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U.S. Sma ll II 1sincss Adminislrnlion 
Office of th e Administrator 

Washington. DC 20416 

~]4377~ 

~ · MAR 2 5 1~S3 

Honorable John O. Marsh, Jr. 
Secretary of the Army 
The Pentagon 
Room 3E718 
Washington; D.C. 20310 

Dear Mr. Secretary: 

In accordance with the Section 202 of Public Law 95-507 and Section 
8(a)(l){A) of the Small Business Act we hereby request your personal 
review and decision concerning the U.S. Army Troop Support and Aviation 
Material Readiness Command's apparent r:osition not to procure the 
reJTiainder of the Army's current snall engine requirement throUJh the 
Small Business Administration's (SBA) 8(a) program. 

On December 20, 1982 the U.S. Army Troop Support and Aviation Material 
Readiness Command (TSAR.COM), without any prior consultation with the 
SBA, announced in the Commerce Business Daily tl1e issuance of an 
unrestricted competitive Sol icitation No. DAAJ09-83-R-A225 for 
procurement of 12,000 tl1ree horser:ower engines. This unilateral action 
was taken even though the requirement, as evidenced by the TSARCOM's 
letter of October 3, 1980, i s part of tl1e overall Army's requirement 
for 31,400 Military Staooard Engines (1 and 1/2, 3 and 6HP) offered to 
and accepted by tl1e SBA for procurement through the 8(a) Program. 
Furthermore, this action was initiated less than three months after the 
first contract, covering tl1e initial rtiase of tl1e agreed 8{a) 
procurement plan, was awarded to Welbilt Electronic Die Corporation 
(Welbilt). 

Both SBA and tl1e firm have already invested several million dollars to 
establish the basic snall engine manufacturin::1 process/capability at 
Welbilt. Additional invesbnent funds still have to be ootained to 
bring the efficiency of production to a level which will allCM the firm 
to compete effectively within the industry. It is estimated that the 
total investment in plant/manufacturing facilities may reach $10 
million. 'I'he currently held contract for only the 6HP engines ($27 
million) is neither adequate to amortize this invesbnent nor w~ll it 
provide tlie firm with a lonq enough production run to give the firm 
time to design, test, and market a line of engines for the conmercial 
market. Therefore, it is imperative that Welbilt be given the 
oppJrtunity to produce the entire l\rmy's FY 83-86 Military Standard 
Engine Program requirements in phased seC)Uence as indicated in 
TSARCOM's letter of October 3 , 1980. (Copy of letter enclosed) 
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¼e suggest that a meeting between our 8(a) program officials am your 
staff be immediately convened to discuss this pending matter. You 
should kna-1 that this matter goes beyorrl one irrlividual firm arrl one 
requirement. Through this program ~ we are attempting to promote this 
Administration's objectives in redevelopnent of depressed urban areas, 
in this case, Bronx, New York. 

We sincerely appreciate your support and oorrroitment to our Small 
Business Programs and we are looking forward to ~rking together to 
resolve this current matter in the same OJOperative spirit. 

Sincerely, 

J c. Sanders 
Administrator 

Enclosure 

bee: Jim Jenkins 
Lyn Nofziger 

. ~ 

I\'' 

• I 
I, ' 



\ ,1 E\.10 RA ~D L' :'vi 

THE WHITE HO U SE 

/JS-1.s-# 

PU/ 
/3,ft}t:Jg 
L& 

1 " · - - , ... •. , JI 

TO: ELIZABETH DOLE 
RICK WILLIAMSON 

January 18, 1982 (ty/161 

FROM: 

CRAIG FULLER _. wJ 
JAMES S. ROSEBU -qy ·. . 

Attached is an article about John Ma~iotta, the founder and 
president of WelbilJ1 . the firm on our list :t<2r . .J:.he_y_rqag ____ _ 
Issues brief ip_g_!. ------ -



The Up-And-Comers: 
-welbilt Electronic Die Corp. 
"Everybody's running away from the South Bronx," 

says John Marietta, "and I need more room!" 

Welbilt Electronic Die Corp. 
595 Gerard Ave., Bronx, N.Y. 

(212) 993-0500 
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'Why is this ghetto · outfit making out where 
so many others have Jailed? What's Welbilt 
Electronic Die's secret? 

"This is not a 
chicken-plucking 

operation" 
By .Jane carmichael 

J OHN MARIOTTA, the ebullient 
president of New York City's 
Welbilt Electronic Die Corp., 

waves a hand toward the window and 
the aging red-brick apartment blocks 
beyond in one of the nation's most 
notorious slums. "Everybody's run
ning away from the South Bronx," he 
says, "and I need more room!" He 
needs more room because Welbilt, 
which was doing $1.6 million two 
years ago and $300,000 five years ago, 
is turning out $12 million worth of 
metal parts this year. 

Mariotta, 52, has just conducted a 
tour of his three-story brick factory 
building, which stands in· the shadow 
of Yankee Stadium. Not far away is 
Charlotte Street, where presidential 
candidates love to grab TV time by 
posing against the rubble of burned
out buildings and making grand prom
ises about helping the poor. At least 
80% of Welbilt's workers live in the 
neighborhood. Many of them were on 
welfare before they came to work here 
making metal products that range 
from fins for Sidewinder guided mis
siles to jet engine and tank parts. "Off 
welfare, on Welbilt," ·says Mariotta. 
"That's our motto." 

The motto is an especially apt one 
these days because Welbilt itself is 
getting ready to get off the dole. It has 
takc:;n a fair amount of help from the 
Small, Business Administration and 
Economic Development Administra
tion to make Welbilt what it is to
day-$2.3 million in direct loans, $3.1 
million in loan guarantees. More im
portant, most of Welbilt's current de
fense contracts, which account for 
75% of sales, were secured with the 
help of Section 8(a) of the Small Busi
ness Act, which is designed to help 
minority-owned businesses get start-

ed. But with the SBA now getting 
ready to set "graduation" dates for 
8(a) firms, it won't be long before Wel
bilt's apron strings are cut. 

Can Welbilt make it in the real 
world of competitive bidding? Ma
riotta is confident it can. "This is not 
a chicken-plucking operation," says 
Mariotta. "We have produced all these 
parts for the jet engines without one 
rejection. We have all the latest 
technology." 

Mariotta was born and raised in 
New York's Spanish Harlem. He 
wanted to be a chemist, but, when 
poor grades in English kept him out of 
the prestigious Bronx High School of 
Science, he went to vocational school 
instead and learned metalworking. 
Welbilt is Mariotta's fourth attempt 
at starting a tool-and-die shop. He 
freely admits that he was the problem 
with the first three companies. "I'm a 
tool-and-die maker by trade," he says. 
"You can be a very good, skillful 
craftsman, but when you don't have 
no business sense, oh my God, what a 
price you have to pay to the school of 
hard knocks." 

Founded by Mariotta in 1965 to 
make dies and parts for products rang
ing from baby carriages to ammuni
tion covers for helicopters, Welbilt 

. was floundering. Many such small 
businesses fold, but Welbilt survived. 
It's the mark of the successful entre
preneur that he doesn't give up under 
setbacks. He learns from his mis
takes. That's what the school of hard 
knocks teaches you: to persevere, but 
pragmatically. Mariotta realized he 
needed a partner with complementary 
skills to his own; there were things he 
couldn't do. 

"What I did this time different from 
the other times, I said, 'Okay, I'm 
going to get a partner to substitute for 
my inability.' I did not have a college 

education. So I took a partner, Mr. 
Fred Neuberger." Neuberger, a me
chanical engineer with a sheet-metal 
background, was born in Rumania 
and as a child fled from the Nazis to 
what was then Palestine, walking for 
much of the way. (He, too, was a hard
knocks graduate.) Neuberger put up 
$1,000 while Mariotta put up 
$2,000-an ownership split that has 
survived. It was Neuberger's idea to 
take advantage of some federal pro
grams favoring minority-owned small 
businesses. 

First, Welbilt got an SBA loan for 
$25,000 at 7%. Mariotta and Neu
berger went through that loan in no 
time. "Pshew! It went like that!" Mar
iotta claps his hands. Neuberger, 
roaming around the room in search of 
a match to light his cigarette, ex
plains: "The oil embargo started, then 
the customers started to cancel, even 
IBM cut down. It was a nightmare." 

Mariotta, a bit peeved at being in
terrupted, continues. "I said to Fred
die, 'Gee whiz, let's not deal second 
fiddle .' " 

Neuberger again: "That was when 
we decided to become a prime govern
ment contractor." 

They finally landed a contract, 
making air filters for the Bell UH-1 
helicopter. Before he could go into 
production, Mariotta needed another 
loan to cover tooling costs. Contract 
in hand, he went back to the SBA. "In 
those days, for the bank to lend any
body money in the South Bronx, 
they'd be out of their minds!" he says. 
The SBA guaranteed 90% of a 
$100,000 loan from Banker's Trust. 

Welbilt's next major contract was 
for a component, called the Bell 
Crank, of the GE engines that propel 
the F-104 Phantom jet. At this point 
Mariotta and Neuberger, realizing 
they needed a numbers man, hired 
Mario Moreno to be treasurer. Mo
reno, a Colombian with an M.B.A. 
from New York University, was 
teaching at NYU's business school 
and serving on a volunteer committee 
to help urban businesses with finan
cial planning. Moreno's committee 
helped Welbilt prepare the proposal 
tor a bank loan it needed to tool up for 
the Bell Crank. Moreno straightened 
out Welbilt's balance sheet and put it 
on the percentage-of-completion 
method of accounting, and Welbilt got 
another loan from Banker's Trust. 

The Bell Crank contract was the 
first order Welbilt got through the 8(a) 
program. The next was for $10 mil
lion worth of cooling kits for the Ar
mored Personnel Carrier. 

Part of Welbilt's strength is Mariot
ta's ability to keep costs down. His 
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overhead is low. So are his labor costs. 
Ninety percent of Welbilt's workers 
are unskilled when Mariotta hires 
them, many of them black and Span
ish-speaking kids right off the street. 
That means they start at $4 an hour, 
vs. $10 an hour for an experienced 
diemaker. 

"Most of them cannot even sign an 
application, but to be a tool-and-die 
maker you don't have to write," says 
Mariotta. 

Mariotta makes no apologies for 
taking so much help from the taxpay-

er. "We have helped the government 
more than the government has helped 
us," he says. "You ask how? Very sim
ple. We employ 250 people, and 200 of 
them are from the immediate area 
who would normally have been on 
welfare." Mariotta then trots out 
some rather elaborate arithmetic to 
prove his point. 

His pride is understandable consid
ering the scandals involving the 8(a) 
program. Hustlers have allegedly set 
up shelI companies "owned" by mi
norities, then raked in the loans. 0th-

We/hilt President John Mariotta (left) on the shop floor 
"'Ojfr.oelfa.re, on Welbilt'-tha.t's our motto." 

(\ . . ... 

er 8(a) contractors did not have the 
experience necessary to bring in con
tracts ·on schedule, on specification or 
on budget. Welbilt is a shining excep
tion. Says Don Crow of Tinker Air 
Force Base in Oklahoqia, contracting 
officer for the Bell Crank, "I wish all 
8(a) contractors would follow Wel
bilt's example." 

Impressed, GE has given Welbilt $2 
million in commercial orders, and is 
now negotiating to give it orders for 
$2 million to $3 mil.lion more a year 
for parts for its new generation of jet 
engines. Western Electric is complet
ing a deal that gives Welbilt a $2 mil
lion contract to make microwav~ 
communications equipment. Mar
iotta recently set up an export sales 
office and already has his first export 
sale, $130,000 worth of jet engine 
parts to Japan. 

Welbilt is winning these commer
cial contracts-plus two defense con
tracts under open bidding-because it 
has proved it can bring its .products in 
at a cheaper price than the customers 
can do it themselves. It has also 
shown it knows how to meet quality 
standards: GE inspects most outside 
contracting work at the factory before 
it is shipped; Welbilt's products can 
be shipped with no inspection other 
than its own. 

Welbilt is awaiting word on wheth
er it will get a five-year, $39 million 
contract to make internal combustion 
engines for the Army under a pilot 
program that gives the Small Business 
Administration, rather than the 
Army, the power to award defense 
contracts to minority firms. The en
gine is a durable, low-maintenance 
model that could be adapted for com
mercial use as well, in generation of 
electricity for emergencies or remote 
spots such as offshore oil rigs. Its pre
vious price and quality performance 
make Welbilt a strong contender. 
"That contract would help us to let go 
of our shackles with the SBA and be
come independent," says Mariotta. 
"We'll be able to sustain ourselves be
cause we [would] have a backlog that 
would be most favorable to any indi
vidual who would love to buy in, to go 
public, whatever." 

So Mariotta wants to go public? Not 
wants to; must .Without the SBA behind 
it, Welbilt needs commercial credit. 
The banks may be willing to lend mon
ey to Zaire or Poland but not to a 
company with a debt ratio of 3-to- l. 
Clearly, Welbilt needs-additional equi
ty capital and needs that big contract in 
order to attract it. Will John Mariotta 
and Fred Neuberger make it? Knowing 
how far they've come already, you've 
got to believe they will. • 
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MEM ORAN D L' M 

TH E WHI T E HO U SE 

WAS HI NGTON 

June 8, 1983 

MEMORANDUM FOR FRED F. FIELDING . 

FROM: 

SUBJECT: 

JOHN G. ROBERTS~ ? 

Welbilt and the Economic 
Development Administration 

Craig Fuller has inquired if our office can communicate with 
the Department of Commerce to expedite review of a proposal 
by Welbilt Electronic Die Corporation pending before the 
Economic Development Administration (EDA). Jim Jenkins 
brought the matter to Fuller's attention. Welbilt is a 
minority enterprise in the Bronx and has benefitted in the 
past from EDA loans and various programs designed to favor 
minority businesses. Fuller states that Welbilt "has 
attracted the interest and support of the community and thr 
administration." The nature of Welbilt's application before· 
EDA is not clear from the material provided by Fuller and 
Jenkins, but Jenkins asserts that Welbilt needs an answer by 
Friday from EDA or it may not be able to meet its payroll 
obligations. 

We should not, of course, attempt to persuade EDA concerning 
the merits of Welbilt's application. Nor should we urge EDA 
to expedite processing of Welbilt's request. Welbilt has 
made the urgency of its request known to EDA, and EDA can 
evaluate that urgency pursuant to its usual procedures and 
criteria. The most that we can appropriately do is advise 
EDA, through Commerce, that Welbilt has told the White House 
that it must have a decision by Friday, and EDA can do with 
that information whatever is appropriate. Since EDA already 
knows time is of the essence, nothing will be served by such 
White House action, and the action could easily be 
misinterpreted by Commerce and EDA, and misperceived by 
others, ·as White House pressure on the merits of the loan or 
the merits of the expedition request. Accordingly, I 
recommend no action, and have prepared a memorandum to 
Fuller so advising him. 

Attachment 



,, > 

THE WHITE HOUSE 

WASHINGTO N 

June 8, 1983 

. 
MEMORANDUM FOR CRAIG L. FULLER 

FROM: 

SUBJECT: 

ASSISTANT TO THE PRESIDENT 

FRED F. FIELDING Orig. signed by FFF 
COUNSEL TO THE PRESIDENT 

Welbilt Electronic Die Corporation 

You have advised this office that Welbilt Electronic Die 
Corporation requires a decision on its Economic Development 
Administration application by Friday, and inquired whether 
it would be appropriate for us to suggest to EDA, through 
the Department of Commerce, that the Welbilt application be 
reviewed on an expedited basis. Under the circumstances I 
do not believe such intervention by the White House would be 
appropriate. The most we could do would be to communicate 
Welbilt's concerns to EDA, but it is my understanding that 
Welbilt has already made clear to EDA the need for expedited 
consideration. Any communication from the White House could 
thus be misinterpreted by EDA and/or misperceived by the 
public as untoward and inappropriate interference, either on 
the loan decision or the decision to expedite, both of -Which 
are EDA's to make. 

FFF:JGR:aw 6/8/83 

cc: FFFielding 
JG Roberts 
Subj. 
Chron 

( 
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THE WHITE HOUSE 

WAS HIN GTO N 

June 8, 1983 

MEMORANDUM FOR CRAIG L. FULLER 
ASSISTANT TO THE PRESIDENT 

FROM: FRED F. FIELDING 
COUNSEL TO THE PRESIDENT 

SUBJECT: Welbilt Electronic Die Corporation 

You have advised this office that Welbilt Electronic Die 
Corporation requires a decision on its Economic Development 
Administration application by Friday, and inquired whether 
it would be appropriate for us to suggest to EDA, through 
the Department of Commerce, that the Welbilt application be 
reviewed on an expedited basis. Under the circumstances I 
do not believe such intervention by the White House would be 
appropriate. The most we could do would be to communicate 
Welbilt's concerns to EDA, but it is my understanding that 
Welbilt has already made clear to EDA the need for expedited 
consideration. Any communication from the White Hquse could 
thus be misinterpreted by EDA and/or misperceived by the 
public as untoward and inappropriate interference, either on 
the loan decision or the decision to expedite, both -of which 
are EDA's to make. 

FFF:JGR:aw 6/8/83 

cc: FFFielding 
JG Roberts 
Subj. 
Chron 
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MEMORANDUM FOR 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 7, 1983 

FRED F. FIELDING.- (/ 

CRAIG L. FULLER ~ 
Welbilt Electronic Die Corporation 

This morning, Jim Jenkins provided me with the attached 
information about Welbilt. EDA is considering a loan to 
Welbilt and has requested additional information before it 
can process a loan. Welbilt, by its letter of June 3, 1983 
which is attached, has attempted to provide EDA with the 
information requested and is now waiting for a decision by 
EDA. 

According to Jim Jenkins, Welbilt needs a decision by this 
Friday or it may not have sufficient funds to meet its 
payroll obligations. 

Welbilt has been an important and positive development in 
Bronx, New York and has attracted the interest and support of 
the community and the administration; however, I do not 
believe that my office can appropriately intervene in the EDA 
determination. 

Is it possible to communicate to the Counsel's office at the 
Department of Commerce and suggest that the Welbilt project 
be reviewed on an expedited basis to insure that Welbilt has 
a decision, one way or another, by the end of the week. 

My office will take no independent action. Please let me 
know if some action can be taken to hasten the process at 
EDA. 

Thank you. 
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Welbilt Electronic Die Corp. 595 Gerard Avenue, Bronx, New York 10451 

Tel. (212) 993-0500 

Telex NYK 147281 

June 3, 1983 

Mr. Craig Smith, Regional Director 
Economic Development Authority 
U.S. Department of Commerce 
Philadelphia, Pa 

Dear Mr. Smith: Ref: EDA letter o·f May 27, 19'83 

In response .to your letter of May 27, 1983, we believe that 
· our request is reasonable and within the goals set to help a small 
business concern reach a point in its growth when it must look to 
the private sector for financial support. 

Welbilt has grown from 50 to 350 employees since it obtained 
EDA's loan in 1980. Most of these new employees were classified 
as structurally unemployable before corning to Welbilt. They have 
been trained in the South Bronx at no cost to the government to 
operate the most efficient and sophisticated equipment in existence 
today. At the same time the cornp~ny has increased its sales from 
$1,500,000 to over $20,000,000 and profits of $3,000,000 in 1982. 
Welbilt pas also received the most coveted quality control award 
from the office of the Under Secretary of Defense (Research and 
Engineering} in May 1983 (see enclosures}. 

Welbilt has also been classified by Mr. Henry Jones, Director 
of Procurement at TACOM (Tank Automotive .Command) Warren, Michigan 
as critical to the national defense by being the sole source of two 
major critical contracts (Suspension and Cooling Kits) for the 
overhaul of the Mll3 Personnel Carriers involving $4,500,000 invested 
by the company on tooling in 1981/82 (see enclosures). Welbilt has 
been informed that if it fails, 3,000 Assembly Line Personnel at 
Texicana, Texas will be laid-off and national security will be jeo
pardized. 

Welbilt presently has a backlog of over $70,000,000 in Defense 
contracts and an irnpass between EDA and Bank Leumi of first position. 
on $1,800,000 of total collateral appraised at more than $12,000,000 
should not be a deterrent to delay this approval any longer. 

Continued ••••••••••• 

(1} ' 
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Welbilt Electronic Die Corp. 

letter to Mr. Smith/ Reg. Director - EDA June 3, 1983 

Page 2 

We will ,try to respond to your points as they were stated 
in your letter. 

1. The company has been operating without a working 
capital line of credit for three years. Due to 
the successful growth ·of the company's defense 
contract business, cash flow has become constrained 
because working funds are tied up in inventory. 
With the proper working capital line to supplement 
cash flow, EDA will be assured of timely payments:.: 
It is Welbilt's intention to bring its loan current 
and stay current for the term of the loan. 

2. The assumptions underlining the cash flow projections 
were sent last week under separate cover. We are 
enclosing a copy with this letter. 

You suggest in your letter that we delay payments to 
our vendors. Such actions if taken by Welbilt could 
slow production, increase CIA and COD requirements 
on Welbilt's cash flow, increase the risk of legal 
actions by vendors and cause default on loan agree
ments and other contracts. This is not a direction 
Welbilt wishes to take because it could have adverse 
results on Welbilt and the EDA. 

The accounts receivables today are in excess of four 
million dollars and will go as high as seven million 
dollars by April 1984. In addition, eleven million 
in Progress Payments are due to be collected on our 
current contracts. SBA is owed approximately 2.7 
million on its prior liens and Welbilt has repayed 
SBA approximately 2.5 million over the past four 
months. If we had not been forced to accelerate payments 
to this extent, we would be current with all our obligations 

3. Welbilt formally requests that EDA approve the proposal 
as set forth in the Bank Leumi letter of May 19, 1983. 
Consideration offered to EDA is as follows: 

a) We propose to make an advance payment of two monthly 
installments and intend to maintain two months in 
advance for the remainder of the schedule. 

b) Increase of interest rate on the direct loan by 
one quarter of one percent. 

Continued •.••••• 
(2) 

' 



'Ii ·, ' ' • ;., r • • 

'Nelbilt Electronic Die Corp. 

letter to Mr. Smith/Regional Director - EDA June 3, 1983 

Page 3 

4. In ~egard to consideration at the time of interest 
adjustment (if any) after five years Welbilt will 
give the same interest adjustment for the direct 
loan that is made for the guarantee loan. Increase 
interest rates have some impact on cash flow but 
have no effect on the collateral in this proposal. 
The EDA direct loan will be reduced over the next 
five years and there will be one guarantee loan 
open as all others would have matured by this time. 
If we consider the factors the EDA would have less 
debt and more collateral at the end of five years. 

5. Bank Leumi will exercise strict control on the 
disbursement of all funds received from this line of 
credit. 

6. We are aware that approvals take many weeks, however, 
this proposal has been before the EDA for several 
weeks. During this time the EDA was aware of the 
critical nature to the company of this proposal. 
Therefore, we think prompt action is appropriate. 
Moreover, we are_ concerned that any delay could 
cause severe problems for the company and undo the 
success that the company has made with the. cooperation 
of the EDA. 

Welbilt believes that based on its successful growth, profita
bility, quality of performance on its defense contract and its 
current backlog, ti.his request is justifiable and in the best interest 
of Welbilt, the EDA and the defense agencies on the contract. 

Very truly 

ION 

enclosures 
cc: s. Ed Morris 




