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High wages translates to bi

Business leaders predict
continued growth, expansion

By Carolyn Smith
spocial writer

Buslness leaders should pay atten-
tion to the demands of coasumers in
sontheastern Michigan because they
have some of the strongest buying
power In the natlon,”

That message came out loud and
clear at an Oct. 7 buslness confer-
ence at the University of Detralt,
which was co-sponsored by the
Greater Detroit Chamber of Com-
merce and U-D's Kellstadt Consum-
er Research Center.

Laurence S. Rogen, state demogra-
pher for the Michigan Department of
Management and Budget, said the

1ght southeastern |
area has 4.6 million people whose
disposable Income last year way
about $52.5 blllion. In additien to the
trl-county arca, his study includes
Monroe, Washtenaw, Livingston, St.
Clalr and Lapeet counties,

Rosen sald the area's heavy con-

than the nation as a whole." Last
year, southeastern Michigan was
ranked as the country’s sixth largest
market,

BY THE YEAR 2000, the area will

year-olds.

metro Detrolt over the next five
years whl:

® continue to be a better place to
work and llve;

® have more business cxpanslons;

® have morc discount and off-
prlee stores; and

@ offer retalning of more un-
skllled workers at area schools, cal-
teges and universitles.

But business leaders and con-

sumers expressed concerns about
other trends that may forceast that:

@ increased avtomation will re-
of t

® suburban residents will not pre-
{er Lo shop downtown.
Arca business cxecutives sald they

sult in more gnlze the imp of match-

unskliled; Ing supplles and services with de-
 there could be more poverty manda in the marketplace.

and crime In metro Detroit;

® price may be a major deciding
1ncdtor for major retall purchases;
an

Detroit.

FREDERICK MARX, president of
Marx Management Co. in Blrming-
ham, told conference participants
that the consumer should be thought
of as the “czar or czarina who can

g spending

redefine their marketplaces,

The banking industry will experi- -. :
ence more consalldations and merg- - -

ers, said John Barnds, vice president

and director of business and banking - '

analysls at Natlonal Bank of Detroit.

“We will identify new locatlons
for banks, even in Detroit where
we've closed a lot of offlces. There is
a lot more competition in banking -
today, and we're always looking at -
pockets of opportunity,” Barnds

IN A NATIONAL outlook, Sandra

Shaber, vice president of consumer .

of Chase les,
said the shift from a manufacturing
to a scrvice cconomy is helping to
create more two-income households
and women In the labor force.

But Incomes from tower paylng
service obs are not replacing the
higher wages many people used (o -
earn in manufacturing.

“For ¢very 25-year-old earning
$250,000 on Wall Street, there are
100 flipplng hamburgers,” she said.
Is declining, while
wages are not keeplng pace with in-

Such trends have the effect of

centration of manufacturing and
high-wage scales makes it “a sub-
stantially weallhier market area

ments were highly

the middie class, Shaber
sald, suggesting “the tich may be
getting richer and the poor, poorer.”

add 200,000 people, boosting buying buy products elsewhere and (there- sald.
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Witness calls Stoddard expenses ‘piddling’

By Tim Richard
speclal writer

A volunteer expert witness sald entertalnment and
house repair expenses of the sort Stanford C. Stoddard
charged to Michlgan National Corp. were ‘‘normal,
proper, prudent and necessary.”

“They were not perquisites,” Peter H, Burgher testl-
fled in Stoddard's trial before a federal adminlstratlve
law judge.

“They were ordinary expenses to free his body to do
what It does best,” said Burgher, a retired certified pub-
Tic accountant from Utica

IN AN OFF-STAND interview Burgher sald he read
news accounts of government atlegations against Stod-
dard carly In the two-month trial.

I talked to heads of major banks, heads of law firms
and some businessmen, who uniformly supported that I
should testify. . . against

STODDARD, 55, of Birmingham, was a board chait-
man of the state's third largest bank holding company
and Lwo of its subsldtaries unti} mid-1984, when he was
pressured to resign during a federal investigatlon.

The U.S, Comptroller of the Currency secks to fine
him $500,000 and bar him for life from working in
federally-insured financtal

His hearlng In the Ann Arbor Federqal Building isdue
(o be wrapped up thls week by cxhiblts and arguments,

Then Thomas Jones, an administrative law judge
from Grand Raplds, is expected to take two months to
deelde wheather to issue the comptroller’s orders,

BURGHER SAID he was treasurer of the Founders
Soclety of Detroft Institute of Arts in the "70s and'early
'80s when Stoddard was board chalrman of that private
group.

“F' not a close acqualntance,” he added.

Stoddard's attorneys asked Burgher a series of hypo-

about unsafe and unsound banklng practlees,” said
Burgher, He then volunteered hls testimony to Stod-
dard’s attorneys.

Retlred since 1979, Burgher Is author of two books
and testlfics regularly as an expert witness. He consid-
ers executive compensation [n hls fleld of expertlse. Un-
der governmental cross-examination Burgher sald he
wasn't being pald in thls case,

Government lawyers sald afterwards that Burgher's
testimony rebutted things they hadn't alleged. “There
was nothing at odds” with the gov: 's case, sald

thetfcal about a bank holding company with
assets of $5 billion which made contributions of butlding
materials of up to §34,000  year to churches.-The de-
scrlption fitted Michlgan Natlona) Corp. and its dona-
tions to several Mormon churches across the state.

Burgher called the gifts “not material, glven the size
of the institution.” He deflned a “matcrial” expense as
one affecting 10 percent of a bank’s carnings.

“Plddling,” Burgher sad time after time as he was
nsknid questions about the bank chlef exccutive's ex-

federal attorney Ellen Broadman,

p on church glfts, his own two resldences and
business enter! at family wedd!ngs.

“A shareholder would not see the cffect on his carn-
Ings per share,” he sald.

What kind of expense would be unreasonable? he was
asked.

4 polo pony farm . . . $1 million a year,” he ex-
plained.

CITING STATE law which says an employee cannot
be forced to spend money to hold a job, Burgher sald the
hypothetical banker “did exactly what he should have
done. He separated personal from business expenses.”

Asked about spending corporate funds to entertaln at
a daughter’s wedding, Burgher said, “People have gatta
know they're coming (to the wedding) because they're
an Important customer — it's not love.”

As for bank’s employees doing work on en executive's
house, Burgher Hkened it to a secretary who manages
the executive’s elvic, personal and business schedule,

The CPA said that $31,000 of wark on an exccutlve's
resldence used for business entertaining shouldn’t be
vlewed as acerulng to hls personal benefit, but should be
“offset against other valid expenscs of the bank" in
woolng deposltors and customers.

IN EARLIER testimony this week, a former MNC
exccutlve denled Stoddard had pressured him Into
changing an audltoer's repart to delete a key recommen-
dation.

David Scarles of Birmingham said he ordered dele-
ton of a scctlon Jabeled “lack of written potlcles and
procedures” from a draft audit of MNC's huildings and
properties dlvislon.

B&P, as It's called, Is the division whose workers
made the 4 of ]
homes in Birmingham and on Lake Mlchigan,

Searles, who was prestdent of MNB-West Oakiand in
Novi In 1981-82, was a vice president of the holding
company and head of its audit scction when the audit of
B&P was performed in 1983, He now Is with Franklin
Savlngs & Loan.

He sald that when he and others discussed the audit
with Howard Cochran, B&P head, In fall of 1883, “Co-
eh;:m became somewhat agltated” and teft the room for
a time.

By the end of the 1% -hour meeting, however, Searles
sald they ngreed that written policies and procedures
would be developed.

ABOUT 9 that night, Searles sald he got a call at
home from Stoddard, who asked, “What was wrong with
Howard?”

“Inltially, I did not {cel anybody had done anything to
agitate Cachran, said Searles, who admitted he was “sct
back” by Stoddard’s unusuai tate-hour call.

Scarles sald he eliminated the critlclsm of lack of
written pollcles “thinking of the Indlvidual Involved. 1
was giving him the beneflt of the doubt. I thought It was
more tactful (o handle that way.”

He added, “The audit objective had been achieved.”

Stoddard's attarney, Richard Roberts, asked, “Did
you say Stoddard compromised you by asking you te
delete that meterial?”

“No," Searles answered.

Link between working teens, drug use disputed

By Carolyn Smilh
apeclal writer

Are teenagers who work more ihan 15 te 20 hours a
week more inclined to spend thelr money on

“We never asked them (tecns) about spending on
drugs. We looked at hours worked, money earned and
drug use. We concluded that the more hours warked, the
mure mones:‘sper.! on drugs. ! think that's o reasonable

tlal items, including drugs, than thelr peers working
fewer heurs or not at all?

A University of Michigan researcher clalms that's a
“reasonable assumptlon.” But area high school and drug
abuse counsclors dispute the link between a working
teen’s income and purchase of {llegal substances,

Dr. Jerald G, Bachman, project director of annual
surveys of high school seniors at U-M's Institute for So-
clal Research, said he has studled the buying habits of
teens since the mid-1970s.

Three years ago, Bachman wrote In the ISR publica-
tion “Economlc Outlook USA" that “premature alflu-
ence” of teens working long hours had negative effects,

Tuds d with school, family
and peers, as well as increased use of clgarettes and
marijuana . ., . Drug use Is positively assoclated with
the number of hours worked in part-time jobs."

DOES FURTHER rescarch polnt to different conclu-
slons? Bachman said no.

said in a recent interview.

HIs studes since 1983 also show that most high school
seniors working long-(15-20) hours began using marijua-
na in the eighth grade. *

AREA COUNSELORS didn't deny that a teen's work-
ing long hours means more income to buy non-cssential
things, but they disagreed that drugs arc prevalent
among them.

Janice Cotter, program manager for Maplegrave
Youth Treatment Center, West Bloom!ield, deals with

Salem High School, agrees.

“If I'm chemlcaily dependent, it doesn't matter
whether T work 10 hours per week or 50¢. I'll always
come up with the money. There's a million things kids
can do to get drugs,” she sald.

“Teens are among the 10 pereent of our natlon’s total
population that has drug or alcohol addiction. A major
symptem is Inablilty to get and hold a fob. . . . {Bach-
man's study) scems to refute the fact that chemical de-
pendency [s a disease.”

Louls Ruggirello, head counselor for 13 of his 17
years at Lahser High School In the Bloomfield Hills
School District, sald youngsters who work tend to get
better grades than those who don’t.

“His (! 's) slam [s on the kid who has a hard-

many youths wlith P
Is the only resldentital treatment center for teens In the
tri-county area.

“When drugs or alcohol become problematic, among
the first things to go arc school and job performance,”
Cotter sald. She added that those who want to use drugs
or alcohol will always find the money.

“Having more money certalnly increases the risks of
buying more jeans, candy or even drugs.”

Deborah Trapp, a teacher and counselor at Plymouth

most valuable asset — thelr homes,

thelr largest financlal cushlon.

borrower's house.

owed on the home,

Each year homeowners tap more than $3.5 trll-
Hon in loans based on the cquity in their homes,
The money provides ready cash for a varlety of
uses, including home Improvements, educatlon,
medleal expenses, new cars and more. But these
loans also put at risk what Is probably thelr single

How do home equity loans work? Many have
dlfferent names colned by the institution offering
them, but these loans, as well as second mort-
gages, baslcally are backed by the value of the

Although the amount you can borraw is deter.
mined by the lender, some institutlons will allow
their customers to borrow up to 80
thelr home's appratsed value, less the amount

pereent of

‘There are two basic types of home equity loans,
open-cnd and closed-cnd. An open-end loan is ac-
tually a line of credit which can be drawn upog at
any unp by uslng checks and sometimes erefiit

work ethle, His concluslons would scem to be self-
| It! , drive and mo-

to the wl
tivation,” Ruggirelo sald.
He also qt the study's “Soclal
trends among teens change from year to year, and
that's what I (hink the study fails to address. A good kid,
no matter how many hours he's working, is fairly se-
cure, has strong famlly tles and an cgo strong enough to
say no to drugs.”

Are home equity loans worth the risk?

Every time you make a payment, you arc paying

practically
speaking

a portion to the principal, the actual loan amount,
and a portion to pay the interest. Know what these
portions are and ask if you ean make carly pay-
ments on the princlpal. This wlil help to shorten
the loan's repayment schedule and save on the

ulty is the market value of your home alter
subtracting what you owe on any outstanding
mortgages, Many homeowners are reluctant to
borrow agalnst this because it usually represents

you :l‘lguld ask these glestions:

cost of the loan.

Interest points,

cards up to the limst of the loan, With a closed-end
loan, you borrow the entire amount all at once.
Belore you commit to making an equity loan,

® What are the fees? An equity loan is similar
to a second mortgage with many of the same fees.
Theve are application fees, annual fees and the
cost for the closing, Many lenders also charge up-
front fees in the form of points, Find out how
much these and other fees will add to the total

o Is the Interest rate fixed or variable? If you
choose a variable rate, your payments will fluctu-
ate to match the current interest rates that your
tending Institution charges, Make sure you know
how often the rate can fluctuate and by how many

@ How arc payments applied ngd:,sl the loan? -

amont of Interest you have to pay. Sometimes
pre-payments are subject to penalties, so find out
what they are.

® Can the loan be “called” it you sell your
house? When you take out a loan to buy a house,
the bank has some control over what you can do
with it, If you decide to sell you might have to
seltle these obllgations which might require pay-
ing off the entire Joan.

110W WILL THE ncw tax reform alfect cquity
Joans? Interest deductions will only be allowed
under certaln circumstances. If the loan or mort-
. gage is greater (han the purchase price of your
house plus the cost of any Improvements you have
made, it wiil no longer be deductible unless the
exira moncy is being used for improvements on
the house itse){ and for other specifle (tems.

of CPAs -Hay




