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10.0 INiROOOCTICN 

Chapter 10 

INSUR~CE PROOOCTS ,tHO 
SERVICES - EQUlMATICS 

As described in Chapter 4, in 1972 Infornlatics entered into a joint venture 
agreanent with The Equitabl eLite Assurance SI;)c1ety of the United States for the 
formation of a computer services company to specialize in and provide software 
and data processing services to the insurance industry. This canpany was dubbed 
Equimatics Inc., and became one of the most successful business achievanents of 
Infonnat1cs~ Inc. Just as the acquisition of Advanced Infonnat'lon Systans and 
its creati on and' market; ng of MARK IV enabl ed Informati cs to become the maj or 
independent software product supplier for l,arge-scale systans dur'ing the 1970's, 
Equimatics enabled Informatics to become the leading supplier' of insurance
oriented software products and to become a ma,jor' data services slipplier. 

The establ i shment of Equimati cs as a j oi nt venture. its e,arly eftorts at 
perfonning custan sof"blare services for Hane Ufe Insurance Co .. its acquisition 
of United Systems International, and its subsequent merger with Informatics are 
described ~n Sections 4.4.4 and 4.5. The activities of Equima·tics brought to 
the Informatics family a new set of succE~ssful and very advanced software 
products des1 gned excl usively to meet the needs of 1 ife insurance canpani es. 
These products were obtained by the aggressive acquisition of a fledgling 
canpany known as UnitE~d Systems International (USI) which. just as Advanced 
Infor"lllati on Systems h,ad buil t the foundati on for MARK IV, was graduallY 
devellop1ng a canprehens1ve on-line life insurance policy issue and maintenance 
SystE:m under the direction of its foresighted president Paul Wrotenbery. Headed 
by Werner Frank as its pres; dent, Equimat1 cs became the cornerstone of 
Informatics corporate development and financ1al growth in the 1970's. It paved 
the way for the acquisition of Infol"lllatics by The Equitable and the pursuit of 
an ambitious five year plan. Under that p"lan, by the total reinvestment for 
three years of all profits into new products ar'ld services, Infonnatics grew to 
$112 millic)n in annual revenues by 1979. 

It was through Eql.limatics that Informatics was abl e to reenter the data 
services market within three years after experiencing humilat1ng financial 
losses from th i s market in 1970, after it ,acqui red several batch computer 
servi ce . burea us (f or deta 11 s see Secti ons~ 4.2.5, 4.2.6, 12.2 and 12.3) • 
Sponsorship of The Equitable enabled Equ1matics to establish a data center and a 
timesharing network for insurance-oriented services. Two years later in 1974 
when Informatics merged with Equimatics (a:s described in Section 4.5), the 
canpany wa.s abl e to use th1 s insurance canputi ng servi ces network to bootstrap 
its way into the broader data services market by providing se:rv1ces to other 
industries as well. 

Equimatics origin.!:, began in 1966. when a company in Dallas, Texas, 
Con sol i dated Life Systans (CLS) began developing a number of batch modul ar 
programs compatible with 62 CFO. The latter 'was a batch systan for the IBM 1400 
canputers. created in 1962. whi ch had been cLdopted for use by approximately SO 
percent of the top 400 1 ife insurance compani es to handl e mai ntenance of records 
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for "individual 11fe" policies. CFO II was an improved version of this system 
which ran on the IBM 360 and was released during 1969 by IBM. a..S developed a 
new business reporting system (1967), an a!~ent's production accountin:g system 
(1968), a convnission accounting system (1968), a general ledger accounting 
system (1968), and a credit life system (1969). 

In 1969 Consoli datd L 1fe Systans was mEirged wi th United C4:mputer Serv1 ces 
which, as described 1n Section 2.1.11, was formed by Spec Bradley in 1968 to 
offer systans and processing services to thei life insurance industry. The new 
combi ned enti ty was renamed United Systans .Internati onal (US!). New management 
was brought 1 nto USI 1 n 1970 when Paul Wrotenbery and J aTles Por1~:er were 
recruited from a compet1tor 1n Austin, Te>:as, known at that time as Tracor 
Canputing Canpany. When CFO II was released, USI created, durin~g 1972, improved 
vers10ns of thei r programs and developed iaddit1ona1 i nsuranoe val uati on and 
pol i cy exhi bit systans. The 62 CFO products sol din the range of for $3,000 for 
the general ledger system to $18,000 for the credit life system. Th,!a CFO II 
versions had a narrower price spread ranging fran $5,000 for the genera'l ledger 
systan to $12,000 for the pelf cy val uati on system. (1) 

When Equ1mati cs acqui red USI in March 1972, it was rencrned thei United 
Systems Division (USD) in Dallas, Texas undler Paul Wrotenbery, vice president: 
and general manager, and conti nued to provi de 1 nsurance software products and 
associated professional services to life insurance companies nat'ionwide, 
reporting to Werner Frank. It also provided Texas-based data services to small 
insurance companf es in the Dall as-Fort Worth area. 

The other part of Equimatfcs, the Fairfield Data Services Division in New 
Jersey under John "Jay" Callanan provided rl5mote data services, mostly to The 
Equi tabl e. After the merger wi th 1nf onnati cs, the Fai rfi el d organizati on, under 
Callanan, became the Data Services Division <:If InformatiCS Canput1ng Technology 
Canpany, reporti ng to Richard Kaylor. Eventually it became thEI Data Serv1 ces 
Operation of the Data Services Group, as described 1n Section 12.4. 

After the merger with Infonnatics, the USD organization beccll1le The 
Equimatics Canpany, with Wrotenbery as president, reporting directly te) Walter 
Bauer. Next 1t becaml3 part of the Industry Appl i cati ons Group, al so under 
Wrotenbery as group vi ce pres; dent. Later when the Software Products GI-OUp was 
fonned, first under Wrotenbery and later under Bruce Coleman, it became the 
Equ1matics Division under Marion "Spec" Bradley. Finally, in September 1981 it 
became the maj or part of the Canmerci al In1: onnati on Systans Operati on (st11 1 
under Bradl ey as operati ons vice pres; dent) clf Informat:10n Systems and Services 
reporting to Richard Lemons. 

The data products and services which the United Systems D1vilOion of 
Eq uima t1 cs contr1 buted to the 1 nsurance 1 n dUlstry a'7e descri bed below. Secti on 
10.1 covers software products and their associated pr09r~ming sElrvices. 
Section 10.2 covers 1 nsurance process1 ng sE~rvi ces. Both are summarized in 
Sect10n 10.3. 

10.1 INSURANCE SOFTWAAE ffiO[)JCTS PND PROFESSION,Al SERVICES 

After the acquisition clf USI, Equimatics efforts at performing custcm 
programming services unr'elated to LIFE-CO~U-1 were discontinued. The one big 
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contract with Hone Life, mentioned in Section 4.4.4, was never completed; 
1 nstead Home Life was persuaded to be a sponsor for LIFE-Cot-1M, whi ch is 
described bel~. Equimatics invnediately entf~red the insurance software products 
business with several on-going products and one major product in development. 
These products at the time of the acquisition consisted of Mortgafle Loan (valued 
on the balance sheet at $300,000), Stock &. B4:)nd (vauled at $100,0(0), ISSUE-COMM 
(valued at $400,000), and a number of CFO/ALIS policy maintenance and accounting 
support programs (val ued at $150,000). These products earned Sl ,017 ,000 in 
revenues during 1972, the first year of operation as USD. It was Wrotenbery's 
plan to integrate these into a single comprehensive system, LIFE-COMM-
Equimati cs most successful softwre product. 

By 1974 Equ1matics recorded $3,039,000 in annual revenues from insuranc~ 
.oriented products, giving an average annual growth rate of 48.7 per~nt. By 
1978 USD's 1 nsurance soft« are products and rel ated consul ti ng servi cas were 
proj ected to be S8 million, whl1 e the market for' these products ~toul d grow from 
$32 million in 1974 to $49 million in 1978. In other w<?rds, USD's penetration 
of the market was forecasted to increase from 9.7 percent of the available 
market in 1972 to 16.3 percent by the end of five years, for an average annual 
growth rate of 27 percent, and indeed it did.(2) 

All of USO's inherited products had been recently daveloped by USI as an 
outgrowth of its custom software and consultil1lg efforts with insulrance companies 
over the previous five years. All had been partially funded by sponsor life 
insurance companies. Equ1mat1cs thus obtained a young and growing product line, 
which had yet to attain its peak sales levels and which could thus increasingly 
add to the infant company's business. USD initiated development of a workman's 
canpensat10n cl aims processi ng product, a property li ab 111 ty insurance support 
package, a corporate shareh 01 der accounti ng systan, and general upgrades to 
Mortgage Lelan and Stock &. Bond systans. Except for the 1 atter, most of thi s 
product development had to be shelved in 1973 due to higher priorities for 
resources devoted to the 1mpl anentat1 on of LIFE-COMM. Until LIFE-COMM was 
rel eased, the maj or1ty of USD's product revenues came from sal es of the ISSUE
COMM, Mortgage Loan and Stock & Bond products, and profess'r onal servi ces 
aSSOCiated with than. With the avail abl1 1ty of UFE-COMMJ Equimatics pl anned to 
offer proprietary data services based upon it to canpanies which c01Uld not 
afford to buy the product or establ ish thai r Ofin data processi ng oper'ati ons. 
The most significant e)f Equ1mat1cs softwarf~ products are briefly described 
belcr«.(3) 

10.1.1 The L lFE-COMM System 

LIFE-COMM evolved from United Systans efforts in developing a number of 
support programs for IBM's 62 CFO and CFO II policy file maintenance ("daily 
cycle") software systems. IBM later attempted to offer to the life. insurance 
1 ndustry a newer and improved product kn~n as f'J_ IS but it never achi eyed much 
penetration of the market. It was purchased by only approximately 10 percent of 
the available users by 1973. USI made the CFO and ALIS system users market its 
Ofin by creati ng enhancements and upgrades to 'these IBM sy stems. 

USD had two maj or products. ISSUE-COMM f or' new pol 1 cy 1 ssue on-li ne and 
Stock & Bond for investment management. In 1972 it al so released Mortgage Loan 
wi th the resul t that these maj or products, coupl ed wi th the vari ous enhancements 
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made for CFO II, gave USI an understanding of the requ1 rements requi red to 
create a comprehensive and improved policy billing maintenance cycle system of 
its own which could replace CFO and all its ancillary programs. The opportunity 
was recognized by Wrotenbery who welcomed merger with EquimatiCls to financially 
support development of such a product. All that seemed to be neleded techn; cally 
by the company was the development of a eycl e program and the 1 nterf aces 
requi red to integrate the vari ous programs. However, it was soon recognized 
that to do the job right, all would have to be reprogrammed which was estimated 
to require almost two years of work ~nd an investment of $2,400,000 for 
development of the product. (4) 

The market for LIFE-COMM itsel f nonethel ess was seen as quite high. With 
the product pl anned to sell fran $350,000 to $500,000 per unit depend1 ng upon 
version, its annual revenues were forecasted to grow from $365,000 (from 
custaner sponsorships for the specification phase) and net loss of $561,000 in 
1973 to $2,774,000 in revenue and a net annual profit of $1,382,000 by 1978. 
The investment stakes were hi gh but the potenti al profits were worth the r1 sks 
for the young company, so Equimati cs, with lots of cash fran The Equitabl e 
behind it, decided to support United Systems in developing LIFE-COMM. Even by 
obta1 n1.ng custaner sponsorsh1 p to finance its davelopement, Equ1mati cs still 
pl anned to invest $530,000 1tsel f to 1 nsure the products canpl et1 on. As 
candidly discussed in the follcw1ng statement from Wrotenbery's business plan 
for the product, the effects of LIFE-COMM represented the most important 
milestone in the history of Equimatics: 

LIFE-COMM is a canplex, major system which will tax the 
capabilities clnd resources of the United Systems Division of 
Equimatics and which, thus, involves a significant risk. This 
ri sk 1 tis believed 1 s understood and the requ1 rements for 
successful cCIIIlpl et1 on of LIFE-COMM are al so well understood. 
Eq u1mat1 cs, ttl! rough USD, has the exper1 ence, the backgroun d, 
the user basel. and the existing product line to support the 
LIFE-CDMM development. It 1 s the judgment of Equimati cs top 
managanent that LIFE-COMM can be successfully canp1 eted. It is 
further the judgment of Equimati cs top management that w'lthout 
LIFE-COMM significant limitations exist as to the basic ability 
of Equimat1 cs to be a 1 eader 1 n the life and heal th computer 
servi ces fi e1 d and certai nly to grow at the rate demanded by 
the Equimatics corporate plan. LlFE-COMM is a very significant 
.mil estone 1 n the Equimat1 cs corporate hi story. There will be 
others and they will be greater in absol ute val ue because 
Equimatics will be larger# but none will ever be greater 
rel ative to the status of the corporati on at the time the 
decision is made to proceed. Quality companies only grow from 
qual ity obj ectives and quality ideas. LIFE-COMM is a quality 
objective based on quality ideas.(5) 

Conv1 nced of its importance# Werner Frank committed Equ1mat1 cs to the 
product announcing the begi nning of LIFE-CX>MM development to company employees 
with the statement: 

We are convinced that this comprehensive system, coupled with 
the human eng1 neeri ng support requi red for install ati on and 
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operati on, w 11 1 far surpass any system presently av a 11 a,bl e to 
life 1 nsurance companies. We ar'e, therefore, confi dent of 
meeting the industry's future needs and thereby !living up to 
our expectation of bringing innovative and realistic ideas to 
fru1tion.(6) 

With support fran Werner Frank, Wrotenbery conti nued to seek additi onal 
custaner sponsorsh1 p to he1 p fi nance LIFE-COMM development. He u1 timately 
obtained a total of nine sponsors, including The Equitable Variable Life 
Insurance Canpany (EVlICO), Hane Life Insurance,' and United Fidelity. Each 
sponsor except Hane life, (which required additional features and invested a 
total of SSOO,OOo), invested $13,000 for th~:l design phase of lIFE-COMM and 
$175,000 for the impl ementati on phase of the product. In all, Equimati cs got 
commitments for approximately $2,000,000 in customer sponsorships and was able 
to complete the design of the product by August 1, 1973. Technical design of 
lIFE-COMM was directed by Charles nChuck" Anglin while Spec Bradl,ey directed its 
sales and marketing. 

A fundamental technical dec1 si on was made after many interE~sti ng debates, 
and in retrospect mayor may not have been the ri ght one. It represented a 
conflict between technical requirements and marketing judgment. The sponsors. 
data processing managanent in medil.lll to large sized insurance canpanies, had 
been in the habit of having all their programs written in as~;embly language 
COding (.'te), to mi nimize the usa of canputer resources. A more modern 
1 anguage, COBCl., was avail abl e to make devel clpment and future mai ntenance much 
more eff1 c1 ent. But fears that the prograns woul d run more slowly and the 
strong commitment to Ale by Anglin resulted in the selection of assembly 
1 anguage. Ironi cally, it was not too many years 1 ater that prospective 
custaners began to seek a COBOl version as machine resources became less costly. 
A posi tive feature of the deci si on, however, was that the Ale experti sa of 
Equimatics became a source of highly profitabl e professional services when 
custaners installed the system. 

With the custaner sponsorships, LIFE-COMM had the distinction of instantly 
becaning a leader in its field when it was released to the marketplace by virtue 
of the fact it immediately had more users and total sales than the two competing 
systans which had been available for three to four years. Equimatics ultimate 
investment in the product of appproximately $3,000,000 was far more than 
originally anticipated, but this was offset by LIFE-COMM's many sales at a price 
of $350,000 to $500,000, making it the most e~~ensive and successful large-scale 
canputer software product then avail abl e. The product was extremely attractive 
to all life insurance companies fran about the tenth largest (the giants had 
developed their own systans) down to the four hundredth largest, because it 
provided a comprehensive on-line data processing system which handled all of the 
major functions of a life insurance business including po11(:y issuing and 
maintenance, billing" sales monitorfng, financial accounting, commission 
accounting, agent performance, etc. It was an a 11-i ncl us ive system whi chl ived 
up to Equimati cs and Informati cs expectati ons and which rapi dly became the 
dominant life insurance system software product in the marketplace. There were 
70 users of LIFE-COMM by the end of 1982. In 1981 a maj or enhancement, Fl ex-A
Life, was first delivered. It handles all the new life insurance products which 
challenge the old standard "whole life" policy in the marketplace.(7) 
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As a by-product of the sal e of LIFE-ODMM,· there devel o~ad a prof1tabl e 
business in professional services. Installation of LIFE-COJir1M was a major 
project for a customer, initially taking a year or two. '"he cost of the 
software product, 1 arge though it was, was only a modest fraction of the total 
cost to the installing company. The customer could not make the installation 
without the aid of Equimatics personnel to help him plan, configure the system 
to his needs, provide such custan programming as was mandatory, help convert his 
f il es and bu n d a new data base, trai n hi s peopl e, etc. Beca, use programmers 
skilled in LlFE-CDMM were so scarce, Equ1matics was able to charge prem1L111 rates 
for such assi stance. Such revenues ranged from 20 to 50 percent or more of the 
pri ce for the software product. 

10.1.2 The ISSUE-COMM Product 

ISSUE-COMM was an "automated data entry and producti on systEm for creati on, 
processing, and control of pending (life insurance] applications; through policy 
issue." It interfaced with CFO II. It was developed by USI for a cost of 
$700,000. and was rel eased to the market 1 n May 1970. Its i ni ti al salles pri ce 
was S50 .000. Equimati cs obtai ned 37 custaners for it by 1974 and 54 lOy 1977, 
when it was discontinued. The function penFonned by ISSUE-COMM is a primary 
modul e in the LIFE-COMM system. (8) 

10.1.3 Mortgage loan System 

Mortgage Loan is an "inventory and subsidiary ledger system for recording 
and controlli ng mortgage loan accounti ng transacti ons" made by an insurance 
company. United Systems developed this product, which was released during the 
fourth quarter of 1972, for a cost of $390.000. Its original sales price ranged 
fram $50.000 to $150,000.(9) 

10.1.4 Stock & Bond System 

Stock & Bond 15 a "management and accounti ng system that prov1 des mul t1-
company [securities investments] maintenance and reporting functions with 
multiple portfolios" for investment transactions made by insurance bus1nesses. 
The product was rel eased to the market by United Systems in September 1970 after 
a development cost of $335,000. Its initial sales price was S15,QOO.(10) 

10.1.5 Other Insyrance Prodycts 

In 1981 Equimatics began to diversify into products other than its 
traditional ones listed above. These include GRClJP-COMM, The Examiner. and The 
Top Producer. By the end of 1982 it was too early to assess thei r success. 
They have just begun a funded project to migrate LIFE-COMM into a new system, to 
be called The Financial Manager. 

10.2 INSURANCE DATA SERVICES 

With the software products of Uni ted SystEmS, use of the products of 
Informatics and support from The Equitable, Equimatics had enough resources to 
make a modest entry into the rEmote data services business. As noted in Section 
4.4.4, Equimatics established its headquarters in Fairfield, New Jersey, moving 
into an unoccupied computer center compl ete with fal se ft oors and the proper 
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power and ai r conditi oni ng systans requi red for 1 arge-scal e canputers. With 
this ideal site in hand, the canpany initiated action to enter the! data services 
busi ness. Durf ng 1972 Equimat1 cs . pl aced an c)rder for an IBM 3701145 computer 
f or del ivery 1 n March 1973. In the meantime.. the young canpany ai ded 1 ts parent 
organization, The Equitable, in establishing a lcrw-speed computer communications 
network for The Equitable to supply remote data processing services using its 
crwn compute!rs to The Equitable's hane offices and cash1er offices in 100 
locations throughout the United States. This neiltork provided cln-line acccess 
to CAPS, The Equitable's individual life acin1nistration system wh1ch maintained 
on-line policy holder files available for inquiry and update by agents. 

Based on that experience, Equimatics beli43ved that if it coul d successfully 
supply remote data services using its canputeJ" to The Equitable'~i New York area 
offices thrc:>ugh a small local network of its o,_n, it would -be ablt~ to extend its 
data servi cas netw ork throughout the United Stitos by provi di ng t-Im&-shari ng and 
ranote job entry batch processing to the va.rious Equitable locations and to 
other insurance canpanies who required the Si:l11149 service or the capability of one 
of Equimati cs or Informati cs software products. 

By prov1 ding a j oi nt user time-sharing network to a numbeli" of custaners 
needing the same type of services, Equimatics helped to be able tlO gain business 
while offering its custaners a much lewer cost data processing c;apability than 
if each W4~re to pay the high communicat1t:ms costs between their variOUS 
1 ocat1 ons. Creat10n of such a netw ork pl ayed ,an important part in the ccmpany's 
strategy because it was bel ieved to be the melians for Equimatics safely to enter 
and expand 1 nto the data servi ces busi ness on a 1 arge scal e. Thi s concept was 
seen as a viable opportunity for Equimatics as is best illu:strated by the 
foll ewing statement by Werner Frank to hi s emplOjees in August 1972: 

In essence, this is the concept of the information utility. In 
order to achieve such an objectivEl one needs broadly-based 
communic;ations and data processing services and hence, a 
sophisticated canmunicat10ns network. To achieve such a 
network, in a cost effective envi romnel,t, it becomes desi rabl e 
to employ the j 01 nt user concept. In order for us to reach 
this step more quickly, and more ecc)ncmical1y, it behooves us 
to take advantage of our present opportunity wi th The 
EqUitable's own needs and develop such a network under a joint 
sponsorsh1 p. Thus advantages accrue not only to Equimati cs but 
to, the joint users thEmselves, il,cluding significant cost 
savings, a higher performance system. greater reliability and 
the pooling of technical resources fran the point of view of 
netw ork management and conti nual netw lork upgradi ng. Cl early 
the joint user network can become mt::>rE~ efficient and reliable 
by technology sophistications which an individual canpany may 
not be able to justify for themselve:5'. 

We, therefore, have an unusual opportunity to move smartly 
forward in providing an important resource for our future 
grcrwth, wi th very unusual and f ortUitOUIS fi nanci al advantages. 

The network, of course, only sati sfies hal four requi rements. 
Hence# a data processing capability must also becone available 
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as part of such a network, but this is another part of our 
story •••• (11) 

Hewever, the grandi ose scheme for a "shared" user network never was real ized. 
It was a1 so hoped that th1 s data processing capability woul d be based on 
"producti on services" which wou1 d be, as exp1 ai ned by Frank: 

••• transaction oriented, proprietary data services, which is 
one of the long range goals for Equimatics. It is our intent 
that such serv1 cesprol iferate and become ever more 
geographically independent with the growth of communication 
serv1 ces. (12) 

The company soon obtai ned a contract fran The Equitab1 e to provide batch 
processing services for the Medicare claims which The Equitable was handling for 
the u.s. Social Security Administration. A communications link was installed 
between Fai rfi e1 d and United Systems Dall as operati ons-the fi rst link in what 
would become a computer information network based in 12 major cities throughout 
the conti nenta1 United States. During its first year of operation, Equimatics 
Fai rfiel d data center recorded S1,004,000 in revenue and revenues for the 
foll Cllfing year were estimated to increase by almost 30 percent to 
S1 ,297 ,000. ( 13) 

The successful beginning of its data services to the New York area quiCkly 
pennitted Equimatics to undertake activities to extend its network and 
capability by November 1973. As it increased its data services busi ness in the 
f1 rst year of operati on, the canpany found the IBM 370/145 canputer i nsuffi c1 ant 
in capaci ty to hand1 e the vol urne of work obtai ned fran The Equitabl e and others. 
It pl aced an order for a 1 arger capacity IBM 370/158 canputer and began 
consi derati on of 1 eas1 ng a second computer for baCkup and dedi cated batch 
processing. Most importantly, Equimatics began devising plans to expand its 
data service offerings beyond insurance-oriented applications to more 
generalized services and applications required by other industries. 

The insurance data services market itsel f was perceived as growing at an 
annual rate of 24 percent fran S130 million in revenue in 1974 to S309 million 
in revenue 1 n 1978. Equimati cs estimated that its annual revenues woul d 
increase at a rate of 40 percent fran Sl.3 million to $5 million during the same 
peri ode The company hoped to increase its penetrati on of the market fran 1 to 
1.6 percent with an additional investment of $300,000. While the increase in 
market penetration was small, Equ1matics would be more than tripling its 
revenues fran th1 s 1 nsurance market, s1 nce the estimated size and grCllfth of all 
data services was extremely large. It was to this market that both Equimatics 
and its parent Infonnati cs were especi ally attracted. The batch servi ce market 
was proj ected by Informati cs to grow sl cwly at 6 percent annually fran 
$749,146,000 in annual sales in 1972 to $1,007,000,000 by 1978. Although this 
was still a very 1 arge market, the network f nformatf on services market was 
prOjected to grew at an average of 28 percent per year fran $577,377,000 in 
sales during 1972 to $2,420,000,000 by 1978. To capitalize on these billion 
dollar data services markets, Equimatics planned on developing non-insurance 
data services business.(14) 

10-10 



After the successful impl ementati on of its delta center in 1973, Equ1mati cs 
developed Plan/74 to expand into the data services market on a large scale. 
Th; s p1 an was based on extending the Equimati cs network through Cllperati on of the 
Equitable's MIDAS network which provided insu,"anc,e agents on-11nI6 access to the 
Equitable fran eight major cities: Los Angelles, Dallas, Chicago, Cincinnati, 
Atl anta, New York, San Francisco, and Stamfc)rd. Through th1 s nat:i onw1 de ne'tWork 
whi ch was in exi stence, Equimat1 cs coul d begin offeri ng prospect.ive users batch 
process; ng, remote job entry, t1meshar1 ng, !speci a1 systems use (MARK IV and 
other proprietary software for which it planned to acquire licenses), industry 
specific applications andcommunications utilty services. Equimatics hoped 
through this expansf on of data services to .( ncrease its annuall revenues fran 
$2.3 million in 1974 (insurance and non-'(n!SiUrance services cClITIbined) to $30 
million by 1979. Before-tax profits for t:Jhe same period wer'e projected to 
increase fran a loss of $600,000 during the first year of expandEld operations to 
a profit of $6.9 million in 1979. Of the 1979 revenue figure, sales of on-line 
applications were to account for $l3 mil 1 iOlrl ,Jjlhile data base services would earn 
$5 million, time-sharing applications $4.6 minion, remote job entry :services 
$2.7 million and batch services $400,000. 

Equimat1cs itself never accanplished' Plann4 because, before it could be 
impl emented, Equimati cs and Informati cs mergEld as a wholly-owned subsi di ary of 
The Equitable (as described in Section 4.5), and the planned Equimatics data 
services empire became the Informatics DaUl Services Division, discussed in 
Section 12.4.2. A scaled-dewn Equimatics (consisting of insurance-oriented 
software products and Texas-based Data Services) became the Equimat1cs Division 
Cl,f Informatics. The nationwide canputer nE~twork and data services business 
conceived and given bi rth by Equimatics was achieved under Informatics. But 
th1 s woul d not have happened had it not been f or the successful fi rst year of 
data serv'lces operation accomplished by ECluimatics in Fairfield. Plan/74 
summarized the meaning of this achievement: 

A number of unknowns faced us a yeclr ago. We di d not know at 
that time if we could establish a creditable business entity 
which could indeed could provide pr1c)duction oriented services. 
It was not known at that time whethelr we coul d provi de servi ces 
competitive with ex; sti ng organ1zati ons that have been 1 n 
business for six to eight years. Also, we did not know if we 
could plan, and actually carry ou1t against such a plan, a 
specific development activity leading to the operation of a 
modern and sophisticated data processing facl'lity. We 
certai nly di d not know if we cou1 d adequately budget and 
maintain these budgets. Finally, Wl9 did not knOtll if we could 
pri ce our servi ces on a canpeti tive basi 5 and mai ntai n our 
costs, such that a profit woul d be al:hievabl e. 

The Data Services activity of Equima.t1cs has cane througJh with 
flying colors with respect to all of the above points. We 
have, therefore, established a milestone in the long-rarlge plan 
for this activity. We are now prepared to step off fran this 
milestone and take the next series of steps which will 
ultimately achieve the long-range gc)al.s of the canpany.<l5) 
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Suffice it to say, the foresight and I-apid success of its joint venture 
canpany enabled Infonnatics to again enter the data services market and 
accompl ish one of the most important mll estones 1 n its. own corporate 
development. This growth is discussed" outside of the insurance industry, in 
Secti on 12.4. 

Throu~lh the years after the merger in!;urance data services were provided in 
various ways. Fairfield-based data services were provided nationwide by the 
organ1zati on under John "J ayrr Call anan. headquartered 1 n Fa1 rfiel d, New Jersey. 
Its processing was- done on canputers in the Fairfield Daul Center. This 
organization, along with full responsibility for supporting the customers, 
became the Data Services Division of Infonnatics Canputing Technology Canpany 
immediately after the merger. - Texas-based data services were prov1ded by the 
organizati on headed by Paul Wrotenbery and 1 ater Spec Bradl ey, headquartered 1 n 
Dall as, Texas. Its processi ng was done on computers 1 n Dal ~I as, Fort Worth, 
Fairfield, and eventually Washington, DC. After the merger the Equimatics 
Division retained responsibility for insurancEt industry marketing and customer 
support, though it sanetimes subcontracted the processi ng to the Data Servi ces 
Division, and later to the Washington Infon~lation Processing Center. Sections 
10.2.1 thl~ough 10.2.6 below di scuss a11 th,ose servi ces under headi ngs whi ch 
descri be the type of' processi ng suppl1 ed. 

10.2.1 Texas-Based Batch Data Processing 

United Canpu1:er Services, one of thE~ predecessors of United Systems 
International, was doing batch data processilllg for a number of small insurance 
companies in the Dallas/Fort Worth area. lit hen Equimatics acquired United 
Systems International it was still doing this type of work on an IBM 360/40 and 
two IBM 360/30' s. Its maj or contracts were with Transport Lite (the parent of 
USI, for whom it had a canp1 ete facil it11eSi management contract), Pi oneer 
,American, and United Fidelity for whan it did (I major part of their processing. 
There were two canputer install ati ons, one i rl Dall as and one in Ft. Worth. By 
the time of the merger Equ1matics had bunt the revenues up to about $1.1 
million annually. After the merger it grew tel about $1.5 million in 1975 and 
mai n"tat ned that 1 eve1 for a few years. quite profitably. An IBM 370/145 
canputer was installed in 1977. However, thiS! work gradually began phasing out. 
Fi rst to go was the Ft. Worth data center" Before 1980 all the remai ni ng 
busi ness had vi rtually di sappeared and there W,iS no customer base on lfhi ch to 
buil d more modern services. Thi 5 was foreshadowed by Paul Wrotenbery's 
quarterly report giving the status as of July 1, 1974: 

Batch facilities management or traditional facilities 
management for the insurance industry is not considered tel be a 
desi rabl e long-term bus 1 ness. . • • The Equimati cs long-term 
objectives are oriented to a ut:ility-oriented procElss1ng 
service. The best description of 1~1e current approach within 
Equimat1 cs wou'! d be that Equimat1 cs is currently looking upon 
the traditional facility management market as purely an 
opportuni sti c one and woul d pursue such an opportunity if 
identified. Additional effort could be put into identitying 
such opportunities; however, the planning for and cost 
effectiveness of such an effort is ditficult to define. 
Currently. Equ;ma ti cs is operating under the assumpti on that 
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the appropriate approach is to assume that all additional 
effort and investments will be placEld in a form to directly 
contri bute to the development of a longer tenn but more vi abl e 
utility servicing concept. This clearly decreasEls the 
opportunities for short-tenn revenue gr~th in processing 
sel"vi ces; however, any dil uti on of management time or 4;)xpense 
of marketi ng effort along the more opportun1 sti c batch 
facilities management line is not, at this time, judged to be 
the proper route to go. • •• The fort Worth data center and 
the two facilities management contraLcts being serviced out of 
that center are an extremely profitabl e venture.( 16) 

LIFE-COMM development used most of the capacity on the IBM 370 computer, so 
nothing was done to move t~ards the "more vfable util ity servicing concept." 
In his July. 1974 monthly operations report to Bauer, Wagner (disapprovingly) 
summed it up: 

Thh [business] thrust seems to be is;uffering fran an identity 
cr'l 5i s. Al though the present fadl ity management approach 
se_::wns to be growing in profitability, no marketing ef1'ort is 
being put into it because it is in cc)nflict with the id-3alized 
cOlncept of offeri ng proprietary services. (17) 

Wagner believed that a growing profitable data services business was 
required tel internally fund the investment needed to evolve into proprietary 
servi ces. 

Wrotenbery acknowledged the problem in August 1975 when he wrote: 

Planning activities with respect to plr(~cessing services have 
conti nued to receive 1 ess than adeql~late attenti on. Primarily 
as a resul t of the current probl ems u1 tIli n Equimat1 cs exi sti ng 
bus1 ness and poss; bly somewhat as a rE~ul t of procrasti nati on 
on the part of the president of Equmat1cs. Processing services 
marketing remains a nebulous, undefined situation with wh1ch to 
deal. A think paper in the prl:lcess of being developed 
conti nues to show that cauti on shoul d be exerci sed in 
proceeding into this marketplace too rapidly, and certainly if 
maj or investments are to be under"tak.en. Sane recruit; ng 
activities have continued which are, focused on the ~ 
mana~ement and marketi ng dedi cati on to the insurance processi ng 
~.(l8) 

But the insurance processi ng services bus; ness renai ned dormant untl1 1981 when 
the concept of "bri dge process; ng" was impl ement'ed by Spec Bradl ey, as deiscri bed 
in Section 10.2.3 bel~. 

10.2.2 The EYLICO Project 

In 1973 Equimatics, anticipating the rner'ger with Informatics, started 
negotiations for a contract fran The Equitable Variable Life Insurance Canpany 
(EVLICO), a recently formed subs; di ary of The Equi tabl e, estctbl i shed sol ely for 
the purpose of undenrlriting variable life inslJrance policies--a new form of life 
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insurance. Equimatics proposed to provide on-1.1ne new policy i:5suing services, 
utilizing ISSUE-COMM on a timesharing basis at Fairfield, tl::> EVLICO's .hane 
office and Equitable agents throughout the nation. In addition, Equ1matics 
would provide remote batch processing, using a modified version of IBM's CFO II 
system. Its projected 1974 revenue contribution fran this service to Equimatics 
was estimated at $110,000.(19) 

Due to regul atory del ays, noth i ng happened until after Fai rf.1e1 d Data 
Services had becane a· division of Informatics Canputfng Technct10gy Canpany by 
mi d-197 4. Wrotenbery wrote: 

The EVLICO contract which is anticipated to begin as a 
production facility management contract in January 1975 wl1l 
increase the Insurance Informati on Prc)cessi ng busi ness base by 
sane S500,000 a year. Equimatics has had very unsatisfactory 
negotiations with the Fairfield Data Center in arriving at a 
proposal to EVLlCO based on the ut'Il1zation of the Fairfield 
Data Center for computer resources. " • • The basi c probl em 1 n 
the utilization of the Fairfield Delta Center for the EVLICO 
processing is that the basic remote job entry, on-line type 
requirements of EVLICO is not canpatib1e with the time-sharing 
hara-are configuration operation at Fairfield. • •• It is 
unfortunate that the EVLICO processing agreement which is based 
on remote 1 ocati on of the computer hardware 1 s not an effective 
proving ground for the development c'Jf an insurance processing 
service whf ch coul d be effectively marketed by Equimat1 cs. 
However, in light of the inability of the Fairfield Data Center 
to process th1is work at a reasonabll; cost, Equ1maticsfs in a 
posi ti on where it is not pri ce canpeti tive wi th other 
processi ng al1i:ernatives for a small er insurance company and, 
therefore, a viable product has not res,ulted.(20) 

Nevertheless. EVLICO accepted the propc,sal. Dallas was the pr1me 
contractor, buying computer resources fran Fa1 rfiel d. The serviice was 
satisfactory and was supplied until almost 1980 (at an excel lent prof1t to both 
Equimat1cs and Data Services Division) when the high prices caused EVLlCO to 
1 nsta 11 its own computer. 

10.2.3 Bridge Processing 

With the phasi ng out of the 01 d facility management batch processii ngl and 
the end of the EVLICO contract 1 n s1 ghtl Spec 13rad1 ey, who had succeeded Paul 
Wrote.nbery as general manager of Equi mati csp conceived the 1 dea of "bri dge" 
processi n91 primarily as a means of maki n9 LIFE-COMM sal as. As descri bed 
earlier it was an enormous task in manpower it 'was to insta1l and to convert to 
LIFE-COMM. Not menti oned then~ but equalily important, was the canputer 
resources requi red duri ng the transit; on--sorrH~times doubl e that necessary after 
installation. Such difficulties were becan1ing major obstacles to closing a 
LIFE-COMM sale. And the difficulties were E:xacerbated for a pr'ospect who did 
not yet have a suitable IBM canputer installed, but who was willing to make the 
switch. It made the prospect sick to even think about it. 
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In 1978 Bradley came up with an 1nnovat;1v4; solution--persuade the custaner 
to buy not only LIFE-COMM and installation !support services, bUlt also reaote 
processing on Equimat1cs canputers, until the fully checked-out production 
processi ng coul d be easily empl aced at th'E' customers site. Th1 s was the 
"buil t-in bri dge" fran the custaners current operati ons to the much improved 
LIFE-OOMM operation that he really wanted. 

Thi s "bri dge" process; ng concept had a mCldest success. Several contracts 
were 51 gned, 1 nel ud1 ng Empl ayers of Wassau and New Eng1 and L ifa. A NAS 5000 
canputer was 1 nstall ed f n Dall as, but the Dall as data center had troubl e 
handling the work and could not afford the prices charged by Data Services 
Division. However, the Washington Infonnatic)I'I Processing Center (see Section 
12.5.2> had adequate capacity at low prices; and was a data centElr dedicated to 
the support of custcmers of other Infonnatics units. After Eqllimatics became 
part of Information Systems and Services in January 1982, all insurance data 
processing formerly done in Texas (except fOI~ support for the development of 
insurance software products) was transferred I_ith great success to Wash1ngton. 
But Equ1matics remained the prime contractl:lr and recorded $2.4 million in 
revenues in 1982. 

10.2.4 EQui tab1 e Timesbari ng 

The fi rst computer acqui red by Equfmatf cs was an IBM 370/145 in the 
F,d rfi el d Data Center. It used a vi rtual mach; ne operati ng system called VM. 
This latter point is significant because it gaye Equimatics: 

"the ff rst canmerci ally operated sy.stem whi ch 1 s capa.bl e of 
operating Simultaneously in one or' more of the fo'ilowing 
capabilities under the VM control program: timesharing using 
the conversational monitor system (eMS) I OS employing rel ease 
21.6, OS wi th the VS opti on and o,ther well-known operat1 ng 
systems. "(21) 

In other words, the vi rtual machi ne c)perati ng system was capabl e of 
anulating a number of different IBM operating environments and could be used in 
both on-line and batch modes at the same timel, making it appear to the various 
tenni nal users that they had thei r own dE~di cated ccmputer i:tnd thei r own 
operating system available to perform all their commands. The activities of 
other users on the system or of the data center itself are ccmpl etely 
transparent to each user, unl ess he compares the computer time used with other 
modes of operation. This flexible system, though prodigal in its use of machine 
resources, was chosen in order that Equit,able users (then buying outside 
services fran many ccrnpetitors of Equimat1cs) could easily switch suppliers to 
The Equitatlle's subsidiary. Within one month after the computer's installation, 
Equimatics was prov; ding full scal e on-li ne timesharing servi ces to many 
Equi tabl e clff; cas in New York and to two other" compani es. 

But this migration of Equitable users to Fairfield did not happen easily. 
Though it was strongly supported by David Ha.rris, an Equitable executive vice 
president (who was chainnan of the board of Equimatics and la.ter of 
Informatics), each individual user had to bl~ sold and supported. After the 
merger rnf ormati cs Data Servi ces Divi s1 on became the prime contractor for th is 
work l and establ i shed a dedi cated sal es iind support office on Equitabl e 
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pranises, staffed by about six people. It succeeded in producing about $4.6 
million annual revenues by 1980, although Equitable users still bought about $.5 
million worth annually fran others. In about 1980 The Equitabl e in-house 
canputing group installed their own machines to perform such w()rk, and by 1982 
revenues had shrunk to $2.6 million. 

10.2.5 Med1 care C] aims Processi n9 Servi~~§ 

Ouri n9 1972 Equimatics was awarded a cCllntract frc:cn The Equitabl e to study 
the data processing requiranents of the Medicaid operations in the City of New 
York and the states of Connect1 cut, Oregon, cmd Wash 1 ngton. A si mil ar study was 
perfonned in the State of Texas for the U.S. Department of Health, Education and 
Wel fare. It was al so given a contract by Thl9 Equitabl e to convert the Medi care 
cl aims data processing systans for the staltE~S of Wyaning and Tennessee to the 
Social Security Aaninistration's model mad'fcare claims systerll. These early 
projects gave Equimatics expertise in Medical"e claims processing. In 1973 The 
Equi tabl e, which served as f osurance c'l ai ms acini oi strator' for Medi care 
d1sbursanent for several different states, ,illwarded Equimat1cs a data services 
contract to perform batch process; og serv i cs!s for Medj ca re cl ai ms. The output 
included printing millions of checks annually. After the mer'ger Infonnatics 
Data Services Division became prime contractl~lr. Later the serv'fce was upgraded 
to provide on-line entry of claims data directly by The Equitable clerks in the 
fiel d offices in four states. Annual revenues for Med; care c]. aims processi og 
accounted for $720,000 by 1974 and $1.5 million by 1982.(22) 

10.2.6 J:ieal th rosy rance Associ at1 on of &n~u:ll.g 

Although Equimatics originally planned tlC~ be a major suppl'ler of data and 
information services to the health care industry, it never succeeded 'In doing 
so. Its on ly success was a small contraci; awarded by the Heal th Insurance 
Associ ati on of ,Ameri ca 1 n September 1973 ito prov; de an on-11 ne stat; sti ca 1 
reporting l;ystan on a t1m~sharing basis to supply to insurancle carriers data 
which assisted them in establishing prevailing and reasonable charges for 
surgi ca lly rel ated med; cal servi ces. Thi s ser'vi ce was conceived and marketed to 
HIAA over a one-year period by Stanley Bron. Data Services Division became 
prime contractor after 'the merger but the rev,etnues never amounted to much. (23) 

10.2.7 .5l1Dmary of Iosurance Data Seryices 

By 1982 f nsurance data servi ces had not ~l1rown to the revenue 1 evel s pl anned 
by Equfmatics in Plan/74. In fact, it prclbably never had a chance. Those 
responsi bl et, Paul Wrotenbery and Spec Bradl eYJ' had the great dream of LIFE-COMM, 
and it took all thei r energy to make it the IClutstandi ng success that it became. 
L1 ke John Postl ey wi th MAAK IV, one great dream was enough to f 111 the 
professional life of one man. And neither Wlrotenbery nor Bradley (at least up 
until 1982) had the burni ng desi re (nor the r'esources?) to f 1 nd the ri ght man 
with the great dreCfl1 of success in 1nsurance~ data services to delegatE~ to him 
enough auth ori ty to make hi s dream cane true. Perhaps thi 5 may happen under the 
auspices of Richard Lanons of Information Sys:tans and Services, whose Olin great 
dream was described in Chapter 7. 
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10.3 SUMMAAY OF THE CONiRIBUTION OF EQUIMATICS TO INFORMAIICS 

By the end of its fi rst year of operat1 em, Equimati cs, Inc:. had acqui red 
s1 gnif 1 cant software products and gai ned a foothol d into the data services 
busi ness. Duri ng 1 ts fi rst year, it obtai ned over 100 custaners and grew to a 
$3 million annual revenue rate. Its sec:ond year of operation in 1972 
experi enced a 75 percent 1 ncrease 1 n busi ne.ss vol ume. Thi s performance pl eased 
both of its parents. Equitabl e made its data services busi ness possi bl e by 
giving it contracts for Medicare and timesharing. Although the company expected 
a number of important professional software services contracts from The 
Equitabl e, it actually obtai ned very little of what it expected from its parent, 
accordi ng to Werner Frank, who was never modest in such expecta"ti ons. Most of 
its revenues resulted from its software products supplied to "ther insurance 
c11ents. David Harris summed up the Equitable's satisfaction with its 
investment in Equimatics with the following statanent at the end of the 
subsidiary's first year of operations: 

Equitable is only one of Equimatics clients and we havle never 
intended that it woul d become a predominent custome:r. We 
expect Equimati cs to grow and becane an important factor in 
the data serv fees industry, and th 1 s can only be accompli shed 
by wi despread recogn1 t1 on and a broad custaner base. We do 
expect that Equimatics wil I be a substantial supplier of 
services to Equitable-that was the original purpose in forming 
the company--but we do not expect that our share of Equimat1cs 
total business will overshadow its other efforts. 

We feel that the first year has been highly successful. We are 
ahead of our ori gi nal expectati ons. The bus1 ness is still in 
its infancy and has many of the growing pains of any new 
venture. But so far, so good--indeed, very much so.(24) 

For Infonnatics, Equimatics represented a means to increase its software 
products busi ness and make a new attanpt on entering the data services busi ness. 
The merger of the two compani es all owed the "new" Informati cs to pursue these 
markets on an specific industry and application basis and grow to a $112 million 
revenue company by the end of the 1970' s. Insurance software products and 
consul ti ng and insurance rel ated data servi ces became two of the twelve maj or 
business areas for markets of Infonnatics during the 1970's, recording dur1ng 
1978 $7 million and $1.6 million in annual revenues, respectively, with combined 
profits of $I million. Annual revenues were proj ected to grow by 1983 to Sl1.9 
million and $6.3 million, with combined profits of $3.4 million.(2S) Actual 
results for 1982 were revenues of $15.2 million for insurance software products 
with pretax profits of $1.0 M, and for insurance data services (excluding 
Medicare processing and Equitable timesharing) revenues of 2.9 m11lion with 
pretax profits of $91/700. Equimati cs indeed was an important factor in the 
evolution of Informatics. 
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