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I would l i k e  t o  t a k e  a few minutes t o  s t a t e  what I be- 

l i e v e  o u r  t a s k  i s  and how w e l l  we a r e  t o  do it. CUDC, i n  t h e  

form of  CUC, was founded t o  prov ide  p r o f e s s i o n a l  s e r v i c e  i n  

t h e  a p p l i c a t i o n  o f  computers t o  t h e  problems o f  s o c i e t y .  ~t 

was founded a s ,  and con t inues  t o  be ,  a  p r o f i t  o r i e n t e d  company 

f o r  t h r e e  r ea sons :  

F i r s t ,  c a p i t a l  i s  r e q u i r e d  t o  run any bus ines s  and t h e  

people  who provide  t h a t  c a p i t a l  r e q u i r e  t h a t  a r ea sonab le  re- 

t u r n  be earned.  

Secondly,  p r o f i t  g i v e s  us t h e  mechanism t o  reward and g i v e  

i n c e n t i v e  t o  e n e r g e t i c ,  c r e a t i v e ,  r e s p o n s i b l e  people .  

Thi rd ,  and n o t  t h e  l e a s t ,  p r o f i t  making a b i l i t y  i n  ou r  

s o c i e t y  i s  a measure o f  exce l l ence .  The management i n  t h i s  

company a r e  i n d i v i d u a l s  who want t o  be t h e  b e s t .  They want 

t o  be a p a r t  of  t h e  b e s t  company. P r o f i t  i s  a t  l e a s t  one mea- 

s u r e  of  ou r  exce l l ence .  

The s e r v i c e s  t h a t  CUDC r ende r s  a r e  based on t h e  i n t e l l e c t u a l  

c a p a b i l i t i e s  of people .  Fundamentally, t h e r e  a r e  t h r e e  k inds .  

F i r s t ,  i s  problem d e f i n i t i o n  i n  computer s o l v a b l e  t e rms;  

second,  computer system des ign  and implementation;  and t h i r d ,  

t h e  economic management of  t h o s e  two s k i l l s .  These t h r e e  -- 

A p p l i c a t i o n s ,  Programming and Management -- a r e  fundamental t o  t h e  

o p e r a t i o n  of  t h e  company. I t  i s  my f i r m  b e l i e f  t h a t  CUC and CUDC 

w i l l  on ly  ach ieve  cont inued  succes s  through e x c e l l e n c e  i n  a l l  

t h r e e  of  t h e s e  a r e a s .  Each a r e a  i s  a s  much a p r o f e s s i o n  a s  t h e  



others. Each area requires its own skills, its own experience, 

and its own integrity. The three are brought together by the 

underlying need in all these areas for computer competance. 

But we cannot have people with mediocre capability in all these 

areas. We must have individuals outstanding in each area, who 

are better than mediocre in the other two. 

This is not a new idea. While it may only have been 

stated implicitly in the recent past, it clearly is the found- 

ation of the company. There is an article in the 10th Anni- 

versary CU-BITS called "How It All BeganN,and I would like to 

repeat it here. 

John Sheldon, one of the founders, came to see Elmer Kubie. 

He stated that, "The difficulty he was having as an independent 

consultant was that he lacked programming capability to imple- 

ment the applications that he was concerned with." Clearly, 

here are the first two elements about which I have spoken. 

John's suggestion to Elmer was, "Start our own company right 

now. I'll work in science -- you manage the firm." There was 

the third element. 

Think of the failures and unsatisfactory contracts that 

you know about. They all resulted from weakness in two of the 

three areas. Great designs are poorly implemented and poorly 

managed. Look at the contracting jobs which are outstanding 

successes. You will find behind them a person who really knows 

what is to be done, a person who really knows how to do it, and 

a person who really keeps track of both of those things in terms 

which make sense to the client. 



To summarize a g a i n ,  CUDC i s  i n  t h e  p r o f i t  making b u s i n e s s  

o f  p rov id ing  s e r v i c e  t o  t h e  u s e r s  of  computer power. We must 

map a  c l i e n t ' s  problem t o  an economic, computer s o l u t i o n  by 

Management, A p p l i c a t i o n s ,  and Programming know-how. 

The above i s  a  g e n e r a l  s t a t emen t  of what w e  do -- l e t ' s  t r y  

t o  be more s p e c i f i c .  F i r s t ,  each y e a r  w e  s e t  very s p e c i f i c  

f i n a n c i a l  g o a l s .  W e  s t r i v e  f o r  a  p r o f i t ,  b e f o r e  t a x e s ,  f o r  per-  

sonne l  s e r v i c e s  of 1 2  p e r  c e n t  of s a l e s .  Secondly,  we s t r i v e  

f o r  a  revenue growth o f  between 3 0  and 4 0  p e r  c e n t .  How do I 

p i c k  those  numbers? F i r s t ,  p r o f i t  a s  a  p e r  c e n t  o f  s a l e s ,  i s  a  

measure of  t h e  q u a l i t y  of o u r  work. Experience has  shown t h a t  

when t h i n g s  a r e  run w e l l ,  i t  i s  r e l a t i v e l y  ea sy  t o  ach ieve  1 2  

p e r  c e n t .  To ach ieve  more than  1 2  p e r  c e n t  probably would r e -  

s t r i c t  growth, and would p reven t  o u r  responding t o  unusual  

o p p o r t u n i t i e s .  To ach ieve  l e s s  would probably be mortgaging o u r  

f u t u r e  i n  t e r m s  of  doing poor work. While t h a t  might n o t  be t h e  

D e s t  way t o  d e r i v e  an o b j e c t i v e ,  it i s  my o b j e c t i v e  f o r  t h e  n e x t  

few y e a r s .  

Why grow? One reason i s  t h a t  a l l  o f  you want t o  grow. 

Another reason i s  t h a t  t h e  i n d u s t r y  has  shown t h a t  bus ines ses  

which do n o t  grow, s b r i n k .  S ince  bus ines ses  a r e  made up of  

people ,  t h a t  i s  n o t  s u r p r i s i n g .  Unless aman i s  cha l lenged  i n -  

c r e a s i n g l y  each y e a r ,  h i s  c a p a b i l i t i e s  d e c l i n e .  I f  an a t h l e t e  

d o e s n ' t  run a g a i n s t  h a r d e r  and ha rde r  compe t i t i on ,  he d o e s n ' t  

p rog res s .  The same i s  t r u e  of bus ines s .  

T h i r d l y ,  we want t o  do t h e  t h i n g s  t h a t  growth provides  

t h e  c a p a b i l i t y  of doing -- f o r  example: i n c r e a s e d  t r a i n i n g  



programs, company sponsored research and development projects, 

increased salaries, more opportunities for individual growth. 

I set the range of goals and growth at 30 - 40 per cent. 

More than 40 per cent usually leads to quality loss. Less than 

30 per cent shows a fundamental break with our historical cap- 

ability. As a matter of fact, anything less than 40 per cent 

is less than we have been able to accomplish over the last few 

years. 

Our MAP business has grown 42 per cent between 1965 and 

1966, 47 per cent between 1966 and 1967, and it is budgeted to 

grow 37 per cent between 1967 and 1968. While the previous 

charts on our fixed quarter performance showed that we might 

qot meet that, I would like to make two comments. 

First, the reason we won't meet it is not that we did not 

get the business, it is that we executed it poorly. Secondly, 

I am not yet convinced that we cannot meet it for this year. 

Our CTS business has grown 73, 45 and 108 per cent over 

the same time period. Processing grew 35 per cent between 1965 

and 1966, 12 per cent between 1966 and 1967, and it actually 

is budgeted to shrink in 1968. As you will see later, we are 

taking steps to improve the spread of our processing capability 

to offices outside New York. The goal for 1968 was set low 

because of some pending conflicts with our competitors. Pro- 

grams are actively under way in New York to provide extension 

of that growth figure next year. Other offices are doing similar 

things by obtaining processing contracts for the MAP work they 



produce. Finally, CUFM is scheduled to increase 135 per cent 

between 1967 and 1968. 

Summarize: Our goals are to develop MAP at a figure of 

approximately 40 per cent a year. Variations from year-to-year 

will be based on prospects as we see them at that time. These 

prospects are always a result of the individual projections 

of your individual managers. Secondly, we will achieve a pro- 

fit margin on that business of at least 12 per cent. Thirdly, 

we will initiate and expand other services such as CUFM, pro- 

cessing and CTS to increase the growth rate and to increase the 

profit margin above 12 per cent for the company as a whole. 

These financial goals are tied to the fundamental service 

concept of the company. These goals are not only compatible 

with the service we provide, they are only achievable if, in 

fact, we do provide all three of these services. Providing 

only one service is a different business than we are in. Every 

project, every office, every man who is in trouble today, has 

clearly failed to recognize this truth. It is the foundation 

on which our business is based. 

For example, body shopping is clearly not our business. 

One or two years ago, this kind of business happened to be 

profitable, but I wonder if the people who sold that yesterday 

can survive on it today. 

How are we going to achieve these goals? We have, today, 

the capability to achieve these goals over the next three to five 

years through MAP (formerly knows as A&P), our Informaticn Ser- 

vices, our Machine Operations Services, and by Installation 



- 
Management. MAP by i t s e l f  can meet t h e  growth and p r o f i t  ob- 

I 

j e c t i v e s  mentioned above. How do I know? Those o b j e c t i v e s  

a r e  l e s s  than  what has  been achieved i n  t h e  p a s t .  The com- 

p u t e r  i n d u s t r y  con t inues  t o  grow. Every q u a r t e r  more bus ines s  

i s  r e p o r t e d  i n  EDP Weekly i n  t h e  MAP a r e a  t han  i s  needed f o r  us 

t o  ach ieve  o u r  y e a r l y  growth o b j e c t i v e ;  bus ines s  t h a t  we d o n ' t  

even b i d  on. 

Secondly,  Informat ion Se rv i ces  such a s  QUIP, CUCU, and 

Computer L e t t e r s  a r e  from now on going t o  be judged by t h e  

same g o a l s .  W e  a r e  going t o  g i v e  New York c r e d i t  f o r  t h e  u se  

o f  QUIP i n  o f f i c e s  o t h e r  than  i t s  own t o  some e x t e n t .  Any 

o f f i c e  which develops  a s e r v i c e  and proves  i t s  worth ,  w i l l  g e t  

t h e  same t r ea tmen t .  We w i l l  have t o  f i n d  ways t o  make them 

grow and be p r o f i t a b l e  i n  suppor t  of  ou r  o b j e c t i v e s .  

Machine Se rv i ces  a r e  d i f f e r e n t .  They a r e  meant t o  sub- 

s i d i z e  MAP and Informat ion  Se rv i ces  by g i v i n g  us t h e  o p p o r t u n i t y  

t o  have machines i n  t h e  house. Thus, t hey  a r e  go ing  t o  be 

judged f i r s t  on t h e  e x t e n t  t o  which they  s t r e n g t h e n  o u r  a b i l i t y  

t o  ach ieve  o u r  o t h e r  g o a l s .  I n  a d d i t i o n ,  t hey  w i l l  be judged 

on t h e i r  d i r e c t  c o n t r i b u t i o n  t o  t h o s e  g o a l s .  

The second reason  t h a t  we need t o  p rov ide  machine s e r v i c e s  

i s  t o  emphasize and reward t h e  importance of  p r o f e s s i o n a l  opera- 

t i o n s  of  l a r g e  s c a l e  d i g i t a l  computers. 

A combination of MAP and machine o p e r a t i o n  i s  i n s t a l l a t i o n  

management, commonly r e f e r r e d  t o  a s  CUFM. The e f f o r t s  i n  t h e  

l a s t  18 t o  2 0  months have been o u t s t a n d i n g  compared t o  what 



w e  d i d  i n  t h e  p a s t  i n  CUC. They a r e  t e r r i b l e  compared t o  

what w e  should do. S t eps  a r e  going t o  be  taken  immediately 

t o  improve t h i s  s i t u a t i o n .  

Branch o f f i c e s  a r e  a  fundamental i n s t rumen t  through which 

CUDC o f f e r s  s e r v i c e  t o  i t s  c l i e n t s .  W e  use  t h i s  approach f o r  

two reasons .  F i r s t ,  we b e l i e v e  t h e  c l i e n t s  must be  s e rved  

where they  a r e  - n o t  where we a r e .  Secondly,  f o r  a  man who 

has  a b i l i t y  and a  d e s i r e  t o  t a k e  r e s p o n s i b i l i t y ,  t h e  branch 

o f f i c e  concept  g i v e s  him t h e  chance. Sure ,  t h e r e  a r e  many 

problems wi th  t h i s  approach.  I t  i s  i n e f f i c i e n t  i n  t h e  use  of  

s c a r c e  t a l e n t .  I t  makes people  f a c e  up t o ,  and r e s o l v e ,  ha rd  

problems. A l l  o f  t h e s e  a r e  d e t a i l s ,  however, and can be solved.  

Y e s ,  t h e r e  w i l l  have t o  be changes i n  how we handle  i n t e r - o f f i c e  

b i l l i n g , b u t  it w i l l  be  c a r e f u l l y  worked o u t  t o  make c e r t a i n  

t h a t  t h e  r e s u l t  o f  any change w i l l  i n c r e a s e  o u r  c a p a b i l i t y  t o  

meet ou r  g o a l s ,  n o t  h u r t  it. 

To summarize, we w i l l  grow by about  4 0  p e r  c e n t  a  yea r .  

W e  w i l l  ach ieve  a  p r o f i t  margin of  a t  l e a s t  12 p e r  c e n t  i n  MAP, 

and we w i l l  do t h i s  by being ou t s t and ing  i n  t h e  d e f i n i t i o n ,  i m -  

p lementa t ion  and management of in format ion  systems.  Every new 

a p p l i c a t i o n  o f  t h e  fundamental c a p a b i l i t i e s  which go i n t o  ou r  

p r e s e n t  s e r v i c e s  w i l l  meet t h e  t es t  o u t l i n e d  above. 

I t h i n k  you ought  t o  unders tand t h a t  you have many re- 

sou rces  a t  your command, l i m i t e d  on ly  by y o u r s e l f .  Even t h e  

s m a l l e s t  o f f i c e  i n  CUC i s  f i n a n c i a l l y  s t r o n g e r  and has g r e a t e r  

personne l  numbers t han  t h e  e n t i r e  company d i d  s i x  y e a r s  ago. 

The t r i c k  i s  t o  u se  them. You have t o  know who your c l i e n t s  



a r e .  You have t o  know who your  p r o s p e c t s  a r e .  You have t o  be 

a b l e  t o  l i s t e n  t o  what t hey  want,  and you have t o  f i n d  a 

way t o  prov ide  what t hey  want,  and you have t o  p rov ide  i t  a t  

a  p r o f i t .  No c l i e n t  expec t s  t o  g e t  something f o r  no th ing ,  

even though he w i l l  t r y .  Don ' t  be ashamed t o  b i l l  your  s e n i o r  

people ,  and d o n ' t  be ashamed t o  make your  s e n i o r  people  b i l l -  

a b l e .  You are,  a f t e r  a l l ,  s e l l i n g  a very  s c a r c e  commodity i n  

t h e  advice  and counse l  of  a s t a f f  a n a l y s t  o r  s e n i o r  s t a f f  

a n a l y s t  o r  p r i n c i p a l  a n a l y s t .  

Again, I would l i k e  t o  summarize. This has  been,  and i s ,  

and i s  going t o  con t inue  t o  be ,  t h e  b e s t  company i n  t h e  world 

f o r  t h e  a p p l i c a t i o n  o f  machines t o  r e a l  problems. Our r o l e  

i s  t o  d e f i n e  t h e  a p p l i c a t i o n s ,  implement good systems,  and t o  

manage o u r  c a p a b i l i t i e s  t o  t h e  c l i e n t s  and t o  t h e  company's 

advantage.  

W e  a r e  n o t  on ly  going t o  p rov ide  t h e  b e s t  s e r v i c e ,  w e  

a r e  going t o  p rov ide  t h e  b e s t  cont inuous growth i n  t h o s e  a r e a s  

where w e  work. Some day we may branch o u t  and buy paper  m i l l s ,  

i n su rance  companies, and wholesale  g r o c e r s .  That  day w i l l  

come only  when it i s  t o  t h e  advantage of t h e  people  l i k e  you 

and your t e c h n i c a l  people  who make t h i s  company g r e a t .  Growth 

f o r  g rowth ' s  sake  seems u s e l e s s  t o  u s .  I l e a v e  it t o  you t o  

MAP your  own f u t u r e .  
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