is changed to use features
available by the word processor. When | have corrected errors or elaborated, my text is in

brackets, thus; [arrection].

| am grateful to Tom and Cummins for its use. Photographs come from the Onan Family
Foundation archives.

David W. Onan Il
Grandson of the founder
2012



CHAPTER ONE
HOW IT STARTED

At first glance, the story of the Onan Corporation isamysof
machines--initially machines that helped people do their jobs of
repairing automotive parts and components better. But a long,
careful look into the history of the Onan Corporation shows that it
really is a story of people, unusual people wrealidated their lives to
building better machines, but who gave an even higher priority to tt
people around them.

This all started because the founder, the late David W. Onan, who
a mechanical genius, was above all a humanitarian. His amazing
ability with machinery has resulted in a major company with
operations throughout the world, but those who remember him, his
family, friends and covorkersremember him mostly for his
compassionate regard for people with whom he came in contdist.
warm feelingfor people has been contagious with others at Onan
throughout the history of the company.

photD0BE David W. Gnan 1905

Dave Onan, or D.W. as most of his associates called him, was a giant of a man, both figuratively
and literally. A Fortune Magazine article in 1943 described hitaabig and broad that he
a2YSGAYSa aSSvya fIFNHSNI 0Ky fAFSE D

A native of Minnesota, D.W. Onan moved to the East as a teenager, but his quest for a better
opportunity lured him back to the state of his birth while still a young man. He was born on July
4,1886, in MoorheadMN, the second of four sons of David and Ellen Oriad.His father was
named EdwardA mistake he made once and was often repeated by othelis.father was a
railroad worker, who put in longours on the job but still hatime to puter with machinery

around the house, helping plant a mechanical seed in young Dave that flourished in the years to
come. Life in the last years of the Nineteenth Century in the Red River Valley was austere and
rather unexciting for a youngster, unles&elyoung Dave Onan, you were blessed with a vivid
imagination and could build things out of nothing but scrap. Dave created his own excitement:,
both at his home in Moorhead and latenavhen the family movetb Wahpebn, N.D., where his
father was transérred.

When young Dave was 14, his father died, and Ellen Onan took her four sons to Niagara Falls, N.Y.,
which was her original homeEf.Ellen Morris Onan was born 1858 in Chesterfield County, VA]

That was 1900, and it fell upon Dave and his brotherselp support the fatherless family. Dave

never was fond of school, so dropping out to work, especially because it was a necessity, was not
an unpleasant experience.



His first job there was helping to build a power plant for the Niagara Fails Poweht&Clag but

in a couple of years, when Dave was 16, he landed a better job as a streetcar conductor. He loved
that work, especially the close contact with people, and though he wanted to stay in that type of
job, Dave wasn't happy with the East. He kifyrtking of his childhood in Minnesota and yearned

to return.

Shortly after his 19th birthday, Dave decided the time was ripe to return to his native state; he
was certain he could get a job as a streetcar conductor in either Minneapolis or St. Pauhido i
1905 he bought a railroad ticket to the Twin Cities and headed west.

It wasn't unusual for young men from the East to travel to Minnesota to seek their fortunes in the
early years of the Twentieth Century. Minnesota was the land of opportunityoset days.

Business tycoons like James J. Hill, Frederick Weyerhaeuser and George Draper Dayton were
establishing national reputations from their bases in Minnesota. Mushrooming companies such
as Washburn Crosby (now General Mills), Pillsbury, Caeglel, Minnesota Mining and
Manufacturing, and the Electric Heat Regulator Co. (now Honeywell) were providing jobs for
eager young men from all parts of the East.

Though jobs were plentiful, Dave Onan wasn't able to find one as a streetcar conducter in th
Twin Cities when he arrived. Undaunted, he accepted a job as manager of a roller skating rink in
South St. Paul, not exactly the answer to his dream, but it was steady, pleasant work. It was at
the roller skating rink where Dave met Emily Roman, a gamoman who lived in the

neighborhood. They were married in 1907.

Due to his interest in mechanics, Dave Onan soon decided his abilities would be better tested in
the growing automobile industry. He accepted a job with the P. J. Downes Co., distrilifutors
Rambler Motor Cars, selling and servicing them. The automobile business in the first decade of
the 1900s was vastly different from what it is today. Thereemgary few dealers, most of them
headquartered in major cities, and service stations as m@\kthan were norexistent. It was

not uncommon for Dave Onan to sell an auto to someone hundreds of miles away, and then have
the problem of delivering it, often driving it for miles across fields in areas where there were no
roads. In the Onan Corp. &iges there is a photo of D.W. Onan taken in 1908, showing him
driving a twecylinder Rambler, with chain drive, across an alfalfa field near Judith Basin,
Montana. Onan went by train with the auto from the Twin Cities to Montana, but he had to drive
200miles crosscountry to deliver the auto to the owner.

When an auto broke down, it was up to the owner to remove the part that wasn't working and to
ship it back to the dealer, or to some distant repair shop, to have it fixed. The logistical problems
of repairing an auto intrigued D.W. Onan. He thought there was an opportunity for a special
business, doing nothing but repairing broken parts of an automobile, or motor cars as they were
called then. Without funds to start such a business, Onan did the nestithiag. He took a job in
1909 with the Hollis Co., in Minneapolis, a wholesaler of motor car accessories and garage
equipment. Shortly after he joined the firm, the name was changed to Reinhard Brothers Co.



It wasn't long before Onan convinced the ows®f the company that a special department
involved only in repairing the electrical parts of a motor car would be a profitable addition to the
Reinhard business. Onan, naturally, was put in charge. It was his first opportunity to prove to
himself he wa exceptionally skilled, not only in mechanical matters, but in organizing a business,
in marketing, and in managing people.

Within 10 years, Onan, now called the superintendent of the Reinhard Electrical Repair
Department, was supervising 50 mechanicd &urning out from 100 to 125 repair jobs a day. The
repair shop and storeroom for spare parts occupied the entire fourth floor of the Reinhard
building. Onan's original ideas of how to operate a repair business resulted in such efficiency that
competitors simply were unable to compete either in service or price. Motor car dealers from
states throughout the central part of the U.S. routinely sent broken electrical parts to Reinhard,
knowing they would be satisfied with the quality of repair, the speedyrreand the price.

Onan personally trained each of the mechanics working for him. It's notable that of the 50
workmen he had in 1919, only one had been a motor car repairman before being hired by Onan.
The men had been plumbers, mechanics in othed$§igtelephone repairmen, or just people with

a mechanical aptitude. Once hired, they seldom left Onan's shop. For many years the labor
turnover in his department averaged less than one percent a year.

Everything in Onan's shop was highly organized forost efficiency. The tool room was located

in the center of the room, and tools were issued to mechanics only when they presented a written
request, which was kept on file until the tool was returned. Each workman had his own well
lighted bench equipped ith the necessary electric wiring and testing equipment.

Onan insisted that all units to be repaired had to be disassembled in a seamless iron pan to keep
every part, large and small, in one receptacle until it was ready to be put back together, making
certain nothing would get lost.

As the various units arrived for repair, they were placed in numbered compartments and taken for
repair in the order they were received, always on a fosine, firstserved basis, so they could be
returned as quickly as pabte. With several hundred parts usually waiting for repair, his system
was necessary to ensure prompt attention.

Onan's storeroom had $50,000 to $60,000 worth of spare parts with his inventory constantly
being replaced so no unit had to wait for necaysaarts. His stock included repair parts for
starting, lighting and ignition equipment on every motor car ever manufactured.

Although Onan's repair shop was only a part of the Reinhard Brothers operations, it was the
fastest growing, and most profitahlpart. The Reinhard building, located on 28th street,
between Hennepin and Nicollet Avenues, was quickly being converted from a warehouse for
motor accessories to a repair business under D.W. Onan's supervision.



But Onan wasn't satisfied with workingrfeomeone else. He was too independent to be happy as
a hired hand. He also was too energetic to be involved only in one enterprise. During World War
I, he taught mechanics at the Dunwoody Institute in Minneapolis, and in his spare time worked on
sevesl different mechanical inventions, most of them having to do with motor darthe

basement of his home at 1331 Penn Avenue North. He also was active in service club work and
was a devoted family man. He and Emily Onan were the parents of three ohisdres Charles
Warren (Bud) and Robert D. and a daughter, Geraldine.

David Onan's driving ambition, during ail these early years, was to have a business of his own.

He was soon to realize that ambition.



CHAPTER TWO

BIRTH OF THE ONAN COMPANY

One ofthe many difficult problems facing D.W. Onan during his —
years at the Reinhard Brothers Co. was the lack of specialized t
and testing equipment to make the repairs on the electric parts @
early Twentieth Century motor cars.

He neatly solved mostféhese problems by inventing the tools |
and equipment he needed, and building them in the basement ¢
his house during his spare time.

Having already decided that sometime in the future he would be
business for himself, Onan made it clear to the owredrReinhard
that his tools could be used by the mechanics there, but the rig
to manufacture the tools for others would be retained by Onan.

Although it was his idea originally for Reinhard to start a repair
shop, Onan realized that as motor cars beeamore popular, the
practice of removing a faulty part and shipping it, sometimes Diavid Onan and his

hundreds of miles, to a repair shop was not the most efficient

method. His theory was that eventually there would be motor car mechanics in every city and
town, and people wuld just drive their autos to a nearby service center and have the repairs
made there.

There were only two things preventing that from happening. One was the lack of trained
mechanics, and this already was being solved. With more and more motor ¢gagspgreduced,

the demand for mechanics was growing, and schools for them were being established. The second
problem was the lack of tools for the mechanics.

Onan thought he had the solution for that problem with the many inventions he already had

made, anl ideas for several others.

In 1918, while still working days at Reinhard, Onan began experimenting with marketing some of
the tools he had invented to mechanics in other parts of the country. He contacted motor car
repair shops by mail and through smalhecolumn, oneinch advertisements in Popular

Mechanics magazine. The response was encouraging.

Onan worked nights and weekends in his basement shop at his Penn Avenue home, and when
orders for tools exceeded what he could produce, he hired someeobétter mechanics at
Reinhard to work with him in his basement shop during their off hours.

One of the first tools Onan invented and produced was an armature stand. It consisted-of a 24
inch length of tweinch pipe with two metal castings that wouldd®iback and forth to fit the



length of any armature. The pipe was mounted on a stand. The castings could be locked in place
to hold an armature, and a large screw with a pin was used by the operator to apply the exact
amount of pressure he needed in orderwork on the armature. The tool was designed to

enable a mechanic to work on the armature without having to lay it on a bench where the
winding of the armature might be damaged.

Probably the most successful of his early tools was his spring spreBlisrdevice enabled a
mechanic to easily spread the springs of a motor car so grease could be applied between the
leaves for a smoother, less noisy ride. The spring spreader consisted of a "C" clamp with
hardened steel points on one end. A pipe was fasteto-the "C" clamp that had a handle that
forced the steel points between the leaves of the spring, spreading them so grease could be
inserted. Later, when sticks of graphite, about the size of a stick of chewing gum, became
available, they were usedstead of grease.

He also designed a device called the Onan Test Rack, on which a part could be mounted and then
run just as if it were on a motor car. The rack contained a sliding track with a metal pulley and
belt. The part, an armature or starter,rfmmstance, would be attached, and it could be operated

at variable speeds as if it actually were on a car.

Onan added to his collection of tools and equipment as the need arose for them and he could
dream up a device that would work. He invented a geovidr testing the winding of armatures,
cutting tools, a thirdbrush wrench, and an armature lathe.

Of all his early inventions, he was proudest of what he called the Onan Wrist Meter. An
advertisement, which he wrote himself, says of the Wrist Metéris to the mechanic what a
thermometer is to the doctor. Worn like a watchust as well made."

The Wrist Meter consisted of the meter itself, which was strapped to the mechanic's wrist with a
leather band. Two long, insulated wires were connectethtometer, There were small metal

clamps attached to the loose ends, and these clamps fastened to an electrical part of the car. Ina
detailed instruction book which was included with the Wrist Meter, Onan wrote: "Anytime you

have trouble, start from theource, in other words, the battery, and then work from there until

you find the trouble."

Onan's writing was hardly polished, but it was in eisynderstand language and it was designed
to instruct mechanics who weren't concerned with good grammamash as with clear details.

Onan invented his Wrist Meter in 1918, and it was about this time he had decided he had enough
seltdesigned tools to go into business for himself. Unfortunately, he didn't have enough money
to leave his job at Reinhard and ae® full time to his business. So, for the next four years he
worked at Reinhard, at $200 a month, during the days and devoted his spare time to his own
business.



He had no fultime employees, but there was a constant parade of workmen in and out of the
Onan home people who also worked in their spare time on the Onan business.

His first fulltime employee, Julius P. "Dyke" Grabow, joined Onan in January 1920. Dyke was a
student at North High School in Minneapolis at the time, and for the first seseraths worked
after school hours and weekends.

He was hired not for work in the shop, but to set up an office in a room on the first floor of the
Onan home. He handled Onan's mail, wrote letters dictated by Onan, kept the books, ran
errands, helped desigthe ads that ran in Popular Mechanics, and performed a wide variety of
duties.

Grabow, who stayed with D.W. Onan and the Onan Corporation until he retired a few years back,
fondly remembers those early days working in his small office in the Onan hidmeecalls, "Mrs.
Onan used to entertain her women friends in the living room just off the office. They sat around
and talked and played cards. In the afternoon, lunch was served, and thanks to Mrs. Onan, | was
always included. | especially remembee temon meringue pie, which she had baked in the
morning. It was out of this world."

The volume of business was growing steadily as mechanics found Onan's tools invaluable in
repairing motor cars, and it soon became obvious the space available in theHonse was
inadequate.

In November 1920 Onan rented a nearby building on Oliver Avenue and 14th Avenue North and
moved his operations there. Owned by a Mr. Pratt, who formerly had been a mayor of
Minneapolis, the building originally was a solidly consted barn. The front part had been
converted into a onestory, two-car garage with a pair of large doors facing the street. The back
part of the building, where horses had been kept when it was a barn, had two stories. The top
floor, which had been a hdgft, was ideal for storing equipment. The main floor was used by
Onan for assembling his tools and equipment.

The front of the building, about 30 by 40 feet in size, was the main work area and also contained
Onan's office. The new location of the Dawd Onan Co. was not a fancy place, but it was a big
improvement over the basement shop in his home. Although he continued to woitinfiellat

the Reinhard Co., Onan had one permanent employee in Dyke Grabow and now was able to
increase the number of patime workers with the additional space available.

Onan developed a close working relationship with Oscar Dahlen, who operated the 0. H. Dahlen
Printing Co. in Minneapolis, during his two years in the converted barn. Dahlen printed the
instruction bookghat went with all the tools, and he printed the advertising folders and other
promotional material Onan used in his direct mail campaign.

Onan assembled the parts for his tools in his building, but many of the parts were built by outside
suppliers. Rah Hitchcock and his sons, who operated the Modern Pattern Co. in Minneapolis,
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made all the patterns for the tools. Modern Pattern later became Hitchcock Industries, which is
still operating in the Twin Cities.

Charlie Carlson, another friend of Onangagied a tool and die business in a sfmpMain
Street, just off Hennepin Avenue, and he provided most of the dies for Onan's tools.

Most of the parts for Onan's tools were produced by his friends in Minneapolis, but some had to
be obtained from outof-town suppliers. For instance, he bought the pulleys for his Test Rack
from Superior Spinning Co. in Superior, Wis.

In his early years, it was the generosity of his many suppliers that allowed Onan to stay in
business. They extended credit to their friciad in excess of normal business practices, because
they had faith in Onan and knew they eventually would get their money. When Onan decided to
leave Reinhard and devote full time to his own business, it was these same friends and suppliers,
along with sone other friends, who came up with the necessary finantinign cold cash.

Oscar Dahlen, Charlie Carlson, Ralph Hitchcock, all suppliers, and Harry Atwood, a friend who
owned Atwood Coffee Co., together loaned Onan $5,000 in late 1922 so he could ¢plit diis
Reinhard and further expand.

The owners at Reinhard were sad to see Onan leave their company, and they offered him a full
year's pay, $2,400, if he would stop in at the Reinhard shop once or twice a week to see how
things were going and to offedaice. This was an unexpected bonus for Onan.

For the first time since he started his own business, Onan had extra cash available. With some of
this extra cash, He decided to buy a larger building for his growing business. He purchased a
large, threestory house at 39 Royalston Avenue, a few blocks from downtown Minneapolis.

Onan moved into his new location in December 1922. He was now 36 years old, was operating his
own business, and he felt on top of the world.
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CHAPTER THREE
OSAFTY SAN

Likemost entrepreneurs, D.W. Onan was a confident man. He
was optimistic that his new business would grow and succe:
and he wasn't concerned, or even aware, that he was pitifull
short of capital for expansion or that he lacked solid busines
experience.

In retrospect, it was fortunate Onan wasn't the conservative
type, because, in all likelihood, he wouldn't have started his
business in the first place. He certainly wouldn't have made
the plunge he did in late 1923 to spend nearly all his availak
fundsto became a property owner.

There's no question that Onan's growing business needed
more space than was available in the old former barn he
rented on Oliver Avenue and $4\venue North , but the
property he bought on Royalston Avenue, near the .
Minneapols Loop, far exceeded his immediate needs. In addition to the large, -Ehoeye house

at 43 Royalston there also was a smaller house behind it on the some lot. Then there was a large,
usable barn, a shed and a summer kitchen behind the smaller houssn vas in an expansive

mood when he made the purchase, and he decided that even though he didn't need the space
immediately, he purchased the lots on 45 and 47 Royalston as well. Lot 45 was vacant, but there
was an ornate old gingerbread house on Lot 47.

Within the next few years, Onan's foresightedness paid off handsomely. Before 1924 was over, he
had connected all the buildings at 43 Royalston into one large complex. Early in 1925 he started
building on the adjacent lot, and by 1929 his factory covexidf Lots 43, 45 and 47.

It's interesting that one of the first carpenters Onan hired to expand the buildings on Royalston
was Gabe Valenty. It was through this association that Valenty's son, Tom, became acquainted
with Onan and his company. Tom &faly joined Onan on a parttime basis in 1936 and stayed
with the company throughout his career, serving as president and chief executive officer from
1972 until 1981 when he was named vice chairman of the board. Tom Valenty retired in June
1982.

While t's obvious D.W. Onan made a wise decision in buying the Royalston property, it also is
obvious he didn't carefully inspect the buildings before doing so. One of Onan's two sons, C.W.
(Bud) Onan who was 15 at the time, was given the job of cleaning upuitteng before his

father moved in his equipment. When Bud got to the second floor of the big, old house, he
noticed a "terrible odor. " Bootleggers had been using the house and the summer kitchen to
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make illegal whiskey, and Bud found 32 barrels oflgu&pe mash. Bud went across the street to
use the phone and called his father. "Have you been in the upstairs of that house?" he asked his
Dad. "No," D.W. Onan answered. "You ought to come over," Bud recommended. D.W. Onan
rushed over to his newlyyschased property, saw the mash and called police. Those were
prohibition days, but the police were unable to track down the bootleggers.

After the house was cleaned, Onan transferred his operations from the old barn to his new
location. He was in fufiroduction by the first of the year, 1923, but sales of his auto repair
equipment were slow during the first several months. Onan was marketing the tools and
equipment through small ads in magazines and with direct mail, and although the response was
good his limited capital made it impossible to greatly increase his promotional activities.

The product line was the same he had been assembling first from the basement in his home and
then in the converted barn. His one new item after moving into the Rayallocation was a test
bench that was designed to hold all the equipment Onan sold. The test bench was made of angle
iron with a fourby-sixfoot hardwood top on it. The orand-one-fourth-inch top was made of

birch or maple. The bench had a drawehtad the Onan Wrist Meter and instruction book and
some of the other small tools. The test equipment could be mounted on the bench.

When a customer bought a piece of equipment from Onan, it normally was shipped in a wood
crate. Cardboard cartons wer@mpopular in those days. Each shipment needed a different sized
crate, depending on what was shipped, and there was no supplier of cusiade crates. So
Onan's workers hanthade each crate. Shipping the test bench, because of its size and weight,
was especially a costly and tirronsuming chore. It took two workers most of one day to build a
crate and ship the test bench.

A work day back in 1923 was vastly different from today. Onan's workers, and most other
craftsmen in those days, worked from 7:3@ato 5 p.m. on Monday through Friday and even
longer, from 7 a.m. to 6 p.m., on Saturdays.

Onan, who was constantly seeking ways to improve productivity, was frustrated over the time it
took to crate his tools and equipment. He finally decided thatlse the big consumer of time

was sawing the wood that went into the crates, he would buy a motorized saw so he could speed
up the process. After several days of looking around the Twin Cities for a proper-dnten

saw, he gave up. The only thing berid suitable was a large overhead swing saw, and he
decided that was simply too dangerous.

Onan was never frightened by the prospect of trying to invent a work saver, or a piece of
equipment that could save him money so, as he had done time after tinemlk couldn't find
equipment he wanted, he decided to design a saw himself. For instance, when Onan first moved
into the house at Royalston, it was heated by an old coal furnace that was constantly giving him
trouble. It didn't dawn on him to buy a newrhace. He called his old friend, Ralph Hitchcock,

and the two of them designed an oil burner to convert the coal furnace. This was before oll
furnaces were available. Onan and Hitchcock made a brass unit which was set inside the furnace.
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Oil dripped o it from above to create a flame. Dyke Grabow, Onan's office manager, whose job
every day was to buy two quarts of kerosene in the morning to feed the burner, said he thinks it
was 'the first successful oil furnace ever made.

For some reason Onan decdlaot to market the oil burner, and it was one of his few inventions
he didn't later sell on the open market.

The saw he invented, for example, proved to be one of his most successful products. Onan's main
concern in designing a motairiven saw was to e one that was safe to operate as well as

saving time and money. His first saw consisted of channel iron welded together for the stand and
a flat piece of metal for the top. The top was bent down two inches on all four sides and the
corners were then wieled.

In the top was a long saw slot with various holes along it in different positions. The saw guides
were made with two metal bars riveted together. The saw was operated by a swing saw beam
bolted to the side cross beams. The electric motor was rtemlion a plate fastened to the saw
beam so the weight of the motor countéralanced the beam. The saw handle was operated with
the right hand leaving the left hand free to hold the board to be cut. The board was held firmly
against the guide and the sdvlade was pulled across the board. With both hands being used to
operate the saw, it made the operation relatively safe.

Although Onan made many improvements in future years, the original design of the saw was an
immediate success. It was a revolutiopapproach to motor driven saws, and it opened an
immense market. Not until the radial saw was invented years later was there significant
improvement in the design of Onan's saw. The major difference between the radial saw, which is
commonly used today,ral Onan's saw is that the blade is mounted on top in the radial saw, while
Onan's design had the saw blade underneath.

Onan's saw was designed primarily for croating boards to make his crates, but it could be
converted easily to do heavy ripping, ering and even had a removable dado throat.

The dimension of the top of Onan's saw was 26 inches wide and 32 inches long. Side tables, made
of wood encased in a steel band, would be attached, forming an-&gitiong bench. There

were wheels on the bitom of the stand so the saw could be easily moved even though it

weighed nearly 400 pounds.

The aluminum handle, which was used to pull the saw blade forward, also served as a guard to
protect the blade when not in use. The guard and gauge on top dhtile were adjustable and
served as an enclosure in which the saw blade operated. Saw blades were 12 inches in diameter
and made of 15 gauge steel. The first electric motors were two horsepower, powerful enough for
any work which the saw blade could ha@dOperation of the saw was as simple as marking a
board with a pencil, and the sawing speed was as fast as an operator could draw the blade
forward.
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The main safety feature of the saw was that the operator had to stand erect to run the saw and
both hand had to be used, one for holding the lumber and the other for pulling the handle
forward. The electric motor was spring mounted, causing the belt to slip if the lumber was
pinched or caughtThe saw enabled Onan's workers to reduce drastically the tiecessary to

build a crate to ship the auto repair tools, but the unexpected bonus was that it became the
young company's most popular product in the marketplace.

Onan decided to market the saw soon after the first model was built and he could see the
potential. Because the safety features were impressive, Onan decided to incorporate that in the
brand name. He wrote out the first piece of advertising material in longhand, and gave it to Dyke
Grabow to type. Grabow noticed that Onan had called it the YS&#w," and Grabow mentioned

to Onan that he had misspelled "Safety.” Onan replied, "Leave it just that way, because then we
can have a copyrighted name that no one can steal. So, from then on, the Onan saw was
officially named the "Safty Saw", and ddsphe spelling error it was marketed that way

throughout the country, and no on attempted to copy it.

After making his first saw for his own shop, Onan was asked by his friend and investor, Oscar
Dahlen, to build one for his printing business. The tead was sold for Onan by Reuben Skarnes
to a company in Duluth. Skarnes, a ldmge friend of Onan, played an important role in
marketing the saw even though he never was atiole employee of the company. Skarnes knew
D.W. Onan when Onan was workimg the Reinhard Company, and they became close friends.
Skarnes, like Onan, was mechanically inclined so they had much in common. Skarnes left
Minneapolis before Onan started his business. He took a job as a sales engineer for the Hyatt
Roller Bearing@ in Chicago and worked there until 1923 when his father, back in Minneapolis,
suffered a stroke. Skarnes returned to the Twin Cities to be with his father and gave up his job
with Hyatt.

When Onan was with Reinhard, he often talked with Skarnes alisutrbam of going into

business for himself. He convinced Skarnes that the independence of being your own boss was
worth just about any sacrificeWwhen Skarnes returned to Minneapolis, Onan was operating his
own business, and he offered Skarnes a job.

Sarnes turned his down. "Dave had done a good selling job on me earlier, and | was determined
to go into business for himself and not work for anyone," Skarnes recalled. Skarnes wanted to
become a manufacturer's representative, and to sell for a variegompanies. He told Onan he
would handle the line of products that Onan distributed along with several othercoompeting

lines. "At that time (1923), Dave Onan didn't have his saw yet, so | sold his automotive tools and
equipment,” Skarnes said. "Wh&ave invented the saw in 1924, | could see the potential in that
and started selling it immediately."

The first sale, to the company in Duluth, netted Skarnes $9.90 in commission. "Dave had priced
the saw too low at the beginning," Skarnes said. Ttst firodels went for only $105, Skarnes
remembers, but Onan quickly increased the price as the sales demand excas@dxlity to

produce them. As the price increased, howevbg saw also was improved. There were blades
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and equipment added to it so ibald cut marble and tile. The biggest improvement came when
Onan decided to have a dier the top produced by the Youngstown Press Steel Co. in Ohio. The
top and the ends were then stampexdit, giving the saw a much more professional look.

The disadvatage was that Onan had to order 1,000 tops at a time from Youngstown without
having saw orders to fill. Fortunately, orders for the saw came in from all over the country, and
the item soon exceeded revenues from all other Onan products.

Skarnes remembetsaveling to cities like Chicago and San Francisco, selling dozens of the saws
on a trip. He also established dealerships in many different cities. He recalls large trucks with
crated saws piled two deep leaving the Onan plant at least twice a weeknatet for the saw

was greatly expanded when Onan decided to offer it with arcanled gasoline engine so it could
be used outside at construction sites. The saw now was available with a Briggs & Stratton
gasoline engine or two types of electric motors threephased 226volt motor or a singlgphase
motor for either 110 or 220 volts.

A big boost came in 1925 when the A. S. Aloe Co. of St. Louis, a general contractor, asked Onan to
manufacture saws with the Aloe brand on them for outstdestruction work. By now the saws

were priced at between $250 to $275, depending on the motor available. In 1925, Aloe alone
purchased $12,510 worth of saws and the following three years bought about $25,000 worth each
year. Sales to Aloe fell off in 1929, and thenpany stopped buying the saws in 1930. Onan
continuedto market the saws to othersiowever, until just before World War II.

The saw was the salvation of the Onan company during the 1920s, and sales far exceeded the
volume caning from the auto toolsThepeak year for the saw was in 1926 when sales of this one
item reached $192,572, while sales of all of Onan's automotive products were only $27,314. Sales
of the automotive tools and equipment really never took off for the Onan Company, partly due to
the success of the saw. The peak year for Onan's automotive line was in 1925 when sales were
$29,871. The volume went down each year thereafter until the line was dropped in the 1930s.

Saw sales, on the other hand, remained healthy until the effects oftteat Depression were
starting to be felt in 1930. Here atbe annual sales volume of the saw from the time it was first
marketed in 1924 until it became a minor part of the business in 1933.

YEAR SALES

1924t $16,998 1929 $100,393
1925 $111,908 19300 $57,924
19260 $192,572 19311 $23,644
1927t $153,075 1932 $11,650
1928 $100,122 1933 $4,984

Because saw sales remained robust for many years, Onan never had problems with ordering the
stampedout tops from the Youngstown Press Steel Co. in quantities of 1,Pé@blems did
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arrive, however, in the 1930s when sales began to fall off. Most of the last order of 1,000 tops
remained at the Youngstown plant for years until company officials told Onan he would have to
have them all shipped to Minneapolis, Onan-tiltiers remember seeing hundreds of the tops
stored in a Minneapolis warehouse long after the saw had been discontinued.

Other, even more successful, products followed the "Safty Saw," but there's little -dioarbif

Dave Onan hadn't invented the saw in289and decided to market it, the Onan Company might
never have succeeded. The "Safty Saw" played a mighty important role in the history of the Onan
Company.

[Ed. Note. During th&940s, many saw table legs and tops were assembled with casters for use as
transporting tables for small generator sets in the production shop. Bench heights were adjusted
to match the saw tables so units could be slid on andTdféy became portable, mugiurpose

work bencheq.
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CHAPTER FOUR

THE FIRST ELECTRIC PLANT

In addtion to being a mechanical genius and a humanitarian, D
W. Onan also was a philosopher. He was fond of putting down
on paper his thoughts on a variety of subjects.

He once wrote his 12 points for operating a successful
manufacturing company:

Product &ceptance.
Engineering.

Experimental research.
Tool & die excellence.
Production and assembly.
Production flow.

Final testing.

Oneproduct concentration.
Meeting a need.

10 Sales and service facilities.
11. Basic management.

12. Teamwork.

©CoNO~wWwNPE

It was No. & one-productconcentrationt more than any
other factor, exemplified the Onan Compargemingly by
accident, but in view of D. W. Onan's philosophical jottings, a
planned strategy. The Onan Company started with tools to repair motor cars, quickly switched its
emphasido the "Safty Saw", and before a decade had passed it was producing generator sets, a
product the firm has stayed with ever since.

Like the auto tools and the "Safty Saw", the company found itself in the generator business
because of Onan's ninth tenet meeting a need. D.W. Onan's fishing buddy, George

VanWagenen, first called attention to the need. VanWagenen, a Minneapolis businessman, had a
summer cottage at Lake Mille Lacs in north central Minnesota. "Dave, I've got a problem you can
solve," VanWagnen challenged his friend. This was in the summer of 1926. "We need electric
lights at my cottage. I'm tired of kerosene lamps, and | don't want to buy one of those Delco units
and fuss with batteries all the time. Why don't you design a generatdr avijasoline engine that

| can keep at the cottage. | can use it when I'm there and forget about it when I'm not."

D.W. Onan liked the idea for several reasons. His "Safty Saw" business was booming, and for the

first time in years he had some spare time his hands. He now also had a "partner” who, like
Dave, loved mechanical challenges. The partner was his oldest son, Charles Warren Onan, or
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"Bud" as everyone called him. Bud, who had reached 16 on May 30 that year, had quit high
school and gone to ark fulttime for his father. Like his father, Bud was exceptional with
anything mechanical, and both were excited about the prospects of designing a gatolee
generator setnot so much as a possible product for the company, but just as a projetttdir
restless imaginations.

Bud and his father decided to start with equipment familiar to them. The highly successful "Safty
Saw" used a Master motor and a Briggs & Strattortagied gasoline engine. They decided they
could easily convert the Mast motor into a direct current generator that could be operated by

the Briggs & Stratton engine. After several months of work, they built ax8d0 115volt, direct
current generator set, and gave it to George VanWagenen in the Spring of 1927 tois\akl

Mille Lacs cottage.

VanWagenen had bad news for them. "l can't use it," he said. "The lights flicker so much it drives
me crazy. " Bud and his father decided the problem was in the coupling. Bud Onan said at the
time, "l went to work on this@upling, and it was a horrible project. | redesigned it, and tried the
springs in all positions, from center to end, from a small radius to a large radius, and back down
again. We finally arrived at a design that would work, and the flickering was atedih

Bud Onan discovered that the flickering had been caused by the cyclic irregularity of the single
cylinder engine. The problem was finally solved by connecting the generator to the engine with a
spring coupling that allowed the generator to turnaatonstant speed regardless of engine speed
variation. After testing the unit several times, and increasing the power to 350 watts, the Onans
were satisfied they had a product they could market.

They called it the "Onan Tdrite Generator."

The Onans 3$d the TenLite Generator for $99 plus $12 for 10-@@tt light bulbs and enough
wiring to string them around a small home. It was a vast improvement over existing battery
powered systems. The market for the Onan generator was primarily in rural areae tdity
power" wasn't available.

[ Ed. Note. Jim Hoiby gives D.W. the credit for solving the problem more elegantly while the two
of them worked on it after Onan started making their own one cylinder engines. A second set of
breaker points was set to @pate on the same cam as the ignition breaker. These points were
connected to a resistor that wannectedinto the generatorelectricfield winding circuitto

lower the generator voltage momentarily at the time the engine fired on the power stroke.]

Daw Onan knew how to market his new product, too. He had a formula that was foolproof and
the hardestworking advertising manager of any small company around. She was Nell Tangen,
who joined the Onan Company right out of school in 1923, and she not ondildththe

advertising but was a secretary, bookkeeper and office manager.
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It was her conscientious attitude that not only made her an invaluable employee for 35 years but
landed her the job in the first place. Dave Onan had advertised for a secretéuig fuew

business and Nell Tangen's school was looking for jobs for their students. The school suggested to
Nell that she go to the Onan "plant” at 43 Royalston and apply for the job. When she reached the
address and saw only a dilapidated thystery hane, Nell was sure she had the wrong address.
When she looked inside and saw a messy office with no one around, she didn't know if she
wanted to work there anyhow, so she left. A few blocks away, Nell decided she just couldn't go
back to her school withdwa better story than the one she had, so she returned to the Royalston
address. Dave Onan had been out in back the first time Nell looked in, but he was in the office
when she returned. Nell inquired about the job and Dave Onan hired her on the spads the
beginning of a long association that ended when she retired in 1958.

The advertising program, which Dave Onan formulated and Nell Tangen carried out, consisted of

small but frequent ads in magazines suctPapular Mechani¢gsand a direcimail project targeted

at past customers. Dave Onan was sold on this approach, and he used it faithfully throughout his
years with the company with about the only change being slightly larger ads as the business grew.
To start with, the ads were mostly orewlurm by one or two inches.

A typical ad had a picture of an Onan generator set with a small headline at the top reading,
"COMPLETE ELECTRIC LIGHT PLANT." The headline was squeezed between two reverse blocks of
type, one that said, "ELECTRIC LIGHTS ANYWatttRiEe other which said "$99," which for

years was the lowest priced model.

The ad included a stieadline hat read, "For your country honsecamp, cottage, or wherever
electricity is needed." A complete description of the light plant was includedgalith the

enticing "Operates all standard appliances. RADIO. As easy to install as an outboard motor.
Write for folder. If you will describe the place where you need electricity, we can send complete
details and proposal free."

The ad had the Onamame at the bottom and an address that varied with each ad. That was

Dave Onan's key. Whenever he received an inquiry by mail, he could tell which ad had produced
the response. For instance, the ad that ran in the OctdtmularMechanicsvould carry he

address of 6 Royalston Ave. while the ad in the November issue would have 7 Royalston Ave., and
in December it would be 8 Royalston Ave, Those were the days when the mailman knew where
the Onan mail should go even if the address was wrong.

In 1958, he year she retired, Nell Tangen wrote a letter to C. F. Minor, Sr, an advertising
representative withPopular Mechanigsn response to some correspondence from him.

The letter said:"Your letter brought back many pleasant memories of the regularyailsnade

on Mr. D.W. Onan and me for over 25 years. Do you remember your visits to us when the office
was in the living room of an old home and we had a total employment of approximately 30
people? And do you remember the first eneh keyed ad? In tise days, it was sometimes hard

to scrape together the $45 for the 14 line ad.
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"I recall the first key we used was 2 Royalston Ave. and over the years we used keys as high as
9000 before moving to our present University Avenue location.

"In some old adecords, | notice Popular Mechanics circulation in 1931 was 590,115, a far cry from
the 1957 circulation of better than 1,330,000. Mr. Onan had great faith in the inquiries received
from Popular Mechanics for these were always backed up by salesatmbcuite a few in foreign

lands long before we began using Mecanica Popular, the Spanish edition.

"A mighty interesting record, wouldn't you say.

"I haven't carried the title of Advertising .Manager for many years now but sat in on an ad
meeting just a weelgo where the tentative 1959 ad schedule was being reviewed. Popular
Mechanics was, as usual, down for a 12 month consecutive schedule, which will make an
uninterrupted schedule since February 182%er 30 years. During that time we grew from a

very smdlorganization to better than 2,500 employees during World War Il and back down to our
present 650.

"The 2" space we now use is still not large, but | know there is no stretching the advertising
budget, so in spite of our long association, if there wergatisfactory results now fromeopular
Mechanics we wouldn't be among the advertisers. "

The Onan advertising strategy, which over the years resulted in an average of about $18 in sales
for every dollar spent, was complemented by frequent mailings & pastomers, especially

when new, improved models were introduced. D.W. Onan also insisted on personakfipjow
usually by mail, to all company sales. Nell Tangen remembers that Onan isigiethg

through all incoming rail every day, and any probtes or complaints were immediately answered

by him personally.

Opening the mail was one of the highlights of the day for D.W. Onan, almost a morning ritual in
the old house on Royalston Avenue. D.W. Onan's office was in the front sunroom while his
secretay, Nell Tangen, worked in the front foyer. As business increased, two other secretaries
were hired, and they worked in the living room. A draftsman worked in the dining room, and Bud
Onan did his design work in the kitchen.

When a complaint came in theail, you could hear D.W. Onan's soft grumbling if you were
nearby, but when he opened a letter containing a large order or a badly needed check, you could
hear his excited exclamations of joy throughout the entire house.

Not surprisingly, sales of theew Onan Texlite direct current generator sets were slow at first.
One factor that contributed to this was the fact that power from electric utilities is alternating
current. Therefore, most lamps and appliances were designed for alternating currertheynd
were therefore less expensive than direct current lamps and appliances.
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The alternating current problem was compounded when the first AC radios came out in late 1928.
Both D.W. Onan and the engineers at Master Motors agreed it would not requird ofuec

change to convert the direct current generators to alternating current units. Without changing

the basic structure, the DC generator was modified by adding a collector ring and rewinding both
the stator and rotor. The same coupling was used oritly & slightly larger diameter and a

flywheel was attached ahead of the coupling. Different springs were needed on the coupling and
rubber bumpers were attached.

The first AC generator produced by Master for Onan was a&@0unit. It was the country's
first portable, gasoline powered AC generator, and it opened an immense new market for Onan.

The major suppliers of radios in the late 1920s were Wells Gardner and Stewart Warner. In late
1929, just before the stock market crash and the start of theaGibeepression, D.W. Onan,

proving once again he was a good promoter as well as a mechanical designer, struck a deal with
Wells Gardner. He convinced the radio people that combining the sale of Onan generators with a
free radio would help both companies. éli6 Gardner agreed and made radios available to Onan
at their cost, allowing a clever promotional strategy: "Buy an Onan AC generator unit and get a
popular Wells Gardner radio free. " It boosted sales greatly and helped get Onan established in
the geneator market.

The following year D. W. Onan struck an even more ingmbrdeal with another company this
time Montgomery Ward, the giant catalog company. Onan convinced Montgomery Ward to
market OnaAmade generator sets through its catalogs, and thies#o the big chain during the
next several years made an important contribution to Onan's profit statement.

Montgomery Ward bought its first Onan generator sets in October 1931, and during that lean
decade purchased nearly threpiarters of a million dibars worth of Onan products.

In 1932, the first full year of the marketing agreement, Montgomery Ward added $32,831 to
Onan revenues, and the amount grew each year, reaching a peak of $164,373 in 1938. Sales to
Montgomery Ward slipped $90,664 the nextgr and continued to fall until World War 1l

eliminated all noAmilitary orders.

As important as Montgomery Ward was to the Onan sales picture, it was still the direct marketing
efforts by D. W. Onan that made the company successful during the trying.1930

In 1928, the first year Onan generators were available, the company sold only $12,081 worth of
them; sales of the "Safty Saw" were still the mainstay of the company. In 1929 generator sales
climbed to $56,942, a big increase but still only about bafaw sales.

As the popularity of the "Safty Saw" declined in the following years, the sales of generators
mushroomed. In 1930, before the Montgomery Ward deal, Onan had generator sales of $88,475,
and total revenues grew considerably in the following fyears thanks primarily to the addition

of the Ward catalog sales.
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Profitability was greatly increased, starting in 1931, when the Onan company decided to produce
its own generators and engines, eliminating Master Motors and Briggs & Stratton asessippli
Larger capacity units also were added with 1,500 and 2,000 watt generator sets becoming quite
popular as homes in rural areas added more and more electrical appliances.

The establishment of the Rural Electrification Administration after Presidamikkin D. Roosevelt
took office in 1933 premised to cause serious problems as farm areas were wired for electricity
just like their city cousins.

By 1935, Onan itself sold $117,994 in generator sets in addition to the $84,774 in business to
Montgomery Wad. There was another $19,000 in miscellaneous sales. By 1939, Onan increased
generator set sales to $348,809 while Montgomery Ward contributed another $90,664.

A decision by D. W. Onan to vastly increase his promotion overseas spurred foreign séket to o
the loss of U.S. rural areas, and the company continued to gkad by then foreign business
contributed almost 80 percent of total sales, an amazing feat for a small company located so far
from the normal export centers.
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CHAPTER FIVE
THE GREATEPRESSION

History books call Oct. 24, 1929, "Black Thursday". It was the
beginning of the worst stock market crash ever experienced in
U.S. It also was the beginning of the Great Depression, the
country's longest, deepest and darkest economic periad
upheaval that lasted more than 10 years, not officially ending
until the United States entered World War Il.

Black Thursday didn't go unnoticed by D. W. Onan, his son, Bu
or their growing crew of workers at the Onan Company plant ot
Royalston Aveme near downtown Minneapolis. They heard
reports of the stock market crash on the radio, and they saw th
screaming, black headlines in the newspaper.

But it wasn't a particularly significant event to them. The Onan:
didn't own shares of stock in any Iplicly owned corporation,
although D. W. Onan had seriously considered buying some st
a few years earlier in a rapidly growing Minnesota company. T
promising firm was Minnesota Mining and Manufacturing
Company, later to be known as the 3M Co., asastock was
considered a bargain. Onan was tempted, but he needed his money for his own business.

The Onans certainly couldn't have known that Black Thursday was the beginning of a long decline
in the country's economy or that the next ten years wouldtibe toughest in history for most U.S.
businessmen. After all, 1929 was turning out to be an excellent year for the Onan Company, and,
except for the nation's farmers, the U.S. economy was booming. Sales of the new Onan generator
sets were starting to tee off with more than $50,000 in orders already received that year. Sales

of the Onan "Safty Saw," even though down from previous years, had brought in more than
$100,000, and there was a smattering of sales of motor car tools and equipment. The Qlyans fu
expected 1929 to be the best year ever with total sales to exceed $175,000. There wasn't much
reason to be concerned about "Black Thursday" at the Onan company.

It wasn't long, however, before the seriousness of the situation confronting all busmastee
country started to became apparent to D.W. and Bud Onan. On Nov. 2, a few days after "Black
Thursday," one of the leading businessmen in Minneapolis, Wilbur Foshay, who had just built the
fabulous 32story Foshay Tower in the center of downtowvent bankrupt. The Onans and other
owners of small businesses began to worry a bit. If that can happen to a highly successful man,
what does the future hold for those still struggling to survive?

Farmers, who then represented the biggest potential mafke the Onan generator sets, were
among the first to feel the effects of the Great Depression. They already had been battered by
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the effects of several years of drought, and they had nothing in reserve to cope with further
problems. From 1929 to 193the cash income of the nation's farmers plunged by more than 75
percent. Wheat prices dropped from $1.21 a bushel in 1929 to 49 cents in 1932 and corn fell from
78 cents to 21 cents. Those farmers with a few spare dollars put a high priority on adding
electricity to their places now that it was available with Onan generator sets, but many simply
couldn't scrape together the small amount of cash it took.

As the domino effect of the depression took place, workers lost thbs jn industry after

industry. More than 70 percent of the workers on the Minnesota Iron Range were without jobs

by 1932. Across the country, there was an average of 100,000 people losing their jobs each week
until the mid-1930s when the unemployment total reached 20 million, or 2kcest of the work

force.

During the trying years of the Great Depression, the Onan Company suffered less than most
businesses, but times were far from easy. From the peak in 1929 when total revenues were
$172,605, Onan sales fell during each of the nlerde years $138,280 in 1930, $128,219 in
1931 and $111,980 in 1932.

D.W. Onan was a firm believer that when a worker joined his company, he or she could expect 52
paychecks a year, and he was determined they shouldn't have to worry day after day atogt lo

their jobs. Onan himself did most of the worrying. There were many times when meeting the
payroll was a very uncertain proposition, but he managed it each and every week. Both he and
son Bud had to take pay cuts along with most of their 40 workerseven during the darkest

days of the depression everyone received a paycheck each week, and there is no record of anyone
losing a job.

There were times when the workweek was reduced to four days, and there were other times
when there simply wasn't enagh for everyone to do, but the plant stayed open. Paychecks of $12
-to $15 a week seem paltry today, but back in the early 1930s that was the difference between
standing in a bread line or living relatively comfortably. Homes could be rented for $2b @ $
month, meat and other food items could be bought for pennies a pound, and a shirt cost only 25
cents.

D.W. and Bud Onan spent much of their time in the first few years of the depression assuring their
small crew that times would soon get better, atidt at least they were assured of keeping their
jobs. Things did get better for the Onan company, starting in 1933 when total sales for the year
reached $114,280, only a couple thousand higher than the year before, but it was the first gain
since 1929.n 1934, revenues reached $141,814, a healthy 24 percent increase over the year
before. They jumped to $221,494 in 1935, $289,128 in 1936, $373,941 in 1937, $429,305 in 1939
and jumped past the halhillion mark in 1939. As sales increased, additional etsrkvere

needed and the total payroll exceeded 60 people by 1939.

It was during the 1930s th&everal key people were addegeople who later became
instrumental in much of the future growth of the Onan company. Tom Valenty, who went on to
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become presidnt and chief executive officer before retiring in 1982, joined Onan on Aug. 3, 1936,
when he was 16 years old, doing odd jobs. When the summer was over, Valenty went back to
finish his last year of high schoblt he continued to work parttne at Onanand after

graduation, he resumed falltime duties.

Valenty recalls that his parents could not afford to pay his college expenses, so if he were to go on
to the University of Minnesota, as he had hoped, he would have to convince D. W. Onan to allow
him towork part time for the next four years. Onan enthusiastically agreed, and in the fall of

1937 Valenty enrolled in the institute of Technology, working toward a degree in chemical
engineering. Working as many hours as he could spare from his busy culegphile, Valenty put

in some time practically every week day and often all day Saturday, Sunday and holidays at the
Onan plant. When he first started at Onan, Valenty was paid 35 cents an hour, and by the time he
received his bachelor's degree in 194#&,as earning 75 cents an hour. "As graduation

approached, | interviewed with a number of potential employers, finally accepting a position as
engineering trainee with the Caterpillar Tractor Co. in Peoria, lllinois," Valenty remembers.

D. W. Onan was dippointed over the prospect of losing Valenty, and he argued as convincingly

as he could that there was a good future for him at Onan, including a pay raise to $1 an hour. The
real clincher, however, was the almost certain fact that the U.S. soon woult/blved in World

War Il and Valenty probably would be drafted. He decided to stay in Minneapolis, working at
Onan, until military service beckoned.

Also joining the Onan company during the darkest days of the Great Depression wgsa-aR
aspiringengineer, Jim Hoiby. Hoiby started with Onan on April 13, 1934, becoming Chief Engineer
at the start of World War Il, and before he retired in 1977 he had advanced to vice president of
the company's Advanced Design and Planning Department.

The Onan Congny's James C. Hoiby Technical Center in Minneapolis was named after him in
recognition of the many valuable contributions he made over the years.

But back in 1934 it wadoiby who was the grateful oneecstatic, in fact, over being able to find a

job when such an accomplishment was mighty rare. Hoiby was a friend of Bud Onan, and Hoiby's
natural talents with mechanical and electrical gadgets were well knownto BMA. ¥ 61 & . dzRQ3
brother in law.] Hoiby was in Long Beach, California, looking for wdérdnithe Onans decided

they needed an engineer to help them develop some new generator products. Bud Onan sent

Hoiby a telegram offering him a job, and Hoiby quickly accepted.

While in high school, Hoiby was more interested in tinkering with machinery lieavas in

reading the classics or studying geography. His father owned an automotive repair shop, and Jim
had ready access to tools he needed for his hobbies. When he was 16, Hoiby designed a two
cylinder engine in the drafting department of his higingol. He made the patterns in the

school's wood working shop, machined the castings in the school's machine shop and then
assembled it in his father's garage. The engine was used to power a prapelkn ice boat.

Hoiby also was interested in electal gadgets, building radio receivers and transmitters with
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rudimentary tools and test equipment. When he joined Onan, he was elated over having good
electrical equipment at his disposal. He was especially impressed with Onan's cathode ray
oscillographpne of the first ever marketed.

His first assignment at Onan was working in the machine shop under Steen Ecklund, making parts
for the company's first engine for its own generator sets. Then he was given a drafting table in
the old house on Royalston new the manufacturing plant that had been added.

Hoiby not only loved his job, but he worshipped the Onans, both father and son. At the time of
his retirement, Hoiby fondly described D. W. Onan: "He was an entrepreneur with a remarkable
combination of alents. He was endowed with the qualifications of a marketing manager, a
finance officer, an electrical engineer, a mechanical engineer and a factory production manager.
All combined with the initiative and drive that it takes to start a business. Higezoal, friendly
personality attracted other qualified people to help him."

It also was during the depression that another Onan family member joined the company. Bob
Onan, the younger brother of Bud, came aboard in 1933, spending all of his businessatre

the family-owned concern. Unlike his brother, who had all the traits of his father, Bob Onan was
not especially mechanically inclined. His strong points were with working out people problems.
During his nearly 30 years with the company. Bob stagpersonnel director, the public

relations representative and in various other administrative capacities.

One thing all three Onans had in common was a deep concern for the community in which they
lived and for their families. Although busy in rurgnthe company, all three found more than
enough time to devote to civic activities and to family affairs. D. W. Onan was especially active in
the Optimists International organization, serving as District Governor, International Vice President
and in 1932 bing elected Optimists International President at the convention in San Francisco.
He also served as president of the Minneapolis @it Commercé\ssociation and was active in
many community projects throughout the years. Both sons likewise showedsataterest in

civic activities.

Their involvement in community problems probably had much to do with the fact that the Onan
Company was relatively successful in the depression years when so many other businesses around
them failed. Not that the Onans bezed through those rough years of the 1930s, but the

company never was in serious danger of going bankrupt. The closest Onan came to a financial
crisis was in 1933 when the company had extremely tight cash flow. D. W. Onan hoped to correct
the problem wth help from bankers, but he was flatly turned down. He had much better success,
however, with his suppliers. He approached them with an honest assessment of his problems,

and within 10 days persuaded them to extend the Onan Compan@&3Qvorth of crelit.

From the beginning, D. W. Onan's philosophy was to treat suppliers, customers and employees
with the same respect and honesty he hoped they would show him. When his suppliers cams
through with the badly needed credit, he knew his philosophy wag.ri@man also didn't forget

the favor. In future years there were many opportunities to change certain suppliers for promises
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of a better price or faster service, but Onan refused to drop any of the suppliers who had helped
him out in 1933.

Survival ofhe Onan company during the Great Depression can be attributed to many reasons,
none more important, though, than the great flexibility of the young firm. Every time a problem
arosa and there were many of them during the 1930the Onans quickly figured aay around

it, often not only neatly solving the dilemma at hand but opening up huge new opportunities for
the future. When it became obvious there was a tremendous market for Onan generator sets, it
also became obvious the engines and generators beinghyased would not do the job required.
The Onans solved the problem by designing both their own generators and engines. Once they
had their own engineering capabilities, they were able to constantly modify and improve their
products, vastly increasing thiesales potential.

The stickiest problem of the 1930s was caused by the U.S. government. With Onan generator sets
finding wide acceptance in rural areas of America, it appeared the huge market would keep things
humming at the Onan plant for many yearsdem theREARural Electrification Administration

spoiled that prospect as electric power from central utilities became commonplace among

farmers. Instead of bewailing this development, the Onans quickly turned to foreign markets
where electric power waavailable only in larger cities, with little prospect rural areas there

would be seeing any REA type project. Export trade was a rarity for small companies back in the
1930s, but the Onans didn't worry about the complexities. There was a huge marketavearsd

the Onan company had a product in demand. To D. W. Onan and his sons, it merely was a simple
case of matching demand with supply.

There were no expensive foreign junkets to hunt out prospects. The Onans just increased their
small ads in publicains that were read in lesser developed countries, did more direct malil
promotion to those areas, and relied on weodtmouth referrals from satisfied customers. Within

a few short years, Onan generator sets were to be found in 49 foreign countries.38yfa&ign
sales were exceeding domestic sales. Customers included satisfied plantation owlaersina
natives in Nigeria, rice farmers in China, jukebox operators in Mexico, fishing boat operators in
New Caledonia, oil drillers in Venezuela and jarylellers in the Philippinesall using, and
praising, Onan generator sets.

There were no comfated foreign exchange probleninvolved. The Onan Company asked for,
and received, U.S. dollars, usually in advance. Orders were small but plentifuimplee s

approach was sought whenever possible. For instance, the Onans received a $105 order from an
individual in Alaska. The freight bill on the order would have been $96. So the Onans sent it by
parcel post. The cost was $17.

There was no end to the gfications for an Onan generator set. A promotion piece used by the
company in 1937 stated, "Ideal for operating radios, portable sound and public address systems,
remote radio transmitters, private communications systems, neon signs, motion picture
equipment, portable medical and dental clinics, geologist instruments, assayer equipment, sales
demonstration trailers, portable saws, flood lights and floor sanders. " The wide variety of uses for

28



the generator sets meant the company needed a product line Waild meet all of these
different demands. From a single 3@@tt unit, the Onan generator set line quickly offered
1,500 and 2,006watt models, then modified the equipment until by the late 1930s there were
units in the 20,008vatt category.

The conenience of remote electric starting of the generator sets was introduced in 1935.
By 1939 the Onans were certain their small business was firmly established and they anticipated

steady, but moderate, growth for many years. They couldn't have dreamed,\leyef what
World War 1l would do to their plans.
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CHAPTER SIX
WORLD WAR Il BOOM

From the very beginning, D. W. Onan did not have ambitions to
develop his business into a giant operation. It wasn't that he ha
grand scheme to grow to about 100 empé®s in one modern,
spacious plant and then stay that size. Onan's{@mge game
plan was much more vague. He wanted a business that was st
enough so he could walk around the plant and greet any of his
workers by name, know their problems and gaatsl chat with
them as a friend. He wanted a business big enough to provide
and his family a comfortable living but small enough so that he
and his sons. Bud and Bob, could run all aspects of it.

There were times during the formative years of the 1920d
especially during the depression years of the 1930s when some
Onan's suppliers, his financial backers and even some employe
wondered if the company would even survive. But D. W. Onan
himself was always supremely confident the business would
suceed, and even though he was impatient occasionally about
the early growth, he never doubted that eventually he would ha
the size company he wanted.

The year 1940 probably came closest the (badea of the
perfect sized business. The Onan Compamdpced 3,540
generator sets that year, it had about 100 employees, and total
revenues were $855,846.

The next year the U.S. entered World War Il and the desperate
needs of the military for dependable portable electric plants too
top priority, and D. W. @an completely lost control of his plans
for orderly growth.

During the next five years, Onan was manufacturing as many as 70,000 generator sets annually,
had as many as 2,500 employees in five different plants in the Twin Cities, wesrgtdcting

work to 82 other companies with 5,500 workers, and had annual sales as high as $50 million.
From the beginning of 1942 through the middle of 1945 all of the Onan company's production
went to the U.S. military and its allies.

The Onan Company wasn't alonghe abrupt switch from peacetime operations to frantic

military production. Manufacturing companies throughout the country that could possibly handle
items needed for the war went through the trauma, and Minnesota firms especially were
affected. U.S. mihry officials were concerned that locations on both the East and West Coasts
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would be vulnerable to enemy bomber attacks, and they chose sites in interior states whenever
possible for defense production. Minnesota was an ideal state, located far asraybisth

coasts, and it had hundreds of efficient plants that could convert their facilities to making wartime
goods.

Even in November 1941, the month before the U.S. officially declared war on Japan and Germany,
Minnesota companies were awarded $346 roillin defense contracts. Military production by
firms in this state totaled billions of dollars before the war ended.

Minneapolisbased Honeywell, for example, produced aircraft controls and, later, even
bombsights. General Mills, Pillsbury, Green Gi&®&o A. Hormel and other Minnesota food
companies, switched to making products for the growing allied military force around the world.
The 3M Co. in St. Paul manufactured a variety of military goods. Minneapolis Moline and the St.
Paul branch of Interrteonal Harvester converted from farm equipment to producers of
armaments, and the Ford Motor Co. assembly plant in St. Paul built military vehicles.

There were seven large shipbuilding yards constructed in Duluth, and the Cargill Co. built Navy
tankers atfacilities near Savage. Military officials even had a governioemied arsenal in the

state, the Twin City Ordnance Plant at New Brighton, which produced ammunition 24 hours a day,
seven days a week.

Most of the manufacturing facilities that switched wartime production didn't experience the

rapid expansion that the Onan company had, but a few had even more dramatic growth. The
Northern Pump Co. in Minneapolis, for instance, was a small firm with 50 employees making fire
engine pumps in 1940. Befov®orld War Il ended. Northern Pump, whose name was by then
Northern Ordnance Co., was in a $20 million plant in Fridley with 15,000 workers, manufacturing
gun mounts and related equipment and machinery for the U.S. Navy on an ardbedlock

basis. It washe Navy's largest ordnance producer and early in the war it was the country's
largest defense plant that had started from scratch.

One of the reasons the Onan company experienced such tremendous growth during the war was
the fact it became involved inilitary production more than two years before the Japanese
attacked Pearl Harbor on Dec. 7, 1941.

Onan's first major military customer was Great Britain, starting in 1939. Unable to find
dependable portable power plants either in their own country oEurope, the British turned to
Onan for hundreds of small A.C. generator sets for military radio transmitters and other
communications operations. The British also needed a special direct current generator for
charging batteries. The British military haigh praise for the equipment purchased from Onan,
especially because of its troubleee operation and its durability. The word was passed on to U.S.
military authorities, who were making plans for a quick buildup of defense equipment in the very
likely exent America would get involved in the war.
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The first orders from the U.S. military came in late 1940 and early 1941, and even though the
Onan reputation was well known, some very stringent testing was required before any units could
be shipped.

In Januay 1941, the Onan company received an order from the U.S. Army for 400 small generator
sets, provided that a prototype of the set could pass a 1,000 hour endurance test. The test ended
in the middle of the night and the government inspector was due atQhan plant the next

morning. An anxious group of Onan workers, including D.W. Onan, carefully checked out the
tested equipment, but not knowing the requirements, they could only hope it passed.

One of-the concerned workers said, "l just don't believeésthnit is pulling what it should after
1,000 hours. I'm sure the government is going to expect it to have more power. Let's grind the
valves and get it in better shape." D. W. Onan cut him short: "Not on your life. The government
can cancel the contradf it isn't satisfied, but we're not going to cheat.”

When the government inspector arrived in the morning, he checked the tested unit and then
suggested they grind the valves. When that was accomplished, he said he was more than
satisfied, and thatfigrinding the valves was all the maintenance it needed after 1,000 hours there
was nothing to worry about.

D. W. Onan's honesty had paid off once again.

With the U.S. military orders coming in on top of the British demand, plus the civilian business,
things were beginning to get hectic at the Onan plant. In January 1941, Onan produced 269 units
with 147 employees, but the volume increased each month during the year climaxing with
December business that saw 1,011 generator sets manufactured. The Qnaaropnow had a

crew of 324 workers.

Onan sales in 1941 totaled $2.9 million compared to less than a million dollars the year before,
but the real growth was yet to come. Revenues in 1942 jumped to $14 million. They reached
$32.5 million the following ya&r and approached $50 million in 1944.

As men and machines were added at the Royalston plant, conditions became so crowded it was
difficult to find an aisle to walk down. More space was desperately needed, and there simply
wasn't time to construct a newuilding large enough to handle all production. In the first two

years of the war, as production increased each week, D. W. Onan expanded the Royalston plant as
much as possible, and then leased four other buildings in Minneapolis.

These included one th&tad been used by the Caterpillar Tractor Co. as a manufacturing plant.
The U.S. government condemned the facility on the grounds it was being used for civilian
production and made the building available to Onan on a lease basis in the summer of 1841. Th
plant, located at 2515 University Avenue Southeast, was purchased by Onan in 1944.
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Other buildings leased by Onan during the war years included the Highland plant across the alley
from the original Royalston facility, the Arrowhead plant at Stinsond@utl and Broadway

Street Northeast, and the Madison plant on Madison Avenue Southeast. With all five plants, Onan
had manufacturing floor space equal to six city blocks, but it still wasn't enough to handle all the
government orders pouring in. Much tbfe engine production that Onan couldn't handle was
sub-contracted to the Continental Motor Co. in Muskegon, Michigan.

One of the major headaches throughout the war years was the great variety of equipment needed
by the various branches of the militarf@nan produced 65 different models of generators and 40
types of internal combustion engines to drive the generators. There were 41 separate branches
of the armed forces ordering generator sets from Onan, ranging fromwa8i0to 35,000watt

units. Many ofthe parts going into the generator sets were made by more than 80 subcontractors
for Onan.

Space to assemble the generator sets wasn't the only problem. Scarce equipment was needed,
and there wasn't time to wait for it to be built. In the first sevemabnths of the war, the Onan
Company bought more than 700 pieces of used equipment and machine tools and converted
them for its use. More than 200 new pieces of equipment also were purchased as they became
available.

Onan generator sets were used in litdyehundreds of different applications by the military,
including those used for lights for surgeons in field hospitals, 4@yXnachines, for mobile
telephones and radio communication, for mess halls, weather bureaus and to operate electrical
equipmenton large guns, radar equipment and PT boats. More than half of all the portable
electric plants used by the allied forces during World War Il were produced by Onan.

Onan quickly established a reputation with the military as a resourceful and imaginatiyzaay,
gualities the government badly needed as it raced from one crisis to another. In the early days of
the war, military officials promised D. W. Onan he would not have to worry about getting critical
supplies, the necessary plants, manpower or finagcbecause war production took top priority

and the U.S. government would see that Onan had everything it needed. Unfortunately, it didn't
work out that way. Other than condemning the Caterpillar plant near the University of Minnesota
for Onan's use, th government rarely was effective in getting things accomplished in time for
Onan to meet its tight schedules. Part of the reason was the impatient attitude of the people at
Onan.While waiting for government action, they usually went ahead on their owhdid what

was necessary. This so impressed the military that they more and more tossed tough problems to
Onan, knowing that somehow they would get solved.

A good example was the assignment the Navy originally gave to Westinghouse, but the task was
solved only after Onan stepped into the picture. Early in the war, the U.S. Navy needed a way to
keep track of what the Japanese were doing on the Pacific Islands they had captured. The Navy
asked Westinghouse to make some portable, waterproof radio transrsitteat could be

dropped from destroyers into the ocean near these islands. U.S. spies on the islands would then
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pick up the radios, using small boats, smuggle them ashore and set up secret surveillance stations.
They then could report Japanese actigtien the islands to the U.S.

Westinghouse had no problem designing the lightweight aluminum radios, and it tried to build a
small electric plant to power the radios but gave up in frustration. The Navy told Westinghouse to
go to Onan for help. Jim Hoilghief engineer at Onan, recalls, "Westinghouse came to us for a
lightweight 800cycle generator set. We adapted the OTC engioa first two-cylinder opposed
engina and built it out of aluminum. But we had never even seen an@@le generator and

none was available commercially. The Navy used them on some of its aircraft, but we couldn't get
clearance to study them. | learned that a Navy plane with this type generator was at the Navy
airbase in the Twin Cities, and although | couldn't get authodmé&tiom officials there to let me
inspect it, some Navy friends smuggled him on the base and | went to the plane like | owned it,
studied the generator and left with no one the wiser. Then | went to the University and gleaned
some design information frora professional paper | found on higpeed inductosalternators.”

So, from his surreptitious visit to the airbase and the information obtained from an academic
paper, Hoiby and his men were able to design and build a dependableyg@i®generator set,

and the Westinghouse project was a success. It seemed that every time Onan solved a tough
problem for the military, it gave them reason to hand Onan even a tougher problem. Jack McFall,
manager ofExperimental Departmerdt Onan during the war, says, "Thdlitary kept us plenty

busy, all right. They wanted maximum life and minimum service. They pushed us to extend the
time that our units could run before they needed oil added or changed. Every quart of oil had to
be shipped in, so it was always in sharpply. When we'd lengthened the time our sets could

run without service from 100 hours to 200 houtisey wanted 400. When we gave them 400,

they wanted 800.

One of the big bottlenecks during the war was getting the necessary parts from suppliergpto kee
production flowing. It was especially hard to get enough magnetos and governors for the
generator sets in the early months of the wamn Hoiby remembers the Onan production
manager came storming into his office and said they just couldn't meet dglsatredules with

those items short all the time. Hoiby paced up and down for a few minutes, and then said, "All
right, we just have to build our own magnetos and governors." He called a few of his engineers
together, told them the problem and within aieweeks, Onan was manufacturing its own
magnetos and governors in the quantities needed to keep production on schedule.

Rings and cylinders also were in short supply most of the time, but it was just impossible for Onan
to manufacture every part that waseeded for assembly. Whenever possible an outside supplier
was used, even if Onan had to set one up in business. Paul Mihekeblacksmith at Winsted,
Minnesota, a small town west of the Twin Cities, came into the Onan plant one day early in the
war and said his small business had been cut off from its steel supply and there was nothing for
him to do. The people at Onan handed him a generator frame ring and asked, "Could you make
this if we supplied the steel and the machines to do it?" Millerbetadk the ring back to his

shop, worked all night, and came back the next day with one he had made. It was perfect.
Millerbernd didn't have the equipment to mass produce the rings, however, so he and D. W. Onan
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made a trip to Chicago where they found a ds®ece of equipment that would do the job.
Millerbernd also didn't have the $10,000 the machine cost, so Onan bought the machine and let
Millerbernd pay for it over the next few months as he received payment for the rings he supplied.

Finding enough marower during the war also was a major problem for the Onan company. It
was not only necessary to hire enough people to keep pace with the growing number of orders,
but hundreds of Onan workers were called to military service.

Prior to the war, allthe @ RdzOG A2y 62NJ SNR |4 hyly 6SNB YSy=:
until after the war started. She was Mrs. Harold Paukert, who replaced her husband on the Onan
assembly line when he went into the U.S. Army. His job, and then hers, was winding aenature

only her more nimble fingers did a much faster job. In fact, during the war, women were able to
increase production by 50 percent in many of the tedious assembly jobs at the plant. Eventually,
women made up about 20 percent of the work force at Oreang they since have always played

an important part in the success of the companBuf not in the production shopg.

During the 1920s and 1930s, the Onan company was constantly in financial trouble, and the war
corrected that to an extent, but the trenmelous growth didn't make the company or the Onan
family as wealthy as you might expect. D.W. Onan, who didn't, or couldn't, use the banks for
financing during the depression years, was a regular (and favored) customer during World War Il.
His backlog omilitary orders was all the collateral needed to get any loan he wanted.

But the government made certain that no business would find it easy to get overly rich out of the
war effort. Excess profit taxes by the federal government claimed nearly all garover a

modest amount, and even top executives were limited to what they could earn. President Franklin
Roosevelt ordered early in the war a flat limit of $25,000 a year in salary for any executive in the
U.S. to make certain no one would benefit too mdmom the crisis facing the country.

Extraordinarily high personal income taxes also made it difficult for an individual to keep more
than a modest amount.

In many ways, however, World War 1l was a boon to the Onan Compaaye it valuable
expertisein generator technology, it spread the Onan reputation to millions of additional people
throughout the world, it allowed the company to amass equipment and plants it could use after
the war, it opened up financial relations with banks, and it put the canypin the soundest
condition it had been in since it was founded.

But the war produced many negative results, too. D.W. Onan was forced to run a company many
times larger than he ever wanted, and even though he and his sons. Bud and Bob, and their top
managers had to work long, hard hours seven days a week, they benefited only modestly in a
financial sense. Also, there was a constant, gnawing concern on the part of the Onans that when
the war ended, and all military production was abruptly halted, theapany would face a serious
crisist one that easily could kill the business. How could Onan possibly survive with its gigantic
overhead if sales would plummet almost overnight from $50 million a year to thevare

$800,000 annual revenues?
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The Onans alseere concerned abut laying off hundreds of hardorking, loyal employees. And
would the Onans be able to find work for the more than 400 former employees who were called
into military service and were guaranteed to get their old jobs back? As Worldl\Megan to

wind down and thoughts started to turn to converting to civilian production again, the Onans
were mighty concerned about a whole new set of problems.
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CHAPTER SEVEN
POST WAR TRAUMA

While Many Americans danced in the street: when World War ===
came to an end in 1945, D.W. Onan and his sons. Bud and Bo==-
celebrated the end of the longest and costliest war in U.S. histe—.&%
with mixed emotions. They, too, were elated over the long
awaited victory by the allied forces. They as much as anyone j
wanted to see the end to the killing that had been going on _ ,,1
throughout the world for so many years, but the Onans knew t (
months ahead would be extremely tough ones for their compa s
Long before the actual end of the war, the Onans knew :

K\
conditions at their copany would be changing drastically. The{s *-

had nearly 2,500 employees working around theck, all doing
the same thing.producing generator sets for use by the militar
There had been no civilian production since early in 1942. D. W. Onan 1949

It was obvious that asoon as the war ended, military requirements for Onan products would

drop to practically zero overnight. Conversion to manufacturing items for the civilian market again
presented many problems for the Onans. They ranged from the very survival of theaephop

the tragic inevitability of laying off the majority of their workers. The Onans dreaded the prospect
of terminating as many as 2,000 of their loyal, hardrking employees as much or more than the
thought that losing millions of dollars of ordersarnight might destroy the company.

The horrendous layoff problem was seriously compounded by the promise that all of the more
than 400 Onan workers who had left during the war for military service would get their jobs back.
There really was no assuranite total manpower requirements at the Onan company would
equal the number of returning servicemen. Fortunately not all of the war veterans would be
returning at the same time, giving the Onans time to absorb them.

World War 1l ended officially on Autd, 1945, with the unconditional surrender by Japan. In the
weeks following, the Onan company had millions of dollars of cancellations from the military.
Terms of the contracts that were cancelled called for the purchase by the government of all
materiak in process in order to soften any financial hardship. Although theblual provision

was an attractive proposition, D.W. Onan decided to keep all the materials on hand so the
company could convert to civilian production as quickly as possible. It wes alecision.

Materials needed to build engines and generators were still scarce after the war, and because no
civilian generator sets were available during the war years, there was a pent up demand for the
units.

Several major retailers, notably Montgery Ward and Fairbankdorse, plus several smaller

companies contacted Onan shortly after the war ended asking for generator sets with their own
labels on them. Because Onan had the materials and the units wanted were similar to the military
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versions, tkese orders were accepted and the generator sets were delivered. Onan had done
considerable business with Montgomery Ward before the war, and in fact, it was these private
label orders that helped the Onan company survive the tough depression yearsttiSg lgack

to producing generator sets for others to sell was not a new or unpleasant experience.

The volume of orders in the months following the end of the war wasn't enough to offset the loss
of the demand by the military, but it helped Onan cushioa btow. In anticipation of a growing
civilian market, the Onans kept more employees than they needed and more plant space than
was required, but it still was necessary to lay off hundreds of workers and to abandon the
Madison plant. Onan kept the origin@byalstorHighland plant, the University plant and the
Arrowhead plant, all of which were now owned by the company. The turmoil at the Onan
company in the months following the end of the war is almost unimaginable. Hundreds of
workers were laid off eaclveek at the same time returning servicemen were coming back to

their old jobs. Most of the employees losing their jobs were prepared for it, but it still was a
highly unpleasant experience for both workers and management.

Jim Hoiby, the chief engineertine Onan Engineering Department, recalls the "pink slip Fridays"
in late 1945 and 1946. "l was laying off about 20 engineers each week," he says. Hoiby's
department, which during the war years had about 150 employees, shrank to 35 people-by mid
1946. Most other departments had similar experiences. Within a year from the end of the warr,
total employment dropped from around 2,500 to approximately 500. The payroll remained in
that area for several years.

There were bright signs in the pestar years, topas the company designed new products for the
civilian market and redeveloped many of the sales programs set up during the 1930s. The heavy
export sales that marked the pnear years were gone, however, along with the wartime military
orders. Foreign sa$, which accounted for 80 percent of Onan's total revenues in the late 1930s,
suffered primarily from the huge number of generator sets available as war surplus in all countries
involved in World War 1l. A notable exception was South America. Therenetaizely heavy

volume of orders for Onan products after the war from Brazil, Argentine and Chile, but demand
from Great Britain, Europe and the Far East was only a tiny fraction of what it had been in the
1930s.

A huge demand in domestic sales morenladfset the loss of export trade, especially
immediately after the war when the U.S. market had a voracious appetite for hard goods after
several years of a starvation diet.

In addition to resuming trade with the country's rural areas, many of which w#ievithout any
electric power, there were several new markets ©Onan to tap. A postar homes building

boom created a large demand for portable electric plants to be used by contractors putting up the
homes.

With the war over, people not only hagare time but also money to spend, and the marine
business was a big shot in the arm for Onan. Pleasure boats became popular and generator sets
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were needed for a variety of purposes on the boats, especially the larger models. Other
recreational marketslao opened and grew.

Power for staneby purposes also figured prominently for Onan after the war. A federal
requirement that all new hospital buildings have standby power units boosted sales for Onan, as
well as the growing trend by other commercial andustrial buildings to have emergency stand

by generator sets in the event utility power went out.

Onan management, realizing the rapidly changing times presented an unusual challenge to come
up with new products for different markets, or to stagnate dad to grow, made a Herculean

effort to diversify. The company had been making its own engines to drive the generators, but no
effort had been made to get into the engine business itself until late in 1946 when a decision was
made to market its highly sgessful akcooled engines for purposes other than being on one end

of a generator set.

The small gasoline engines were offered, and readily accef@iés went toriginal equipment
manufacturers to power truck refrigeration units, rotary tillers, pwsngractors, small delivery
vehicles, aircraft energizers, conveyor systems and in many other applications. The decision
proved to be a wise move. During 1946 Onan produced a total of 60,000 units, almost all of them
generator sets, but in the followingegr the volume dropped to 41,000 units and 15,000 of those
were engines for nogenerator use. The falloff in business would have been disastrous if it

hadn't been for engine production.

It was in 1947 also that Onan decided to produce a small dieselesngrimarily for continuous
running, heavy duty generator set applications. And the Onans correctly felt there would be a big
demand for a diesgbowered generator set aboard boafBhe safety feature was a major selling
point and assured the successtbé new product. The Onan diesel engine opened an entire new
field that was to play a vital role in the firm's future.

The postwar years meant that once again Onan had to beat the bushes for business, no longer
being able to rely on orders flowing irofn the government. The company beefed up its

advertising and public relations departments, not so much in manpower as in a greatly increased
budget. Small ads for Onan products appeared in more than 100 different publications during the
mid and late 194Qsalong with an ambitious direct mail program. And for the first time, Onan was
stressing product publicity, generating articles about the firm's products for use in the various
trade publications. Literature was designed for each of the various prodnctsvhen inquiries

came in, the pertinent information was quickly dispatched to the interested parties.

Sales couldn't keep all of the company's facilities busy, however, and in 1948 it was decided to
close the Arrowhead plant. When a cftganced areaehabilitation program displaced the
Royalston plant in 1950, all operations were moved to the University plant. The Arrowhead plant
later was reactivated for a short time when military orders spurted again during the Korean War.
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One of the first major ecisions following the war was to change the legal structure of the
company. Originally founded as a sole proprietorship by D.W. Onan, the firm became a
partnership in 1928 after Bud Onan joined the company. In 1946, the Onans decided there were
severaladvantages to becoming a corporation, and in that year it became D.W. Onan & Sons, Inc.
D.W. Onan was elected chairman of the board. Bud Onan became president and Bob Onan was
elected vice president and treasurer.

Onan was acquired by Studebaker Corpmmrain October, 1960, following which it was first called
the Engine Generator Division of Studebaker, and then the Onan Division. In 1968, the company
became the Onan Corporation, A Whelyvned Subsidiary of Studebakeéforthington, Inc. In

March of 192, 20% of Onan's common stock was offered toghblic, and the stock was listed

on the American Stock Exchange. In December, 1975, Hawker Siddeley Group Public Limited
Company, which also purchased some additional Onan stock, made a tender offer poibtioty

held Onan shares, after which Studebakorthington owned 63% of Onan's stock and Hawker
Siddeley owned the remaining 37%. In 1979, Studeb®kanthington was acquired by McGraw
Edison Company, as a result of which McGEalisson owns 63% of Omavith the remaining 37%

held by Hawker Siddeley.

Although changes at Onan during World War Il and in the-pastperiod were drastic, one thing

remained constant during all those yearthe treatment of employees as members of the large
Onan family, a gatment dictated from the very beginning of the company by D.W. Onan.
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CHAPTER EIGHT
A BIG, HAPPY, FAMILY

Probably the most distinctive thing about the Onan Company, going all the way back to the
founding carried through to the present, is the unusuabtment of the workers and the
resulting loyalty and high moraie even in the toughest times.

Both D.W. Onan and his son, Bud, who succeeded him as chief executive officer, were firm in
their belief that fair and compassionate treatment of their workevould have a high priority at

all times, and this philosophy was so ingrained and successful that it has been carried on even
after the Onans left the scene.

D.W. Onan felt strongly that workers should be paid well for their labors, but, in additen, if
company was profitable it should share those profits with the people who made it possible.

That's a popular conception today, but back in the 1920s and 1930s it was an unusual attitude on
the part of management.

D.W. Onan was a pioneer in the countegarding profit sharing. Informally he shared his profits
with his workers in several ways from the very beginning, and in 1952 he instituted a generous
Profit Sharing Plan that continues in modified form to the present.

Profit sharing was only one of maways the Onans showed their appreciation to workers. The
liberal benefits over the years have made the Onan Company a model for others to follow.

The Onans were certain that by treating employees generously, the workers, in turn, would more
than makeup for it with high productivity, low absenteeism, high morale, low turnover, and
generally be the big, happy family the Onans sincerely desired. That is exactly what has happened.
There are literally hundreds of examples of how this policy has succeddgiical of remarks is

one made recently by Ruben Solee, who started with Onan back in 1951. He said he had been
offered another job and promptly turned it down. "I told them no. | love Onan as much as | love
my wife. It's the people hereyou don't dten find people like these. | used to work in the

electric lab, and | remember how D.W. Onan would come around on Saturdays to say hello. He'd
say, 'Come down and visit my place in Florida." | worked with Jim Hoiby, Tom Valenty, Bud

Onar all extraordirary people.”

Further evidence that Onan workers regard the company as much more than just a factory in
which to put in their hours can be found in the way they have regarded union over the years.
There have been. several attempts by unions to represe@tnQvorkers, but all, with one

unusual exception, have failed. At the Twin Cities plants there have been union elections in 1950,
1960, and in 1979 and all were soundly defeated.

In the 1950 attempt by the CIO to organize the workers, the plant worlegested
representation by the CIO by a wide margin, but the tool and die workers elected to be
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represented by the International Association of Machinists. The Tool and Die department, which
numbers about 18 employees, has been represented by the IAMsavet. In 1960 it was the

United Auto Workers that tried to organize the Onan factory workers; union representation was
again turned down. In 1979, an election seeking representation by the 1AM resulted in a rejection
by factory employees. There also hdeen three attempts to organize workers at Onan's plant at
Huntsville, Alabama with the first two votes ending in a defeat for union representation and the
results of the third election were contested by the company.

The majority of Onan workers obviousigive felt there was no need for third party

representation. And even if there were no impact on other working conditions, third party
representation easily could change the friendly relationship between employees and
management that has been built up dog the past 60 years. The rejection of union

representation by the Onan work force probably would never have happened if it wasn't for D.W.
Onan'’s original philosophy that each employee must be treated as an individual and that mutual
good faith and sham success is a very essential part of a solid business operation.

In the early years D.W. Onan did his sharing in a very informal way. His original idea of profit
sharing was a healthy bonus at the end of the year for each of his small crew and aténe or
dollar bill for a worker on his or her birthday. Onan's idea of medical coverage was to pay a
worker's hospital bill plus wages while away from the job from company funds. His idea of
company social activities was a spontaneous party to celebratg artler or a significant
personal event in the life of a worker.

As the company grew, D.W. Onan realized he would have to formalize his system of benefits, and
he was able to do so without reducing them. On the contrary, as the company became larger it
also became more profitable and the benefits became even more liberal.

During World War Il, when profits were plentiful, D.W. Onan not only shared with his employees,
but he set aside a generous amount each month for all workers who had been called litaoymi
service. Other companies around the country copied his idea until the U. S. government stepped
in and outlawed any similar plans in the future, The Onan plan, however, was exempted because
it had been started early in the war. When the war end@dan workers who served in the

military all received a healthy bonus of several hundred dollars, based on the length of time spent
in the military. Most similar plans paid the person only if he or she returned to work, while the
Onan plan paid each pemsaegardless of whether or not they returned to Onan.

The Profit Sharing Trust set up by D.W. Onan in 1952 was one of the nation’s first and most
generous programs. All employees became eligible after two years, and not a cent of employee
money was invived. The entire program was funded by company profits. The plan, funded with
pre-tax dollars, provided for up to 15 percent of each person's annual wages, payable upon
retirement, or in certain cases, after 10 years of service.

The program, now calletthe Onan Profit Sharing Plan has been modified several times since it
was started. Another benefit program includes a thrift incentive feature where workers can add
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to their savings with their own contributions. For each dollar contributed in a givenbyean
employee to his or her own fund, the company matches that with a contribution of at least 25
cents, with up to an additional $1.00 matched company contribution depending on sales growth
and profitability.

The company has all of the traditional elopee benefit programs, including medical, surgical and
hospitalization insurance, life insurance, disability insurance, paid holidays and up to five weeks
vacation.

Back in the days when the company was smaller, Onan had a traditional Christmas plarty eac
year that evolved into a comparwide Christmas breakfast each December. All employees were
invited to breakfast, which was featured by the announcement of how much was being
contributed to the Profit Sharing Trust. The unusual part of the breakfasthefrank

assessment of how the company performed financially during the year. D.W. Onan, and later his
son, Bud, told all employees what the company did in sales and profits, and why. For a privately
held company, this frankness was highly unusualtherte’'s no question it helped boost

employee morale.

All the Onan sharing with employees had had dramatic results with its relationship with workers.
For years the absenteeism rate was tfrds below the average for similar businesses in this
area. Ad annual employee turnover traditionally has been less than five percent. Today with
about 2,500 employees worldwide, the average length of service for all Onan employees is eight
and onehalf years. About 15 percent of U.S. employees have been with fonab years or

more and there are about50 workers with more than 25 years service.

Onan workers are also unusually active in events of their own choosing. There are leagues for
bowling, softball, golf, tennis, trap shooting, archery, volley ball@hér sports, and a retirees
club.

It would be inaccurate to say managemearhployee relations today at Onan are the same as

they were years ago when D.W. Onan knew the first and last name of each and every employee.
Things have changed, but every attenmas been made to continue the philosophy of sharing

with employees.

Bud Onan, who took over as chief executive officer following the retirement of his father, was
keenly aware that it was his job to prepare employees for the change from a small, dlogely
company to a large, necessarily more impersonal, operation. His concern about this change came
through in a letter he wrote to all employees on May 25, 1955.

The letter started: "A few years ago, it was an easy matter to make sure everyone akiavan

what was going orand why. Now, because of the problems of size and complex operation, it's
not so easy. It's impossible to personally discuss plans and changes with each of you. The next
best thing is a personal letter like this one, from meytm."”

43



His letter contained details about changes in the company, including plans for new products and
the announcement that for the first time Onan had named fiamily members to be officers of

the company. He revealed that the four heads of major dimisiat Onan had been elected

officers of the corporation. They were Hi Hascall, vice president, sales; Jim Hoiby, vice president,
engineering; Jerry Olson, vice president, manufacturing; and Jack Shea, vice president,
administration.

Bud Onan felt thislange was a milestone for the company, a leap from a famityorganization

to a more conventional corporation, and it worried him. He included a chart showing the
company's new table of organization, but Bud Onan wasn't comfortable with the chart viilled
boxes and lines. He said in his letter, "l would like to stress one thing about organization charts.
No chart drawn on paper can completely and fairly picture an organization. People do not easily
fit into blocks on a piece of paper.

Organizationgire people, and just as people and circumstances change, so do organizaiwhs

the charts that reflect them. A chart is not a means of fitting people into arbitrary niches. It is not
a limitation on initiative. It really works the other way. An orgation chart is useful only in

helping to define each of our current responsibilities, the authority we may exercise, and to whom
we are accountable for our activities. We all like to know where we're at."

Bud Onan concluded his message by saying, "Weaat a stuffy group around here. We have no
intention of being so. Dad always believed in an 'open door' policy. So do Bob and I. We cherish
and want the friendly and informal interchange of ideas that has helped to build this company.

We want the knd of organization where each of us has the chance for individual expression, and
individual opportunity. The fact that several of you are now officers of this corporation certainly
proves that opportunity exists, and will continue to exist."

44



CHAPTERINE
ONAN'S PHYSICAL FACILITIES

Nothing demonstrates the dramatic growth of®
the Onan company more than the startling
changes in its physical plants during the past

60 years. From D. W. Onan's basement to a|
converted garage to a converted barn to a
conveted house toa sprawling hodg@odge
of less- than-efficient industrial buildings used=
during World War Il, Onan's operations are
finally located in a series of strateglcally

nearly a half century of occumg plants that
originally were built for other purposes and

of the company's facilities today were
specifically designed for its operations.

Onan currently occupies more than a dozen buildings in the TwissCHuntsville, Alabama, and

San Diego, California, with total floor space of 1,563,600 square feet. The company also has
leased field offices in Ft. Lauderdale, Florida; London, England; Dubai, United Arab Emirates; and
Singapore.

Onan's largest fadiyi is in Fridley, a northern suburb of Minneapolis. In the mid 1960s, after more
than 20 years in its University Avenue plant in Minneapolis, Onan management decided a new,
modern facility was needed to keep up with anticipated growth. A-ddre site irFridley was
purchased in 1967. Constructed on the site at Central Avenue and 73rd Avenue Northeast, were a
manufacturing plant of 473,600 square feet, a thigery office building of 85,000 square feet

and an engineering building of 66,000 square fedte flew headquarters plant was fully

occupied in 1969.

By then the Onan company was one of the world's largest manufacturers of electric generator
sets, having produced more than a million units since its founding, and it was operating out of the
most effcient generator set facility in the world.

Only slightly smaller than the Fridley facility is Onans ' s manufacturing plant at Huntsville,
constructed in 1974. Located on 90 acres of land adjacent to the Hurghatleson County
Airport, the $20 milliorinstallation was primarily designed originally to manufacture generator
sets for recreational vehicles. Since then Onan has turned the facility into an engine plant by
investing another $100 million in equipment and increased warehouse space for thegbimu

of Onan's L Series family of diesel engines.

45



Onan's third manufacturing facility is in San Diego, operated by a subsidiary, Elgar Corporation,
acquired in 1979. Elgar, which occupies five buildings in the Kearney Mesa area in San Diego,
produces & power conditioning equipment and uninterruptible power systems. Most of Elgar's
products are designed to correct power variations, voltage drops, line noises and other problems
that can plague sensitive electronic equipment. Elgar manufactures hiighiasotransformers to
eliminate common power problems, precision AC line conditioners for laboratory and
instrumentation applications, and power regulators for computer and high technology loads. Its
uninterruptible power systems protect against the eaffe of brownouts and blackouts on

sensitive electronic gear such as computers and process controllers, and, when installed in
conjunction with emergency standby power generator sets, provide power during the interim
period between when a power outage ocsuand when the standby generator set (s) starts and
reaches operating RPM and frequency.

Other buildings owned or leased by Onan in Minneapolis and Huntsville provide various support
functions for the company's manufacturing and marketing operations. #gribese are the

James C. Hoiby Technical Center, located on the Onan site in Fridley, and the Central Parts
Distribution Center in Brooklyn Park, a Minneapolis suburb not far from Fridley.

The James C. Hoiby Technical Center, dedicated in June, 197t@ratdicted and equipped at a
cost of $6 million, is Onan's research and development facility. The 30,000 $qagrevo-story
building houses materials research laboratories, electrical and electronic labs, and computerized
engine development test dsl More than two dozen engineers and technicians staff the Hoiby
Technical Center. James C. Hoiby retired in 1977 aftery@d3career with Onan, during which

he was honored for the many engineering contributions he made to the company and its
products.

At the Central Parts Distribution Center, Onan, in 1981, consolidated all the functions relating to
parts and service in one buildinglore than 25,000 different items are controlled and handled at

the 115,000 squaréoot Center with the help of a modermomputer system. The Center receives
more than 150 orders for parts daily from 215 Onan distributor and dealer accounts in the U.S.

and overseas. Also housed in this leased facility is Onan's Service Training School, which provides
training in formal carses on all aspects of servicing and maintaining all of Onan's products for
distributors, dealers, customers and Onan employees. Onan also has two warehouses in
Minneapolis, one that is 90,000 square feet and the other 42,000 square feet. It also a9a 5
squarefoot warehouse in Huntsville.

Although all of Onan ' s products are now manufactured in the U. S., a few years back Onan had
manufacturing facilities in Brazil and Canada. However, manufacturing operations in these
countries proved financibl disappointing, and both plants have been sold.

The Brazil operation involved Onan's first experience in acquiring another company. In 1972 Onan
purchased a Sao Paulo firm called Montgorm@iya, Maquinas e Motores S/A, Brazil's leading
producer of smH gasoline engines. It was doing about $5 million in sales annually at the time

Onan acquired it. The product line was expanded to include gasoline engines, diesel engines,
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alternate fuel engines, and a variety of small generator sets and pumps. Apsafialvas made
by OnanMontgomery in the first two years after the acquisition, but losses were experienced
from then on, and the company was sold in 1980.

Tom Valenty, president and chief executive officer during the years Onan owned the Brazilian
company, said, "Shortly after the acquisition, we were soon to became intimately aware of the
problems of doing business in a country with an inflation rate that reached 50 percent annually,
coupled with the impacts of government controls on prices, wages, fitsnanports, duties,
deposits, etc.”

Onan started its manufacturing in Canada in 1964 at Guelph, Ontario. It already had a healthy
volume of sales in Canada, and the Guelph operation was started with the objective of serving
Canadian distributors betteand to satisfy the "Buy Canadian” trend that was growing in that
country. Sales did increase during the first three years of @wrada's operations and a new
manufacturing facility was constructed in 1967. Even though the product line was expaneesd, sal
did not meet the company's projections following completion of the new plant and in April, 1970,
the plant was closed and later sold. Onan currently supplies its Canadian market with products
manufactured in the U.S.

Onan's employment during the lat©70s and early 1980s at its three locations has ranged
between 2,500 and 3,000, with the bulk of the workerabout 1,80@ in the Minneapolis

locations. Employment at Huntsville is about 500, but that number could increase to over 1,000
as Onan's L diebengine business reaches maturity. There are about 350 employees at the Elgar
facilities in San Diego.

Elgar was acquired to complement Onan's generator set line with power conditioning and
uninterruptible power products, While the performance of tHgd&t subsidiary has been only
moderately successful since the 1979 acquisition, a reorganization and plant updating were in
process during 198411983 and a strong contribution to Onan profits is anticipated from Elgar in
the future. Elgar is hampered Iwaving facilities spread out in five separate buildings, and a
consolidation of facilities would be desirable.

Unexpected economic developments shortly after construction started at Huntsville very nearly
killed that project before it was completed. Qrigl plans called for production of aluminum
gasolinepowered engines and the generator sets powered by those engines at Huntsville. The
generator sets were in high demand by the motor home market, an industry that had been
growing spectacularly during ¢hlate 1960s and early 1970s. There also was a heavy demand for
engines for garden tractors. Both the motor home and garden tractor business mushroomed after
the new plant at Fridley was constructed, and it soon became obvious Onan couldn't meet all the
new demand with production facilities in the Twin Cities.

About six months into the construction of the Huntsville plant, however, the Arabs imposed their
oil embargo in October 1973, resulting in soaring gasoline prices, and the motor home market
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practicdly collapsed overnight. The severe 1974 recession soon followed, and garden tractor
demand also fell off sharply.

Tom Valenty said he seriously considered stopping the Huntsville project, but cancellation charges
would have cost Onan about $11 milliow, the construction continued. As the economy

recovered beginning in 1976, sales of motor home generator sets and garden tractor engines
improved dramatically, providing a good demand for Onan products manufactured at Huntsville.

Then the development byr@n of its diesel engine program occurred a few years after the
Huntsville plant was completed, and L series engine operations now dominate production in the
ultra-modern Alabama plant.

The new plant easily could have been constructed in the Twin @ise=ad of Huntsville, had it

not been for a very unfavorable business climate in Minnesota. The Fridley complex had been
designed to allow for future expansion, and it originally was planned to enlarge that facility when
sales volume would require addihal manufacturing space. There was ample land available at
Fridley and many other factors in favor of expansion there, but Minnesota, under its then new
governor, Wendell Anderson, had just decided to shift the state's tax burden from home owners
to business. Corporate income taxes, personal income taxes and the sales tax were boosted so
real estate taxes could be cut and state spending could be increased.

At about the time Onan was deciding where to construct a new plant, its tax liability in Minnesota
rose by almost 50 percent. And while Minnesota was increasing Onan's tax liability, officials at
Huntsville came up with several ideas to make a move there exceptionally attractive from an
economic standpoint. The decision to build in Alabama insteadimi®é4ota saved Onan about

$3 million immediately, and an amount substantially exceeding that with the planned expansion
into diesel engines.

TomValenty didn't allow the situation to escape the notice of Minnesota's new governor, in a

letter to Gov. Andeson, Valenty stated, "The proposal to meet the rising cost of operating the
ailraS 320SNYYSyYyild o0& Yl aargsS AyONBlasSa Ay Gl ES3
The state derives its income form business and individuals. The indivatkrale their income

from the businesses, whether it be manufacturing, farming, banking, or services. The critical item

in this chain is business. Without business there are notdamsincomecy 2 (I E Y2y Seé o¢
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CHAPTER TEN
SALE OF THE COMPANY

One of the most unusual aspects in the history of the Onan Company is the fact that never once in
the 60plus years it has been in existence has it ever failed to produce an annual jpréget

matched by very few U.S. businesses. Sometimes the profit was eftalljt was less than had

been projected, but there never was a losing year.

That doesn't mean, of course, the company was without its normal share of problems. In each
decade it seems that a crisis of one type or another was constantly threatenivgethbeing of

Onan, especially during the firm's first 40 years. In the 1920s it was the serious lack of capital. In
the 1930s it was the overwhelming Great Depression. In the 1940s it was the traumatic shift;
from hectic war production to a civilian meet that had been nonexistent for four years. These
problems all have been explored in previous chapters.

The 1950s presented a totally new problem, never present in the previous 30 years. The Onan
Company began to stagnate. It was an insidious sdaoadifficult to diagnose, but all the signs of
stagnation were there. Sales were sluggish and declining, there was not the usual parade of new
products, costs were rising and profit margins falling, there was a lack cfémgg planning,

budgets weredx and were not being met, and management was beginning to geti¢apy.

D. W. Onan, his sons, Bud and Bob, and other members of management were well aware of the
problems and were working hard to correct them, but in retrospect it is clear that thinathad
marked the company during its first 30 years was missing. As the 1950s began, D. W. Onan was
approaching his 64th birthday and, after a lifetime of battling the-ttagay business problems,

he was running out of steam. As president. Bud Onanmaisng many of the top management
decisions, but he, too, was beginning to tire after those hecticqa@styears that had threatened

the very survival of the company. The company had only 440 workers as 1949 came to a close,
compared to 2,500 only fourears earlier, but at least the hectic transition to civilian production
had been completed and it was again businassormal.

Then in the summer of 1950 the Korean War started and orders from the U.S. military again
began to flow into the Onan plant.uBiness picked up, the Arrowhead plant was reactivated and
workers were added, but the boom was shtivted. Annual sales hit a peak of $17.4 million in

1952 and employment topped the 800 mark. For the rest of the decade, however, sales declined,
going b $15.3 million in 1953 and hitting a low of $11 million in 1958.

By now Bud Onan was in full charge of the company. D. W. Onan had suffered a stroke in 1954,
and although he partially recovered, he never again was fully active in running the company. D
W. Onan died in 1958. There were many factors, including the death of the founder, contributing
to the stagnation of the company during the 1950s, but none was more important than the simple
fact the Onan family no longer was willing to gamble everytitiogvned to help the business
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grow. It was much easier in the beginning. There wasn't much at stake, and gambling everything
seemed the natural thing to do.

In the 1950s, however, the Onan family, through years of hard work and sacrifice, was relativel
well off and financially secure. It just didn't make sense to pour all they had earned over the years
back into the company and take a chance of losing everything. Without large amounts of new
capital, however, the Onan Company couldn't possibly aehile® growth of which it was

potentially capable. By the end of the 1950s, the Onan Company was ready for a badly needed
blood transfusion.

The Onan family wasn't actively seeking a buyer for the company, but when officials of
StudebakeiPackard Corporain approached them with an offer in 1960, there was immediate
interest. StudebakePackard, formed by the merger of the two companies in 1954, was based in
South Bend, Indiana, and it, like Onan, was having probterasly of a different type.
StudebakeiPackard was fighting for its life in the automobile business with all signs pointing to
the fact it was losing the battle. Corporate strategy had dictated that Studed&ekard had

better get into other product lines, and it was sitting on more tha®@@nillion in tax credits that
could immensely help in a program of acquisitions for the purpose of diversifying.

StudebakeiPackard offered to buy total ownership of the company from the Onan family,
provided Bud Onan stay on as chief executive offidére Onans accepted the offer, and in
October, 1960, the company became a division of StudebBkekard.

There was a multitude of reasons why the Onans were willing to sell the company. The price was
considered fair. The new owners could invest theitedphat was badly needed to keep Onan
growing. There was an immediate need for a million dollars to tool up for the new J Series
engines that Onan had on the drawing boards, and anotherrhiliion to add an engineering

building to the University Avermuplant.

Then there was the sizable tax liability owed to the federal government by the late D. W. Onan's
estate.

There were personal reasons too. Bud Onan's wife was anxious that he slow down his pace and
lessen his concern about the future of the coamy; Bob Onan was in ill health and anxious to
leave the company.

[ Ed. Note: Selling the company was a pretty scary thing for Bud to do. One thing that helped him

get comfortable with the decision was a growing personal relationship with Harold Churchill

President of Studebakd?ackard. As the negotiations went on, there became a strong bond. Like
RIFRX &/ KdzZNOK¢ gl a | 3IS0G e2dzNJ KFyR&a RANIex Gl 18
same language. Church had come from Engineering to be Presideémaunch the Lark car, which

was the first money maker for Studebaker in many years. | was with dad in South Bend when

Churchill made the offer to buy Onan. Dad said to me as we went back down the office elevator
together that Churchill was the kind pérson he could work with. He said he would accept the
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offer. After Churchill retired, he and dad kept a running personal correspondence. He enjoyed
hearing from Churchill on the progress he was having rebuilding a school bus, with his own hands,
to take his wife and two newly adopted children on a tour of the American West. Church was a
rock hound and sent dad bolo ties and cuff links he had made after th4 trip.

\

Harald C |'|ri'_l rehill and Bud ORaRss

The sale of the Onan Company to StudebdRackard came as a shock to the company's
employees. Following the shock came deep concern that the inevitable changes would mean it no
longer would be the pleasant place to work that it had been.

Bud Onan's letter to all employees immediately after the sale tried to reassure the workers that
the changes would be good for the company and for them, and that he would still be around for a
long time. But the employees were still apprehensive.

Jack Shea, executive vipeesident and a longime employee at Onan, did much to help alleviate
the concerns bthe workers with a letter addressed to "all Onan associates," on December 14,
1960. Shea said, "I've been asked the same blunt, personal question a good many times. It
deserves a direct answer. The question has been asked by both shop and office peopt®us
ways, but here's what it boils down to. 'Jack, you've been close to this whole thing. How do you
really feel personally? Do you believe that we can keep everything we have, or will Studebaker
Packard move in and take over, with new managetr@emd new policies? '

"l can answer that question without qualification. Yes, | do believe that we can continue to have
everything that we have nowand more! We can keep our philosophy, our programs, our

benefits, and our profit sharing. We can haezurity, opportunity, and a rewarding future. | do

not believe that anyone is going to move in and take over, with new management or new policies.
| have some very practical reasons for my confidence.

"Of course, we all expect to stand up and be countéée're responsible for our results here. No
matter who the stockholders are, whether it's a single family or thousands of people, we have to
keep this business healthy and profitable to justify our work. That's true under any
circumstances. Only we cgnarantee our future, but we have everything we've ever had with
which to do it, and more.
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"Make no mistake. I, too, was uneasy when the change was first announced. | have a big
personal stake in what happens. In a few weeks, I'll have 19 years mati Qt's most of my

working life. If there really was a threat to this way of business life, I'd be disturbed as well as any
of you.

"l think all of us react to change in much the same way. We first react emotionally, and then we
apply reason to thedcts. I've been through both stages. I've had a chance to calmly look at
what's happened, why it's happened, and what it means to us.

"First of all, let's look at what's actually happened. All that really happened was that the owners
of the stock changd from a few people to many people. The physical character of the capital
assets of this business is exactly the same. In other words, we have the same building,
equipment and tools that we had before.

"Our most important asset remains the same. Ppeeple who built this business, each and every
one of you, are still here to pool abilities, skill and experience toward a common and mutually
profitable goal. So, we're the same people, working with the same facilities as we always have.

"StudebakesPadkard's approach was one of practical business logic. They're rapidly diversifying,
and they have the money to do it. They bought five companies in the last 16 months, and they're
going to buy more. They're spreading their risks for the protection, dtichately, the profit of

their stockholders. Their program will only work if they acquire well managed, profitable, sound,
growing, businesses that can produce a profit for the total corporation, and that can do it on their
own, with their own plans andrpgrams, not necessarily in conformance with each other.”

Shea's reassuring letter helped calm an unsettled situation, and workers quickly adapted to the
change of ownership.

Tom Valenty, who later was to become president of the company, remembers Wegesome
dramatic changes after the sate all for the better. He says, "We were now forced to plan, to
prepare realistic annual budgets, to set new order and shipment targets, to come forth with a
new product development program, a planned replacemenldfmachine tools, and much
more.

"StudebakefPackard did not force any change in management personnel. What did happen,
though, was that our approach to management now included risk taking. Under this approach we
undertook a large military generator séevelopment program, which led to many others in the
ensuing years. These contracts provided cash flow for the new machine tools, new products, and
market development.”

These changes gave Onan the blood transfusion it needed. The business grewSronitlia in
sales in 1960 to $44 million by 1968.
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StudebakeiPackard proved to be good for Onan, and, just as important, Onan proved to be good
for StudebakePackard. In 1966, for instance, Onan contributed 22 percent of total Studebaker
Packard saledut it also contributed a hefty 55 percent of the parent company's net profit for the
year. In 1967, partly because of Onan's strong performance, StudePalo&iard was able to bring
about a merger with Worthington Corporation, a Harrison, New Jersey faaturer of

compressors, electric power generating equipment and diesel locomotives.

Onan's new parent was now known as Studebaknrthington, Inc.

In 1968, Bud Onan, who was then 58 years old, decided to retire after 42 years with the company.
Beforemaking his decision public, Onan asked W. Glenn Gordon, who was groygresaent:

for StudebakeiWorthington and responsible for the Onan Division, if he would be willing to
become chief executive officer of Onan.

Gordon, who at the time was consideg being transferred from South Bend, Indiana to Harrison,
New Jersey, where the new Studebak®orthington headquarters was to be located, was
agreeable. So was Gordon's boss, Deraid H. Ruttenberg, chairman and chief executive officer of
StudebakeiWorthington. So, after a 48ear history, Onan was being run for the first time by
someone other than an Onan family member.

Gordon introduced several changes to Onan in his years as chief executive, including improving
the management team, sharpening the gsasargin concept, which went from 22 percent to 36
percent in just a few years, and he started a vastly improved-tange planning program.

Gordon also supported the planning of the Onan facility at Huntsville, Alabama.

In 1972, Gordon was moved acrdew/n by StudebakeWorthington to become chief executive
of another division, Turbodyne, a Minneapolis manufacturer of steam and gas turbines and
turbine-powered generators. Tom Valenty, who had become president in 1970, succeeded
Gordon as chief execwe officer.

It also was in 1972 that a decision was made to sell 20 percent of Onan to public shareholders
with StudebakeiWorthington retaining the other 80 percent. The 600,000 shares of stock were
sold in March, 1972 for $19 a share and the stock hgted on the American Stock Exchange.
Within a few months the stock price had soared to $44.50 a share, and it looked as though
another smart move had been made. Deraid Ruttenberg, the parent company's chief executive
officer, had made the decision take Onan public, and it wasn't his first success along those
lines. He earlier had sold some stock of another division, STP Corporation to the public at $25 a
share and it quickly went to more than $50.

But the stock market is a fickle place, and befd®&3 had ended, investors had gone sour on the
market and prices plummeted. Onan shares dropped from the $44.50 a share peak to a low of
just under $9. In 1975, it was decided to take Onan private again. The 20 percent that was owned
by the public, plugnother 17 percent from Studebak&vorthington, was sold to Hawker
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Siddeley, a Londebased company with interests that include diesel engines and generator sets,
among many other activities and product lines.

Hawker Siddeley had just sold its DeHavillAwdhtion division to the Canadian government for
$39 million, and it wanted to invest that money in another North American company. Onan
looked like a perfect fit. It offered $37.5 million for 50 percent of Onan, and the deal was
tentatively agreed upon Two days before the papers were to be signed, Studebalathington
called off the deal. Later, Hawker Siddeley agreed to settle for 37 percent ownership, and that
proposal was accepted. Hawker Siddeley still owns 37 percent of Onan, but Studebaker
Worthington is no longer the parent company. In October, 1979 the McGraw Edison Company,
headquartered in Rolling Meadows, lllinois, acquired Studeb®kerthington, and it now is the
owner of 63 percent of Onan.

®w 9R® b2GSY L R 2hé Sdry, but-ay dimatie? of dafficatidn Kdblay e 2 T
company is wholly owned by Cummins Engine Compa@gtober 2012
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CHAPTER ELEVEN
MARKETING STRATEGY

For more than a half century, it has been the people at Onan who made the company a success,
but it was sound and innovative marketing that gave those people the strategy they needed.

Of all the thousands of difficult marketing decisions made over the years by Onan executives, the
one that finally evolved in 1947 undoubtedly was the key to the comiggmgsent success as a
world leader in power generation equipment.

That was the year D.W. Onan and his sons. Bud and Bob, decided that manufacturing generator
sets for retailers, such as Montgomery Ward, to be sold under the retailers’ brand names, would
hamper Onan's future growth. Although the company's priviateel business was growing and

was profitable, there was discomfort over Onan's destiny being subject, to such a great extent, to
the willingness of the mass merchandisers to promote Onan praduct

Prior to World War Il it was the additional sales of Onan products by Montgomery Ward that, in a
large part, were responsible for the company's surviving, so there was a certain amount of loyalty
to this class of customers as well as apprehension theeprospect of doing without them.

Several other mass merchandisers had joined Montgoréayd as important Onan customers,
including FairbankMorse, Wind Charger, Winco and others. There were two main disadvantages
of relying on privatdabel busineshowever.

(1) Onan's growth could be seriously hurt at any timerelyby one or more of these retailers'
deciding to drop Onan as a supplier.

(2) None of the mass merchandisers offered the type of service to buyers of generator equipment
that Onan feltwas essential to keep customers satisfied.

In addition to the privatdabel business, Onan had, since the founding of the company back in the
1920s, relied heavily on direct selling through small magazine ads and promotional mailings.

The decision madm 1947 was to set up Onan's own domestic and international distributor
network and gradually to eliminate marketing through private labels and direct selling. It was a
crucial move and the timing was critical. In retrospect, the decision was a wisendribetiming
was perfect, although it took several years to fully implement it.

Since the 1947 decision, Onan's marketing strategy has undergone substantial changes at times
and is constantly being firined, but it remains basically the sale of Onaodrcts to the end

user through a comprehensive network of distributors and dealers. Today there are Onan
distributors in every state in the U.S., who, in turn, have more than 2,000 dealers across the
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nation. In addition, Onan's International Division laggproximately 100 distributors worldwide in
about 75 foreign countries.

Onan also sells products directly to original equipment manufacturers, to the U.S. government
and the company has even-emtered theprivate label business in areas it felt it couidt reach
through the Onan distributedealer network.

The overwhelming success of the distributigaler strategy can be attributed to the extreme

care Onan has taken over the years in screening and selecting the distributors in this network.
And the néwork is more than a sales organization. It also provides Onan customers around the
world with parts, service and application engineering. Onan always has had a pledge to service its
products, no matter how or where they are sold or used.

At the companigs Service Training Center in the Twin Cities, a special training staff is continually
instructing field service people on how to repair and maintain Onan products. Onan frequently
brings its distributors, dealers and other customers to the Service Mgalenter for seminars on
proper servicing technique. Onan's international staff, in addition, conducts training schools in
foreign countries.

The international market for Onan products has been growing gradually since the end of World
War Il and todayepresents a very significant portion of Onan's total business. Foreign sales have
had some wild ups and downs during Onan's first 50 years. Since 1971, however, overseas growth
has been carefully planned and pursued, and the wide fluctuations are mugtdgaent than in

earlier times.

Prior to World War II, 80 percent of Onan's total sales came from foreign countries, but in the
years immediately after the war, this part of the company's business was insignificant. During the
1950s and 1960s there was attempt to increase overseas sales, but proper attention to this
potential market was never achieved.

In early 1972, Onan decided to split international sales away from domestic sales where it had
been treated as a stephild. International has sin@chieved division status within Onan, and it
now has all of the functions of a freganding business unit except manufacturing.

Tom Valenty, the chief executive officer at Onan during most of the 1970s when international
marketing came into its own, say'We made a lot of mistakes in the early to the bl 0s as we
tried to increase our international sales volume. We recognized the need for sales offices closer
to the foreign marketplace. We moved every single trading company office location abezst
since first implementing them. We changed trading company managers, several times in some
locations, before we found the right combination of qualities and capabilities. We redesigned our
products to meet foreign standards and we provided literatur several languages. All this effort
has been costly, but now we have our act together. It works."
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In 1972 Onan's export sales were well under $10 million a year. Valenty gave the newly formed
international group a goal of $50 million annually iresal The goal was reached and exceeded
significantly in 1981, although International Division sales turned down in 1982.

Valenty says, "We set a strategy for increasing international sales in 1972, put forth the effort,
lived through many mistakes, buttaf a decade of aggressively pursuing international business,
we have the payff."

A parallel can be drawn between Onan's marketing efforts internationally and with it U.S.
government sales. During World War 1l Onan was the primary supplier of gensetddo

various military services, producing a peak of $50 million a year in government business. This
dwindled after the war to practically nothing and government business didn't pick up again until a
concerted effort was made by Onan in 1960 to acqmiktary contracts.

Onan had played a modest role as a supplier of generating equipment to the U.S. military during
the Korean conflict in the early 1950s, but marketing results were far from impressive. In 1960 the
company made a decision to activelyrpue U.S. military business on a permanent basis, but
unfortunately, Onan had let that market slip to the point it didn't even have the initial contacts in
which to start a sales campaign.

Tom Valenty, who knew an official at the Engineering Researcbawelopment Laboratories of
the U.S. Army at Fort Belvoir, Virginia, volunteered to assist Onan's marketing people in
establishing military sales.

Valenty recalls, "On our first visit, we were allowed into the laboratories, but their development
funds wee already committed, and they had no production requirements. Nevertheless, several
of us continued to call on the Fort Belvoir contacts for the next couple of years, and we got to
know the project engineers well. It turned out that the smaller generatis were being

developed for the government by a military products section of an industrial engine
manufacturer. This group had good academic design experience, but it was totally lacking in
knowledge of generator set production processes. Their desigme almost impossible to

produce in large quantities and at a reasonable cost. Needless to say, we succeeded in getting
our views across, but after two years of effort and the expenditure of a fair amount of money, we
still had no prospects of gettinghg business."

Unknown to Onan executives, however, events were to occur to make thetyéapinvestment
worthwhile. In October 1962, Valenty received a phone call from his acquaintance at Fort Belvoir.
He asked Valenty if he had read the morning papegr Valenty said he had not. Valenty's Army
friend said, "Well we might be at war today, and we don't have any generator sets to fight a war
with." He was referring, of course, to the Cuban missile crisis and to the confrontation between
President JohiKennedy and Russia's Nikita Khrushchev.

Valenty was asked if Onan was willing to quickly build 12,00kiieeatt military design
generator sets.
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"l was elated,"” Valenty says. "Here was our chance at an order after two years of coming up
empty-handed.” Valenty was asked for a price on these 12,000 sets, and Valenty replied he would
need drawings and specifications. He was told there was no time for that, and that a price would
have to be submitted that afternoon.

Valenty says, "What do you do whgau. are offered a tremendous opportunity, but have no
drawings or specifications to work with? They wanted a price in four hours, but no one in
manufacturing, finance or administration at Onan knew anything about the product. " Valenty sat
down with Hary Jorgenson and the head of Onan's costing department and they worked out a
price from the limited facts available.

"The request was preposterous,” Valenty says, "but eventually we came up with a price of $1,234
per unit."

Onan quoted the price to the itary and won the contract. In executing the contract, Onan had
to completely redesign the family of military flkilowatt sets so they could be built on a
production basis. In the process of developing the generator set, Onan had to upgrade its
drafting, engineering, technical manual and quality assurance capabilities. "We were a much
better company by the time the production contract was completed,” Valenty thinks.

From this initial contract, Onan went on to produce tens of thousands okilegvatt sets for the
military, thousands of 1-kilowatt military design generators and regulators, some-kdowatt
sets and the first production quantities of the 60 kilowatt military standard sets.

Onan became a major supplier of generating equipment tontiiléary during the Vietham war.

The successful financial performance in the military set business provided the drive to build the
Fridley facility in 1968 and 1969, and the strong cash flow from government contracts enabled the
company to finance new pduct development, new production equipment and other marketing
programs.

It's probably accurate to say that Onan's present market strategy had its birth in 1947, became of
age in 1958 when "new blood" was brought into the marketing department, and divecehas
constantly refined its sales programs to where it's the envy of its competitors today.

Onan's financial results bear out that assessment. Business increased from the $11 million annual
volume in 1958 to $20 million in 1963 and $63 million in 19B9 1973, Onan passed $100

million in annual sales, and has had steady growth since then, reaching today's present annual
volume of around a quarteof-a-billion dollars.

This amazing growth has been fed by many different factors, but Onan's markititegges can

take much of the credit. It's obvious that this marketing strategy has been held together over the
years by a single characterigtipersistence. As the strategy evolved, Onan was persistent in its
marketing plans, and this persistence masre than paid off in growth and profits.
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[ Ed. Note. In large part, the stagnated sales spoken of in the 1950s was the result of a stagnated
Vice President for SaldBrought upin the early iron peddler tradition. He needed to retire.

A sadly omittedpart of this story is the contributions of Roy Mullin and Bill Auger.

Bud Onan, my dad, could see what was happening and knew what he had YocgoPresidents

could only be replaced Hyud and Jack Shea, the Executive Vice President. A professiachl sea

gla AYAGAlLIGSR FYR OFYRARIFIGSE YyINNRPOSR R2Yy D L
he liked best was going to be noraditional and perhaps hard to contain. But he said that he
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Mullin.

Roy came from an automotive background, but not a technical one. In fact, Roy would never learn
much of the technical details of Onan generators. What he did well was inspire people and lead

the charge. Withhimca® . Af €t ! dzZZSNX . Aft ol a I O2dzyd SN LR
programs.

Roy brought the concept of Marketing to Onan. That is sales, promotion, market research and
customer service.
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with 1 inch ads ifPopular Mechanic3Ne reassessed our advertising strategy, changed frequency

and space size to look like a leader. Some of the full page image buildingFamttuimefeatured

Bud Onan talking about theroduct. He owned the company. Most other advertising was in

prominent trade journals with hard hitting copy aimed at customers and buying influences.

The perception was that not all competitors units would perform to their nameplate rating. A
programofat SNF2NXI yOS / SNIATFTASRE gl a o0S3dzyd 91 OK d
been run and tested to assure it would meet its nameplate performance rating with instruments
GK2Qa I OOdzNI Oe gl & OSNIATFTASR 060& |y AYRSLISYRSY(

Many assemblers built standby generator sets but manufactured none of the components. Then

there were the engine or generator builders who assembled. Along with a standby installation

was switchgear to control the units start up, switch the load to the generatud, return to

normal status when the commercial power returned. Onan could say it manufactured the

complete package and therefore was the only company who could take complete responsibility

F2N) OKS AyadlrttlridArzyo 2 S Odndther$tdin tdspotlight theA G wS a LJ?
difference in our products.

OEM customers need special handling because they are not a client you typically advertised to.
Canadian fishing trips and sport outings, with the principal executives of the customer and Onan,
created a personal relationship that encouraged sharing ideas and concerns. Knowing the
customer on a first name basis meant it was more likely we would be called than dumped.
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The company airplane, a EBonverted specially for executive travel, was useldring Onan
prospects, customers and buying influences, like architects and engineers, to the factory for 3 day
conferences on Onan products. All expenses paid! This was very well received and made the
airplane a profit center. Not often a corporate airppays for itself.

The heart of the marketing effort was distributors. These independent business men ran
organizations that may themselves employed hundreds of people. They also had local knowledge
of specialize situations. Roy and Bill set up a DiginibAdvisory Council made up of

representative distributors who they themselves elected. They would meet twice a year at the
factory and discuss issues of importance including Onan company policies. It was very successful

Roy loved to be a showman. Ine@mstance he literally threw down the gauntlet to Sherwood
Egbert, who was then President of StudebaRackard and about to introduce his pet project, the
Avanti car; as to who would return the most profit to the corporation. Of course, Roy won! He
estalished a fraternity called Onan Marketing Leader for the person(s) who contributed most to
marketing for the year. They got bright red sport coats to wear at all official Onan events.

¢ KS&aS LINPINIYa dzy RSN w2eQa f S| RINE RAFLIIKISR W dz@OK
stagnation. He nurtured growth in the motorhome, standby and OEM markets. Unit Responsibility

put service and parts in a prominent position. The Look of Leadership was recognizable company
wide.

| worked for Roy for 6 years. | was in d®of advertising, sales promotion, market research and
product planning. We traveled around the world together; and | was exposed to more about
marketing from Roy than | could possibly absorb. He had endless respect for my dad, but was
never shy about téihg him when he thought dad, or anyone else, was wrong. At the same time,
dad seldom had to put breaks on Roy. When he did, Roy reacted professionally. You knew where
you stood with Roy. H&as openlymanipulativeandhonest.]

21
i
i & SREEIY 3 CAC
Roy Mullin WP Marketing, Bud Onan, Bl Auger Sales Mar, Jarry Olson WP Mg

Celebrating the One Mitinth Unit in December 1967
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CHAPTER TWELVE
ONAN'S GROWING PRODUCT LINE

Although Onan's product line today is variedit would take another book just to descrilbee

different items available nearly everything manufactured by the company falls into the

category of energy conversion and control devices. It's been that way almost from the very
beginning. The company was started, of course, as a producer of equipment and parts for motor
cars, and there were the early manufacturingdeprofitable sales ahe "Safy Saw"

Onan designed and produced its own-ewoled engines, becoming the first company to develop
opposed twacylinder engines with the necessary low level of vibration. fglinder engines

later were added to the line) and Onan becameadler in the production of gasoline engines in

the 5 to 40 horsepower category. The Onan engines were the first with such features as pressure
lubrication, aluminum cylinder blocks with cast iron sleeves, and replaceable bearings.

The small Onan gasolieagines were so well designed that other original equipment
manufacturers clamored for them, launching the firm into a new market as a supplier of small
industrial engines for purposes other than powering generators. Starting in the late 1940s, Onan
engires were sold to manufacturers of truck refrigeration units, rotary tillers, pumps, and many
other pieces of equipment.

It also was in the late 1940s and early 1950s that Onan entered the diesel engine market, a field
that today holds tremendous promiserfthe future. Onan is now marketing its new L Series
family of diesel engines ranging in size from 15 to 125 horsepower. The company, during 1980
1981, invested more than $100 million at its plant in Huntsville, Alabama, where the new diesel
engines arananufactured.

Since 1979 Onan has been supplying electronic AC power conditioning and frequency conversion
equipment. This new product line was the result of the acquisition of Elgar Corporation in San
Diego) California. Elgar is now a whalyned subgliary of Onan. The highly sophisticated
equipment made by Elgar is designed to eliminate power variations, voltage drops, line noise, to
correct other power line problems, and to provide uninterruptible power.

Elgar manufactures high isolation transfagr, AC line conditioners for laboratory and
instrumentation application, AC power regulators for computers, instrumentation and other high
technology loads, and uninterruptible power systems for protection against brownouts, blackouts
and other power linalisturbances. Elgar is also the leading manufacturer of inverters and
uninterruptible power systems for the nuclear power industry.

Although the equipment manufactured by Elgar promises to play an important role in Onan's
future and the diesel engine pgram at the Huntsville plant represents a major capital
expenditure, Onan's worldwide reputation has been earned through a half century of
manufacturing rugged, well designed, dependable generator sets.
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In the smaller generator set sizes, Onan makesda wange of sets for recreational vehicles,

special purpose vehicles, military use, construction projects, pleasure and commercial boats, for
home use- including standby power, and for portable welding equipment. In the larger sizes,
typically up to 75Q@o0 1,000 kilowatts, Onan manufactures standby and continuous, or prime,
power generator sets for use in telecommunications facilities, commercial buildings, construction
projects, hospitals, banks) computer centers, retail stores, office buildings, schasetas, sports
stadiums, and nursing homes to name a few applications.

Emergency standby power generator sets, the product line for which Onan has historically been
best known, accourfor approximately 25 to 30 peent of Onan's business. Governmdnta

bodies and codenaking bodies are becoming increasingly aware of the need for emergency
standby power that will be available as long as there is a utility outage, and generator sets are the
only source of standby power that can meet this need. So stapdlver should continue to be

an important market for Onan generator sets.

Tom Valenty has been especially active in pushing for awareness of the need for dependable
standby equipment. One of the reasons for this goes back nearly 30 years. An expenience
evening in the midl950s left an indelible mark on Valenty. He recently recalled the event: "
took my family to the Ice Follies and we were sitting in the stands at the big ardhiameapolis
waiting for the show to start. There were about 10008eople in the stands and we experienced

a local power failure. All the lights went out. The arena was pitch dark and some frightened
person in the audience started to scream. In a short time, less than a minute, hundreds of people
were screaming. Thisent on for what seemed like 10 minutes. The crowd was at the very edge
of panic; anything could have happened. Finally, several cars were driven into the arena with
their lights on; they gave enough light to show the crowd there was nothing to scrbant.&

That experience convinced Valenty that Onan was in the right business, and since then, he has
spoken out frequently on the need for emergency standby generator sets.

In larger facilities, such as hospitals where adequate standby power is reqyitad pthere may

be several Onan emergency standby power generator sets installed. In these rradtiple
installations, it is not unusual for the sets, in conjunction with installed @tesigned and
manufactured paralleling gear to have the capabilitysgfquential paralleling”. This means that

in a hospital, if a power outage were to occur, all of the, say, three generator sets would start up,
virtually simultaneously. The first set to reach rated frequency and voltage could assume the
hospitals mostritical electrical load. This would include such things as life support equipment
and operating room lights and other operating room equipment. The second set to reach rated
frequency and voltage would assume the next most critical electrical loadhartiird set would
assume the least critical load.

Onan's gas turbinpowered generator sets are used for emergency standby power and they are
also used to provide prime power, in which instance the electric utility typically becomes the
source of emergncy standby power in the event that the turbine generator sets do not run for
some reason, such as malfunction or interruption of fuel supply.

62



Onan's turbinepowered generator sets are also used in cogeneration installations wherein the
large amount of bat generated by the gas turbine is captured and can be used in a variety of
ways.The heat can be used in industrial processes that require large amounts of heat, with the
electricity that is produced by the generator set being used to provide powehé&mdustrial
process, or, in some cases, it can be sold to the local electric utility.

In addition to paralleling gear, Onan also manufactures components such as automatic transfer
switches and other switchgear and controls that are installed in stapdiaer applications.
Onan also provides separate generators for industrial and military markets.

Onan has been fortunate over the years in having a wide variety of users for its generator sets and
engines, because as some markets have become less athees have become more popular,

helping to reduce the peaks and valleys in sales that hamper so many businesses. A good example
is the motorhome market, which has been an excellent market for Onan. The first motorhome

that required generator sets wererét introduced in the early 1960s. Onan was asked to design
generator sets for these new recreational vehicles, but the first efforts were disappointing. The
early sets were poorly installed, too noisy, vibrated the motorhome, and often could not k&art t
electric air conditioners. Onan engineers worked feverishly to improve the product, and their
efforts paid off. By 1967, Onan had a superior generator set designed for motorhomes and the
motorhome market itself expanded beyond anyone's dream.

There vere dozens of manufacturers of motorhomes in the country and there was a reliable Onan
generator set available for any size vehicle. Onan soon had a major share of the market. As sales
of motorhomes mushroomed, Onan brought out new, lower cost produétsnajor factor in

Onan's success in this market has been the availability of service on the generator sets through
the company's distributor network and distributors' dealers who sell and service Onan products.

Because of the rapidly growing productiohrootorhome generators sets in the early 1970s,

Onan management decided to construct a plant at Huntsville, Alabama, to provide additional
capacity for the manufacture of high volume aluminum engines and the generators powered by
these engines. These unitgere used mostly for the recreational vehicle market.

In October, 1973, the Arab oil embargo was put into effect, causing gasoline shortages and
soaring gasoline prices. The motorhome market and Onan's sales to it were staggered.

Construction at Huntsle has already started when the motorhome market collapsed due to the

oil embargo. The decision was made to continue with the construction of the Huntsville facility in
the belief that the market for aluminum gasoline engines and generator sets woalteally

come back after an adjustment to the Arab oil embargo had been made. This situation did correct
itself, and increased sales of products from the Huntsville facility occurred in 1976 and 1978. In
about 1977, it was decided to concentrate the méaaiure of engines at the Huntsville facility for

the new lines of diesel engines, then under development, that would be launched in the early
1980s.
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Onan had been producing diesel engines for years, but in thel86@s management recognized
that its dependable J Series diesel engines would need to be replaced as the machine tools used
to produce them wore out and new diesel technology became available. So work was started on
what is now Onan's L Series family of diesel engines.

The L Series, a family®, 3, 4 and 6 cylinder, wat@ooled diesel engines, covering the power
range of from 15 to 120 horsepower, is a modern design using the latespresin technology
available.

While one of the principal applications of the new engines was in Onarrg@eneets, they also
are suitable for and used in other original equipment in construction, industrial, agricultural,
transport refrigeration, and other fields.

One of the secrets to Onan's success has been its constant introduction of new and improved
products. As markets change, so do Onan's products.

Here are some product milestones, starting with the introduction of the famousLiten
generator:

1 1926- The first generator set for sportsmen was designed.

1 1930- The first Onan designed amdanufactued gasoline engine was built.

1 1939- Three families of twecylinder, aircooled gasoline engines were introduced. One of
these, the OTC, was built at the rate of 10,000 or more a year during World War Il.

1 1941-45- Onan produced more than half of all tgenerator sets supplied to the Allied

Forces.

1946- The first small diesel engine was designed.

1950- The patented Vac#lo system for truck compartment cooling was invented.

1963- Onan again becomes a major supplier of generator sets to the U.&rilit

1964- The first sound attenuating enclosure for marine digselvered generator sets was

designed.

1965- The first marine muffler was designed to permit engine exhaust of generator sets from

below the water line.

1969- The first spacesaving, squa-designed generator set designed.

1971- Fiveyear warranty on standby systems offered.

1976- Production of two millionth power unit by Onan.

1976- Shipment of first gas turbirpowered electric generator set made.

1979- Elgar power conditioning and urterruptible power systems business acquired.

1981- First L Series diesel engine produced at Huntsville.

= =4 4

=a

= =4 4 -4 A8 -

The above is an impressive list of new product achievements, sustained over approximately five
decades. Will Onan's future program for developiegvrproducts keep face with the company's
past history of activity in this important area? The answer is yes, as you will see in the next and
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final chapter of this history of Onan Corporation. Onan's-yi@ar plan commits the company to a
high level of ne product activity.
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CHAPTER THIRTEEN
THE FUTURE

While the Onan Company's past success has been traced to capable people following a sound
strategy of sticking to products they know about, what about the future direction of the
company?

On September 11981, a new president and chief executive officer was appointed at Onan, and
although S. A. "Tony" Johnson is a man with wide experience in indusisy,dfeer all, an
"outsider." That could mean an entirely new direction for the Onan Company. B itlbe

Johnson, who was 41 when he came to Onan from a top executive position, Vice President for
North American Businesses, with Cummins Engine Co., Inc., Columbus, Indiana, had devoted
considerable time to developing and implementing new strategies atriias. [Cummins Engine
Company of Columbus, IN had acquired Onan]

His first several months at Onan were devoted to getting acquainted with Onan people and the
company's operations, and then to mapping out a detailed {aargge plan that would address his
goals for Onan in the context of current and anticipated economic conditions over the next five
years.

Onan now has a very complete, formal figear strategic plan of direction that is reviewed and
updated annually. A brief statement that best captunebat Onan will be doing in the future can
be found on a page up front in the thick notebook that holds the loagge plan. It says simply;
"Onan's direction is managed growth related to the company's khow base and consistent
with its longterm financial objectives."

Johnson says, "That summarizes the fact we want to grow, bwtave that growth to be
managednot just willynilly in any direction; we want it to be growth that we have planned. And
we want that growth to come from areashere we krow how to do things.either our
manufacturing knowhow base, our marketing knotvow base, or our technological knelvaw

base. We don't want to go into the washing machine business, or the clothing business, or the
sports business or into other things wlen't know how to do." Johnson added: "We also want
anything we do to meet our financial objectives. We've set ourselves some reasonably tough
financial goals, and we will test everything we do against those. "

Johnson explains that Onan's financialemives are a 10 percent real growth (after inflation) in
sales every year and a return on investment that is in the upper quartile of industrial companies in
the Fortune magazine 1000.

In the fiveyear plan, Onan has several specific fioancial objedwves:

1 Toincrease the share of the company's base business, which is electrical power generation.
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1 To increase Onan's penetration in AC power conditioning, which is at Elgar, the company's
electronics firm in San Diego.

1 To enhance the quality of the compaas perceived by its stakeholder®nan's employees,

customers, suppliers, neighbors and shareholders.

To establish a position as a supplier of diesel engines of up to 125 horsepower.

To optimize Onan's position in the small gasoline engine market.

To ex@and the company's business in controls, switchgear and generators.

To seek new business and new opportunities related to Onan's krawbase.
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Johnson says the lorrgnge plan specifies that when the fiyears are completed, Onan will see
25 percent ofts sales coming from products or services the company does not currently offer.

In the course of developing the fiweear plan, an analysis of Onan's operations showed that there
were 36 separate businesses within the company. Producing and selling terssts to the
motorhome industry, or producing and selling small gasoline engines to manufacturers of garden
tractors, are two examples of separate businesses. In Johnson's view, 36 was too many
businesses for Onan to be in, and they have been grougedlD "business clusters”, each of

which constitutes a profit center. There are five business clusters in Onan's Electrical Products
Division, two in the Engine Division, one in the International Division and one each in Elgar and in
Parts.

Another aspet of developing the fivgrear plan was an effort to identify Onan's vulnerabilities,

and one was that Onan must increase its manufacturing efficiencies so as to produce redesigned
electrical products at less cost. The fiw@ar plan calls on Onan to maam and improve the

guality of its products and at the same time reduce costs an average of 20 percent.

Onan's line management was assisted in preparing theyias plan by two consulting firnts
PughRoberts and The Strategic Planning Institute, bdtBaston, Massachusetts.

Onan's fiveyear plan is probably a misnomer. Johnson says a gooddmgg plan is never fully
completed. "It should be a living documenbne that is constantly in use, and not something to
put on a shelf and take down onaeyear to review. "

Johnson says a strategic plan not only tells a company what it should do, but, just as important,
what it should not do. "For instance, Onan is not a consumer company with household name
recognition, and our plan tells us to stay aitthat area."

How does Onan's new lofrgnge planning fit into the company's past?

Although the technique is different and there is more stress now on using the plan irta-day
basis, the primary goals are similar to those that guided managemeetairs past.
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Before Tom Valenty retired as president, he wrote a paper entitled, "Historical Perspectives on
Onan." In it he listed the factors that guided the company during his administration:

(1) Strong product development capability.

(2) Intimate knowledgeof the user's application requirements.

(3) Cost consciousness.

4) Production capacity in step with or ahead of market demand.

(5)  Ability to serve the customers in marketing, parts, service and promotion.

(6)  Strong margins and cash flow to provide the ability to fireatie business and its
expansion. No debt.

(7 Persistence to see a project through to a successful conclusion

(8) People who can makiie necessary happen.

Eventhough Tom Valenty's goals have different words than those contained in Tony Johnson's
five-year plan, it's evident that the original Onan philosophy, first laid down by the company's
founder, Dave Onan, and carried on by his son. Bud Onan, is still very much alive. At Onan the
emphasis will continue to be on a quality companystaffed by quality peopland producing

quality products.

[ Ed. note. Tony Johns@mésion was much like what we had in the 1960s. | know because
Gt tFyyAy3aég gla Ay Yeé 220 0GAGfSd® ¢KS odzAaAySaa
the kind of diversification which | thk helped the sales curvi.was a vertical integration of
product and a horizontal aggregation of market. Maybe what he was talking about is more a
matter of style than substance. ]

9RAGZ2NRAE b20dS
My part in the company

. W& As atoddler | was paid in ckies for modeling with the product. At age
nine | worked in the shipping department pasting labels on crates and
made $25 for a summer. Dad, Bud Onan, let me come to the shop after
schoolwheneverl wanted, and then go home with him at the end of
the day.So, we talked a lot about what was going on. About the time |
¢ was a junior in high school | started working summers as a draftsman. |
enjoyed being at a big drafting table. It was fun learning from the other
draftsmen, many who produced real works of inttied art. Dad usually

: spent some part of the day in drafting, working with Al Fleury or Ole
Aho on one pet project or another.

After a year at the University of Minnesota in Engineering School, | was back working full time. It
was a drafting job that tured into a sales job in a mobile product display. A year or so later when
this was over, | went back to engineering to work on engine development. Most of my time was
spent on the small diesel enginéswas mproving the old models and then developmertittbe J
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series diesel. In June, 1962 | presented a p&pére Society of Automotive Engineers in Atlantic
City, NJ, on the development of the J series product line.

With a couple transition assignments, | began what was called Product Planning dajast p
Planning. This involved advertising, sales promotion, market research and product planning. While
we liked to think the company was now marketing driven by Roy Mullin, in fact there were a lot of
engineering and technical considerations that had tgustified with market considerations. |

helped facilitate bringing these interests together

My lasteffort was giving up my conference table for the planning of the new building in Fridley. |
left the company in 1968 with my name on a new office | n@gaupied.Thel5years | worked

at the company were a lifetime of experience. | rubbed shoulders with people who were the best
in their field. | was blessed.

David W. Onan Il
October8, 2012

69



RELATED SUBJECTS
Onan Company History 1982

INTRODUCTION

The preceding Onan Company History 1983 described Davida3rean
mechanical genius. It certainly is true that his abilities were in his genes
because he had little educatioAt age 16 he was working for the Niagara
Falls Street Railway Company. His return to Minnesota and his active
business days are describecetk.

What | want to do is illustrate a bit of his abilities as an inventor, tinkerer
and promoterwith an emphasis on the mechanieald electricalBoth the
automobile and electricity were leading edge technology when he was a
@2dzy3 YI yd Ln@MeaihdyNBuldKdnbifelinRis life to
become his future. It speaks to his character that he believed he could
achieve success at the cutting edge of technology.

THE MOTOR CAR

Still somewhat of a curiosity, but emerging into the mainstream, it wasvicd of considerable
mystery and no little derisiorin 1906 he took a job with P. J. Downes Company of Minneapolis,
distributor of Rambler automobile¥Vhen an auto was sold frequently someone had to be taught
how to drive and service it. Onestancewas the Heffelfinger family of Ferndale, Wayzata MN.

DW lived with the stable mastett Higleroft estatefor a week while he taught him how to drive

and service the car. Another situation was the delivery of a new auto to a Montana customer.
Presumably he ahthe car went by train to the closest point where it could be delivered on its

own wheels. The picture below is D. W. Onan going cross country in the Judith Basin of Montana.

This was greasy hand, skinned knuckle sort of work that gave Dave an intimate knowlduge of
automobiled LG y20 2yfeé GFdAKI KAY K2¢ GKAy3Ia ¢2N] S
engineering was pretty much empirical, cut and try. Apparently his mviortked well in this area

and he learned quickly.
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