
        
            
                
            
        

    
    
      
        [image: masthead]
      

       [October 7, 2014]

      
        	
          Front Section
        

        	
          What's News
        

      

    

  
| Next section | Main menu | 




Front Section


	
Supreme Court Allows Gay Marriage to Begin in 5 States [A1] [Tue, 07 Oct 09:29]The U.S. Supreme Court effectively expanded the right of gay marriage to more than half the nation Monday as it let stand lower-court rulings that struck down bans in five states.



	
Corporations Call It Splits [A1] [Tue, 07 Oct 09:29]Hewlett-Packard’s decision to split comes as corporate giants are spinning off business lines and breaking themselves up at a near-record pace.







| Next section | Main menu | 





| Next | Section Menu | Main Menu | 


Supreme Court Allows Gay Marriage to Begin in 5 States
Justices Decline for Now to Make Nationwide Decision on Issue
Brent KendallJess Bravin












                The Supreme Court’s decision to not hear the appeal from states that want to keep a same-sex marriage ban in place does not settle the issue. What comes next? WSJ’s Jason Bellini has #TheShortAnswer
                
              




 



WASHINGTON—The U.S. Supreme Court effectively expanded the right of gay marriage to more than half the nation Monday as it let stand lower-court rulings that struck down bans in five states.
 The court’s surprise move, declining to consider the states’ requests to reinstate the prohibitions, signaled the justices feel no urgency to rule on whether same-sex couples nationwide have a constitutional right to marry. 
 The justices turned away appeals from Indiana, Oklahoma, Utah, Virginia and Wisconsin, all of which saw their bans on same-sex marriage thrown out by three different U.S. appeals courts in recent months.
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Those five states join 19 others and the District of Columbia in allowing same-sex marriage. Gay-marriage bans in six more states are in jeopardy because those states fall under the jurisdiction of the same appeals courts. 
 By sitting on the sidelines for now, the court also declined to break the momentum of gay-marriage advocates who have won in a number of states. 






















 The Supreme Court, as is its custom, offered no explanation for why it declined to intervene. 
 While the justices neither approved nor rejected the appeals court rulings against gay-marriage bans, “sometimes they act by inaction,” said 
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       an attorney who represents same-sex marriage proponents in the Virginia case. 
 The five states responded quickly, with county clerks starting to issue same-sex marriage licenses within hours. 
 Although Oklahoma is complying, Gov. 
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       a Republican, criticized the high court, saying, “The will of the people has now been overridden by unelected federal justices, accountable to no one.” 
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       a fellow Republican, said that “I believe states should have the right to determine their own laws regarding marriage. That said, we are a society of laws and we will uphold the law.” 
 Virginia Gov. 
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       a Democrat who backs gay marriage, said his state “is already well-prepared to implement this historic decision.” 
 The Supreme Court’s action surprised both sides, especially because antigay-marriage states and gay-rights advocates alike had urged the court to step in. Observers had expected a same-sex marriage case to be the marquee decision of the court’s 2014-15 term, which began Monday.










              Visitors stood in line to watch arguments on the first day of the new term of the U.S. Supreme Court on Monday, when the high court decided against making a nationwide ruling on gay marriage.
               Reuters









 It takes only four votes to accept a case for argument, so Monday’s orders, published with no dissents, suggested tactical moves by both sides.
 Justice 
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       and the court’s liberals, whose opinions have leaned toward same-sex marriage, may have withheld delivering a final blow for fear of outpacing public opinion that already is resolving the controversy in favor of gay rights.
 The court’s conservative wing may be placing bets that the Cincinnati-based Sixth U.S. Circuit Court of Appeals will uphold state restrictions, providing a stronger engine for an uphill climb against the expansion of marriage rights.
 But 
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       a law professor at the University of Pennsylvania, said the court’s move may suggest the marriage issue is all but decided. “There is no way the Supreme Court would allow those decisions to stand and go into effect if it was eventually going to rule the other way,” Mr. Roosevelt said. 
 Opponents of same-sex marriage voiced dismay. “I think it really borders on an abdication of the court’s responsibility for constitutional adjudication,” said lawyer 
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       who previously represented supporters of a California voter proposition banning same-sex marriage. Last year, the Supreme Court let stand a lower-court ruling voiding that measure. 
 Among the earlier decisions, the 10th U.S. Circuit Court of Appeals in Denver invalidated bans in Utah and Oklahoma after finding same-sex couples “are entitled to exercise the same fundamental right as is recognized for persons who wish to marry a person of the opposite sex.”
 Colorado, also in the 10th Circuit, said it would drop its defense of its marriage restriction and quickly expand matrimony to same-sex couples. In neighboring Kansas, the attorney general said his office was closely watching the legal developments. Wyoming’s attorney general didn’t immediately respond to a request for comment. 
 Virginia’s ban was struck down by the Fourth U.S. Circuit Court of Appeals, which also covers North Carolina, South Carolina and West Virginia. South Carolina’s attorney general vowed to continue defending its same-sex marriage ban, while the North Carolina and West Virginia attorneys general said they were reviewing their options.
 Meanwhile, gay-rights advocates began filing court papers seeking to force all states in the covered circuits to expand marriage rights immediately.
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       president of the group Freedom to Marry, said the Supreme Court’s action meant 60% of the American public lives in states where gay marriage could be legal. “But we are one country, with one Constitution, and the court’s delay in affirming the freedom to marry nationwide prolongs the patchwork of state-to-state discrimination,” he said. 













                The Supreme Court allowed gay couples to wed in five states that previously banned same-sex marriage. WSJ’s Jess Bravin and UPenn Law School's Kermit Roosevelt discuss. Photo: Getty
                
              




 



No appeals court has upheld a gay-marriage ban since a 2013 Supreme Court ruling called such restrictions into question, but other cases are in the pipeline, including the Sixth Circuit litigation, which covers laws in Kentucky, Michigan, Ohio and Tennessee. 
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If a future appeals court ruling upholds a state same-sex marriage ban, creating a split in the circuit courts, it is likely the Supreme Court would have to resolve the disagreement
 Mr. Olson said Monday’s orders could influence lower court judges considering similar cases.
 “If I were a federal judge in one of those other jurisdictions, I think I could read the handwriting on the wall,” said Mr. Olson, a U.S. solicitor general under President George W. Bush.
 Decisions invalidating gay-marriage bans have relied on the Supreme Court’s June 2013 ruling in U.S. v. Windsor, which struck down the 1996 federal Defense of Marriage Act’s denial of federal benefits for same-sex married couples. That 5-4 ruling split the court along ideological lines, with Justice Kennedy, a moderate conservative, joining the court’s liberal bloc to invalidate the law. 
 The Windsor majority said Congress had no legitimate purpose for undermining same-sex marriage in states allowing it. The justices on the same day, in a case on the California voter initiative, sidestepped whether the Constitution allows states to continue to ban such marriages. 
 Justice 
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       hinted at Monday’s outcome in September remarks at the University of Minnesota Law School. Because appeals courts so far have been unanimous in striking down gay-sex marriage bans, there was “no need for us to rush” back into the issue, she said. But she added, “Sooner or later, yes, the question will come to the court.”
 —John R. Emshwiller contributed to this article.
  Write to Brent Kendall at brent.kendall@wsj.com and Jess Bravin at jess.bravin@wsj.com 







This article was downloaded by calibre from http://online.wsj.com/articles/supreme-court-declines-to-rule-on-same-sex-marriage-1412603670
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Hewlett-Packard Split Comes as More Investors Say Big Isn’t Better
H-P Plans Breakup as Corporations Spin Off Businesses and Break Up at a Near-Record Pace
David BenoitTheo FrancisJames R. Hagerty









              Hewlett-Packard CEO Meg Whitman said Monday the two companies will be on very different courses. Shown, an ad for H-P in a Best Buy store.
               Getty Images









Corporate giants are spinning off business lines and breaking themselves up at a near-record pace, as size increasingly looks like a negative to investors concerned about fierce global competition and slower growth.
 Big had long been a synonym for better in corporate America—for CEOs expanding their companies and for investors looking for insulation from sudden changes in markets. But these days the sun isn’t shining on empire builders. Investors are pressing companies to part ways with slower-growing businesses and focus their efforts on more-promising operations.
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      , which helped invent the computer business, is moving away from PCs. 
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       is under pressure to separate its soft drinks and snacks divisions. Even the quintessential conglomerate 
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       is facing a renewed argument from a prominent Wall Street analyst that it makes no sense to be selling CT scanners and medical diagnostics along with power plants, aircraft engines and locomotives.
 Conglomerates have been built and dismantled before. But the new push is unusually forceful, driven by activist hedge funds that have amassed $111 billion in money to invest, according to industry tracker HFR, a war chest that lets them take on bigger and bigger targets.




Related
  	  Will Slimmer Make Stronger?  
 	  Heard on the Street: Printing a New Deal 
 	  H-P Move Highlights Disruption in Tech  
 	  Split to Set H-P on Different Courses  
 	  H-P CEO Whitman: Deals Are on the Table  
 	  H-P Failed to Keep Up With Market, CIOs Say  
 
 







Against that backdrop, corporations around the world have sold or spun off $1.6 trillion worth of subsidiaries and business lines so far this year, just behind 2007’s record-setting pace, according to data provider Dealogic. Some companies are moving in the opposite direction, such as with 
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      ’s $49 billion deal to buy satellite broadcaster 
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       Still, the pressure has changed the tone of discussions in the boardroom, where directors and executives are taking a closer look at their portfolio of businesses.
 Activist investor Trian Fund Management LP, which has successfully pressed for the breakup of companies as diverse as Kraft, 
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       PLC, argues that companies now have to earn the privilege of being a conglomerate. Its point is that diversifying rarely pays off, an argument it is pushing at Pepsi and chemical giant 




  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

    
        DuPont Co.
      
      

 Both of those companies are resisting the split-ups Trian wants, though DuPont has announced a plan to separate a unit that makes up about 20% of its revenue.
 Trian’s argument has some support in the data. Shares of North American conglomerates underperformed their more focused rivals by 11.4% on average from 2000 to 2010, according to a study from 
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       a finance professor at the University of North Carolina Kenan-Flagler Business School. Shares of companies that announced a spinoff outperformed peers by 6% in the three months around the announcement. Professor Shivdasani said Monday the data remained similar through the end of last year.
 H-P’s stock rose 4.7% on Monday after the company said it would split into two companies, one consisting of its personal-computer and printer businesses, the other selling computer servers, data-storage gear, software, consulting operations and other services for corporate-technology departments.
 Chief Executive 
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       said Monday that the two companies will be on very different courses. The new PC and printer business, HP Inc., will be milked for cash that will be earmarked for returns to stockholders. The other, Hewlett-Packard Enterprise, which Ms. Whitman will run, will focus on growth through a faster pace of investment in new products and through acquisitions, H-P executives said on a conference call with analysts.


















That sort of split is typical in corporate breakups. 
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       publisher of The Wall Street Journal, made similar decisions in separating their print-publishing businesses from faster-growing television or film businesses.
 It doesn’t always work as expected. When 
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       divided itself into three separate companies in 2011, hopes were especially high for one of those spinoffs, 
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       which makes pumps, valves and water-treatment equipment. But revenue growth has been sluggish since then, partly due to weakness in Europe and slow sales to public utilities. 
 Since the spinoff, Xylem’s shares have risen about 36%, while the S&P 500 has climbed 53%. Revenue, which was about flat in 2012 and 2013, will grow by as much as 3.7% this year, Xylem has projected. The company also has said it would benefit long-term from global population growth, water scarcity and environmental concerns.
 Meanwhile shares in ITT, which supplies brake pads for cars along with pumps used in oil, gas and chemical production, have more than doubled since the split. “We’re a lot closer to these businesses than we were previously,” said Chief Financial Officer 
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       explaining the benefits of the split. “If we see things not going a certain way, wecan move in and take action a lot sooner.”
 A classic split-up story involved 
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       In an effort to diversify, the tobacco company acquired 
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       in 1988. But the company, now called 
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       Group Inc., spun Kraft fully off to shareholders in 2007 and a year later spun off its international operations as Philip Morris International. In 2012, Kraft separated from its faster-growing global snacks operations, 




  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

    
        Mondelez International Inc.
      
      

 Today, Altria and its progeny have a combined market capitalization of $315 billion, up 71% from 2007, before the Kraft spinoff. By contrast, the S&P 500 has gained 38.5% during that period.
 One big company that has long defied the trend toward more focus is 
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       The St. Paul, Minn.-based company produces adhesives, abrasives, coatings and films used in thousands of industrial and consumer applications. Its vast array of products includes Scotch tape, films used to brighten computer screens, adhesives used in making cars, and electronic book-tracking systems for libraries.
 The question of breaking up 3M hardly ever comes up in discussions with investors, partly because 3M has been a very consistent generator of profits, said 
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       managing partner of Vertical Research Partners in Stamford, Conn. The company has increased its dividend in each of the past 56 years. 3M shares are trading at about 17 times estimated earnings for 2015, compared with 15 times for General Electric and 




  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

    
        United Technologies Corp.
      
      



  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
      , Mr. Sprague said. “It’s hard to make an argument that you need to do any kind of radical surgery,” he said.
 General Electric also remains a defender of the model. Chief Executive 
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       says GE is able to spread the wealth of its research-and-development operations across disparate businesses—such as using similar technological advancements to improve efficiency in its jet engines, gas-power turbines and locomotives.
 Still, GE has responded to investor discontent and a long-dormant stock price by shedding elements of what Mr. Immelt has branded “noncore” businesses. In recent years, Mr. Immelt sold off NBCUniversal, cut a deal to exit the appliances business and oversaw an initial public offering of the company’s retail-finance operations at GE Capital.
 GE’s stock remains stuck near $25 a share, down 10% this year, and some on Wall Street want the company to go further. 
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       a research analyst at Barclays Capital, said earlier this month that investors increasingly want GE to shed its $18 billion health-care business, and that GE should at least evaluate the possibility of breaking itself up.
 On Monday, GE announced a new chief for its health-care business, and Mr. Immelt reiterated that it is a core part of the company.
 “The thesis of trying to optimize shareholder value by either splitting off or maintaining a co-mingled business is one that is debatable by company,” said 
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       a manufacturer of furniture, automobile components and other products such as drawn steel wire. “My concern is that if we were to split our businesses apart, it wouldn’t necessarily improve profitability. Contrarily, I think that it would increase the amount of overhead and cost of oversight.”
 Finance researchers say investors tend to put a “diversification penalty” on companies that try to do too much. Announcing a spinoff typically boosts to the parent company’s stock by about 3.3% better than market returns, according to an analysis of existing research compiled by Dartmouth finance professor 
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       of the Norwegian School of Economics in Bergen.
 Longer term, the results are less clear. Across 166 spinoffs since 1980 in which a parent company with revenues of $1 billion or more sold a unit to investors through an IPO, returns have roughly matched the market, says 
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       a University of Florida finance professor who tracks IPOs. Recent studies of other spinoffs arrive at similar conclusions.
 The trend is good for Wall Street. According to Dealogic, corporate breakups have produced a bonanza for investment banks—$9.4 billion in fees so far this year.
 —Bob Tita, Dana Mattioli and Ted Mann contributed to this article.
  Write to David Benoit at david.benoit@wsj.com, Theo Francis at theo.francis@wsj.com and James R. Hagerty at bob.hagerty@wsj.com 
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Turner said it is [Tue, 07 Oct 09:29] Turner said it is cutting 10% of its staff, part of a plan aimed at freeing up funds for programming and technology. 



	
H-P confirmed it is [Tue, 07 Oct 09:29] H-P confirmed it is splitting up, with one half continuing PC and printing operations and the other selling products and services to big firms. 
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Time Warner’s Turner Broadcasting to Cut About 10% of Jobs 
Layoffs Totaling 1,475 Are Aimed at ‘All Levels,’ Will Free Up Funds for Programming, Technology
Keach Hagey









              Turner generates about half of Time Warner’s operating profit. Pictured, TNT show ‘Murder in the First’ with Taye Diggs and Kathleen Robertson.
               AP
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      ’s Turner Broadcasting unit said Monday that it plans to shed 1,475 jobs, or 10% of its workforce, part of a cost-cutting plan aimed at freeing up funds to invest in programming and technology. 
 News of the layoffs, which the company said would come “at all levels,” with the notification process beginning immediately, came on the same day that Turner, along with ESPN majority-owner 
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      , said it would open its wallet for a costly media-rights deal with the National Basketball Association. The league will nearly triple what it collected annually from those companies under an earlier contact. 
 The two announcements show the challenge facing Turner Chief Executive 
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       whose mission is to turn around the unit’s ratings. Turner houses cable channels TNT, TBS and CNN. 
 The reruns that have populated Turner’s biggest entertainment channels have lost some of their luster, and live sports is becoming an increasingly important—and therefore ever-more expensive—driver of live viewing. While Turner owns some of the largest general-entertainment channels on television, it is struggling with steep ratings declines at several of its networks. 
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This summer, Time Warner rebuffed a takeover bid from 
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       is under pressure to show Wall Street the company can deliver growth—and a higher stock price—on its own. (21st Century Fox and Wall Street Journal owner News Corp were part of the same company until last year.) 
 In New York trading Monday, Time Warner shares fell 1.2% to $73.82. 
 While Mr. Martin unveiled a restructuring plan dubbed “Turner 2020” before Fox’s approach became public, the takeover bid increased the urgency for Time Warner to show investors a turnaround plan. Turner generates about half of Time Warner’s operating profit and was one of the key areas that Fox thought it could run better, according to people familiar with the matter. 
 “It’s our responsibility as business leaders to focus Turner’s talent pool where individuals and groups will deliver the greatest return for the company, for Time Warner and for our shareholders,” Mr. Martin said in a memo on Monday.
 In a nod to widespread rumors that Turner was weighing moving its headquarters out of Atlanta in a restructuring, the company said the city would “remain the company’s largest employee base, with more than 5,500 full-time employees.” 
  Write to Keach Hagey at keach.hagey@wsj.com 
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Hewlett-Packard: Will Slimmer Make Stronger?
CEO Meg Whitman Says Breakup Makes Firm Nimbler, but the Same Pricing, Competition Problems Persist
Shira OvideRachael King









              Ms. Whitman said the H-P breakup would enable the new company to invest in products and acquisitions.
               ChinaFotoPress/Getty Images









 Large companies can benefit by breaking up into smaller pieces, but 
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      ’s split exposes an uncomfortable reality for Chief Executive 
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      : Her new, slimmed-down company will be on no steadier footing than the current H-P.
 H-P said Monday it will cleave itself in half. The new HP Inc. will carry on H-P’s personal computer and printing operations while milking them for cash. 
 The other part, Hewlett-Packard Enterprise, will sell H-P’s products and services for large companies, including computer servers, data-storage equipment, software and consulting.
 In a conference call announcing the breakup, the company billed Hewlett-Packard Enterprise as a growth engine. However, that side of H-P, which Ms. Whitman is slated to run, is stalled. Revenue in the enterprise portions of H-P slipped 3.2% in the nine months ended July 31, compared with a year earlier. Earnings before taxes fell 6%.




















Ms. Whitman said the breakup would make the new company more nimble and enable it to invest in products and acquisitions to better address its market. 
 In an interview Monday, Ms. Whitman said the breakup would sharpen executives’ ability to attack the enterprise company’s challenges. “I believe that this focus will actually help us,” she said. 
 The new company—like the current H-P businesses it absorbs—will be squeezed by price-chopping hardware vendors such as 
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       on one side and high-end software specialists like 
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       and VMware Inc. on the other.
 H-P’s bright spots are in areas like so-called converged systems, or hardware platforms that unite storage, networking and computing. And H-P is a promising new entrant in networking gear that funnels Internet traffic, putting pressure on market leader Cisco Systems Inc., said 
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The catch, he said, is Ms. Whitman’s enterprise company will need more money to invest in or buy its way into other emerging areas of business technology. She no longer will have the steady flow of cash generated by the PC and printing group.
 “H-P on the enterprise side, they’ve been behind the eight ball. The jury is still out as to what this strategic move does for their growth,” said 
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       a technology analyst with FBR Capital Markets.
 Wall Street reacted warmly to H-P’s breakup, as it did to eBay Inc.’s announcement last week to split its auction business from the PayPalpayments business. H-P shares rose 4.7% Monday to $36.87.
 However, where PayPal gained opportunities by separating from eBay, dividing H-P confers few such advantages and may create problems. Without the PC-and-printing operation under the same roof, H-P can’t as easily sell packages of computing gear, servers, consulting services and software to corporate-technology departments. 













                Hewlett-Packard Co. plans to break in two in an attempt to improve its fortunes. WSJ's Joann Lublin discusses with Simon Constable on the News Hub. Photo:
                
              




 



The slimmer companies that result also may lose clout and pricing power with suppliers of computer chips and other hardware parts.
 The breakup of the 75-year-old Silicon Valley pioneer is the latest in a series of dramatic steps taken by some of the world’s biggest sellers of corporate technology. The current market leaders achieved dominance by displacing formerly entrenched rivals. Now, however, they are threatened by younger competitors as they struggle to adjust to tectonic shifts in how companies buy and use technology.
 
Larry Ellison
stepped down last month from the CEO role at Oracle after 37 years, as his company navigates tumult in its product lines. Michael Dell last fall grew frustrated with investors and led a $25 billion deal to return Dell Inc. to his control. Both Intel Corp. and Microsoft Corp. in the past 18 months turned to a new generation of leaders for a fresh eye on their challenges.
 H-P may not be standing pat after the breakup, either. H-P and data-storage company 
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       recently discussed a potential merger, and a separation of H-P’s PC-and-printer operation was a part of those talks, according to people familiar with the matter.













                Tech company Hewlett-Packard has announced that it will separate its personal-computer and printer businesses from its corporate hardware and services operations.
                
              




 



H-P and EMC could continue to explore a tie-up, though the odds of such a deal ultimately occurring aren’t high, people familiar with the matter said.
 Ms. Whitman on Monday declined to address discussions with EMC or other potential merger candidates. 
 Executives said Monday that H-P was restricted from repurchasing shares of the company’s stock, because it had “material, nonpublic information”—a sign H-P has been discussing acquisitions or sales. People familiar with the matter said the statement referred to possible deals, including with EMC.
 If Ms. Whitman keeps the hand she was dealt, Hewlett-Packard Enterprise will inherit a tough competitive position. 
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H-P has been slower than most other corporate-technology sellers in pushing into emerging areas such as cloud computing, mobile technology and services to help organizations modernize.
 H-P is the world’s largest seller of the most popular type of computer servers, according to research firm Gartner Inc., but that business is facing lower margins and greater competition. 
 The H-P division anchored by servers, storage gear and other corporate hardware reported a 7.4% decline in earnings before taxes during the nine months ended July 31. 
 That division will be Hewlett-Packard Enterprise’s biggest revenue contributor. At the same time, Lenovo and Dell have pledged to win market share in servers.
 H-P has introduced software tools to help companies manage their sprawling data centers and link them into clouds. 
 The company’s high-margin software business remains small and troubled. Software has accounted for less than 4% of H-P’s total revenue, and sales in that business fell during the most recent quarter from a year earlier.
 H-P also has acknowledged hiccups in its outsourcing and support operations, which mostly consist of the EDS business H-P bought for $13 billion in 2008. H-P faces a squeeze there, as well, between high-end consulting operations like 




  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  

    
        IBM




  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
  
      ’s and software exporters such as 
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       H-P said revenue from services fell 6.9% over the past nine months.
 —Dana Cimilluca and Joann S. Lublin contributed to this article.
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